Lincoln County

WHEN RECCRDED RETURN TO:
Hili, Cassas, de Lipkau & Erwin
~\ P. O. Box 2790
Reno, NV BS505

Mining Lease

This Mining Lease is made and entered into effective as
of the lst day of December, 1987 by and between N. Renee & Joseph
W, Mueller, P.O. Box 528, Conifer, CO, USA, 80433 (hereinafter
referred toe as *Owner," whether one or more) and NovaGold Rescurce:
Xevada Ine. (hereinafter referred to as "Lessee™), which has
an office and place of business. at 2nd. Flr., 1383 Hollis St.,
Halifax, Nova Scotia, Canada B3J 1V4.

Recitals

A Owner owns certain unpatented wining claims
situated in Lincoln County, State of Nevada and more particularly
described on Exhjbit *"A" attached hereto and by this reference
incorporated herein.

B. Owner desires to grant unto Lessee, and Lessee
desires to acquire from Owner, a mining lease of such unpatented
mining claims pursvant to which Lessee will have the sole and
exclusive right to explore for, develop, extract, mine, market, ¢
sell or otherwise dispose of all locatable minerals therefrom.

Agreement

How, therefore, for and in consideration of Fifteen
Thousand Dellars ($15,000.00) in hand paid by Lessee to Owner,
and of the Advance Royalty, Production Royalty, and mutual
covenants contained and provided for herein, the receipt and
sufficiency of which are hereby admitted and acknowledged, the
parties hereto agree as follows:

l. Grant.

(a) Owner hereby grants, leases, lets and demises unto
Lessee, its successors and assigns, all of the unpatented mining
claims described on Exhibit *A," together with all of the rights,
privileges, and casements thereto incident (all of which is
hereinafter called the "Leased Premises™), for the purpocse and
with the sole and exclusive right and privilege during the term
of this Mining Lease of exploring for, developing, mining,
treating, shipping, and otherwise exploiting and disposing of any
and all locatable metals, ores, and minerals of every kind and
character whatsocever, precious and base, metallic and non-
metallic including Concentrates, tailings, rock, muck piles,
pregnant solutions, dore and any and all by produrts and waste
bproducts, which are or may hereafter be found in, on, or under
the Leased Premises (hereafter called the "Subject Minerals").

{b) Owner further grants to Lessee ‘the sole and
exclusive right and privilege to do any and all; things which
Lessee shall deem necessary to accomplish apy or ali of the
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purposes and rights set forth in this Mining Ledse, including,
without limitation, the scle and exclusive right dnd privilege to
enter upon the Leased Fremises for purposes f surveying,
exploring for, prospecting for, sampling, drilli g, developing,
mining (whether by underground, strip, open pit, jolution mining
©r other methods), stockpiling, removing, shippifg, processing,
rarketing or ctherwise dispesing of any of the S ject Minerals:
to construct, use, maintain, repair, replace and relocate
buildings, roads, tailings ponds, waste cu ps, ditches,
Pipelines, power and communication lines, str ctures, mrills,
processing facilities, utilities, and other improvements and
facilities reascnably required by Lessee for the| full enjeyment
of the Leased rremises for the purposes. set forth{in this Mining
Lease; to use so much of the Leased Premises and the surface and
subsurface thereof as may be reasonably necessary} convenient or
suitable for the storage, and/or permanent dispgsal of wastes,
residues, tailings or other by-prcducts of development,
production or other operaticns; to use and destroy| so much of the
surface and subsurface of the Leased Premides as may be
reasonably necessary, convenient, suitable for oy ‘incidental to
any of the rights and privileges of lLessee hereundeér or otherwise
reasonarbly necessary to effect the purpose cf thi¢ Mining ifeacze;
to use easements and all rignts-of-wavs for ingrest and egress to
and from the Leased Premises to which Owner may he entitled; to
appropriate and use any surface and underground ter or rights
¢f Owner thereto now existing or subseguently [discovered or
ceveloped iz or on the Leased Premises; te min y remove, ard
transport Subject Minerals from the Leased Prdmises through
rearby property owned or operated by Lessee, and ¢t mine, remove,
and transpart Subject Minerals from sueh nearby property across
or through the Leased Fremises; and to exercise alll other rights
which are incidental to any or all of the rights specified,
mentioned, or referred to herein.

2. Title.

Owner represents and warrants to theé best of its
knowledge anc belief; (2} that it is the solle legal and
equitable owner of the entire and undivided posse ory right and
ownership of the Leased Premises, without 1llimitation or
restricticn whatsoever, except for paramount title| in the United
States of America; (b) that all of the unpatented| mining claims
that comprise the Leased Premises were properly lacated in
accordance with federal and state law; ({c¢) that the locations
have been properly maintained in accordance with federal and
state law; and {d) that all filings and recordin of location .
certificates, affidavits, instruments, noticds, andg octher
documents have been made to the extent requirda by, and in
compliance with, the Federal Land Policy and Manggement Aet of
1976, regulations thereunder, and any other applicaple federal or
state law or requlatioen, Owner represents and rrants: (a)
that the Leased Premises are free and clear of all eases, liens, ™~
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and other encumbrances; and (b) that it has ffull power and
authority and is authorized te execute this Mining| Lease.

3. Title Informatien and Defacts,

Proemptly upon execttion of this Mining Lease, Owner
shall furnish to Lessee cocpies of all title inforbation relating
to the Leased Fremises that Qwner has in Owner's| possession or
cantrel, including location rotices, status repodts, and proofs
of assessment work. Lessee shall have sixty (60) days from the
date hereof ir which to examine title to the plaims. 1If in
Lessee's scle ciscretion t:itle is defective {nd Lessee so
actifies Owner within the 60 Gay pericd set forth |herein, Lessee
may, at its option, termirate this agreement withecut any
obligation whatscever, and will be entitled to|refund of any
Fayments made to Owner in consideration of this dagreement.
Lessee shall have the rigkt, but net the obligption, to take |
whatever 'actior it deems nhecessary or desirablie to perfect,
€efend, or cure title to any of the Leased Premipes, and Owner
shall execute all documents 2nd take such other actfions as may ke
reascnably necessary to assist Lessee, The costk and expenses
incurred bty Lessee in perfecting, defending or curfing such title
shall ke deducteé from Production Royalty payable
of the Mining Lease to the extent said defects exj
date of executicn hereof. Without diminishing Gwnd
hereunder, in the event that ritle to the Leased P
portien threrec? is less tha= the whole and undivided mireral
e€state in the Subject Minerals, ther the rentlals, Advance
Royalty, and Prcduction Royalty herein provided shigll be paid to
Cwner only in tre proportion that Owner's interesy bears toc the
wheole ard undivicded mineral estate in the Subject Minerals in the
Leased Premises or poertion thereof. If at any time Lessee
discovers or is informed that title to the Leased Hremises or any
portion thereof is less than the whole and undivided mineral
€state in the Subject Minerals, and without waiving any other
rights and remedies against Owner, Lessece may withhipld and retain
as its property from Advance Royalty and Produftion Royalty
payments thereaiter becoming due Owner hereunder| any amounts
Irepresenting payments previocusly made to Owner | in excess of
Owner's interest in the Leased Premises or porfion thereof.
Owner makes no warranty, express or implied, as
content of the Leased Premises. Owner further makds no warranty
a5 to the existence of a verifiable discovery pn each claim
within the mearing of the 1872 Mining Law by {judicial or
administrative interpretations. 1

r's warranties
emises or any

P

4. Term of Mining Lease.

This Mining Lease is granted for an inijtial term of
Twenty (20} years from and after the date herecf, and for so long
thereafter as operations resulting in the productipn of Subject
Minerals continue on the Leased Premises or Leskee makes the
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skall be deemed as being continued unless ang unkil, after the
end of the jinitial term, a period of one hundred eighty (180)
consecutive days elapses in which there is noiproduction of
Sebject Minerals froem the Leased Premises; provided that such cone
Exzndred eighty-cay period shall be extendegd byilany pericd of
ferce majeure eccurring within such one hundré¢d eighty-day
Period, pursuart to Section 23 of this Mining fease, Unless
ctherwise specified, all references to the "term" bf this Mining
Lease shall mean and include the initial term,! and any ternm
coentinued by operations upon the Leased Premises. |

&dvance Royalty payments provided for herein. jﬁfh aperations

5. Pavments.

On or before each anniversary date, while this Mining
Lease remains in effect, Lessee shall pay toc the Cwner the
feilowing sums in U.5. dellars:

December 1, 1988 - $25,000.00 L

Decenber 1, 1989 apnd annually thereafter $50,000.00

Cash payments rade December 1, 199%0 and annually
thereafter shall be "Advance Royalty,"™ and shall constitute
zepayment of, and advances against, Production Royalty aceruing
4T any time during the term of this Mining Lease. oOne half of
a2ll producticon rcyalties due to owner exceeding 550,000 in any
¥=ar can be agrlied d4dainst the Previously paid advance
royalties,
After croductien of Subject Minerals commences, the
Acvance Royalty payable teo Owner on or before any specifieg
Peyment date, srhall be only that amount by which the Acdvance
Royalty set forth in this Sectien 5 exceeds Prcduction Royalty
paid to Owner ir the four (4) calendar Quarters immediately
preceding such anniversary date.

6. Production Rovyalty,

There is hereby reserved to Owner as’ "Production
Foyalty®" the sums stated on Exhibit vp* attached hereto and by
this reference made a part hereof. Payment of Frodugtion Royalty
skall be made by Lessee to Owner within twenty-fide (25) days
after the end af the calendar quarter in which sug¢h Production
Reyalty accrues. Froduction Royalty shall be deemdd to accrue

Bayable hereunder, or if the concentrates are retai
for further Processing by or for it, and are de
Provided in Exhibit "B", Production Royalty shall
accrue when such further pProcessing occurs. Each
skall be accompanied by a settlement sheet from the
4 statement setting forth in reasonable detail the
calculation of such Production Royalty. ]
All statements rendered to Owner by Lessge shall pe
cenclusively presumed to be true and correct aftet sixty (60)
days from the date they are delivered to Owner unless within said

ch payment
rchaser and W
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period Owner takes exception thereto and makes written claim on
Lessee for adjustment. If Owner fails to make written claim for
adjustment within such period, the statemeht shall he
conclusively deemed correct, and no exception [or claim for
adjustment shall thereafter be permitted, but such period of
limitation shall not apply in the event of fraud by Lessee. No
adjustments favorable to Lessee shall be made unleds within such
period or unless in connection with a claim of Owner.

The mineral content of all ore mined and removed from
the Leased Premises shall be determined by Lessee, or by the
mill, smelter, or other processing facility to whiech the ore is
shipped, in accordance with generally accepted [sampling and
analysis procedures. Upon request to Lessee, and at Owner's
expense, Owner shall have the right to have a epresentative
present at the time samples are taken. ;

If Lessee mills or otherwise processes the ore from the
Leased Premises, Owner shall be furnished at Owner'ls request and
a#t no expense to Owner, a portion of all samplles taken for
analysis. Split samples shall then be retained Lessee for
later analysis by an independent referee to be seledted by mutual
agreement cf the parties and, in the event df a dispute
concerning Lessee's assay of samples, Production Ro alty payments
shall be based on the assay results determined by t independent
referee. Except in the event of fraud committed W Lessee, all
statements or reports wherein Lessee's assay of samples are set
forth shall be ccnclusively presumed to be truel| and correct,
unless, within sixty (60) days after such statements or reports
are delivered to Owner, Owner makes written cbjectian thereto and
demands an assay by the independent referee; and unless okbjection
and demand is made within such period, Lessee shall| have no duty
to continue to preserve the split samples after the end of such
period. The.cost of the independent referee shall He paid by the
party whose assay show the greatest variance from| that of the
independent referce. '

7. Manner of Making Payments.

All payments to Owner required by this rining Lease
shall be paid by Lessee's check payable to the order| of Joseph W.
Mueller, or, at Lessee’'s option, to the First Intergstate Bank of
Golden, N.A., at P.0O. Box 428§, Golden, CO. 80402-0428, U.S.A., or
its successor bank, for Joseph W. Mueller's credig. A single
payment or tender to said depository bank shall be Imade by mail
or by delivering a check to it and such a payment shall
effectively and for all purposes whatscoever congtitute full
payment of the amount thereof to Owner to the same lextent as if
made to it directly, i

8. Royalty Buyout.

) . If on or before December 1, 1990, lessee,| in its sole
discretion, elects to buy Owner's remaining royalty linterest, it

o oo 18 e 462 -




Lincoln County

6

shall deliver to Owner written notice of its dlection. The
notice shall be accompanied by certified funds il the amount of
one million five hundred thousand U.S. dollars { 1,500,000.00)., &
The exercise of the buyout shall be effective upon Owner
receiving the written notice and certified funds. Lessee shall
have no obligaticn to purchase the Qwner's royalty: interest.

9. No Implied Covenants.

Owner understands, and expressly ackhowledges and
agrees, that no implied ecovenant or condition whatpoever shall be
read into this Mining Lease relating to exploratich, development,
prospecting, mining, or production, or the time therefore, or to
any obligation of Lessee hereunder, or to the measure of
diligence thereof. The performance of annual assgssment work as
required by Sectien 14 of this Mining Lease and the pavrments of
Advance Royalty and Production Royalty made to ﬁwner hereunder
shall be in lieu of any such obhligations that might otherwise be
implied by law.

l0. Manner of Work.

All of the work which may be performed by Lessee
hereunder shall be performed in a good and workmangke manner and
in accerdance with sound mining and engineering practices, but
the timing, nature, manner and extent of any  , exploration,
development, cr mining operations shall be within the sole
cdiscretion of Lessee. Lessee shall comply with all laws, rules,
and regulations pertaining to any operation or activities
hereunder of federal, state and local authorities. If Lessee at
any time, and from time to time after commencing operaticns cr
production, desires to shut down or cease ¢perations cr
production for -any reason, it shall have the right to do se,
provided it makes the payments set forth in Section 5 of this
Mining Lease.

. Lessee may use and employ such methods ﬁf mining as it
may desire or find most profitable. Lessee shall aot be required
to mine, preserve. cr protect in its mining operptions any ore
containing Subject Minerals or other product containing Subject
Minerals ("product® as used in this Section/ 10, includes
concentrates, precipitates, and other mixtures resulting from the
recovery process), which under good mining practices cannot be
mined or shipped a2t a reasonable profit to Lesseg at the time
encountered. Any decision as to the manner and%form in which
ores or other products containing Subject Minerals are to be sold
shall be made by Lessee in its sole discretion.

Lessee shall have the right to mix, unde‘ground, at the
surface, or in the processing plants, any ores con aining Subject
Minerals or other products containing Subject Minprals produced
from the Leased Premises or any portion thefeof with ore
containing Subject Minerals or other products con ining Subject
Minerals from any other 1lands, provided that the mixing is
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accomplished only after the products have been determined or
ascertained by sound engineering principles. | Before Lessee
intends to implement or change any procedure to mix ores or
products containing Subject Minerals, Lesgsee shall provide Owner
with all relevant details concerning the reason ifor mixing and
the manner of measuring to be empleyed so that ner can consent
to the procedure to be employed. Cwner's copsent will not
unreasonably be withheld. If Owner ‘takes no dction within a
thirty (30} day period after notice is giver, Owner shall be
deemed to have consented to the procedure and see may employ
it in Lessee's operations hereunder. An accurat record of the
tonhage cor volume of products and the analysis of products from
each property going into such mixture shall Eel kept and macde
available teo Owner at all reascnable times, he tonnage or
volume or ores containing Subject Minerals fiom the Leased
Premises, together with the analysis therecf, shall be used as
the basis of the allccation between various properties cf
Production Royalty to be paid.

Lessee shall comply with all la¥s concerning
reclamation 'and protection of the environment 'on the Leased =
Premises., 'To the extent Lessee's obligaticons under such laws
arise during the term hereof, those obligaticn* will survive
termination of this Agreement. Appropriate bonds shall be
established to cover all reclamation costs ard 'proof of such
shall be made to the Owrer.

11, Technical Information,

Fromptly follewing the execution cf this Mining Lease,
Owner shall deliver to Lessee all geologicalg geophvsical,
gecchemical ang engineering datz and inforration in Cwner's
control which relates to the Leased Premises.

12. Records, Inspection and Confidentiality.

Owner and Owner's agents, duly authorized in writing,
may enter upon the Leased Premises to inspect the same, during .
normal business hours, at such times as shall not unreasonably
hinder or interrupt the operations and activitjes of Lessee.
Upon written request of Owner, Lessee shall make available to
Owner factual data cbtained on the Leased Prehises and all [
records of assay Teports, weight tickets or cther| factual data
pertaining to the calculation of Production Roya ty under this
Mining Lease. Lessee shall not be obligated to furnish Owner
with access to any interpretative data that deals|with geologic
concepts or other internal proprietary data, ihformation or
analysis. Owner shall enter upon the Leased Premiges at Qwner's
own risk .and expense and hereby indemnifies and holds Lessee
harmless from any loss, damage, claim or demand by reasan of
injury to or the bPresence of OQOwner, Ownefr*s agents,
Iepresentatives, licensees, guests, or any of them,.on the Leased
Premises or approaches thereto. 3
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Owner agrees to treat all information acquirea
hereunder as confidential and agrees that Owner sHall not use the
name of Lessee, its parent, subsidiaries or affiliates in any
document or press release, or disclose any information Owner may
obtain hereunder to third parties or to the publi without first
having obtained the written approval of Lessee.

13. Amendment, Relocatioen and Patént cf Claims;
Changes in Federal Mining Law

This Mining Lease shall constitute full and irrevocable
powWwer and authority during the term hereof fer Les;ee to relocate
or file additional and/or amended location certificates on ary of
the unpatented mining claims subject to this ¥ining Lease.
Further, this Mining Lease shall constitute full #nd irrevocable
power and authority during the term herecf for s$see toc apply
{at Lessee's sole cost and expense) for a United States mireral
patent in the name of Owner to any or all of ﬁhe unpatented
mining claims that comprise the Leased Premises, apd Owner agrees
to assist in such application in Any manner requested by Lessee.
%itional and/or
mining claims
or applies for a United States mineral patent to any or all of
such unpatented mining claims and such action is ynsuccessful or
the application is rejected in whole or in part, Lessee shall not
be liablie to Owner for such less in any mann r whatscever,
provided Lessee has proceeded in good faith in tak ng such acticn
or making such application. The rights of Lessee and Cwner under
this Mining Lease shall extend tc any and all such amended,
relocated; and patented mining claims and, if the| bourdaries of
any mining claims are changed by any such amend t, relccation
Or patent, the rights of Lessee and Owner hereunder shall also
extend to the ground originally included. in the ased Premises
claimed by the Owner con the date hereof.

If federal law shall hereafter provide a tenure system
for federally owned minerals or lands in which mingral resources
may exist and such system is at variance with or in substitution
for the existing system provided for mining locations under the
General Mining Law of 1872, as amended, and if uch law shall
give the owners of unpatented mining claims an optjon to acquire
rights under the new law in exchange for or in
their existing rights, this Mining Lease shall cofstitute full
bower and autherity to Lessee to make such election. 1In the
event such election is made, in order to keep this Mining Lease
in force and effect as to such unpatented mining glaims, Lessee
shall pay all minimum or advance royalties, rdantals, bonus
Payments, or other fees required by such substitut for modified
tenure systéem.

14. Assessment Work and Recording.

effect, Lessee shall perform all assessment wo ‘regquired by

So long as this Mining Lease remains #n force and
) &
federal and state laws and requiations to maintain he unpatented
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mining claims subject to this Mining Lease, and s

file affidavits of such performance {or notices of iintent to hold
such mining claims) in the appropriate county and
Management offices as required.or permitted by faderal or state
law or regulation, including without limitation, the Federal Land
Policy and Management Act of 1876 {the "Act™].| Lessee shall
pProvide Owner by August lst of each assessment work year with
evidence that such assessment work has been com-leted. Lessee
shall mail such affidavits by certified mail, gpeturn receipt
requested, to the appropriate office no later than thirty (30)
days before they are due and send a copy of the letter and all
materials heing filed or recorded to the Owner. rLassee shall not
be liable for the loss of unpaterted mining claims [for failure to
perform assessment work or failure to comply with the Act,
provided it performs work or records and files such affidavits or
notices which it reasonably and in good faith, in ccordance with
accepted practices of the mining industry, bellieved to bhe
sufficient to satisfy such work or recordi g and filing
requirements,

i

S0 long as this Mining Lease remains in force and
effect, Lessee shall have the authority, subject to the
provisions of this paragraph, to record with the Bureau of Land
Management, pursuant to the Act, the unpatented mining claims
comprising the Leased Premises to the extent such cllaims have not
been recorded by Owner prior te the effective date pf this Mining
Lease. Lessee shall not be liable for the loss | ¢f unpatented

mining claims for failure to record under this Act, provided it
endeavors to record the claims in goad faith. §ureau of Land
Management filing fees shall be palid by Lessed. If lLessce
records the mining claims that comprise the Letsed Premises,
Lessee shall notify in writing the Owner of suc recordation
within a reasonable time thereafter. Lessee shall have the
authority to file operating plans and transfers o interest as
may be required by law for the Leased Premises.

15. Protection From Liens and Damages.

Lessee will save, protect, and hold harmless Owner
against any and all claims, demands, attorn Y's fees, or
judgments for injury, loss, or damage arising outl of Lessee's
activities or operations on the Leased Premisesg, Lessee shall
keep the Leased Premises and the whole and every |part thereof
free and clear of liens for labor done or work perfdrmed upon the
Leased Premises or materijals furnished to it fer th exploration,
development, or opeération thereof under this Mini 9 Lease, but
Lessee shall have the right to dispute or contest tite validity of
such liens. Lessee's liability under this ction shall
terminate upon termination of this Mining lLeasel
causes of action accruing before the date of termin
mining operations begin, Lessee shall post conspic
main entrances to the Leased Fremises and at all en
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office on the Leased Premises which read as fibllows: *This
property is Jleased to NovaGold Rescurces, Ltd, (or the then-
lessee), and payment for any labor performed ©n or material
supplied to this property shall be the sole r poensibility of
such lessee. /signed/Jeseph W. Mueller, lessor [{specify then-
current address}.”

Lessee shall maintain insurance covering its operations
on Leased Premises, and such policies shall name Cwner as an
additional insured. During exploration the limi of the policy
shall be not less than $500,000 for injury or aceidental death,
and $5100,000 for property damage. At such time actual mining
commences, the limits shall be increased to $1,004,000 for injury
or accidental death and $500,000 for property camage.

'

16. Taxes.

shall pay all lawful public taxes and assesspents, whether
general, specific, or otherwise, assessed and| levied upon or
against the mining rights or attributable to Lessage's operations,
Or upen any ores and other products thereof, or upon any property
or improvements placed on the Leased Premises by csee; provided
that if any tax is now or hereafter levied on|or measured by
production, including severance and similar tages, the Owher
shall pay a pro rata share cf such taxes attributable to the
Froduction Reoyalty reserved herein. If Lessee sol elects, it may
initially psy such taxes levied on or measured by production, and
then ceduct Owner's pro rata share of such taxes firom any Advance
Royalty or Production Royalty payments thereafter due Cwner.
Lessee shall have the right to contest in the couarts or
otherwise, the validity or amount of any taxes or| assessments if
Lessee deems the same to be unlawful, unjust, uneqgual or
excessive, or to take such other steps or proceefdings as lessee
may deem necessary to secure a cancellatioh, reduction,
readjustment or equalization therecf before Lessee shall be
required to pay the same, but in no event shall ssee permit or
allow title to the Leased Premises to be lost as the result of
nonpayment of any taxes, assessments or other such charges while
this Mining Lease is in effect. Owner agrees to pay any and all
taxes assessed or levied on the Advance Royaltylor Production
Royalty payments made to it by Lessee,

So long as this Mining lease remains iﬁ#effect. Lessee

17. Right of Offset; Disputes or Adverse Claims.

If Owner fails to duly satisfy and ischarge any
mort§age, lien, or encumbrance chargeable solely to Owner on the
Leased Premises or suffers or permits any lien or|encumbrance to
be imposed upon the Leased Premises, Lessee at its option may,
but shall not be obligated to, pay and discharge any such
mortgage, lien or encumbrance and Lessee may reimbfirse jtself for
any such payment by withholding and retaining from Advance
Royalty and Production Royalty any amounts so paid by Lessee
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without prejudice to any right of Lessee to recovdr from Owner or
against the Leased Premises in any manner orjby &ny remedy
whatscever, and Lessee shall have all of the rights and remedies
against Owner which the mortgagee, lienor, of creditor had
immediately prior to the time of such payment. on the request
of Lessee, Owner shall promptly make, execute, Rckrowledge and
deliver to Lessee any and all instruments (in fork and substance
satisfactory to Lessee) which Lessee in its sole [udgment, shall
deem necessary or desirable to fully effectuate t provisions of
this paragraph. t

In case of suit, adverse claims, dispute, or questions
as to title to the Leased Premises or cwnership of any Advance
Royalty, Producticn Royalty, or other payment or ﬂnterest therein
payable to Owner, Lessee may withhold any payment due Owner that
is attributable to the portion of the Leased Premiges that is the
subject of the dispute and place it in an interest-bearing escrow
account until such suit, claim, dispute, or questions have been
finally resolved, and lessee shall have sixty (60) days after
being furnished with instruments evidencing sbch resolution
within which tec make payment. Both parties shall have the right,
at their own cost and expense, to contest any condemnation
proceedings initiated against the Leased Premises.

18. Default; Termination by Owner.

The breach by Lessee of any obligation arising under
this Mining Lease {the word T™obligation® shall specifically te
construed so as to include the paying of any amounts ¢ue and
owing pursuant to the provisions of Sections 5 and 6, as well as
any other payments due under other terms and provisions of this
Mining Lease), shall not werk a forfeiture, condition or
termination of this Mining Lease, nor cause a terminatien or
reversion of the estate created hereby, nor be grounds for
cancellation in whole or in part. If Owner consifdlers that there
has been a breach of any cbligation, Owner, shall| notify Lessee,
in writing, of the facts relied upon as constituting a breach
herecf and Lessee, if in default, shall have t%}rty {30) days
ften (10) days in the case of payment of money] after receipt of
the notice in which to commence compliance with khe obligations
imposed by virtue of this Mining Lease. ‘

19. Termination by Lessee.

This Mining Lease shall terminate automhtically at the
end of its ipitial term unless the term is extended pursuant to
Section 4 of this Mining Lease, or unless soongr terminated.
Lessee shall have the right at any time to terminkte this Mining
Lease as to the unpatented mining claims compris ng the Leased
Premises by giving notice of such electicn to terminate in the
manner set forth in Section 25 of this Mining Ldase: provided,
however, that such notice may not be given within fhe last ninety
{50} days of the assessment work year unless Leskee .shall have
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performed all assessment work for that assessmen work year and
shall have agreed to record and file affidavits of such
assessment work as required or permitted. Upon ssch termination,
all right, title, interest and cbligation of Lessee hereunder in
and to the Claims specified in the ncozice shall ferminate except
obligations which then have accrued under the express provisicns
of this Agreement and which then have not been paid or performed,
including accrued exploration expenditure obligations and all
applicable environmental and regulatory agency requirements.

20. FEvidence of Release,

In the event of termination of this Mining Lease as to
all or any part of the Leased Premises,; Lessee ghall surrencder
peaceably to Owner pcssession of the Leased Premises covered by
the notice of termination and shall deliver to Owner an
appropriate instrument releasing and terminating its interest
under this Mining Lease to any such portion of the Leased
Premises. 1f reguested to do so within ninety (90) days after
termination of this Minirg Lease as to all or any portion of the
Leased Fremises, Lessee shall deliver to Owner all factual
informaticn, such as geclogical and geophysical gdata. assays,
¢laim maps, logs, drill hole locations, mining feasibility
studies, a split of all available core eor other samples, and
other similar factual data, obtained by Lessee in its cperaticns
on the Leased Premises or porticn therécf as to which this Miring
lLease is terminated. It is expressly understood and agreed that
Lessee is not oblicated to furnish OQwner with interpretative data
that deals with geologic concepts or other intermal proprietary
data, information or analysis.

2l. Rights After Termination.

Lessee shall have the right, for a period of one (1)
Year after termination of this Mining Lease, to remove all
buildings, improvements, equipment, structures, residue or
tailings remaining after the initial processing or milling of the
crude ores mined from the Leased Premises, and pegscnal property
erected or placed in or upon the Leased Premises by Lessee;
provided that such right of removal shall Bot extend to
foundaticns and mine timbers in place unless Owner shall have
given Owner's prior written consent thereto. This one-year
period shall be extended by 2ny period of force majeure as
provided in Section 23 of this Mining Lease arising during such
one-year pericd. Any such property not removed within the time
provided herein shall become the sole property of Owner, and
Lessee shall have no right, title, interest, d¢bligation, or
liability with respect thereta. ILessee shall also have the right
of reasonable ingress to and egress from the Leasdd Premises for
sc long after termination of this Mining Lease ag is necessary
for Lessee to accomplish such reclamation or restoration of the
Leased Premises or to make such inspections as may be required of
Lessee by state or federal law.
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22. Assignment.

Lessee shall have the right to fre*ly assign this
Mining Lease in whele or in part or to sublease|all or portions
of the Leased Premises a2t any time during the te#m hereof and to
contract with others to work any mine or mines mpon the Leased
Premises. Lessee shall notify Owner promptily of any such
assignments or subleases.

Any conveyance by Owner of interest$ in the Leased
Premises or assignment of rights under this Mining Lease shall be
subject to this Mining Lease and shall not be binding upon Lessee
until Lessee has been furnished with the original or a certified
copy of the instrument effecting such conveyarce ©r assignment.

23. Force Majeure.

If Lessee is unable, wholly or in part, to perform any
of the terms or covenants of this Mining Lease, other than the
covenants to pay Advance Royalty and Production Revalty. by
reason of damage or delay resulting from disaster; disturbances,
shortage or unavailability of labor or material or egquipment,
strikes, lockouts, other industriz]l disturbances, acts of God,
acts of the public enemy, war, blockage, riot, insurrection,
lightning, fire, storm, flood. inclement weather, explosion, or
any regulations, governmental delay and restrajnts (including,
but not 1lirited to, lané use, and environmental contrcls or the
inability to obtain necessary permits), or onr account of any
eventuality or conditions, whether or not similar to those
specifically enumerated above, beyond the reasomable control of
Lessee, Lessee shall be excused from performance of any
obligation affected by such condition during the period required
to overcome the delay and for sixty (60) days thereafter, and the
time for performance of Lessee's obligations *ffected by said
condition and the term of this Mining Lease shall) be extended for
a like period. Lessee agrees to give notice prombtly to Owner of
such events of force majeure after the cccurrenge or discovery
thereof and to use reasonable diligence to remove causes of force
majeure as may occur from time to time; pravigi, however, the
dispesition, settlement or handling of strike, lockouts, or other
labor difficulties and disturbances shall be entirely within the
discretion of Lessec.

24. Recording of Short Form Notice.

If requested by Lessee, Owner agrees to execute a
memorandum of this Mining Lease {(short form) for the sole purpose
of recordation in the real property records sufficient to give
record notice, pursuant to the laws of the State of Nevada, of
the existence of this Mining Lease. This Mining| Lease shall not
be recorded without the written consent of Lessee.
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25. Noﬁices.

election, or other correspondence required

or permitted hereunder shall be deemed to have been pr?perly
given when made in writing and effectivej when delivered

personally to the party to whom directed, or %;en deposited in

Any notice,

the United States certified mail, or when sent Hy telegraph, with
all necessary postage oY charges fully prepaidp return receipt
requested (or in the case of a telegramg confirmation of
delivery), and addressed to the party to whom directed at its
below specified address:

As to Lessec: KovaGold Resources Nevadg Inc.
znd, Flr. 1583 Hollis St.
Halifax, Nova Scotia
canada B3J 1vV4 ‘

As to Owner: Joseph W. Mueller
P.0., Box 528
Conifer, Coloradc 80433
U.S.A.
Either party hereto may change its address for the purpese of
receiving notices or communications hereunjer by furnishing
notice therecf to the other party in compliance with this Section

25. 1

2¢. Entire Mining TLease.

This Mining Lease contains the ehtire agreement,
express ¢r implied, of the parties hereto, an the parties agree
+hat no promises OT representations of any nature which shall he
binding upon them have been made by either of them to the other
which are not set forth herein.

27, Construction.

whis Mining Lease and the rights of the parties
hereunder shall be governed by the laws of th United States and
the State of Nevada. 1f this Mining Leasp or any provision
herecof is found to be inconsistent with or © ntrary to any such
law or regulation thereunder, ¢his Mining Lea shall be regarded
as being modified to the extent required to mply with such law
or regulation, and, as so modified, shall co inue in full force

and effect. The headings used herein are jor convenience of
reference only and shall not be taken or <o trued to define or
limit any of the terms or provisions hereof Unless otherwise

provided or unless the conteXt cshall otherwise require, words
importing the singular number shall include fthe plural number,
words importing the masculine gender shall include the feminine
gender, and vice versa.
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28. Subsequent Changes.

or modification of this Mining Lease or any of covenants and
agreements herein contained shall be effective pnless made in
writing, dated subsequent hereto, and signed by all parties.

It is understood and agreed that no ctq:ge, alteration
e

29, Inurement.

This Mining Lease shall inure to the: benefit of and
shall be binding upon all of the heirs, exdcutors. legal
representatives, administrators, successors ip interest and
assigns of the parties hereto.
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IN WITNESS WHEREOF, the parties have executed this
Mining Lease effective as of the day and year first above
written.
OWNER:

Groch N asllon

Joseph W. Mueller

SN )Y M )}’_’ N S

N. Renee Mueller

AR NNC.

- b

{Owner's Statement)

STATE OF COLORADO )
)

COUNTY OF -JEFFERSON )
PENER

The foregng instrument was acknowledged before me this
\5 fh day of

W,

N. Rensa Huel lg:/.

s 19 ?, by Joseph W. Mueller and

LI

s Taz
! LT T
Lo g

"IWiﬁ'nesls' my hand and official seal.

- N e 1-
T e T T

"o, .7 .. Notary blic 0’? \
. . ie J\" : -

R

My commission expires: Q MEI_ J1a) ' 7G 0

sk 18 me 473




Lincoln County

17

(Lessee's Statement)

On this /quay of December, 1987, pefore me,
a8 Notary Public in and for Nova 5¢otia, duly commissioned
and sworn, persconally appeared GERALD ]. McCONNELL, who
acknowledged that he executed this lease in hils capacity
as President of NOVAGOLD RESOURCES NEVADA INC.| and ‘en behalf
of said corporation and that the corporation ejecuted this
lease,

PUBLIC
T JANICE A. ETAIRS

s d for the
ANoary Pusic b and &
Province ¢f Npva Scota
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EXHIBIT A
TO
Mining Lease
DATED DECEMBER 1, 1987

BETWEEN i
Joseph W. Mueller and N. Renee Muellex
*OWNER" ;
and )
NOVAGOLD RESGURCES NEVADA INC.

"LESSEE"®

The claims in Sections 15, 16, 21, 22, 27, 28,
Township 2N, Range 69E, Lincoln County, Statd cof Nevada,
deemed to consist of B00 acres (whether more or less).

Patented Claims

Claim Name Mineral Survey No.
No patented claims.

Unpatented Claims

Claim Name County Recordation Data BLM Serial No.
Book Page
Au 11, 13, 39 469 BMC148987-
15-20, 22-25 38 409-420 148999
Horse 1-4, 40 698-699 NMC176773-178788
5-14 (amended), 41 01-14 189705-189709
15-21, 23-25 41 473-482 189711-189712
43 405-409 371225
43 412-413 '
71 201B
75 480
Au Fraction 14, 50 478-480 NMC24{2369-242371
15, 21 '

A. The following "Area of Interest”™ in Lincoln
County, Nevada, is subject to the special ?:ovisions
contained in paragraph B of this Exhibit "A":

i
i

Any lands within onre (1) mile of th exterior
Perimeter of claims hereinabove described in t is Exhibit
IAII' i

H
Initialled for identification:
Owner
Owner -
Lessee »
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B. The parties to the Mining Lease to which this
Exhibit "A" is attached (hereinafter, "the Mining Lease"™)
agree that the "Area of Interest™ described in paragraph A of
this Exhibit "A" is subject to the following special
provisions;

(1) If Owner or any perscen acting for or on behalf
of said Owner locates or otherwise acquires
any additional claims of any natuyre in the
Area of Interest, such claims, at the optiecn
of Lessee, shall be subject to the Mining
Lease, provided that any Productio Royalty
payable on Subject Minerals from such
additional claims shall be payable at the rate
set forth in Exhibit "B" to the Mi ing Lease
for production within the Area of Interest and
not within the Leased Premises.

(2) 'Should the ILessee locate any additio#al claims
within the Area of Interest it willi'do so in
its npame, provided, however, that 411 claims
so located will be subject to the Broduction
Royalty provisions set forth in Exhibit "B* to
the Mining Lease for production within the
Area of Interest and not within the Leased
Premises, but such claims shall not %e subject
to the Advance Royalty provisiens hereof,

(3) It is further understood that the Mining Lease
shall not preclude Lessee from dealing with
any other present of future locato who may
independently locate claims within the Area of
Interest after the effective date of the
Mining Lease and that any mining claims-
acquired by Lessee from such inizpendent
locator ‘shall not be subject to the Mining
Lease,

(4) Upon termination of this agreement, any
additional claims, properties or rights
acquired by lessee in the Area of Interest
shail be quit-claimed to Owner.

Initialled fo Identification:
Owner:
Owner;
Lessee
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EXHIBIT B
TO
Mining Lease
DATED DECEMBER 1. 1987
BETWEEN
Joseph W. Mueller and N. Renee Mueller
"OWNER"
and
ROVAGOLD RESOURCES NEVADA INC.
"LESSEE"

Owner reserves as Producticn Royalty to a cap of
three million U.5. dollars ($3,000,000), five percent (5%) of
the “Gross Value", as that term is hereinafter cdefined, of
all ores containing Subiject Minerals, mined or otherwise
recovered and removed from the Leased Premises. Owner is
also granted by Lessee a Producticn Royalty of five percent
{5%) of the Value of all ores containing Subject Minerals
Produced from claims subject to the Area of Irterest
provisions of paragraphs A and B of Exhibit "A" te the Mining
Lease during the term of such Mining Lease.

When ores containing Subject Minerals are sold by
Lessee in raw form before any processing or beneficiation, in
an arms length transacticn to a curchaser that is not
affiliated with Lessee, the *"Value"™ of the ores shall be
deemed to be theractual amourt received by Lessee frcm the
sale of the ores, after deducting transportatien costs from
the mine to the peint of sale and deductiens made by the
purchaser of any of the ores for sampling, assaying, and
penalties,

If after milling or beneficiation the concentrate
is delivered for further pProcessing to a smelter or other
processing facility before they are sold by Lessee, the
"Value" shall be the amount realized by and paid or credited
to Lessee for the Subject Minerals by the processing
facility, smelter, or other purchaser, after adding purchaser
credits and deducting purchaser penalties, severance and
similar taxes, and transportation charges from the mill to
the processing facility, smelter, or other purchaser.

In the event, smelting or refining are carried ocut
in facilities owned or controlled, in whele or in part by
Lessee, the Gross Value of Production Royalty shall be based
on the amount which woulgd have been payable to Lessee from a
bona fide smelter or other arms length purchaser of: products
from the Property with the same credits and dedugticns as

described in paragraph 3 above,
Na. —BS—EL

Initialisd for Ide ification: Filz AN2 F3222i3 AT B I OF
Cwner ; Hill Cassas g‘LLg@uLgLﬁrwin
owner: M p o Feb. 16, 1988’

Lessee: AL e sr )l e
s - Lonerion Bl i
< :

R .._Elg_.._ LN

¥ BIVAZAL

RANK C. HULSE _
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