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Santa Fe Pacific Mining, Inc.

6200 Uptown Blvd. N.E, Suite 400
Box 27019

Albuquerque, New Mexico 87125
505/881-3050

February 2, 1988

Re: Herschell Patented Mining Claim
Tombstone Area
Cochise County, Arizona

2

Mr. Frank E. Brown  /g5) Sg/' 0¥~
5709 Kingsfield
E1 Paso, Texas 79112

Dear Mr. Brown:

I received your telephone message and have enclosed for your consideration
a proposed Mining Lease for the Herschell patented mining claim (MS 874)
located in Section 11, Township 20 South, Range 22 East, containing 4.158
acres, more or less.

Basic terms of the lease include:

Term: 10 years and as long thereafter as any mining, development or
processing is being conducted (as more fully set out in the
lease).

Royalty: 4% net returns.

Advance Royalty: [Initially for first two years - $400.00
2nd through 5th anniversaries - $100.00/year
6th anniversary and thereafter - $200.00/year

Alternately, we would propose a Mining Lease with Option to Purchase. The
form of the lease would be the same as enclosed with an added provision
allowing Santa Fe the option to purchase the property at any time during
the term of the lease. Total purchase price would be $2,200.00 toward
which all advance and production royalty payments would apply.

Under a Mining Lease and Purchase Option we would be willing to pay ad-
vance royalties along the following schedule:

Initially for first two years- $ 400.00
2nd through 6th anniversaries- $ 200.00/year
7th and 8th anniversaries - $ 400.00/year

Total Purchase Price - $2,200.00

A Santa Fe Southern Pacific Company



Mr. Frank E. Brown
February 2, 1988
Page 2

After you have a chance to review our offer, please give me a call at
(505) 881-3050. Please call me collect.

Thank you for your consideration.

Very truly yours,

T. M. Roesch
Landman

TMR: fy

Enclosure



MINING LEASE

THIS LEASE is made effective as of the day of , 1988

by and between FRANK EARLE BROWN and wife,

and BRYAN W. BROWN and wife

(hereinafter designated as "Owner", whether one or more), and SANTA FE PACIFIC

MINING, INC., a Kansas corporation (hereinafter designated as “Lessee"):

WITNESSETH:

WHEREAS, Léssee wishes to acquire from Owner, and Owner wishes to grant to
Lessee, a mining lease of the “Leased Premises" (hereinafter defined) pursuant
to which Lessee shall have the exclusive right to explore, develop and mine the
"Leased Premises", all on the terms and conditions hereinafter set forth:

NOW, THEREFORE, for a valuable consideration paid to Owner by Lessee, the
receipt and sufficiency of which is hereby acknowledged, and in consideration
of the covenants hereinafter set forth, Owner and Lessee agreé as follows:

1 The "Leased Premises"

The Leased Premises shall mean all of the property and interest in property
described in Exhibit A attached hereto and made a part hereof (whether consisting
of patented mining claims or other real property, or any combination thereof)
together with all of the ores, minerals and materials thereon and thereunder, and
all right, title and interest of Owner in and to the surface of said property,
and all water, water rights, easements and rights-ofway now and hereafter owned
or held by Owner in, upon or under the said property or in any way pertaining

thereto.
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2 Warranties and Representations

Owner represents and warrants to Lessee: (i) that subject to the matters
specifically set forth in Exhibit A, Owner owns and has the exclusive possession
of the Leased Premises; and (ii) that Owner has the full right, power, and
capacity to enter into this Lease upon the terms set forth herein.

3. Term

Unless sooner terminated as hereinafter provided, the term of this Lease shall
be for a period of _10 years commencing on the effective date hereof and for a
continuing term_as long thereafter as any mining, development or processing is
being conducted hereunder on a continuous basis. For purposes of this Section 3
such operations shall be deemed as being conducted on a continuous basis unless
and until, and after the end of the initial term, a period of 365 consecutive
days elapses during which no mining or development or processing is conducted:
excluding, however, periods of force majeure and suspensions of operations due to
economic causes, both hereinafter defined. The term "development" shall mean
work or construction in preparation for mining or processing a proven or possible
reserve, including further development drilling of such a reserve, but excluding
exploration drilling. Unless otherwise specified, all references to the “term"
of this Lease shall mean and include both the initial term and the continuing
term.

4, Grant

Owner hereby grants, demises, leases and lets the Leased Premises exclusive-
ly unto the Lessee, its successors and assigns, with the exclusive right and
privilege to explore for, develop, mine (by open pit, strip, underground, solution

mining or any other method, including any method hereafter developed), extract,



mill, store, remove and market therefrom all ores, minerals and materials of
whatsoever nature or sort (herein designated as "Leased Substances") and to
use and consume so much of the surface thereof as may be necessary, useful or
convenient for the full enjoyment of all of the rights herein granted. Lessee
is hereby further granted the exclusive right to construct and use structures,
facilities, equipment roadways, railroads and haulageways, and all other appur-
tenances (herein called "Production Facilities") installed on the Leased Premises
for the purpose of producing, removing, treating or transporting metals, ores,
minerals or materials from the Leased Premises or from adjoining or nearby
property owned or controlled by Lessee, and the right to mine and remove Leased
Substances from the Leased Premises through or by means of shafts, openings or
pits which may be made in or upon adjoining or nearby property. For an additional
consideration of One Thousand Dollars ($1,000.00) the right to use said Production
Facilities will continue after the expiration of this Lease for so long as use of
the Production Facilities is required by Lessee in connection with operations on
said adjoining or nearby property. Lessee's operations hereunder and in its
mining of adjoining or nearby lands may be conducted upon the Leased Premises or
upon such other lands as a single mining operation, to the extent as if the
Leased Premises and all such other properties constituted a single tract of land.
After Leased Substances from the Leased Premises have been sampled and weighed or
measured by volumetric survey, truck factors, or any other manner as will permit
the computation of royalty to be paid hereunder, Lessee may mix the same with
ores, materials or products from other lands. Lessee shall have the right, at
any time during the term hereof, to stockpile any material mined or produced from

the Leased Premises at such place or places as Lessee may elect, either upon the



Leased Premises or upon any other lands owned or controlled by Lessee. The
rights of Owner in and to any such material stockpiled on other lands shall not
be divested by the removal thereof from the Leased Premises, but shall be the
same in all respects as though such materials had been stockpiled on the Leased
Premises. If such other lands are not owned by Lessee, Lessee shall obtain from
the owners thereof a properly executed instrument under which the owners of the
other lands agree to recognize the interest of Owner in materials stockpiled on
such other Tands. The stockpiling of materials from the Leased Premises on other
lands shall not. be deemed a removal or shipment thereof requiring payment of
royalty thereon. Lessee shall have the further right, at any time during the
term hereof, to stockpile on the Leased Premises any ore or material mined or
produced by Lessee or its affiliate companies from other lands. Owner agrees to
recognize the rights and interests of others in such ores and materials stockpiled
on the Leased Premises and to permit the removal thereof by Lessee at any time
during the term of this Lease, or by the owners thereof for a reasonable time
after termination of this Lease, all without 1iability or expense to Owner. All
stockpiles on the Leased Premises shall be placed so as not to interfere with
mining operations on the Leased Premises. Waste, overburden, surface stripping
and other materials from the Leased Premises may be deposited off the Leased
Premises and may be deposited on the Leased Premises only if the same will not
interfere with mining operations on the Leased Premises.

5s Payments to Owner

A. Advance Royalty: On the date of execution of this Lease by Lessee and

Owner, Lessee shall pay to Owner the sum of Four Hundred Dollars ($400.00)




as advance royalty for the initial year. As to the payments set forth in Schedule
[ attached hereto and made a part hereof, Lessee agrees to make each such payment
to Owner, the due date of which occurs prior to termination of this Lease; it
being expressly understood that should this Lease be terminated, Lessee shall
have no obligation to make any of the payments, the due dates of which occur after
such termination. Each sum of advance royalty paid shall be applied against and
reduce the amount of any production royalty payments thereafter payable to OQwner
pursuant to paragraph B of this Section 5; whether accruing to Owner in the same
year or in any year thereafter.

B. Production Royalty: In the event Lessee mines and markets Leased Sub-

stances from the Leased Premises, Lessee shall pay to Owner a production royalty
as set forth in Schedule II attached hereto and made a part hereof.

C. MWeights and Analyses: Lessee shall measure ore, weigh other product and

take and analyze samples thereof in accordance with sound mining and metallurgical
practice, and keep accurate records thereof as a basis for computing royalty
payments, which records shall be available for inspection by Owner in accordance
with Section 6.

D. Method of Payment: All payments required to be made by Lessee to Owner

may be made in currency, or by draft or by check, at the option of Lessee, and
said payments may be mailed or delivered to Owner at the address specified in

Section 14, or to Owner's credit in the ,

which bank and its successors shall continue as the depository for said payments
regardless of changes in the ownership of the Leased Premises. Upon making any
payment as described above, Lessee shall be relieved of any responsibility for

the distribution of such payment to Owner or Owner's successors in interest. The



delivery or the deposit in the mail of any payment hereunder on or before the due
date thereof shall be deemed timely payment hereunder.

E. Adverse Claims: Disputes: In case of any suit, adverse claim, dispute

or question as to the ownership of the Leased Premises or concerning advance or
production royalties or any interest therein payable under this Lease, Lessee
shall not be deemed to be in default in payment thereof until final disposition of
such suit, claim, dispute or question, and Lessee may withhold payments due Owner
hereunder with respect to the portion of the Leased Premises involved in such
dispute and deppsit the same 1in an interest-bearing account until there is a
final adjudication or other determination of such dispute. Lessee shall make
such payments, together with any interest earned thereon, within 30 days after
being furnished with the original or certified copies of instruments disposing of
such suit, claim or dispute in Owner's favor, or after delivery to Lessee of
proof sufficient in Lessee's opinion to settle such question in Owner's favor.
6. Inspection

Owner, or its authorized agents, at Owner's risk and expense, may enter
upon the Leased Premises to inspect the same at such times and upon such notice
to Lessee as shall not unreasonably or unnecessarily hinder or interrupt the
operations of Lessee. Owner, or its authorized agents, shall have the right to
inspect the accounts and records used in calculating production royalty paid to
Owner hereunder, which right may be exercised as to each quarterly payment of
production royalty, at any reasonable time during a period of one year from and
after the date on which the quarterly payment of production royalty was paid by
Lessee. Owner agrees to treat all information received hereunder as confidential

and hereby covenants and agrees that it shall not, without having first obtained




the written consent of Lessee as to the form and content, disclose any information
it may obtain hereunder nor issue any press release concerning operations on the
Leased Premises.

Is Conduct of Operations: Protection from Liens

Lessee agrees to comply with valid and applicable local, state and federal
laws and regulations governing its operations hereunder. Lessee shall pay all
expenses incurred by it in its operations on the Leased Premises and shall allow
no liens arising from any act of Lessee to remain upon the interest of Owner in
and to the Leased Premises; provided, however, that if Lessee, in good faith,
disputes the validity or amount of any claim, lien or liability asserted against
it with respect to the Leased Premises, it shall not be required to pay or
discharge the same until the amount and validity thereof have been finally
determined. If authorized by applicable statute, OQwner may post a notice of
non-1iability and Lessee shall keep such notice posted during the term of this
Lease. Lessee shall carry workman's compensation or industrial insurance coverage
to the extent required by the laws of the state in which the Leased Premises are
situated.

8. Taxes

Lessee shall pay all taxes, assessments and other governmental charges
imposed upon the Leased Premises and upon any equipment and improvements placed
by it thereon for the periods that this Lease is in effect. Owner agrees to
promptly transmit to Lessee all notices pertaining to such taxes, assessments and
charges which Owner may receive. If this Lease is terminated, such taxes shall
be prorated between Lessee and Owner for the tax year in which such termination

occurs. Lessee shall have the right to contest, in the courts or otherwise, in




its own name or in the name of Owner, the validity or amount of any such taxes or
assessments if it deems the same unlawful, unjust, unequal or excessive, or to
take such steps or proceedings as it may deem necessary to secure a cancellation,
reduction, re-adjustment or equalization thereof before it shall be required to
pay the same, but in no event shall Lessee permit or allow title to the Leased
Premises to be lost as the result of non-payment of any taxes, assessments or
other such charges. Lessee shall not be liable for any taxes levied or measured
by income or taxes applicable to Owner based upon advance or production payments
to Owner under this Lease.

9. Title Matters

A. Title Documents: Upon written request of Lessee at any time during the

term hereof, Owner shall promptly deliver to Lessee all abstracts of title to and
copies of all title documents affecting the Leased Premises which Owner has in
its possession, together with copies of all plats and field notes of surveys of
the Leased Premises which Owner has in its possession.

B. Title Defects, Defense and Protection: If (i) in the opinion of Lessee's

counsel, Owner's title to any of the Leased Premises is defective or less than as
represented in Section 2, or (ii) Owner's title 1is contested or questioned by
any person, entity or governmental agency, and if Owner is unable or unwilling
to promptly correct the defects or alleged defects in title, Lessee may attempt,
with all reasonable dispatch, to perfect, defend, or initiate litigation to
protect Owner's title. In that event, Owner shall execute all documents and
shall take such other actions as are reasonably necessary to assist Lessee in its
efforts to perfect, defend or protect Owner's title. If the title is less than

as represented 1in Section 2, then (and only then) the costs and expenses of



perfecting, defending or correcting title (including, but without being lTimited
to, the cost of attorneys' fees and the costs of releasing or satisfying any
mortgages, liens and encumbrances) shall be a credit against payments thereafter
to be made to Owner under the provisions of Section 5 and Schedule I, unless the
encumbrance or dispute arises from Lessee's failure to perform its obligations
hereunder (in which case such costs shall be borne by Lessee).

C. Lesser Interest Provision: If Owner owns less than the entire and

undivided title and interest in and to the Leased Premises, then the rentals and
royalties herein provided shall be proportionately reduced and paid to Owner
only in the proportion which Owner's interest bears to the entire undivided title
and interest in and to the Leased Premises.

D. General: Nothing herein contained and no notice or action which may
be taken under this Section 9 shall limit or detract from Lessee's right to
terminate this Lease in the manner provided in Section 10.B.

10. Termination: Removal of Property

A. Termination by Owner: In the event of any default by Lessee in the

performance of its obligations hereunder, Owner shall give to Lessee written
notice specifying the default. If the default is not cured within 30 days affer
Lessee has received the notice, or if Lessee has not within that time begun
action to cure the default and does not thereafter diligently prosecute such
action to completion, Owner may terminate this Lease by delivering to Lessee
written notice of such termination, subject to Lessee's right to remove its
property and equipment from the Leased Premises, as hereinafter provided. Owner
shall have no right to terminate this Lease except as set forth in this Section

10.A.



B. Termination by Lessee: Lessee may at any time execute and deliver to

Owner, or place of record, a release or releases covering all or any portion or
portions of the Leased Premises and thereby surrender this Lease as to all or
such portion or portions and terminate from and after the date of release and
surrender all obligations as to the acreage surrendered except rental and/or
royalty obligations accrued as of the day of the release.

C. Removal of Property: Upon any termination or expiration of this Lease,

Lessee shall have a period of one year from and after the effective date of
termination in which to remove from the Leased Premises all of its machinery,
buildings, structures, facilities, equipment and other property of every nature
and description erected, placed or situated thereon, except supports placed in
shafts, drifts or openings in the Leased Premises. Any property of Lessee not
so removed at the end of said one year shall become the property of OQOwner.

D. Obligations of Lessee Upon Termination: If this Lease is terminated,

or if this Lease expires, Lessee shall:

(1) upon written request given by Owner within 30 days of such
termination or expiration, furnish to Owner, within a rea-
sonable time thereafter, copies of all available non-inter-
pretive exploration data pertaining to the Leased Premises
and prepared by or for Lessee and permit Owner, at Owner's
expense, to pick up any available core from the Leased
Premises: provided, however, that Lessee shall in no event
be liable to Owner for the loss of any core from the

Leased Premises;

- 10 -



(i1) execute and deliver to Owner a release and surrender of
this Lease and all of Lessee's interests in the Leased
Premises, the same to be in a recordable form; and

(ii1) comply with all valid and applicable local, state or
federal regulations as such relate to surface reclama-
tion.

11. Suspension of Operations

A. Force Majeure: Lessee shall not be liable for failure to perform any of

its ob]igationslhereunder during periods in which performance is prevented by any
cause reasonably beyond Lessee's control, which causes hereinafter are called
“force majeure". For purposes of this Lease, the term "force majeure" shall
include acts of God, fire, flood, undue shortage of power, strikes, insurrections
or mob violence, requirements or regulations of government and other causes of a
similar nature which are beyond the control of Lessee. Lessee shall notify Owner
of the date of commencement and cause of each period of force majeure and shall
also notify Owner of the time of removal of such cause.

B. Suspensions Due to Economic Causes: If at any time during the term

hereof and after expiration of the initial 10-year portion of such term, mining,
developing and processing operations are determined by Lessee to be uneconomic
due to wunavailability of a suitable market for Leased Substances, prevailing
costs of mining, developing or processing with respect to prices available
for Leased Substances, unavailability of equipment or of competent labor, or
imposition of governmental statutes, requirements or regulations making it
impractical to carry out such operations, Lessee shall have the right, from time

to time, to temporarily discontinue operations hereunder for a cumulative period
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not to exceed three years. 1In each such event, Lessee shall, within 30 days of
expiration of each Tlease year in which such temporary discontinuance occurs,
notify Owner of the total period of each such discontinuance during such year.

C. Obligations During Suspension of Operations: During any suspension of

operations under either paragraph A or B of this Section 11, Lessee shall:
(1) continue to pay all property and other taxes, assessments and charges payable
by Lessee described 1in Section 8 as and when they become payable as therein
provided: (ii) comply with all requirements of this Lease relative to maintaining
the status and title of the Leased Premises in good standing: and (iii) continue
to make payments to Owner as required under Section 5.
12. Notices
Any notice or communication required or permitted hereunder shall be
effective when personally de]ivefed or shall be effective when addressed:
If to Owner: Mr. Frank Earle Brown and
Mr. Bryan W. Brown
5709 Kingsfield
E1 Paso, Texas 79112
If to Lessee: Santa Fe Pacific Mining, Inc.
Box 27019
Albuquerque, New Mexico 87125
and deposited, postage prepaid, certified or registered, in the United States
mail. Either party may, by notice to the other given as aforesaid, change its

mailing address for future notices hereunder.

13. Binding Effect: Assignment

The rights of either party hereunder may be assigned in whole or in part and
the provisions hereof shall inure to the benefit of and be binding upon its heirs,

executors, administrators, successors and assigns, but no change or divisions in
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the ownership of the Leased Premises or payment hereunder, however accomplished,
shall operate to enlarge the obligations or diminish the rights 6f Lessee here-
under. No such change or division in the ownership of the Leased Premises shall
be binding upon Lessee for any purpose until the first day of the month next
succeeding the month in which such person acquiring any interest shall furnish
Lessee, at the address set forth in Section 12, with the instrument or instru-
ments, or certified copies thereof, evidencing such change, transfer or division
in ownership.
14, Memorandum

The parties to this Lease agree to execute and record a memorandum or short
form of this Lease in a form sufficient to constitute record notice to third
parties of the rights granted hereunder, which may be recorded with the County
Clerk or Recorder of the county or counties in which the Leased Premises are
situated.

15. Construction: No Implied Covenants

This Lease and the rights and obligations of the parties hereunder shall be
governed by the laws of the state in which the Leased Premises are situated.
Section headings herein are for convenience only and shall not be considered a
part of this Lease nor used in its interpretation. All of the agreements and
understandings of Lessee and Owner with reference to the Leased Premises are
embodied in this Lease, which supersedes all prior agreements and understandings
between Lessee and Owner with reference to the Leased Premises. The compensation
herein provided shall be deemed to be full payment to Owner for any damages which
may be caused to the Leased Premises by Lessee's operations hereunder so long

as Lessee conducts such operations in a reasonable and prudent manner without

- 13 -



~negligence on the part of Lessee. No implied covenants or conditions whatsoever
shall be read into this Lease relating to the prospecting, developing or mining
of the Leased Premises or any operations of Lessee hereunder, or as to the time
therefor or measure of diligence thereof, it being expressly agreed and under-
stood that any operations conducted by Lessee upon the Leased Premises shall be
conducted at such time and in such manner as Lessee, in its sole discretion, deems
advisable, subject only to the express provisions of this Lease.

16. Counterparts; Jciner

This Lease. may be executed in any number of counterparts and any party
who executes a counterpart need not execute the same counterpart as any other
party. Each of such counterparts shall be deemed to be an original, all of which
counterparts together shall constitute one and the same Lease. Execution hereof
by the spouse of any Owner is with the intent and for the purpose of releasing
and waiving any and all dower, homestead exemption, community property rights and
all other rights conferred upon or reserved to such spouse by the Taws of the
state in which the spouse resides and by the laws of the state in which the
Leased Premises are situated, together with all rights which such spouse has or
hereafter obtains (while this Lease is 1in effect) in and to the Leased Premises.

17. Compliance with Law

While conducting activities and operations on the Leased Premises, Lessee
shall comply with all applicable laws and regulations of all governmental
authorities with valid jurisdiction over the Leased Premises or Lessee's activi-

ties and operations on the Leased Premises.
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IN WITNESS WHEREOF, the Owner has executed this Mining Lease effective as of

the date first above set forth.

OWNER:
Frank Earle Brown
(SS # )
(SS # )
Bryan W. Brown
(SS # )
(SS ¥ )
LESSEE:

SANTA FE PACIFIC MINING, INC.

By

Vice President

- 15 -



STATE OF )
] 85,
COUNTY OF )
The foregoing instrument was acknowledged before me this day of

, 1988 by FRANK EARLE BROWN and

husband and wife.

Notary Public
My commission expires:

STATE OF

)
)
COUNTY OF )

The foregoing instrument was acknowledged before me this day of

, 1988 by BRYAN W. BROWN and

husband and wife.

Notary Public
My Commission Expires:

STATE OF NEW MEXICO )
COUNTY OF BERNALILLO )
The foregoing instrument was acknowledged before me this day
of , 1988 by , Vice President of SANTA FE

PACIFIC MINING, INC., a Kansas corporation, on behalf of said corporation,

Notary Public
My Commission Expires:




& EXHIBIT A

EXHIBIT A to Mining Lease by and between FRANK EARLE BROWN énd

: and BRYAN W. BROWN and

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee") and pertaining to the following described real property situated

‘ in Cochise County, State of Arizona

The Herschell patented mining claim located in Section 11,
Township 20 South, Range 22 East, GSRM, identified by the
Surveyor General as Mineral Survey #874, patented January 20,
1892 - General Land Office Patent #19478: containing 4.158
acres, more or less.

. SUBJECT TO:
1. Taxes, if any, which may constitute a lien, but which are not yet
due and payable: and
2. Rights-of-way, if any, for roads, telephone and telegraph lines and
pipelines of record in the office of the Clerk or Recorder of the
county in which the above described property is situated: and
3. Reservations contained in the United States Patents thereto.

Initial for Identification




SCHEDULE 1

SCHEDULE T to Mining Lease between _ FRANK EARLE BROWN and wife,

;_and BRYAN W. BROWN and wife,

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee").

Advance Royalty Payment Schedule (See Sectioﬁ 5.A.)

Lessee agrees to make payment to Owner of each of the following payments,

the due date of which occurs prior to termination of the Lease to which this

Schedule is attqched.

Amounts of
Anniversary Dates of the Annual Advance
Execution of this Agreement Royalty Payment
2nd anniversary through
5th anniversary $100.00/year
6th anniversary and thereafter $200.00/year

Initial for Identification




SCHEDULE 11

SCHEDULE II to Mining Lease between FRANK EARLE BROWN and

:_and BRYAN W. BROWN and

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee")

Production Royalty (See Section 5.B.)

In the event Lessee mines and markets Leased Substances from the Leased
Premises, Lessee shall pay to Owner, as a production royalty, 4% of the "Net
Returns" from the sale of Leased Substances so mined and marketed. "Net Returns",
as used herein, shall mean the total returns from the smelter or other purchaser
less:

(1) custom smelting costs, treatment charges and penalties,
including but without being limited to, metal losses,
penalties for impurities and charges for refining, sell-
ing and transportation from smelter to refinery and from
refinery to market; provided, however, in the case of
leaching operations, all processing and recovery costs
incurred by Lessee beyond the point at which the metal
being treated is in solution shall be considered as
treatment charges (it being agreed and understood, how-
ever, that such processing and recovery costs shall not
include the cost of mining, crushing, dump preparation,
distribution of leach solutions or other mining and
preparation costs up to the point at which the metal

goes into solution);



EXHIBIT A

EXHIBIT A to Mining Lease by and between FRANK EARLE BROWN and

:_and BRYAN W. BROWN and

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee") and pertaining to the following described real property situated

in

Cochise County, State of Arizona

The Herschell patented mining claim located in Section 11,
Township 20 South, Range 22 East, GSRM, identified by the
Surveyor General as Mineral Survey #874, patented January 20,
1892 - General Land Office Patent #19478; containing 4.158
acres, more or less.

SUBJECT TO:

1 &

Taxes, if any, which may constitute a lien, but which are not yet
due and payable: and

Rights-of-way, if any, for roads, telephone and telegraph lines and
pipelines of record in the office of the Clerk or Recorder of the
county in which the above described property is situated; and

Reservations contained in the United States Patents thereto.

Initial for Identification




STATE OF

)
) ss.
COUNTY OF )

The foregoing instrument was acknowledged before me this day of

. 1988 by FRANK EARLE BROWN and s

husband and wife.

Notary Public
My commission expires:

STATE OF

)
)
COUNTY OF )

The foregoing instrument was acknowledged before me this day of

, 1988 by BRYAN W. BROWN and

husband and wife.

Notary Public
My Commission Expires:

STATE OF NEW MEXICO )
S84
COUNTY OF BERNALILLO )
The foregoing instrument was acknowledged before me this day

of , 1988 by » Vice President of SANTA FE

PACIFIC MINING, INC., a Kansas corporation, on behalf of said corporation.

Notary Public
My Commission Expires:




MEMORANDUM OF MINING LEASE

Under the terms of that certain Mining Lease dated effective as of the

day of , 1988 by and between FRANK EARLE BROWN and

;_and BRYAN W. BROWN and

(therein and hereinafter referred to as "Owner", whether one or more) and

SANTA FE PACIFIC MINING, INC., a Kansas corporation

therein and hereinafter referred to as "Lessee"), Owner has granted, demised,
leased and let and does hereby grant, demise, lease and let unto Lessee that
property described in Exhibit A attached hereto and made a part hereof (the
"Leased Premises"), including without limitation all ores, minerals and mineral
rights and together with all water and water rights in, upon and under the
Leased Premises, exclusively unto Lessee, its successors and assigns, with
the right and privilege to explore for, develop, mine (by open pit, strip,
underground, solution mining, or any other method, including any method hereafter
developed), extract, mill, store, process, remove and market therefrom all ores,
minerals and materials of whatsoever nature or sort: all on the terms and
conditions and subject to the payments to be made to Owner, as fully set forth
in the said Lease which Lease is by this reference incorporated herein. Unless
sooner terminated in the manner therein provided, the term of the said Lease is
for a period of 10 years commencing on the effective date thereof and continuing
for as Tong thereafter as mining, development or processing operations are being
conducted thereunder or the Lease term is extended pursuant to the force majeure
and suspensions of operations provisions thereof, all as more fully set forth

in the Lease. Copies of the said Lease are in the possession of Owner c/o

-1 -




Frank Earle Brown, 5709 Kingsfield, E1 Paso, Texas 79112,

and in the possession of Lessee c/o

Box 27019, Albuguerque, New Mexico 87125.

IN WITNESS WHEREOF, this Memorandum of Mining Lease has been executed

effective as of the date first above set forth.

OWNER:

Frank Earle Brown

Bryan W. Brown

LESSEE :

SANTA FE PACIFIC MINING, INC.

By:

Vice President
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Santa Fe Pacific Mining, Inc.

6200 Uptown Blvd. NEE, Suite 400
Box 27019

. Albuquerque, New Mexico 87125
505/881-3050

January 19, 1988

. Re: Tombstone Area
Cochise County, Arizona

. Mr. Bryan W. Brown and
l;g Frank Earle Brown o9 /@'Hf)ff/-”d
E1 Paso, Texas 79902
2272
Dear Messrs. Brown:

Our exploration group has an area they are interested in exploring
for precious metals near the town of Tombstone, Arizona.

From a check of the records, it appears you own the "Herschell"
patented mining claim (MS-874) 1in Section 11, Township 20 South, Range
22 East.

. I would be interested in talking with you about a Mining Lease on
the property. Would you please call me at your convenience to discuss
this. Please call me collect at (505) 881-3050.

Thank you for your consideration.

T Very truly yours,

{

o J
TARC Y Ton Koesed.
V'[\\f"bl(‘ / T. M. Roesch
A" o Landman
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MINING LEASE

THIS LEASE is made effective as of the day of July , 1988

by and between _ TOMBSTONE RESTORATION COMMISSION

(hereinafter designated as "Owner", whether one or more), and SANTA FE PACIFIC

MINING, INC., a Kansas corporation (hereinafter designated as "Lessee");

WITNESSETH:

WHEREAs; Lessee wishes to acquire from Owner, and Owner wishes to grant to
Lessee, a mining lease of the "Leased Premises" (hereinafter defined) pursuant
to which Lessee shall have the exclusive right to explore, develop and mine the
"Leased Premises", all on the terms and conditions hereinafter set forth:

NOW, THEREFORE, for a valuable consideration paid to Owner by Lessee, the
receipt and sufficiency of which is hereby acknowledged, and in consideration
of the covenants hereinafter set forth, Owner and Lessee agree as follows:

1. The "Leased Premises”

The Leased Premises shall mean all of the property and interest in property
described in Exhibit A attached hereto and made a part hereof together with all
of the ores, minerals and materials thereon and thereunder, and all right, title
and interest of Owner in and to the surface of said property, and all water,

water rights, easements and rights-ofway now and hereafter owned or held by Owner

in, upon or under the said property or in any way pertaining thereto.

SFM-100-86a



2. Warranties and Representations

Owner represents and warrants to Lessee: (i) that subject to the matters
specifically set forth in Exhibit A, Owner owns and has the exclusive possession
of the Leased Premises; and (ii) that Owner has the full right, power, and
capacity to enter into this Lease upon the terms set forth herein.

3. Term

Unless sooner terminated as hereinafter provided, the term of this Lease shall
be for a period of 10 years commencing on the effective date hereof and for a
continuing term as long thereafter as any mining, development or processing is
being conducted hereunder on a continuous basis. For purposes of this Section 3,
such operations shall be deemed as being conducted on a continuous basis unless
and until, and after the end of the initial term, a period of 365 consecutive
days elapses during which no mining or development or processing is conducted:
excluding, however, periods of force majeure and suspensions of operations due to
economic causes, both hereinafter defined. The term "development" shall mean
work or construction in preparation for mining or processing a proven or possible
reserve, including further development drilling of such a reserve, but excluding
exploration drilling. Unless otherwise specified, all references to the "term"
of this Lease shall mean and include both the initial term and the continuing
term.

4. Grant

Owner hereby grants, demises, leases and lets the Leased Premises exclusive-
ly unto the Lessee, its successors and assigns, with the exclusive right and
privilege to explore for, develop, mine (by open pit, strip, underground, solution

mining or any other method, including any method hereafter developed), extract,




mill, store, remove and market therefrom all ores, minerals and materials of
whatsoever nature or sort (herein designated as "Leased Substances") and to
use and consume so much of the surface thereof as may be necessary, useful or
convenient for the full enjoyment of all of the rights herein granted. Lessee
is hereby further granted the exclusive right to construct and use structures,
facilities, equipment roadways, railroads and haulageways, and all other appur-
tenances (herein called "Production Facilities") installed on the Leased Premises
for the purpose of producing, removing, treating or transporting metals, ores,
minerals or materials from the Leased Premises or from adjoining or nearby
property owned or controlled by Lessee, and the right to mine and remove Leased
Substances from the Leased Premises through or by means of shafts, openings or
pits which may be made in or upon adjoining or nearby property. For no additional
consideration the right to use said Production Facilities will continue after the
expiration of this Lease for so long as use of the Production Facilities is
required by Lessee in connection with operations on said adjoining or nearby
property. Lessee's operations hereunder and in its mining of adjoining or nearby
lands may be conducted upon the Leased Premises or upon such other lands as a
single mining operation, to the extent as if the Leased Premises and all such
other properties constituted a single tract of land. After Leased Substances
from the Leased Premises have been sampled and weighed or measured by volumetric
survey, truck factors, or any other manner as will permit the computation of
royalty to be paid hereunder, Lessee may mix the same with ores, materials or
products from other lands. Lessee shall have the right, at any time during the
term hereof, to stockpile any material mined or produced from the Leased Premises

at such place or places as Lessee may elect, either upon the Leased Premises or



as advance royalty for the initial year. As to the payments set forth in Schedule
[ attached hereto and made a part hereof, Lessee agrees to make each such payment
to Owner, the due date of which occurs prior to termination of this Lease: it
being expressly understood that shouid this Lease be terminated, Lessee shall
have no obligation to make any of the payments, the due dates of which occur after
such termination. FEach sum of advance royalty paid shall be applied against and
reduce the amount of any production royalty payments thereafter payable to Owner
pursuant to paragraph B of this Section 5: whether accruing to Owner in the same
year or in any year thereafter.

B. Production Royalty: 1In the event Lessee mines and markets Leased Sub-

stances from the Leased Premises, Lessee shall pay to Owner a production royalty
as set forth in Schedule II attached hereto and made a part hereof.

C. MWeights and Analyses: Lessee shall measure ore, weigh other product and

take and analyze samples thereof in accordance with sound mining and metallurgical
practice, and keep accurate records thereof as a basis for computing royalty
payments, which records shall be available for inspection by Owner in accordance

with Section 6.

D. Method of Payment: All payments required to be made by Lessee to Owner

may be made in currency, or by draft or by check, at the option of Lessee. and
said payments may be mailed or delivered to Owner at the address specified in

Section 14, or to Owner's credit in the ,

which bank and its successors shall continue as the depository for said payments
regardless of changes in the ownership of the Leased Premises. Upon making any
payment as described above, Lessee shall be relieved of any responsibility for

the distribution of such payment to Owner or Owner's successors in interest. The



delivery or the deposit in the mail of any payment hereunder on or before the due
date thereof shall be deemed timely payment hereunder.

E. Adverse Claims: Disputes: 1In case of any suit, adverse claim, dispute

or question as to the ownership of the Leased Premises or concerning advance or
production royalties or any interest therein payable under this Lease., Lessee
shall not be deemed to be in default in payment thereof until final disposition of
such suit, claim, dispute or question, and Lessee may withhold payments due OQwner
hereunder with respect to the portion of the Leased Premises involved in such
dispute and deposit the same 1in an interest-bearing account until there is a
final adjudication or other determination of such dispute. Lessee shall make
such payments, together with any interest earned thereon, within 30 days after
being furnished with the original or certified copies of instruments disposing of
such suit, claim or dispute in Owner's favor, or after delivery to Lessee of
proof sufficient in Lessee's opinion to settle such question in Owner's favor.
6. Inspection

Owner, or 1its authorized agents, at Owner's risk and expense, may enter
upon the Leased Premises to inspect the same at such times and upon such notice
to Lessee as shall not unreasonably or unnecessarily hinder or interrupt the
operations of Lessee. Owner, or its authorized agents, shall have the right to
inspect tne accounts and records used in calculating production royalty paid to
Owner hereunder, which right may be exercised as to each quarterly payment of
production royalty, at any reasonable time during a period of one year from and
after the date on which the quarterly payment of production royalty was paid by
Lessee. Owner agrees to treat all information received hereunder as confidential

and hereby covenants and agrees that it shall not, without having first obtained



the written consent of Lessee as to the form and content, disclose any information
it may obtain hereunder nor issue any press release concerning operations on the
Leased Premises.

7. Conduct of Operations: Protection from Liens

Lessee agrees to comply with valid and applicable local, state and federal
laws and regulations governing its operations hereunder. Lessee shall pay all
expenses incurred by it in its operations on the Leased Premises and shall allow
no liens arising from any act of Lessee to remain upon the interest of Owner in
and to the Leased Premises; provided, however, that if Lessee, in good faith,
disputes the validity or amount of any claim, lien or liability asserted against
it with respect to the Leased Premises, it shall not be required to pay or
discharge the same until the amount and validity thereof have been finally
determined. If authorized by applicable statute, Owner may post a notice of
non-liability and Lessee shall keep such notice posted during the term of this
Lease. Lessee shall carry workman's compensation or industrial insurance coverage
to the extent required by the laws of the state in which the Leased Premises are
situated.

8. Taxes

Lessee shall pay all taxes, assessments and other governmental charges
imposad upon the Leased Premises and upon any equipment and improvements placed
by it thereon for the periods that this Lease is in effect. Owner agrees to
promptly transmit to Lessee all notices pertaining to such taxes, assessments and
charges which Owner may receive. If this Lease is terminated, such taxes shall
be prorated between Lessee and Owner for the tax year in which such termination

occurs. Lessee shall have the right to contest, in the courts or otherwise, in



its own name or in the name of Owner, the validity or amount of any such taxes or
assessments if it deems the same unlawful, unjust, unequal or excessive, or to
take such steps or proceedings as it may deem necessary to secure a cancellation,
reduction, re-adjustment or equalization thereof before it shall be required to
pay the same, but in no event shall Lessee permit or allow title to the Leased
Premises to be lost as the result of non-payment of any taxes, assessments or
other such charges. Lessee shall not be liable for any taxes levied or measured
by income or taxes applicable to Owner based upon advance or production payments
to Owner under this Lease.

9. Title Matters

A. Title Documents: Upon written request of Lessee at any time during the
term hereof, Owner shall promptly deliver to Lessee all abstracts o% title to and
copies of all title documents affecting the Leased Premises which Owner has in
its possession, together with copies of all plats and field notes of surveys of
the Leased Premises which Owner has in its possession.

B. Title Defects, NDefense and Protection: If (i) in the opinion of Lessee's

counsel, Owner's title to any of the Leased Premises is defective or less than as
represented in Section 2, or (ii) Owner's title is contested or questioned by
any person, entity or governmental agency, and if Owner is unable or unwilling
to promptly correct the defects or alleged defects in title, Lessee may attempt,
with all reasonable dispatch, to perfect, defend, or initiate litigation to
protect Owner's title. 1In that event, Owner shall execute all documents and
shall take such other actions as are reasonably necessary to assist Lessee.in its
efforts to perfect, defend or protect Owner's title. If the title is less than

as represented in Section 2, then (and only then) the costs and expenses of




perfecting, defending or correcting title (including, but without being limited
to, the cost of attorneys' fees and the costs of releasing or satisfying any
mortgages, liens and encumbrances) shall be a credit against payments thereafter
to be made to Owner under the provisions of Section 5 and Schedule I, unless the
encumbrance or dispute arises from Lessee's failure to perform its obligations
hereunder (in which case such costs shall be borne by Lessee).

C. Lesser Interest Provision: If Owner owns less than the entire and

undivided title and interest in and to the Leased Premises, then the rentals and
royalties herein provided shall be proportionately reduced and paid to Owner
only in the proportion which Owner's interest bears to the entire undivided title
and interest in and to the Leased Premises.

D. General: Nothing herein contained and no notice or action which may
be taken under this Section 9 shall limit or detract from Lessee's right to
terminate this Lease in the manner provided in Section 10.B.

10. Termination: Removal of Property

A. Termination by Owner: In the event of any default by Lessee in the

performance of 1its obligations hereunder, Owner shall give to Lessee written
notice specifying the default. If the default is not cured within 30 days after
Lessee has received the notice, or if Lessee has not within that time begun
action to cure the default and does not thereafter diligently prosecute such
action to completion, Owner may terminate this Lease by delivering to Lessee
written notice of such termination, subject to Lessee's right to remove its
property and equipment from the Leased Premises, as hereinafter provided. Owner
shall have no right to terminate this Lease except as set forth in this Section

10.A.



B. Termination by Lessee: Lessee may at any time execute and deliver to

Owner, or place of record, a release or releases covering all or any portion or
portions of the Leased Premises and thereby surrender this Lease as to all or
such portion or portions and terminate from and after the date of release and
surrender all obligations as to the acreage surrendered except rental and/or
royalty obligations accrued as of the day of the release.

C. Removal of Property: Upon any termination or expiration of this Lease,

Lessee shall have a period of one year from and after the effective date of
termination 1@ which to remove from the Leased Premises all of its machinery,
buildings, structures, facilities, equipment and other property of every nature
and description erected, placed or situated thereon, except supports placed in
shafts, drifts or openings in the Leased Premises. Any property of Lessee not
so removed at the end of said one year shall become the property of Owner.

D. Obligations of Lessee Upon Termination: If this Lease 1s terminated,

or if this Lease expires, Lessee shall:

(1) upon written request given by Owner within 30 days of such
termination or expiration, furnish to Owner, within a rea-
sonable time thereafter, copies of all available non-inter-
pretive exploration data pertaining to the Leased Premises
and prepared by or for Lessee and permit Qwner, at Owner's
expense, to pick up any available core from the Leased
Premises: provided, however, that Lessee shall in no event
be 1iable to Owner for the loss of any core from the

Leased Premises:

- 10 -



(ii) execute and deliver to Owner a release and surrender of
this Lease and all of Lessee's interests in the Leased
Premises, the same to be in a recordable form; and

(i11) comply with all valid and applicable local, state or
federal regulations as such relate to surface reclama-
tion.

11. Suspension of Operations

A. Force Majeure: Lessee shall not be liable for failure to perform any of

its obligations hereunder during periods in which performance is prevented by any
cause reasonab{y beyond Lessee's control, which causes hereinafter are called
"force majeure". For purposes of this Lease, the term "force majeure" shall
include acts of God, fire, flood, undue shortage of power, strikes, insurrections
or mob violence, requirements or regulations of government and other causes of a
similar nature which are beyond the control of Lessee. Lessee shall notify Owner
of the date of commencement and cause of each period of force majeure and shall
also notify Owner of the time of removal of such cause,

B. Suspensions Due to Economic Causes: If at any time during the term

hereof and after expiration of the initial 10-year portion of such term, mining,
developing and processing operations are determined by Lessee to be uneconomic
due to wunavailability of a suitable market for Leased Substances, prevailing
costs of mining, developing or processing with respect to prices available
for Leased Substances, unavailability of equipment or of competent labor, or
imposition of governmental statutes, requirements or regulations making it
impractical to carry out such operations, Lessee shall have the right, from time

to time, to temporarily discontinue operations hereunder for a cumulative period

- 11 -



not to exceed three years. In each such event, Lessee shall, within 30 days of
expiration of each Tlease year in which such temporary discontinuance occurs,
notify Owner of the total period of each such discontinuance during such year.

C. Obligations During Suspension of Operations: During any suspension of

operations under either paragraph A or B of this Section 11, Lessee shall:
(i) continue to pay all property and other taxes, assessments and charges payable
by Lessee described in Section 8 as and when they become payable as therein
provided; (ii) comply with all requirements of this Lease relative to maintaining
the status and title of the Leased Premises in good standing; and (iii) continue
to make payments to Owner as required under Section 5.
12. Notices
Any notice or communication required or permitted hereunder shall be
effective when personally delivered or shall be effective when addressed:
If to Owner: Tombstone Restoration Commission

P. 0. Box 606
Tombstone, Arizona 85638

If to Lessee: Santa Fe Pacific Mining, Inc.
Box 27019
Albuquerque, New Mexico 87125
and deposited, postage prepaid, certified or registered, in the United States
mail. Either party may, by notice to the other given as aforesaid, change its

mailing address for future notices hereunder.

13. Binding Effect; Assignment

The rights of either party hereunder may be assigned in whole or in part and
the provisions hereof shall inure to the benefit of and be binding upon its heirs,

executors, administrators, successors and assigns, but no change or divisions in
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the ownership of the Leased Premises or payment hereunder, however accomplished,
shall operate to enlarge the obligations or diminish the rights of Lessee here-
under. No such change or division in the ownership of the Leased Premises shall
be binding upon Lessee for any purpose until the first day of the month next
succeeding the month in which such person acquiring any interest shall furnish
Lessee, at the address set forth in Section 12, with the instrument or instru-
ments, or certified copies thereof, evidencing such change, transfer or division
in ownership.

14. Memorandum .

The parties to this Lease agree to execute and record a memorandum or short
form of this Lease in a form sufficient to constitute record notice to third
parties of the rights granted hereunder, which may be recorded with the County
Clerk or Recorder of the county or counties in which the Leased Premises are

situated.

15. Construction: No Implied Covenants

This Lease and the rights and obligations of the parties hereunder shall be
governed by the laws of the state in which the Leased Premises are situated.
Section headings herein are for convenience only and shall not be considered a
part of this Lease nor used in its interpretation. All of the agreements and
understandings of Lessee and Owner with reference to the Leased Premises are
embodied in this Lease, which supersedes all prior agreements and understandings
between Lessee and Owner with reference to the Leased Premises. The compensation
herein provided shall be deemed to be full payment to Owner for any damages which
may be caused to the Leased Premises by Lessee's operations hereunder so long

as Lessee conducts such operations in a reasonable and prudent manner without

- 3 =




negligence on the part of Lessee. No implied covenants or conditions whatsoever
shall be read into this Lease relating to the prospecting, deve]éping or mining
of the Leased Premises or any operations of Lessee hereunder, or as to the time
therefor or measure of diligence thereof, it being expressly agreed and under-
stood that any operations conducted by Lessee upon the Leased Premises shall be
conducted at such time and in such manner as Lessee, in its sole discretion, deems
advisable, subject only to the express provisions of this Lease.

16. Counterparts: Joiner

This Lease may be executed in any number of counterparts and any party
who executes a-counterpart need not execute the same counterpart as any other
party. Each of such counterparts shall be deemed to be an original, all of which
counterparts together shall constitute one and the same Lease. Execution hereof
by the spouse of any Owner is with the intent and for the purpose of releasing
and waiving any and all dower, homestead exemption, community property rights and
all other rights conferred upon or reserved to such spouse by the laws of the
state in which the spouse resides and by the laws of the state in which the
Leased Premises are situated, together with all rights which such spouse has or
hereafter obtains (while this Lease is in effect) in and to the Leased Premises.

17. Compliance with Law

While conducting activities and operations on the Leased Premises, Lessee
shall comply with all applicable laws and regulations of all governmental
authorities with valid jurisdiction over the Leased Premises or Lessee's activi-

ties and operations on the Leased Premises.
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IN WITNESS WHEREOF, the Owner has executed this Mining Lease effective as of

the date first above set forth.

OWNER:

TOMBSTONE RESTORATION COMMISSION

By
President
LESSEE:
SANTA FE PACIFIC MINING, INC.
By

Vice President

- 15 -



STATE OF ARTIZONA

)
) ss.
)

COUNTY OF

The foregoing instrument was acknowledged before me this ~ day of

, 1988 by 5
of TOMBSTONE RESTORATION COMMISSION, a corporation, on behalf
of said corporation.
Notary Public

My commission‘expires:
STATE OF NEW MEXICO )
COUNTY OF BERNALILLO y

The foregoing instrument was acknowledged before me this __ day
of , 1988 by s

of SANTA FE PACIFIC MINING, INC., a Kansas corporation,

on behalf of said corporation.

Notary Public

My Commission Expires:




SCHEDULE T

SCHEDULE I to Mining Lease between

TOMBSTONE RESTORATION COMMISSION

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee").

Advance Royalty Payment Schedule (See Section 5.A.)

Lessee agrees to make payment to Owner of each of the following payments,
the due date of which occurs prior to termination of the Lease to which this

Schedule is aptached.

Amounts of

Anniversary Dates of the Annual Advance

Execution of this Agreement Royalty Payment
1st Anniversary $ 600.00
2nd Anniversary $ 900.00
3rd and 4th Anniversaries $ 1,200.00
5th and 6th Anniversaries $ 1,500.00
7th and 8th Anniversaries $ 2,000.00
9th Anniversary and thereafter $ 3,000.00

Initial for Identification




SCHEDULE TI

SCHEDULE II to Mining Lease between

TOMBSTONE RESTORATION COMMISSION

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee").

Production Royalty (See Section 5.B.)

In the event Lessee mines and markets Leased Substances from the Leased
Premises, Lessee shall pay to Owner, as a production royalty, 4% of the "Net
Returns" from the sale of Leased Substances so mined and marketed. "Net Returns",
as used herein, shall mean the total returns from the smelter or other purchaser
less:

(i) custom smelting costs, treatment charges and penalties,
including but without being limited to, metal losses,
penalties for impurities and charges for refining, sell-
ing and transportation from smelter to refinery and from
refinery to market; provided, however, in the case of
leaching operations, all processing and recovery costs
incurred by Lessee beyond the point at which the metal
being treated is in solution shall be considered as
treatment charges (it being agreed and understood, how-
ever, that such processing and recovery costs shall not
include the cost of mining, crushing, dump preparation,
distribution of leach solutions or other mining and
preparation costs up to the point at which the metal

goes into solution);




(ii) costs of transporting Leased Substances from the Leased
Premises to a concentrator or other place of treatment;
(iii) costs of transporting Leased Substances from the concen-
trator to a smelter or other place of treatment; and

(iv) production taxes, severance taxes and sales, privilege
and other taxes measured by production or the value of
production.

Production royalty payments shall be made within 30 days after the end
of the calendar quarter and calculated on the Net Returns actually received
by Lessee during such calendar quarter. Net Returns for Leased Substances
processed at a smelter owned, operated or controlled by Lessee or treated on a
toll basis for Lessee shall be computed in the above manner, with deductions for
all charges and items of cost equivalent to the deductions set forth above. With
respect to any mill tailings or other residue remaining after processing of
Leased Substances, it is hereby agreed that Owner shall have no responsibility
for or interest in such tailings or residues, and Lessee 1is deemed to be the
owner of such materials and shall be responsible for disposal thereof in any
manner as it shall see fit; provided, however, that any tailings not removed
from the Leased Premises within one year from the date of termination of this

Lease shall become the property of Owner.

Initial for Identification




MEMORANDUM OF MINING LEASE

Under the terms of that certain Mining Lease dated effective as of the

day of July , 1988 by and between

TOMBSTONE RESTORATION COMMISSION

(therein and hereinafter referred to as "Owner", whether one or more) and

SANTA FE PACIFIC MINING, INC., a Kansas corporation

therein and hereinafter referred to as "Lessee"), Owner has granted, demised,
leased and Tet and does hereby grant, demise, lease and let unto Lessee that
property described in Exhibit A attached hereto and made a part hereof (the
"Leased Premises"), including without limitation all ores, minerals and mineral
rights and together with all water and water rights 1in, upon and under the
Leased Premises, exclusively unto Lessee, its successors and assigns, with
the right and privilege to explore for, develop, mine (by open pit, strip,
underground, solution mining, or any other method, including any method hereafter
developed), extract, mill, store, process, remove and market therefrom all ores,
minerals and materials of whatsoever nature or sort; all on the terms and
conditions and subject to the payments to be made to Owner, as fully set forth
in the said Lease which Lease is by this reference incorporated herein. Unless
sooner terminated in the manner therein provided, the term of the said Lease is
for a period of 10 years commencing on the effective date thereof and continuing
for as long thereafter as mining, development or processing operations are being
conducted thereunder or the Lease term is extended pursuant to the force majeure
and suspensions of operations provisions thereof, all as more fully set forth

in the Lease. Copies of the said Lease are 1in the possession of Owner c/o



and in the possession of Lessee c¢/o Box 27019, Albuquerque, New Mexico 87125.

IN WITNESS WHEREOF, this Memorandum of Mining Lease has been executed

effective as of the date first above set forth.

OWNER:
TOMBSTONE RESTORATION COMMISSION
By
President
LESSEE:
SANTA FE PACIFIC MINING, INC.
By:

Vice President



STATE OF ARIZONA )
) ss.

COUNTY OF )

The foregoing instrument was acknowledged before me this day of

, 1988 by R
of TOMBSTONE RESTORATION COMMISSION, a corporation, on behalf
of said corporation.
Notary Public

My commission‘expires:
STATE OF NEW MEXICO )
COUNTY OF BERNALILLO ) e

The foregoing instrument was acknowledged before me this day

of , 1988 by

]

on behalf of said corporation.

__of SANTA FE PACIFIC MINING, INC., a Kansas corporation,

Notary Public

My Commission Expires:




EXHIBIT A

EXHIBIT A to Mining Lease by and between

TOMBSTONE RESTORATION COMMISSION

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee") and pertaining to the following described real property situated

in Cochise County, State of Arizona .

Township 20 South, Range 22 East

Section 15
Dry Hill Lode M.S. No. 3697 Patent No. 876057

Containing 5 acres, more or less.

SUBJECT TO:
1. Taxes, if any, which may constitute a lien, but which are not yet
due and payable; and
2. Rights-of-way, if any, for roads, telephone and telegraph lines and
pipelines of record in the office of the Clerk or Recorder of the
county in which the above described property is situated; and

3. Reservations contained in the United States Patents thereto.

Initial for Identification







Cctober 31, 1988

Re: Longfeliow Patented Claim
Tombhstone Area
Ceochise County, Arizona

Dr. Jack J. Goode
29736 Farmbrook Villa Lane
Southfield, MI 48034-1005

Dear Dr. Goode:

Flease refer to my letter last March 1 and our telephone con-~
versations regarding Santa Fe's offer to lease the Longfellow
Patented Mining Claim (MS 872-6.70 acres).

At that time you informed me you were not interested in leasing
but would consider selling the 6.7 acres.

Enclosed for your consideration is a proposed Mining Lease and
Purchase Option which provides a schedule of payments over five
vears as set out below toward a purchase price of $7,000.00
tor the Sunset patent. The purchase price would be paild
through the advance royalty schedule and any production royalty
during the five-vear term.

Basic terms of the Lease and Option include:

Term: 5 years
Royalty: 1% Net Returns

Advance Rovalty

Initaals $ 750.00
12t through 4th anniversaries $1,000.00/vear
5th anniversary $2,;250.00

consider our offer, please call me

=
9!
D
~
s}

tmece you have a cha
collect at (505) 881-30C50.

Thank vyou for your consideration.

very truly yours,

T. M. Roesgch
Landman

TMR : £y

Enclosure




MINING LEASE AND PURCHASE OPTION

THIS LEASE is made effective as of the day of , 1988

by and between JACK J. GOODE

(hereinafter designated as "Owner", whether one or more), and SANTA FE PACIFIC

MINING, INC., a Kansas corporation (hereinafter designated as "Lessee");

WITNESSETH:

WHEREAS, Lessee wishes to acquire from Owner, and Owner wishes to grant to
Lessee, a miniﬁg lease of the "Leased Premises" (hereinafter defined) pursuant
to which Lessee shall have the exclusive right to explore, develop and mine the
“Leased Premises", together with the exclusive option to purchase the same, all
on the terms and conditions hereinafter set forth:

NOW, THEREFORE, for a valuable consideration paid to Owner by Lessee, the
receipt and sufficiency of which is hereby acknowledged, and in consideration
of the covenants hereinafter set forth, Owner and Lessee agree as follows:

1. The "Leased Premises"

The Leased Premises shall mean all of the property and interest in property
described in Exhibit A attached hereto and made a part hereof (whether con-
sisting of patented mining claims or other real property, or any combination
thereof) together with all of the ores, minerals and materials thereon and
thereunder, and all right, title and interest of Owner in and to the surface of
said property, and all water, water rights, easements and rights-of-way now and
hereafter owned or held by Owner in, upon or under the said property or in any

way pertaining thereto.
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2. Warranties and Representations

Owner represents and warrants to Lessee: (i) that subject to the matters
specifically set forth in Exhibit A, Owner owns and has the exclusive possession
of the Leased Premises; and (ii) that Owner has the full right, power, and
capacity to enter into this Lease upon the terms set forth herein.

3. Term

Unless sooner terminated as hereinafter provided, or unless Lessee sooner
exercises its option to purchase, the term of this Lease shall be for a period
of 5 years commencing on the effective date hereof and for a continuing
term as long thereafter as any mining, development or processing is being
conducted hereunder on a continuous basis. For purposes of this Section 3, such
operations shall be deemed as being conducted on a continuous basis unless and
until, and after the end of the initial term, a period of 365 consecutive days
elapses during which no mining or development or processing is conducted;
excluding, however, periods of force majeure and suspensions of operations due
to economic causes, both hereinafter defined. The term "development" shall
mean work or construction in preparation for mining or processing a proven or
possible reserve, including further development drilling of such a reserve, but
excluding exploration drilling. Unless otherwise specified, all references to
the "term" of this Lease shall mean and include both the initial term and the
continuing term.

4. Grant

Owner hereby grants, demises, Teases and lets the Leased Premises exclusive-

ly unto the Lessee, its successors and assigns, with the exclusive right and

privilege to explore for, develop, mine (by open pit, strip, underground,



solution mining or any other method, including any method hereafter developed),
extract, mill, store, remove and market therefrom all ores, minerals and
materials of whatsoever nature or sort (herein designated as "Leased Sub-
stances") and to use and consume so much of the surface thereof as may be
necessary, useful or convenient for the full enjoyment of all of the rights
herein granted; together with the exclusive right, privilege and option as more
fully set forth in Section 18 below to purchase the Leased Premises at any time
prior to termination or expiration of this Lease. Lessee 1is hereby further
granted the exclusive right to construct and use structures, facilities, equip-
ment, roadways, railroads and haulageways, and all other appurtenances (herein
called "Production Facilities") installed on the Leased Premises for the purpose
of producing, removing, treating or transporting metals, ores, minerals or
materials from the Leased Premises or from adjoining or nearby property owned or
controlled by Lessee, and the right to mine and remove Leased Substances from
the Leased Premises through or by means of shafts, openings or pits which may
Be made in or upon adjoining or nearby property. For an additional considera-
tion of One Thousand Dollars ($1,000.00) the right to use said Production
Facilities will continue after the expiration of this Lease for so long as use
of the Production Facilities is required by Lessee in connection with operations
on said adjoining or nearby property. Lessee's operations hereunder and in its
mining of adjoining or nearby lands may be conducted upon the Leased Premises
or upon such other Tands as a single mining operation, to the extent as if the
Leased Premises and all such other properties constituted a single tract of
land. After Leased Substances from the Leased Premises have been sampled and

weighed or measured by volumetric survey, truck factors, or any other manner as



will permit the computation of royalty to be paid hereunder, Lessee may mix the
same with ores, materials or products from other lands. Lessee shall have the
right, at any time during the term hereof, to stockpile any material mined or
produced from the Leased Premises at such place or places as Lessee may elect,
either upon the Leased Premises or upon any other lands owned or controlled by
Lessee, The rights of Owner in and to any such material stockpiled on other
lands shall not be divested by the removal thereof from the Leased Premises,
but shall be the same in all respects as though such materials had been stock-
piled on the Leased Premises. If such other lands are not owned by Lessee,
Lessee shall obtain from the owners thereof a properly executed instrument
under which the owners of the other lands agree to recognize the interest of
Owner in materials stockpiled on such other lands. The stockpiling of materials
from the Leased Premises on other lands shall not be deemed a removal or ship-
ment thereof requiring payment of royalty thereon. Lessee shall have the
further right, at any time during the term hereof, to stockpile on the Leased
Premises any ore or material mined or produced by Lessee or its affiliate
companies from other lands. Owner agrees to recognize the rights aﬁd interests
of others in such ores and materials stockpiled on the Leased Premises and to
permit the removal thereof by Lessee at any time during the term of this Lease,
or by the owners thereof for a reasonable time after termination of this Lease,
all without 1iability or expense to Owner. All stockpiles on the Leased
Premises shall be placed so as not to interfere with mining operations on
the Leased Premises. Waste, overburden, surface stripping and other materials
from the Leased Premises may be deposited off the Leased Premises and may be
deposited on the Leased Premises only if the same will not interfere with

mining operations on the Leased Premises.




5, Payments to Owner

A. Advance Royalty: On the date of execution of this Lease by Lessee and

Owner, Lessee shall pay to Owner the sum of Seven Hundred Fifty Dollars ($750.00)

as advance royalty for the initial year. As to the payments set forth in
Schedule I attached hereto and made a part hereof, Lessee agrees to make each
such payment to Owner, the due date of which occurs prior to termination of
this Lease; it being expressly understood that should this Lease be terminated,
Lessee shall have no obligation to make any of the payments, the due dates of
which occur after such termination. Each sum of advance royalty paid shall be
applied against and reduce the amount of any production royalty payments there-
after payable to Owner pursuant to paragraph B of this Section 5; whether
accruing to Owner in the same year or in any year thereafter.

B. Production Royalty: 1In the event Lessee mines and markets Leased Sub-

stances from the Leased Premises, Lessee shall pay to Owner a production royalty
as set forth in Schedule II attached hereto and made a part hereof.

C. Weights and Analyses: Lessee shall measure ore, weigh other product

and take and analyze samples thereof 1in accordance with sound mining and
metallurgical practice, and keep accurate records thereof as a basis for
computing royalty payments, which records shall be available for inspection by
Owner 1in accordance with Section 6.

D. Method of Payment: Al1l payments required to be made by Lessee to Owner

may be made in currency, or by draft or by check, at the option of Lessee, and
said payments may be mailed or delivered to Owner at the address specified in

Section 12, or to Owner's credit in the s

which bank and its successors shall continue as the depository for said payments



regardless of changes in the ownership of the Leased Premises. Upon making any
payment as described above, Lessee shall be relieved of any responsibility for
the distribution of such payment to Owner or Owner's successors in interest.
The delivery or the deposit in the mail of any payment hereunder on or before
the due date thereof shall be deemed timely payment hereunder.

E. Adverse Claims: Disputes: In case of any suit, adverse claim, dispute

or question as to the ownership of the Leased Premises or concerning advance or
production royalties or any interest therein payable under this Lease, Lessee
shall not be deemed to be in default in payment thereof until final disposition
of such suit, claim, dispute or question, and Lessee may withhold payments due
Owner hereunder with respect to the portion of the Leased Premises involved in
such dispute and deposit the same in an interest-bearing account until there is
a final adjudication or other determination of such dispute. Lessee shall make
such payments, together with any interest earned thereon, within 30 days after
being furnished with the original or certified copies of instruments disposing
of such suit, claim or dispute in Owner's favor, or after delivery to Lessee of
proof sufficient in Lessee's opinion to settle such question in Owner's favor.
6. Inspection

Owner, or its authorized agents, at Owner's risk and expense, may enter
upon the Leased Premises to inspect the same at such times and upon such notice
to Lessee as shall not unreasonably or unnecessarily hinder or interrupt the
operations of Lessee. Owner, or its authorized agents, shall have the right to
inspect the accounts and records used in calculating production royalty paid to
Owner hereunder, which right may be exercised as to each quarterly payment of

production royalty, at any reasonable time during a period of one year from



and after the date on which the quarterly payment of production royalty was
paid by Lessee. Owner agrees to treat all information received hereunder as
confidential and hereby covenants and agrees that it shall not, without having
first obtained the written consent of Lessee as to the form and content,
disclose any information it may obtain hereunder nor issue any press release
concerning operations on the Leased Premises.

Ts Conduct of Operations: Protection from Liens

Lessee agrees to comply with valid and applicable local, state and federal
laws and regulations governing its operations hereunder. Lessee shall pay all
expenses incurred by it in its operations on the Leased Premises and shall allow
no liens arising from any act of Lessee to remain upon the interest of Owner in
and to the Leased Premises; provided, however, that if Lessee, in good faith,
disputes the validity or amount of any claim, Tien or liability asserted against
it with respect to the Leased Premises, it shall not be required to pay or
discharge the same until the amount and validity thereof have been finally
determined. If authorized by applicable statute, Owner may post a notice of
non-liability and Lessee shall keep such notice posted during the term of this
Lease. Lessee shall carry workman's compensation or industrial insurance
coverage to the extent required by the laws of the state in which the Leased
Premises are situated.

8. Taxes

Lessee shall pay all taxes, assessments and other governmental charges
imposed upon the Leased Premises and upon any equipment and improvements placed
by it thereon for the periods that this Lease is in effect. Owner agrees to

promptly transmit to Lessee all notices pertaining to such taxes, assessments



and charges which Owner may receive. If this Lease is terminated other than
by exercise by Lessee of its option to purchase, such taxes shall be prorated
between Lessee and Owner for the tax year in which such termination occurs.
Lessee shall have the right to contest, in the courts or otherwise, in its own
name or in the name of Owner, the validity or amount of any such taxes or
assessments if it deems the same unlawful, unjust, unequal or excessive, or to
take such steps or proceedings as it may deem necessary to secure a cancella-
tion, reduction, re-adjustment or equalization thereof before it shall be
required to pay the same, but in no event shall Lessee permit or allow title to
the Leased Premises to be.lost as the result of non-payment of any taxes,
assessments or other such charges. Lessee shall not be liable for any taxes
levied or measured by income or taxes applicable to Owner based upon advance or

production payments to Owner under this Lease.

9. Title Matters

A. Title Documents: Upon written request of Lessee at any time during the

term hereof, Owner shall promptly deliver to Lessee all abstracts of title to and
copies of all title documents affecting the Leased Premises which Owner has in
its possession, together with copies of all plats and field notes of surveys of
the Leased Premises which Owner has in its possession.

B. Title Defects, Defense and Protection: If (i) in the opinion of

Lessee's counsel, Owner's title to any of the Leased Premises is defective or
less than as represented in Section 2, or (ii) Owner's title is contested or
questioned by any person, entity or governmental agency, and if Owner is unable
or unwilling to promptly correct the defects or alleged defects in title, Lessee

may attempt, with all reasonable dispatch, to perfect, defend, or initiate




litigation to protect Owner's title. In that évent, Owner shall execute all
documents‘and shall take such other actions as are reasonably necessary to
assist Lessee in its efforts to perfect, defend or protect Owner's title. If
the title is less than as represented in Section 2, then (and only then) the
costs and expenses of perfecting, defending or correcting title (including, but
without being limited to, the cost of attorneys' fees and the costs of releasing
or satisfying any mortgages, liens and encumbrances) shall be a credit against
payments thereafter to be made to Owner under the provisions of Section 5 and
Schedule I, unless the encumbrance or dispute arises from Lessee's failure to
perform its obligations hereunder (in which case such costs shall be borne by
Lessee).

C. Lesser Interest Provision: If Owner owns less than the entire and

undivided title and interest in and to the Leased Premises, then the rentals
and royalties herein provided shall be proportionately reduced and paid to
Owner only in the proportion which Owner's interest bears to the entire un-
divided title and interest in and to the Leased Premises.

D. General: Nothing herein contained and no notice or action which may
be taken under this Section 9 shall Timit or detract from Lessee's right to
terminate this Lease in the manner provided in Section 10.B.

10. Termination; Removal of Property

A. Termination by Owner: In the event of any default by Lessee in the

performance of its obligations hereunder, Owner shall give to Lessee written
notice spécifying the default. If the default is not cured within 30 days after
Lessee has received the notice, or if Lessee has not within that time begun

action to cure the default and does not thereafter diligently prosecute such



action to completion, Owner may terminate this Lease by delivering to Lessee
written notice of such termination, subject to Lessee's right to remove its
property and equipment from the Leased Premises, as hereinafter provided. Owner
shall have no right to terminate this Lease except as set forth in this Section
10.A.

B. Termination by Lessee: Lessee may at any time prior to exercise by

Lessee of 1its option to purchase execute and deliver to Owner, or place of
record, a release or releases covering all or any portion or portions of the
Leased Premises and thereby surrender this Lease as to all or such portion or
portions and terminate from and after the date of release and surrender all
obligations as to the acreage surrendered except rental and/or royalty obliga-
tions, if any, accrued as of the day of the release.

C. Removal of Property: Upon any termination or expiration of this Lease,

Lessee shall have a period of one year from and after the effective date of
termination in which to remove from the Leased Premises all of its machinery,
bui]dings; structures, facilities, equipment and other property of every nature
and description erected, placed or situated thereon, except supports placed in
shafts, drifts or openings in the Leased Premises. Any property of Lessee not
so removed at the end of said one year shall become the property of Owner.

D. Obligations of Lessee Upon Termination: If this Lease is terminated

other than by exercise by Lessee of its option to purchase or if this Lease
expires, Lessee shall:
(i) upon written request given by Owner within 30 days of
such termination or expiration, furnish to Owner, within

a reasonable time thereafter, copies of all available
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non-interpretive exploration data pertaining to the
Leased Premises and prepared by or for Lessee and
permit Owner, at Owner's expense, to pick up any
available core from the Leased Premises; provided,
however, that Lessee shall in no event be liable

to Owner for the loss of any core from the Leased
Premises;

(i1) execute and deliver to Owner a release and surrender
of this Lease and all of Lessee's interests in the
Leased Premises, the same to be in a recordable form;
and

(iii) comply with all valid and applicable local, state or
federal regulations as such relate to surface reclama-
tion.

11. Suspension of Operations

A. Force Majeure: Lessee shall not be liable for failure to perform any

of its obligations hereunder during periods in which performance is prevented
by any cause reasonably beyond Lessee's control, which causes hereinafter are
called "force majeure". For purposes of this Lease, the term "force majeure"
shall include acts of God, fire, flood, undue shortage of power, strikes,
insurrections or mob violence, requirements or regulations of government and
other causes of a similar nature which are beyond the control of Lessee.
Lessee shall notify Owner of the date of commencement and cause of each period

of force majeure and shall also notify Owner of the time of removal of such

cause.
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B. Suspensions Due to Economic Causes: If at any time during the term

hereof and after expiration of the initial 5-year portion of such term, mining,
developing and processing operations are determined by Lessee to be uneconomic
due to unavailability of a suitable market for Leased Substances, prevailing
costs of lmining, developing or processing with respect to prices available
for Leased Substances, unavailability of equipment or of competent labor, or
imposition of governmental statutes, requirements or regulations making it
impractical to carry out such operations, Lessee shall have the right, from time
to time, to temporarily discontinue operations hereunder for a cumulative period
not to exceed three years. In each such event, Lessee shall, within 30 days of
expiratioa of each lease year in which such temporary discontinuance occurs,
notify Owner of the total period of each such discontinuance during such year.

C. Obligations During Suspension of Operations: During any suspension of

operations under either paragraph A or B of this Section 11, Lessee shall:
(i) continue to pay all property and other taxes, assessments and charges
payable by Lessee described in Section 8 as and when they become payable as
therein provided; (ii) comply with all requirements of this Lease relative to
maintaining the status and title of the Leased Premises in good standing; and
(iii) continue to make payments to Owner as required under Section 5.
12. Notices
Any notice or communication required or permitted hereunder shall be
effective when personally delivered or shall be effective when addressed:
If to Owner: Dr. Jack J. Goode

29736 Farmbrook Villa Lane
Southfield, MI 48034-1005
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If to Lessee: Santa Fe Pacific Mining, Inc.
Box 27019
Albuquerque, New Mexico 87125
and deposited, postage prepaid, certified or registered, in the United States
mail. Either party may, by notice to the other given as aforesaid, change its

mailing address for future notices hereunder.

13. Binding Effect; Assignment

Subject only to the provisions of Section 18, the rights of either party
hereunder'may be assigned in whole or in part and the provisions hereof shall
inure to the bénefit of and be binding upon its heirs, executors, administra-
tors, successors and assigns, but no change or divisions in the ownership of
the Leased Premises or payment hereunder, however accomplished, shall operate
to enlarge the obligations or diminish the rights of Lessee hereunder. No such
change or division in the ownership of the Leased Premises shall be binding
upon Lessee for any purpose until the first day of the month next succeeding
the month in which such person acquiring any interest shall furnish Lessee, at
the address set forth in Section 12, with the instrument or instruments, or
certified copies thereof, evidencing such change, transfer or division in
ownership.

14. Memorandum

The parties to this Lease agree to execute and record a memorandum or short
form of this Lease in a form sufficient to constitute record notice to third
parties of the rights granted hereunder, which may be recorded with the County
Clerk or Recorder of the county or counties in which the Leased Premises are

situated.
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15. Construction; No Implied Covenants

This Lease and the rights and obligations of the parties hereunder shall
be governed by the Tlaws of the state in which the Leased Premises are situated.
Section headings herein are for convenience only and shall not be considered a
part of this Lease nor used in its interpretation. All of the agreements and
understandings of Lessee and Owner with reference to the Leased Premises are
embodied in this Lease, which supersedes all prior agreements and understandings
between Lessee and Owner with reference to the Leased Premises. The compensa-
tion herein provided shall be deemed to be full payment to Owner for any damages
which may.be caused to the Leased Premises by Lessee's operations hereunder so
long as Lessee conducts such operations in a reasonable and prudent manner
without negligence on the part of Lessee. No implied covenants or conditions
whatsoever shall be read into this Lease relating to the prospecting, developing
or mining of the Leased Premises or any operations of Lessee hereunder, or as
to the time therefor or measure of diligence thereof, it being expressly agreed
and understood that any operations conducted by Lessee upon the Leased Premises
shall be conducted at such time and in such manner as Lessee, in its sole
discretion, deems advisable, subject only to the express provisions of this
Lease,

16. Counterparts; Joiner

This Lease may be executed in any number of counterparts and any party
who executes a counterpart need not execute the same counterpart as any other
party. Each of such counterparts shall be deemed to be an original, all of
which counterparts together shall constitute one and the same Lease. Execution

hereof by the spouse of any Owner is with the intent and for the purpose of
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releasing and waiving any and all dower, homestead exemption, community property
rights and all other rights conferred upon or reserved to such spouse by the
laws of the state in which the spouse resides and by the laws of the state in
which the Leased Premises are situated, together Qith all rights which such
spouse has or hereafter obtains (while this Lease is in effect) in and to the
Leased Premises.

17. -Compliance with Law

While conducting activities and operations on the Leased Premises, Lessee
shall comply with all applicable laws and regulations of all governmental
authorities with valid jurisdiction over the Leased Premises or Lessee's activi-
ties and operations on the Leased Premises.

18. Option to Purchase; Escrow

At any time during the term of this Lease, Lessee shall have the exclusive
right and option to purchase the Leased Premises by giving written notice there-
of to Owner in the manner hereinabove set forth. If Lessee elects to purchase

the Leased Premises, the total purchase price shall be the sum of

Seven Thousand Dollars ($7,000.00) . The total purchase price shall

be reduced by all payments made to Owner under the provisions of Section 5 and
shall be further reduced by any applicable credits or deductions as provided in
Section 9. The total purchase price, less all such credits and deductions, is
hereinafter called the "net purchase price" and in the event Lessee exercises
its option to purchase, the net purchase price shall be payable through escrow
upon delivery to Lessee of a Warranty Deed conveying to Lessee good and mer-
chantable title to the Leased Premises as evidenced by an Owner's Standard

Form Title Insurance Policy paid for by Owner and issued by a title insurance
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company authorized to issue title insurance policies in the state where the
Leased Premises are situated. Such policy shall insure Lessee's title thereto
in the amount of the total purchase price and shall be subject only to the
matters set forth in Exhibit A. Owner shall pay the cost of all applicable
state and federal stamp or deed taxes. Upon closing of the escrow, this Lease
shall terminate. Either party may elect at any time to establish an escrow for
collection and disbursement of funds payable under this Lease and for deposit
of appropriate deeds and releases. If such an escrow has not been established
prior to exercise by Lessee of its option to purchase, Lessee shall designate
and appoint a bank or title insurance company as escrow agent to receive and
distribute all payments and to deliver the deed to the Leased Premises. The
costs of any such collection, holding or closing escrow shall be borne one-half
by Lessee and one-half by Owner.

IN WITNESS WHEREOF, the Owner has executed this Mining Lease and Purchase

Option effective as of the date first above set forth.

OWNER:

Jack J. Goode
SS#

LESSEE
SANTA FE PACIFIC MINING, INC.

By

Vice President

- 16 -



STATE OF

)
. ) ss.
COUNTY OF )

The foregoing instrument was acknowledged before me this day of

, 1988 by JACK J. GOODE .

Notary Public

My commission expires:

STATE OF NEW MEXICO )
COUNTY OF BERNALILLO ;o

The foregoing instrument was acknowledged before me this day
of , 1988 by , Vice President

of SANTA FE PACIFIC MINING, INC., a Kansas corporation, on behalf of said

corporation,

Notary Public

My Commission Expires:




EXHIBIT A

EXHIBIT A to Mining Lease and Purchase Option by and between

JACK J. GOODE

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee") and pertaining to the following described real property situated

in Cochise County, State of Arizona.

The LONGFELLOW Patented Mining Claim lying in Section 15,
Township 20 South, Range 22 East, GSRM,; Identified by

the U.S. Surveyor General as Mineral Survey #872; contain-
ing 6,70 acres, more or less.

SUBJECT TO:
1. Taxes, if any, which may constitute a Tien, but which are
not yet due and payable; and
2. Rights-of-way, if any, for roads, telephone and telegraph
lines and pipelines of record in the office of the Clerk
or Recorder of the county in which the above described
property is situated; and

3. Reservations contained in the United States Patents thereto.

Initial for Identification



SCHEDULE 1

SCHEDULE I to Mining Lease and Purchase Option between

JACK J. GOODE

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee").

Advance Royalty Payment Schedule (See Section 5.A.)

Lessee agrees to make payment to Owner of each of the following payments,

the due date of which occurs prior to termination of the Lease to which this

Schedule is attached.

Amounts of
Anniversary Dates of the Annual Advance
Execution of this Agreement Royalty Payment
1st through 4th anniversaries $1,000.00/year
5th anniversary : $2,250.00

Initial for Identification




SCHEDULE II

SCHEDULE II to Mining Lease and Purchase Option between

JACK J. GOODE

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee").

Production Royalty (See Section 5.B.)

In the event Lessee mines and markets Leased Substances from the Leased
Premises, Lessee shall pay to Owner, as a production royalty, 4% of the "Net
Returns" from fhe sale of Leased Substances so mined and marketed. "Net Returns",
as used herein, shall mean the total returns from the smelter or other purchaser
less:

(i) custom smelting costs, treatment charges and penalties,
including but without being limited to, metal losses,
penalties for impurities and charges for refining, sell-
ing and transportation from smelter to refinery and from
refinery to market; provided, however, in the case of
lTeaching operations, all processing and recovery costs °
incurred by Lessee beyond the point at which the metal
being treated is in solution shall be considered as
treatment charges (it being agreed and understood, how-
ever, that such processing and recovery costs shall not
include the cost of mining, crushing, dump preparation,
distribution of leach solutions or other mining and

preparation costs up to the point at which the metal

1 of 2




goes into solution);
(ii) costs of transporting Leased Substances from the Leased
Premises to a concentrator or other place of treatment;

(ii1i) costs of transporting Leased Substances from the concen-

trator to a smelter or other place of treatment; and

(iv) production taxes, severance taxes and sales, privilege
and other taxes measured by production or the value of
production.

Production:royalty payments shall be made within 30 days after the end
of the calendar quarter and calculated on the Net Returns actually received
by Lessee during such calendar quarter. Net Returns for Leased Substances
processed at a smelter owned, operated or controlled by Lessee or treated on a
toll basis for Lessee shall be computed in the above manner, with deductions
for all charges and items of cost equivalent to the deductions set forth above.
With respect to any mill tailings or other residue remaining after processing
of Leased Substances, it is hereby agreed that Owner shall have no responsi-
bility for or interest in such tailings or residues, and Lessee is deemed to be
the owner of such materials and shall be responsible for disposal thereof in
any manner as it shall see fit; provided, however, that any tailings not removed
from the Leased Premises within one year from the date of termination of this

Lease shall become the property of Owner.

Initial for Identification




MEMORANDUM OF MINING LEASE LAND PURCHASE OPTION

Under the terms of that certain Mining Lease and Purchase Option dated

effective as of the day of , 1988 by and between

JACK J. GOODE

(therein and hereinafter referred to as "Owner", whether one or more) and

SANTA FE PACIFIC MINING, INC., a Kansas corporation

therein and hereinafter referred to as "Lessee"), Owner has granted, demised,
leased and let and does hereby grant, demise, lease and let unto Lessee that
property descr{bed in Exhibit A attached hereto and made a part hereof (the
"Leased Premises"), including without Timitation all ores, minerals and mineral
rights and together with all water and water rights in, upon and under the
Leased Premises, exclusively unto Lessee, its successors and assigns, with
the right and privilege to explore for, develop, mine (by open pit, strip,
underground, solution mining, or any other method, including any method here-
after developed), extract, mill, store, process, remove and market therefrom
all ores, minerals and materials of whatsoever nature or sort, together with
the sole and exclusive option to purchase the Leased Premises; all on the terms
and and conditions and subject to the payments to be made to Owner, as fully
set forth in the said Lease which Lease 1is by this reference incorporated
herein. Unless sooner terminated in the manner therein provided, the term of
the said Lease is for a period of 5 years commencing on the effective date
thereof and continuing for as long thereafter as mining, development or pro-
cessing operations are being conducted thereunder or the Lease term is extended
pursuant to the force majeure and suspensions of operations provisions thereof,

all as more fully set forth in the Lease. Copies of the said Lease are in the



possession of Owner c/o 29736 Farmbrook Villa Lane, Southfield, MI 48034-1005

and in the possession of

Lessee ¢/o  Santa Fe Pacific Mining, Inc., Box 27019, Albuquerque, New Mexico

87125.

IN WITNESS WHEREQF, this Memorandum of Mining Lease and Purchase Option

has been executed effective as of the date first above set forth.

OWNER:

Jack J. Goode
SS#

LESSEE:

SANTA FE PACIFIC MINING, INC.

By:

Vice President



STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of

, 1988 by JACK J. GOODE .

Notary Public

My commission expires:

STATE OF NEW MEXICO )
) ss.
COUNTY OF BERNALILLO )
The foregoing instrument was acknowledged before me this day

of , 1988 by , Vice President

of SANTA FE PACIFIC MINING, INC., a Kansas corporation, on behalf of said

corporation,

Notary Public

My Commission Expires:




EXHIBIT A

EXHIBIT A to Mining Lease and Purchase Option by and between

. JACK J. GOODE

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee") and pertaining to the following described real property situated

. in Cochise County, State of Arizona.

The LONGFELLOW Patented Mining Claim lying in Section 15,
Township 20 South, Range 22 East, GSRM,; Identified by
the U.S. Surveyor General as Mineral Survey #872; contain-
ing 6.70 acres, more or less.

SUBJECT TO:
' 1. Taxes, if any, which may constitute a 1ien, but which are
not yet due and payable; and
2. Rights-of-way, if any, for roads, telephone and telegraph
lines and pipelines of record in the office of the Clerk
or Recorder of the county in which the above described
property is situated; and

3. Reservations contained in the United States Patents thereto.

Initial for Identification




Santa Fe Pacific Mining, Inc.

6200 Uptown Blvd. NE, Suite 400

Box 27019

Albuquerque, New Mexico 87125
. 505/881-3050

March 1, 1988

703/8 Re: Longfellow Patented Claim
%,% Tombstone Area
. r)'}) Cochise County, Arizona

4\
Dr. Jack J. Goode

3330 Spanish Moss Terrace, Apt. #105
Lauderhill, Florida 33319

P
<

(2

Dear Dr. Goode:

Thank you for calling Tast Thursday. As promised, enclosed for your
consideration is a proposed Mining Lease for the "Longfellow" patented
mining claim.(MS 872) located in Section 15, Township 20 South, Range 22
East, containing 6.70 acres, more or less.

Basic terms of the lease include:
Term: 10 years and as long thereafter as any mining,

development or processing is being conducted
(as more fully set out in the lease).

. Royalty: 4% Net Returns
Advance Initially for first two years - - $500.00
Royalty: 2nd through 5th anniversaries - - $200.00/year
6th anniversary and thereafter - - $400.00/year

Alternately, we would propose a Mining Lease with Option to Purchase.
The form of lease would be the same as enclosed with an added provision
allowing Santa Fe the option to purchase the property at any time during
the term of the lease. Total purchase price would be $3,500.00 toward
which all advance and production royalty payments would apply.

Under a Mining Lease and Purchase Option we would be willing to pay
. advance royalties along the following schedule:

Initially for first two years - - $500.00
2nd through 7th anniversaries - - $500.00/year

Total - - - $3,500.00

(ol 4 .
/ 7 OOO @\)Q/afrce. — _ 750

TN Sooo /Sy
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A Santa Fe Southern Pacific Company



Mr. Jack J. Goode
March 1, 1988
Page 2

After you have a chance to review our offer, please give me a call
at (505) 881-3050. Please call me collect.

Thank you for your consideration.

Very truly yours,

T. M. Roesch
Landman
TMR: fy

Enclosure



MINING LEASE

THIS LEASElis made effective as of the day of , 1988

by and between JACK J. GOODE and

husband and wife

(hereinafter designated as "Owner", whether one or more), and SANTA FE PACIFIC

MINING, INC., a Kansas corporation (hereinafter designated as “"Lessee"):

WITNESSETH:

WHEREAS, Leésee wishes to acquire from Owner, and Owner wishes to grant to
Lessee, a mining lease of the "Leased Premises" (hereinafter defined) pursuant
to which Lessee shall have the exclusive right to explore, develop and mine the
"Leased Premises", all on the terms and conditions hereinafter set forth:

NOW, THEREFORE, for a valuable consideration paid to Owner by Lessee, the
receipt and sufficiency of which is hereby acknowledged, and in consideration
of the covenants hereinafter set forth, Owner and Lessee agree as follows:

1. The "“Leased Premises"

The Leased Premises shall mean all of the property and interest in property
described in Exhibit A attached hereto and made a part hereof (whether consisting
of patented mining claims or other real property, or any combination thereof)
together with all of the ores, minerals and materials thereon and thereunder, and
all right, title and interest of Owner in and to the surface of said property,
and all water, water rights, easements and rights-of-way now and hereafter owned
or held by Owner in, upon or under the said property or in any way peftaining

thereto.

SFM-100-86a




Zs Warranties and Representations

quer represents and warrants to Lessee: (i) that subject to the matters
specifically set forth in Exhibit A, Owner owns and has the exclusive possession
of the Leased Premises: and (ii) that Owner has the full right, power, and
capacity to enter into this Lease upon the terms set forth herein.

3. Term

Unless sooner terminated as hereinafter provided, the term of this Lease shall
be for a period of _10 years commencing on the effective date hereof and for a
continuing term:as long thereafter as any mining, development or processing is
being conducted hereunder on a continuous basis. For purposes of this Section 3,
such operations shall be deemed as being conducted on a continuous basis unless
and until, and after the end of the initial term, a period of 365 consecutive
days elapses during which no mining or development or processing fs conducted:;
excluding, however, periods of force majeure and suspensions of operations due to
economic causes, both hereinafter defined. The term "development" shall mean
work or construction in preparation for mining or processing a proven or possible
reserve, including further development drilling of such a reserve, but excluding
exploration drilling. Unless otherwise specified, all references to the "term"
of this Lease shall mean and include both the initial term and the continuing
term.
4. Grant

Owner hereby grants, demises, leases and lets the Leased Premises exclusive-
ly unto the Lessee, its successors and assigns, with the exclusive right and

privilege to explore for, develop, mine (by open pit, strip, underground, solution

mining or any other method, including any method hereafter developed), extract,




mill, store, remove and market therefrom all ores, minerals and materials of
whatsoever nature or sort (herein designated as "Leased Substances") and to
use and consume SO huch of the surface thereof as may be necessary, useful or
convenient for the full enjoyment of all of the rights herein granted. Lessee
is hereby further granted the exclusive right to construct and uge structures,
facilities, equipment roadways, railroads and haulageways, and all other appur-
tenances (herein called "Production Facilities") installed on the Leased Premises
for the purpose of producing, removing, treating or transporting metals, ores,
minerals or materials from the Leased Premises or from adjoining or nearby
property owned or controlled by Lessee, and the right to mine and remove Leased
Substances from the Leased Premises through or by means of shafts, openings or
pits which may be made in or upon adjoining or nearby property. For an additional
consideration of One Thousand Dollars ($1,000.00) the right to use said Production
Facilities will continue after the expiration of this Lease for so long as use of
the Production Facilities is required by Lessee in connection with operations on
said adjoining or nearby property. Lessee's operations hereunder and in its
mining of adjoining or nearby lands may be conducted upon the Leased Premises or
upon such other lands as a single mining operation, to the extent as if the
Leased Premises and all such other properties constituted a single tract of land.
After Leased Substances from the Leased Premises have been sampled and weighed or
measured by volumetric survey, truck factors, or any other manner as will permit
the computation of royalty to be paid hereunder, Lessee may mix the same with
ores, materials or products from other lands. Lessee shall have the rjght, at
any time during the term hereof, to stockpile any material mined or produced from

the Leased Premises at such place or places as Lessee may elect, either upon the



Leased Premises or upon any other lands owned or controlled by Lessee. The
rights of Owner in and to any such material stockpiled on other lands shall not
be divested by the removal thereof from the Leased Premises, but shall be the
same in all respects as though such materials had been stockpiled on the Leased
Premises. If such other lands are not owned by Lessee, Lessee shall obtain from
the owners thereof a properly executed instrument under which the owners of the
other lands agree to recognize the interest of Owner in materials stockpiled on
such other lands. The stockpiling of materials from the Leased Premises on other
lands shall not be deemed a removal or shipment thereof requiring payment of
royalty thereon. Lessee shall have the further right, at any time during the
term hereof, to stockpile on the Leased Premises any ore or material mined or
produced by Lessee or its affiliate companies from other lands. Owner agrees to
recognize the rights and interests of others in such ores and materials stockpiled
on the Leased Premises and to permit the removal thereof by Lessee at any time
during the term of this Lease, or by the owners thereof for a reasonable time
after termination of this Lease, all without Tiability or expense to Owner. All
stockpiles on the Leased Premises shall be placed so as not to interfere with
mining operations on the Leased Premises. Waste, overburden, surface stripping
and other materials from the Leased Premises may be deposited off the Leased
Premises and may be deposited on the Leased Premises only if the same will not
interfere with mining operations on the Leased Premises.

5. Payments to Owner

A. Advance Royalty: On the date of execution of this Lease by Lessee and

Owner, Lessee shall pay to Owner the sum of Five Hundred Dollars ($500.00)




as advance royalty for the initial year. As to the payments set forth in Schedule
I attached hereto and made a part hereof, Lessge agrees to make each such payment
to Owner, the due date of which occurs prior to termination of this Lease:; it
being expressly understood that should this Lease be terminated, Lessee shall
have no obligation to make any of the payments, the due dates of which occur after
such termination. Each sum of advance royalty paid shall be applied against and
reduce the amount of any production royalty payments thereafter payable to Owner
pursuant to paragraph B of this Section 5; whether accruing to Owner in the same
year or in any year thereafter.

B. Production Royalty: 1In the event Lessee mines and markets Leased Sub-

stances from the Leased Premises, Lessee shall pay to Owner a production royalty
as set forth in Schedule II attached hereto and made a part hereof.

C. MNeights and Analyses: Lessee shall measure ore, weigh other product and

take and analyze samples thereof in accordance with sound mining and metallurgical
practice, and keep accurate records thereof as a basis for computing royalty
payments, which records shall be available for inspection by Owner in accordance
with Section 6.

D. Method of Payment: A1l payments required to be made by Lessee to Owner

may be made in currency, or by draft or by check, at the option of Lessee, and
said payments may be mailed or delivered to Owner at the address specified in

Section 14, or to Owner's credit in the ,

which bank and its successors shall continue as the depository for said payments
regardless of changes in the ownership of the Leased Premises. Upon making any
payment as described above, Lessee shall be relieved of any responsibility for

the distribution of such payment to Owner or Owner's successors in interest. The



delivery or the deposit in the mail of any payment hereunder on or before the due
date thereof shall be deemed timely payment hereunder.

E. Adverse Claims: Disputes: In case of any suit, adverse claim, dispute

or question as to the ownership of the Leased Premises or concerning advance or
production royalties or any interest therein payable under this Lease, Lessee
shall not be deemed to be in default in payment thereof until final disposition of
such suit, claim, dispute or question, and Lessee may withhold payments due Owner
hereunder with respect to the portion of the Leased Premises involved in such
dispute and depasit the same in an interest-bearing account until there is a
final adjudication or other determination of such dispute. Lessee shall make
such payments, together with any interest earned thereon, within 30 days after
being furnished with the original or certified copies of instruments disposing of
such suit, claim or dispute in Owner's favor, or after delivery to Lessee of
proof sufficient in Lessee's opinion to settle such question in Owner's favor.
6. Inspection

Owner, or its authorized agents, at Owner's risk and expense, may enter
upon the Leased Premises to inspect the same at such times and upon such notice
to Lessee as shall not unreasonably or unnecessarily hinder or interrupt the
operations of Lessee. Owner, or its authorized agents, shall have the right to
inspect the accounts and records used in calculating production royalty paid to
Owner hereunder, which right may be exercised as to each quarterly payment of
production royalty, at any reasonable time during a period of one year from and
after the date on which the quarterly payment of production royalty was paid by
Lessee. Owner agrees to treat all information received hereunder as confidential

and hereby covenants and agrees that it shall not, without having first obtained



the written consent of Lessee as to the form and content, disclose any information
it may obtain hereunder nor issue any press release concerning operations on the
Leased Premises.

7s Conduct of Operations: Protection from Liens

Lessee agrees to comply with valid and applicable local, state and federal
laws and regulations governing its operations hereunder. Lessee shall pay all
expenses incurred by it in its operations on the Leased Premises and shall allow
no liens arising from any act of Lessee to remain upon the interest of Owner in
and to the Leased Premises; provided, however, that if Lessee, in good faith,
disputes the validity or amount of any claim, lien or Tiability asserted against
it with respect to the Leased Premises, it shall not be required to pay or
discharge the same until the amount and validity thereof have been finally
determined. If authorized by applicable statute, Owner may post a notice of
non-1iability and Lessee shall keep such notice posted during the term of this
Lease. Lessee shall carry workman's compensation or industrial insurance coverage
to the extent required by the laws of the state in which the Leased Premises are
situated.

8. Taxes

Lessee shall pay all taxes, assessments and other governmental charges
imposed upon the Leased Premises and upon any equipment and improvements placed
by it thereon for the periods that this Lease is in effect. Owner agrees to
promptly transmit to Lessee all notices pertaining to such taxes, assessments and
charges which Owner may receive. If this Lease is terminated, such taxes shall
be prorated between Lessee and Owner for the tax year in which such termination

occurs. Lessee shall have the right to contest, in the courts or otherwise, in



its own name or in the name of Owner, the validity or amount of any such taxes or
assessments if it deems the same unlawful, unjust, unequal or excessive, or to
take such steps or proceedings as it may deem necessary to secure a cancellation,
reduction, re-adjustment or equalization thereof before it shall be required to
pay the same, buthin no event shall Lessee permit or allow title to the Leased
Premises to be lost as the result of non-payment of any taxes, assessments or
other such charges. Lessee shall not be liable for any taxes levied or measured
by income or taxes applicable to Owner based upon advance or production payments
to Owner under this Lease.

9. Title Matters

A. Title Documents: Upon written request of Lessee at any time during the

term hereof, Owner shall promptly deliver to Lessee all abstracts of title to and
copies of all title documents affecting the Leased Premises which Owner has in
its possession, together with copies of all plats and field notes of surveys of
the Leased Premises which Owner has in its possession.

B. Title Defects, Defense and Protection: If (i) in the opinion of Lessee's

counsel, Owner's title to any of the Leased Premises is defective or less than as
represented in Section 2, or (ii) Owner's title is contested or questioned by
any person, entity or governmental agency, and if Owner is unable or unwilling
to promptly correct the defects or alleged defects in title, Lessee may attempt,
with all reasonable dispatch, to perfect, defend, or initiate litigation to
protect Owner's title. In that event, Owner shall execute all documents and
shall take such other actions as are reasonably necessary to assist Lessee .in its
efforts to perfect, defend or protect Owner's title. If the title is less than

as represented in Section 2, then (and only then) the costs and expenses of



perfecting, defending or correcting title (including, but without being Timited
to, the cost of attorneys' fees and the costs of releasing or satisfying any
mortgages, liens and encumbrances) shall be a credit against payments thereafter
to be made to Owner under the provisions of Section 5 and Schedule I, unless the
encumbrance or dispute arises from Lessee's failure to perform its obligations
hereunder (in which case such costs shall be borne by Lessee).

C. Lesser Interest Provision: If Owner owns less than the entire and

undivided title and interest in and to the Leased Premises, then the rentals and
royalties herein provided shall be proportionately reduced and paid to Owner
only in the proportion which Owner's interest bears to the entire undivided title
and interest in and to the Leased Premises.

D. General: Nothing herein contained and no notice or action which may
be taken wunder this Section 9 shall limit or detract from Lessee's right to
terminate this Lease in the manner provided in Section 10.B.

10. Termination: Removal of Property

A. Termination by Owner: In the event of any default by Lessee in the

performance of its obligations hereunder, Owner shall give to Lessee written
notice specifying the default. If the default is not cured within 30 days after
Lessee has received the notice, or if Lessee has not within that time begun
action to cure the default and does not thereafter diligently prosecute such
action to completion, Owner may terminate this Lease by delivering to Lessee
written notice of such termination, subject to Lessee's right to remove its
property and equipment from the Leased Premises, as hereinafter provided. Owner
shall have no right to terminate this Lease except as set forth in this Section

10.A.



B. Termination by Lessee: Lessee may at any time execute and deliver to

Owner, or place of record, a release or releases covering all or any portion or
'portions of the Leased Premises and thereby surrender this Lease as to all or

such portion or portions and terminate from and after the date of release and

surrender all obligations as to the acreage surrendered except rental and/or
‘roya]ty obligations accrued as of the day of the release.

C. Removal of Property: Upon any termination or expiration of this Lease,

Lessee shall have a period of one year from and after the effective date of
termination in which to remove from the Leased Premises all of its machinery,
buildings, structures, facilities, equipment and other property of every nature
and description erected, placed or situated thereon, except supports placed in
shafts, drifts or openings in the Leased Premises. Any property of Lessee not
'so removed at the end of said one year shall become the property of Owner.

D. Obligations of Lessee Upon Termination: If this Lease is terminated,

or if this Lease expires, Lessee shall:

(i) upon written request given by Owner within 30 days of such
termination or expiration, furnish to Owner, within a rea-
sonable time thereafter, copies of all available non-inter-
pretive exploration data pertaining to the Leased Premises

. and prepared by or for Lessee and permit Owner, at Owner's
expense, to pick up any available core from the Leased
Premises: provided, however, that Lessee shall in no event
' be Tiable to Owner for the loss of any core from the

Leased Premises:

- 10 -



(i1) execute and deliver to Owner a release and surrender of
this Lease and all of Lessee's interests in the Leased
‘ Premises, the same to be in a recordable form; and
(iii) comply with all valid and applicable local, state or
federal regulations as such relate to surface reclama-

. tion.

11. Suspension of Operations

A. Force Majeure: Lessee shall not be Tiable for failure to perform any of

its obligations hereunder during periods in which performance is prevented by any
cause reasonably beyond Lessee's control, which causes hereinafter are called
"force majeure". For purposes of this Lease, the term "force majeure" shall
include acts of God, fire, flood, undue shortage of power, strikes, insurrections

‘or mob violence, requirements or reqgulations of government and other causes of a
similar nature which are beyond the control of Lessee. Lessee shall notify Owner
of the date of commencement and cause of each period of force majeure and shall
also notify Owner of the time of removal of such cause.

B. Suspensions Due to Economic Causes: If at any time during the term

hereof and after expiration of the initial 10-year portion of such term, mining,
developing and processing operations are determined by Lessee to be uneconomic
.due to unavailability of a suitable market for Leased Substances, prevailing
costs of mining, developing or processing with respect to prices available
for Leased Substances, unavailability of equipment or of competent labor, or
"mposition of governmental statutes, requirements or regulations making it
impractical to carry out such operations, Lessee shall have the right, from time

to time, to temporarily discontinue operations hereunder for a cumulative period



not to exceed three years. 1In each such event, Lessee shall, within 30 days of
expiration of each lease year in which such temporary discontinuance occurs,
. notify Owner of the total period of each such discontinuance during such year.

C. Obligations During Suspension of Operations: During any suspension of

operations under either paragraph A or B of this Section 11, Lessee shall:
. (i) continue to pay all property and other taxes, assessments and charges payable
by Lessee described in Section 8 as and when they become payable as therein
provided: (ii) comply with all requirements of this Lease relative to maintaining
the status and title of the Leased Premises in good standing; and (iii) continue
to make payments to Owner as required under Section 5.
12. Notices
Any notice or communication required or permitted hereunder shall be
.effective when. personally delivered or shall be effective when addressed:
If to Owner: Jack J. Goode
29736 Farmbrook Villa Lane
Southfield, Michigan 48034
If to Lessee: Santa Fe Pacific Mining, Inc.
Box 27019
Albuquerque, New Mexico 87125
and deposited, postage prepaid, certified or registered, in the United States
.maﬂ. Either party may, by notice to the other given as aforesaid, change its

mailing address for future notices hereunder.

13. Binding Effect: Assignment

‘ The rights of either party hereunder may be assigned in whole or in part and

the provisions hereof shall inure to the benefit of and be binding upon its heirs,

executors, administrators, successors and assigns, but no change or divisions in




the ownership of the Leased Premises or payment hereunder, however accomplished,
shall operate to enlarge the obligations or diminish the rights of Lessee here-
.under. No such change or division in the ownership of the Leased Premises shall
be binding upon Lessee for any purpose until the first day of the month next
succeeding the month in which such person acquiring any interest shall furnish
.Lessee, at the address set forth in Section 12, with the instrument or instru-
ments, or certified copies thereof, evidencing such change, transfer or division
in ownership.
14. Memorandum
The parties to this Lease agree to execute and record a memorandum or short
form of this Lease in a form sufficient to constitute record notice to third
parties of the rights granted hereunder, which may be recorded with the County
.C]erk or Recorder of the county or counties in which the Leased Premises are
Situated.

15. Construction: No Implied Covenants

This Lease and the rights and obligations of the parties hereunder shall be
governed by the Tlaws of the state in which the Leased Premises.are situated.
Section headings herein are for convenience only and shall not be considered a
part of this Lease nor used in its interpretation. A1l of the agreements and
understandings of Lessee and Owner with reference to the Leased Premises are
embodied in this Lease, which supersedes all prior agreements and understandings
between Lessee énd Owner with reference to the Leased Premises. The compensation

.herein provided shall be deemed to be full payment to Owner for any damages which
may be caused to the Leased Premises by Lessee's operations hereunder so long

as Lessee conducts such operations in a reasonable and prudent manner without

- 13 -



negligence on the part of Lessee. No implied covenants or conditions whatsoever
shall be read into this Lease relating to the prospecting, developing or mining
.)f the Leased Premises or any operations of Lessee hereunder, or as to the time
therefor or measure of diligence thereof, it being expressly agreed and under-
stood that any operations conducted by Lessee upon the Leased Premises shall be
‘:onducted at such time and in such manner as Lessee, in its sole discretion, deems
advisable, subject only to the express provisions of this Lease.

16. Counterparts; Joiner

This Lease may be executed in any number of counterparts and any party
who executes a counterpart need not execute the same counterpart as any other
party. Each of such counterparts shall be deemed to be an original, all of which
counterparts together shall constitute one and the same Lease. Execution hereof

‘y the spouse of any Owner is with the intent and for the purpose of releasing
and waiving any and all dower, homestead exemption, community property rights and
all other rights conferred upon or reserved to such spouse by the laws of the
state in wnich the spouse resides and by the laws of the state in which the
Leased Premises are situated, together with all rights which such spouse has or
hereafter obtains (while this Lease is in effect) in and to the Leased Premises.

17. Compliance with Law

While conducting activities and operations on the Leased Premises, Lessee
shall comply with all applicable laws and regulations of all governmental
authorities with valid jurisdiction over the Leased Premises or Lessee's activi-

Qies and operations on the Leased Premises.
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IN WITNESS WHEREOF, the Owner has executed this Mining Lease effective as of

the date first above set forth.

OWNER:
Jack J. Goode
"’ (SS # )
(SS # )
LESSEE :
SANTA FE PACIFIC MINING, INC.
By

Vice President

- 15 =



STATE OF )
) ss.
COUNTY OF )
. The foregoing instrument was acknowledged before me this day of
, 1988 by JACK J. GOODE and GOODE,

husband and wife.

Witness my hand and official seal.

Notary PubTic

My Commission Expires:

STATE OF NEW MEXICO )
) Ss.

COUNTY OF BERNALILLO )

The foregoing instrument was acknowledged before me this day

of , 1988 by ,

Vice President of SANTA FE PACIFIC MINING, INC., a Kansas corporation, on behalf

.of said corporation.

. Notary Public

My Commission Expires:




EXHIBIT A
. EXHIBIT A to Mining Lease and Purchase Option by and between
JACK J. GOODE and GOODE
(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee") and pertaining to the following described real property situated

in Cochise County, State of Arizona

The LONGFELLOW Patented Mining Claim lying in
Section 15, Township 20 South, Range 22 East,
GSRM - Identified by the Surveyor General as
Mineral Survey #872: containing 6.70 acres,
more or less.

SUBJECT TO:
1. Taxes, if any, which may constitute a lien, but which are
not yet due and payable: and
2. Rights-of-way, if any, for roads, telephone and telegraph
lines and pipelines of record in the office of the Clerk :
or Recorder of the county in which the above described
. property is situated: and

3. Reservations contained in the United States Patents thereto.

’ Initial for Identification




SCHEDULE 1

SCHEDULE I to Mining Lease between

JACK J. GOODE and GOODE

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee").

Advance Royalty Payment Schedule (See Section 5.A.)

Lessee agrees to make payment to Owner of each of the following payments,
the due date of which occurs prior to termination of the Lease to which this

Schedule 1is attached.

Amounts of
Anniversary Dates of the Annual Advance
Execution of this Agreement Royalty Payment
2nd through 5th anniversary $200.00/year
6th anniversary and thereafter $400.00/year

Initial for Identification




SCHEDULE 11

SCHEDULE II to Mining Lease between

. JACK J. GOODE and

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee").

.Production Royalty (See Section 5.B.)

In the event Lessee mines and markets Leased Substances from the Leased
Premises, Lessee shall pay to Owner, as a production royalty, 4% of the "Net
Returns" from the sale of Leased Substances so mined and marketed. "Net Returns",
as used herein, shall mean the total returns from the smelter or other purchaser
less:

(i) custom smelting costs, treatment charges and penalties,

. including but without being limited to, metal losses,
penalties for impurities and charges for refining, sell-
ing and transportation from smelter to refinery and from
refinery to market; provided, however, in the case of
leaching operations, all processing and recovery costs
incurred by Lessee beyond the point at which the metal

. being treated is in solution shall be considered as
treatment charges (it being agreed and understood, how-
ever, that such processing and recovery costs shall not

‘ include the cost of mining, crushing, dump preparation,
distribution of Teach solutions or other mining and

preparation costs up to the point at which the metal

‘ goes into solution);




(i1) costs of transporting Leased Substances from the Leased
Premises to a concentrator or other place of treatment:
(iii) costs of transporting Leased Substances from the concen-
. trator to a smelter or other place of treatment: and
(iv) production taxes, severance taxes and sales, privilege
. and other taxes measured by production or the value of
production.

Production royalty payments shall be made within 30 days after the end
of the calendar quarter and calculated on the Net Returns actually received
by Lessee during such calendar quarter. Net Returns for Leased Substances
processed at a smelter owned, operated or controlled by Lessee or treated on a
toll basis for Lessee shall be computed in the above manner, with deductions for

.aﬂ charges and items of cost equivalent to the deductions set forth above. With
respect to any mill tailings or other residue remaining after processing of
Leased Substances, it is hereby agreed that Owner shall have no responsibility
for or interest in such tailings or residues, and Lessee is deemed to be the
owner of such materials and shall be responsible for disposal tbereof in any
manner as it shall see fit: provided, however, that any tailings not removed
from the Leased Premises within one year from the date of termination of this

‘_ease shall become the property of Owner.

Initial for Identification




MEMORANDUM OF MINING LEASE

Under the terms of that certain Mining Lease dated effective as of the

day of . 1988 by and between

JACK J. GOODE and GOODE, husband and wife

.(therein and hereinafter referred to as "Owner", whether one or more) and

SANTA FE PACIFIC MINING, INC., a Kansas corporation

therein and hereinafter referred to as "Lessee"), Owner has granted, demised,
leased and let and does hereby grant, demise, lease and let unto Lessee that
property described in Exhibit A attached hereto and made a part hereof (the
"Leased Premises"), including without limitation all ores, minerals and mineral
rights and together with all water and water rights 1in, upon and under the
.Leased Premises, exclusively unto Lessee, its successors and assigns, with
the right and privilege to explore for, develop, mine (by open pit, strip,
underground, solution mining, or any other method, including any method hereafter
developed), extract, mill, store, process, remove and market therefrom all ores,
minerals and materials of whatsoever nature or sort: all on the terms and
conditions and subject to the payments to be made to Owner, as f:tu set forth
in the said Lease which Lease is by this reference incorporated herein. Unless
.sooner terminated in the manner therein provided, the term of the said Lease is
for a period of 10 years commencing on the effective date thereof and continuing
for as long thereafter as mining, development or processing operations are being
. conducted thereunder or the Lease term is extended pursuant to the force majeure
and suspensions of operations provisions thereof, all as more fully sét forth

in the Lease. Copies of the said Lease are in the possession of OQOwner c/o



Jack J. Goode, 29736 Farmbrook Villa Lane, Southfield, Michigan 48034

94103 and in the possession of Lessee c¢/o SANTA FE PACIFIC MINING, INC.

. Box 27019, Albuquerque, New Mexico 87125

IN WITNESS WHEREOF, this Memorandum of Mining Lease has been executed

effective as of the date first above set forth.

OWNER:

Jack J. Goode

LESSEE:

SANTA FE PACIFIC MINING, INC.

By:

Vice President




STATE OF

)
) ss.
COUNTY OF )

The foregoing instrument was acknowledged before me this day of

, 1988 by JACK J. GOODE and GOODE,

husband and wife.

Witness my hand and official seal.

Notary Public

My Commission Expires:

STATE OF NEW MEXICO )
) sS.
COUNTY OF BERNALILLO )
The foregoing instrument was acknowledged before me this day

of , 1988 by ' .

Vice President of SANTA FE PACIFIC MINING, INC., a Kansas corporation, on behalf

’of said corporation.

‘ Notary Public

My Commission Expires:




EXHIBIT A

‘ EXHIBIT A to Mining Lease and Purchase Option by and between
JACK J. GOODE and GOODE

as "Owner") and SANTA FE PACIFIC MINING, INC.

(
®

(as "Lessee") and pertaining to the following described real property situated

in Cochise County, State of Arizona .

The LONGFELLOW Patented Mining Claim lying in
Section 15, Township 20 South, Range 22 East,
GSRM - Identified by the Surveyor General as
Mineral Survey #872; containing 6.70 acres,
more or Jless.

SUBJECT TO:

1. Taxes, if any, which may constitute a lien, but which are
not yet due and payable: and
2. Rights-of-way, if any, for roads, telephone and telegraph
lines and pipelines of record in the office of the Clerk
or Recorder of the county in which the above described
. property is situated: and

3. Reservations contained in the United States Patents thereto.

‘ Initial for Identification



Santa Fe Pacific Mining, Inc.

6200 Uptown Blvd. N.E, Suite 400
Box 27019

Albuquerque, New Mexico 87125
505/881-3050

February 18, 1988

Re: Tombstone Area
Cochise County, Arizona

Mr. Jack J. Goode
29736 Farmbrook Villa Lane
Southfield, MI 48034-1005

Dear Mr. Goode:

Our exploration group has an area they are interested in exploring
for precious metals near the town of Tombstone, Arizona.

From a check of the records, it appears you own the "“Longfellow"
patented mining claim (MS-872) in Section 15, Township 20 South, Range 22
East. ‘

I would be interested in talking with you about a Mining Lease on
the property. Would you please call me at your convenience to discuss
this. Please call me collect at (505) 881-3050.

Thank you for your consideration.

Very truly yours,

T. M. Roesch
Landman

TMR: fy

Santa Fe Pacific Minerals Coxrporation

Box 27019
Albuquerque, New Mexico 87125
(505) 881-3050

Thomas M. Roesch

Staff Landman

A Santa Fe Southern Pacific Company

A Santa Fe Southern Pacific Company



Santa Fe Pacific Mining, Inc.

6200 Uptown Blvd. N.E, Suite 400
Box 27019

' Albuquerque, New Mexico 87125
505/881-3050

February 5, 1988

. Re: Tombstone Area
Cochise County, Arizona

Mr. Jack J. Goode
—29075-Fort-Street —
“Lincoln Park, MI--48146 -

Dear Mr. Goode:

Our exploration group has an area they are interested in exploring
for precious metals near the town of Tombstone, Arizona.

From a check of the records, it appears you own the "Longfellow"
patented mining claim (MS-872) in Section 15, Township 20 South, Range 22
East.

. I would be interested in talking with you about a Mining Lease on
the property. Would you please call me at your convenience to discuss

this. Please call me collect at (505) 881-3050.
Thank you for your consideration.
Very truly yours,
//°A1/€JCIVL

T. M. Roesch
Landman

. TMR: fy

Santa Fe Pacific Minerals Corporation
Box 27019

Albuquerque, New Mexico 87 125
(505) 881-3050
I

Thomas M. Roesch
Staff Landman

. A Santa Fe Southern Pacific Company

—

A Santa Fe Southern Pacific Company







My, Donald Hawksworth
FLoon, Box 748
Tombsbone, Arizona 85¢

Be:  Apnchor, Trinity, Governoir Hendevrson and Hard Up
Claims - Tombstone Area, Tochise County, ArizZona.

Deeap MU, Hawksworth:

aard Lo your recent nonvarsation with Mr, Denny Co
encliosed for your consideratien is a Mining Leass fc
Arochor (Ms-2333), Trinity 2410, Governer Henderson (i
and Iw"d ' claime located in Sact
22 Bast, containing

Baxicr terma of the ieage include:

"Term: L0 years and as long there:

wnvzlnom nt or proos ing is
11y oset out in the lease}.

Ruyalty: 4% MNet Returns
Sohvance Royalty:

Initially RS

A (SIREN

1,0
ist auniversary oo, 000
ndd oand 3rd ann** ‘ 8

deh and St annivars 212.0
st h anuiversary and th@reﬂftwr $18,000

me ccllect at (5057 881-2080 anae yvou

~hance to review our offer or it you have any quest
1 4 ]

Thank you ftor vour considerabion.

Very truly vours

TOM. Roeo
Landman

bays
—



MINING LEASE

THIS LEASE is made effective as of the day of , 1988
by and between SILVER TECH MINES, INC., a
corporation

(hereinafter designated as "Owner", whether one or more), and SANTA FE PACIFIC

MINING, INC., a Kansas corporation (hereinafter designated as "Lessee"):

WITNESSETH:

WHEREAs; Lessee wishes to acquire from Owner, and Owner wishes to grant to
Lessee, a mining Tease of the "Leased Premises" (hereinafter defined) pursuant
to which Lessee shall have the exclusive right to explore, develop and mine the
"Leased Premises", all on the terms and conditions hereinafter set forth:

NOW, THEREFORE, for a valuable consideration paid to Owner by Lessee, the
receipt and sufficiency of which is hereby acknowledged, and in consideration
of the covenants hereinafter set forth, Owner and Lessee agree as follows:

1. The "Leased Premises"

The Leased Premises shall mean all of the property and interest in property
described in Exhibit A attached hereto and made a. part hereof (whether consisting
of patented mining claims or other real property, or any combination thereof)
together with all of the ores, minerals and materials thereon and thereunder, and
all right, title and interest of Owner in and to the surface of said property,
and all water, water rights, easements and rights-ofway now and hereafter owned
or held by Owner in, upon or under the said property or in any way pertaining

thereto.

SFM-100-86a



Zis Warranties and Representations

Owner represents and warrants to Lessee: (i) that subject to the matters
specifically set forth in Exhibit A, Owner owns and has the exclusive possession
of the Leased Premises; and (ii) that Owner has the full right, power, and
capacity to enter into this Lease upon the terms set forth herein.

3. Term

Unless sooner terminated as hereinafter provided, the term of this Lease shall
be for a period of 10 years commencing on the effective date hereof and for a
continuing term as Tlong thereafter as any mining, development or processing is
being conducted hereunder on a continuous basis. For purposes of this Section 3,
such operations shall be deemed as being conducted on a continuous basis unless
and until, and after the end of the initial term, a period of 365 consecutive
days elapses during which no mining or development or processing is conducted;
excluding, however, periods of force majeure and suspensions of operations due to
economic causes, both hereinafter defined. The term "development" shall mean
work or construction in preparation for mining or processing a proven or possible
reserve, including further development drilling of such a reserve, but excluding
exploration drilling. Unless otherwise specified, all references to the "term"
of this Lease shall mean and include both the initial term and the continuing
term.

4. Grant

Owner hereby grants, demises, leases and lets the Leased Premises exclusive-
ly unto the Lessee, 1its successors and assigns, with the exclusive right and
privilege to explore for, develop, mine (by open pit, strip, underground, solution

mining or any other method, including any method hereafter developed), extract,



mill, store, remove and market therefrom all ores, minerals and materials of
whatsoever nature or sort> (herein designated as "Leased Substances") and to
use and consume so much of the surface thereof as may be necessary, useful or
convenient for the full enjoyment of all of the rights herein granted. Lessee
is hereby further granted the exclusive right to construct and use structures,
facilities, equipment roadways, railroads and haulageways, and all other appur-
tenances (herein called "Production Facilities") installed on the Leased Premises
for the purpose of producing, removing, treating or transporting metals, ores,
minerals or mqteria]s from the Leased Premises or from adjoining or nearby
property owned or controlled by Lessee, and the right to mine and remove Leased
Substances from the Leased Premises through or by means of shafts, openings or
pits which may be made in or upon adjoining or nearby property. For an additional
consideration of One Thousand Dollars ($1,000.00) the right to use said Production
Facilities will continue after the expiration of this Lease for so long as use of
the Production Facilities is required by Lessee in connection with operations on
said adjoining or nearby property. Lessee's operations hereunder and in its
mining of adjoining or nearby lands may be conducted upon the Leased Premises or
upon such other lands as a single mining operation, to the extent as if the
Leased Premises and all such other properties constituted a single tract of land.
After Leased Substances from the Leased Premises have been sampled and weighed or
measured by volumetric survey, truck factors, or any other manner as will permit
the computation of royalty to be paid hereunder, Lessee may mix the same with
ores, materials or products from other lands. Lessee shall have the right, at
any time during the term hereof, to stockpile any material mined or produced from

the Leased Premises at such place or places as Lessee may elect, either upon the



Leased Premises or upon any other lands owned or controlled by Lessee. The
rights of Owner in and to any such material stockpiled on other lands shall not
be divested by the removal thereof from the Leased Premises, but shall be the
same in all respects as though such materials had been stockpiled on the Leased
Premises. If such other lands are not owned by Lessee, Lessee shall obtain from
the owners thereof a properly executed instrument under which the owners of the
other lands agree to recognize the interest of Owner in materials stockpiled on
such other lands. The stockpiling of materials from the Leased Premises on other
lands shall not be deemed a removal or shipment thereof requiring payment of
royalty thereon. Lessee shall have the further right, at any time during the
term hereof, to stockpile on the Leased Premises any ore or material mined or
produced by Lessee or its affiliate companies from other lands. Owner agrees to
recognize the rights and interests of others in such ores and materials stockpiled
on the Leased Premises and to permit the removal thereof by Lessee at any time
during the term of this Lease, or by the owners thereof for a reasonable time
after termination of this Lease, all without liability or expense to Owner. All
stockpiles on the Leased Premises shall be placed so as not to interfere with
mining operations on the Leased Premises. Waste, overburden, surface stripping
and other materials from the Leased Premises may be deposited off the Leased
Premises and may be deposited on the Leased Premises only if the same will not
interfere with mining operations on the Leased Premises.

5 Payments to Owner

A. Advance Royalty: On the date of execution of this Lease by Lessee and

Owner, Lessee shall pay to Owner the sum of Four Thousand Dollars ($4,000.00)




as advance royalty for the initial year. As to the payments set forth in Schedule
[ attached hereto and made a part hereof, Lessee agrees to make each such payment
to Owner, the due date of which occurs prior to termination of this Lease: it
being expressly understood that shouid this Lease be terminated, Lessee shall
have no obligation to make any of the payments, the due dates of which occur after
such termination. Each sum of advance royalty paid shall be applied against and
reduce the amount of any production royalty payments thereafter payable to Owner
pursuant to paragraph B of this Section 5:; whether accruing to Owner in the same

year or in any year thereafter.

B. Production Royalty: 1In the event Lessee mines and markets Leased Sub-

stances from the Leased Premises, Lessee shall pay to Owner a production royalty

as set forth in Schedule Il attached hereto and made a part hereof.

C. MWeights and Analyses: Lessee shall measure ore, weigh other product and

take and analyze samples thereof in accordance with sound mining and metallurgical
practice, and keep accurate records thereof as a basis for computing royalty
payments, which records shall be available for inspection by Owner in accordance

with Section 6.

D. Method of Payment: A1l payments required to be made by Lessee to Owner

may be made in currency, or by draft or by check, at the option of Lessee. and
said payments may be mailed or delivered to Owner at the address specified in

Section 14, or to Owner's credit in the

b

which bank and its successors shall continue as the depository for said payments
regardless of changes in the ownership of the Leased Premises. Upon making any
payment as described above, Lessee shall be relieved of any responsibility for

the distribution of such payment to Owner or Owner's successors in interest. The



delivery or the deposit in the mail of any payment hereunder on or before the due
date thereof shall be deemed timely payment hereunder.

E. Adverse Claims: Disputes: 1In case of any suit, adverse claim, dispute

or question as to the ownership of the Leased Premises or concerning advance or
production royalties or any interest therein payable under this Lease, Lessee
shall not be deemed to be in default in payment thereof until final disposition of
such suit, claim, dispute or question, and Lessee may withhold payments due Owner
hereunder with respect to the portion of the Leased Premises involved in such
dispute and deposit the same in an interest-bearing account until there is a
final adjudication or other determination of such dispute. Lessee shall make
such payments, together with any interest earned thereon, within 30 days after
being furnished with the original or certified copies of instruments disposing of
such suit, claim or dispute in Owner's favor, or after delivery to Lessee of
proof sufficient in Lessee's opinion to settle such question in Owner's favor.
6. Inspection

Owner, or 1its authorized agents, at Owner's risk and expense, may enter
upon the Leased Premises to inspect the same at such times and upon such notice
to Lessee as shall not unreasonably or unnecessarily hinder or interrupt the
operations of Lessee. Owner, or its authorized agents, shall have the right to
inspect the accounts and records used in calculating production royalty paid to
Owner hereunder, which right may be exercised as to each quarterly payment of
production royalty, at any reasonable time during a period of one year from and
after the date on which the quarterly payment of production royalty was paid by
Lessee. Owner agrees to treat all information received hereunder as confidential

and hereby covenants and agrees that it shall not, without having first obtained



the written consent of Lessee as to the form and content, disclose any information
it may obtain hereunder nor issue any press release concerning operations on the
Leased Premises.

7 Conduct of Operations: Protection from Liens

Lessee agrees to comply with valid and applicable local, state and federal
laws and regulations governing its operations hereunder. Lessee shall pay all
expenses incurred by it in its operations on the Leased Premises and shall allow
no liens arising from any act of Lessee to remain upon the interest of Owner in
and to the Legsed Premises; provided, however, that if Lessee, in good faith,
disputes the validity or amount of any claim, lien or liability asserted against
it with respect to the Leased Premises, it shall not be required to pay or
discharge the same until the amount and validity thereof have been finally
determined. If authorized by applicable statute, Owner may post a notice of
non-liability and Lessee shall keep such notice posted during the term of this
Lease. Lessee shall carry workman's compensation or industrial insurance coverage
to the extent required by the laws of the state in which the Leased Premises are
situated.

8. Taxes

Lessee shall pay all taxes, assessments and other governmental charges
imposed upon the Leased Premises and upon any equipment and improvements placed
by it thereon for the periods that this Lease is in effect. Owner agrees to
promptly transmit to Lessee all notices pertaining to such taxes, assessments and
charges which Owner may receive. If this Lease is terminated, such taxes shall
be prorated between Lessee and Owner for the tax year in which such termination

occurs. Lessee shall have the right to contest, in the courts or otherwise, in



its own name or in the name of Owner, the validity or amount of any such taxes or
assessments if it deems the same unlawful, unjust, unequal or excessive, or to
take such steps or proceedings as it may deem necessary to secure a cancellation,
reduction, re-adjustment or equalization thereof before it shall be required to
pay the same, but in no event shall Lessee permit or allow title to the Leased
Premises to be Tost as the result of non-payment of any taxes, assessments or
other such charges. Lessee shall not be liable for any taxes levied or measured
by income or taxes applicable to Owner based upon advance or production payments
to Owner under this Lease.

9. Title Matters

A. Title Documents: Upon written request of Lessee at any time during the

term hereof, Owner shall promptly deliver to Lessee all abstracts of title to and
copies of all title documents affecting the Leased Premises which Owner has in
its possession, together with copies of all plats and field notes of surveys of
the Leased Premises which Owner has in its possession.

B. Title Defects, Defense and Protection: If (i) in the opinion of Lessee's

counsel, Owner's title to any of the Leased Premises is defective or less than as
represented in Section 2, or (ii) Owner's title is contested or questioned by
any person, entity or governmental agency, and if Owner is unable or unwilling
to promptly correct the defects or alleged defects in title, Lessee may attempt,
with all reasonable dispatch, to perfect, defend, or initiate litigation to
protect QOwner's title. In that event, Owner shall execute all documents and
shall take such other actions as are reasonably necessary to assist Lessee in its
efforts to perfect, defend or protect Owner's title. If the title is less than

as represented 1in Section 2, then (and only then) the costs and expenses of



perfecting, defending or correcting title (including, but without being limited
to, the cost of attorneys' fees and the costs of releasing or satisfying any
mortgages, liens and encumbrances) shall be a credit against payments thereafter
to be made to Owner under the provisions of Section 5 and Schedule I, unless the
encumbrance or dispute arises from Lessee's failure to perform its obligations
hereunder (in which case such costs shall be borne by Lessee).

C. Lesser Interest Provision: If Owner owns less than the entire and

undivided title and interest in and to the Leased Premises, then the rentals and
royalties herein provided shall be proportionately reduced and paid to Owner
only in the proportion which Owner's interest bears to the entire undivided title
and interest in and to the Leased Premises.

D. General: Nothing herein contained and no notice or action which may
be taken under this Section 9 shall Timit or detract from Lessee's right to
terminate this Lease in the manner provided in Section 10.B.

10. Termination: Removal of Property

A. Termination by Owner: In the event of any default by Lessee in the

performance of 1its obligations hereunder, Owner shall give to Lessee written
notice specifying the default. If the default is not cured within 30 days after
Lessee has received the notice, or if Lessee has not within that time begun
action to cure the default and does not thereafter diligently prosecute such
action to completion, Owner may terminate this Lease by delivering to Lessee
written notice of such termination, subject to Lessee's right to remove its
property and equipment from the Leased Premises, as hereinafter provided. Owner
shall have no right to terminate this Lease except as set forth in this Section

10.A.



B. Termination by Lessee: Lessee may at any time execute and deliver to

Owner, or place of record, a release or releases covering all or any portion or
portions of the Leased Premises and thereby surrender this Lease as to all or
such portion or portions and terminate from and after the date of release and
surrender all obligations as to the acreage surrendered except rental and/or
royalty obligations accrued as of the day of the release.

C. Removal of Property: Upon any termination or expiration of this Lease,

Lessee shall have a period of one year from and after the effective date of
termination in . which to remove from the Leased Premises all of its machinery,
buildings, structures, facilities, equipment and other property of every nature
and description erected, placed or situated thereon, except supports placed in
shafts, drifts or openings in the Leased Premises. Any property of Lessee not
so removed at the end of said one year shall become the property of Owner.

D. Obligations of Lessee Upon Termination: If this Lease is terminated,

or 1f this Lease expires, Lessee shall:

(1) upon written request given by Owner within 30 days of such
termination or expiration, furnish to Owner, within a rea-
sonable time thereafter, copies of all available non-inter-
pretive exploration data pertaining to the Leased Premises
and prepared by or for Lessee and permit Owner, at Owner's
expense, to pick up any available core from the Leased
Premises: provided, however, that Lessee shall in no event
be liable to Owner for the loss of any core from the

Leased Premises:

- 10 -



(i1) execute and deliver to Owner a release and surrender of
this Lease and all of Lessee's interests in the Leased
Premises, the same to be in a recordable form; and

(ii1i) comply with all valid and applicable local, state or
federal regulations as such relate to surface reclama-
tion.

11. Suspension of Operations

A. Force Majeure: Lessee shall not be liable for failure to perform any of

its ob]igationg hereunder during periods in which performance is prevented by any
cause reasonably beyond Lessee's control, which causes hereinafter are called
"force majeure". For purposes of this Lease, the term "force majeure" shall
include acts of God, fire, flood, undue shortage of power, strikes, insurrections
or mob violence, requirements or regulations of government and other causes of a
similar nature which are beyond the control of Lessee. Lessee shall notify Owner
of the date of commencement and cause of each period of force majeure and shall
also notify Owner of the time of removal of such cause.

B. Suspensions Due to Economic Causes: If at any time during the term

hereof and after expiration of the initial 10-year portion of such term, mining,
developing and processing operations are determined by Lessee to be uneconomic
due to wunavailability of a suitable market for Leased Substances, prevailing
costs of mining, developing or processing with respect to prices available
for Leased Substances, unavailability of equipment or of competent labor, or
imposition of governmental statutes, requirements or regulations making it
impractical to carry out such operations, Lessee shall have the right, from time

to time, to temporarily discontinue operations hereunder for a cumulative period

- 1T =




not to exceed three years. In each such event, Lessee shall, within 30 days of
expiration of each lease year in which such temporary discontinuance occurs,
notify Owner of the total period of each such discontinuance during such year.

C. Obligations During Suspension of Operations: During any suspension of

operations under either paragraph A or B of this Section 11, Lessee shall:
(i) continue to pay all property and other taxes, assessments and charges payable
by Lessee described in Section 8 as and when they become payable as therein
provided; (ii) comply with all requirements of this Lease relative to maintaining
the status and title of the Leased Premises in good standing; and (iii) continue
to make payments to Owner as required under Section 5.
12. Notices
Any notice or communication required or permitted hereunder shall be
effective when personally delivered or shall be effective when addressed:
If to Owner: Silver Tech Mines, Inc.

470 Main Road
Towaco, New Jersey 07082

If to Lessee: Santa Fe Pacific Mining, Inc.
Box 27019
Albuquerque, New Mexico 87125
and deposited, postage prepaid, certified or registered, in the United States
mail. Either party may, by notice to the other given as aforesaid, change its

mailing address for future notices hereunder,

13. Binding Effect; Assignment

The rights of either party hereunder may be assigned in whole or in part and
the provisions hereof shall inure to the benefit of and be binding upon its heirs,

executors, administrators, successors and assigns, but no change or divisions in

- |2 -




the ownership of the Leased Premises or payment hereunder, however accomplished,
shall operate to enlarge the obligations or diminish the rights of Lessee here-
under. No such change or division in the ownership of the Leased Premises shall
be binding upon Lessee for any purpose until the first day of the month next
succeeding the month in which such person acquiring any interest shall furnish
Lessee, at the address set forth in Section 12, with the instrument or instru-
ments, or certified copies thereof, evidencing such change, transfer or division
in ownership.
14. Memorandum

The parties to this Lease agree to execute and record a memorandum or short
form of this Lease in a form sufficient to constitute record notice to third
parties of the rights granted hereunder, which may be recorded with the County
Clerk or Recorder of the county or counties in which the Leased Premises are
Situated.

15. Construction: No Implied Covenants

This Lease and the rights and obligations of the parties hereunder shall be
governed by the laws of the state in which the Leased Premises are situated.
Section headings herein are for convenience only and shall not be considered a
part of this Lease nor used in 1its interpretation. All of the agreements and
understandings of Lessee and Owner with reference to the Leased Premises are
embodied in this Lease, which supersedes all prior agreements and understandings
between Lessee and Owner with reference to the Leased Premises. The compensation
herein provided shall be deemed to be full payment to Owner for any damages which
may be caused to the Leased Premises by Lessee's operations hereunder so long

as Lessee conducts such operations in a reasonable and prudent manner without
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negligence on the part of Lessee. No implied covenants or conditions whatsoever
shall be read into this Lease relating to the prospecting, developing or mining
of the Leased Premises or any operations of Lessee hereunder, or as to the time
therefor or measure of diligence thereof, it being expressly agreed and under-
stood that any operations conducted by Lessee upon the Leased Premises shall be
conducted at such time and in such manner as Lessee, in its sole discretion, deems
advisable, subject only to the express provisions of this Lease.

16. Counterparts: Joiner

This Leasg may be executed in any number of counterparts and any party
who executes a counterpart need not execute the same counterpart as any other
party. Each of such counterparts shall be deemed to be an original, all of which
counterparts together shall constitute one and the same Lease. Execution hereof
by the spouse of any Owner is with the intent and for the purpose of releasing
and waiving any and all dower, homestead exemption, community property rights and
all other rights conferred upon or reserved to such spouse by the laws of the
state in which the spouse resides and by the laws of the state in which the
Leased Premises are situated, together with all rights which such spouse has or
hereafter obtains (while this Lease is in effect) in and to the Leased Premises.

17. Compliance with Law

While conducting activities and operations on the Leased Premises, Lessee
shall comply with all applicable laws and regulations of all governmental
authorities with valid jurisdiction over the Leased Premises or Lessee's activi-

ties and operations on the Leased Premises.
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IN WITNESS WHEREOF, the Owner has executed this Mining Lease effective as of

the date first above set forth.

OWNER:
SILVER TECH MINES, INC.

By
Its

Fed. ID No.

LESSEE:

SANTA FE PACIFIC MINING, INC.

By

Vice President

- 15 -



STATE OF )
)] 5%,
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
s ]988, by >
of SILVER TECH MINES, a corporation, on behalf of said corpora-
tion.

Notary Public

My commission expires:

STATE OF NEW MEXICO )
COUNTY OF BERNALILLO ; e

The foregoing instrument was acknowledged before me this day
of , 1988 by 3
Vice President of SANTA FE PACIFIC MINING, INC., a Kansas corporation,

on behalf of said corporation.

Notary Public

My Commission Expires:




EXHIBIT A

EXHIBIT A to Mining Lease by and between

SILVER TECH MINES, INC.

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee") and pertaining to the following described real property situated

in Cochise County, State of Arizona .

The following patented mining claims situated in Sections 11 and 14, Township
20 South, Range 22 East, and identified by the Surveyor General with the Mineral

Survey Number:shown:

Claim Name Mineral Survey Number Acreage

ANCHOR MS 333 12.72

TRINITY MS 841 2.94

GOVERNOR HENDERSON MS 596 8.39

HARD UP MS 552 9.74
SUBJECT TO:

1. Taxes, if any, which may constitute a lien, but which are not yet
due and payable; and

2. Rights-of-way, if any, for roads, telephone and telegraph lines and
pipelines of record in the office of the Clerk or Recorder of the
county in which the above described property is situated; and

3. Reservations contained in the United States Patents thereto.

Initial for Identification




SCHEDULE I

SCHEDULE I to Mining Lease between

SILVER TECH MINES, INC.

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee").

Advance Royalty Payment Schedule (See Section 5.A.)

Lessee agrees to make payment to Owner of each of the following payments,

the due date of which occurs prior to termination of the Lease to which this

Schedule is attached.

Anniversary Dates of the
Execution of this Agreement

1st anniversary

2nd and 3rd anniversaries

4th and 5th anniversaries

6th anniversary and thereafter

Amounts of
Annual Advance
Royalty Payment

$ 6,000.00
$ 8,000.00
$12,000.00
$15,000.00

Initial for Identification




SCHEDULE I1I

SCHEDULE ITI to Mining Lease between

SILVER TECH MINES, INC.

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee").

Production Royalty (See Section 5.B.)

In the event Lessee mines and markets Leased Substances from the Leased
Premises, Lessee shall pay to Owner, as a production royalty, 4% of the "Net
Returns" from the sale of Leased Substances so mined and marketed. "Net Returns",
as used herein, shall mean the total returns from the smelter or other purchaser
less:

(i) custom smelting costs, treatment charges and penalties,
including but without being Timited to, metal Tlosses,
penalties for impurities and charges for refining, sell-
ing and transportation from smelter to refinery and from
refinery to market; provided, however, in the case of
leaching operations, all processing and recovery costs
incurred by Lessee beyond the point at which the metal
being treated is in solution shall be considered as
treatment charges (it being agreed and understood, how-
ever, that such processing and recovery costs shall not
include the cost of mining, crushing, dump preparation,
distribution of leach solutions or other mining and
preparation costs up to the point at which the metal

goes into solution);



(i) costs of transporting Leased Substances from the Leased
Premises to a concentrator or other place of treatment;

(ii1) costs of transporting Leased Substances from the concen-

trator to a smelter or other place of treatment; and

(iv) production taxes, severance taxes and sales, privilege
and other taxes measured by production or the value of
production.

Production royalty payments shall be made within 30 days after the end
of the calendar quarter and calculated on the Net Returns agtua]]y received
by Lessee during such calendar quarter. Net Returns for Leased Substances
processed at a smelter owned, operated or controlled by Lessee or treated on a
toll basis for Lessee shall be computed in the above manner, with deductions for
all charges and items of cost equivalent to the deductions set forth above. With
respect to any mill tailings or other residue remaining after processing of
Leased Substances, it is hereby agreed that Owner shall have no responsibility
for or interest in such tailings or residues, and Lessee is deemed to be the
owner of such materials and shall be responsible for disposal thereof in any
manner as it shall see fit; provided, however, that any tailings not removed
from the Leased Premises within one year from the date of termination of this

Lease shall become the property of Owner.

Initial for Identification




MEMORANDUM OF MINING LEASE

Under the terms of that certain Mining Lease dated effective as of the

day of , 1988, by and between

SILVER TECH MINES, INC., a corporation

(therein and hereinafter referred to as "Owner", whether one or more) and

SANTA FE PACIFIC MINING, INC., a Kansas corporation

therein and hereinafter referred to as "Lessee"), Owner has granted, demised,
leased and let and does hereby grant, demise, lease and Tlet unto Lessee that
property desc}ibed in Exhibit A attached hereto and made a part hereof (the
“Leased Premises"), including without limitation all ores, minerals and mineral
rights and together with all water and water rights 1in, upon and under the
Leased Premises, exclusively unto Lessee, its successors and assigns, with
the right and privilege to explore for, develop, mine (by open pit, strip,
underground, solution mining, or any other method, including any method hereafter
developed), extract, mill, store, process, remove and market therefrom all ores,
minerals and materials of whatsoever nature or sort; all on the terms and
conditions and subject to the payments to be made to Owner, as fully set forth
in the said Lease which Lease is by this reference incorporated herein. Unless
sooner terminated in the manner therein provided, the term of the said Lease is
for a period of 10 years commencing on the effective date thereof and continuing
for as long thereafter as mining, development or processing operations are being
conducted thereunder or the Lease term is extended pursuant to the force majeure
and suspensions of operations provisions thereof, all as more fully set forth

in the Lease. Copies of the said Lease are in the possession of Owner c/o



Silver Tech Mines, Inc., 470 Main Road, Towaco, New Jersey 07082

and in the possession of Lessee c/o

Box 27019, Albuquerque, New Mexico 878125

IN WITNESS WHEREOF, this Memorandum of Mining Lease has been executed

effective as of the date first above set forth.

OWNER:
SILVER TECH MINES, INC.

By:

Its

LESSEE ;
SANTA FE PACIFIC MINING, INC.

By:

Vice President



STATE OF )
} 88,
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 1988, by >
of SILVER TECH MINES, a corporation, on behalf of said corpora-
tion.

Notary Public

My commission expires:

STATE OF NEW MEXICO )
)  ss.

COUNTY OF BERNALILLO )

The foregoing instrument was acknowledged before me this , day
of , 1988 by s
Vice President of SANTA FE PACIFIC MINING, INC., a Kansas corporation,

on behalf of said corporation.

Notary Public

My Commission Expires:




. EXHIBIT A

EXHIBIT A to Mining Lease by and between

SILVER TECH MINES, INC.

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee") and pertaining to the following described real property situated

. in Cochise County, State of Arizona :
The following patented minihg claims situated in Sections 11 and 14, Township
20 South, Range 22 East, and identified by the Surveyor General with the Mineral

Survey Number ‘shown:

Claim Name Mineral Survey Number Acreage

ANCHOR MS 333 12.72

TRINITY MS 841 2.94

GOVERNOR HENDERSON MS 596 8.39

. HARD UP MS 552 9.74
SUBJECT TO:

1. Taxes, if any, which may constitute a lien, but which are not yet
due and payable; and
2. Rights-of-way, if any, for roads, telephone and telegraph lines and
pipelines of record in the office of the Clerk or Recorder of the
. county in which the above described property is situated; and
3. Reservations contained in the United States Patents thereto.

Initial for Identification







100 Years

of Making
Communications
History

1987

The Hearst Corporation
Sunical Division 7 200 Hearst Building ADivision of The Hearst Corporation
San Francisco CA 94103
415 777 0600 R{
March 17, 1988 W?Aﬂ%
T.M.Roesch

Staff Landman

Santa Fe Pacific Minerals Corporation
Box 27019

Albuquerque

New Mexico 87125

Re: Tombstone Area, Cochise County, Arizona.

Dear Mr. Roesch:

We received your proposal regarding our property in
Tombstone, Arizona, occasionally referred to as the
"Bob Ingersol" claim. The lease-option alternative
would not be of interest to us at this time, and the
straight lease suggested, we feel appears to be hardly
worth our while. Perhaps conditions will change so
that a more generous offer is prompted.

We appreciate your interest and the time given to
preparing a proposal for our consideration.




Santa Fe Pacific Mining, Inc.

6200 Uptown Blvd. N.E, Suite 400
Box 27019

Albuquerque, New Mexico 87125
505/881-3050

February 1, 1988

Re: Bob Ingersol Patented Claim
Tombstone Area
Cochise County, Arizona

Hearst Corporation 0?
200 Hearst Building ,O(O
San Francisco, California 94103 X ‘777

p g K
Attention: Mr. Cook g?f"” . (°
Gentlemen:

Enclosed for your consideration is a proposed mining lease for the Bob
Ingersol patented mining claim (MS 271) located in Section 11, Township
20 South, Range 22 East containing 12.07 acres, more or less.

Basic terms of the lease include:
Term: 10 years and as long thereafter as any mining,
development or processing is being conducted
(as more fully set out in the Tease).

Royalty: 4% net returns

Advance

Royalty: [Initially for first two years - - $500.00
2nd through 5th anniversaries - - $250.00/year
6th anniversary and thereafter - $500.00/year

Alternately, we would propose a Mining Lease with Option to Purchase. The
form of the lease would be the same as enclosed with an added provision
allowing Santa Fe the option to purchase the property at any time during
the term of the Tease. Total purchase price would be $6,500.00 toward
which all advance and production royalty payments would apply.

Under a Mining Lease and Purchase Option we would be willing to pay advance
royalties along the following schedule:

Initially for first two years - $ 500.00

2nd through 5th anniversaries - 400.00/year

6th through 9th anniversaries - 600.00/year

10th anniversary - - - - - - - 2,000.00
Total purchase price - - $6,500.00

A Santa Fe Southern Pacific Company



Hearst Corporation
February 1, 1988
Page 2

Once you have a chance to review our offer, please give me a call at
(505) 881-3050.

Record title in the county appears to be held by Consolidated Mining Co.

and I have prepared the lease using that name. If title has changed,
please let me know and I can make the necessary corrections.

Thank you for your consideration.

Very truly yours,

T. M. Roesch
Landman

TMR: fy

Enclosure




MINING LEASE

THIS LEASE is made effective as of the day of , 1988

by and between INGERSOL CONSOLIDATED MINING CO.

(hereinafter designated as "Owner", whether one or more), and SANTA FE PACIFIC

MINING, INC., a Kansas corporation (hereinafter designated as "Lessee"):

WITNESSETH:

WHEREAS, Le%see wishes to acquire from Owner, and Owner wishes to grant to
Lessee, a mining lease of the "Leased Premises" (hereinafter defined) pursuant
to which Lessee shall have the exclusive right to explore, develop and mine the
"Leased Premises", all on the terms and conditions hereinafter set forth:

NOW, THEREFORE, for a valuable consideration paid to Owner by Lessee, the
receipt and sufficiency of which is hereby acknowledged, and in consideration
of the covenants hereinafter set forth, Owner and Lessee agree as follows:

1. The "Leased Premises"

The Leased Premises shall mean all of the property and interest in property
described in Exhibit A attached hereto and made a part hereof (whether consisting
of patented mining claims or other real property, or any combination thereof)
together with all of the ores, minerals and materials thereon and thereunder, and
all right, title and interest of Owner in and to the surface of said property,
and all water, water rights, easements and rights-ofway now and hereafter owned
or held by Owner in, upon or under the said property or in any way pertaining

thereto.

SFM-100-86a




2. Warranties and Representations

Owner represents and warrants to Lessee: (i) that subject to the matters
specifically set forth in Exhibit A, Owner owns and has the exclusive possession
of the Leased Premises; and (ii) that Owner has the full right, power, and
capacity to enter into this Lease upon the terms set forth herein.

3. Term

Unless sooner terminated as hereinafter provided, the term of this Lease shall
be for a period of 10 years commencing on the effective date hereof and for a
continuing term as long thereafter as any mining, development or processing is
being conducted hereunder on a continuous basis. For purposes of this Section 3,
such operations shall be deemed as being conducted on a continuous basis unless
and until, and after the end of the initial term, a period of 365 consecutive
days elapses during which no mining or development or processing is conducted:
excluding, however, periods of force majeure and suspensions of operations due to
economic causes, both hereinafter defined. The term "development" shall mean
work or construction in preparation for mining or processing a proven or possible
reserve, including further development drilling of such a reserve, but excluding
exploration drilling. Unless otherwise specified, all references to the "term"
of this Lease shall mean and include both the initial term and the continuing
term.
4. Grant

Owner hereby grants, demises, leases and lets the Leased Premises exclusive-
ly unto the Lessee, its successors and assigns, with the exclusive right and
privilege to explore for, develop, mine (by open pit, strip, underground, solution

mining or any other method, including any method hereafter developed), extract,



mill, store, remove and market therefrom all ores, minerals and materials of
whatsoever nature or sort (herein designated as "Leased Substances") and to
use and consume so much of the surface thereof as may be necessary, useful or
convenient for the full enjoyment of all of the rights herein granted. Lessee
is hereby further granted the exclusive right to construct and use structures,
facilities, equipment roadways, railroads and haulageways, and all other appur-
tenances (herein called "Production Facilities") installed on the Leased Premises
for the purpose of producing, removing, treating or transporting metals, ores,
minerals or materials from the Leased Premises or from adjoining or nearby
property owned or controlled by Lessee, and the right to mine and remove Leased
Substances from the Leased Premises through or by means of shafts, openings or
pits which may be made in or upon adjoining or nearby property. For an additional
consideration of One Thousand Dollars ($1,000.00) the right to use said Production
Facilities will continue after the expiration of this Lease for so long as use of
the Production Facilities is required by Lessee in connection with operations on
said adjoining or nearby property. Lessee's operations hereunder and in its
mining of adjoining or nearby lands may be conducted upon the Leased Premises or
upon such other lands as a single mining operation, to the extent as if the
Leased Premises and all such other properties constituted a single tract of land.
After Leased Substances from the Leased Premises have been sampled and weighed or
measured by volumetric survey, truck factors, or any other manner as will permit
the computation of royalty to be paid hereunder, Lessee may mix the same with
ores, materials or products from other lands. Lessee shall have the right, at
any time during the term hereof, to stockpile any material mined or produced from

the Leased Premises at such place or places as Lessee may elect, either upon the



Leased Premises or upon any other lands owned or controlled by Lessee. The
rights of Owner in and to any such material stockpiled on other lands shall not
be divested by the removal thereof from the Leased Premises, but shall be the
same in all respects as though such materials had been stockpiled on the Leased
Premises. If such other lands are not owned by Lessee, Lessee shall obtain from
the owners thereof a properly executed instrument under which the owners of the
other lands agree to recognize the interest of Owner in materials stockpiled on
such other lands. The stockpiling of materials from the Leased Premises on other
lands shall not be deemed a removal or shipment thereof requiring payment of
royalty thereon. Lessee shall have the further right, at any time during the
term hereof, to stockpile on the Leased Premises any ore or material mined or
produced by Lessee or its affiliate companies from other lands. Owner agrees to
recognize the rights and interests of others in such ores and materials stockpiled
on the Leased Premises and to permit the removal thereof by Lessee at any time
during the term of this Lease, or by the owners thereof for a reasonable time
after termination of this Lease, all without liability or expense to Owner. All
stockpiles on the Leased Premises shall be placed so as not to interfere with
mining operations on the Leased Premises. Waste, overburden, surface stripping
and other materials from the Leased Premises may be deposited off the Leased
Premises and may be deposited on the Leased Premises only if the same will not
interfere with mining operations on the Leased Premises.

5. Payments to Owner

A. Advance Royalty: On the date of execution of this Lease by Lessee and

Owner, Lessee shall pay to Owner the sum of Five Hundred Dollars ($500.00)




as advance royalty for the initial year. As to the payments set forth in Schedule
I attached hereto and made a part hereof, Lessee agrees to make each such payment
to Owner, the due date of which occurs prior to termination of this Lease: it
being expressly understood that should this Lease be terminated, Lessee shall
have no obligation to make any of the payments, the due dates of which occur after
such termination. Each sum of advance royalty paid shall be applied against and
reduce the amount of any production royalty payments thereafter payable to Owner
pursuant to paragraph B of this Section 5: whether accruing to Owner in the same
year or in any year thereafter.

B. Production Royalty: 1In the event Lessee mines and markets Leased Sub-

stances from the Leased Premises, Lessee shall pay to Owner a production royalty
as set forth in Schedule II attached hereto and made a part hereof.

C. Weights and Analyses: Lessee shall measure ore, weigh other product and

take and analyze samples thereof in accordance with sound mining and metallurgical
practice, and keep accurate records thereof as a basis for computing royalty
payments, which records shall be available for inspection by Owner in accordance

with Section 6.

D. Method of Payment: All payments required to be made by Lessee to Owner

may be made in currency, or by draft or by check, at the option of Lessee, and
said payments may be mailed or delivered to Owner at the address specified in

Section 14, or to Owner's credit in the S

which bank and its successors shall continue as the depository for said payments
regardless of changes in the ownership of the Leased Premises. Upon making any
payment as described above, Lessee shall be relieved of any responsibility for

the distribution of such payment to Owner or Owner's successors in interest. The



delivery or the deposit in the mail of any payment hereunder on or before the due
date thereof shall be deemed timely payment hereunder.

E. Adverse Claims: Disputes: In case of any suit, adverse claim, dispute

or question as to the ownership of the Leased Premises or concerning advance or
production royalties or any interest therein payable under this Lease, Lessee
shall not be deemed to be in default in payment thereof until final disposition of
such suit, claim, dispute or question, and Lessee may withhold payments due Owner
hereunder with respect to the portion of the Leased Premises involved in such
dispute and depogit the same in an interest-bearing account until there is a”
final adjudication or other determination of such dispute. Lessee shall make
such payments, together with any interest earned thereon, within 30 days after
being furnished with the original or certified copies of instruments disposing of
such suit, claim or dispute in Owner's favor, or after delivery to Lessee of
proof sufficient in Lessee's opinion to settle such question in Owner's favor.
6. Inspection
Owner, or 1its authorized agents, at Owner's risk and expense, may enter

upon the Leased Premises to inspect the same at such times and upon such notice
to Lessee as shall not unreasonably or unnecessarily hinder or interrupt the
operations of Lessee. Owner, or its authorized agents, shall have the right to
inspect the accounts and records used in calculating production royalty paid to
Owner hereunder, which right may be exercised as to each quarterly payment of
production royalty, at any reasonable time during a period of one year from and
after the date on which the quarterly payment of production royalty was paid by
Lessee. Owner agrees to treat all information received hereunder as confidential

and hereby covenants and agrees that it shall not, without having first obtained




the written consent of Lessee as to the form and content, disclose any information
it may obtain hereunder nor issue any press release concerning operations on the
Leased Premises.

T Conduct of QOperations: Protection from Liens

Lessee agrees to comply with valid and applicable local, state and federal
laws and regulations governing its operations hereunder. Lessee shall pay all
expenses incurred by it in its operations on the Leased Premises and shall allow
no liens arising from any act of Lessee to remain upon the interest of Owner in
and to the Leaged Premises; provided, however, that if Lessee, in good faith,
disputes the validity or amount of any claim, lien or liability asserted against
it with respect to the Leased Premises, it shall not be required to pay or
discharge the same until the amount and validity thereof have been finally
determined. If authorized by applicable statute, Owner may post a notice of
non-liability and Lessee shall keep such notice posted during the term of this
Lease. Lessee shall carry workman's compensation or industrial insurance coverage
to the extent required by the laws of the state in which the Leased Premises are
situated.

8. Taxes

Lessee shall pay all taxes, assessments and other governmental charges
imposed upon the Leased Premises and upon any equipment and improvements placed
by it thereon for the periods that this Lease is in effect. Owner agrees to
promptly transmit to Lessee all notices pertaining to such taxes, assessments and
charges which Owner may receive. If this Lease is terminated, such taxes shall
be prorated between Lessee and Owner for the tax year in which such termination

occurs. Lessee shall have the right to contest, in the courts or otherwise, in



its own name or in the name of Owner, the validity or amount of any such taxes or
assessments if it deems the same unlawful, unjust, unequal or excessive, or to
take such steps or proceedings as it may deem necessary to secure a cancellation,
reduction, re-adjustment or equalization thereof before it shall be required to
pay the same, but in no event shall Lessee permit or allow title to the Leased
Premises to be lost as the result of non-payment of any taxes, assessments or
other such charges. Lessee shall not be liable for any taxes levied or measured
by income or taxes applicable to Owner based upon advance or production payments
to Owner under this Lease.

9. Title Matters

A. Title Documents: Upon written request of Lessee at any time during the

term hereof, Owner shall promptly deliver to Lessee all abstracts of title to and
copies of all title documents affecting the Leased Premises which Owner has in
its possession, together with copies of all plats and field notes of surveys of
the Leased Premises which Owner has in its possession.

B. Title Defects, Defense and Protection: If (i) in the opinion of Lessee's

counsel, Owner's title to any of the Leased Premises is defective or less than as
represented in Section 2, or (ii) Owner's title is contested or questioned by
any person, entity or governmental agency, and if Owner is unable or unwilling
to promptly correct the defects or alleged defects in title, Lessee may attempt,
with all reasonable dispatch, to perfect, defend, or initiate litigation to
protect Owner's title. In that event, Owner shall execute all documents and
shall take such other actions as are reasonably necessary to assist Lessee in its
efforts to perfect, defend or protect Owner's title. If the title is less than

as represented in Section 2, then (and only then) the costs and expenses of



perfecting, defending or correcting title (including, but without being limited
to, the cost of attorneys' fees and the costs of releasing or satisfying any
mortgages, liens and encumbrances) shall be a credit against payments thereafter
to be made to Owner under the provisions of Section 5 and Schedule I, unless the
encumbrance or dispute arises from Lessee's failure to perform its obligations
hereunder (in which case such costs shall be borne by Lessee). |

C. Lesser Interest Provision: If Owner owns less than the entire and

undivided title and interest in and to the Leased Premises, then the rentals and
royalties herein. provided shall be proportionately reduced and paid to Owner
only in the proportion which Owner's interest bears to the entire undivided title
and interest in and to the Leased Premises.

D. General: Nothing herein contained and no notice or action which may
be taken under this Section 9 shall limit or detract from Lessee's right to
terminate this Lease in the manner provided in Section 10.B.

10. Termination: Removal of Property

A. Termination by Owner: In the event of any default by Lessee in the

performance of its obligations hereunder, Owner shall give to Lessee written
notice specifying the default. If the default is not cured within 30 days after
Lessee has received the notice, or if Lessee has not within that time begun
action to cure the default and does not thereafter diligently prosecute such
action to completion, Owner may terminate this Lease by delivering to Lessee
written notice of such termination, subject to Lessee's right to remove its
property and equipment from the Leased Premises, as hereinafter provided. Owner
shall have no right to terminate this Lease except as set forth in this Section

10.A.



B. Termination by Lessee: Lessee may at any time execute and deliver to

Owner, or place of record, a release or releases covering all or any portion or
portions of the Leased Premises and thereby surrender this Lease as to all or
such portion or portions and terminate from and after the date of release and
surrender all obligations as to the acreage surrendered except rental and/or
royalty obligations accrued as of the day of the release.

C. Removal of Property: Upon any termination or expiration of this Lease,

Lessee shall have a period of one year from and after the effective date of
termination in which to remove from the Leased Premises all of its machinery,
buildings, structures, facilities, equipment and other property of every nature
and description erected, placed or situated thereon, except supports placed in
shafts, drifts or openings in the Leased Premises. Any property of Lessee not
so removed at the end of said one year shall become the property of Owner.

D. Obligations of Lessee Upon Termination: If this Lease is terminated,

or if this Lease expires, Lessee shall:

(i) upon written request given by Owner within 30 days of such
termination or expiration, furnish to Owner, within a rea-
sonable time thereafter, copies of all available non-inter-
pretive exploration data pertaining to the Leased Premises
and prepared by or for Lessee and permit Owner, at Owner's
expense, to pick up any available core from the Leased
Premises; provided, however, that Lessee shall in no event
be 1iable to Owner for the loss of any core from the

Leased Premises:

- 10 -



(i1) execute and deliver to Owner a release and surrender of
this Lease and all of Lessee's interests in the Leased
Premises, the same to be in a recordable form; and

(iii) comply with all valid and applicable local, state or
federal regulations as such relate to surface reclama-
tion.

11. Suspension of Operations

A. Force Majeure: Lessee shall not be liable for failure to perform any of

its obligations . hereunder during periods in which performance is prevented by any
cause reasonably beyond Lessee's control, which causes hereinafter are called
“force majeure". For purposes of this Lease, the term "force majeure" shall
include acts of God, fire, flood, undue shortage of power, strikes, insurrections
or mob violence, requirements or regulations of government and other causes of a
similar nature which are beyond the control of Lessee. Lessee shall notify Owner
of the date of commencement and cause of each period of force majeure and shall
also notify Owner of the time of removal of such cause.

B. Suspensions Due to Economic Causes: If at any time during the term

hereof and after expiration of the initial 10-year portion of such term, mining,
developing and processing operations are determined by Lessee to be uneconomic
due to wunavailability of a suitable market for Leased Substances, prevailing
costs of mining, developing or processing with respect to prices available
for Leased Substances, unavailability of equipment or of competent labor, or
imposition of governmental statutes, requirements or regulations making it
impractical to carry out such operations, Lessee shall have the right, from time

to time, to temporarily discontinue operations hereunder for a cumulative period

- 11 -




not to exceed three years. In each such event, Lessee shall, within 30 days of
expiration of each lease year in which such temporary discontinuance occurs,
notify Owner of the total period of each such discontinuance during such year.

C. Obligations During Suspension of Operations: During any suspension of

operations under either paragraph A or B of this Section 11, Lessee shall:
(i) continue to pay all property and other taxes, assessments and charges payable
by Lessee described in Section 8 as and when they become payable as therein
provided; (ii) comply with all requirements of this Lease relative to maintaining
the status and title of the Leased Premises in good standing; and (iii) continue
to make payments to Owner as required under Section 5.
12. Notices
Any notice or communication required or permitted hereunder shall be
effective when personally delivered or shall be effective when addressed:
If to Owner: Ingersol Consolidated Mining Co.
200 Hearst Building
San Francisco, California 94103
If to Lessee: Santa Fe Pacific Mining, Inc.
Box 27019
Albuquerque, New Mexico 87125
and deposited, postage prepaid, certified or registered, in the United States
mail. Either party may, by notice to the other given as aforesaid, change its
mailing address for future notices hereunder.

13. Binding Effect; Assignment

The rights of either party hereunder may be assigned in whole or in part and
the provisions hereof shall inure to the benefit of and be binding upon its heirs,

executors, administrators, successors and assigns, but no change or divisions in

- 12 -




the ownership of the Leased Premises or payment hereunder, however accomplished,
shall operate to enlarge the obligations or diminish the rights of Lessee here-
under. No such change or division in the ownership of the Leased Premises shall
be binding upon Lessee for any purpose until the first day of the month next
succeeding the month in which such person acquiring any interest shall furnish
Lessee, at the address set forth in Section 12, with the instrument or instru-
ments, or certified copies thereof, evidencing such change, transfer or division
in ownership.

14. Memorandum -

The parties to this Lease agree to execute and record a memorandum or short
form of this Lease in a form sufficient to constitute record notice to third
parties of the rights granted hereunder, which may be recorded with the County
Clerk or Recorder of the county or counties in which the Leased Premises are
situated.

15. Construction: No Implied Covenants

This Lease and the rights and obligations of the parties hereunder shall be
governed by the laws of the state in which the Leased Premises are situated.
Section headings herein are for convenience only and shall not be considered a
part of this Lease nor used in its interpretation. All of the agreements and
understandings of Lessee and Owner with reference to the Leased Premises are
embodied in this Lease, which supersedes all prior agreements and understandings
between Lessee and Owner with reference to the Leased Premises. The compensation
herein provided shall be deemed to be full payment to Owner for any damages which
may be caused to the Leased Premises by Lessee's operations hereunder so long

as Lessee conducts such operations in a reasonable and prudent manner without
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negligence on the part of Lessee. No implied covenants or conditions whatsoever
shall be read into this Lease relating to the prospecting, developing or mining
of the Leased Premises or any operations of Lessee hereunder, or as to the time
therefor or measure of diligence thereof, it being expressly agreed and under-
stood that any operations conducted by Lessee upon the Leased Premises shall be
conducted at such time and in such manner as Lessee, in its sole discretion, deems
advisable, subject only to the express provisions of this Lease.

16. Counterparts; Joiner

This Lease: may be executed in any number of counterparts and any party
who executes a counterpart need not execute the same counterpart as any other
party. Each of such counterparts shall be deemed to be an original, all of which
counterparts together shall constitute one and the same Lease. Execution hereof
by the spouse of any Owner is with the intent and for the purpose of releasing
and waiving any and all dower, homestead exemption, community property rights and
all other rights conferred upon or reserved to such spouse by the laws of the
state in which the spouse resides and by the Tlaws of the state in which the
Leased Premises are situated, together with all rights which such spouse has or
hereafter obtains (while this Lease is in effect) in and to the Leased Premises.

17. Compliance with Law

While conducting activities and operations on the Leased Premises, Lessee
shall comply with all applicable laws and regulations of all governmental
authorities with valid jurisdiction over the Leased Premises or Lessee's activi-

ties and operations on the Leased Premises.
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IN WITNESS WHEREOF, the Owner has executed this Mining Lease effective as of

the date first above set forth.

OWNER:

INGERSOL CONSOLIDATED MINING CO.

By

Its

(TAX ID # )

LESSEE:
SANTA FE PACIFIC MINING, INC.

By

Vice President

- 15 -



STATE OF CALIFORNIA

)
) ss.
COUNTY OF SAN FRANCISCO )

The foregoing instrument was acknowledged before me this day of

, 1988 by >

of INGERSOL CONSOLIDATED MINING CO.,

Notary Public

My commission expires:

STATE OF NEW MEXICO )
COUNTY OF BERNALILLO 3 o

The foregoing instrument was acknowledged before me this day
of , 1988 by )

Vice President of SANTA FE PACIFIC MINING, INC., a Kansas corporation, on behalf

of said corporation.

Notary PubTic

My Commission Expires:




EXHIBIT A

EXHIBIT A to Mining Lease by and between

INGERSOL CONSOLIDATED MINING CO.

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee") and pertaining to the following described real property situated

in Cochise County, State of Arizona

The Bob Ingersol Patented Mining Claim located in Section 11,
Township 20 South, Range 22 East, GSRM, identified by the Sur-
veyor General as Mineral Survey #271, patented October 14, 1884 -
General Land Office Patent #9834 containing 12.07 acres, more

or less.

SUBJECT TO:
1. Taxes, if any, which may constitute a lien, but which are not yet
due and payable; and
2. Rights-of-way, if any, for roads, telephone and telegraph iines and
pipelines of record in the office of the Clerk or Recorder of the
county in which the above described property is situated; and
3. Reservations contained in the United States Patents thereto.

Initial for Identification

= 16 =



SCHEDULE I

SCHEDULE I to Mining Lease between

INGERSOL CONSOLIDATED MINING CO.

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee").

Advance Royalty Payment Schedule (See Section 5.A.)

Lessee agrees to make payment to Owner of each of the following payments,

the due date of which occurs prior to termination of the Lease to which this

Schedule is attached.

Amounts of
Anniversary Dates of the Annual Advance
Execution of this Agreement Royalty Payment
2nd through 5th anniversary $250.00/year
6th anniversary and thereafter $500.00/year

Initial for Identification




SCHEDULE II

SCHEDULE II to Mining Lease between

INGERSOL CONSOLIDATED MINING CO.

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee").

Production Royalty (See Section 5.B.)

In the event Lessee mines and markets Leased Substances from the Leased
Premises, Lessee shall pay to Owner, as a production royalty, 4% of the “Net
Returns" from thé sale of Leased Substances so mined and marketed. "Net Returns",
as used herein, shall mean the total returns from the smelter or other purchaser
less:

(i) custom smelting costs, treatment charges and penalties,
including but without being Timited to, metal losses,
penalties for impurities and charges for refining, sell-
ing and transportation from smelter to refinery and from
refinery to market: provided, however, in the case of
leaching operations, all processing and recovery costs
incurred by Lessee beyond the point at which the metal
being treated is in solution shall be considered as
treatment charges (it being agreed and understood, how-
ever, that such processing and recovery costs shall not
include the cost of mining, crushing, dump preparation,
distribution of leach solutions or other mining and
preparation costs up to the point at which the metal

goes into solution);



(ii) costs of transporting Leased Substances from the Leased
Premises to a concentrator or other place of treatment;

(iii) costs of transporting Leased Substances from the concen-

trator to a smelter or other place of treatment; and

(iv) production taxes, severance taxes and sales, privilege
and other taxes measured by production or the value of
production.

Production royalty payments shall be made within 30 days after the end
of the calendar. quarter and calculated on the Net Returns actually received
by Lessee during such calendar quarter. Net Returns for Leased Substances
processed at a smelter owned, operated or controlled by Lessee or treated on a
toll basis for Lessee shall be computed in the above manner, with deductions for
all charges and items of cost equivalent to the deductions set forth above. With
respect to any mill tailings or other residue remaining after processing of
Leased Substances, it is hereby agreed that Owner shall have no responsibility
for or interest in such tailings or residues, and Lessee is deemed.to be the
owner of such materials and shall be responsible for disposal thereof in any
manner as it shall see fit; provided, however, that any tailings not removed
from the Leased Premises within one year from the date of termination of this

Lease shall become the property of Owner.

Initial for Identification
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MEMORANDUM OF MINING LEASE

Under the terms of that certain Mining Lease dated effective as of the

____day of , 1988 by and between INGERSOL CONSOLIDATED

MINING CO.

(therein and hereinafter referred to as "Owner", whether one or more) and

SANTA FE PACIFIC MINING, INC., a Kansas corporation

therein and hereinafter referred to as "Lessee"), Owner has granted, demised,
leased and let and does hereby grant, demise, lease and let unto Lessee that
property describéd in Exhibit A attached hereto and made a part hereof (the
"Leased Premises"), including without limitation all ores, minerals and mineral
rights and together with all water and water rights in, upon and under the
Leased Premises, exclusively unto Lessee, its successors and assigns, with
the right and privilege to explore for, develop, mine (by open pit, strip,
underground, solution mining, or any other method, including any method hereafter
developed), extract, mill, store, process, remove and market therefrom all ores,
minerals and materials of whatsoever nature or sort:; all on the terms and
conditions and subject to the payments to be made to Owner, as fully set forth
in the said Lease which Lease is by this reference incorporated herein. Unless
sooner terminated in the manner therein provided, the term of the said Lease is
for a period of 10 years commencing on the effective date thereof and continuing
for as long thereafter as mining, development or processing operations are being
conducted thereunder or the Lease term is extended pursuant to the force majeure
and suspensions of operations provisions thereof, all as more fully set forth

in the Lease. Copies of the said Lease are in the possession of Owner c/o




Ingersol Consolidated Mining Co., 200 Hearst Building, San Francisco, California

94103 and in the possession of Lessee c/o

Box 27019, Albuquerque, New Mexico 87125

IN WITNESS WHEREOF, this Memorandum of Mining Lease has been executed

effective as of the date first above set forth.

OWNER:

INGERSOL CONSOLIDATED MINING CO.

By

Its

LESSEE:

SANTA FE PACIFIC MINING, INC.

By:

Vice President



STATE OF CALIFORNIA

)
) ss.
COUNTY OF SAN FRANCISCO )

The foregoing instrument was acknowledged before me this day of

, 1988 by ,

of INGERSOL CONSOLIDATED MINING CO.,

Notary Public

My commission expires:

STATE OF NEW MEXICO )
COUNTY OF BERNALILLO ; o

The foregoing instrument was acknowledged before me this _ day
of , 1988 by s

Vice President of SANTA FE PACIFIC MINING, INC., a Kansas corporation, on behalf

of said corporation.

Notary Public

My Commission Expires:




EXHIBIT A

EXHIBIT A to Mining Lease by and between

INGERSOL CONSOLIDATED MINING CO.

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee") and pertaining to the following described real property situated

in Cochise County, State of

Arizona .

The Bob Ingersol Patented Mining Claim located in Section 11,
Township 20 South, Range 22 East, GSRM, identified by the Sur-
veyor General as Mineral Survey #271, patented October 14, 1884 -
General Land Office Patent #9834 containing 12.07 acres, more

or less.

SUBJECT TO:

1. Taxes, if any, which may constitute a lien, but which are not yet

due and payable; and

2. Rights-of-way, if any, for roads, telephone and telegraph lines and

pipelines of record in the office of the Clerk or Recorder of the

county in which the above described property is situated; and

3. Reservations contained in the United States Patents thereto.

- 16 -
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Sagx Fe Pacific Minerals Corporation

6200 Uptown Blvd. N.E, Suite 400
Box 27019

Albuquerque, New Mexico 87125
505/881-3050

January 19, 1988

Re: Tombstone Area
Cochise County, Arizona

/ - ./)0,._)
of CD' Ao
/ | @/\’_} /

Ingersol Consolidated Mining
200 Hearst Building
San Francisco, California 94103

- Gentlemen:

Our exploration group has an area they are interested in exploring
for precious metals near the town of Tombstone, Arizona.

—

From a check of the records, it appears you own the "Bob Ingerso

it

patented mining claim (MS-271) in Section 11, Township 20 South, Range
22 East.

I would be interested in talking with you about a Mining Lease on
the property. Would you please call me at your convenience to discuss
this. Please call me collect at (505) 881-3050.

Thank you for your consideration.

Very truly yours,

%—M oefOL
T. M. Roesch
Landman

TMR: fy

s M. Roesch

Box 27019
Albuquerque, New Mexico 87125
(505) 881-3050

A Santa Fe Southern Pacific Company
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February 2, 198R

Re: Metallic Accident Patented
Mining Claim - Tombstone Area
Cochise County. Arizona

Mr. Norman Hudson
Route 1, Box 102
Rochelle, Texas 76872

Dear Mr. Hudson:

I spoke on the phone Tast Friday with your son-in-law, Mr. Ed Campbell,
regarding the Metallic Accident patented mining claim located in Section
11, Township 20. South, Range 2? East, containing 18.95 acres, more or less.

Enclosed for your consideration is a proposed Mining Lease for the Metallic
Accident. By copy of this letter I am sending a photo copy of the lease to
Mr. Ed Campbell.

Rasic terms of the lease include:

Term: 10 years and as long thereafter as any mining, development or
processing is being conducted (as more fully set out in the
lease).

Royalty: 4% net returns.

Advance Royalty: Initially for first two years - $500.00
2nd through 5th anniversaries - $250.00/year
fth anniversary and thereafter - 3500.00/year

Alternately., we would propose a Mining Lease with Option to Purchase. The
form of the lease would be the same as enclosed with an added provision
allowing Santa Fe an option to purchase the property at any time during the
term of the lease. Total purchase price would be $9,500,00 toward which
all advance and production royalty payments would apply.

For a Mining Lease and Purchase Option we would propose advance royalties
along the following schecule:

Initially for first two years- $ 500.00
2nd through 5th anniversaries- § 500.00/year
6th through 9th anniversaries- § 750.00/year
10th anniversary - $4,000.00

Total purchase price - $9,500.00



Mr. Norman Hudson
February 2, 1988
Page 2

After you have a chance to review our offer, please call me at (505)881-3050.,
Please call me collect.

Thank you for your consideration.

Very truly yours,

T. M. Roesch
Landman

THR: fy
Enclosure
cc: Mr, Ed Campbell w/enclosure

2648 South Extension
Mesa, Arizona 85207



MINING LEASE

THIS LEASE is made effective as of the ddy of , 1988

by and between NORMAN G. HUDSON and RITA D. PERRY, each dealing with his

sole and separate property

(hereinafter designated as "Owner", whether one or more), and SANTA FE PACIFIC

MINING, INC., a Kansas corporation (hereinafter designated as "Lessee"):

WITNESSETH:

WHEREAS, Lessee wishes to acquire from Owner, and Owner wishes to grant to
Lessee, a mining lease of the "Leased Premises" (hereinafter defined) pursuant
to which Lessee shall have the exclusive right to explore, develop and mine the
“Leased Premises", all on the terms and conditions hereinafter set forth:

NOW, THEREFORE, for a valuable consideration paid to Owner by Lessee, the
receipt and sufficiency of which is hereby acknowledged, and in consideration
of the covenants hereinafter set forth, Owner and Lessee agree as follows:

1. The "Leased Premises"

The Leased Premises shall mean all of the property and interest in property
described in Exhibit A attached hereto and made a part hereof (whether consisting
of patented mining claims or other real property, or any combination thereof)
together with all of the ores, minerals and materials thereon and thereunder, and
all right, title and interest of Owner in and to the surface of said property,
and all water, water rights, easements and rights-of-way now and hereafter owned
or held by Owner in, upon or under the said property or in any way pertaining

thereto.
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2. MWarranties and Representations

Owner represents and warrants to Lessee: (i) that subject to the matters
specifically set forth in Exhibit A, Owner owns and has the exclusive possession
of the Leased Premises; and (ii) that Owner has the full right, power, and
capacity to enter into this Lease upon the terms set forth herein.

3. Term

Unless sooner terminated as hereinafter provided, the term of this Lease shall
be for a period of _10 years commencing on the effective date hereof and for a
continuing term as long thereafter as any mining, development or processing is
being conductea hereunder on a continuous basis. For purposes of this Section 3,
such operations shall be deemed as being conducted on a continuous basis unless
and until, and after the end of the initial term, a period of 365 consecutive
days elapses during which no mining or development or processing is conducted:
excluding, however, periods of force majeure and suspensions of operations due to
economic causes, both hereinafter defined. The term "development" shall mean
work or construction in preparation for mining or processing a proven or possible
reserve, including further development drilling of such a reserve, but excluding
exploration drilling. Unless otherwise specified, all references to the "term"
of this Lease shall mean and include both the initial term and the continuing
term.

4, Grant

Owner hereby grants, demises, leases and lets the Leased Premises exclusive-
ly unto the Lessee, its successors and assigns, with the exclusive right and
privilege to explore for, develop, mine (by open pit, strip, underground, solution

mining or any other method, including any method hereafter developed), extract,



mill, store, remove and market therefrom all ores, minerals and materials of
whatsoever nature or sort (herein designated as "Leased Substances") and to
use and consume so much of the surface thereof as may be necessary, useful or
convenient for the full enjoyment of all of the rights herein granted. Lessee
is hereby further granted the exclusive right to construct and use structures,
facilities, equipment roadways, railroads and haulageways, and all other appur-
tenances (herein called "Production Facilities") installed on the Leased Premises
for the purpose of producing, removing, treating or transporting metals, ores,
minerals or materials from the Leased Premises or from adjoining or nearby
property owned:or controlled by Lessee, and the right to mine and remove Leased
Substances from the Leased Premises through or by means of shafts, openings or
pits which may be made in or upon adjoining or nearby property. For an additional
consideration of One Thousand Dollars ($1,000.00) the right to use said Production
Facilities will continue after the expiration of this Lease for so long as use of
the Production Facilities is required by Lessee in connection with operations on
said adjoining or nearby property. Lessee's operations hereunder and in 1its
mining of adjoining or nearby lands may be conducted upon the Leased Premises or
upon such other lands as a single mining operation, to the extent as if the
Leased Premises and all such other properties constituted a single tract of land.
After Leased Substances from the Leased Premises have been sampled and weighed or
measured by volumetric survey, truck factors, or any other manner as will permit
the computation of royalty to be paid hereunder, Lessee may mix the same with
ores, materials or products from other lands. Lessee shall have the rjght, at
any time during the term hereof, to stockpile any material mined or produced from

the Leased Premises at such place or places as Lessee may elect, either upon the




Leased Premises or upon any other lands owned or controlled by Lessee. The
rights of Owner in and to any such material stockpiled on other lands shall not
be divested by the removal thereof from the Leased Premises, but shall be the
same in all respects as though such materials had been stockpiled on the Leased
Premises. If such other lands are not owned by Lessee, Lessee shall obtain from
the owners thereof a properly executed instrument under which the owners of the
other lands agree to recognize the interest of Owner in materials stockpiled on
such other Tands. The stockpiling of materials from the Leased Premises on other
lands shall not be deemed a removal or shipment thereof requiring payment of
royalty thereon; Lessee shall have the further right, at any time during the
term hereof, to stockpile on the Leased Premises any ore or material mined or
produced by Lessee or its affiliate companies from other lands. Owner agrees to
recognize the rights and interests of others in such ores and materials stockpiled
on the Leased Premises and to permit the removal thereof by Lessee at any time
during the term of this Lease, or by the owners thereof for a reasonable time
after termination of this Lease, all without 1iability or expense to Owner. All
stockpiles on the Leased Premises shall be placed so as not to interfere with
mining operations on the Leased Premises. Waste, overburden, surface stripping
and other materials from the Leased Premises may be deposited off the Leased
Premises and may be deposited on the Leased Premises only if the same will not
interfere with mining operations on the Leased Premises.

5. Payments to Owner

A. Advance Royalty: On the date of execution of this Lease by Lessee and

Owner, Lessee shall pay to Owner the sum of  Five Hundred Dollars ($500.00)




as advance royalty for the initial year. As to the payments set forth in Schedule
I attached hereto and made a part hereof, Lessee agrees to make each such payment
to Owner, the due date of which occurs prior to termination of this Lease: it
being expressly understood that should this Lease be terminated, Lessee shall
have no obligation to make any of the payments, the due dates of which occur after
such termination. Each sum of advance royalty paid shall be applied against and
reduce the amount of any production royalty payments thereafter payable to Owner
pursuant to paragraph B of this Section 5; whether accruing to Owner in the same
year or in any year thereafter.

B. Production Royalty: In the event Lessee mines and markets Leased Sub-

stances from the Leased Premises, Lessee shall pay to Owner a production royalty
as set forth in Schedule II attached hereto and made a part hereof.

C. Weights and Analyses: Lessee shall measure ore, weigh other product and

take and analyze samples thereof in accordance with sound mining and metallurgical
practice, and keep accurate records thereof as a basis for computing royalty
payments, which records shall be available for inspection by Owner in accordance
with Section 6.

D. Method of Payment: All payments required to be made by Lessee to Owner

may be made in currency, or by draft or by check, at the option of Lessee, and
said payments may be mailed or delivered to Owner at the address specified in

Section 14, or to Owner's credit in the ,

which bank and its successors shall continue as the depository for said payments
regardless of changes in the ownership of the Leased Premises. Upon making any
payment as described above, Lessee shall be relieved of any responsibility for

the distribution of such payment to Owner or Owner's successors in interest. The



delivery or the deposit in the mail of any payment hereunder on or before the due
date thereof shall be deemed timely payment hereunder.

E. Adverse Claims: Disputes: In case of any suit, adverse claim, dispute

or question as to the ownership of the Leased Premises or concerning advance or
production royalties or any interest therein payable under this Lease, Lessee
shall not be deemed to be in default in payment thereof until final disposition of
such suit, claim, dispute or question, and Lessee may withhold payments due Owner
hereunder with respect to the portion of the Leased Premises involved in such
dispute and deposit the same in an interest-bearing account until there is a
final adjudication or other determination of such dispute. Lessee shall make
such payments, together with any interest earned thereon, within 30 days after
being furnished with the original or certified copies of instruments disposing of
such suit, claim or dispute in Owner's favor, or after delivery to Lessee of
proof sufficient in Lessee's opinion to settle such question in Owner's favor.
6. Inspection

Owner, or 1its authorized agents, at Owner's risk and expense, may enter
upon the Leased Premises to inspect the same at such times and upon such notice
to Lessee as shall not unreasonably or unnecessarily hinder or interrupt the
operations of Lessee. Owner, or its authorized agents, shall have the right to
inspect the accounts and records used in calculating production royalty paid to
Owner hereunder, which right may be exercised as to each quarterly payment of
production royalty, at any reasonable time during a period of one year from and
after the date on which the quarterly payment of production royalty was paid by
Lessee. Owner agrees to treat all information received hereunder as confidential

and hereby covenants and agrees that it shall not, without having first obtained




the written consent of Lessee as to the form and content, disclose any information
it may obtain hereunder nor issue any press release concerning operations on the
Leased Premises.

4 Conduct of Operations: Protection from Liens

Lessee agrees to comply with valid and applicable local, state and federal
Taws and regulations governing its operations hereunder. Lessee shall pay all
expenses incurred by it in its operations on the Leased Premises and shall allow
no liens arising from any act of Lessee to remain upon the interest of Owner in
and to the Legsed Premises; provided, however, that if Lessee, in good faith,
disputes the validity or amount of any claim, lien or liability asserted against
it with respect to the Leased Premises, it shall not be required to pay or
discharge the same until the amount and validity thereof have been finally
determined. If authorized by applicable statute, Owner may post a notice of
non-1iability and Lessee shall keep such notice posted during the term of this
Lease. Lessee shall carry workman's compensation or industrial insurance coverage
to the extent required by the laws of the state in which the Leased Premises are
situated.
8. Taxes

Lessee shall pay all taxes, assessments and other governmental charges
imposed upon the Leased Premises and upon any equipment and improvements placed
by it thereon for the periods that this Lease is in effect. Owner agrees to
promptly transmit to Lessee all notices pertaining to such taxes, assessments and
charges which Owner may receive. If this Lease is terminated, such taxes shall
be prorated between Lessee and Owner for the tax year in which such termination

occurs. Lessee shall have the right to contest, in the courts or otherwise, in



its own name or in the name of Owner, the validity or amount of any such taxes or
assessments if it deems the same unlawful, unjust, unequal or excessive, or to
take such steps or proceedings as it may deem necessary to secure a cancellation,
reduction, re-adjustment or equalization thereof before it shall be required to
pay the same, but in no event shall Lessee permit or allow title to the Leased
Premises to be lost as the result of non-payment of any taxes, assessments or
other such charges. Lessee shall not be liable for any taxes levied or measured
by income or taxes applicable to Owner based upon advance or production payments
to Owner under_this Lease.

9. Title Matters

A. Title Documents: Upon written request of Lessee at any time during the

term hereof, Owner shall promptly deliver to Lessee all abstracts of title to and
copies of all title documents affecting the Leased Premises which Owner has in
its possession, together with copies of all plats and field notes of surveys of
the Leased Premises which Owner has in its possession.

B. Title Defects, Defense and Protection: If (i) in the opinion of Lessee's

counsel, Owner's title to any of the Leased Premises is defective or less than as
represented in Section 2, or (ii) Owner's title is contested or questioned by
any person, entity or governmental agency, and if Owner is unable or unwilling
to promptly correct the defects or alleged defects in title, Lessee may attempt,
with all reasonable dispatch, to perfect, defend, or initiate litigation to
protect Owner's title. In that event, Owner shall execute all documents and
shall take such other actions as are reasonably necessary to assist Lessee in its
efforts to perfect, defend or protect Owner's title. If the title is less than

as represented in Section 2, then (and only then) the costs and expenses of



perfecting, defending or correcting title (including, but without being Timited
to, the cost of attorneys' fees and the costs of releasing or satisfying any
mortgages, liens and encumbrances) shall be a credit against payments thereafter
to be made to Owner under the provisions of Section 5 and Schedule I, unless the
encumbrance or dispute arises from Lessee's failure to perform its obligations
hereunder (in which case such costs shall be borne by Lessee).

C. Lesser Interest Provision: If Owner owns less than the entire and

undivided title and interest in and to the Leased Premises, then the rentals and
royalties her‘ejn provided shall be proportionately reduced and paid to Owner
only in the proportion which Owner's interest bears to the entire undivided title
and interest in and to the Leased Premises.

D. General: Nothing herein contained and no notice or action which may
be taken under this Section 9 shall limit or detract from Lessee's right to
terminate this Lease in the manner provided in Section 10.B.

10. Termination: Removal of Property

A. Termination by Owner: In the event of any default by Lessee in the

performance of its obligations hereunder, Owner shall give to Lessee written
notice specifying the default. If the default is not cured within 30 days after
Lessee has received the notice, or if Lessee has not within that time begun
action to cure the default and does not thereafter dﬂigenﬂy.prosecute such
action to completion, Owner may terminate this Lease by delivering to Lessee
written notice of such termination, subject to Lessee's right to remove its
property and equipment from the Leased Premises, as hereinafter provided. Owner
shall have no right to terminate this Lease except as set forth in this Section

10.A.



B. Termination by Lessee: Lessee may at any time execute and deliver to

Owner, or place of record, a release or releases covering all or any portion or
portions of the Leased Premises and thereby surrender this Lease as to all or
such portion or portions and terminate from and after the date of release and
surrender all obligations as to the acreage surrendered except rental and/or
royalty obligations accrued as of the day of the release.

C. Removal of Property: Upon any termination or expiration of this Lease,

Lessee shall have a period of one year from and after the effective date of
termination 1q which to remove from the Leased Premises all of its machinery,
buildings, structures, facilities, equipment and other property of every nature
and description erected, placed or situated thereon, except supports placed in
shafts, drifts or openings in the Leased Premises. Any property of Lessee not
so removed at the end of said one year shall become the property of Owner.

D. Obligations of Lessee Upon Termination: If this Lease is terminated,

or if this Lease expires, Lessee shall:

(i) upon written request given by Owner within 30 days of such
termination or expiration, furnish to Owner, within a rea-
sonable time thereafter, copies of all available non-inter-
pretive exploration data pertaining to the Leased Premises
and prepared by or for Lessee and permit Owner, at Owner's
expense, to pick up any available core from the Leased
Premises: provided, however, that Lessee shall in no event
be Tiable to Owner for the Toss of any core from the

Leased Premises;

- 10 -



(ii) execute and deliver to Owner a release and surrender of
this Lease and all of Lessee's interests in the Leased
Premises, the same to be in a recordable form; and

(iii1) comply with all valid and applicable local, state or:
federal regulations as such relate to surface reclama-
tion.

11. Suspension of Operations

A. Force Majeure: Lessee shall not be liable for failure to perform any of

its 0b1igation§ hereunder during periods in which performance is prevented by any
cause reasonably beyond Lessee's control, which causes hereinafter are called
"force majeure". For purposes of this Lease, the term "force majeure" shall
include acts of God, fire, flood, undue shortage of power, strikes, insurrections
or mob violence, requirements or regulations of government and other causes of a
similar nature which are beyond the control of Lessee. Lessee shall notify Owner
of the date of commencement and cause of each period of force majeure and shall
also notify Owner of the time of removal of such cause.

B. Suspensions Due to Economic Causes: If at any time during the term

hereof and after expiration of the initial 10-year portion of such term, mining,
developing and processing operations are determined by Lessee to be uneconomic
due to wunavailability of a suitable market for Leased Substances, prevailing
costs of mining, developing or processing with respect to prices available
for Leased Substances, wunavailability of equipment or of competent 1labor, or
imposition of governmental statutes, requirements or regulations making it
impractical to carry out such operations, Lessee shall have the right, from time

to time, to temporarily discontinue operations hereunder for a cumulative period

u T =



not to exceed three years. In each such event, Lessee shall, within 30 days of
expiration of each Tlease year in which such temporary discontinuance occurs,
notify Owner of the total period of each such discontinuance during such year.

C. Obligations During Suspension of Operations: During any suspension of

operations under either paragraph A or B of this Section 11, Lessee shall:
(i) continue to pay all property and other taxes, assessments and charges payable
by Lessee described in Section 8 as and when they become payable as therein
provided; (ii) comply with all requirements of this Lease relative to maintaining
the status and title of the Leased Premises in good standing: and (iii) continue
to make payments to Owner as required under Section 5.
12. Notices

Any notice or communication required or permitted hereunder shall be
effective when personally delivered or shall be effective when addressed:

If to Owner: Mr. Norman G. Hudson and

Ms. Rita D. Perry

Route 1, Box 102
Rochelle, Texas 76872

If to Lessee: Santa Fe Pacific Mining, Inc.
Box 27019
Albuquerque, New Mexico 87125
and deposited, postage prepaid, certified or registered, in the United States
mail. Either party may, by notice to the other given as aforesaid, change its

mailing address for future notices hereunder.

13. Binding Effect: Assignment

The rights of either party hereunder may be assigned in whole or in part and
the provisions hereof shall inure to the benefit of and be binding upon its heirs,

executors, administrators, successors and assigns, but no change or divisions in

- 12 -



the ownership of the Leased Premises or payment hereunder, however accomplished,
shall operate to enlarge the obligations or diminish the rights of Lessee here-
under. No such change or division in the ownership of the Leased Premises shall
be binding upon Lessee for any purpose until the first day of the month next
succeeding the month in which such person acquiring any interest shall furnish
Lessee, at the address set forth in Section 12, with the instrument or instru-
ments, or certified copies thereof, evidencing such change, transfer or division
in ownership.
14. Memorandum

The parties to this Lease agree to execute and record a memorandum or short
form of this Lease in a form sufficient to constitute record notice to third
parties of the rights granted hereunder, which may be recorded with the County
Clerk or Recorder of the county or counties in which the Leased Premises are
situated.

15. Construction: No Implied Covenants

This Lease and the rights and obligations of the parties hereunder shall be
governed by the laws of the state in which the Leased Premises are situated.
Section headings herein are for convenience only and shall not be considered a
part of this Lease nor used in its interpretation. All of the agreements and
understandings of Lessee and Owner with reference to the Leased Premises are
embodied in this Lease, which supersedes all prior agreements and understandings
between Lessee and Owner with reference to the Leased Premises. The compensation
herein provided shall be deemed to be full payment to Owner for any damages which
may be caused to the Leased Premises by Lessee's operations hereunder so long

as Lessee conducts such operations in a reasonable and prudent manner without

- 13 -



negligence on the part of Lessee. No implied covenants or conditions whatsoever
shall be read into this Lease relating to the prospecting, developing or mining
of the Leased Premises or any operations of Lessee hereunder, or as to the time
therefor or measure of diligence thereof, it being expressly agreed and under-
stood that any operations conducted by Lessee upon the Leased Premises shall be
conducted at such time and in such manner as Lessee, in its sole discretion, deems
advisable, subject only to the express provisions of this Lease.

16. Counterparts; Joiner

This Lease, may be executed in any number of counterparts and any party
who executes a counterpart need not execute the same counterpart as any other
party. Each of such counterparts shall be deemed to be an original, all of which
counterparts together shall constitute one and the same Lease. Execution hereof
by the spouse of any Owner is with the intent and for the purpose of releasing
and waiving any and all dower, homestead exemption, community property rights and
all other rights conferred upon or reserved to such spouse by the laws of the
state in which the spouse resides and by the laws of the state in which the
Leased Premises are situated, together with all rights which such spouse has or
hereafter obtains (while this Lease is in effect) in and to the Leased Premises.

17. Compliance with Law

While conducting activities and operations on the Leased Premises, Lessee
shall comply with all applicable laws and regulations of all governmental
authorities with valid jurisdiction over the Leased Premises or Lessee's activi-

ties and operations on the Leased Premises.

- 14 -



IN WITNESS WHEREOF, the Owner has executed this Mining Lease effective as of

the date first above set forth.

OWNER:
Norman G. Hudson
(SS # )
Rita D. Perry
(SS # )
LESSEE:
SANTA FE PACIFIC MINING, INC.
By

Vice President

- 15 -



. STATE OF TEXAS

)
) ss.
)

COUNTY OF
The foregoing instrument was acknowledged before me this day of
, 1988 by  NORMAN G. HUDSON
Witness my hand and official seal.
Notary Public
My Commission Expires:
STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 1988 by RITA D. PERRY
Witness my hand and official seal.
o Notary PubTic
My Commission Expires:
STATE OF  NEW MEXICO )
COUNTY OF BERNALILLO )
The foregoing instrument was acknowledged before me this __ day
of , 1988 by ,Vice President of SANTA FE

PACIFIC MINING, INC., a Kansas corporation, on behalf of said corporation.

Notary Public

My Commission Expires:




EXHIBIT A

EXHIBIT A to Mining Lease by and between

NORMAN G. HUDSON and RITA D. PERRY

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee") and pertaining to the following described real property situated

in Cochise County, State of Arizona

The Metallic Accident patented mining claim located in
Section 11, Township 20 South, Range 22 East, GSRM,
identified by the Surveyor General as Mineral Survey
#270; patented July 28, 1886 - General Land Office
Patent #10789 containing 18.95 acres, more or less.

SUBJECT TO:
1. Taxes, if any, which may constitute a lien, but which are not yet
due and payable:; and
2. Rights-of-way, if any, for roads, telephone and telegraph Tines and
pipelines of record in the office of the Clerk or Recorder of the
county in which the above described property is situated; and
3. Reservations contained in the United States Patents thereto.

Initial for Identification




’ SCHEDULE I

SCHEDULE I to Mining Lease between

NORMAN G. HUDSON and RITA D. PERRY

. (as "Owner") and SANTA FE PACIFIC MINING, INC.
(as "Lessee").

Advance Royalty Payment Schedule (See Section 5.A.)

. Lessee agrees to make payment to Owner of each of the following payments,

the due date of which occurs prior to termination of the Lease to which this

Schedule is attached.

Amounts of
Anniversary Dates of the Annual Advance
Execution of this Agreement Royalty Payment .
2nd through 5th anniversaries $250.00/year
. 6th anniversary and thereafter $500.00/year

Initial for Identification




SCHEDULE 11

SCHEDULE II to Mining Lease between

NORMAN G. HUDSON and RITA D. PERRY

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee").

Production Royalty (See Section 5.B.)

In the event Lessee mines and markets Leased Substances from the Leased
Premises, Lessee shall pay to Owner, as a production royalty, 4% of the "Net
Returns" from the sale of Leased Substances so mined and marketed. "Net Returns",
as used herein, shall mean the total returns from the smelter or other purchaser
less:

(i) custom smelting costs, treatment charges and penalties,
including but without being limited to, metal losses,
penalties for impurities and charges for refining, sell-
ing and transportation from smelter to refinery and from
refinery to market; provided, however, in the case of
leaching operations, all processing and recovery costs
incurred by Lessee beyond the point at which the metal
being treated is in solution shall be considered as
treatment charges (it being agreed and understood, how-
ever, that such processing and recovery costs shall not
include the cost of mining, crushing, dump preparation,
distribution of leach solutions or other mining and
preparation costs up to the point at which the metal

goes into solution);



(i1) costs of transporting Leased Substances from the Leased
Premises to a concentrator or other place of treatment;
(ii1) costs of transporting Leased Substances from the concen-
trator to a smelter or other place of treatment: and

(iv) production taxes, severance taxes and sales, privilege
and other taxes measured by production or the value of
production.

Production royalty payments shall be made within 30 days after the end
of the calendar quarter and calculated on the Net Returns actually received
by Lessee during such calendar quarter. Net Returns for Leased Substances
processed at a smelter owned, operated or controlled by Lessee or treated on a
toll basis for Lessee shall be computed in the above manner, with deductions for
all charges and items of cost equivalent to the deductions set forth above. With
respect to any mill tailings or other residue remaining after processing of
Leased Substances, it 1is hereby agreed that Owner shall have no responsibility
for or interest in such tailings or residues, and Lessee is deemed to be the
owner of such materials and shall be responsible for disposal thereof in any
manner as it shall see fit; provided, however, that any tailings not removed
from the Leased Premises within one year from the date of termination of this

Lease shall become the property of Owner.

Initial for Identification




MEMORANDUM OF MINING LEASE

Under the terms of that certain Mining Lease dated effective as of the

day of » 1988 by and between NORMAN G. HUDSON and RITA D.

PERRY, each dealing with his sole and separate property

(therein and hereinafter referred to as "Owner", whether one or more) and

SANTA FE PACIFIC MINING, INC., a Kansas corporation

therein and hereinafter referred to as "Lessee"), Owner has granted, demised,
leased and let and does hereby grant, demise, lease and let unto Lessee that
property described 1in Exhibit A attached hereto and made a part hereof (the
"Leased Premises"), including without limitation all ores, minerals and mineral
rights and together with all water and water rights in, upon and under the
Leased Premises, exclusively unto Lessee, its successors and assigns, with
the right and privilege to explore for, develop, mine (by open pit, strip,
underground, solution mining, or any other method, including any method hereafter
developed), extract, mill, store, process, remove and market therefrom all ores,
minerals and materials of whatsoever nature or sort; all on the terms and
conditions and subject to the payments to be made to Owner, as fully set forth
in the said Lease which Lease is by this reference incorporated hérein. Unless
sooner terminated in the manner therein provided, the term of the said Lease is
for a period of 10 years commencing on the effective date thereof and continuing
for as long thereafter as mining, development or processing operations are being
conducted thereunder or the Lease term is extended pursuant to the force majeure
and suspensions of operations provisions thereof, all as more fully set forth

in the Lease. Copies of the said Lease are in the possession of Owner c/o



. Mr. Norman G. Hudson, Rotue 1, Box 102, Rochelle, Texas 76872

and in the possession of Lessee c/o

Box 27019, Albuquerque, New Mexico 87125

. IN WITNESS WHEREOF, this Memorandum of Mining Lease has been executed

effective as of the date first above set forth.

. OWNER:

Norman G. Hudson

Rita D. Perry

LESSEE:

‘ SANTA FE PACIFIC MINING, INC.

By:

Vice President




. STATE OF _ TEXAS )
. ) ss.
COUNTY OF )

The foregoing instrument was acknowledged before me this day of

, 1988 by  NORMAN G. HUDSON

Witness my hand and official seal.

Notary PubTic
. My Commission Expires:

STATE OF

)
) ss.
COUNTY OF )

The foregoing instrument was acknowledged before me this day of

» 1988 by RITA D. PERRY

Witness my hand and official seal.

Notary Public
My Commission Expires:

STATE OF NEW MEXICO )
COUNTY OF BERNALILLO y
The foregoing instrument was acknowledged before me this day
o of , 1988 by ,Vice President of SANTA FE

PACIFIC MINING, INC., a Kansas corporation, on behalf of said corporation.

. Notary Public

My Commission Expires:




EXHIBIT A

EXHIBIT A to Mining Lease by and between

NORMAN G. HUDSON and RITA D. PERRY

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee") and pertaining to the following described real property situated

in Cochise County, State of Arizona

The Metallic Accident patented mining claim located in
Section 11, Township 20 South, Range 22 East, GSRM,
identified by the Surveyor General as M1nera1 Survey
#270; patented July 28, 1886 - General Land Office
Patent #10789 containing 18.95 acres, more or less.

SUBJECT TO:
1. Taxes, if any, which may constitute a lien, but which are not yet
due and payable; and
2. Rights-of-way, if any, for roads, telephone and telegraph lines and
pipelines of record in the office of the Clerk or Recorder of the
county in which the above described property is situated; and
3. Reservations contained in the United States Patents thereto.

Initial for Identification




Santa Fe Pacific Mining, Inc.

6200 Uptown Blvd. N.E, Suite 400

Box 27019

Albuquerque, New Mexico 87125
. 505/881-3050

January 19, 1988

. Re: Tombstone Area
: Cochise County, Arizona

. Mr. Norman G. Hudson, or
Mr. and Mrs. Perry and Rita Hudson
Route 1, Box 102
Rochelle, Texas 76872

Dear Mr. Hudson:

Our exploration group has an area they are interested in exploring
for precious metals near the town of Tombstone, Arizona.

From a check of the records, it appears you own the "Metalic Accident"

patented mining claim (MS-270) in Section 11, Township 20 South, Range
22 East.

' I would be interested in talking with you about a Mining Lease on
the property. Would you please call me at your convenience to discuss
this. Please call me collect at (505) 881-3050.
Thank you for your consideration.
Very truly yours,

72:”1 /<224o[\

T. M. Roesch
Landman

. TMR: fy

Siia Fe Pacific Minerals Corporation

Box 27019

Albuquerque, New Mexico 87125
\ (505) 881-3050
|

Thomas M. Roesch

sxtndman

A Santa Fe Southern Pacific Company

A Santa Fe Southern Pacific Company
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250 South Rock Blvd., Suite 100
Reno, Nevada 89502
702/329-8215

September 13, 1990

Mr. Thomas J. O’Toole, President
Phelim O’Toole Real Estate Company
11777 Clayton Road

St. Louis, Missouri 63131

Re: ST.LOUIS UNIVERSITY PROPERTY; DELHI, LUCKNOW,
SILVER BELL AND TOPAZ PATENTED MINING CLAIMS

SECTIONS 14 AND 15, TOWNSHIP 20 SOUTH, RANGE 22 EAST
COCHISE COUNTY, ARIZONA

Dear Tom:
Enclosed is an Exploration Agreement and Option to Purchase prepared along
those terms set out in my letter to you of September 5, 1990. I thought it would
help inyour consideration of our offer if you had the form of agreement available
for review.
Thank you again for your consideration. If you have any questions, please let me

know.

Very truly yours,

ﬁ«ﬁuo@

Thomas M. Roesch
Landman

Enclosure

A Santa Fe Southern Pacific Company



RECEIVED
EXPLORATION AGREEMENT
and SEP -6 199n
OPTION TO PURCHASE
LAND DEPT.

This EXPLORATION AGREEMENT and OPTION TO PURCHASE
("Agreement") is made effective as of the day of
1990 by and between Saint Louis University ("Optionor") and SANTA FE
PACIFIC MINING, INC., a Kansas Corporation ("Optionee").

WITNESSETH

WHEREAS, Optionee wishes to acquire from Optionor, and Optionor
wishes to grant to Optionee, the exclusive right to use and occupy the real
property described in Exhibit A attached hereto and made a part hereof ("Option
Property"), together with the exclusive option to purchase the same on the terms
and conditions set forth below;

NOW, THEREFORE, in consideration of Two Thousand Dollars
($2,000.00) paid to Optionor by Optionee, the receipt and sufficiency of which is
hereby acknowledged, and in consideration of the covenants hereinafter set forth,
Optionor and Optionee agree as follows:

1. Representations
Optionor represents to Optionee that it owns and has the exclusive

possession of the Option Property, with full right, power and capacity to enter
into this Agreement upon the terms set forth herein. B, pf* ¥

() i t\ -
2. Grant

Optionor hereby gives and grants to Optionee for a period of four (4)
years from the effective date hereofythe option to purchase the Option Property x
and the exclusive and irrevocable right to enter upon the Option Propertyto
explore for all minerals thereon or thereunder including without limitation the
right to perform drilling, construction of drill pads and roads, excavation, drifting,
reclamation and all other associated exploration activities at such times and

places and in such manner as Optionee in its sole discretion deems desirable.

3.  Payments to Optionee
Optionee agrees to make each of the following payments to

Optionor, the due date of which occurs prior to termination of this Agreement;
it being expressly understood that should this option be terminated, Optionee



-

shall have no obligation to make any of the payments the due dates of which
occur after such termination:

Anniversary Dates of the

Effective Date of this Agreement Amount
1st Anniversary $ 2,000.00
2nd Anniversary 5,000.00
3rd Anniversary 5,000.00
4th Anniversary 24,000.00

Payments may be made in currency or by check at the option of Optionee and
mailed or delivered to Optionor at the address specified in Section 6 hereof. The
delivery or the deposit in the mail of any payment hereunder on or before the due
date thereof shall be deemed timely payment hereunder.

4.  Conduct of Operations; Protection from Liens

Optionee agrees to comply with valid and applicable local, state and
federal laws and regulations governing its operations hereunder. Optionee shall
pay all expenses incurred by it in its operations on the Option Property and shall
allow no liens arising from any act of Optionee to remain upon the interest of
Optionor in and to the Option Property; provided, however, that if Optionee, in
good faith, disputes the validity or amount of any claim, lien or liability asserted
against it with respect to the Option Property, it shall not be required to pay or
discharge the same until the amount and validity thereof have been finally
determined. If authorized by applicable stature, Optionor may post a notice of
non-liability and Optionee shall keep such notice posted during the term of this
Option. Optionee shall carry workman’s compensation or industrial insurance
coverage to the extent required by the laws of the state in which the Option
Property is situated.

Optionee agrees to indemnify and save Optionor harmless from any
actions, claims or liability for injury to or death of persons or for damage to
property arising out of the actions, operations or activities of the Optionee, its
employees, agents and contractors. Optionee shall not indemnify nor save
Optionor harmless from any actions, claims or liability arising out of Optionor’s
acts or omissions or conditions of the Option Properties not caused by Optionee.

5.  Termination
A. Termination by Optionor: In the event of any default by
Optionee in the performance of its obligations hereunder, Optionor shall give to




3.

Optionee written notice specifying the default. If the default is not cured within
30 days after Optionee has received the notice, or if Optionee has not within that
time begun action to cure the default and does not thereafter diligently prosecute
such action to completion, Optionor may terminate this Agreement by delivering
to Optionee written notice of such termination. Optionor shall have no right to
terminate this Agreement except as set forth in this Section 5A.

B.  Termination by Optionee: Optioneeshall have theright to terminate
this Agreement at any time prior to exercise by Optionee of its option to purchase
upon giving written notice thereof to Optionor. Upon the giving of notice in the
manner hereinafter provided, all right, title and interest of Optionee in and to the
Option Property shall terminate and Optionee shall not be required to make any
further payments nor to perform any further obligations hereunder except as to
payments or obligations, if any, which have accrued prior to the termination date.

C.  Obligations of Optionee Upon Termination: If this Agreement is
terminated other than by exercise by Optionee of its option to purchase, or if this
Agreement expires, Optionee shall (i) execute and deliver to Optionor a release
and surrender of this Agreement and all of Optionee’s interest in the Option
Property; and (ii) comply with all valid and applicable local, state or federal
regulations as such relate to surface reclamation of any disturabance resulting
from Optionee’s activities hereunder.

6. Notices
Any notice or communicationrequired or permitted hereunder shall

be effective when personally delivered or shall be effective when addressed:

If to Optionor: Saint Louis University
221 North Grand Boulevard
Saint Louis, Missouri 63103

If to Optionee: Santa Fe Pacific Mining, Inc.
P. O. Box 27019
Albuquerque, New Mexico 87125
Attn: Land Department

And deposited, postage prepaid, certified orregistered, in the United States mail.
Either party may, by notice to the other given as aforesaid, change its mailing
address for future notices, hereunder.

7. Exercise of Option to Purchase
At any time prior to termination or expiration of this Agreement,
Optionee shall have the exclusive right and option to purchase the Option
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Property by giving written notice thereof to Optionor in the manner hereinabove
set forth. If Optionee elects to purchase the Option Property, the total purchase
price shall be $38,000.00. The total purchase price shall be reduced by all
payments previously made hereunder. The total purchase price less all such
credits is hereinafter called the "net purchase price" and, in the event Optionee
exercises its option to purchase, the net purchase price shall be payable to
Optionor upon delivery to Optionee of a Special Warranty Deed conveying to
Optionee good and merchantable title to the Option Property as evidenced by an
Owner’s Standard Form Title Insurance Policy paid for by Optionor and issued
by a title insurance company authorized to issue title insurance policies in the
state where the Option Properties are situated. Such policy shall insure
Optionee’s title thereto in the amount of the total purchase price and shall be
subject only to the matters set forth in Exhibit A.

8.  Memorandum
The parties to this Agreement agree to execute and record a
memorandum or short form of this Agreement in a form sufficient to constitute
record notice to third parties of the rights granted hereunder, which may be
recorded with the County Clerk or Recorder of the county or counties in which
the Option Properties are situated.

9. Construction: No Implied Covenants
This Agreement and the rights and obligations of the parties

hereunder shall be governed by the laws of the state in which the Option
Properties are situated. Section headings herein are for convenience only and
shall not be considered a part of this Agreement nor used in its interpretation.
All of the agreements and understandings of Optionee and Optionor-with
reference to the Option Properties are embodied in this Agreement which
supersedes all prior agreements and understandings between Optionee and
Optionor with reference to the Option Property. The compensation herein
provided shall be deemed to be full payment to Optionor for any damages which
may be caused to the Option Property by Optionee’s operations hereunder so
long as Optionee conducts such operations in a reasonable and prudent manner
without negligence on the part of the Optionee. No implied covenants or
conditions whatsoever shall be read into this Agreement relating to the
prospecting or developing of the Option Property or any operations of Optionee
hereunder, or as to the time therefore or measure of diligence thereof, it being
expressly agreed and understood that any operations conducted by Optionee




5.

upon the Option Property shall be conducted at such time and in such manner as
Optionee, in its sole discretion, deems advisable, subject only to the express
provisions of this Agreement.

10. Compliance with Law
While conducting activities on the Option Property, Optionee shall
comply with all applicable laws and regulations of all governmental authorities
with valid jurisdiction over the Option Property or Optionee’s activities on the
Option Property.

IN WITNESS WHEREOF, the parties have executed this Agreement
effective as of the date first above set forth.

OPTIONOR:  SAINT LOUIS UNIVERSITY
By:

Title:

OPTIONEE: SANTA FE PACIFIC MINING, INC.
By:

K. Sageser

Title: Vice President



STATE OF )

) ss.
COUNTY OF | )
The foregoing instrument was acknowledged before me this
day of , 1990 by
Notary Public

My Commission Expires:

STATE OF NEW MEXICO )
) ss.
COUNTY OF BERNALILLO )

The foregoing instrument was acknowledged before me this
day of , 1990, by K. Sageser, Vice President of SANTA FE
PACIFIC MINING, INC.,, a Kansas corporation, on behalf of said corporation.

Notary Public

My Commission Expires:



EXHIBIT A

EXHIBIT A to that certain Exploration Agreement and Option to
Purchase by and between Saint Louis University (as "Optionor") and Santa Fe
Pacific Mining, Inc., a Kansas Corporation (as "Optionee") and pertaining to the
following described real property situated in Cochise County, State of Arizona.

The following patented lode mining claims located in Sections 14 and 15,
Township 20 South, Range 22 East, GSRM and identified by the U.S. Surveyor
General under the mineral survey number as shown:

MINERAL
PATENTED CIL.AIM SURVEY # SECTION TOWN. RANGE ACRES

DELHI 270 15 20S 22E 14.77
LUCKNOW 191 | 15 20S 22E 20.66
SILVER BELL 293 15 20S 22E 7.35
TOPAZ 875 14 20S 22E 291

Containing 45.69 acres, more or less

SUBJECT TO:

1 Taxes, if any, which may constitute a lien, but which are not yet due and
payable; and

2. Rights-of-way, ifany, forroads, telephone and telegraphlines and pipelines
of record in the office of the Clerk or Recorder of the county in which the
above described property is situated; and

3.  Reservations contained in the United States Patents thereto.

Initial for Identification




Santa Fe Pacific Mining, Inc.

250 South Rock Blvd., Suite 100
Reno, Nevada 89502

702/329-8215 RECE!VED

- 6 1990
September 5, 1990 SEP

LAND DEPT.

Mr. Thomas J. O’Toole, President
Phelim O’Toole Real Estate Company
11777 Clayton Road

St. Louis, Missouri 63131 -

Re: ST. LOUIS UNIVERSITY PROPERTY; DELHI, LUCKNOW,
- SILVER BELL AND TOPAZ PATENTED MINING CLAIMS,
SECTIONS 14 AND 15, TOWNSHIP 20 SOUTH - RANGE 22 EAST
(45.69 ACRES), COCHISE COUNTY, ARIZONA

Dear Tom:

Please refer to our previous conversations concerning the captioned Saint Louis
University property. We propose the following terms under which Santa Fe
Pacific Mining, Inc. would acquire an option to purchase the property from the
University:

Purchase Price: $38,000.00
Term: 4 years
Payments: Initially $ 2,000.00
1st Anniversary 2,000.00
2nd Anniversary 5,000.00
3rd Anniversary 5,000.00
4th Anniversary 24,000.00
Total $ 38,000.00

All payments to apply toward the purchase
price.

A Santa Fe Southern Pacific Company



Mr. Thomas J. O’Toole - September 5, 1990 - Page 2.

Surrender:

Exploration:

Santa Fe Pacific Mining, Inc. may surrender
the agreement at any time and be relieved
of any future payments with the University
retaining all payments made prior to
surrender.

Santa Fe Pacific Mining, Inc. will have the
right during the option period to enter the
property and conduct mineral exploration;
including but not limited to drilling, excava-
tion, drifting, reclamation and associated
activities.

If acceptable, we will prepare and forward for your review an exploration
agreement and option to purchase encompassing the above terms .

This offer is subject to title, approval of Santa Fe Pacific Mining, Inc.
management, and if not prev1ously revoked, will expire at 12:00 midnight on

October 1, 1990.

Thank you for all your help in this matter. If you have any questions, please call

me.

Very truly yours,

—
/ON— o@Jo{_

Thomas M. Roesch

Landman
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October 17, 1988
Re: Belcher Patented Claim
Tombhstone Area
Cochise County, Arizona
Mr ., Tracy R. Thomas
c/0 Bonn & Anderson, P.A.
1112 West Camelback Road
Phoenix, Arizona 85013

Dear Mr. Thomas:

our exploration group at Santa Fe Pacific Mining has an area
they are interested in exploring for precious metals near the
town of Tombstone, Arizona.

Tn this area it appears you own the "Belcher" patented mining
claim (MS-858) in Section 13, Township 20 South, Range 22 East,
containing 19.%8 acres, more or less.

we would like to include the Belcher claim with other
properties we have and are attempting to lease in the area as
part of our exploration program.

To this end, enclosed for your consideration is a proposad
Mining Lease along the following terms:

Term: 10 years and as long thereafter as any mining,
development or processing is being conducted
(as more fully set out in the lease) .

Rovalty: 4% net returns

Advance Royalty:

Initially: $ 3,200.00
1st anniversary $ 5,000.00
2nd and 3rd anniversaries $ 7,000.00
4th and 5th anniversaries ¢ 9,000.00
6th anniversary and

thereatter $12,000.00

once you have a chance to consider our offer, would you please
call me collect at (505) 881-3050.

Thank yvou for your consideration
Very truly yours,
T, M. Roesch

Landman
Enclosure



MINING LEASE

THIS LEASE is made effective as of the day of , 1988

by and between TRACY R. THOMAS

(hereinafter designated as "Owner", whether one or more), and SANTA FE PACIFIC

MINING, INC., a Kansas corporation (hereinafter designated as "Lessee");

WITNESSETH:

WHEREAS, Lessee wishes to acquire from Owner, and Owner wishes to grant to
Lessee, a mining lease of the "Leased Premises" (hereinafter defined) pursuant
to which Lessee shall have the exclusive right to explore, develop and mine the
"Leased Premises", all on the terms and conditions hereinafter set forth:

NOW, THEREFORE, for a valuable consideration paid to Owner by Lessee, the
receipt and sufficiency of which is hereby acknowledged, and in consideration
of the covenants hereinafter set forth, Owner and Lessee agree as follows:

1 The "Leased Premises"

The Leased Premises shall mean all of the property and interest in property
described in Exhibit A attached hereto and made a part hereof (whether consisting
of patented mining claims or other real property, or any combination thereof)
together with all of the ores, minerals and materials thereon and thereunder, and
all right, title and interest of Owner in and to the surface of said property,
and all water, water rights, easements and rights-ofway now and hereafter owned
or held by Owner in, upon or under the said property or in any way pertaining

thereto.

SFM-100-86a



2 Warranties and Representations

Owner represents and warrants to Lessee: (i) that subject to the matters
specifically set forth in Exhibit A, Owner owns and has the exclusive possession
of the Leased Premises; and (ii) that Owner has the full right, power, and

capacity to enter into this Lease upon the terms set forth herein.

3. Term

Unless sooner terminated as hereinafter provided, the term of this Lease shall
be for a period of 10 years commencing on the effective date hereof and for a
continuing term as long thereafter as any mining, development or processing is
being conducted hereunder on a continuous basis. For purposes of this Section 3,
such operations shall be deemed as being conducted on a continuous basis unless
and until, and after the end of the initial term, a period of 365 consecutive
days elapses during which no mining or development or processing is conducted:
excluding, however, periods of force majeure and suspensions of operations due to
economic causes, both hereinafter defined. The term "development" shall mean
work or construction in preparation for mining or processing a proven or possible
reserve, including further development drilling of such a reserve, but excluding
exploration drilling. Unless otherwise specified, all references to the "term"
of this Lease shall mean and include both the initial term and the continuing
term.
4. Grant

Owner hereby grants, demises, leases and lets the Leased Premises exclusive-
ly unto the Lessee, its successors and assigns, with the exclusive right and
privilege to explore for, develop, mine (by open pit, strip, underground, solution

mining or any other method, including any method hereafter developed), extract,



mill, store, remove and market therefrom all ores, minerals and materials of
whatsoever nature or sort (herein designated as "Leased Substances") and to
use and consume so much of the surface thereof as may be necessary, useful or
convenient for the full enjoyment of all of the rights herein granted. Lessee
is hereby further granted the exclusive right to construct and use structures,
facilities, equipment roadways, railroads and haulageways, and all other appur-
tenances (herein called "Production Facilities") installed on the Leased Premises
for the purpose of producing, removing, treating or transporting metals, ores,
minerals dr matgria]s from the Leased Premises or from adjoining or nearby
property owned or controlled by Lessee, and the right to mine and remove Leased
Substances from the Leased Premises through or by means of shafts, openings or
pits which may be made in or upon adjoining or nearby property. For an additional
consideration of One Thousand Dollars ($1,000.00) the right to use said Production
Facilities will continue after the expiration of this Lease for so long as use of
the Production Facilities is required by Lessee in connection with operations on
said adjoining or nearby property. Lessee's operations hereunder and in its
mining of adjoining or nearby lands may be conducted upon the Leasad Premises or
upon such other lands as a single mining operation, to the extent as if the
Leased Premises and all such other properties constituted a single tract of land.
After Leased Substances from the Leased Premises have been sampled and weighed or
measured by volumetric survey, truck factors, or any other manner as will permit
the computation of royalty to be paid hereunder, Lessee may mix the same with
ores, materials or products from other lands. Lessee shall have the right, at
any time during the term hereof, to stockpile any material mined or produced from

the Leased Premises at such place or places as Lessee may elect, either upon the



Leased Premises or upon any other lands owned or controlled by Lessee. The
rights of Owner in and to any such material stockpiled on other lands shall not
be divested by the removal thereof from the Leased Premises, but shall be the
same in all respects as though such materials had been stockpiled on the Leased
Premises. If such other lands are not owned by Lessee, Lessee shall obtain from
the owners thereof a properly executed instrument under which the owners of the
other lands agree to recognize the interest of Owner in materials stockpiled on
such other lands. The stockpiling of materials from the Leased Premises on other
lands shall not be deemed a removal or shipment thereof requiring payment of
royalty thereon. Lessee shall have the further right, at any time during the
term hereof, to stockpile on the Leased Premises any ore or material mined or
produced by Lessee or its affiliate companies from other lands. Owner agrees to
recognize the rights and interests of others in such ores and materials stockpiled
on the Leased Premises and to permit the removal thereof by Lessee at any time
during the term of this Lease, or by the owners thereof for a reasonable time
after termination of this Lease, all without liability or expense to Owner. All
stockpiles on the Leased Premises shall be placed so as not to interfere with
mining operations on the Leased Premises. Waste, overburden, surface stripping
and other materials from the Leased Premises may be deposited off the Leased
Premises and may be deposited on the Leased Premises only if the same will not
interfere with mining operations on the Leased Premises.

5e Payments to Owner

A. Advance Royalty: On the date of execution of this Lease by Lessee and

Owner, Lessee shall pay to Owner the sum of Three Thousand Two Hundred Dollars

($3,200.00




as advance royalty for the initial year. As to the payments set forth in Schedule
I attached hereto and made a part hereof, Lessee agrees to make each such payment
to Owner, the due date of which occurs prior to termination of this Lease: it
being expressly understood that shouid this Lease be terminated, Lessee shall
have no obligation to make any of the payments, the due dates of which occur after
such termination. Each sum of advance royalty paid shall be applied against and
reduce the amount of any production royalty payments thereafter payable to Owner
pursuant to paragraph B of this Section 5: whether accruing to Owner in the same
year or in any year thereafter.

B. Production Royalty: In the event Lessee mines and markets Leased Sub-

stances from the Leased Premises, Lessee shall pay to Owner a production royalty
as set forth in Schedule II attached hereto and made a part hereof.

C. MWeights and Analyses: Lessee shall measure ore, weigh other product and

take and analyze samples thereof in accordance with sound mining and metallurgical
practice, and keep accurate records thereof as a basis for computing royalty
payments, which records shall be available for inspection by Owner in accordance
with Section 6.

D. Method of Payment: All payments required to be made by Lessee to Owner

may be made in currency, or by draft or by check, at the option of Lessee. and
said payments may be mailed or delivered to Owner at the address specified in

Section 14, or to Owner's credit in the ,

which bank and its successors shall continue as the depository for said payments
regardless of changes in the ownership of the Leased Premises. Upon making any
payment as described above, Lessee shall be relieved of any responsibility for

the distribution of such payment to Owner or Owner's successors in interest. The




delivery or the deposit in the mail of any payment hereunder on or before the due
date thereof shall be deemed timely payment hereunder.

E. Adverse Claims: Disputes: In case of any suit, adverse claim, dispute

or question as to the ownership of the Leased Premises or concerning advance or
production royalties or any interest therein payable under this Lease, Lessee
shall not be deemed to be in default in payment thereof until final disposition of
such suit, claim, dispute or question, and Lessee may withhold payments due Owner
hereunder with respect to the portion of the Leased Premises involved in such
dispute and deposit the same in an interest-bearing account until there is a
final adjudication or other determination of such dispute. Lessee shall make
such payments, together with any interest earned thereon, within‘30 days after
being furnished with the original or certified copies of instruments disposing of
such suit, claim or dispute in Owner's favor, or after delivery to Lessee of
proof sufficient in Lessee's opinion to settle such question in Owner's favor.
6. Inspection

Owner, or 1its authorized agents, at Owner's risk and expense, may enter
upon the Leased Premises to inspect the same at such times and upon such notice
to Lessee as shall not unreasonably or unnecessarily hinder or interrupt the
operations of Lessee. Owner, or its authorized agents, shall have the right to
inspect the accounts and records used in calculating production royalty paid to
Owner hereunder, which right may be exercised as to each quarterly payment of
production royalty, at any reasonable time during a period of one year from and
after the date on which the quarterly payment of production royalty was paid by
Lessee. Owner agrees to treat all information received hereunder as confidential

and hereby covenants and agrees that it shall not, without having first obtained




the written consent of Lessee as to the form and content, disclose any information
it may obtain hereunder nor issue any press release concerning operations on the
Leased Premises.

7. Conduct of Operations:; Protection from Liens

Lessee agrees to comply with valid and applicable local, state and federal
laws and regulations governing its operations hereunder. Lessee shall pay all
expenses incurred by it in its operations on the Leased Premises and shall allow
no liens arising from any act of Lessee to remain upon the interest of Owner in
and to the Leased Premises; provided, however, that if Lessee, in good faith,
disputes the vaiidity or amount of any claim, lien or liability asserted against
it with respect to the Leased Premises, it shall not be required to pay or
discharge the same wuntil the amount and validity thereof have been finally
determined. If authorized by applicable statute, Owner may post a notice of
non-liability and Lessee shall keep such notice posted during the term of this
Lease. Lessee shall carry workman's compensation or industrial insurance coverage
to the extent required by the laws of the state in which the Leased Premises are
situated.

8. Taxes

Lessee shall pay all taxes, assessments and other governmental charges
imposed upon the Leased Premises and upon any equipment and improvements placed
by it thereon for the periods that this Lease is in effect. Owner agrees to
promptly transmit to Lessee all notices pertaining to such taxes, assessments and
charges which Owner may receive. If this Lease is terminated, such taxes shall
be prorated between Lessee and Owner for the tax year in which such termination

occurs. Lessee shall have the right to contest, in the courts or otherwise, in




its own name or in the name of Qwner, the validity or amount of any such taxes or
assessments if it deems the same unlawful, unjust, unequal or excessive, or to
take such steps or proceedings as it may deem necessary to secure a cancellation,
reduction, re-adjustment or equalization thereof before it shall be required to
pay the same, but in no event shall Lessee permit or allow title to the Leased
Premises to be Tlost as the result of non-paymeﬁt of any taxes, assessments or
other such charges. Lessee shall not be liable for any taxes levied or measured
by income or taxes applicable to Owner based upon advance or production payments
to Owner under this Lease.

9. Title Matters

A. Title Documents: Upon written request of Lessee at any time during the

term hereof, Owner shall promptly deliver to Lessee all abstracts of title to and
copies of all title documents affecting the Leased Premises which Owner has in
its possession, together with copies of all plats and field notes of surveys of
the Leased Premises which Qwner has in its possession.

B. Title Defects, Defense and Protection: If (i) in the opinion of Lessee's

counsel, Owner's title to any of the Leased Premises is defective or less than as
represented in Section 2, or (ii) Owner's title is contested or questioned by
any person, entity or governmental agency, and if Owner is unable or unwilling
to promptly correct the defects or alleged defects in title, Lessee may attempt,
with all reasonable dispatch, to perfect, defend, or initiate litigation to
protect Owner's title. In that event, Owner shall execute all documents and
shall take such other actions as are reasonably necessary to assist Lessee.in its
efforts to perfect, defend or protect Owner's title. If the title is less than

as represented in Section 2, then (and only then) the costs and expenses of




perfecting, defending or correcting title (including, but without being limited
to, the cost of attorneys' fees and the costs of releasing or satisfying any
mortgages, liens and encumbrances) shall be a credit against payments thereafter
to be made to Owner under the provisions of Section 5 and Schedule I, unless the
encumbrance or dispute arises from Lessee's failure to perform its obligations
hereunder (in which case such costs shall be borne by Lessee).

C. Lesser Interest Provision: If Owner owns less than the entire and

undivided title and interest in and to the Leased Premises, then the rentals and
royalties hereip provided shall be proportionately reduced and paid to Owner
only in the proportion which Owner's interest bears to the entire undivided title
and interest in and to the Leased Premises.

D. General: Nothing herein contained and no notice or action which may
be taken under this Section 9 shall 1imit or detract from Lessee's right to
terminate this Lease in the manner provided in Section 10.B.

10. Termination: Removal of Property

A. Termination by Owner: In the event of any default by Lessee in the

performance of its obligations hereunder, Owner shall give to Lessee written
notice specifying the default. If the default is not cured within 30 days after
Lessee has received the notice, or if Lessee has not within that time begun
action to cure the default and does not thereafter diligently prosecute such
action to completion, Owner may terminate this Lease by delivering to Lessee
written notice of such termination, subject to Lessee's right to remove its
property and equipment from the Leased Premises, as hereinafter provided. Owner
shall have no right to terminate this Lease except as set forth in this Section

10.A.



B. Termination by Lessee: Lessee may at any time execute and deliver to

Owner, or place of record, a release or releases covering all or any portion or
portions of the Leased Premises and thereby surrender this Lease as to all or
such portion or portions and terminate from and after the date of release and
surrender all obligations as to the acreage surrendered except rental and/or
royalty obligations accrued as of the day of the release.

C. Removal of Property: Upon any termination or expiration of this Lease,

Lessee shall have a period of one year from and after the effective date of
termination in which to remove from the Leased Premises all of its machinery,
buildings, structures, facilities, equipment and other property of every nature
and description erected, placed or situated thereon, except supports placed in
shafts, drifts or openings in the Leased Premises. Any property of Lessee not
so removed at the end of said one year shall become the property of Owner.

D. Obligations of Lessee Upon Termination: If this Lease 1is terminated,

or if this Lease expires, Lessee shall:

(i) upon written request given by Owner within 30 days of such
termination or expiration, furnish to Owner, within a rea-
sonable time thereafter, copies of all available non-inter-
pretive exploration data pertaining to the Leased Premises
and prepared by or for Lessee and permit Owner, at Owner's
expense, to pick up any available core from the Leased
Premises: provided, however, that Lessee shall in no event
be liable to Owﬁer for the loss of any core from the

Leased Premises;

- 10 -




(i1) execute and deliver to Owner a release and surrender of
this Lease and all of Lessee's interests in the Leased
Premises, the same to be in a recordable form: and

(ii11) comply with all valid and applicable local, state or
federal regulations as such relate to surface reclama-
tion.

11. Suspension of Operations

A. Force Majeure: Lessee shall not be 1iable for failure to perform any of

its ob]igations_hereunder during periods in which performance is prevented by any
cause reasonably beyond Lessee's control, which causes hereinafter are called
"force majeure". For purposes of this Lease, the term "force majeure" shall
include acts of God, fire, flood, undue shortage of power, strikes, insurrections
or mob violence, requirements or regulations of government and other causes of a
similar nature which are beyond the control of Lessee. Lessee shall notify Owner
of the date of commencement and cause of each period of force majeure and shall
also notify Owner of the time of removal of such cause.

B. Suspensions Due to Economic Causes: If at any time during the term

hereof and after expiration of the initial 10-year portion of such ferm, mining,
developing and processing operations are determined by Lessee to be uneconomic
due to unavailability of a suitable market for Leased Substances, prevailing
costs of mining, developing or processing with respect to prices available
for Leased Substances, unavailability of equipment or of competent labor, or
imposition of governmental statutes, requirements or regulations making it
impractical to carry out such operations, Lessee shall have the right, from time

to time, to temporarily discontinue operations hereunder for a cumulative period

- 11 -



not to exceed three years. In each such event, Lessee shall, within 30 days of
expiration of each lease year in which such temporary discontinuance occurs,
notify Owner of the total period of each such discontinuance during such year.

C. Obligations During Suspension of Operations: During any suspension of

operations under either paragraph A or B of this Section 11, Lessee shall:
(i) continue to pay all property and other taxes, assessments and charges payable
by Lessee described in Section 8 as and when they become payable as therein
provided; (ii) comply with all requirements of this Lease relative to maintaining
the status and title of the Leased Premises in good standing; and (iii) continue
to make payments to Owner as required under Section 5.
12. Notices

Any notice or communication required or permitted hereunder shall be
effective when personally delivered or shall be effective when addressed:

If to Owner: Tracy R. Thomas

c/o Bonn & Anderson, PA

1112 West Camelback Road
Phoenix, Arizona 85013

If to Lessee: Santa Fe Pacific Mining, Inc.
Box 27019
Albuquerque, New Mexico 87125
and deposited, postage prepaid, certified or registered, in the United States
mail. Either party may, by notice to the other given as aforesaid, change its

mailing address for future notices hereunder.

13. Binding Effect; Assignment

The rights of either party hereunder may be assigned in whole or in part and
the provisions hereof shall inure to the benefit of and be binding upon its heirs,

executors, administrators, successors and assigns, but no change or divisions in

- 12 =



the ownership of the Leased Premises or payment hereunder, however accomplished,
shall operate to enlarge the obligations or diminish the rights of Lessee here-
under. No such change or division in the ownership of the Leased Premises shall
be binding upon Lessee for any purpose until the first day of the month next
succeeding the month in which such person acquiring any interest shall furnish
Lessee, at the address set forth in Section 12, with the instrument or instru-
ments, or certified copies thereof, evidencing such change, transfer or division
in ownership.

14. Memorandum.

The parties to this Lease agree to execute and record a memorandum or short
form of this Lease in a form sufficient to constitute record notice to third
parties of the rights granted hereunder, which may be recorded with the County
Clerk or Recorder of the county or counties in which the Leased Premises are
situated.

15. Construction: No Implied Covenants

This Lease and the rights and obligations of the parties hereunder shall be
governed by the laws of the state in which the Leased Premises are situated.
Section headings herein are for convenience only and shall not be considered a
part of this Lease nor used in 1its interpretation. All of the agreements and
understandings of Lessee and Owner with reference to the Leased Premises are
embodied in this Lease, which supersedes all prior agreements and understandings
between Lessee and Owner with reference to the Leased Premises. The compensation
herein provided shall be deemed to be full payment to Owner for any damages which
may be caused to the Leased Premises by Lessee's operations hereunder so long

as Lessee conducts such operations in a reasonable and prudent manner without
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negligence on the part of Lessee. No implied covenants or conditions whatsoever
shall be read into this Lease relating to the prospecting, developing or mining
of the Leased Premises or any operations of Lessee hereunder, or as to the time
therefor or measure of diligence thereof, it being expressly agreed and under-
stood that any operations conducted by Lessee upon the Leased Premises shall be
conducted at such time and in such manner as Lessee, in its sole discretion, deems
advisable, subject only to the express provisions of this Lease.

16. Counterparts: Joiner

This Lease may be executed in any number of counterparts and any party
who executes a Eounterpart need not execute the same counterpart as any other
party. Each of such counterparts shall be deemed to be an original, all of which
counterparts together shall constitute one and the same Lease. Execution hereof
by the spouse of any Owner is with the intent and for the purpose of releasing
and waiving any and all dower, homestead exemption, community property rights and
all other rights conferred upon or reserved to such spouse by the laws of the
state in wnich the spouse resides and by the laws of the state in which the
Leased Premises are situated, together with all rights which such spouse has or
hereafter obtains (while this Lease is in effect) in and to the Leased Premises.

17. Compliance with Law

While conducting activities and operations on the Leased Premises, Lessee
shall comply with all applicable laws and regulations of all governmental
authorities with valid jurisdiction over the Leased Premises or Lessee's activi-

ties and operations on the Leased Premises.
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IN WITNESS WHEREOF, the Owner has executed this Mining Lease effective as of

the date first above set forth.

OWNER:

Tracy R. Thomas
(SS # )

LESSEE:
SANTA FE PACIFIC MINING, INC.

By

Vice President

- 15 -




STATE OF ARIZONA )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 1988, by Tracy R. Thomas

Notary PubTic

My commission expires:

STATE OF NEW MEXICO )
COUNTY OF BERNALILLO ; e

The foregoing instrument was acknowledged before me this day
of , 1988 by >
Vice President of SANTA FE PACIFIC MINING, INC., a Kansas corporation,

on behalf of said corporation.

Notary Public

My Commission Expires:




EXHIBIT A

EXHIBIT A to Mining Lease by and between

TRACY R. THOMAS

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee") and pertaining to the following described real property situated

in Cochise County, State of Arizona "

The BELCHER patented lode mining claim situated in Section
13, Township 20 South, Range 22 East, GSRM and identified
by the Surveyor General as Mineral Survey #858; containing
19.58 acres, more or less.

SUBJECT TO:
1. Taxes, if any, which may constitute a lien, but which are not yet
due and payable; and
2. Rights-of-way, if any, for roads, telephone and telegraph lines and
pipelines of record in the office of the Clerk or Recorder of the
county in which the above described property is situated; and

3. Reservations contained in the United States Patents thereto.

Initial for Identification




SCHEDULE ITI

SCHEDULE II to Mining Lease between

TRACY R. THOMAS

(as "Owner") and

(as "Lessee").

Production Royalty (See Section 5.B.)

In the event Lessee mines and markets Leased Substances from the Leased
Premises, Lessee shall pay to Owner, as a production royalty, 4% of the "Net
Returns" from the sale of Leased Substances so mined and marketed. "Net Returns",
as used herein, shall mean the total returns from the smelter or other purchaser
less:

(i) custom smelting costs, treatment charges and penalties,
including but without being limited to, metal losses,
penalties for impurities and charges for refining, sell-
ing and transportation from smelter to refinery and from
refinery to market; provided, however, in the case of
leaching operations, all processing and recovery costs
incurred by Lessee beyond the point at which the metal
being treated is in solution shall be considered as
treatment charges (it being agreed and understood, how-
ever, that such processing and recovery costs shall not
include the cost of mining, crushing, dump preparation,
distribution of leach solutions or other mining and
preparation costs up to the point at which the metal

goes into solution);




(ii) costs of transporting Leased Substances from the Leased
Premises to a concentrator or other‘p1ace of treatment;

(iii) costs of transporting Leased Substances from the concen-

trator to a smelter or other place of treatment; and

(iv) production taxes, severance taxes and sales, privilege
and other taxes measured by production or the value of
production.

Production royalty payments shall be made within 30 days after the end
of the calendar quarter and calculated on the Net Returns actually received
by Lessee during such calendar quarter. Net Returns for Leased Substances
processed at a smelter owned, operated or controlled by Lessee or treated on a
toll basis for Lessee shall be computed in the above manner, with deductions for
all charges and items of cost'equiva1ent to the deductions set forth above. With
respect to any mill tailings or other residue remaining after processing of
Leased Substances, it is hereby agreed that Owner shall have no responsibility
for or interest in such tailings or residues, and Lessee 1is deemed to be the
owner of such materials and shall be responsible for disposal thereof in any
manner as it shall see fit; provided, however, that any tailings not removed
from the Leased Premises within one year from the date of termination of this

Lease shall become the property of Owner.

Initial for Identification




SCHEDULE 1

SCHEDULE I to Mining Lease between

TRACY R. THOMAS

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee").

Advance Royalty Payment Schedule (See Section 5.A.)

Lessee agrees to make payment to Owner of each of the following payments,

the due date of which occurs prior to termination of the Lease to which this

Schedule is attached.

Anniversary Dates of the
Execution of this Agreement

1st anniversary

2nd and 3rd anniversaries

4th and 5th anniversaries

6th anniversary and thereafter

Amounts of
Annual Advance
Royalty Payment

$ 5,000.00
$ 7,000.00
$ 9,000.00
$12,000.00

Initial for Identification




MEMORANDUM OF MINING LEASE

Under the terms of that certain Mining Lease dated effective as of the

day of , 1988 by and between

TRACY R. THOMAS

(therein and hereinafter referred to as "Owner", whether one or more) and

SANTA FE PACIFIC MINING, INC., a Kansas corporation

therein and hereinafter referred to as "Lessee"), Owner has granted, demised,
leased and let and does hereby grant, demise, lease and let unto Lessee that
property described in Exhibit A attached hereto and made a part hereof (the
"Leased Premises"), including without limitation all ores, minerals and mineral
rights and together with all water and water rights in, upon and under the
Leased Premises, exclusively unto Lessee, its successors and assigns, with
the right and privilege to explore for, develop, mine (by open pit, strip,
underground, solution mining, or any other method, including any method hereafter
developed), extract, mill, store, process, remove and market therefrom all ores,
minerals and materials of whatsoever nature or sort; all on the terms and
conditions and subject to the payments to be made to Owner, as fully set forth
in the said Lease which Lease is by this reference incorporated herein. Unless
sooner terminated in the manner therein provided, the term of the said Lease is
for a period of 10 years commencing on the effective date thereof and continuing
for as long thereafter as mining, development or processing operations are being
conducted thereunder or the Lease term is extended pursuant to the force majeure
and suspensions of operations provisions thereof, all as more fully set forth

in the Lease. Copies of the said Lease are in the possession of Owner c/o




Bonn & Anderson PA,1112 West Camelback Road, Phoenix, Arizona 85013

and in the possession of Lessee c¢/o

Box 27019, Albuquerque, New Mexico 878125

IN WITNESS WHEREOF, this Memorandum of Mining Lease has been executed

effective as of the date first above set forth.

OWNER:

Tracy R. Thomas

LESSEE:
SANTA FE PACIFIC MINING, INC.

By:

Vice President



STATE OF ARIZONA )
‘ ) SS.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of

, 1988, by Tracy R. Thomas

Notary Public

My commission expires:

STATE OF NEW MEXICO )
COUNTY OF BERNALILLO y

The foregoing instrument was acknowledged before me this day
of , 1988 by "
Vice President of SANTA FE PACIFIC MINING, INC., a Kansas corporation,

on behalf of said corporation.

Notary Public

My Commission Expires:




EXHIBIT A

EXHIBIT A to Mining Lease by and between

TRACY R. THOMAS

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee") and pertaining to the following described real property situated

in Cochise County, State of Arizona .

The BELCHER patented lode mining claim situated in Section
13, Township 20 South, Range 22 East, GSRM and identified
by the Surveyor General as Mineral Survey #858; containing
19.58 acres, more or less.

SUBJECT TO:

1. Taxes, if any, which may constitute a lien, but which are not yet
due and payable; and

2. Rights-of-way, if any, for roads, telephone and telegraph lines and
pipelines of record in the office of the Clerk or Recorder of the
county in which tHe above described property is situated; and

3. Reservations contained in the United States Patents thereto.

Initial for Identification
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The University of Arizona QECEPJED

Land & Property Planning
1628 E. Helen
Tucson, Arizona 85719

BEC 7 88
LAND DEPT.

December 1, 1988

Mr. T. M. Roesch

Landman

Santa Fe Pacific Mining, Inc.
P. O. Box 27019

Albuquerque, NM 87125

RE: Sunset Patented Claim
Tombstone Area
Cochise County, Arizona

Dear Mr. Roesch:

In my letter to you dated November 22, 1988, it was indicated
that your proposed Mining Lease and Purchase Option had been
forwarded to our University Counsel for review. Mr. Thomas M.
Thompson, University Attorney, advises the following.

The present policy under which state universities are guided,
states that a lease that is 60 months or less in duration can
be negotiated without prior Arizona Board of Regents approval.
If more than 60 months or an option to purchase is involved,
permission must be given in advance by the Regents, the
property advertised for 10 weeks and an auction held. The next
meeting that this matter could be presented to the Regents is
scheduled in March 1989. Our deadline for agenda items is the
first week in January 1989.

If you continue to be interested in a mining lease on the
above-referenced property, and are interested in a lease for
five years or less, without an option to purchase, please
contact the undersigned.

Very truly yours,

i Ny * A f{i’
._(\/j\: . V\)\""C\‘U ‘_‘X_‘\‘\}\_ . p(;xa"é‘ “ ‘?"f‘
He? o .
Leon Goodman, Director 5 T“V P
Land and Property Planning S, i

rh




The University of Arizona

Land & Property Planning
1628 E. Helen
Tucson, Arizona 85719

November 22, 1988 o peEPT

Mr. T. M. Roesch

Landman

Santa Fe Pacific Mining, Inc.
P. 0. Box 27019

AlbuqueXrque, NM 87125

RE: Sunset Patented Claim
Tombstone Area
Cochise County, Arizona

Dear Mr. Roesch:

Thank you for your letter of October 31, 1988, enclosing a
proposed mining lease and purchase option for the Sunset
Patented Claim in Cochise County.

The documents have been forwarded to the University Attorney
for review and comment. When returned, this office will
promptly contact vyou.

Very truly vyours,

" \ :
\;\7_ “N \‘\“_(_u e ",\,;\,\.\5

Leon Goodman, Director
Land and Property Planning

rh



October 231, 198§

Re: Sunset Patented Claim
Tombstone Area
Cochise County, ArizZona

Mr. Leon Goodman

Assets and Land Management Department
University of Arizona

1628 East Helen

Tucson, Arizona 85719

Dear Mr. Goodman:

Please refer to my letter of February 28, 1988 on the same
subject. subsequent to that letter I had a number of
Adiscussions with Mr. Mico Willis of your office concerning a
lease or lease and purchase option of the Sunset patented claim
({MS 159-12.27 acres).

In a recent telephone call to your office I was informed Mr.
Wwillis is no longer with your department and I should direct
any new proposal to your atitention.

Enclosed for your consideration is a proposed Mining Lease and
Purchase Option along the following terms:

Term: 8 years
Rovalty: 5% Net Returns

Advance Royalty:

Initial $1,000.00
lst anniversary $1,500.00
2nd anniversary $2,000.00
3rd anniversary $2,500.00
4th anniversary $3,000.00
Ath anniversary $3,500.00
$th anniversary $5,000.00
7th anniversary $7,000.00
8th anniversary £7,000.00

Total Purchase Price: $32,500 toward which all advance and
production royalties apply.



M1, Leon Goodman
Ccotobher 31, 1988

“

Fage 2

Once vou have an opportunity to review our offer, please call
me at (505) 881-3050.

Thank yvou for your consideration.

Very truly vours,

T. M. Roesch
Landman

TMR: fy

Enclosure




MINING LEASE AND PURCHASE OPTION

THIS LEASE is made effective as of the day of , 1988

by and between THE UNIVERSITY OF ARIZONA

(hereinafter designated as "Owner", whether one or more), and SANTA FE PACIFIC

MINING, INC., a Kansas corporation (hereinafter designated as "Lessee"):

WITNESSETH:

WHEREAS, Lessee wishes to acquire from Owner, and Owner wishes to grant to
Lessee, a min%ng lease of the "Leased Premises" (hereinafter defined) pursuant
to which Lessee shall have the exclusive right to explore, develop and mine the
"Leased Premises", together with the exclusive option to purchase the same, all
on the terms and conditions hereinafter set forth:

NOW, THEREFORE, for a valuable consideration paid to Owner by Lessee, the
receipt and sufficiency of which is hereby acknowledged, and in consideration
of the covenants hereinafter set forth, Owner and Lessee agree as follows:

1. The "Leased Premises"

The Leased Premises shall mean all of the property and intereét in property
described in Exhibit A attached hereto and made a part hereof (whether con-
sisting of patented mining claims or other real property, or any combination
thereof) together with all of the ores, minerals and materials thereon and
thereunder, and all right, title and interest of Owner in and to the surface of
said property, and all water, water rights, easements and rights-ofway now and
hereafter owned or held by Owner in, upon or under the said property or in any

way pertaining thereto.

SFM-100-86b



2 Warranties and Representations

Owner represents and warrants to Lessee: (i) that subject to the matters
specifically set forth in Exhibit A, Owner owns and has the exclusive possession
of the Leased Premises; and (ii) that Owner has the full right, power, and
capacity to enter into this Lease upon the terms set forth herein.

3. Term

Unless sooner terminated as hereinafter provided, or unless Lessee sooner
exercises its option to purchase, the term of this Lease shall be for a period
of 8 years commencing on the effective date hereof and for a continuing
term as long thereafter as any mining, development or proceésing is being
conducted hereunder on a continuous basis. For purposes of this Section 3, such
operations shall be deemed as being conducted on a continuous basis unless and
until, and after the end of the initial term, a period of 365 consecutive days
elapses during which no mining or development or processing is conducted;
excluding, however, periods of force majeure and suspensions of operations due
to economic causes, both hereinafter defined. The term "development" shall
mean work or construction in preparation for mining or processing a proven or
possible reserve, including further development drilling of such a reserve, but
excluding exploration drilling. Unless otherwise specified, all references to
the "term" of this Lease shall mean and include both the initial term and the
continuing term,

4. Grant

Owner hereby grants, demises, leases and lets the Leased Premises exclusive-

ly unto the Lessee, its successors and assigns, with the exclusive right and

privilege to explore for, develop, mine (by open pit, strip, underground,



solution mining or any other method, including any method hereafter developed),
extract, mill, store, remove and market therefrom all ores, minerals and
materials of whatsoever nature or sort (herein designated as "Leased Sub-
stances") and to use and consume so much of the surface thereof as may be
necessary, useful or convenient for the full enjoyment of all of the rights
herein granted; together with the exclusive right, privilege and option as more
fully set forth in Section 18 below to purchase the Leased Premises at any time
prior to termination or expiration of this Lease. Lessee is hereby further
granted the exclusive right to construct and use structures, facilities, equip-
ment, roadways, railroads and haulageways, and all other appurtenances (herein
called "Production Facilities") installed on the Leased Premises for the purpose
of producing, removing, treating or transporting metals, ores, minerals or
materials from the Leased Premises or from adjoining or nearby property owned or
controlled by Lessee, and the right to mine and remove Leased Substances from
the Leased Premises through or by means of shafts, openings or pits which may
be made in or upon adjoining or nearby property. For an additional considera-
tion of One Thousand Dollars ($1,000.00) the right to use said Production
Facilities will continue after the expiration of this Lease for so long as use
of the Production Facilities is required by Lessee in connection with operations
on said adjoining or nearby property. Lessee's operations hereunder and in its
mining of adjoining or nearby lands may be conducted upon the Leased Premises
or upon such other lands as a single mining operation, to the extent as if the
Leased Premises and all such other properties constituted a single tract of
land. After Leased Substances from the Leased Premises have been sampled and

weighed or measured by volumetric survey, truck factors, or any other manner as




will permit the computation of royalty to be paid hereunder, Lessee may mix the
same with ores, materials or products from other lands. Lessee shall have the
right, at any time during the term hereof, to stockpile any material mined or
produced from the Leased Premises at such place or places as Lessee may elect,
either upon the Leased Premises or upon any other lands owned or controlled by
Lessee. The rights of Owner in and to any such material stockpiled on other
lands shall not be divested by the removal thereof from the Leased Premises,
but shall be the same in all respects as though such materials had been stock-
piled on the Leased Premises. If such other Tands are not owned by Lessee,
Lessee shall obtain from the owners thereof a properly executed instrument
under which the owners of the other lands agree to recognize the interest of
Owner in materials stockpiled on such other Tands. The stockpiling of materials
from the Leased Premises on other lands shall not be deemed a removal or ship-
ment thereof requiring payment of royalty thereon. Lessee shall have the
further right, at any time during the term hereof, to stockpile on the Leased
Premises any ore or material mined or produced by Lessee or its affiliate
companies from other lands. Owner agrees to recognize the rights and interests
of others in such ores and materials stockpiled on the Leased Premises and to
permit the removal thereof by Lessee at any time during the term of this Lease,
or by the owners thereof for a reasonable time after termination of this Lease,
all without 1l1iability or expense to Owner. All stockpiles on the Leased
Premises shall be placed so as not to interfere with mining operations on
the Leased Premises. Waste, overburden, surface stripping and dther materials
from the Leased Premises may be deposited off the Leased Premises and may be

deposited on the Leased Premises only 1if the same will not interfere with

mining operations on the Leased Premises.




e Payments to Owner

A. Advance Royalty: On the date of execution of this Lease by Lessee and

Owner, Lessee shall pay to Owner the sum of One Thousand Dollars ($1,000.00

as advance royalty for the initial year. As to the payments set forth in
Schedule I attached hereto and made a part hereof, Lessee agrees to make each
such payment to Owner, the due date of which occurs prior to termination of
this Lease; it being expressly understood that should this Lease be terminated,
Lessee shall have no obligation to make any of the payments, the due dates of
which occur after such termination. Each sum of advance royalty paid shall be
applied against and reduce the amount of any production royalty payments there-
after payable to Owner pursuant to paragraph B of this Section 5; whether
accruing to Owner in the same year or 1in any year thereafter.

B. Production Royalty: In the event Lessee mines and markets Leased Sub-

stances from the Leased Premises, Lessee shall pay to Owner a production royalty
as set forth in Schedule II attached hereto and made a part hereof.

C. Weights and Analyses: Lessee shall measure ore, weigh other product

and take and analyze samples thereof 1in accordance with sound mining and
metallurgical practice, and keep accurate records thereof as a basis for
computing royalty payments, which records shall be available for inspection by
Owner in accordance with Section 6.

D. Method of Payment: All payments required to be made by Lessee to Owner

may be made in currency, or by draft or by check, at the option of Lessee, and
said payments may be mailed or delivered to Owner at the address specified in

Section 12, or to Owner's credit in the 5

which bank and its successors shall continue as the depository for said payments



regardless of changes in the ownership of the Leased Premises. Upon making any
payment as described above, Lessee shall be relieved of any responsibility for
the distribution of such payment to Owner or Owner's successors in interest.
The delivery or the deposit in the mail of any payment hereunder on or before
the due date thereof shall be deemed timely payment hereunder.

E. Adverse Claims; Disputes: In case of any suit, adverse claim, dispute

or question as to the ownership of the Leased Premises or concerning advance or
production royalties or any interest therein payable under this Lease, Lessee
shall not be deemed to be in default in payment thereof until final disposition
of such suit, claim, dispute or question, and Lessee may withhold payments due
Owner hereunder with respect to the portion of the Leased Premises involved in
such dispute and deposit the same in an interest-bearing account until there is
a final adjudication or other determination of such dispute. Lessee shall make
such payments, together with any interest earned thereon, within 30 days after
being furnished with the original or certified copies of instruments disposing
of such suit, claim or dispute in Owner's favor, or after delivery to Lessee of
proof sufficient in Lessee's opinion to settle such question in Owner's favor.
6. Inspection

Owner, or 1its authorized agents, at Owner's risk and expense, may enter
upon the Leased Premises to inspect the same at such times and upon such notice
to Lessee as shall not unreasonably or unnecessarily hinder or interrupt the
operations of Lessee. Owner, or its authorized agents, shall have the right to
inspect the accounts and records used in calculating production royalty paid to
Owner hereunder, which right may be exercised as to each quarterly payment of

production royalty, at any reasonable time during a period of one year from




and after the date on which the quarterly payment of production royalty was
paid by Lessee. Owner agrees to treat all information received hereunder as
confidential and hereby covenants and agrees that it shall not, without having
first obtained the written consent of Lessee as to the form and content,
disclose any information it may obtain hereunder nor issue any press release
concerning operations on the Leased Premises.

7. Conduct of Operations: Protection from Liens

Lessee agrees to comply with valid and applicable local, state and federal
laws and regulations governing its operations hereunder. Lessee shall pay all
expenses incurred by it in its operations on the Leased Premises and shall allow
no liens arising from any act of Lessee to remain upon the interest of Owner in
and to the Leased Premises; provided, however, that if Lessee, in good faith,
disputes the validity or amount of any claim, lien or liability asserted against
it with respect to the Leased Premises, it shall not be required to pay or
discharge the same until the amount and validity thereof have been finally
determined. If authorized by applicable statute, Owner may post a notice of
non-liability and Lessee shall keep such notice posted during the term of this
Lease. Lessee shall carry workman's compensation or industrial insurance
coverage to the extent required by the laws of the state in which the Leased
Premises are situated.

8. Taxes

Lessee shall pay all taxes, assessments and other governmental charges
imposed upon the Leased Premises and upon any equipment and improvements placed
by it thereon for the periods that this Lease is in effect. Owner agrees to

promptly transmit to Lessee all notices pertaining to such taxes, assessments




and charges which Owner may receive. If this Lease is terminated other than
by exercise by Lessee of its option to purchase, such taxes shall be prorated
between Lessee and Owner for the tax year in which such termination occurs.
Lessee shall have the right to contest, in the courts or otherwise, in its own
name or in the name of Owner, the validity or amount of any such taxes or
assessments if it deems the same unlawful, unjust, unequal or excessive, or to
take such steps or proceedings as it may deem necessary to secure a cancella-
tion, reduction, re-adjustment or equalization thereof before it shall be
required to pay the same, but in no event shall Lessee permit or allow title to
the Leased Premises to be lost as the result of non-payment of any taxes,
assessments or other such charges. Lessee shall not be liable for any taxes
levied or measured by income or taxes applicable to Owner based upon advance or
production payments to Owner under this Lease.

9. Title Matters

A. Title Documents: Upon written request of Lessee at any time during the

term hereof, Owner shall promptly deliver to Lessee all abstracts of title to and
copies of all title documents affecting the Leased Premises which Owner has in
its possession, together with copies of all plats and field notes of surveys of
the Leased Premises which Owner has in its possession.

B. Title Defects, Defense and Protection: If (i) 1in the opinion of

Lessee's counsel, Owner's title to any of the Leased Premises is defective or
less than as represented in Section 2, or (ii) Owner's title is contested or
questioned by any person, entity or governmental agency, and if Owner is unable
or unwilling to promptly correct the defects or alleged defects in title, Lessee

may attempt, with all reasonable dispatch, to perfect, defend, or initiate



litigation to protect Owner's title. 1In that event, Owner shall execute all
documents and shall take such other actions as are reasonably necessary to
assist Lessee in its efforts to perfect, defend or protect Owner's title. If
the title is less than as represented in Section 2, then (and only then) the
costs and expenses of perfecting, defending or correcting title (including, but
without being Timited to, the cost of attorneys' fees and the costs of releasing
or satisfying any mortgages, liens and encumbrances) shall be a credit against
payments thereafter to be made to Owner under the provisions of Section 5 and
Schedule I, unless the encumbrance or dispute arises from Lessee's failure to
perform its obligations hereunder (in which case such costs shall be borne by
Lessee).

C. Lesser Interest Provision: If Owner owns less than the entire and

undivided title and interest in and to the Leased Premises, then the rentals
and royalties herein provided shall be proportionately reduced and paid to
Owner only in the proportion which Owner's interest bears to the entire un-
divided title and interest in and to the Leased Premises.

D. General: Nothing herein contained and no notice or action which may
be taken under this Section 9 shall limit or detract from Lessee's right to
terminate this Lease in the manner provided in Section 10.B.

10. Termination: Removal of Property

A. Termination by Owner: In the event of any default by Lessee in the

performance of its obligations hereunder, Owner shall give to Lessee written
notice specifying the default. If the default is not cured within 30 days after
Lessee has received the notice, or if Lessee has not within that time begun

action to cure the default and does not thereafter diligently prosecute such




action to completion, Owner may terminate this Lease by delivering to Lessee
written notice of such termination, subject to Lessee's right to remove its
property and equipment from the Leased Premises, as hereinafter provided. Owner
shall have no right to terminate this Lease except as set forth in this Section
10.A.

B. Termination by Lessee: Lessee may at any time prior to exercise by

Lessee of its option to purchase execute and deliver to Owner, or place of
record, a release or releases covering all or any portion or portions of the
Leased Premises and thereby surrender this Lease as to all or such portion or
portions and terminate from and after the date of release and surrender all
obligations as to the acreage surrendered except rental and/or royalty obliga-
tions, if any, accrued as of the day of the release.

C. Removal of Property: Upon any termination or expiration of this Lease,

Lessee shall have a period of one year from and after the effective date of
termination in which to remove from the Leased Premises all of its machinery,
buildings, structures, facilities, equipment and other property of every nature
and description erected, placed or situated thereon, except supports placed in
shafts, drifts or openings in the Leased Premises. Any property of Lessee not
so removed at the end of said one year shall become the property of Owner.

D. Obligations of Lessee Upon Termination: [If this Lease is terminated

other than by exercise by Lessee of its option to purchase or if this Lease
expires, Lessee shall:
(i) upon written request given by Owner within 30 days of
such termination or expiration, furnish to Owner, within

a reasonable time thereafter, copies of all available

- 10 -



non-interpretive exploration data pertaining to the
Leased Premises and prepared by or for Lessee and
permit Owner, at Owner's expense, to pick up any
available core from the Leased Premises: provided,
however, that Lessee shall in no event be liable

to Owner for the loss of any core from the Leased
Premises;

(ii) execute and deliver to Owner a release and surrender
of this Lease and all of Lessee's interests in the
Leased Premises, the same to be in a recordable form;
and

(i1i) comply with all valid and applicable local, state or
federal regulations as such relate to surface reclama-
tion.

11. Suspension of Operations

A. Force Majeure: Lessee shall not be liable for failure to perform any

of its obligations hereunder during periods in which performance is prevented
by any cause reasonably beyond Lessee's control, which causes hereinafter are
called "force majeure". For purposes of this Lease, the term "force majeure"
shall include acts of God, fire, flood, undue shortage of power, strikes,
insurrections or mob violence, requirements or regulations of government and
other causes of a similar nature which are beyond the control of Lessee.
Lessee shall notify Owner of the date of commencement and cause of each period
of force majeure and shall also notify Owner of the time of removal of such

cause.



B. Suspensions Due to Economic Causes: If at any time during the term

hereof and after expiration of the initial 8-year portion of such term, mining,
developing and processing operations are determined by Lessee to be uneconomic
due to unavailability of a suitable market for Leased Substances, prevailing
costs of mining, developing or processing with respect to prices available
for Leased Substances, unavailability of equipment or of competent labor, or
imposition of governmental statutes, requirements or regulations making it
impractical to carry out such operations, Lessee shall have the right, from time
to time, to temporarily discontinue operations hereunder for a cumulative period
not to exceed three years. In each such event, Lessee shall, within 30 days of
expiration of each lease year in which such temporary discontinuance occurs,
notify Owner of the total period of each such discontinuance during such year.

C. Obligations During Suspension of Operations: During any suspension of

operations under either paragraph A or B of this Section 11, Lessee shall:
(i) continue to pay all property and other taxes, assessments and charges
payable by Lessee described in Section 8 as and when they become payable as
therein provided; (ii) comply with all requirements of this Lease relative to
maintaining the status and title of the Leased Premises in good standing; and
(iii1) continue to make payments to Owner as required under Section 5.
12. Notices

Any notice or communication required or permitted hereunder shall be
effective when personally delivered or shall be effective when addressed:

If to Owner: Assets and Land Management Department

University of Arizona

1628 East Helen
Tucson, Arizona 85719
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If to Lessee: Santa Fe Pacific Mining, Inc.
Box 27019
Albuquerque, New Mexico 87125
and deposited, postage prepaid, certified or registered, in the United States
mail. Either party may, by notice to the other given as aforesaid, change its

mailing address for future notices hereunder.

13. Binding Effect; Assignment

Subject only to the provisions of Section 18, the rights of either party
hereunder may be assigned in whole or in part and the provisions hereof shall
inure to the Benefit of and be binding upon its heirs, executors, administra-
tors, successors and assigns, but no change or divisions in the ownership of
the Leased Premises or payment hereunder, however accomplished, shall operate
to enlarge the obligations or diminish the rights of Lessee hereunder. No such
change or division in the ownership of the Leased Premises shall be binding
upon Lessee for any purpose until the first day of the month next succeeding
the month in which such person acquiring any interest shall furnish Lessee, at
the address set forth in Section 12, with the instrument or instruments, or
certified copies thereof, evidencing such change, transfer or division in
ownership.

14, Memorandum

The parties to this Lease agree to execute and record a memorandum or short
form of this Lease in a form sufficient to constitute record notice to third
parties of the rights granted hereunder, which may be recorded with the County
Clerk or Recorder of the county or counties in which the Leased Premises are

situated.
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15. Construction; No Implied Covenants

This Lease and the rights and obligations of the parties hereunder shall
be governed by the Taws of the state in which the Leased Premises are situated.
Section headings herein are for convenience only and shall not be considered a
part of this Lease nor used in its interpretation. A1l of the agreements and
understandings of Lessee and Owner with reference to the Leased Premises are
embodied in this Lease, which supersedes all prior agreements and understandings
between Lessee and Owner with reference to the Leased Premises. The compensa-
tion herein provided shall be deemed to be full payment to Owner for any damages
which may be caused to the Leased Premises by Lessee's operations hereunder so
long as Lessee conducts such operations in a reasonable and prudent manner
without negligence on the part of Lessee. No implied covenants or conditions
whatsoever shall be read into this Lease relating to the prospecting, developing
or mining of the Leased Premises or any operations of Lessee hereunder, or as
to the time therefor or measure of diligence thereof, it being expressly agreed
and understood that any operations conducted by Lessee upon the Leased Premises
shall be conducted at such time and in such manner as Lessee, in its sole
discretion, deems advisable, subject only to the express provisions of this
Lease.

16. Counterparts: Joiner

This Lease may be executed in any number of counterparts and any party
who executes a counterpart need not execute the same counterpart as any other
party. Each of such counterparts shall be deemed to be an original, all of
which counterparts together shall constitute one and the same Lease. Execution

hereof by the spouse of any Owner is with the intent and for the purpose of
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releasing and waiving any and all dower, homestead exemption, community property
rights and all other rights conferred upon or reserved to such spouse by the
laws of the state in which the spouse resides and by the laws of the state in
which the Leased Premises are situated, together with all rights which such
spouse has or hereafter obtains (while this Lease is in effect) in and to the
Leased Premises.

17. Compliance with Law

While conducting activities and operations on the Leased Premises, Lessee
shall comply with all applicable laws and regulations of all governmental
authorities with valid jurisdiction over the Leased Premises or Lessee's activi-
ties and operations on the Leased Premises.

18. Option to Purchase; Escrow

At any time during the term of this Lease, Lessee shall have the exclusive
right and option to purchase the Leased Premises by giving written notice there-
of to Owner in the manner hereinabove set forth. If Lessee elects to purchase
the Leased Premises, the total purchase price shall be the sum of Thirty-Two
Thousand Five Hundred Dollars ($32,500.00). The total purchase price shall
be reduced by all payments made to Owner under the provisions of Section 5 and
shall be further reduced by any applicable credits or deductions as provided in
Section 9. The total purchase price, less all such credits and deductions, is
hereinafter called the "net purchase price" and in the event Lessee exercises
its option to purchase, the net purchase price shall be payable fhrough escrow
upon delivery to Lessee of a Warranty Deed conveying to Lessee good and mer-
chantable title to the Leased Premises as evidenced by an Owner's Standard

Form Title Insurance Policy paid for by Owner and issued by a title insurance
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company authorized to issue title insurance policies in the state where the
Leased Premises are situated. Such policy shall insure Lessee's title thereto
in the amount of the total purchase price and shall be subject only to the
matters set forth in Exhibit A. Owner shall pay the cost of all applicable
state and federal stamp or deed taxes. Upon closing of the escrow, this Lease
shall terminate. Either party may elect at any time to establish an escrow for
collection and disbursement of funds payable under this Lease and for deposit
of appropriate deeds and releases. If such an escrow has not been established
prior to exercise by Lessee of its option to purchase, Lessee shall designate
and appoint a bank or title insurance company as escrow agent to receive and
distribute all payments and to deliver the deed to the Leased Premises. The
costs of any such collection, holding or closing escrow shall be borne one-half
by Lessee and one-half by Owner.

IN WITNESS WHEREOF, the Owner has executed this Mining Lease and Purchase

Option effective as of the date first above set forth.

OWNER:
THE UNIVERSITY OF ARIZONA
By
Its
(Tax ID # )
LESSEE:
SANTA FE PACIFIC MINING, INC.
By

Vice President
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SCHEDULE I

SCHEDULE I to Mining Lease and Purchase Option between

THE UNIVERSITY OF ARIZONA

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee").

Advance Royalty Payment Schedule (See Section 5.A.)

Lessee agrees to make payment to Owner of each of the following payments,
the due date of which occurs prior to termination of the Lease to which this

Schedule is attached.

Amounts of
Anniversary Dates of the Annual Advance
Execution of this Agreement Royalty Payment
1st anniversary $1,500.00
2nd anniversary $2,000.00
3rd anniversary $2,500.00
4th anniversary $3,000.00
5th anniversary $3,500.00
6th anniversary $5,000.00
7th anniversary $7,000.00
8th anniversary $7,000.00
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SCHEDULE II

SCHEDULE II to Mining Lease and Purchase Option between

THE UNIVERSITY OF ARIZONA

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee").

Production Royalty (See Section 5.B.)

In the event Lessee mines and markets Leased Substances from the Leased
Premises, Lessee shall pay to Owner, as a production royalty, 5% of the "Net
Returns" from the sale of Leased Substances so mined and marketed. "Net Returns",
as used herein, shall mean the total returns from the smelter or other purchaser
less:

(i) custom smelting costs, treatment charges and penalties,
including but without being limited to, metal losses,
penalties for impurities and charges for refining, sell-
ing and transportation from smelter to refinery and from
refinery to market: provided, however, in the case of
leaching operations, all processing and recovery costs
incurred by Lessee beyond the point at which the metal
being treated is in solution shall be considered as
treatment charges (it being agreed and understood, how-
ever, that such processing and recovery costs shall not
include the cost of mining, crushing, dump preparation,
distribution of Teach solutions or other mining and

preparation costs up to the point at which the metal
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goes into solution);
(ii) costs of transporting Leased Substances from the Leased
Premises to a concentrator or other place of treatment;

(iii) costs of transporting Leased Substances from the concen-

trator to a smelter or other place of treatment:; and

(iv) production taxes, severance taxes and sales, privilege
and other taxes measured by production or the value of
production.

Production royalty payments shall be made within 30 days after the end
of the calendar quarter and calculated on the Net Returns actually received
by Lessee during such calendar quarter. Net Returns for Leased Substances
processed at a smelter owned, operated or controlled by Lessee or treated on a
tol1l basis for Lessee shall be computed in the above manner, with deductions
for all charges and items of cost equivalent to the deductions set forth above.
With respect to any mill tailings or other residue remaining after processing
of Leased Substances, it is hereby agreed that Owner shall have no responsi-
bility for or interest in such tailings or residues, and Lessee is deemed to be
the owner of such materials and shall be responsible for disposal thereof in
any manner as it shall see fit; provided, however, that any tailings not removed
from the Leased Premises within one year from the date of termination of this

Lease shall become the property of Owner.

Initial for Identification




MEMORANDUM OF MINING LEASE AND PURCHASE OPTION

Under the terms of that certain Mining Lease and Purchase Option dated

effective as of the day of , 1988 by and between

THE UNIVERSITY OF ARIZONA

(therein and hereinafter referred to as "Owner", whether one or more) and

SANTA FE PACIFIC MINING, INC., a Kansas corporation

therein and hereinafter referred to as "Lessee"), Owner has granted, demised,
leased and let and does hereby grant, demise, lease and let unto Lessee that
property descrfbed in Exhibit A attached hereto and made a part hereof (the
"Leased Premises"), including without limitation all ores, mineralé and mineral
rights and together with all water and water rights in, upon and under the
Leased Premises, exclusively unto Lessee, its successors and assigns, with
the right and privilege to explore for, develop, mine (by open pit, strip,
underground, solution mining, or any other method, including any method here-
after developed), extract, mill, store, process, remove and market therefrom
all ores, minerals and materials of whatsoever nature or sort, together with
the sole and exclusive option to purchase the Leased Premises; all on the terms
and and conditions and subject to the payments to be made to Owner, as fully
set forth in the said Lease which Lease 1is by this reference incorporated
herein. Unless sooner terminated in the manner therein provided, the term of
the said Lease is for a period of 8 years commencing on the effective date
thereof and continuing for as long thereafter as mining, development or pro-
cessing operations are being conducted thereunder or the Lease term is extended
pursuant to the force majeure and suspensions of operations provisions thereof,

all as more fully set forth in the Lease. Copies of the said Lease are in the



possession of Owner c/o Assets and Land Management Department of The University

of Arizona, 1628 E. Helen, Tucson, Arizona 85719, and in the possession of

Lessee c/o Santa Fe Pacific Mining, Inc., Box 27019, Albuquerque, New Mexico

87125.

IN WITNESS WHEREOF, this Memorandum of Mining Lease and Purchase Option

has been executed effective as of the date first above set forth.

OWNER :

THE UNIVERSITY OF ARIZONA

Its

LESSEE:

SANTA FE PACIFIC MINING, INC.

By:

Vice President



STATE OF ARIZONA )

58
COUNTY OF )

The foregoing instrument was acknowledged before me this day of

, 1988 by ,

of THE UNIVERSITY OF ARIZONA

Witness my hand and official seal.

Notary Public

My Commission Expires:

STATE OF NEW MEXICO )
) SS.
COUNTY OF BERNALILLO )

The foregoing instrument was acknowledged before me this day

of , 1988 by 5

Vice President of SANTA FE PACIFIC MINING, INC., a Kansas corporation, on behalf

of said corporation.

Notary Public

My Commission Expires:




EXHIBIT A

EXHIBIT A to Mining Lease and Purchase Option by and between

THE UNIVERSITY OF ARIZONA

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee") and pertaining to the following described real property situated

in Cochise County, State of Arizona .

The SUNSET. Patented Mining Claim located in parts of Section 14 and 15,
Township 20 South, Range 22 East, GSRM; identified by the Surveyor General as
Mineral Survey #159 and patented January 15, 1883 - General Land Office Patent

#7029 containing 12.27 acres, more or less.

SUBJECT TO:
1. Taxes, if any, which may constitute a lien, but which are
not yet due and payable; and
2. Rights-of-way, if any, for roads, telephone and telegraph
lines and pipelines of record in the office of the Clerk
or Recorder of the county in which the above described

property is situated; and

3. Reservations contained in the United States Patents thereto.
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STATE OF ARIZONA )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this ___day of
, 1988 by 5

of THE UNIVERSITY OF ARIZONA

Witness my hand and official seal.

Notary Public

My Commission Expires:

STATE OF NEW MEXICO )

SS.
COUNTY OF BERNALILLO )
The foregoing instrument was acknowledged before me this ___ day
of , 1988 by >

Vice President of SANTA FE PACIFIC MINING, INC., a Kansas corporation, on behalf

of said corporation.

Notary Public

My Commission Expires:




February 26, 1988

Re: Sunset Patented Mining Claim
Tombstone Area
Cochise County, Arizona

Mr. Leon Goodman

Assets and Land Management Repartment

University of Arizona

1628 East Helen o

Tucson, Arizona 85719 Mo wilis (Zog) 68/ =713 ]

Dear Mr., Goodman:

In recent telephone conversation with Mr. Mico Willis, I was told
to direct this request to your attention.

Santa Fe Pacific Mining, Inc. is interested in exploring for precious
metals an area in Cochise County, Arizona near the town of Tombstone. In
this area it appears The University of Arizona owns the "Sunset" patented
Mining Claim (MS 159) lying in Sections 14 and 15, Tewnship 20 South,
Range 22 Fast, GSRM and containing 12.27 acres, more or less.

We would like to include the Sunset claim with other properties we
have and are attempting to lease in the area as part of our exploration
program.

To this end, enclosed for your consideration 1is a proposed Mining
l.Lease along the following basic terms:

Term: 10 years and as long thereafter as any mining,
development or processing is being conducted
(as more fully set out in the lease).

Royalty: 49 net returns

Advance

Royalty: Initially for first two years: $500.00
2nd through 5th anniversaries: 250.00/year
6th anniversay and thereafter 500.0N0/year

Alternately, we would propose a Mining Lease with option to purchase.
The form of this lease is the same as our straight lease with an added
provision allowing Santa Fe an option to purchase the property at any time
during the term of the lease. Total purchase price would be $6,500.00
toward which all advance and production royalty payments would apply.




Mr. Leon Goodman
February 26, 1988
Page ?

Under a Mining Lease and Purchase Option we would be willing to pay
advance royalties along the following schedule:

Initially for first two years: $§ 500.00

2nd through 5th anniversaries: 400.00/year

Ath through 9th anniversaries: AN0.00/year

10th anniversary 2.000,00
Total $6,550.00"

Fnclosed is a Mining Lease with Purchase Option prepared along these
terms.

Mso enclosed is our collection draft in payment of the initial
$500.00 advance royalty under either proposal.

If our offer is acceptable please have the Mining Lease (or Mining
Lease with Purchase Option) and accompanying Memorandum of Lease executed
in duplicate on behalf of the University and return through your bank
with the collection draft. Upon receipt we will pay the draft. have both
originals executed on behalf of Santa Fe, and return one original set of
lLease and Memorandum for your records.

Thank you for your consideration and if you have any questions or
wish to discuss this, please let me know.

Very truly yours,

T. M. Roesch
Landman

TMR : ph

Enclosures



MINING LEASE

THIS LEASE is made effective as of the _ day of , 1988

by and between THE UNIVERSITY OF ARIZONA

(hereinafter designated as "Owner", whether one or more), and SANTA FE PACIFIC

MINING, INC., a Kansas corporation (hereinafter designated as "Lessee"):

WITNESSETH:

WHEREAS, ﬁessee wishes to acquire from Owner, and Owner wishes to grant to
Lessee, a mining lease of the "Leased Premises" (hereinafter defined) pursuant
to which Lessee shall have the exclusive right to explore, develop and mine the
" eased Premises", all on the terms and conditions hereinafter set forth:

NOW, THEREFORE, for a valuable consideration paid to Owner by Lessee, the
receipt and sufficiency of which is hereby acknowledged, and in consideration
of the covenants hereinafter set forth, Owner and Lessee agree as follows:

1+ The "Leased Premises"

The Leased Premises shall mean all of the property and interest in property
described in Exhibit A attached hereto and made a part hereof (whether consisting
of patented mining claims or other real property, or any combination thereof)
together with all of the ores, minerals and materials thereon and thereunder, and
all right, title and interest of Owner in and to the surface of said property,
and all water, water rights, easements and rights-of-way now and hereafter owned
or held by Owner in, upon or under the said property or in any way pertaining

thereto.
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2. Warranties and Representations

Owner represents and warrants to Lessee: (i) that subject to the matters
specifically set forth in Exhibit A, Owner owns and has the exclusive possession
of the Leased Premises; and (ii) that Owner has the full right, power, and
capacity to enter into this Lease upon the terms set forth herein.

3. Term

Unless sooner terminated as hereinafter provided, the term of this Lease shall
be for a period of 10 years commencing on the effective date hereof and for a
continuing term :as long thereafter as any mining, development or processing is
being conducted hereunder on a continuous basis. For purposes of this Section 3,
such operations shall be deemed as being conducted on a continuous basis unless
and until, and after the end of the initial term, a period of 365 consecutive
days elapses during which no mining or development or processing is conducted;
excluding, however, periods of force majeure and suspensions of operations due to
economic causes, both hereinafter defined. The term "“development" shall mean
work or construction in preparation for mining or processing a proven or possible
reserve, including further development drilling of such a reserve, but excluding
exploration drilling. Unless otherwise specified, all references to the "term"
of this Lease shall mean and include both the initial term and the continuing
term.
4. Grant

Owner hereby grants, demises, leases and lets the Leased Premises exclusive-
1y unto the Lessee, its successors and assigns, with the exclusive right and
privilege to explore for, develop, mine (by open pit, strip, underground, solution

mining or any other method, including any method hereafter developed), extract,



mill, store, remove and market therefrom all ores, minerals and materials of
whatsoever nature or sort (herein designated as "Leased Substances") and to
use and consume so much of the surface thereof as may be necessary, useful or
convenient for the full enjoyment of all of the rights herein granted. Lessee
is hereby further granted the exclusive right to construct and use structures,
facilities, equipment roadways, railroads and haulageways, and all other appur-
tenances (herein called "Production Facilities") installed on the Leased Premises
for the purpose of producing, removing, treating or transporting metals, ores,
minerals or materials from the Leased Premises or from adjoining or nearby
property owned or controlled by Lessee, and the right to mine and remove Leased
Substances from the Leased Premises through or by means of shafts, openings or
pits which may be made in or upon adjoining or nearby property. For an additional
consideration of One Thousand Dollars ($1,000.00) the right to use said Production
Facilities will continue after the expiration of this Lease for so long as use of
the Production Facilities is required by Lessee in connection with operations on
said adjoining or nearby property. Lessee's operations hereunder and in its
mining of adjoining or nearby lands may be conducted upon the Leased Premises or
upon such other lands as a single mining operation, to tﬁe extent as if the
Leased Premises and all such other properties constituted a single tract of land.
After Leased Substances from the Leased Premises have been sampled and weighed or
measured by volumetric survey, truck factors, or any other manner as will permit
the computation of royalty to be paid hereunder, Lessee may mix the same with
ores, materials or products from other lands. Lessee shall have the right, at
any time during the term hereof, to stockpile any material mined or produced from

the Leased Premises at such place or places as Lessee may elect, either upon the




Leased Premises or upon any other lands owned or controlled by Lessee. The
rights of Owner in and to any such material stockpiled on other lands shall not
be divested by the removal thereof from the Leased Premises, but shall be the
same in all respects as though such materials had been stockpiled on the Leased
Premises. If such other lands are not owned by Lessee, Lessee shall obtain from
the owners thereof a properly executed instrument under which the owners of the
other lands agree to recognize the interest of Owner in materials stockpiled on
such other lands. The stockpiling of materials from the Leased Premises on other
lands shall not be deemed a removal or shipment thereof requiring payment of
royalty thereon. Lessee shall have the further right, at any time during the
term hereof, to stockpile on the Leased Premises any ore or material mined or
produced by Lessee or its affiliate companies from other Tands. Owner agrees to
recognize the rights and interests of others in such ores and materials stockpiled
on the Leased Premises and to permit the removal thereof by Lessee at any time
during the term of this Lease, or by the owners thereof for a reasonable time
after termination of this Lease, all without liability or expense to Owner. All
stockpiles on the Leased Premises shall be placed so as not to interfere with
mining operations on the Leased Premises. Waste, overburden, surface stripping
and other materials from the Leased Premises may be deposited off the Leased
Premises and may be deposited on the Leased Premises only if the same will not
interfere with mining operations on the Leased Premises.

5 Payments to Owner

A. Advance Royalty: On the date of execution of this Lease by Lessee and

Owner, Lessee shall pay to Owner the sum of Five Hundred Dollars ($500.00)




as advance royalty for the initial year. As to the payments set forth in Schedule
I attached hereto and made a part hereof, Lessee agrees to make each such payment
to Owner, the due date of which occurs prior to termination of this Lease: it
being expressly understood that should this Lease be terminated, Lessee shall
have no obligation to make any of the payments, the due dates of which occur after
such termination. Each sum of advance royalty paid shall be applied against and
reduce the amount of any production royalty payments thereafter payable to Owner
pursuant to paragraph B of this Section 5; whether accruing to Owner in the same
year or in any year thereafter.

B. Production Royalty: 1In the event Lessee mines and markets Leased Sub-

stances from the Leased Premises, Lessee shall pay to Owner a production royalty
as set forth in Schedule II attached hereto and made a part hereof.

C. Weights and Analyses: Lessee shall measure ore, weigh other product and

take and analyze samples thereof in accordance with sound mining and metallurgical
practice, and keep accurate records thereof as a basis for computing royalty
payments, which records shall be available for inspection by Owner in accordance
with Section 6.

D. Method of Payment: All payments required to be made by Lessee to Owner

may be made in currency, or by draft or by check, at the option of Lessee, and
said payments may be mailed or delivered to Owner at the address specified in

Section 12, or to Owner's credit in the :

which bank and its successors shall continue as the depository for said payments
regardless of changes in the ownership of the Leased Premises. Upon making any
payment as described above, Lessee shall be relieved of any responsibility for

the distribution of such payment to Owner or Owner's successors in interest. The



delivery or the deposit in the mail of any payment hereunder on or before the due
date thereof shall be deemed timely payment hereunder.

E. Adverse Claims: Disputes: In case of any suit, adverse claim, dispute

or question as to the ownership of the Leased Premises or concerning advance or
production royalties or any interest therein payable under this Lease, Lessee
shall not be deemed to be in default in payment thereof until final disposition of
such suit, claim, dispute or question, and Lessee may withhold payments due Owner
hereunder with respect to the portion of the Leased Premises invé]ved in such
dispute and deposit the same in an interest-bearing account until there 1is a
final adjudication or other determination of such dispute. Lessee shall make
such payments, together with any interest earned thereon, within 30 days after
being furnished with the original or certified copies of instruments disposing of
such suit, claim or dispute in Owner's favor, or after delivery to Lessee of
proof sufficient in Lessee's opinion to settle such question in Owner's favor.
6. Inspection

Owner, or its authorized agents, at Owner's risk and expense, may enter
upon the Leased Premises to inspect the same at such times and upon such notice
to Lessee as shall not unreasonably or unnecessarily hinder or interrupt the
operations of Lessee. Owner, or its authorized agents, shall have the right to
inspect the accounts and records used in calculating production royalty paid to
Owner hereunder, which right may be exercised as to each quarterly payment of
production royalty, at any reasonable time during a period of one year from and
after the date on which the quarterly payment of production royalty was paid by
Lessee. Owner agrees to treat all information received hereunder as confidential

and hereby covenants and agrees that it shall not, without having first obtained




the written consent of Lessee as to the form and content, disclose any information
it may obtain hereunder nor issue any press release concerning operations on the
Leased Premises.

s Conduct of Operations: Protection from Liens

Lessee agrees to comply with valid and applicable local, state and federal
laws and regulations governing its operations hereunder. Lessee shall pay all
expenses incurred by it in its operations on the Leased Premises and shall allow
no liens arising from any act of Lessee to remain upon the interest of Owner in
and to the Leased Premises: provided, however, that if Lessee, in good faith,
disputes the validity or amount of any claim, lien or liability asserted against
it with respect to the Leased Premises, it shall not be required to pay or
discharge the same until the amount and validity thereof have been finally
determined. If authorized by applicable statute, Owner may post a notice of
non-liability and Lessee shall keep such notice posted during the term of this
Lease. Lessee shall carry workman's compensation or industrial insurance coverage
to the extent required by the laws of the state in which the Leased Premises are
situated.

8. Taxes

Lessee shall pay all taxes, assessments and other governmental charges
imposed upon the Leased Premises and upon any equipment and improvements placed
by it thereon for the periods that this Lease is in effect. Owner agrees to
promptly transmit to Lessee all notices pertaining to such taxes, assessments and
charges which Owner may receive. If this Lease is terminated, such taxes shall
be prorated between Lessee and Owner for the tax year in which such termination

occurs. Lessee shall have the right to contest, in the courts or otherwise, in



its own name or in the name of Owner, the validity or amount of any such taxes or
assessments if it deems the same unlawful, unjust, unequal or excessive, or to
take such steps or proceedings as it may deem necessary to secure a cancellation,
reduction, re-adjustment or equalization thereof before it shall be required to
pay the same, but in no event shall Lessee permit or allow title to the Leased
Premises to be lost as the result of non-payment of any taxes, assessments or
other such charges. Lessee shall not be liable for any taxes levied or measured
by income or taxes applicable to Owner based upon advance or production payments
to Owner under this Lease.

9. Title Matters

A. Title Documents: Upon written request of Lessee at any time during the

term hereof, Owner shall promptly deliver to Lessee all abstracts of title to and
copies of all title documents affecting the Leased Premises which Owner has in
its possession, together with copies of all plats and field notes of surveys of
the Leased Premises which Owner has in its possession.

B. Title Defects, Defense and Protection: If (i) in the opinion of Lessee's

counsel, Owner's title to any of the Leased Premises is defective or less than as
represented in Section 2, or (ii) Owner's title is contested or questioned by
any person, entity or governmental agency, and if Owner is unable or unwilling
to promptly correct the defects or alleged defects in title, Lessee may attempt,
with all reasonable dispatch, to perfect, defend, or initiate litigation to
protect Owner's title. In that event, Owner shall execute all documents and
shall take such other actions as are reasonably necessary to assist Lessee in its
efforts to perfect, defend or protect Owner's title. If the title is less than

as represented in Section 2, then (and only then) the costs and expenses of




perfecting, defending or correcting title (including, but without being limited
to, the cost of attorneys' fees and the costs of releasing or satisfying any
mortgages, liens and encumbrances) shall be a credit against payments thereafter
to be made to Owner under the provisions of Section 5 and Schedule I, unless the
encumbrance or dispute arises from Lessee's failure to perform its obligations
hereunder (in which case such costs shall be borne by Lessee).

C. Lesser Interest Provision: If Owner owns less than the entire and

undivided title and interest in and to the Leased Premises, then the rentals and
royalties herein :provided shall be proportionately reduced and paid to Owner
only in the proportion which Owner's interest bears to the entire undivided title
and interest in and to the Leased Premises.

D. General: Nothing herein contained and no notice or action which may
be taken under this Section 9 shall 1limit or detract from Lessee's right to
terminate this Lease in the manner provided in Section 10.B.

10. Termination: Removal of Property

A. Termination by Owner: In the event of any default by Lessee in the

performance of its obligations hereunder, Owner shall give to Lessee written
notice specifying the default. If the default is not cured within 30 days after
Lessee has received the notice, or if Lessee has not within that time begun
action to cure the default and does not thereafter diligently prosecute such
action to completion, Owner may terminate this Lease by delivering to Lessee
written notice of such termination, subject to Lessee's right to remove its
property and equipment from the Leased Premises, as hereinafter provided. Owner
shall have no right to terminate this Lease except as set forth in this Section

10.A.




B. Termination by Lessee: Lessee may at any time execute and deliver to

Owner, or place of record, a release or releases covering all or any portion or
portions of the Leased Premises and thereby surrender this Lease as to all or
such portion or portions and terminate from and after the date of release and
surrender all obligations as to the acreage surrendered except rental and/or
royalty obligations accrued as of the day of the release.

C. Removal of Property: Upon any termination or expiration of this Lease,

Lessee shall have a period of one year from and after the effective date of
termination in which to remove from the Leased Premises all of its machinery,
buildings, structures, facilities, equipment and other property of every nature
and description erected, placed or situated thereon, except supports placed in
shafts, drifts or openings in the Leased Premises. Any property of Lessee not
so removed at the end of said one year shall become the property of Owner.

D. Obligations of Lessee Upon Termination: If this Lease is terminated,

or if this Lease expires, Lessee shall:

(1) upon written request given by Owner within 30 days of such
termination or expiration, furnish to Owner, within a rea-
sonable time thereafter, copies of all available non-inter-
pretive exploration data pertaining to the Leased Premises
and prepared by or for Lessee and permit Owner, at Owner's
expense, to pick up any available core from the Leased
Premises; provided, however, that Lessee shall in no event
be 1iable to Owner for the loss of any core from the

Leased Premises;
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(i1) execute and deliver to Owner a release and surrender of
this Lease and all of Lessee's interests in the Leased
Premises, the same to be in a recordable form; and

(iii) comply with all valid and applicable local, state or
federal regulations as such relate to surface reclama-
tion.

11. Suspension of Operations

A. Force Majeure: Lessee shall not be liable for failure to perform any of

its obligations hereunder during periods in which performance is prevented by any
cause reasonably beyond Lessee's control, which causes hereinafter are called
“"force majeure". For purposes of this Lease, the term "force majeure" shall
include acts of God, fire, flood, undue shortage of power, strikes, insurrections
or mob violence, requirements or regulations of government and other causes of a
similar nature which are beyond the control of Lessee. Lessee shall notify Owner
of the date of commencement and cause of each period of force majeure and shall
also notify Owner of the time of removal of such cause.

B. Suspensions Due to Economic Causes: If at any time during the term

hereof and after expiration of the initial 10-year portion of such term, mining,
developing and processing operations are determined by Lessee to be uneconomic
due to wunavailability of a suitable market for Leased Substances, prevailing
costs of mining, developing or processing with respect to prices available
for Leased Substances, unavailability of equipment or of competent 1labor, or
imposition of governmental statutes, requirements or regulations making it
impractical to carry out such operations, Lessee shall have the right, from time

to time, to temporarily discontinue operations hereunder for a cumulative period
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not to exceed three years. In each such event, Lessee shall, within 30 days of
expiration of each lease year in which such temporary discontinuance occurs,
notify Owner of the total period of each such discontinuance during such year.

C. Obligations During Suspension of Operations: During any suspension of

operations under either paragraph A or B of this Section 11, Lessee shall:
(i) continue to pay all property and other taxes, assessments and charges payable
by Lessee described in Section 8 as and when they become payable as therein
provided; (ii) comply with all requirements of this Lease relative to maintaining
the status and: title of the Leased Premises in good standing: and (iii) continue
to make payments to Owner as required under Section 5.
12. Notices
Any notice or communication required or permitted hereunder shall be
effective when personally delivered or shall be effective when addressed:
If to Owner: Assets and Land Management Department
University of Arizona
1628 East Helen
Tuscon, Arizona 85719
If to Lessee: Santa Fe Pacific Mining, Inc.
Box 27019
Albuquerque, New Mexico 87125
and deposited, postage prepaid, certified or registered, in the United States
mail. Either party may, by notice to the other given as aforesaid, change its

mailing address for future notices hereunder.

13. Binding Effect:; Assignment

The rights of either party hereunder may be assigned in whole or in part and
the provisions hereof shall inure to the benefit of and be binding upon its heirs,

executors, administrators, successors and assigns, but no change or divisions in
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the ownership of the Leased Premises or payment hereunder, however accomplished,
shall operate to enlarge the obligations or diminish the rights of Lessee here-
under., No such change or division in the ownership of the Leased Premises shall
be binding upon Lessee for any purpose until the first day of the month next
succeeding the month in which such person acquiring any interest shall furnish
Lessee, at the address set forth in Section 12, with the instrument or instru-
ments, or certified copies thereof, evidencing such change, transfer or division
in ownership.
14.  Memorandum

The parties to this Lease agree to execute and record a memorandum or short
form of this Lease in a form sufficient to constitute record notice to third
parties of the rights granted hereunder, which may be recorded with the County
Clerk or Recorder of the county or counties in which the Leased Premises are
situated.

15. Construction: No Implied Covenants

This Lease and the rights and obligations of the parties hereunder shall be
governed by the laws of the state in which the Leased Premises are situated.
Section headings herein are for convenience only and shall not be considered a
part of this Lease nor used in its interpretation. All of the agreements and
understandings of Lessee and Owner with reference to the Leased Premises are
embodied in this Lease, which supersedes all prior agreements and understandings
between Lessee and Owner with reference to the Leased Premises. The compensation
herein provided shall be deemed to be full payment to Owner for any damages which
may be caused to the Leased Premises by Lessee's operations hereunder so long

as Lessee conducts such operations in a reasonable and prudent manner without

= 13 =



negligence on the part of Lessee. No implied covenants or conditions whatsoever
shall be read into this Lease relating to the prospecting, developing or mining
of the Leased Premises or any operations of Lessee hereunder, or as to the time
therefor or measure of diligence thereof, it being expressly agreed and under-
stood that any operations conducted by Lessee upon the Leased Premises shall be
conducted at such time and in such manner as Lessee, in its sole discretion, deems
advisable, subject only to the express provisions of this Lease.

16. Counterparts; Joiner

This Lease may be executed in any number of counterparts and any party
who executes a counterpart need not execute the same counterpart as any other
party. Each of such counterparts shall be deemed to be an original, all of which
counterparts together shall constitute one and the same Lease. Execution hereof
by the spouse of any Owner is with the intent and for the purpose of releasing
and waiving any and all dower, homestead exemption, community property rights and
all other rights conferred upon or reserved to such spouse by the laws of the
state in which the spouse resides and by the laws of the state in which the
Leased Premises are situated, together with all rights which such spouse has or
hereafter obtains (while this Lease is in effect) in and to the Leased Premises.

17. Compliance with Law

While conducting activities and operations on the Leased Premises, Lessee
shall comply with all applicable laws and regulations of all governmental
authorities with valid jurisdiction over the Leased Premises or Lessee's activi-

ties and operations on the Leased Premises.

- 14 -



IN WITNESS WHEREOF, the Owner has executed this Mining Lease effective as of

the date first above set forth.

OWNER:
THE UNIVERSITY OF ARIZONA.

By

LESSEE:

SANTA FE PACIFIC MINING, INC.

By

Vice President

- 18 -



STATE OF ARIZONA )

) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this _____ day of
, 1988 by .

of THE UNIVERSITY OF ARIZONA

Witness my hand and official seal,

Notary Public

My Commission Expires:

STATE OF NEW MEXICO )

88,
COUNTY OF BERNALILLO )
The foregoing instrument was acknowledged before me this day
of , 1988 by >

Vice President of SANTA FE PACIFIC MINING, INC., a Kansas corporation, on behalf

of said corporation.

Notary Public

My Commission Expires:




EXHIBIT A

EXHIBIT A to Mining Lease by and between

THE UNIVERSITY OF ARIZONA

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee") and pertaining to the following described real property situated

in Cochise County, State of Arizona

The SUNSET Patented Mining Claim located in parts of Section 14 and 15,
Township 20 South, Range 22 East, GSRM; identified by the Surveyor General as
Mineral Survey #159 and patented January 15, 1883 - General Land Office Patent

#7029; containing 12.27 acres, more or less.

SUBJECT TO:
1. Taxes, if any, which may constitute a lien, but which are
not yet due and payable: and
2. Rights-of-way, if any, for roads, telephone and telegraph
lines and pipelines of record in the office of the Clerk
or Recorder of the county in which the above described
property is situated: and

3. Reservations contained in the United States Patents thereto.

Initial for Identification




SCHEDULE 1

SCHEDULE I to Mining Lease between

THE UNIVERSITY OF ARIZONA

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee").

Advance Royalty Payment Schedule (See Section 5.A.)

Lessee agrees to make payment to Owner of each of the following payments,
the due date of which occurs prior to termination of the Lease to which this

Schedule is aftached.

Amounts of
Anniversary Dates of the Annual Advance
Execution of this Agreement Royalty Payment
2nd through 5th anniversary $250.00/year
6th anniversary and thereafter $500.00/year

Initial for Identification




MEMORANDUM OF MINING LEASE

Under the terms of that certain Mining Lease dated effective as of the

___day of , 1988 by and between THE UNIVERSITY OF
ARTZONA

(therein and hereinafter referred to as "Owner", whether one or more) and

SANTA FE PACIFIC MINING, INC., a Kansas corporation

therein and hereinafter referred to as "Lessee"), Owner has granted, demised,
leased and let and does hereby grant, demise, lease and Tlet unto Lessee that
property descr%bed in Exhibit A attached hereto and made a part hereof (the
"Leased Premises"), including without Timitation all ores, minerals and mineral
rights and together with all water and water rights in, upon and under the
Leased Premises, exclusively unto Lessee, its successors and assigns, with
the right and privilege to explore for, develop, mine (by open pit, strip,
underground, solution mining, or any other method, including any method hereafter
developed), extract, mill, store, process, remove and market therefrom all ores,
minerals and materials of whatsoever nature or sort: all on the terms and
conditions and subject to the payments to be made to Owner, as fully set forth
in the said Lease which Lease is by this reference incorporated herein. Unless
sooner terminated in the manner therein provided, the term of the said Lease is
for a period of 10 years commencing on the effective date thereof and continuing
for as long thereafter as mining, development or processing operations are being
conducted thereunder or the Lease term is extended pursuant to the force majeure
and suspensions of operations provisions thereof, all as more fully set forth

in the Lease. Copies of the said Lease are in the possession of Owner c/o




ASSETS AND LAND MANAGEMENT DEPARTMENT OF THE UNIVERSITY OF ARIZONA

1628 E. HELEN, TUSCON, AIROZONA 85719

94103 and in the possession of Lessee c/o SANTA FE PACIFIC MINING, INC.

Box 27019, Albuquerque, New Mexico 87125

IN WITNESS WHEREOF, this Memorandum of Mining Lease has been executed

effective as of the date first above set forth.

OWNER:
UNIVERSITY OF ARIZONA

By

LESSEE:

SANTA FE PACIFIC MINING, INC.

By:

Vice President



STATE OF ARTIZONA )

) ss.
COUNTY OF )

The foregoing instrument was acknowledged before me this day of

, 1988 by "

of THE UNIVERSITY OF ARIZONA

Witness my hand and official seal.

Notary PubTic

My Commission Expires:

STATE OF NEW MEXICO )
) SS.
COUNTY OF BERNALILLO )

The foregoing instrument was acknowledged before me this day

of , 1988 by ;

Vice President of SANTA FE PACIFIC MINING, INC., a Kansas corporation, on behalf

of said corporation.

Notary PubTic

My Commission Expires:




EXHIBIT A

EXHIBIT A to Mining Lease by and between

THE UNIVERSITY OF ARIZONA

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee") and pertaining to the following described real property situated

in Cochise County, State of Arizona

The SUNSET Patented Mining Claim located in parts of Section 14 and 15,
Township 20 South, Range 22 East, GSRM: identified by the Surveyor General as
Mineral Survey #159 and patented January 15, 1883 - General Land Office Patent

#7029; containing 12.27 acres, more or less.

SUBJECT TO:
1. Taxes, if any, which may constitute a lien, but which are
not yet due and payable: and
2. Rights-of-way, if any, for roads, telephone and telegraph
lines and pipelines of record in the office of the Clerk
or Recorder of the county in which the above described
property is situated; and

3. Reservations contained in the United States Patents thereto.

Initial for Identification



Santa Fe Pacific Mining, Inc.

6200 Uptown Blvd. NE, Suite 400
Box 27019

‘ Albuquerque, New Mexico 87125
505/881-3050

February 5, 1988

‘I' Re:

Tombstone Area
Cochise County, Arizona

. Arizona Board of Regents
c/o H. T. Lucas - Land Agent
University of Arizona
Tucson, Arizona 85705

Gentlemen:

Our exploration group has an area they are interested in exploring
for precious metals near the town of Tombstone, Arizona.

From a check of the records, it appears you own the "Sunset" patented
mining claim (MS-159) in Sections 14 and 15, Township 20 South, Range 22
East.

. I would be interested in talking with you about a Mining Lease on

the property. Would you please call me at your convenience to discuss
this. Please call me collect at (505) 881-3050.

Thank you for your consideration.

Very truly yours,

Zq /é’chL

T. M. Roesch
Landman

. TMR: fy

Santa Fe Pacific Minerals Corporation

: Box 27019
Albuquerque, New Mexico 87125
(505) 881-3050

Thomas M. Roesch
Staff Landman

. A Santa Fe Southern Pacific Company

A Santa Fe Southern Pacific Company
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’/Oj [l s P vaiving any and all dower, homestead exemption, community property
& i e
/;j other rights conferred upon or reserved to such spouse by the
ate in which the spouse resides and by the laws of the state in
‘ which the Leased Premises are situated, together with all rights which such

spouse has or hereafter obtains (while this Lease is in effect) in and to the
Leased Premises.

. 17. Compliance with Law

While conducting activities and operations on the Leased Premises, Lessee
shall comply with all applicable laws and regulations of all governmental
authorities with valid jurisdiction over the Leased Premises or Lessee's activi-
ties and operations on the Leased Premises.

18. Option to Purchase; Escrow

At any time during the term of this Lease, Lessee shall have the exclusive
right and option to purchase the Leased Premises by giving written notice
thereof to Owner in the manner hereinabove set forth. If Lessee elects to
d‘ 0 purchase the Leased Premises, the total purchase price shall be the sum of
\ l Eix Thousand Five Hundred Dollars ($6,500.06)_] The total purchase price shall

< be reduced by all payments made to Owner under the provisions of Section 5 and
shall be further reduced by any applicable credits or deductions as provided

‘ in Section 9. The total purchase price, less all such credits and deductions,
is hereinafter called the "net purchase price" and in the event Lessee exercises

its option to purchase, the net purchase price shall be payable through escrow

. upon delivery to Lessee of a Warranty Deed conveying to Lessee good and
merchantable title to the Leased Premises as evidenced by an Owner's Standard

Form Title Insurance Policy paid for by Owner and issued by a title insurance

- 15 -



SCHEDULE I

SCHEDULE I to Mining Lease and Purchase Option between

THE UNIVERSITY OF ARIZONA

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee").

Advance Royalty Payment Schedule (See Section 5.A.)

Lessee agrees to make payment to Owner of each of the following payments,

the due date of which occurs prior to termination of the Lease to which this

Schedule 1is atfached.

Anniversary Dates of the
Execution of this Agreement

/ST
Z2nd anniversary through 5th anniversary

6th anniversary through—-9th—anniversary-

Vth

H0th anniversary
Q71 v

(&

7 74 i
Jo T

Amounts of
Annual Advance
Royalty Payment

509.00

$ -400-00/year
/C0o.0 0

$ 600-00/year
{foo.oo

$2-000-.00-
9/090

%000

5; oo

Initial for Identification




SCHEDULE 11

SCHEDULE II to Mining Lease and Purchase Option between

THE UNIVERSITY OF ARIZONA

(as "Owner") and SANTA FE PACIFIC MINING, INC.

(as "Lessee").

Production Royalty (See Section 5.B.)

i

v

In the event Lessee mines and markets Leased Substances from fﬁe Leased
Premises, Lessee shall pay to Owner, as a production royalty, 4% of the "Net
Returns" from the sale of Leased Substances so mined and marketed. "Net Returns",
as used herein, shall mean the total returns from the smelter or other purchaser
less:

(i) custom smelting costs, treatment charges and penalties,
including but without being Timited to, metal losses,
penalties for impurities and charges for refining, sell-
ing and transportation from smelter to refinery and from
refinery to market: provided, however, in the case of
leaching operations, all processing and recovery costs
incurred by Lessee beyond the point at which the metal
being treated is in solution shall be considered as
treatment charges (it being agreed and understood, how-
ever, that such processing and recovery costs shall not
include the cost of mining, crushing, dump preparation,
distribution of leach solutions or other mining and

preparation costs up to the point at which the metal

2 of 2
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SF Santa Fe Pacific Mining, Inc.

P A SANTA FE SOUTHERN PACIFIC INDUSTRIES COMPANY N

10

1223

COLLECT DIRECTLY THROUGH First Mational Lank in Albuqguergue

Eg (:Attl".. Moel .ﬂ.c}:ne) & A]buquerque’ New MeXiCO
< 5

[} i . i :
g o - 4o - Days After Sight and Subject to Approval of Title
wn o Paytothe ) ) . . .
r o Order of The University of Arizonad $ 500.00
w oD
Eg Tive i ni'e' and No 100 —ommmmmmmmmm——————mmEmme s S m eSS S S s e TR T
E‘E Five liundred and No/100 DOLLARS
n e - e . e s » WITH EXCHANGE
8-5 Consideration for Mining Leuse - CGUMSETY Patent - Cocnise County, AT1ZONd

§ TN

To: Saita Fe pacific Mining, Inc. (Attn. D.B. Trubca, /A:‘ /,._,// <;;;‘/<
> .

box 27019

Thomas M. Poesch
Albuqueraue, N. M. 87125
DETACH BEFORE PRESENTING FOR PAYMENT )
County
State
Gross Acres
Net Acres
AFE No.

RECEIVED ORIGINAL AS PAYMENT
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