
OTTARASKO MINES LTD.
P.O. Box 41. Tatla kke, B.C.

voL 1v0

Dec€mber 27, 1990

Northair Mines Limited
860, 625 Howe Street
Vancower, B.C,
v6c z16

Attention: D.,rL Mcl,eod. President

Dear Mr. Mclrod,

This letter will confirm in writing the agreement made between us today.

1. Ottamsko Mines Ltd. ('Ottarasko) has rePresented to Northair as follows:

(a) it is the beneficial owner of a 10070 interest in and to 11 located mineral
claims situated in the ClintoD Mining Division, B.C. (coll€ctively lefered to
herein as the "Propcrt/ and set out mor€ panicularly in Schedule "A'hereto);

(b) the Property comprises four 2 Post claims aDd one mineral claim (collectivcty
the T.Iut CtrliEs) and six additional claims (the Surrouoding Claims)' all as
more particularly set out in Schedule "A' hereto;

(c) to the best of its knowledge and beliet the mineral claims comPrising the
Property have been validly located and ar€ now duly recorded and in good
standing substantially in accordanc€ with the laws in effect in British
Columbia.

2. Ottarcsko hereby grants to Northair the sole and exclusive option (the
'Option') to acqufue an undivided 507, interesr in and to ihe Property as follows:

(a) upon the execution and delivery of this agre€ment, Northair shall pay
Ottarasko the sun of $10,000;

(b) Northair shall issue to Ottamsko 25,0ff) common shares of Northair on or
before January 31, 1991;
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(c)

(d)

(e)

(f)

(c)

(h)

Northair shall incur 'Exploration E:rPenditures" (as hereinafter$efined) on the
Nut Claims of not l€ss than $50,000 on or before December 1, 1991;

Northair shall advance to Ottarasko on or before each of February 28, 1991
and June 30, 1991, the sum of $25,000, to be aPplied by Ottarasko as set out
in paragraph 8 hereof;

Northair shall pay to Ottarasko the additional sum of $15,000 on or before
December 1, 191;

Northair shall issuc to Ottarasko an additional 25,000 common shares of
Northair on or before December 1, 1991;

Northair shall incur cumulative Exploration ExP€nditurcs on the Nut Claims
of not less than $150,000 on or before December 1, 1992;

NonhaL shall advance to Ottarasko, on or before each of February 28' 1992
and June 3Q 192" the sum of $25,000, to be aPPlied by Ottarasko as set out
in pamgraph 8 h€reof;

Northair shall issue to Ottarasko an additional 50,000 comDon shares of
Nonhair on or before December 1, 1992;

(D

(t) Northair shal Pay to Ottamsko the additional sum of $20,000 on or beforc
December 1, 192;

(k) Northair shall iocur cumulative ExPloration ExP€nditures -on the NDt Claims
of Ilot less thao $2 million on or before December 1, 195.

Upon Nonhair having carried out all of tho acts set out in subPangaphs 1(a) to -(k)
inilusive, at a time when it is not in default under this agreement, Northair shall have
exerciscd the Option and become fully vested in an undivided 5070 interest in and to the
Property.

3. Nonhair shall forthwith give notice lo Ottarasko of thc exercise of the Optiorl
and Ottarasko shall elect, within 60 days of the receiPt of the noticr to either

(a) join with NonhaL in a joint op€ration for the developmentand production of
thc ProPerty pursuant to a joint venture agreement which includ€s the terms
and conditions set out in paragraPh 11 heteof; or

(b) convey to Northair Ottarasko's undMded 50% interest in and to tho Property
in consideration of the llgbt to receNe sVo of "Net Smelter Retums" and the
'Advance Royalty" (as hereinafter defired).
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4. In this ageement, Exploration Expendituros" means all costs and exPenses
incured by Northair on and in connection with the exPlomtion of the Nut Claims, and may
include a charge of no more that lOVo of al\ other said costs and exPenses to reimburse
Northair for its overhead expenses which cannot bc sPecifically allocated.

5. This agreement r€presents an option only, and after Northair has Performed
pu$uant to subparagraphs 2(a), 2(b), 2(c) and 2(d), it shall be under no turther obligation
to Ottarasko under this agreement and any further performance h€reunder by Northair shall
be exclusively at Northai/s election.

6. During the cunencl of the Option, Northair with resP€ct to the Nut Claims,
and Ottarasko with rcspect to the Surrounding Claims, shall have the sole and exclusive
possession lhereof, subjecl to Northair's right of access to the Nut Claims across the
Sunounding Claims, and further subject to the right of the other Party to inspecq ar its sole
risk and expense, the operations thereon. During the currency of the OPtion, Nofihair shall
not extract any minerals ftotrl the Nut Claims for the purpose of earning rwenues. Any
revenues received by Northair from minerals extncted from the Nut Claims for testing or
assafng during the currency of the Option shall be aPPortioned and delivered to Northair
and Ottarasko, each as to 50%.

7. Each party shall keep the olher party informed of all mat€rial results obtained
with respect to the Nut Oaims and the Surrounding Oaims, as the case may be, 8nd shall
submit to the othgr in a timely manner a comprehensive annual repon with resPect to its
opcrations thereon.

8. The $100,000 advanced by Nonhair to Otrarasko Pursuant to subParagaphs
1(d) and 1(h) hereof shall be used by Ottarasko on a proglam of location of additional
mineral claiDs, prosp€cting, grid eslablishmen! geochemical sampling, trenchiog, blasting,
rock sampling and other exploration work (collecrivety 'Ottaraskot Prcgrsn) within the
"Area of Intcr6t' (as deined in Schedule "/t'' hereto). Ottarasko agrees with Northair that
Ottarasko will use ils best efforts to ensure that at least 'l5Vo of the exPenditures incurred
in connection with Ottarasko's Program shall constitute Canadian exploration cxP€nse (as
defined in s€ction 66.1(6xa)(iii) of The Income Tax Act (Canada). Ottansko shall submit
to Northair not lcss than 15 days prior to the coEEaencement of Ottamsko's Program a
summary of the work to be carried out pursuant thereto, and Northair shall have the
opponunity to make con0menls on Ottarasko's Program. In the went of any disagreement
however concerning Ofiarasko's Program, Ottarasko's decision shall govcrn. All such funds
advanced to Ottarasko and spent pursuant to Ottarasko's Program shall be for Ottarasko's
sole use aDd benefit and are not subject to repalment by Ottarasko. Following the
expenditure of the aforesaid $100,000 until the Option is exercised or otherwise terminates,
exploration work on the Surrounding Claims shall be carlied out only by Ottarasko and shall
be a program of work acr€pted by both Ottarasko and Northair and funded by each of th€m
as to 50Va.
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9. If ottarasko makes t" "t""tl*on pursuant to ,uoourugruin 3(b) hereof,
Nonhair shall pay to Ottarasko the sum of $50,000 per year (tbe "Advance Rctaftfl unlil
the commencament of commercial production from the Property' The Advanc€ Royalty
shall be paid on or before December 1 of each year, commencing on the Dec€mber 1 next
fotlowinC Ottarasko's election. Northair shall be entitled to recoup the cuDulative Advance
Royaltiei from the Net Smelter Returns otherwise Payable to Ottarasko.

10. In this agre€ment, "Net Smclter ReturDs" means ths actual proceeds rcc€ived
by Northair ftom any mint, smelter or other Purchaser for the sale of bullion or concentrates
pioduced from the Property and sold, after deducting from such proceeds the following
iharger to the extent that they are not deducted by the puchascr in comPuting payment:

(a) in the case of the sale of bullion, refining charges only;

(b) in the case of concentrates, smelting and refining charges, Penalties and the
cost of transportation of such concentrates ftom th€ ProPerty to any
purchaser.

11. ff Ottarasko makes the el€clion set our in subpamgraPh 3(a) hereof' th€re
shall be two joint ventures €stablished. One joint venture (the T{ul Joint V€ntue') shall
be for the Nut Claims and for any pan of the Surrounding Oaims which are reasonably
requir€d for the efficieot and economical commercial operation of the orebody siruated on
tht Nut Claims; the second joint venture (the "Rogional JoiDt Vcnturc) shall be for the
Surrounding Claims less those claims, if any, which are subject to the Nur Joint Venture.
The Nut Joinr Venture and the Regional Joint Venture shall be conducted pu$uant to
separate joint venture agreements which shall include the following provisioN:

(a) Northair shall be the operator of tbe Nut Joint Ventule;

(b) Ottarasko shall be the operator of the Regional Joint Venture;

(c) at the commenc€mcnt of the joint ventule, Nonhair and Ottarasko shall each
have a 50Vo Prop€rty interest and shall each b€ deemed to have expended
exploration costs of $1 million;

(d) joint ventue expenditures shall be funded by each Pany in proportion to its
proPerty interest;

(e) operations shall be directed and controlled by a management committoe in
which each party has a vote in ProPortion to its ProPerty interest; in the event
of a tied vote, the opemtor's leplesentative shall have the 6nal and deciding
vote;

(f) in respect of the Nut Joint Venture:

cNt-21237-norLagt



(D

(ii)

(in)

5

Northair shaU advance Ottarasko's proportionate share of costs on
Ottarasko's behalf (such advanc€s being ref€rled to hereinafter as
'Ottarasko Exploration ErpeDditurEs) urtil Northair, on the basis of
an independent feasibility study, determines (the ?roduction
Dccision) and publicly announces that it intends to place the subject
property into commercial production,

Northair shall promptly give notice to Odarasko of ihe making of the
Production Decision together with a copy of the feasibility study uPon
which the Production Decision was based, and Ottarasko shall, within
90 days of the receipt of such notice, elect to either:

(A) contribute 50Vo of all costs incured by the joint venture
subsequent to the making of the Production Decision; or

(B) convey to Northair an undMded l07o iDterest in the subject
property and requhe Northat to advanc€ Ottarasto's 407o
share of costs on Ottarasko's behalf (such advanc€s being
referred to hereinafter as 'Onarasko Production Erpenditues)
aad Ottarasko's property interest shall be unchanged;

upon the commencement of coEDercial production, Northair shall
thereafter b€ entitled to first recoup the aggregate of the Ottarasko
Production E(penditures fuom lNVo of Ottarasko's proponionate
share of the proceeds of production, and following such recoupmenl,
shall be entitled to recoup the aggregate of the Ottarasko Exploration
Beenditues fr�om 40%o of Oltarasko's proponionate share of the
proc€eds of production; PROVIDED TTIAT at all tiEes folloning the
commencement of commercial productiou until Nonhair has r€couped
both the Ottarasko Production Expenditures and the Ottarasko
E)ploration Expenditures Northair shall pay to Ottarasko a minimum
of $50,000 per calendar year.

in respect of the Regional Joini Venture:

(D if a party elects not to coDtribute to the costJ of any progmm, its
property i[terest shall be reduced on a proportionate basis so that its
property interest at any time sha.ll be:

the non-contributing party's aggregate
deemed and actual expenditures x 10070

the deemed and actual emenditures of
all Darti€s

G)
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(ij) if, by the operation of clause 11(g)(i)' a party's Property interest is
reduced below l\Vo, its interest shall convert to the right to receive
10% of net Profits.

12. Either party may assign all or any Pan ofits interest in and to this agreement
upon the satisfaction of the following conditions precedent:

(a) the assignec shall have delivered to the noo'assigning party its covenant to be
bound by the terms and conditions of this agleement as if it had been an
original party hereto; and

(b) the non-assigning party shall have given its writt€n consent to the assignment'
such consent not to be unreasonably withheld.

13. Northair may terminate this agreement at any time after it has fuIfiled its
obligations pu$uant to subparagaPhs 2(a), 2(b), 2(c) and 2(d) by giving Oltarasko not less
tha;30 days notice of termination; pronidcd that no such tcrmination shall relieve Nonhair
of any obligations in existence on the effective date of termination'

14. Both panies will use their best effons to enter into a formal agreement
embodying all of the terms and conditions of the letter agreement, to be PrePared by
Ottarasko, on or before January 21, 1991.

If the foregoing accumlely reflects our ageement' kndly indicate this by
signing a duplicate copy of this letter, and retuming it to us' whereuPon this will form a
binding agr€ement between us, enforceable in accordancr with its tcrms.

Yous truly,
OTTARASKO MINES/LTD.OTIARASKO MIT\TEVL

ilf\rr,*

Accepted ard ageed to as of the 27rh day of December, 1990.

NORTHAIR MINES LIMTTED

Per: (?, 1'12:
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SCHEDULE'A

THE PROPERry

Clinton, B.C.Mining DMsion:

N.T.S.:

1. TI]E 'NUT CI^AIMS'

Claim Name

sK1
sK2
sK3
SK6
SK?

Claim Name

sK4
SK5
Skinner 1
Ski rer 2
Skinncr 3
Skinner 4

Record No.

3292
3324
3325
3375
33'�t6

Re mrd No.

$n
3398
3443
3444
3445
34/,6

Anniversary Date

May 27
June 20
June 20
July 15
July 15

Annivelsarv Date

July 9
July 9
October 6
October 9
October 14
October 15

Units

1
2PC
2PC
2PC
2PC

THE "SURROUNDING CI.AIMS"

Units

2PC
2PC

18
20
9

t2

THE ''AREA OF INTEREST'

The "Area of lnt€rest" shall be a rectangular area measuring 7'5 km in a north-south
diection and 12 km in an east-west direction whose northem boundary is situated 4.5
km due north of the legal corner post of the Skinner 1-4 claims and whose eastern
boundary is situated 10.5 km due east of the said legal comer post. Any miaeral
claim located or acquircd by either party and situated wholly within the Area of
Interest shall be included in the Surounding Claims for all PurPoses under the
agreement.

c\n-z\237-nonagl


