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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);
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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
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Bangko Sentral means Bangko Scntral ng Pilipinas.

N~
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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

Ao




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

\




mininum showing the results ol the exploration. Such report shall also
include detailed expenditures incurted during the Exploration Pertod. In case
i of  diamond drilling, the Conuactor  shall,  upon  request ol the
| Director/concerned  Regronal Director, submit to the Reglonal Othice a
quatter of the core samples which shall be deposited in the Regional Office
Core Library for safckecping and relerence

¢)  Relinquishiment Report - The Contractor shall submit a  scparate

relinguishiment report with a detatled geologic report ol the relinquished area

©accompanied by maps at a scale of 1:50,000 and results of analyses and
detatled expenditures, among others

SECTION VI
DEVELOPMENT AND CONSTRUCTION PERIOD

o1 Timetable - The Contractor shall complete the development of the mine including
the construction of production facilities within thirty six (36) months [rom the
submission ol the Declaration ol Mining Project Feasibility, subject to such
extension. based on jusufiable reasons as the Director may approve, upon
recommendation of the concerned Reglonal Direclon

6.2 Reporting
a)  Annual - The Contractor shall submit, within sixty (60) days alter December
31 of each year, to the Director through the concerned Regional Director,
an annual report which states the major activities, achievements and dcluilul"i.:;.._.\,\_"~
expenditures during the year covered, including maps, assays, rock and '
mineral analyses and geological and cavironmental progress reports  during
the Development and Construction Period
' .
b)  Fnal Report - Within six (6) months rom the completion of the development
and construction activities, the Contractor shall submit a final report to the J/
Director through the concerned - Regional Director. Such report shall T
mtegrate all mtormation m maps of appropriate scale and quality, as well as
i monographs or reports in accordance with international standards. =
SECTION VII . o
_ 5
OPERATING PERIOD .
7.1 Timetable - The Contractor shall subnuit, within thirty (30) days before completion
of mine development and construction of production tacilities, to the Director
through the concerned Regional Director, a Three-Year Commercial Operation
Work  Program The  Contractor  shall  commence  commercial utilization
immediately upon approval of the aforesaid Work Program.  Failure of the
Contractor to commence . Commercial  Production within the period shall be
cousidered a substantial breach of the Agreement. {l
,,,,, \ . . | | . ! )
12 Commercial Operation Work Program and Budget - During the Operating Period, | v

the Contractor shall submit o the Director through the concerned Regional /““’M
Dircctor, Work Programs and Budgets covering a period of three (3) years each, \
which shall be submitted not later than thirty (30) days betore the expiration of thé

period covered by the previous Work Program.

yay,
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The Contractor shall conduct Mining Opcerations and  other activities for the
duration ol the Operating Period in accordance with the duly approved Work
Programs and corresponding Budgets and any modilication thercor shall be subject

Lo approval by the Duector,

73 Expansion and Moditication ol Facilities - The Contractor may ake expansions,
modilications, tmprovements, and replaccments ol the g tacihites and may
add new facilitics as the Conlractor may consider necessury lor the operations:

Provided, That such plans shall be cmbodicd in an appropriate Work Program

approved by the Director

7.4 Reporting

a)  Quarterly Reports - Beginning with the first Calendar Quarter following the
commiencenient ol the Operating Period, the Contractor shall submit, within:
thirty (30) days alicr the end of cich Calendar Quarter, (o the Director
through the concerned Regional Director,  a Quarterly Report stating the
tonnage ol production in - terms ol ores,  concentrates, and  their
corresponding grades and other types of products; value. destination of sales
or exporls and 1o whom sold; terms of sales and expenditures,

™
b) Annual Reports - During the Operating Period, the Contractor shall submit-
within sixty (60) days fiom the end of each Calendai Year, to the Director )
through the concerned Regional Director, an Annual Report indicating in
sullicient detail: ’
SN
N
b.l) The total tonnage of ore reserves, whether proven, probable, or™
iterred, the total tonnage ol ores, kind by kind, broken down belween
tonnage  mined, tonnages  transported  from the minesite and  their-

conesponding - destination,  (onnages stockpiled i the mine and |
clsewhere i the Philippines, tonnages sold or conmmitted for export /
(whether actually shipped from  (he Philippines  or not), tonnages
actually shipped from (he Philippines (with [ull details as (o purchaser, 2
destination and terms  of sale), and if known (o the Contractor, -
tonnages retined, processed or manutactured in (he Philippines with full
specilications as o the intermediate products, by-products or linal
products and ol'the terms at which they were disposed:

b.2) Work accomplished and work - progress at the end of the year in U
question with respect o all the installations and tacilities related (o the

uliization  program, wcluding  the  investment actually  made  or et
conmitied,

b.3) llul_llt, ol W()‘ll\ toree, mcluding Management  and - staff, slating
particularly their nationalitics, and for Filipinos, their place of origin
(e, barangay, Lowil, province, region); and

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

Fhe Contractor shall also comply with other reporting requirements provided for

mn the mplementing rules and regulations of the Act

10
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3.5

8.0

EHI“‘,W‘"!'“)N Vil
FiIsCAL REGIME

General Principle - The liscal regime ol this Agreement shall be governed by l.l.\c
prunciple according 1o which the Government expects a reasonable return in
ccononie value for the utilization of non-renewable mineral resources under its
national sovereignty while the Contractor expects a reasonable return on its
investment with special account to be taken for the high risk of uxpiomli‘u‘vn'“ the
terms and conditions prevailing elsewhere in the industry and any special efficiency
to be galned by a particularly good performance of the Contractor,

Registration Fees - Within fifteen (15) days upon receipt of the notice of appruval
of the Agreement from the concerned l‘(cgionnl_ Oflice, the Contractor shall cause
the registration ol this Agreement with the said Regional Oflice and pay the
registration fee at the rate provided in the existing rules and regulations.  Failure
ul'vlhc Contractor o cause the registration of this Agreement within the prescribed
pertod shall be sullicient ground for cancellation of the same

Occupation Fees - Prior 1o registration of this Agreement and at the saimne ‘(k‘ue
every year therealler, the Contractor shall pay to the concerned Munictpal/City
Treasurer an occupation  Iee over the Contract Area at the  annual rate
provided in the existing rules and regulations. 1 the fee is not paid on the date
specilied, the Contractor shall pay a surcharge ol twenty five percentum (25%)
of the amount due in addition (o the oceupalion fees.

-

~, N

Share ol the Government - The Government 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 amending Section 15| (a) of the National Internal Revenue (,‘od%e\ls
amended, as well as other taxes, dutics, and fees levied by existing laws. S

For purposes of determining the amount of the herein Government Share, thé
Contractor shall strictly comply with the auditing and accounting requiretients

prescribed under existing laws and regulations.

The Government Share shall be allocated in accordance with Sections 290 and 292

of Republic Act No. 7160, otherwise kiiown as “The Local Government Code of

19917

Pricing of Sales - The Contractor shall cnideavor to obtain the best achievable price
tor its production and pay the lowest achievable marketing commissions and
related fees. The Contractor shall seek to strike a balance between long-term sales
comparable (o policies - tollowed by independent producers in the international
mining industry

the Contractor shall likewise seck a balanced distribution among consumers.
Insolar as sales to Contractor’s athiliates are concerned, prices shall be at arm’s
length standard and conmpeting otlers for lar

ge scale and long-term contructs shall
be procured. The Burcau shall be turnishec

. ‘ ‘ I'a copy of the said Sales Agreement
subject to conlidentiality between (he Bureau and the Contractor.

/\‘SSUClilchl Mincrals - I munerals other than limestone and shale deposits are
discovered in commercial quantities in the Contract Area, the value thereof shall be

added 1o the value of the principal mineral in computing the Government share.
|
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SECTTTON IX
WOKK PROGERANS

Submission to Government - Within the penods stated heren, the Contractor shall
prepare and submit to the Dircctor through the concerned  Regronal Director,
Work Progrant and corresponding Budget for the Contract Arca stating the
Miing Operations and expenditures which the Contractor proposes Lo catry oult
during the period covered with the details and particulars set Lorth elsewhere n

this Agrecment or i the supporting docuuients

Government's  Exannnation and Revision ol Work Program - Should  the
Goverment wish Lo propose w revision (o a certain specilic feature i the Work:
Program or Budget, wshall, within thirty (30) days atter recerpt thereof, provide a
Notice o the Contractor speciyting in reasonable detail ns reasons theretor.
Promptly thercalter. the Government and Contractor will meet and endeavor (o
agree on the revision proposed by the Government. Inany event, the reviston ol
any porton ol said Work Program or Budget i which the Government shall fatl to
notly the Contractor ol dQic proposed revision shall, msolar as possible, be carried
oul as prescribed herein Hthe Government should fail within sixty (60) days from
receipt thercol Lo nouty Contractor of the proposcd revisions, the Work Program
and Budget proposcd by the Contractor shall be decmed o be approved.

Contractor's Changes (o Work Program - Tuis recognized by the Government and

the Contractor that the details of any Work Program may requice changes e the
hght ol changing cicumstances The Contractor may make such changes:

Provided, That i shall not change the general objective of the Work Programn:
Provided  lurther, That changes which cotail a vartance of at least twenty
percentum (20%) shall be subject to the approval of the Director

e
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The Government's approval ol a proposed Work Program and Budget will not be
unreasonably withiheld

SECTION X

ENVIRONMENTAL PROTECTION AND MINE S{H"l‘f'l'\/ AND HEALTH

FO- The Conttactor shall manage its Mining Operations in a technically, financially,

soctally, culwrally and  envicomnentally  responsible manner 1o achieve  the
sustaable development objectives and responsibilities as provided for under the
inplementing rules and regulations ol the Act:

102 The Contractor shall prepare a plan ol mining so that s damage o the
cuvironment will be minimal - To the extent possible, control of pollution and the
transtormation of” the mined-out arcas or materials into ceononucally and socially
productive forms must be done simultancously with mining,

105 The Contactor shall submit an Environmental Work Program during  the

Exploration Perod as prescibed mthe implementing rules and regulations ol the
Act; '




| 104 An Environmental Compliance Ceitificate (ECC) shall be secured first by the
Contractor prior o the conduct ol any development woiks, construction of
production facilities and/or mime production activities in the Contract Arca;

10S  The Contractor shall submit within thirty (30) Calendar days after the issuance and
receipt of the ECC, an Environmental Protection and  Enhancement Program
(EPEP) using MGB Form No  10-2 covering all arcas to be ablected by
development, utihzauon and :[)mcussmg activities under this Agreement.  The
Contractor shall allocate for its initial environment-related capital expenditures
approximately ten percent (10%) ol the total project cost or i such amount
depending  on  the  envirommental/geological - condition,  nature and  scale  of
operations and technology 1o be employed in the Contract Area,

100 The Contractor shall submit,  within thirty (30) days prior to the beginning of
every calendut year, an Aunual Enviromuental Protection and  Enhancement
Program (AEPEP), using MGB Form 10-3, which shall be based on the approved
EPLEP. The AEPEP shall be mmplemented during the year tor which it was
submitted.  To unplement its AEPLEP, the Contractor shall allocate annually three
to live percent (3%-5%) of its direct nnning and nulling costs depending on the
environmental/geologic condition, nature and scale of operations and technology
employed m the Contract Area '

107 The Contractor shall establish a Mine Rehabilitation Fund (MRE) based on the
lnancial requirements of” the approved EPEP as a reasonable environmental
deposit to ensure satisfactory comphance with the commiments/strategies of the
EPEP/AEPER and availability of funds for the performance ol the EPEP/ABPER .

during the specific project phase. The MRE shiall be deposited as Trust Fund ina

government  depository  bank and shall be used  for physical and  social {

3

[

rehabilitation of arcas allected by mining activities and for research on the social,

technical and preventive aspects ol rehabilitation: B

tO.8  The Contractor shall set up  mitigating measures such as mine waste and mill
tathings disposal system, mine rehabilitation or plan, wate quality monitoring, ete-

o minimize land degradation, air and water pollution, acid rock dramnage and
7 changes in hydrogeology, /

e

109 The Contractor shall set up an Environmental and Safety Office at its minesite B
manned by qualified personnel o plan, implement and monitor its approved EPEP; s

1010 The Contractor shall be responsible in the monitoring of envirommental safety and

health conditions i the Contract Arca and shall strictly comply with all the rules
and regulations embodied under Mines Administrative Order No. MRD-S I, Series
ol 1991, otherwise known as the “Revised Mine Salety Rules and Regulations”:

1011 The Contractor shall be responsible for the submission of a final mine rehabilitation
'illltl/()l‘ decommissioning — plans mcludig  its  financial requirements  and
incorporating the details and particulars set forth in the implementing rules and
regulations of the Act

\
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SECTHON X

RIGHTS AND OBLIGATIONS OF THE PARTIES

I Obligations of the Contractor:
| a)  lo exclusively conduct sustainable Mining Operations within the Contract
Arca inaccordance with the provisions of the Act and its implementing rules

|
| 3 A #1 %
f and regulations; -
by  To construct and operate any  facilities spectlicd  under  the  Mineral

} Agreement or approved Work Prograa

" ¢) o deternune the exploration, mining and treatment process o be utilized in -
the Mining Operations,

1o extract, remove, use and dispose of any tailings as authorized by an

approved Work Program,

To secure all permits necessary or desirable for the purpose ol Mining

Operations;

) To keep accurate technical records about the mining overations as well as
financial and marketing accounts and make them available to Government
representatives authorized by the Director for the purpose ol assessing the
performance and compliance of the Contractor with the terms of thigs

Agreement Authorized representatives of other Government Agencies may \\

also have access 10 such accounts in accordance with existing laws, rules and

: 2
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regulations; ' , e

"~
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To furnish the Bureau all the data and wformation gathered from the
Contract Area and that all the books of accounts and records shall be open

rem
T
~—"

] tor inspection; , -

h)  To allow access to Government during reasonable hours in mspecting the )
Contract Area and examining pertinent records for purposes ol monitoring -~
compliance with the terms of this Agreement;

1) 1o hold the Government free and harmless from all claims and accounts of 2
all kinds, as well as  demands and actions arising out of the accidents or - s
juries 10 persons or propetties caused by Mining  Operations of (he
Contractor and indemmify the Government for dny expenses or costs meurred,
by the Government by reason of any such claims, accounts, demands ur\
dactions;

1) In the development of the comumunily:

1) To recognize and respect the rights, customs  and traditions  of
indigenous  culiural communities over their ances(ral lands and o
allocate royalty payment ol not less than one percent (1%) of the value
ol the gross output of minerals sold;

P9 . . T . . - e @ % § = - i
J-2) To coordinate with proper authorities i the development ol the ming .z
community  and  tor those living in the host and neighboring
commuanities  through  social  infras ructure, - hivelihood  programs

= 2
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education, water, clectricity and medical services.  Wheie (raditional

seli-sustatning meome and the community activities are identified to be

present, the  Contractor  shall assist in the  prescivation  and/or

cnhancement ol such activities;

).3)  To allot annually a minimum of one percent (1%) of the direct miniqg
and nulhng costs necessary 1o unplement the activities undertaken in
the development of the host and neighboring comumunitics. Expenses
for community  development may be charged  against the royalty
payiient ol at least one percent (1%) ot the gross output mtended for

the concerned mdigenous caltural community;

j4)y  To give preference (o Filipimo citizens who have established domiuilg in
the neighboring communities, in the hiing of personnel for its mining
operations. ' necessary skills and expertise are currently not available,
the Coatractor must immediately prepare and undertake a training and

recrurtinent program al is expense,

j-5) To incorporate mothe Mining Project Feasibility Study the planned
expenditures necessary o unplement (). 1) to (j.3) of this Section,

L the development of Mining Techinology and Geosciences:

k1) In-the course of its operations, o produce geological, geophysical,
geochemical and other types of maps and reports that are appropriate in
scale and in format and substance which are consistent with the
internationally accepted standards and practices Such maps shall ke

made avatlable o the scientific community in the most convenient and M
cost ellective forms, subject o the condition that the Contractor may

delay release of said information for a reasonable pertod of time which /
shall not exceed three (3) years; '\\\\ )

k2) To systematically keep the data generaled trom the Contract/Mining
Arca such as cores, assays and other related mtormation, including
cconomic and financial data and make them accessible to students, -
tescarchiers and  other persons tesponsible for developing mining,
geoscience and processing technology subject o the condition that the 5
Contractor may delay release of data to the science and technology

cominunity within a rcasonable period of time which shall not exceed <
. !
three (3) years; b
)

M~ *
N )

k.3) To wanster 10 the Government or local mining  company the
appropriate technology it may adapt in the exploration, development
and commercial utilization of the minerals in the Contract Area;

k.4) To allocate research and development budget tor (he advancement of
g technology and geosciences in coordination with the Bureau,
research mstitutions, academe, ele.;

.
A~

k.5) To replicate data, maps and reports cited in (k. 1) and (k.2) and furnish
the Bureau for archiving and systematic satekeeping which shall be
wade available 10 the  science and technology community  for
conducting research and undertaking other activities which contribute
to the development of Huning, geoscience and prouessilig technology
and the corresponding national pool of manpower talents: Provided,

b
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however, that the release ol data, maps and the like shall be stuiilarly
constratned maccordance with (k1) and (k.2) above.

[) To corporate in the Mining Project Feasibility Study  the  planned
expendrtures necessary to implement all the plans and programs set forth in
this Agreement; and

m) o pay all other taxes and lees mandated by existing laws, rules and

regulations

Rights of the Contracior

The Contractor shall have the right:

a)

b)

¢)

d)

¢)

“)
&

1o conduct Mining Operations within the conlines ol its Contract/Mining
Arca in accordance with the terms and conditions hercof and that it shall not
intertere with the vights ol other Contractors/Lessees/Operators/ Permittees;

OF possession of the Contract Area, with full right of ingress and egress
and the tight to oceupy the sume, subject to surface and eascment rights;

To use and have access 1o all declassificd geological, geophysical, drilling,
production and other data relevant o the mining operations,

To sell, assign, lransfer convey or otherwise dispose ot all ils rights, interests

and - obligations under the Agreement subject o the approval ~al' the
Government, N

To employ or bring into the Philippines forcign technical and specialized

personnel, including the immediate members of their tumilies as may be

required i the operations ol the Contractor, subject 1o applicable laws and

regidations” Provided, That 1f the cimployment connection of such foreign

persons with the Contractor ceases, the applicable laws and regulations on
inigration shall apply (o them, Fverytime foreign technologies are utilized

and where alien exceutives are cmployed, an effective program of training

understudies shall be undertaken. The alien cmployment shall be limited Lo

technologies requiring highly specialized radning and experience subject to

the required approval undes cxisting laws, rules and regulations;

Toenjoy casement rights and use of timber, water and other natural
tesources - the Contracl  Area subject (o
regulations and the rights of (hir parties;

perinent laws, rules and

Ol tepatiiation ol capital and remittance ol prolits, dividends and interest on
loans,” subject (o existing laws and Baongko Sentral rules and regulations;
and

Fo import when necessary all cquipment, spare parts and raw materials
requited in the operations in accordance willy existing laws and regulations.

/'\_
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113 Obligation of the Government

The Government shall

a)  Posure that the Contractor has the Government's full cooperation in the

eacreise ol e tights granted (o 1 under s Agreciuent,

b) Use its best ellons o ensuie the tnely issuance of necessary peronils and

stnilar anthorizing documents o use ol the surlace ol the Contract Arciu;

and

¢)  To cooperate with the Contractor in ls cltorts o obtain lancing
contemplated hercin from banks or other financial wstitutions: Provided,
That such hnancing atcangeinents will in no event reduce the Contractor’s

obligation on Governnient rights hercander

SECTION X1t

ASSICES AND FOQUIPMENT
21 The Contractor shall acquire tor the Mining Opciations oaly such assets that are

reasonably estmated 1 be required in carrying oul such Mining Operations. -

B
122 All materials, cquipment, plant and other installations crected or placed on the
Contract Arca of a movable nature by the Contractor shall remain the property of
the Contractor The Contractor shall have the 1ight (o remove and re-exporl such
tialerials and cquipment, plant and othe wstallations fronm the Philippines, subject
Lo existing tales and regulations 1 case ol cessation ol Mining Operations on
public lands  occasioned by iy volontary  abandomment o withdrawal,  the
Contractor shall have 4 petiod ol one (1) year from the tnie ol cessation within
which (o remove 1y Hnproveaents,  otherwise, all social wirastructures  and
tacilities shall be wined ove o donated tax free 1o the proper govermment
authovites, national o local, (o cosure that said frastructures and Tacilitics are
contnuously maintained and utihized by the host and neighboring connnunities.

SECTHON Xily
EMPLOYMENT AN TRAINING O PHILIPPING PERSONNIE,

3.1 The Contractor apiees o employ, 10 the extent possible, qualilied Filipino
petsonnel i all types of HIING operations o whicl, they are qualificd: and after
Commercial Production conmnences shall, in consultation and with consent of the
Goverment, prepace and undetake an exiensive Waining programme suitable (o
Filipino wationals in ] levels o cnnployiment The objective of said prograinme
shall be 1o reach within (e tmetable sel forth below (e tollowing targels of
“Fdipinization”

Unskilied (o) Skitled (7o) Clerical () Protessiond %) Mamagemeny (%)
Year | [ 100 OO UG o6
Year 3 10U 100 10U ) 14
'h’l'u;ar 5 106G oG ! ] 1oy
Yewr 7 LUy 100 o FOG HOU
Year 1 160 100 ‘ 10U 100 100
Yeur 13 100 10w 100 P00 100
WA
: 17
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ost and expenses ol traming such Filipmo personnel and the Contractor’s own

cmployees shall be mcluded 1w the Operating Eapenses.

The Contractor shall not discrunmunate on the basis of gender and shall respect the
right of women workers (o patticipate w policy and decision-making processes

allecting their rights and benelits

2 C
i3
b4
b2
L3
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2 This Agreement terminates or may |

SECTION XV
ARBITRATION

The Government and the Contractor shall consult with each other in good faith
and shall exhaust all available remedies (o settle any and all disputes o1
disagrecinents  arnsing  out o o relating  to  the validity, interpretations,
entorceability, or performance of this Agrecment betore resorting to arbitration as
provided tor in Secuon 14.2 below

Any disagreement or dispute which can not be setted amicably within a period ol
one (1) year from the time the issue was raised by a Party shall be sewled by a
tribunal of three (3) arburators. Tlus tnbunal shall be constituted as follows: one
to be appointed by the Contractor and another to be appointed by the Secretary.
The first two appointed arbitrators shall continue to consider names ot qualitieth_
persons untl agreement on a mutually acceptable Chairman of the tribunal is
selected.  Such arbitration shall be initiated and conducted pursuant to Republic /

Y

Act No. 8706, otherwise known as the “Arbitration Act” g
S

[ any event, the arbitraton shall be conducted applying the substantive laws of the
Republic of the Philippines.

Bach party shall pay lifty per centum (50%) of the fees and expenses of the

Arbitrators and the costs of arbitration.  Lach party shall pay its own costs and

altorney’s tee.
SECTION XV

SUSPENSION OR TERMINATION OF CONTRACT,
TAX INCENTIVES AND CREDITS

This Agreement may be suspended for failure of the Contractor (a) Lo comply . _
with any provision or requirement of the Act and/or its implementing rules and
regulations, (b) w pay taxes, lees and/or other charges demandable and due  the

Government

5 A e termunated for the following causes: ()
cxpuration of its term, whether original or renewal: (b) withdrawal from the
Agreement by the Contractor; (¢) violation by the Contractor of the Agreement’s
terms and conditions; (d) failute 1o pay taxes, feesfor charges or financial
obligations for two (2) consecutive years; (e) lalse statement or omission of facts
.by the Contractor; and (f) any other cause or reason provided under the Act and its
miplementing rules and regulations, or any other relevant laws and regulations.

i All statements made in this Agrecment shall be considered as conditions and

cssential parts hereof, and any falsehood in said statements or omission of  facts

.
|
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which may alter, change or allect substantially the fact set torth in said statements
shall be a ground tor its revocation and termination.

The Contractor may, by giving due notice at any time during the term ol this
Agreement, apply 1or its cancellation due (o causes which, i the opuion ol the
Contractor, render continued ' mining operation no longer teasible or viable  In
this case, the Secretary shall decide on the application within thirty (30) days trom
notice. Provided, That the Contractor has met all the tinancral, fiscal and legal
obligations.

No delay or omissions or course ol dealing by the Government shall impair any of
its rights under this Agreement, excepl i the case of a wiritten waiver. The
Government’s rnght to scek recourse and reliet by all other means shall not be-
construed as a walver ol any succeeding or other delault unless the contrary
intention 1s reduced inowriting and signed by the party authorized to exercise the
WHLVEL,

In case of termination, the Contractor shall pay all the fees and other liabilities due
up to the end ol the year m which the termmation becomes eflective.  The
Contractor shall munediately carry out the restoration of the Contract Area in
accordance with good nuning mdustry practice.

The withdrawal by the Contractor from the Mineral Agreement shall not release it
from any and all financial, environmental, legal and fiscal obligations under this
Agreement,

o
R
N \\

The following acts or onussion, wier alia shall constitute breach of contract upon
which the Government may exercise its right to terminate the Agreement: s \

a)  Failure of the Contractor without valid reason o commence Commercial -
Production within the penod prescnbed; and

2 "

b)  Falure of the Contractor to conduct mining operations and other activities in >,
accordance with the approved Work Programs and/or any modification £y
thereof as approved by the Director. =

b )

The Government may suspend and cancel tax incentives and credits it the
Contractor fatls 1o abide by the tecms and conditions of said incentives and credits. ~—

SECTION XVi
OTHER PROVISIONS

Ay Lerms and conditions resulting lrom repeal or amendraent of any existing laws
or regulation or from the enactment of a law, regulation or administrative order
shall be considered a part of this Agrecment.

Notice \

All notices, demands and other communications required or permitted hereunder =
sl‘mll be made i writing, telex or telecopy and shall be deemed (o have been duly. (/
given notice, in the case of telex or telecopy, if answered back or confirmation o
received, or if delivered by hand, upon receipt or ten days after being deposited in

the mail, alrmail postage prc‘mid and addressed as follows:

|
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I to the Government:

THE SECRETARY
Department of Fovironment and Natural Resources
DENR Buillding | Visayas Avenuc

Diliman, Quezon Cily

I o the Contractor

THE PRESIDENT
Pyrannd Hhil Minmng & tndustrial Corporation .
5885 Zobel Roxas St Palanan, Makati City

Either party may substitule or change such addiess on notice thereof 1o the other

party.

Governing Law N

. . T _— “ \‘"\., \'*
This Agrecinent and the relation between the parties hereto shall be governed by —
and constiued i accordance with the laws of the Republic of the Philippimes. The
Contractor hereby agrees and obliges itself to comply wid ihe provisions of the
Act, its implementing  rules and  regulations and  other relevant laws  and

regulations
Suspension of Obligation
a)  Any failure or delay on the part of any party in the performance of its

obligation or duties hercunder shall be excused (o the extent attributable o
lorce Majewre

b) I Mining Operations are deluyed, curtailed or prevented by such frorce g

Majewre causes, thea the time for cujoying the rights and carrying out the <
obliguuons thereby aficeted, the term of (his Agreement and all rights and o
obligations hercunder shall be extended for a perod cqual (o the period =
mvolved, o %

¢) Fhe Party, whosc ability (o pertorm s obligations is allected by such Force e
Meayenre causes, shall promptly give Notice 10 the other in wriling ol any o
such delay or fuilure of pertornmance, the expected dutation thereof and its
anticipated cffect and shall use its elfors to remedy such delay, except that
neither Party shall be under any obligation o settle a labor dispute.

Amendments

Phis Agreement shall not be annulled, wmended or modified in aiy respect except
by mutual consent in witling ol the herein partics
\




N WITNESS WHEREOK (the Parties hereto have exccuted this Apreement, as of the

day and year first above writien

THE REPUBLIC OF Tl i‘illl.,ll'l‘yﬂ!)x@/

/] /
./' f /

BY - /' /
/ / / (/

AN/H)NI() . CERILLES
/ / Secretary
l)u;}au’t{ncm ol Environnient and

/ / Natural Resources
j .

[/
L/ ¥

PYRANMID HLL MINING & INDUSTRIAL CORPORATION
BY:
7\ o= e v}

lll(u'INl(J\( AENDOZA,
Py g sident

SIGNED IN THE PRESENCIE OfF
/( k

AV

/(bl},lidllllb over Printed Name)




ACKNOWLEDG MENT

Republic of the Philippines)
) 58

Beture me, g Notary Public for and i the City of Quezon, personally  appeared
‘H\H()Nl() H. CERILLES, witl Community Tax Certificate No. Vt4¢0s 17
1ssued  on 13 JrIY ARY 2 2000 at Imahinoo, _ Z)VMUO..H’)QJ Dc,l <5Uf L in his
capacity as Secretary of  (he Department of lnvnmnnun and Natural Rvsmuu.s and
BENITO Q. BENGZON, withy Community Tax Certificate No: 145 ' RC9FS

issucd on Ol JAWUARY 260 al BUEZoW ¢y _in his capacily as
President of Central Palawan Mining & Industrial Corpor d[l()ll both known to me and to

e known (o be the same persons who executed the for egoing instrument consisting of

twenty one (21)  pages, ncluding (his acknowledgment page, aml acknowledged to me
that the sume iy their voluntary acts and decds

Y rod el
| o R Ry

IN WITNESS WHEREOF, | haye huumu) spt nly hundr,glil‘ld allix my notarial seal, this
t L B A T

day of " Al 11 2001
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