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THE REPUBLIC OF THE PHILIPPINES ,hereinafter referred to as the
G0VERNMENT, represented in this Act by the Secretary of the Depa(ment of
Environment and Natural Resources, with offices at Department of Natural Resources
Building, Visayas Avenue, Diliman, euezon City, Metro Manila

and

BASE METALS MINERAL RESOURCES CORPORATION (BMMRC), A
corporation duly organized and existing under the laws ofthe Republic of the philiooines.
hereinafter referred to as the coNTRAcroR, with of{ices at the 4'h and 6,h Floor, Trans
Phil House 1177 chino Roces Ave., cor. Bagtikan st., Makati city 1231 and represented
in this act by its chairman, FRANK N. LUBBoCK, as authorized by its Bo;rd under
Annex "A" which forms an integral part hereof.

WITNESSETH:

WHEREAS, the 1987 constitution of the Republic of the philippines (the ..constitution")
provides in Article XII, section 2 that all lands of the public-iomain, waters, minerals,
coal, petroleum, and other natural resources are owned by the State and that tne
exploration, development and utilization shall be under the fuil control and supervision
of,the State;

WHEREAS, the constitution further provides that the state may directly undertake such
activities, or it may enter into a co-production, Joint venture, or Mineral production
sharing_Agreement with Filipino citizens, or cooperatives, partnerships, corporations or
associations at least sixty per centum ofwhose caiitalization- is owned'by suc'h citizens;

yHPRx+s' pursuant to Republic Act No. 7942, otherwise known as ..The philippine
Mining Act of 1995", which took effect on 09 April 1995, the S."r.tu.y # in"
Department of Environment and Natural Resources is authorized to enter into Mineral
Production Sharing Agreements in furtherance of the objectives of the Govemment anJ
the constitution to bolster the national economy through sustainaUe ana systematic

WHEREAS, the government desires to avail itself of the financial resources, technical
competence and skill which contractor is capable of applying to the mining operations of
the project contemplated herein;

WHEREAS, the contractor desires to join and assist the Govemment in the sustainable
development and utilization for commircial purposes ofcertain gold and silver and other
minerals existing in the contract Area (as hereinafter defined fand any other Minerals
which may be discovered in such Contract Area; g!_ t/2-.-
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Itevised lntegrated MPSA for Non-Reservation Areas

WHEREAS, the contractor has, or has access to all the financing,technical competence,
technology and environmental management skills required to piomptly and efiectively
carry out the objectives of this Agreement.

Now' THEREFORE, for and in consideration of the premises, the mutual covenants,
terms and conditions hereinafter set forth, it is hereby stipulated and agreed as follows:

1.1

SECTION I

SCOPE

This Agreement is a Mineral Production Sharing Agreement entered into
pursuant to the provisions of the Act (R.A No. 7942) and its Revised
Implementing Rules and Regulations. The primary purpose of this
agreement is to provide for the exploration, sustainable development and
commercial utilization of gold and silver and other mineral deposits
existing within the Contract Area, with all necessary services, technology
and financing to be fumished or arranged for by the Contractor ln
accordance with the provisions of this Agreement. The Contractor shall
not, by virtue of this Agreement, acquire any title over the contracVmining
area without prejudice to the acquisition by the Contractor of the
land/surface rights through any mode ofacquisition provided for by law.

The Contractor shall undertake and execute, for and on behalf ol the
Govemment, sustainable mining operations in accordance with the
provisions of this Agreement, and is hereby constituted and appointed, for
the purpose of this Agreement, as the exc-lusive entity to conduct mining
operations in the Conhact Area.

The Contractor shall assume all the exploration risk such that if no
minerals in commercial quantity are developed and produced, it will not
be entitled for reimbursement.

D-uring the term of this Agreement, the total value of production and sale
of minerals derived from the mining operations contemplated herein shall
be accounted for and divided between the Government and the contractor
in accordance with Section VIII hereof.

SECTION II

DEF'INITIONS

As used in this Agreement, the following words and terms , whether singurar or plural,
shall have the following respective meaning :

2.1 "The Act" refers to R.A. No. 7942, otherwise known as the ..philippine
Mining Act of 1995"

2.2 Agreement means this Mineral production Sharing Agreement

2'3 Associated Minerals mean other ores/minerals which occur together with
the principal ore/ mine:rar -zs ?L r"
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Revised Integrated MPSA for Non-Rescrvalion Arcas

2.4 Bangko SentBl means Bangko Sentral ng pilipinas.

2'5 Budeet means an estimate of expenditures to be made by contractor inmining operations contemplated hereunder to a."o.pii.h the Work
Program for each particular period.

2.6 CaleJrdar Year or year means a period of twelve (12) consecutive months
starting with the first day of January and ending on December 31, while
"calendar euarter" means a period of three coisecutive months with the
first calendar quarter starting with the first day of January.

2.7 Cgmmercial production 
leans lhe production of sufficient quantity of' minerals to sustain economic viabilityof mining operations reckoned irom

the date ofcommercial operation as decrared b/the contractor or as stated
in the feasibility study, whichever comes Iirst.

2.8 constitution or philippine constitution means the r9g7 constitution of
the Republic of the ph ippines adopted by the constitutional convention
of 1986 on October 15, 1986 and ratified by the people of the Repubiic oi
the Philippines on February 2, 1987.

2.9 Contract Area means the area onshore or offshore delineated under theMineral Production sharing Agreement subject to the relinquishment
obligations of the Conhactor and properly defined by tutitrO" unJ
longitude.

2'10 contract Year means a period of twelve ( 12) consecutive months counted
from the Effective Date of this Agreemeni oi from the u*iu".ru.y oiru.i
Effective Date.

2.11 
9=t"!l""Jql means Base Metals Mineral Resources Corporation(BMMRC for brevity)r_ or its assigree or assignees of interest under thisAgreement provided the assignment of Ly of such interest isaccomplished pursuant to the provision of the Implemertlrg nut". uJRegulations (DAO 96_40), or in accordance *itt i"ition f t .Z il).

2.12 Declaration of Mining Feasibility means a document proclaiming thepresence of minerals in a specific site that 
"r. 

.."ou..ubl" by ;;dlyacceptable, environmentally safe and economically sound methodsspecified in the Mine Development plan.

2.13 Department or DENR means the Department of Environment and NaturalResources.

2.14 Director means the Director of Mines and Geosciences Bureau.

2.15 Effective. Date means the date of execution of this Agreement by theContractor and bythe Syetary in U"t 
"if 

oitf," <iovemment.

2.16 Environment means 
- all facets of man,s surroundings: physical,ecological, aesthetic, cultural, economic, trlsto*, irititutional, and social.

2.17 Exoloration means searching or prospecting for mineral resources bygeological, geophysicar, geoctremicat ,ri".vr,?.."" sensrng, test pitting,trenching, 
-drilling, 

shaft sinking, rr*Aine, o. ;"; other means for thepurpose of determining the existence, .*i.nt, qu,ufity, _O quunii,u.oimineral resources and the feasibility oimini;;# ,lorprofit. q- ／
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Revised Inregrared MPSA for Non-Reservation Areas

2.18 Exoloration Period shall mean the time period from the effective date of
this Agreement which shall be for two (2) years, renewable for like
periods but not to exceed a total term of six (6) years: provided rhat the
contractor has complied with all the requiiements of the Revised
Implementing Rules and Regulations.

2.19 Force Majeure means acts or circumstances beyond the reasonable control
of contractor including but not limited to, war, rebellion, insurrection,
riots, civil disturbance,s, blockade, sabotage, embargo, strike, and lockout,
any dispute with surface owners and other laboidisputes, epidemics,
earthquake, storm, flood, or other adverse weather conditions, explosion,
fire, adverse action by.the govemment, or by any of its instrumeniality or
subdivision thereof, Act of God or any public enemy and uny .urr. u,
herein described over which the affected party has no reasonable control.

2.20 Foreierl Exchan& mgans any currency other than the currency of the. Republic of the philippines acceptable to the Govemment and the
Contractor.

2.21 Govemment means the Govemment of the Republic of the philippines or
any of its agencies and inskumentalities.

2-22 Gross output means the actual market value of the minerals or mineral
products from each mine or mineral land operated as a separate entity,
without any deduction for mining, proceising, refining, 

^transportini,

handling, marketing, or any other e*p"r."., provided, thaiif ttre mineris
or mineral products are sold or consigned abroad by the contractor under
C.I.F. terms, the actual cost of ocean freight and insurance shall be
deducted: Provided further, That in the case oimineral concentrates which
are not traded in commodity exchanges in the philippines or abroad .u"h
as copper concentrate, the actual market value shall be the world price
quotation of the refined mineral products contained thereof prevairirig-in
th" said commodity exchanges, after deducting the smelting ,"i*T,rg,keatment, insurance, transportation and other charges incuied in thI
process of converting mineral concentrates into refined metal traded in
those commodity exchanges.

2.23 Mine Develooment referc to work undertaken to prepare an ore body ora mineral deposit for T1ilq,. including the conitruction of ,"...i".y
infiastructure and related facilities.

2.24 Minerals mean all naturally occurring inorganic substances in solid,liquid, gas or any intermediaie state exciuding" enlrgy materiats such ascoal, petroleum, natural gas, radioactive materi;s ;;d;eotherm"a*"rgyl

2'25 Mineral products mean materiars derived from mineral ores/rocks andprepared into marketabre state by meta[urgicar pio."r.". which includebeneficiation, cyanidation, Ieac-hing, r,n."tti,g,'lut.ination and othersimilar processes.

2.26 Minine Area means that portion of the Contract Area identified by theContractor as defined and delineated i, 
" 
ir*.v'pfm drit;;;;;".d;;the Director/Concemed Region.l Om.., fo, p'rior.. of developmenrand/or utilization and sites for support facilities. '+ "' "";";:"
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Revised Integrated MPSA for Non-Reservation Area!

2.27 Minine Operations means mining activities involving exploration,
feasibility study, environmental impact assessment, development,
utilization, mineral processing, and mine rehabilitation.

2.28 Notice means notice in writing, or by telex or by telecopy (authenticated
by answer back or confirmation received) addresied o. r"nt ur provided in. Section 16.2 of this Agreement.

2.29 Ore means naturally occurring substance or material from which a
mineral or element can be mined and/or processed for profit.

2.30 Pollutiqn means any alteration of the physical, chemical and/or biological
properties ofany water, air and/or land resources of the philippine., oiuny
discharge thereto of any liquid, gaseous or solid wastes or any production
of unnecessary noise or any emission of objectionable odor, as will or is
likely to create or render such water, air, and land resources harmful,
detrimental or injurious to public hearth, safety or welfare or which will
adversely affect their utilization for domestic, commercial, industrial,
agricultural, recreational or other legitimate purposes.

2.31 Secretary means the Secretary of the Department of Environment and
Nafural Resources.

2.32 State means the Republic of the philippines.

2.33 Wprk Program means a document which presents the plan of major
mining operations and the corresponding exp"rditurer ofthi contractoiin
its Contract Area during a given period of tim., including the plan anJ
expenditures for deveropment of host and neighboring .o-..uniti". und
of local geoscience and mineral technology, as iutminld -d upp.oreJ in
accordance with the Revised Implementing Rules and Regulations.

3.1

SECTION III

TERM OF AGREEMENT

This Agreement shall have a term of twenty-five (25) years fiom Effective
Date, and may be renewed thereafter for anotirei ierm not exceeding
twenty five (25) years. The renewal of this Agreement, as well as thi
changes in the terms and conditions shall be upo-n mutuai consent by theparties. In the event the Government decides io allow mining op.ruiion.
thereafter by other Contractor, this must be through competitive public
b.idding. After due publication of notice, the coniractor shall have theright to equal the highest bid upon reimbursement of all reasonabre
expenses ofthe highest bidder.

SECTIoN IV

CONTRACT AREA

Size, Shape,and Location of COntract Area  This Agrecment cOvers a

total area of TwO Hundred Eighty Nine and 9466/10,Ooo hcctarcs

411

d tt Barang″ s Bang。■syndc:I'話」j慕,(289。9466 has.), Situate{
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Rcviscd Intcgaarcd MPSA for Non-Raservation Arcas

SECTIONV

EXPLORATION PERIOD

5.1 Timetable for Exploration - The Contractor shall commence
Exploration activities not later than three (3) months after the Effective
Date for a period of two (2) years renewable for like periods but not to
exceed a total term of six (6) years, subject to annual review by the
Director to evaluate compliance with the terms and conditions oi this
Agreement.

At anytime during the exploration period, the Contractor may submit a
Declaration of Mining Feasib ity in accordance with section 5.5 on the
basis of its past exploration work on the contract area.

5.2 Work Programs and Budgets - The Contractor shall strictly comply with
the approved Exploration and Environmental Work programs L!"tfr.i
w-ith their corresponding Budgets (please refer to ANNEXES ..C-,, 

and
"D').

The amount_ to te spent by the Contractor in conducting exploration
activities under the terms of this Agreement during the exptJratron perioJ
slalt b9 in the aggregate ofnot less than that hereiiafter specified fo. ea"f,
of the below Contract years, as follows:

For the Exploration Work program:

Ist Contract Year : pHp 7,306,200.00

2nd Contract Year: : 14,494,700.00

Municipality of Aroro,,Pr。宙icё Of Masbttc,and boundcd by the
following geographical cOOrdinates elease reFer to ANNEX“B'')

POINT        LATITUDE     LONGITUDE

l               12° 29'30"         123° 23'00"

2              12° 29'30"        123・24'30"

3              12・ 27'30''        123° 24'30''

4               12° 27'30"         123° 23'00"

Total : PHP21.800.90o.oo
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Revised Integralcd MPSA for Non-Rcservation Areas

' In the event of extension, the amount to be spent every year shall first be
agreed upon by the parties. The previous exploration expenditure of
Contractor in the amount of US$ 5 Million is hereby recognized, which
amount of work can be the basis of a Declaration of Mining Feasibility of
the project at anytime during the exploration period. If the Declaration of
Mining Feasibility is submitted, the Contractor shall not be required to
spend the budget herein, provided Contractor proceeds with the
development of the mine.

In the event of termination of this Agreement, the Contractor shall only be
obliged to expend the pro-rata amount for the period of such Coniract
Year prior to termination. If during any Contract year, the Contractor
should expend more than the amount to be expended as provided above,
the excess may be subtracted liom the amount required tobe expended by
the Contractor during the succeeding Contract years, and should thi
Contractor, due to unforeseen circumstances or with the consent of the
Government expend less during a year, then, the deficiency shall be
applied to the amount to be expended during the succeeding Contract
Years.

Relinquishment of Total./Portion of the Contract Area - During the
Exploration Period, the Contractor may relinquish totally or partialiy the
original Contract Area. After the Exploration period and prior to or upon
approval of the Declaration of Mining project Feasibility, the Contractor
shall frnally relinquish any portion of the contract area not necessary for
mining operations and not covered by any declaration of mining prdect
feasibility.

Each mining area after final relinquishment shall not be more than five
thousand (5,000) hectares for metallic minerals or two thousand (2,000)
hectares for non-metallic minerals.

The Contractor may be allowed by the Director, with the approval of the
Secretary, to hold a larger mining area depending upon the nature of the
deposit subject to technical verification and eualui'tion by the Bureau as to

53

the technicaVfinancial capability of the Contractor.
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61

than fifteen (15) days at the end of each Calendar euarter while the
annual accomplishment report shall be submitted not later than thirty
(30) days fiom the end of each Calendar year. Such information
shall include detailed financial expenditures, raw and processed
geological, geochemical, geophysical and radiometric data plotted in
a 1:50,000 scale at a minimum, copies of originals of assay results,
duplicated samples, field data, copies of originals from drilling
reports, maps, environmental work program implementation and
detailed expenditures showing discrepanciei/deviations with
approved exploration and environmental plans and budgets as well
as all other information of any kind collected during the-exploration
activities. All information submitted to the Bureau-shall b! subject
to the confidentiality clause of this Agreement.

b) Final Report - The Contractor shall submit to the Regional Director,
copy fumished the Director, a final report under oath upon the
expiration of the Exploration period which shall be in the lorm and
substance comparable to published professional reports of
respectable intemational institutions and shall incorporate all the
findings in the Contract Area including location of samples, assays,
chemical analysis, and assessment of mineral potenti;ls togethei
with, a geologic map of l:50,000 scale at the minimum showing the
results of the exploration. Such report shall also include detailed
expenditures incurred during the Exploration period. In case of
diamond drilling, the Conhactor shall, upon request of the
Director/concemed Regional Director, submit to.the Regional Office
a quarter of the core samples which shall be depoiited in the
Regional Office Core Library for safe keeping and reference.

c) Relinquishment Report - The Contractor shall submit a separate
relinquishment report with a detailed geologic report of the
relinquished area accompanied by maps ut u ,"u-t" of i:50,000 and
results ofanalyses and detailed expenditures, among others.

SECTION VI

DEVELOPMENT AND CONSTRUCTION PERIOD

Timetable - The Contractor shall complete the development of the mineincluding the construction of production facilities *itlin tt,iny six (36)months from the submission of the Declaration oi Mining projeci
Feasibility or issuance of the Environmentat Comfiiance Certificate,whichever shall be later, subject to such extension based on justifiable
reasons 

-as.the Secretary may approve, upon recommendation of theRegional Director, through the Dirictor.

Reporting

a) Amual_The COntractOr shall
Decembcr 31 of each year9 tO ti

轟鮮滅爛都
ge010gical and envirOnlnental l

consmcIOn penod._    
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b) Final Report - Within six (6) months from the completion of the
development and construction activities, the Contractor shall submit
a final report to the Regional Director, copy fumished the Director.
Such report shall integrate all information in maps of appropriate
scale and quality as well as in monographs o. repo.ts i., accordance
with intemational standards.

SECTIONVII

OPERATING PERIOD

Timetable - The Contractor shall submit, within thirty (30) days before
completion of mine development and construction of pioduction facilities,
Lo. 

the Secretary through the Regional Director, copy fumished the
Director, a Three Year Commercial Operation Work 

'program. 
The

Contractor shall commence commercial utilization immediately upon
approval of the aforesaid Work programs. Failure of the Contrictoi to
commence Commercial Production within the period shall be considered a
substantial breach of the Agreement.

Commercial Operation Work Program and Budget _ During the Operating
Period, the Contractor shall submit to the Secretary through the tiegionai
Director, copy furnished the Director, Work programs covering , f,"rioaof three (3) years each which shall be submitted not later than ihirty (30)
days before the expiration of the period covered by the previous 

-Work

Programs.

The Contiactor shall conduct mining operations and other activities for the
lyation of the Operating period in accordance with the duly approved
Work Programs and corresponding Budgets and any modification thereof
shall be approved by the Secretary.

Expansion and Modification of Facilities _ The Contractor may make
expansions, modifications, improvements, and replacements of the miningfacilities and may add new facilities as the Contractor may consider
necessary for the operations, provided such plans shall be embodied in an
appropriate Work Program approved by the Secretary.

Reporting

u) gy-u.trlly Reports - Beginning with the first Calendar euarterfollowing the commencement oithe Operating feriJ, tne Contractor
shall submit, within thirty (30) days aRer tnJ end o] each Calendar
Quarter, to the Secretary through the Regionai 

- 

Oir".,or, 
"opyfumished the Director, a euarteJy n"po.t iJr! the tonnage ofproduction in terms of ores, concentrates, and their corresponding

grades and other types of products; uutr., a"rtin.ilon of sares orexports and to whom sold; terms ofsales and expenditures.

b) Anaual Reports - During_the Operating period, the Contractor shallsubmit, within sixty (60) days from tf,.*"ra of 
"u.f, 

Ca'lendar year, to
I: Secretary through the Regional oir""to., 

-"oii 
fumished theDirecror, an Annual Report indiciting in srfnci.nt a"iiit:

b.t) Ile total 
_tonnage of ore reserves whether proven, probable, orinferred, the total tonnage of ores, kind Uv'tini.'hroken rt.,,.,. _

9 毎
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between tonnage mined, tonnages transported from the minesite and
their corresponding destination, tonnages stockpiled in the mine and
elsewhere in the Philippines, lonnages sold or committed for export
(whether actually shipped Iiom the philippines or not), tonniges
actually shipped from the philippines (with full details as to
purchaser, destination and terms of sale), and if known to the
Contractor, tonnages refined, processed or manufactured in the
Philippines with full specifications as to the intermediate products,
by-products or final products and of the terms at which they were
disposed;

b.2) Work accomplished and work in progress at the end of the year in
question with respect to all the instalrations and facilities rerated to
the utilization program, including the investment actually made or
committed;

b.3) Profile of work force, including management and staff, stating
particularly their nationalities, and for Filipinos, their place of origii
(i.e., barangay, town, province, region ); and

b.4) Ownership of the Contractor, particularly with respect to nationality.

81
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84 Share of the Govemment - The govemment share shall be the excise tax on
mineral products at the time of removal and at the rate provided for in
Republic Act No. 7729 amerrding Section 151 (a) of the National Intemal
Reverue Code, as amended, as well as other taxei, duties, and fees levied by
existing laws.

For purposes of determining the amount of the herein govemment share, the
Contractor shall strictly .comply. with the auditlng and accounting
requirements prescribed, under existing laws and regulatilons.

The govemment share sharr be allocated in accordance with sections 290
and 292 of R. A. No. 7160, otherwise known as .,The Local Govemment
Code of 1991".

Pricing of sales - The contractor shall endeavor to obtain the best
achievable price for its production and pay the rowest achievable marketing
commissions and related fees. Contractor shall seek to strike a balancl
between long-term sales comparable to policies followed by independent
producers in the intemational mining induitry.

The Contractor shall likewise seek a balanced distribution among
consumers. Insofar as sales to Contractor's affiliates are concerned, pricei
shall be at arm's length standard and competing offers for large scaie andlo:g-teq:?nlracts shall be procured. The bureau shall be fumi-shed a copyof the said Sales Agreement subject to confidentiality between the Bureau
and the Contractor.

Associated Minerals - If Minerals, other than gold are discovered in
commercial quantities in the contract Area, the vahie thereof shall be addedto the value of the principal mineral in computing the share ol thegovemment.

SECTION IX

WORK PROGRAMS

Submission to Govemment 
-- Within the periods stated herein, theContractor shall prepare and submit to the i;.;i;,y through theconcemed Regiohal Director, copy. fumished tt " Oi."cto., a Work

:1:y.::i::_1.1"-Tesponding nuagii for il,. Conii.J'erea stating themtnlng operatlons and expenditures which the Contractor proposis to
:."I 9rt during the period covered with the details and particulars setforth elsewhere in this Agreement or in the .upponing jo"u..ro.

Govemment's Examination and Revision of Work program - Shouldthe Govemment wish to propose a revision ro a certain$ecific feature inlhe Work program or Budeet, it shall within ,niny-iJOjf,.V. after receiptthereof provide a Norice to-rhe Contracto;,pi.idf rie j," .lasonable detailits reasons therefore. promntly thereafter, tfr" C"i,"-.i.."iand Conrractorwill meet and endeavor io 
"gr"". 

on 
!he. revision proposed by theGovemment. In any event, any portion of saia Wo* piolram or Budgetas to which the Govemment shali fail to notify tire Conira"cior of proposed

;1.1::l*:]' ^T:: Ii. :'.,po':i.bJ" 
u. .u*i.J oui ;; ilffi ; herei n r f rhe
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