Mining Lease - With Option to Purchase
Diatomaceous Earth Mining Rights
Known as Diatom Hill

This Mining Lease with option to purchase is made _______________, 2011 between American Diatomite Inc., (A Nevada Corporation) 2533, North Carson Street, City of Carson City, County of Washoe, State of Nevada 89706, herein referred to as lessor and ___________________________________ herein referred to as lessee.

IN CONSIDERATION of the mutual agreements set forth hereinafter, the parties agree as follows:

          1-Mineral Property Leased: For and in consideration of US Two Hundred Fifty Thousand Dollars ($250,000.00) paid to Lessor by Lessee, the receipt and sufficiency of which are hereby acknowledged by the Lessor, and the mutual covenants, and agreements set forth herein, Lessor hereby grants and leases exclusively unto Lessee all mineral rights in, under and appurtenant to the lands described as the Premises below (all of which materials, minerals and deposits are called the "Subject Minerals"). The Subject Minerals are leased, as above, together with all interests hereafter acquired by or for Lessee in the Premises.  The following described premises is located in the Rock Hill Mining District, County of Esmeralda, State of Nevada (See Exhibit 1 attached).  Mineral Claims are unpatented. Two mineral claims located on the outer fringes of claim block are under dispute and may be removed from the sale. 

2- TERM of Lease: Lessee shall hold the leased premises for the purpose of mining all kinds of minerals and ores for a period of 15 years, from this initial date of ____________, 2011 unless this lease is sooner terminated or re-negotiated under any interest hereunder, and lessee shall have the right to sublet the whole or any part of the leased premises. All lease assignees shall be bound by this lease agreement unless lessor and lessee mutually agree to a new contract.

3-DUTIES OF LESSEE: Lessee agrees to perform all mining in a through and workmanlike manner pursuant to the BLM federal mining guidelines. Lessee agrees to maintain all roads, camps, drill sites, and surface workings in a good and workmanlike manner as required by the Bureau of Land Management. Lessee agrees to limit and restrict all piles or dumps or waste materials so as to prevent the accumulation of such piles on any potential mineral deposit of lessors remaining unworked deposit.

4-LEASE PAYMENTS: It is further agreed that minimum yearly lease payments are to be paid in four payments per year and will be paid to lessor every three months of the year for the lease term of Fifteen years. Lease Royalty payments will be 10% of the gross mining production of Diatomaceous Earth on the subject property. The mining production royalty payment will be calculated by taking 10% of the selling price per short ton value pursuant to the USGS’s yearly Minerals Year Book report for Diatomaceous Earth times the monthly Diatomaceous Earth production from the leased subject property. The 10% mineral royalty payment shall be paid and will be deducted from the minimum yearly lease payments. All minimum Yearly Lease Payments shall become due regardless of whether commercial production has commenced and shall not be recovered or recouped against Production Royalties. The lessee will prepare a proper accounting of all mineral production and submit production paperwork to the lessor on a quarterly basis. Lessor shall not be required to fund any expenses relating to the Property or its exploration, development, production or reclamation.

[bookmark: _GoBack] A-OPTION TO PURCHASE: Lessee shall have the right or option to purchase all mineral rights, title and interest to 85 placer mineral claims located in Esmeralda County, Nevada for the total selling price of One hundred Million Dollars ($100,000,000.00). (See Exhibit 1) 10% mineral Royalty payments and minimum yearly lease payments that were paid to Lessor shall not apply to final option purchase price. 

B-LEASE CONTRACT: 10% royalty payments shall apply to the minimum quarterly lease payments. Total minimum lease payments are to be paid out over the Fifteen year contract period unless 10% royalty payment exceeds the quarterly minimum lease payments.
C-INITIAL DOWN PAYMENT: A nonrefundable down payment of Two Hundred Fifty Thousand Dollars ($250,000.00) to be paid at signing of contract as an initial down payment to lessor.
D-LEASE PAYMENTS: Two Hundred Fifty Thousand Dollars ($250,000.00) to be paid every three months for the duration of this contract for a total of fifteen Years ($15,000,000.00)  regardless of the amount of mineral production.
E-ROYALTY PAYMENTS: 10% gross royalty payments on mineral production to be paid to Lessor for each short ton of mineral product sold FOB mine site basis every three months of production, which will be deducted from the minimum quarterly lease payments.

F-PAYMENTS; All Payments (as hereinafter defined) shall, unless otherwise directed by Lessor in writing, be made to Lessor on fifteenth  day of the month of each new quarter or the Payment Date (as hereinafter defined) by electronic transfer of funds, and Lessee shall execute all authorizations necessary for such electronic transfers. If the Payment Date is not a business day, Payments for such period shall be due on the next business day. Any Payment not made by the related Payment Date shall be subject to a late payment fee of ten percent (10%) of the outstanding Payment amount.

5: ROYALTY DEFINED: Mineral Royalty will be paid on each short ton of Diatomaceous Earth that is sold, based solely on the average specialty diatomaceous earth product selling price as quoted in the BLM Minerals Commodity Year Book produced each new year. If the Minerals Year Book is unavailable, price will be based on free market average selling price for raw specialty Diatomaceous Earth product at years end. Average selling price of $373. shall be used as a minimum selling price per ton for first year as per Bureau of Mines Minerals year Book 2009. A lower selling price per ton must be re-negotiated and agreed upon by both parties before sell occurs. 
Lessee agrees to mine and remove DE minerals from the leased premises in such quantities each month as reasonably can be done, or as per permitted by B.L.M. and as determined by the lessee’s engineers and management.

6: DEFAULT OF PAYMENTS OR AGREEMENTS: If lessee shall fail to make such minimum quarterly lease payments or 10% royalty payments or fails to observe any agreement in this lease, lessor may at his option give written notice by registered mail addressed to lessee, of lessor’s intention to terminate this lease, and in case lessee does not rectify all required agreements of this lease, within 45 days of notice date or after the mailing of such notice of default, this lease may then, at the option of lessor, be declared null and void. 

7. RIGHT OF ACCESS: Lessee agrees that lessor, his agent or attorney, shall have the right at any and all times to enter upon any and all parts of the leased premises to inspect the same, make surveys thereof, or take samples there-from, and that lessee will render to lessor all the assistance in his power in so doing. Any entry by lessor cannot interfere with the lessee’s use and right of possession.

8. ADDITIONAL MINERAL DISCOVERIES: Lessee further agrees to occupy and hold all side veins, spurs, feeders, cross-lodes, parallel lodes, or mineral deposits of any kind that may be discovered within one mile of lessors claims by lessee or by any person working under him in any manner, by working within or from the leased premises, and shall hold as the property of lessor and as part of the premises demised. Lessee agrees to pay when due all Federal, State and local County taxes, assessments, and royalties of any kind levied against the demised premises on account of the production of minerals under this lease. All maintenance fees, shall be performed and affidavits of labor recorded by lessor in due time as required by Federal and State law. Lessor shall file all BLM Maintenance Fees and County fees for the duration of lease and lessee agrees to reimburse Lessor for any and all expense’s expended on said fees or any fees associated with this lease within 30 days of payment.

9. DEFAULT BY LESSEE: Lessee agrees that in case of his failure in any respect to keep and fulfill anyone or more of the covenants or agreements herein expressed or implied it shall then be lawful for lessor to seek relief under Nevada minerals lease law to determine any default. The lessee shall; not be in default on the lease payments unless the payments have not been paid for a period of 45 days from the due date. On termination or notice of default of this lease for any reason, lessee shall have a period of 90 days in which to remove any and all mining equipment being used in operating the leased premises or transporting mineral from such operations. Minimum Lease payments shall apply and must be paid during the 90 day period of equipment removal.
10. OPTION TO PURCHASE: Lessee is hereby given the option to purchase the leased property for the total sum of On Hundred Million Dollars ($100,000,000.00) payable as follows: If lessee options to purchase the mineral property, Lessor will make, execute, acknowledge, and deliver a good and sufficient deed conveying such property to lessee, free and clear of all encumbrances after the total payment of Twenty Five Million dollars have been paid. Lessee shall have the right to exercise the purchase option granted herein at any time. 
11. TERMINATION AND FORFEITURE: In the event that this lease is forfeited, surrendered, or terminated for any cause, lessee’s right to purchase shall thereupon cease. If lessee does not make quarterly payments of at least two hundred and fifty thousand dollars ($250,000.) either through minimum lease payments or 10% royalty payments, within 45 days of the payment date,  lessor at or before the time when such payments are due hereunder, Lessee’s right to purchase and this lease shall thereupon cease and “Lessor shall have the right to retain any and all payments previously made as liquidated damages”.

12. LIABILITY FOR DAMAGE; Lessee takes full responsibility for any and all environmental and reclamation obligations for Lessee's activities on, in and under the Property, Lessee agrees to indemnify lessor, the United States, its employees and licensees, and the surface owner or its tenants against all monetary and civil liability on all mineral claims for damages or injuries to persons or property that are claimed to have resulted from the activities or omissions of lessee or its agents, contractors or employees during the term of this lease agreement. Lessee agrees to indemnify, protect, defend and hold Lessor harmless from and against any and all environmental (including, without limitation, environmental protection or reclamation-related) or non-environmental claims, losses, demands, lawsuits, citizen suits, proceedings, enforcement actions, administrative orders, liabilities, costs, damages, injury and litigation expenses (including, without limitation, attorneys' and experts' fees) arising in any way and at any time (whether before or after the end of the term, termination or surrender and release of this Mining Lease for any reason) from Lessee's use of, Exploitation or other activities on, in or under the Property, or from conditions on, in or under the Property to the extent such conditions were created or caused by Lessee, its employees, contractors, affiliates, successors, venture partners, permittees, agents or other representatives. Lessor agrees to obtain sufficient insurance for the above and evidence of sufficient insurance will be mailed to the management of American Diatomite, Inc. for their inspection.
13. PAYMENT OF TAXES: Taxes to be paid by Lessee, Lessee shall in accordance with law return for taxation all structures, machinery, equipment, and other property placed by lessee on or in, and under the leased premises, and shall at such times as may be required by law to pay all taxes or changes in the nature of taxes thereon. Lessee shall also pay any tonnage, license, or privilege tax on the sever age, removal, or mining of such (Mineral), and all income, social security, old age, and unemployment taxes that are, or during the life of this lease may be, imposed on lessee or the employees of lessee, lessor and any other taxes if any that may be required by law with respect to the mining of (minerals) from the premises or the sale thereof.

14. SUCCESSORS AND ASSIGNS: All covenants and agreements contained herein shall extend to, inure to and be binding upon the heirs, legal representatives, successors, subleases and assigns of the respective parties. 
15. OPTION TO PURCHASE: Lessee agrees to extend the Option to Purchase Agreement and Terms of Purchase Dated _____________, 2011 for the duration of this lease agreement or until lease expires or is terminated. 
16. PRODUCTION: Lessee can mine unlimited amounts of DE or other minerals during option period.

17. BROKERS FEES: There are no Broker’s or Finders Fees associated with the exercise of the option and the purchase.

18. BOOKS AND RECORDS: Books and records of Lessee will be open at all times to the management of American Diatomite, Inc. for their inspection as it pertains to the amount of production and price of product mined and sold from the Lessors mining rights.

19. LEASE CANCELATION: Lessee or its designee is the Optionee on these agreements and has the right to cancel this lease option agreement at any time with an advance notice of 90 days. Quarterly lease payments will apply during the notice of cancelation of this lease.

20. TAXES: Lessee, agrees to reimburse American Diatomite for any and all fees paid to State and County taxes, BLM annual maintenance fees, and any additional fees imposed upon the mining claims, including “Permits”, “Bond Reclamation Fees”, “Environmental Fees”, “Taxes”, “Federal royalty fees” and  “Insurance.” All mining permits shall be applied for in the name of American Diatomite Inc. Bonds shall be in the name of Lessee.

21. PREPAYMENT: Lessee has the right to pay off balance of option agreement at any time during this lease with no pre- payment penalty.

22. SCALES: Lessee agrees to install a truck scale and scale house at Lessee’s expense for tractor trailer trucks for weighing all Diatomaceous Earth products and American Diatomite at its expense will supply a 24 hour scale man for monitoring all shipping.
  
23. MILL INSTALLATION: Lessee agrees that the mill installation or any infrastructure or permits if any, placed on premises for the production of DE mineral will be installed at Lessee’s own expense.  

24. TRADE PLATFORM: Lessee agrees that American Diatomite has the right to pledge the Company’s mineral rights and assets for the trading platform and Lessor agrees to insure all assets against loss. Assets will be pledged for the duration of this contract or until contract is paid in full.

25. LITIGATION: To the best of Lessor's knowledge there are no actions, suits or proceedings pending or, threatened, before any court, administrative agency, arbitrator or government body which will, if determined adversely to Lessor, materially adversely affect its ability to perform its legal obligations under this Agreement, executed hereinafter or any related agreement to which Lessor is a party;

26. APPLICABLE LAW, JURISDICTION AND VENUE: This Lease Agreement and Option to purchase shall be governed by, and construed in accordance with, the laws of the state of Nevada, without regard to principles of conflicts of law. Lessor and Lessee hereby consent to jurisdiction and venue in court in the City of Las Vegas, State of Nevada and hereby waive any objections that jurisdiction or venue in any such court is not proper.

27. FAILURE TO FULFIL THE TERMS OF LEASES DUE TO “FORCE MAJEURE”
"Force Majeure" means any cause beyond a Party's reasonable control, including, without limitation, act or failure to act by any governmental authority; inability after diligent efforts to obtain any license, permit or other authorization required to conduct operations or in connection with the Property; also in this clause the expression “force majeure” means act of god, war, insurrection, riot, civil commotion, strike, earthquake, storm, tidal wave, flood, lightening , explosion, fire and any other happening which the lessee / lessees could not reasonably prevent or control. Failure on the part of the lessee / lessees to fulfill any of the terms and conditions of this lease shall not give the lessor any claim against the lessee / lessees or be deemed a breach of this lease in so far as such failure is considered by the lessor to arise from force majeure, and if through force majeure fulfillment by the lessee / lessees of any of the terms and conditions of this lease be delayed, the period of such delay shall be added to the period fixed by this lease. During any period of Force Majeure, Lessee shall continue to make all minimum monthly payments to Lessor provided for herein.

BY SIGNING THIS AGREEMENT: (1) LESSEE ACKNOWLEDGES THAT IT HAS READ AND UNDERSTANDS ALL TERMS AND CONDITIONS IN THIS AGREEMENT AND ALL ASSET EXHIBITS TO THIS AGREEMENT, (2) “LESSOR SHALL HAVE THE RIGHT TO RETAIN ANY AND ALL PAYMENTS PREVIOUSLY MADE AS LIQUIDATED DAMAGES IF THIS LEASE TO PURCHASE AGREEMENT IS TERMINATED”.

          IN WITNESS WHEREOF, Lessor and Lessee have caused this Agreement to be duly executed as of the date first above written.





Lessee:                                                               Lessor:

____________________                                 American Diatomite Inc.


By: _________________________                    By: ______________________
                                             President                 Peter C. Wade/ President


DATE______________________                   DATE______________________

NOTARY:                                                          NOTARY: 
2

