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Ihis MUNERAL PRODUCTION SHARING AGREEMENT (“Agrd e L (R

and entered into in Quezon City, Philippines, this
and between:

THE REPUBLIC OF THE PHILIPPINES, herein reférred to as the
GOVERNMENT, represented in this act by the Secretary of the Department of
Environment and Natural Resources, wilh oflices at the Depaitment of Environment and
Natural Resources Building, Visayas Avenue, Diliman, Quezon City

|

and

PYRAMID HILL MINING & INDUSTRIAL CORPORATION, a
corporation duly organized and existing under the laws of the Republic of the Philippines,
herein referred to as the CONTRACTOR, with oflice at 5885 Zobel Roxas St., Palanan,
Makati City and represented in this act by its President, Higinio C. Mendoza, Jr., as
authorized by 1ts Board of Direciors (please refer to ANNEX “A”)

WETNESSITH :

AN

WHERLEAS, the 1987 Constitution of the Republic of the Philippines provides in Article
X1, Secuon 2 thercol that all lands of the public domain, walers, minerals, coal,
petroleum, and other natural resources are owned by the State and that their exploration,
development and utilization shall be under the full control and supervision of the State;

WHEREAS, the Constitution further provides that the State may directly undertake such
aclivities, or it may enter into a Co-Production, Joint Venture, or Mineral Production
Sharing Agreement with Filipino citizens, or cooperatives, partnerships, corporations or
assoctations at least sixty per centum of whose capitalization is owned by such citizens,

WHEREAS, pursuant to Republic Act No. 7942, otherwise known as “The Philippine
Miaing  Act of 1995”7, which ook c¢licet on 09 April 1995, the Sceretary of the
Department of Environment and Natural Resources is authorized to enter into Mineral
Production Sharing Agrecments in furtherance of the objectives of the Government and
the Constitution to bolster the national cconomy through sustainable and systematic
development and utilization of minecal lands,

WHEREAS, the Govermment. desires (o avail itself of the financial resources, technical
competence and skill which the Contractor is capable of applying to thie mining operations
of the project contemplated herein.

WHEREAS, the Contractor desires (o join and assist the Governmenti in the sustainable

development and utilization for commercial purposes of certain lunestone, shale and
other associated minerals existing in the Contract Area (as herein defined);

v | \

+JUL 0 1 2004/




WHEREAS, the Contractor has access to all the financing, technical competence,
technology and environmental management skills required to promptly and effectively

caity out the objectives ol this Agrecinent.

NOW_ THEREFORE, fur and o considerauon ol the foregoing premises, the mutual
covenants, terms and conditions heremalter set forth, 1t s hereby supulated and agreed as

i

follows:
| SECTION 1
SCOPE
I This Agreement is a Mineral Production Sharing Agreement entered into pursuant

to the provisions ol the Act and its maplementing rules and regulations.  The
prunary purpose of this Agrecment is (o provide for the sustainable development
and commercial utilization of certain limestone, shale and other associated mincmlb
deposils existing within the Contract Area, with all necessary scivices, technology
and financing o be furnished or arcanged by the Contractor in accordance with
the provisions ol this Agreement.  The Contractor shall not, by virtue of this
Agreement, acquire any ttle over the Contract/Mining Area without prejudice (o
the acquisition by the Contractor of the land/surface rights through any mode of
acquisition provided for by law.

12 The Contractor shall undertake and execute, tor and on behall of the Government,
sustatnable mining operations in accordance with the provisions ol this Agreement, _
and is hereby constituted and appointed, for the purpose of this Agreement, as the = \
exclusive entity to conduct mining operations in the Contract Arca. ‘

I3 The Contractor shall assume all the exploration risk such that il no minerals in
commercial quantity are developed and produced, it will not be entitled 1o
reimbursement.

Ll During the term ol this Agrecment, the tolal value of production and sale of
minerals  derived  from the mining  operations contemplated heretn shall be
accounted for and divided between the Government and the Contractor in
accordance with Section, VI hereol’

SECTION i1

DEFINITIONS

As used e this Agreement, the lollowing words and terms, whether singular or plural, ™.
shall have the following respective meaning

2.1 CAct” relers 1o Republic Act No. 7942, otherwise known as the “Philippine
Mining Act of 1995~

|

22 Agreement means this Mineral Production Sharmg Agreement.
23

Associated Minerals mean other ores/minerals which oceur together with the \ ‘
/")

| principal ore/mineral.
| .
: /

N
L

Bangko Sentral means Bangko Scntral ng Pilipinas.

N~



216

Budgel means an estinate of expenditures to be made by Contractor i nining

operations contemplated hereander o accomplish the Work Program tor each

partcular pernod.

Calendar Year or Year  means w penod ol twelve  (12) consceulive months
starung with the lirst day ol January and ending on December 31, while “Calendar
Quarter”  means a pertod of three consecutive months with the tirst calendar
quarter starting with the fist day ol January

Commerctal Production means the production of sutlicient quantty of minerals to
sustain, cconomic viab!ity ol mining  operations reckoned from the date of
cominercial operation as declared by the Contractor or as stated i the feasibility

study, whichever conies first

Republic of the Philippmes adopted by the Constitutional Convention of 1986 on
October 15, 1986 and ratiticd by the People of the Republic of the Plulippines on
February 2, 1987,

Constitution or Philippue Constitution — means the 1987 Constitution of” the

yntract Area  means the arca onshore or oflshore delineated under the Mineral
l’lmluumn Sharing Agreemgnt subject o the relinquishment -obligations of the
Contractor and properly defined by latitude and longitude or bearing and distance.

Contr cal

tract
the Effective Date of this Agrecment or from the anniversary of such Effective
Dale

Contractor — means  PYRAMID  HILL  MINING & INDUSTRIAL
CORPORATION or its assignee or assignees of interest under this Agreement:
Provided, That the assignment of any ol such interest is accomplished pursuant to
the pertinent provisions of the mmplemienting rules and regulations of the Act.

eclar Lol Mining Feasibility means a document proclaiming the presence of
minerals iu a :,pu,mc site that are recoverable by socially  acceptable,
cnvironmentally “sale and cconomically sound methods specified in the Mine

Development Plan

l)cp‘ulp\u)l, or b

ENR means the Department ol Environment and  Natural

Resources.

Director means the Director of Mines and Geosciences Bureau.
Effective Date  means the date ol execution of this Agreement by the Contractor
and by the  Sccretary on belali pf the Government. In case an Exploration
Permit/ Temporary Exploration l’unu had been availed ol by the Contractor, the
Ltlective Date of this Agreement shall be the date ol issuance of said Lxploration
Permit/Temporary Exploration Permit

Environment  means all facets of man’s surroundings:  physical, ecological,
aesthetic, cultural, economic, historic, institutional and social

Exploration  means scarching or prospecting for mineral resources by geological,
geophysical and geochemical surveys, 1emote sensing, test pitting, trenching,
drilling, shafl sinking, tunneling, or any other means for the purpose of determining

B ) . i L
‘x ar means a penod ol twelve (12) consecutive months counted [rom
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i the existence, extent, quality, and quanuty of miaeral resources and the feasibility
ol nuntng them tor profu

|

! TS Lxploration Penod  shall mean the tine penod trome the Bilective Date ol this

| Agrecment which shall be lor two (2) years, renewable tor like pertods but not to
exceed a total term of s (0) years subject Lo the pertnent provisions of the
implementing rules and regulations ol the Act

219 Porce Majeure means acls or circuinstances beyond the reasonable control ol the
Contractor including, but not himited to war, rehellion, surrection, riots, civil
disturbances, blockade, sabolage, embargo, stitke,  lockout, any dispute with
surtace owners and other labor dispultes,  epidenies, carthquake, storm, tlood, or
other adverse  weather  conditions,  explosion,  lire, adverse action by  the
Government or by any ol s msttumentality or subdivision thereol, act of God or
any public cnemy and any cause as herein described over which the affected party

has no reasonable control

1 Exchange means any currency other than the currency ol the Republic off
llppmu. acceptable to the Government and the Contractor

221 Government means the Government of the Republic of the Philippines or any of
its agencies and mstrumentalitics

222 Gross Outpul means the actual market value ol the minerals or muneral products ..
from cach mme or mineral land operated as a separate entity, without — any

o

deduction for mining, processing, relining, transporting, handling, marketing,

£
any other expenses: Provided, That if the mincrals or mmeral products are sold or ™
consigned abroad by the Contractor under C1E terms, the actual cost of ocean =
freight and msurance shall be deducted: Provided further, ‘That o the case of \
mineral  concentrates which are not traded in commodity  exchanges i the \
Philippines or abroad such as copper concentiate, the actual market value shall be

the world price quotation of the refined nueral products contained  thereof <.
prevailing m the said commodity exchanges, after deductng the smelting [ relining,
treatment, nsurance, transportation and other charges incurred in the process of e

converting mineral concentrates nto relined metal traded in those commodity
W exchanges.

2
(]
-

Mine  Development  =zlers to work undertaken to - prepare an ore body or a

mineral deposit for miing, including the construction ol necessary infrastructuress——
and related lactlities

224 Minerals  mean all naturally occuriing inorgauic substances in solid, liquid, gas or
any mtermediate state excluding encigy matenals such as coal, petroleum, natural
i gas, radioactive malterials and geothermal cnergy

;;r 225 ivimeral Products  mean materials derived from mineral ores/rocks and prepared
o marketable state by metallurgical processes which include beneficiation,
cyanidation, leaching, smelting, calcination and other similar processes.

220 Mining Arca means that portion of the Contract Area identified by the Contractor
as delined and  delncated e a - Survey  Plan duly  approved by the Va
Dircctor/concerned  Regional - Director for purposes. of  development  and/or ! )
utilization and sites tor support facilities :
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Mining Operations mcans mining actvities mvolving exploration, feasibility study,
covironmental tnpact assessinent  development, utilization, ouneral processing,
and mine rehabilitation

Notice means notice i witting, telex or telecopy (authenticated by answer back

or conlirmation recerved) addressed or sent as provided i Section 16.2 ol this

CAgreentent

Ore  means naturally oceursimg substance or matenal from which a mineral or
clement can be muned and/or processed for protfit

Pollution  micans any alteration ot the physical, chemical and/or biological
properties ol any water, an and/or land resources of the Philippiues, or any

discharge thereto ol any liquid, gascous or solid wastes or any production of

unnecessary noise or any emission of objectionable odor, as will or is likely (o
create or render such water, air, and land resources harmful, detrimental or
mjurious to public health, safety or wellare or which will adversely — alfect  their
uttlization for domestic, commercial, industiial, agocultural, recreational or other
fegitimate purposes. '

Secretary  means the Secretary ol the Departiment of” Environment and Natural
Resources.

State means the Republic of the Philippines.
Work Program  means a document which presents the plan of major mining
operations and the corresponding expenditures ol the Contractor in its Contract
Arca during a given period of tine, cluding  the plan and expenditures for
development ol host and neighboring communitics and of local geoscience and
mining  technology, as  submutted  and  approved  in accordance  with  the
implementing rules and regulations ot the Act
SECTION 1
TERM OF AGREEMENT

This Agreement shall have a term of twenty-five (25) years liom Ellective Date,

and may be renewed therealler for another term not exceeding twenty five (25) ™

years.  The renewal ol this Agreement, as well as the changes in the terms and
conditions thereol, shall be upon mutual consent by the partics. In the event the
Government decides 1o allow immning operations thereafter by other Contractor,
this must be through competitive public bidding.  Alter due publication of notice,

the Contractor shall have the nght 1o equal the highest bid upon renmbursement of

all reasonable expenses ol the highest bidder

SECTION 1V
CONTRAUT AREA
Size, Shape, and Location of Contract Arca. This Agreement covers a total area

ol five thousand one hundred forty nine and Y001/10000 hectares (5,149.90014
has ) situaled in the Province of Palawan and bounded by the tollowing

.



geographical coordmates  (please vefer 1o ANNEX B 150 000 scale Locanon
Map/Sketeh Plan).
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Provided, That old growth/virgin lorests and other arcas closed 1o mining that may \{\ /)
be tound within the Contract Arca shall be excluded therefron and that eulry into ==

DENR Project Arcas requires the prior consent of the concessionaires concerned

S



SECTION V
EXPLORATION PERIOD

51 lTunetable lor Exploration - The Contractor  shall commence  Exploration
’ activities not later than thice (3) months after the Bifective Date for a penod of
two (2) years, renewable tor like periods but not to exceed o total term of six (6)
g years, subject o annual review and approval by the Dicctor o evaluate
compliance with the terms and conditions of this. Agreement. Provided, 'That
turther renewal may be granted by the Scoretary under circuimstances as defined in

the inplementing rules and regulations ot the Act.

In case where a Temporary Exploration Permit was issued, the Period of such
Temporary Exploration Permit shall be mcluded as part of the Exploration Perod

ol this Agreciment

5.2 Work Programs and Budgets - The Contraclor shall stnctly comply with the
approved Exploration and Envirommental Work Programs together with their
corresponding Budgets (please refer to ANNEXES “C” and “D”).

The amount to be spent by the Contractor i conducting Exploration activities
under the terms of this- Agreement durg the Exploration Pernod shall be e the
aggregate ol not less than that  specitied for cach of the  Contract Years, as__
follows: >

For the Explorauon Woik Program:

Ist Contract Yeai ' Phir 4,569 000.00 NS
2nd Contract 'Yeat v Phi  8,415,000.00 )
Total PhP 12,984,000.00 "
For the Environmental Work Program </
Total : PhP 1,298,400 00 : o

In the event ol renewal of the Exploration Period, the amount to be spent every——

year shall Lirst be agreed upon by the parties.

I the cvent ol termination of this Agreement, the Contractor shall only be obliged
to expend the pro-rata amount for the period of such Contract Year prior to
termmation. 1 during any Contiact Year, the Contractor should expend more than
the amount to be expended as provided above, the excess may be subtracted lrom

the amount required (o be expended by the Contractor durmg the succeeding
Contract Years,

3

and should the Contractor, due to unloreseen circumstances or
with the consent ol the Government, expend less during a year, then the deficiency
shall be applicd (0 the amount o be expended during the succeeding Contract
Years. ‘

53 Relinguishiment ol Total/Portion of the Contract Area - During the Exploration
Period, the Contractor may relinquish totally or partially the original Contract
Area. Alter the Exploration Period and prior to or upon approval of a Declaration
ol Mining Project Peasibility, the Contractor shall tinally relinquish any portion of
the Contract Area not necessary for mining operations and not covered by any -
Declaration of Mining Project Feasibility
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Final Mhning, Adea Fhe Tal Mg Acca shall oot be more than live
thousand h;a:lmm (5,000 has ) Tor metathic moerals and one thousand hectares
(1,000 has)) o noon-metallic uicrals The Drector may allow the Contractor (o
hold more than one (1) fnal Minmge Avca subject 1o the maxunum luntts set undet
the implementing tules and regulanons ol the Act,  Provided, That um;h. lh_ml
Mining Arca shall be covered by a beclaration of Mining Project Feastbility
:;UI‘J]JU‘IHIUH by « Muimg Project Peasibility Study, DevelopmenvUtilizauon Work

Program and application for survey

Survey ol the Contract Arca - The Contractor shall cause the survey ol I.hc
])L‘.lilll;:lv\:l ol the Contract Arca through an apphication tor survey, cuxnplc@ withi
cequireents, filed with the concerned Regronal Oflice simultancous with the
subnission ol the Declaration of Mining Project Feasibility  Survey returns shall
be submitted 1o the concerned Regrtonal Diector for approval within one (1) yeat
from recapt ol the Order ol Survey complete with the mandatory requirements -

stated ni the implementing rules and regulations ol the Act

Declaration of Mining Project Feasibility - During the Exploraton Period, the
Contractor shall submit (o the Durector through the concerned Regional Director,
a Declarauon ol Munng Project Feasibility  together with a Minmg Project
Feasibility Study, a Three (3)-Year Development and Construction or Conmnerctal
Operation: Work Prograng, a complete geologic report of the arca and  an
Enviconmental Compliance Cernhicate. The Mming Project Feasibility Study and
Work Program are subject Lo approval by the Director,

~.
Fatllure of the Contractor o submic a Declaration of Mining Project Feasibility \
during the Exploration Period shall be considered a substantial breach of this !

Agreement

Reporting

@) Penodic Repoits - Duiing the Exploration Period, the Contracior shall J
submit 1o the Director through the concerned Reglonal Dircctor, quarterly T
and annual accomplishment reports under vath on all activities conducted 1.
the Contract Arca from the Eilcctive Date of this Agrecment. The quarterly
tepott shall be subnutted not later than lilteen (15) days at the end of cach

Calendar Quarter while the annual accomplishiment report shall be submitted =
not later than thirty (30) days from the end of cach Calendar Year. Such =)
wlormation shall include detailed lnancial cxpenditures, raw and processed
geological, geochemical, geophysical and radiometric data plotted on a map .
aba mmnnunt 150,000 scale, copies ol origmals ol assay results, duplicated S
satples, field  data,  copies of originals  from ditlling - reports,  maps,

chvitonental - work program implementation and  detailed expenditures

showing  discrepancies/deviations  with approved  explotation  and

cnvironmental plans and budgets as well as all other inlonmation ol any kind

collected during the exploration activitics.  All mformaton submitted to the

Burcau shall be subject 1o the conlidentiality clause of (his Agreeient,

b)  Final Report - The Contractor shall subnut 1o the Director through the \

concerned Regional Dircetor,  a linal report under oath upon the explration
of the Lxploration Period which shall be 1o the form and

comparable 10 published  prolessional reports ol

substance
respectable miternational
wstitutions and  shall meorporate all the findings in the Contract Area
mcluding locatioi ol sanples, ASSiys, '

chenucal analysis, and assessment of
mieral potentials together with geologic map ol 1:50,000 scale at the

\




