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OPTION AGREEMENT

THIS AGREEMENT made as of the 19t day of November, 2010.

BETWEEN:
CONFEDERATION MINERALS LTD., a corporation organized
under the laws of British Columbia having an office at Unit C,
12343 — 104" Avenue, Surrey, British Columbia V3V 3H2
("CFM")
OF THE FIRST PART
AND:

REDSTAR GOLD CORPORTION., a corporation organized
under the laws of British Columbia having an office at Suite 615,
800 West Pender Street, Vancouver, British Columbia V6C 2V6
("Redstar")
OF THE SECOND PART
WHEREAS:
A. Redstar is the sole recorded owner of a 100% interest in and to mineral claims located in
the Province of Ontario and more particularly described in Schedule "A" attached hereto
(the "Property”), subject to the NSR and the NCI (as hereinafter defined); and
B. CFM wishes to earn an interest in the Property.

NOW THEREFORE THIS AGREEMENT WITNESSES that for and in consideration of the
promises, and the covenants, agreements, representations and warranties herein, the sufficiency
of which is hereby acknowledged, the parties agree as follows:

1.1 Definitions

For the purposes of this Agreement the following words and phrases shall have the
following meanings:

Affiliate means, in respect of a party hereto, a corporation with which that party is affiliated
within the meaning of Section 1 of the Business Corporations Act (British Columbia) and includes
a partnership over whom a party exercises control;

Area of Interest means that area that lies within 2 kilometres of the external borders of the
Property;

Applicable Laws means the legislation and regulations thereunder of Canada and the Province
of Ontario governing the acquisition, disposition and development of Mineral Rights;

Business Day means a day, other than a Saturday or a Sunday, on which trading banks are
generally open for business in Vancouver, British Columbia;

Commercial Production means the operation of the Property or any part thereof as a Mine but
does not include milling for the purpose of testing or milling by a pilot plant. Commercial
Production shall be deemed to have commenced on the first day of the month following the first
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15 consecutive days during which Minerals have been produced from the Property at an
average rate of not less than 90% of the initial rated capacity of the Mine as specified in the
Feasibility Study;

Development Expenditures means all cash costs and expenses of whatever kind or nature
funded by CFM and Redstar, from the date the Management Committee decides to put the
Property into Commercial Production until the date of commencement of Commercial
Production, in connection with the development of a Mine on the Property including, without
limiting the generality of the foregoing:

(a) monies expended to develop, construct or acquire all Mines, plans, buildings and
other facilities and assets as contemplated in the Feasibility Study;

(b) working capital required for the initial four months of operation of a Mine on the
Property, or such other period as may be specified in the Feasibility Study;

(c) monies set aside or lodged as security for environmental remediation or
reclamation of the Property;

(d) a contingency amount of not less than 10% and no more than 20% of all
Development Expenditures, other than the charges referred to in paragraphs (b)
and (¢); and

(e) a charge equal to 3% of all Development Expenditures, other than the charge
referred to in this paragraph (e), for unallocable overhead and head office
expenses and all other expenses relating to supervision and management of all
development work done with respect to and for the benefit of the Property,
provided that such fee shall not exceed 1.5% in respect of each single contract
having an aggregate value of greater than $1,000,000 under which Development
Expenditures shall be incurred;

Earned Interest means the Interest in the Property acquired by CFM upon exercise of the
Options pursuant to the terms hereof;

Exploration Expenditures means all cash costs and expenses of whatever kind or nature funded
from the date hereof in connection with exploration of the Property including, without limiting
the generality of the foregoing:

(@) monies expended in maintaining the Property in good standing, including any
monies expended as required by Applicable Laws, and in improving the title to
the Property from time to time, and in acquiring additional property and surface
rights;

(b) monies expended in doing geological, geochemical and geophysical surveys,
drilling, assaying and metallurgical testing;

(o) monies expended in conducting studies and investigations including the
Feasibility Study;



(d) monies expended in acquiring or constructing facilities;
(e) monies expended in paying the fees, wages, salaries, travelling expenses and

fringe benefits (whether or not required by law) of all persons engaged in work
with respect to and for the benefit of the Property;

(f) monies expended in paying for the food, lodging and other reasonable needs of
persons referred to in paragraph (e) hereof;

(&) monies expended or deposited in respect of environmental bonding and
reclamation; and

(h) a charge equal to 10% of all Exploration Expenditures, other than the charge
referred to in this paragraph (h), for unallocable overhead and head office
expenses and all other expenses relating to supervision and management of all
exploration work done with respect to and for the benefit of the Property;

Expenditures means any of Exploration Expenditures and Development Expenditures;

Feasibility Study means a detailed report prepared by an independent firm of qualified mining
engineers, showing the feasibility of placing the Property or any portion thereof into
Commercial Production at an acceptable rate of return on capital, in such form and detail as is
customarily required by institutional lenders of major financing for mining projects, and shall
include a full and reasonable assessment of the mineable ore reserves and their amenability to
metallurgical treatment, a complete description of the operations, equipment and supplies
required to bring all or a portion of the Property into Commercial Production, including the
requirements for permitting, environmental protection and reclamation, and the estimated cost
thereof, a description of the mining methods to be employed and a financial appraisal of the
proposed operations supported by detailed engineering and the following information:

(@) a description of the portions of the Property to be covered by the proposed Mine;

(b) the estimated recoverable reserves of minerals and the estimated composition
and content thereof;

(0 the costs and time estimate for permitting;

(d) the proposed procedure for development, mining and production;

(e) results of ore amenability tests (if any);

H the nature and extent of the facilities proposed to be acquired for the purpose of

producing and marketing Minerals, which may include mill or beneficiation
facilities for processing ore if the size, extent and location of the mineral body
makes such mill or beneficiation facilities feasible, in which event the report shall
also include a preliminary design for such mill or beneficiation facilities;
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(o the total costs, including capital budget, which are reasonably required to permit,
& § cap 8 yreq P

purchase, construct and install all structures, machinery and equipment required
for the proposed Mine, including a schedule of timing of such requirements;

(h) all environmental impact studies and costs and all costs of reclamation;

(1) the period in which it is proposed the Property shall be brought to Commercial
Production;

() such other data and information as are reasonably necessary to substantiate the

existence of an ore deposit of sufficient size and grade to justify development of a
Mine, taking into account all relevant business, tax and other economic
considerations; and

(k) working capital requirements for the initial four months' operation of the
Property as a mine or such longer period as may be reasonably justified in the
circumstances;

First Option means the option granted to CFM pursuant to section 3.1 to acquire directly or
indirectly an undivided 50% Interest in the Property;

Interest means the undivided beneficial interest of a party in the Property and in any Mine
established thereon, expressed as a percentage thereof;

Joint Venture means a joint venture formed between the parties pursuant to section 5.1;

Management Committee means the Management Committee to be established upon the
formation of the Joint Venture pursuant to section 6.1 of this Agreement;

Mine means the workings established and assets acquired, obtained or constructed, the cost of
which was included as Development Expenditures under this Agreement, in order to bring the
Property or any part thereof into, and maintain, Commercial Production including, without
limiting generality, mine development openings, plant and service facilities, concentrator and
other metallurgical installations, tailings impoundments, infrastructure, housing and other
related facilities;

Minerals means any and all ores (and concentrates or metals derived therefrom) of precious,
base and industrial minerals, in, on or under the Property which may lawfully be explored for,
mined and sold by the parties pursuant to the Mineral Rights;

Mineral Rights means mining claims, mineral concessions, leases, surface rights, water rights
and other rights relating to minerals or to access minerals and other forms of mineral title under
the laws of Ontario, whether contractual, statutory or otherwise, and includes the NSR
Buyback;

NCI means the 15% net carried interest in favour of The Estate of Harry Newman, the terms of
which are described in Schedule “B” hereto;
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Net Proceeds means the amount determined by subtracting Costs from Revenues where:

(a) Costs means all costs and expenses actually incurred, directly or indirectly, for the
exploration, development and operation of the Property as a mine and the
production of minerals including, without limitation: (A) all costs of mining,
beneficiation and production of minerals, including demonstrable and reasonable
on-site general and administrative expenses; (B) all costs of refining, smelting,
transportation and the direct costs related to marketing and sales of minerals;
(C) all excise, property, payroll and other government taxes and royalties levied in
relation to operations, excluding only income and corporate taxes and net of all
governmental incentives, offsets, grants, credits and allowances; (D) all rents and
royalties relating to the Property or the production of minerals; (E) 5% of all costs
in the categories described in subclauses (A) to (D), inclusive, to account for all other
indirect, auditing, consulting and all other costs associated with exploration,
development production, operations, beneficiation and sales; and (F) for all years
after the calendar year in respect of which the first payment of Net Proceeds is made
in accordance with Section 5.8, 100% of Negative Net Proceeds of the prior calendar
year, if any;

(b) Revenues means the gross sale proceeds actually received by the Payor for mineral
products and all other amounts received by the Payor (excluding interest on
working capital) as a result of the expenditure of the Costs;

(c) Negative Net Proceeds means the amount by which Costs exceed Revenues; and
(d) Payor means the remaining party obliged to pay the NPI Payments.

Net Proceeds Interest means an entitlement to receive a percentage of Net Proceeds;

NPI Holder means the party entitled to the Net Proceeds Interest;

NPI Payments means the amounts to which the NPI Holder is entitled to receive on account of
its Net Proceeds Interest; and

NSR means a 2% net smelter return in favour of Newmont Canada Limited, the terms of which
are described in Schedule ”B” hereto;

Operator means the operator appointed under section 7.2;

Option Period means the period commencing on the date hereof and ending on the earlier of
the fifth anniversary of the date hereof and the date CFM notifies Redstar of its abandonment of
its rights under any of the First Option or Second Option;

Preliminary Assessment means a preliminary assessment as that term is defined in National
Instrument 43-101;

Program means a plan and budget for proposed Joint Venture operations which has been
approved by the Management Committee pursuant to section 7.2 of this Agreement or which
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has been deemed to have been approved by the Management Committee pursuant to
section 11.4 of this Agreement.

Property means the Mineral Rights described in Schedule “A” hereto together with any renewal
thereof, any other form of successor or substitute title therefor and the NSR Buyback but
excludes any Mineral Rights transferred or abandoned in accordance with section 4.6.

Second Option means the option granted to CEM pursuant to section 3.3 to acquire directly or
indirectly an additional undivided 20% Interest in the Property in order to hold an undivided
70% Interest in the Property.
ARTICLE 1
INTERPRETATION

1.2 Included Words

This Agreement shall be read with such changes in gender or number as the context
shall require.

1.3 Headings

The headings to the articles, sections, parts, paragraphs or clauses of this Agreement are
inserted for convenience only and shall not affect the construction hereof.

1.4 References

Unless otherwise stated, a reference herein to a numbered or lettered article, section,
subsection, clause, paragraph or schedule refers to the article, section, subsection, clause,
paragraph or schedule bearing that number or letter in this Agreement. A reference to "this
Agreement”, "hereof’, "hereunder”, "herein" or words of similar meaning, means this
Agreement including the schedules hereto, together with any amendments thereof.

1.5 Currency

All dollar amounts expressed herein, unless otherwise specified, refer to lawful currency
of the Canada.

1.6 Schedules

The following schedules are incorporated into this Agreement by reference:

Schedules Description
"A" Description of the Property
"B" Terms of NSR
"cr Terms of NCI
1.7 Governing Law

This Agreement shall be construed and governed by the laws in force in the Province of
Ontario and, except where matters are expressed herein to be subject to arbitration, the courts of
such Province shall have exclusive jurisdiction to hear and determine all disputes arising
hereunder. This section shall not be construed to affect the rights of a party to enforce a
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judgment or award outside the said Province, including the right to record or enforce a
judgment or award in the jurisdiction in which the Property is situated.

1.8 Severability

If any provision of this Agreement is or becomes illegal, invalid or unenforceable, in
whole or in part, the remaining provisions shall nevertheless be and remain valid and
subsisting and the said remaining provisions shall be construed as if this Agreement had been
executed without the illegal, invalid or unenforceable portion.

1.9 Knowledge

Where any representation or warranty contained in this Agreement is expressly
qualified by reference to the knowledge of Redstar, Redstar confirms that it has made due and
diligent inquiry of such persons (including appropriate officers of Redstar) as it considers
necessary as to the matters that are the subject of the representations and warranties.

ARTICLE 2
REPRESENTATIONS, WARRANTIES AND ACKNOWLEDGEMENTS

2.1 Mutual Representations and Warranties
Each party represents and warrants to the other party hereto that:

(a) it is a body corporate duly incorporated or continued, organized and validly
subsisting under the laws of its incorporating or continued jurisdiction;

b) it has full power and authority to carry on its business and to enter into this
Agreement;
(c) neither the execution and delivery of this Agreement nor the consummation of

the transactions hereby contemplated conflict with, result in the breach of or
accelerate the performance required by any agreement to which it is a party;

(d) the execution and delivery of this Agreement do not violate or result in the
breach of the laws of any jurisdiction applicable to the Property or to a party or
of its constating documents;

(e) all corporate authorizations have been obtained for the execution of this
Agreement and for the performance of its obligations hereunder; and

(f) this Agreement constitutes a legal, valid and binding obligation of the party
enforceable against it in accordance with its terms.

22 Redstar's Representations and Warranties

Redstar represents and warrants to CEM that:

(a)
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(d)

(f)
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(1) the Property is accuratelv described in Schedule "A”;

(ii) the Mineral Rights comprising the Property are presently in good
standing under Applicable Laws;

(i) the Mineral Rights comprising the Property are free and clear of all liens,
charges and encumbrances other than pursuant to Applicable Laws and
other than the NSR and the NCI; and

(iv)  the Mineral Rights comprising the Property have been properly and
legally acquired;

Redstar has legally and beneficially acquired the Mineral Rights comprising the
Property;

Redstar is the recorded and beneficial holder of the Mineral Rights comprising
the Property;

there is no adverse claim or challenge against or to ownership of or title to any of
the Mineral Rights comprising the Property, nor is there any basis therefor or
interest therein, and there are no outstanding agreements or options to acquire or
purchase the Property or any portion thereof, and no person has any royalty or
other interest whatsoever in production from any of the Mineral Rights
comprising the Property, other than pursuant to Applicable Laws or the NSR or
the NCI;

no proceedings are pending for and it is not aware of any basis for the institution
of any proceedings leading to the dissolution or winding-up of Redstar or the
placing of Redstar in bankruptcy or subject to any other laws governing the
affairs of insolvent persons; and

there are no orders or directions relating to environmental matters requiring any
work, repairs, construction or capital expenditures with respect to the Property
and the conduct of the business related thereto, nor has it received any notice
thereof.
ARTICLE 3
OPTION

3.1 First Option

Redstar hereby grants to CFM the sole exclusive and irrevocable right and option to

acquire a 50

% undivided legal and beneficial interest in the Property, free and clear of all liens,

charges, encumbrances and claims by or through Redstar (other than the NSR and the NCI) in
accordance with the terms of this Agreement, exercisable by incurring a cumulative of Five
Million Dollars ($5,000,000) of Expenditures on the Property, issuing to Redstar a total of Five
Hundred Thousand (500,000) shares of CFM and making payments to Redstar totalling Two
Hundred and Fifty Thousand Dollars ($250,000) in the following manner:
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(a) the issuance of One Hundred Thousand Shares (100,000) of CFM and a payment
of Fifty Thousand Dollars ($50,000) within 10 business days of approval of this
Agreement by the TSX Venture Exchange;

(b) Expenditures of Two Million Dollars ($2,000,000), the further issuance of One
Hundred Thousand (100,000) shares of CFM and a payment of Fifty Thousand
Dollars ($50,000) on or before the first anniversary of this Agreement;

() further Expenditures of One Million Five Hundred Thousand Dollars ($1,500,000)
the further issuance of One and Fifty Hundred Thousand (150,000) shares of
CFM and a further payment of Seventy Five Thousand Dollars ($75,000) on or
before the second anniversary of this Agreement; and

(d) further Expenditures of One Million Five Hundred Thousand Dollars
($1,500,000), the further issuance of One and Fifty Hundred Thousand (150,000)
shares of CFM and a further payment of Seventy Five Thousand Dollars ($75,000)
on or before the third anniversary of this Agreement.

3.2 Exercise of First Option

If CEM incurs Expenditures and makes the share issuances and payments in the manner
and in the period of time specified in section 3.1 (or such longer period as permitted by
Article 9) and notifies Redstar thereof, then CFM shall have exercised the First Option and shall
have thereby acquired a 50% undivided legal and beneficial interest in and to the Property free
and clear of all liens, charges and encumbrances, except the NSR and the NCI.

3.3 Second Option

Redstar hereby grants to CFM the sole exclusive and irrevocable right and option (the
Second Option”), exercisable only after the exercise of the First Option and on or before the sixth
anniversary of this Agreement, to acquire an additional 20% undivided legal and beneficial interest
in and to the Property (thereby increasing its Earned Interest from 50% to 70%) by producing, at
CFM’s cost, a Preliminary Assessment of the Property and issuing Five Hundred Thousand
(500,000) shares of CFM to Redstar; provided that, to maintain the Second Option in good
standing, CFM shall, in each year commencing on the third anniversary hereof until the earlier of
(a) the full exercise of the Second Option, and (b) the expiry of the Second Option, make minimum
annual Expenditures of $250,000.

34  Exercise of Second Option

If CFM prepares the Preliminary Assessment of the Property and issues the shares in the manner
and the period of time described in subparagraph 3.3 (or such longer period permitted by Article
10), CFEM shall have exercised the Second Option and shall have thereby acquired a 70%
undivided legal and beneficial interest in the Property, free and clear of all liens, charges and
encumbrances, except the NSR and the NCI.
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3.5  Excess Expenditures

Any Expenditures incurred by CFM in excess of the Expenditures required in each year during
the Option Period to exercise one of the options referred to herein shall be credited to the
following year or years Expenditures, including Expenditures made after the Joint Venture is
formed hereunder. For the purpose of this clause, any expenses, obligations and liabilities of
whatever kind or nature spent or incurred directly or indirectly by CFM from the date of this
Agreement in connection with the maintenance, exploration and development of the Property,
shall be deemed to be Expenditures made pursuant to this Agreement for the purpose of
exercising the options referred to herein; provided that any such Expenditures in excess of the
amounts required to exercise the First Option but not sufficient to exercise the Second Option
shall, upon the expiry of the period for exercising the Second Option, be deemed to be cash
contributions to the Joint Venture by CFM .

ARTICLE 4
RIGHTS AND OBLIGATIONS

4.1 CFM’s Right of Entry

Throughout the Option Period, CFM and its employees, agents and independent
contractors shall have the exclusive right in respect of the Property to:

(a) enter thereon;
(b) have exclusive and quiet possession thereof;
() carry out exploration, development and evaluation activities including, without

limitation, the removal of Minerals from the Property, but only for the purpose
of testing; and

(d)  bring upon and erect upon the Property such structures and other facilities as may
be necessary or advisable to carry out exploration and development and
evaluation activities.

4.2 CFM’s Obligations
CFM is obligated during the Option Period:

(a) to assist Redstar in fulfilling its obligations under section 4.3 to keep the Property
in good standing and comply with Applicable Laws, and to refrain from any
conduct or activity that might jeopardize title to or the status of the Property;

(b) to conduct all work on or with respect to the Property in a manner consistent
with good exploration, engineering and mining practices and in compliance with
Applicable Laws and all other applicable laws, rules, orders and regulations
including, without limitation, laws, rules, orders and regulations relating to
environmental matters;
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(©) to keep the Property free and clear of all liens, charges and encumbrances arising
from its operations hereunder (except liens for taxes not yet due, other inchoate
liens and liens contested in good faith by CFM) and shall proceed with all
diligence to contest and discharge any such lien, charge or encumbrance that is
filed or created;

(d) to permit the directors, officers, employees and designated consultants and
agents of Redstar, at their own risk, access to the Property at all reasonable times,
provided that Redstar shall indemnify CFM against and save it harmless from all
costs, claims, liabilities and expenses that CEM may incur or suffer as a result of
any injury (including injury causing death) to any director, officer, employee,
designated consultant or agent of Redstar while on the Property except to the
extent that any such costs, claims, liabilities or expenses result from CFM's gross
negligence or wilful misconduct;

(e) to deliver to Redstar copies of all reports prepared by or for CFM and all
information on exploration activity and results from active field operations; and

(f) to maintain true and correct books, accounts and records of Expenditures;

And CFM shall indemnify and save harmless Redstar from and against any and all liabilities,
losses, claims, damages (including, without limitation, penalties, fines and monetary sanctions
but excluding lost profits and any other consequential damages), costs, lawyer's fees and
disbursements on a solicitor and his own client basis, court costs, accountant's fees and
expenses and all other out-of-pocket expenses in connection with or arising in any way
whatsoever out of any breach by CFM of its covenants contained in this section 4.2.

4.3 Redstar’s Obligations
Redstar shall, until the formation of the Joint Venture:

(a) refrain from agreeing to any amendment to or waiver in respect of the terms of
the Mineral Rights comprised in the Property, or the abandonment of all or any
portion of the Property, without the prior written consent of CFM; and

(b) promptly deliver to CFM any notices, demands, or other communications
relating to the Property that Redstar receives from any government or regulatory
authority or any third party.

And Redstar shall indemnify and save harmless CFM from and against any and all liabilities,
losses, claims, damages (including, without limitation, penalties, fines and monetary sanctions
excluding lost profits and any other consequential damages), costs, lawyer's fees and
disbursements on a solicitor and his own client basis, court costs, accountant's fees and
expenses and all other out-of pocket expenses in connection with or arising in any way
whatsoever out of any breach by Redstar of its covenants contained in this section 4.3.
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44 Emergency Expenditures

Notwithstanding any other provision of this Agreement, CFM shall be entitled, but not
obligated, to incur as Exploration Expenditures all costs and expenses necessary to preserve or
protect life, limb, property or the environment, or the title to the Property or otherwise in the
course of exploration, development or evaluation activities.

4.5 Registered Title

During the Option Period, legal title to the Property shall be in the name of CFM and
beneficial title shall be in the name of Redstar and Redstar shall do all things necessary to effect
the transfer of legal title to the Claims immediately after the execution of this Agreement.

4.6 Abandonment of Property
During the Option Period, CFM may:

(a) where required under Applicable Laws and with the consent of Redstar, release,
surrender, abandon or otherwise relinquish any Mineral Rights comprised in the
Property; or

(b) by written notice to Redstar, elect to abandon any part of the Mineral Rights
comprised in the Property.
ARTICLE 5
FORMATION OF JOINT VENTURE

5.1 Joint Venture Formation

Upon the expiry of the Option Period, but subject to the exercise of the First Option by
CFM, CFM and Redstar shall be deemed to have formed a joint venture, on the terms contained
herein, for the purpose of carrying out all such acts as are necessary or appropriate, directly or
indirectly to:
(a) explore and, if deemed warranted, develop the Property or any part thereof and
equip it for Commercial Production;

(b) so long as it is economically feasible, operate the Property as one or more Mines;
and
() engage in such other activity as may be considered by the parties to be necessary

or desirable in connection with the foregoing.

5.2 Initial Interests and Expenditures after First Option

If the Joint Venture is formed after the exercise of the First Option but without the
exercise of the Second Option:

(a) CFM shall have an initial Interest in the Joint Venture of 50% and Redstar shall
have an initial interest in the Joint Venture of 50%;
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(b) initial deemed Exploration Expenditures shall be $5,000,000 for CFM and
$5,000,000 for Redstar; and

(o) CFM shall be deemed to have made a cash contribution to the Joint Venture, for
the purpose contemplated by section 5.4 hereof, of an amount equal to the
amount by which the Expenditures incurred by CFM pursuant hereto exceeds
$5,000,000.

5.3 Initial Interests and Expenditures after Second Option
If the Joint Venture is formed after the exercise of the Second Option:

(a) CFM shall have an initial Interest in the Joint Venture of 70% and Redstar shall
have an initial interest in the Joint Venture of 30%; and

(b) initial deemed Exploration Expenditures shall be $7,000,000 for CFM and
$3,000,000 for Redstar; and

(c) CFM shall be deemed to have made a cash contribution to the Joint Venture, for
the purpose contemplated by section 5.4 hereof, of an amount equal to the
amount by which the Expenditures incurred by CFM pursuant hereto exceeds
$7,000,000.

5.4 Interest Adjustment When Party Elects Not To Contribute

Subject to section 5.5 and 5.6 hereof, all costs of exploration, development and production of the
Property shall be paid by the parties in the same proportions as their respective Interests in the
Property and the Joint Venture; provided that, in the event a party gives notice to the other
party that it has elected not to contribute its pro-rata share of such costs, the other party may
pay all or part of such share and the non-contributing party shall thereafter be deemed to have
transferred, assigned and conveyed to the other party one half of one percent (0.5%) of all right,
title and interest in and to the Property and the Joint Venture for each $50,000 so paid by the
other.

5.5 Interest Adjustment When Party Defaults In Making Contribution

Subject to section 3.5, in the event that a party elects to contribute its pro-rata share of
the costs of exploration, development and production of the Property but thereafter defaults in
making such contribution, the other party may pay all or part of such share and the non-
contributing party shall thereafter be deemed to have transferred, assigned and conveyed to the
other party one half of one percent (0.5%) of all right, title and interest in and to the Property
and the Joint Venture for each $25,000 so paid by the other party.
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5.6 Limitation of Dilution

No party shall be deemed or required to transfer, pursuant to section 5.4 or 5.5, any
interest in the Property to the other party where to do so would reduce that party's interest in
the Property to less than 5% of all right, title and interest in the Property.

5.7 Conversion of Interest to Net Proceeds Interest

Upon a party's interest being reduced to 5% or less of all right, title and interest in the
Property, the Joint Venture shall cease and such party shall be deemed to have assigned and
conveyed all of its Interest in and to the Property and the Joint Venture to the other party in
consideration of a 5% Net Proceeds Interest, which shall be the right to receive 5% of Net
Proceeds, as and when available, and that party shall not thereafter be entitled to participate in
the management of the Property and the work carried out thereon and shall not be liable for
any costs incurred in respect thereof.

5.8 Calculation and Payment of Net Proceeds Interest

The Net Proceeds shall be calculated on the basis of a calendar year (or any other period
of 12 consecutive months adopted by the Payor for tax purposes) and payments shall be
estimated and paid in four quarterly installments, which may be adjusted by the Payor as may
be required to account for any overpayment or underpayment in the previous quarter.

5.9 Annual Statements

The Payor shall provide to the NPI Holder, annually, a statement detailing the Revenues
and Costs and the calculation of the Net Proceeds and the NPI Payment and the NPI Holder
shall have 60 days to object to the accuracy of any statement or the amount of the NPI Payment
with any dispute being referred to the Payor’s independent auditors for resolution.

5.10 Limit of Net Proceeds Interest

The NPI Holder shall not have any right to or interest in the Property, other than the
right to receive the NPI Payment as and when due, and the Net Proceeds Interest shall not
impose on the Payor any obligations with respect to the conduct of operations on the Property
or the retention or abandonment of the mineral concessions comprising the Property, provided
that the Payor shall not sell any interest in the Property unless the buyer agrees to honour and
be bound by the terms of the Net Proceeds Interest but further provided that this section shall
not apply to any conveyance or mortgaging of the Property by the Payor for the purpose of
securing financing to fund the exploration or development of or production on the Property.

511 Withdrawal and Winding-Up

No withdrawal by a party or winding up of the Joint Venture may be done without adequate
payment of or security for reclamation and closure costs.
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ARTICLE 6
JOINT VENTURE MANAGEMENT
6.1 Establishment of Management Committee

Upon the formation of the Joint Venture, a Management Committee shall be established
and it shall have the exclusive right and authority to:

(a) consider and approve all Programs, Feasibility Studies, Production Notices and
any amendments thereto;

(b) review and approve all exploration, operating and financial reports on the
operations;

(©) consider and approve abandonment or surrender of any Mineral Rights; and

(d) establish and modify its own rules of procedure in a manner not inconsistent

with this Agreement.
6.2 Representation on Management Committee

Each party shall appoint two representatives to the Management Committee. Each
party may appoint one or more alternate representatives to act in the absence of its
representatives and any alternate representative so acting shall be deemed to be that party's
representative in respect of the matter upon which he acts. Each party may change its
representatives and any alternate representatives at any time. Notice of any appointment or
change shall be given to the other parties.

6.3 Meetings of Management Committee

Management Committee meetings shall be held at least once every 6 months and, in any
event, within 21 days of a meeting being requested by a representative of any party. Unless
otherwise agreed, all meetings of the Management Committee shall be held in Vancouver,
British Columbia.

6.4 Chairman and secretary

Meetings of the Management Committee shall be chaired by a representative of the
Operator and a representative of the Operator shall be the secretary of Management Committee
meetings. The secretary for the meeting shall take minutes of that meeting and shall circulate
draft copies of the minutes to each representative within 14 days after the meeting.
Representatives shall have 10 days to provide comments on the draft minutes to the secretary
after which the secretary shall circulate final minutes, signed by the chairman and secretary,
within a further 5 days.

6.5 Notice of meetings

The secretary shall give notice, specifying the time and place of, and the agenda for, each
Management Committee meeting to all representatives at least 14 days before the time
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appointed for the meeting. Notice of a meeting may be waived if each party is represented at
the meeting by at least one of its representatives and all the representatives present at the
meeting agree upon the waiver and upon the proposed agenda.

6.6 Conduct of Management Committee Meetings

A quorum for any Management Committee meeting shall be present if one
representative of each party is present or participating by telephone. If a quorum is present at
the meeting, then the Management Committee shall be competent to exercise all of the
authorities, powers and discretions bestowed upon it under this Agreement. No business other
than the election of a chairman, if any, and the adjournment or termination of the meeting shall
be transacted at any meeting unless a quorum is present. If within half an hour from the time
appointed for a meeting, a quorum is not present, then the meeting shall, at the election of those
representatives who are present:

(a) be dissolved; or

(b) be adjourned to the same place but on a date and at a time, to be fixed by the
chairman of the meeting before the adjournment, which shall be not less than 7
days following the date for which the meeting was called.

Notice of the adjourned meeting shall be given to the representatives of all parties forthwith
after the adjournment of the meeting. If at the adjourned meeting, a quorum is not present
within half an hour from the time appointed, then the representative or representatives present
and entitled to attend and vote at the meeting, shall constitute a quorum. No material item of
business shall be transacted at a Management Committee meeting unless the item appears on
the agenda or at least one representative of each party is present and those representatives
unanimously agree to the item being added to the agenda.

6.7 Decisions of the Management Committee

The Management Committee shall decide every question submitted to it by a simple
majority vote with the representative or representatives of each party being entitled to cast
collectively one vote for each one percent Interest owned by that party in the Property. The
chairman shall not have a second or casting vote. In the event of a deadlock, the provisions of
Article 12 shall apply.

6.8 Consent resolutions

Any decision made by obtaining the consent in writing of at least one representative of
each party shall be as valid as a decision made at a duly called and held meeting of the
Management Committee.

6.9 Expenses and other rules

Each party shall bear the expenses incurred by its representatives in attending meetings
of the Management Committee. The Management Committee may establish such other rules of
procedure, not inconsistent with this Agreement, as the Management Committee deems fit.
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ARTICLE 7
JOINT VENTURE OPERATIONS

7.1 Operator

Subject to the decisions of the Management Committee, the day to day operations of the
Joint Venture shall be supervised and directed by the Operator; provided that

(a) the Operator shall conduct activities according to approved programs and
budgets, with sole responsibility for overruns exceeding 20% on exploration
programs and 15% on development and other programs, and otherwise in
accordance with good mining practices; and

(b) at any time there is no approved program, the Operator shall be entitled to incur
costs in order to maintain tenure to the Property, to satisfy contractual or other
obligations imposed under Applicable Laws, to prevent waste or to protect life
and property and each party shall be obliged to pay its pro-rata share of such
costs.

7.2 Appointment of Operator
CFM shall be the first Operator and shall remain so unless:
(a) its Interest is reduced below 50%;
(b) it resigns; or
(0) itis removed for default; and

thereafter, the Operator shall be that party appointed by the Management Committee to hold
such position.

7.3 Removal of Operator

If the Operator is in default of its obligations hereunder it may be removed by a
unanimous decision of the Management Committee; provided that a non-operator party may
refer questions of the Operator’s default to arbitration if it is out-voted on a Management
Committee motion to remove the Operator for default and the arbitrator may remove the
Operator if he finds that the Operator has committed a fundamental breach of its obligations as
Operator hereunder and has not commenced to remedy such breach in a reasonable time.

7.4 Contributions

Except as otherwise provided, CFM and Redstar shall bear all costs and liabilities of and
own the Property, the assets of the Joint Venture and any Mine in proportion to their respective
Interests.
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7.5 Preparation and approval of Programs

Within 90 days of the formation of the Joint Venture the Operator shall prepare and
submit a draft Program for consideration by the Management Committee. Thereafter, the
Operator shall submit the draft Program at least 2 months prior to the expiry of the previous
adopted Program. Fach draft Program shall contain a statement in reasonable detail of the
proposed operations and shall include a budget with estimates of all Exploration Expenditures
or Development Expenditures, as the case may be, to be incurred. The Management Committee
shall review the submitted Program and, if it deems fit, approve the Program with such
modifications, if any, as it considers desirable. The Program shall be deemed to have been
adopted once approved by the Management Committee. Except as otherwise provided,
operations shall be conducted, expenditures shall be incurred and assets shall be acquired only
pursuant to an adopted Program.

7.6 Election to contribute to Programs

Each party shall, within 15 days after the date on which the Management Committee
approves a Program, give notice to the Operator whether it elects:

(a) to contribute its proportionate share of the expenditures of that Program;

(d) to contribute a specified amount which is less than its proportionate share of the
expenditures of that Program; or

(e) not to contribute.

If a party does not give timely notice, then that party shall be deemed to have elected not to
contribute. If any party elects or is deemed to have elected not to contribute to a Program or
elects to contribute a specified amount less than its proportionate share, then the Operator shall
forthwith give notice thereof to the other party who shall be entitled to elect, within 10 days of
the Operator’s notice, to increase its contribution by the amount of the shortfall. If, after the
operation of this section 7.3, the Program costs are not fully committed, then the Program shall
be deemed to be withdrawn. If a Program is deemed to have been withdrawn:

(1) the Operator may prepare and submit a revised Program;

(ii) the Operator shall implement a mandatory program as required to
maintain title to the Property, to satisfy contractual or other obligations
imposed by law, to prevent waste or to protect life and property and each
of the parties shall be obliged to contribute their proportionate share of
such costs; and

(iii)  either party may invoke the deadlock resolution procedures under
Article 11.
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7.7 Contributions to Programs

The Operator shall be entitled to request cash advances from the parties (“Cash Calls”)
at the beginning of each quarter in respect of expenditures expected to be incurred by or on
behalf of the Operator during such quarter, and each party shall comply with such request
within 5 Business Days of receipt thereof. Each such request shall include a statement of
account reconciling amounts previously advanced by the parties against actual expenditures
incurred and paid by the Operator, and appropriate adjustments shall be made as required to
the amount of cash requested by the Operator in respect of the then current quarter. To the
extent that the parties have advanced funds to the Operator, the Operator shall fund the
expenditures incurred. If the Operator suspends or prematurely terminates a Program, then
any funds advanced by a party in excess of that party’s proportionate share of expenditures
actually incurred in connection with that Program shall be refunded forthwith.

7.8 Consideration of Feasibility Study or Pre-Feasibility Study

The Operator shall call a Management Committee meeting to consider any completed
Feasibility Study (or pre-Feasibility study) for a date no sooner than 60 days and no later than
120 days after a Feasibility Study was provided to each of the parties or such other date as the
representatives of all the parties agree.

7.9 Production Decision

The Management Committee shall consider each Feasibility Study prepared and may
approve the Feasibility Study, with such modifications or subject to such conditions, if any, as it
considers necessary or desirable. After approval of the Feasibility Study, the Management
Committee shall cause the Operator to give notice (in this Agreement called the "Production
Notice") to each of the parties stating that the Management Committee has decided that a Mine
be established and brought into Commercial Production in conformity with the Feasibility
Study as so approved.

710  Operating Programs

Following commencement of Commercial Production, all activities are to be conducted
pursuant to annual approved operating programs and the Operator shall prepare and submit
operating programs annually, with significant capital expansions and exploration outside the
mine to be the subject of separate programs.
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7.11  Disposition of Production

Each participant shall have the right and the obligation to take its share of production in
kind, but is free to make separate arrangements with the Operator to market its share and the
Operator may sell the share of production of any participant who fails to take its share in kind
or make arrangements for sale, deducting its costs and expenses from the proceeds.

ARTICLE 8
RIGHTS AND OBLIGATIONS

8.1 Operator’s Right of Entry

The Operator and its employees, agents and independent contractors shall have the
exclusive right in respect of the Property to:

(a) enter thereon;
(b) have exclusive and quiet possession thereof;
(©) carry out exploration, development and evaluation activities including, without

limitation, the removal of Minerals from the Property, but only for the purpose
of testing; and

(d)  bring upon and erect upon the Property such structures and other facilities as may
be necessary or advisable to carry out exploration and development and
evaluation activities.

8.2 Operator’s Obligations
The Operator shall:

(a) keep the Property in good standing and comply with Applicable Laws, and
refrain from any conduct or activity that might jeopardize title to or the status of
the Property;

(b) conduct all work on or with respect to the Property in a manner consistent with
good exploration, engineering and mining practices and in compliance with
Applicable Laws and all other applicable laws, rules, orders and regulations
including, without limitation, laws, rules, orders and regulations relating to
environmental matters;

(c) to the extent that the Property is registered in its name, keep the Property free
and clear of all liens, charges and encumbrances arising from its operations
hereunder (except liens for taxes not yet due, other inchoate liens and liens
contested in good faith by the Operator) and shall proceed with all diligence to
contest and discharge any such lien, charge or encumbrance that is filed or
created;
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permit the directors, officers, employees and designated consultants and agents
of any party, at their own risk, access to the Property at all reasonable times,
provided that such party shall indemnify the Operator against and save it
harmless from all costs, claims, liabilities and expenses that the Operator may
incur or suffer as a result of any injury (including injury causing death) to any
director, officer, employee, designated consultant or agent of such party while on
the Property except to the extent that any such costs, claims, liabilities or
expenses result from the Operator's gross negligence or wilful misconduct;

deliver to the parties copies of all reports prepared by or for the Operator
containing information on exploration activity and results from active field
operations;

maintain true and correct books, accounts and records of Exploration
Expenditures and Development Expenditures; and

indemnify and save harmless the other party from and against any and all
liabilities, losses, claims, damages (including, without limitation, penalties, fines
and monetary sanctions but excluding lost profits and any other consequential
damages), costs, lawyer's fees and disbursements on a solicitor and his own client
basis, court costs, accountant's fees and expenses and all other out-of-pocket
expenses in connection with or arising in any way whatsoever out of any breach
by the Operator of its covenants contained in this section 6.2.

8.3 Title Obligations

For so long as a party is the registered holder of all or any portion of the Property, such

party shall:
(a)

(b)

(c)

refrain from agreeing to any amendment to or waiver in respect of the terms of
the Mineral Rights comprised in the Property, or the abandonment of all or any
portion of the Property, without the prior written consent of the Operator;

promptly deliver to the Operator any notices, demands, or other
communications relating to the Property that such party receives from any
government or regulatory authority or any third party; and

indemnify and save harmless the Operator from and against any and all
liabilities, losses, claims, damages (including, without limitation, penalties, fines
and monetary sanctions excluding lost profits and any other consequential
damages), costs, lawyer's fees and disbursements on a solicitor and his own
client basis, court costs, accountant's fees and expenses and all other out-of
pocket expenses in connection with or arising in any way whatsoever out of any
breach by such of its covenants contained in this section 4.3;

provided that, for greater certainty, nothing in this section 8.3 relieves the Operator from its
obligations under section 8.2;



8.4 Emergency Expenditures

Notwithstanding any other provision of this Agreement, the Operator shall be entitled,
but not obligated, to incur as Exploration Expenditures all costs and expenses necessary to
preserve or protect life, limb, property or the environment, or the title to the Property or
otherwise in the course of exploration, development or evaluation activities.

8.5 Registered Title

Legal title to the Property shall be in the name of the Operator and beneficial title shall
be in the name of the parties in accordance with their respective Interests and they shall do all
things necessary to effect the transfer of legal title to the Property to the Operator immediately
after the execution of this Agreement.

8.6 Abandonment of Property

The Operator may, where required under Applicable Laws and with the consent of the
Management Committee, release, surrender, abandon or otherwise relinquish all or any portion
of the Mineral Rights comprised in the Property.

ARTICLE9
TRANSFERS

9.1 Limitation on Transfers

Except as expressly permitted under and in accordance with this Agreement, no party
shall transfer, convey, assign, mortgage, grant an option in respect of, grant a right to purchase
or in any other manner dispose of or alienate any or all of its interest in the Property or transfer
or assign any of its rights under this Agreement.

9.2 Requirements of sale or transfer

A party permitted pursuant to this Agreement to sell any of its interest in the Property
or to transfer or assign any of its rights under this Agreement may in any event only do so:

(a) as a single transaction not directly or indirectly part of some other sale or purchase
or agreement for any additional consideration of any nature whatsoever; and

(b) when there is no default of any of the covenants and agreements herein contained by
such party.

9.3 Permitted Sales or Transfers
Subject to section 9.4, nothing in this Article 9 shall prevent:

(a) a sale by a party of all, but not less than all, of its interest in the Property and a
transfer or assignment of all , but not less than all, its rights under this
Agreement to an Affiliate provided that such Affiliate first assumes and agrees to
be bound by the terms of this Agreement and agrees with each other party to this
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Agreement in writing to transfer such interest back to the original party before
ceasing to be an Affiliate of such original party;

(b) an amalgamation or corporate reorganization involving a party hereto which has
the effect in law of the amalgamated or surviving corporation possessing all the
property, rights and interests and being subject to all the debts, liabilities and
obligations of each amalgamating or predecessor corporation;

(c) any transaction with another party hereto; or

() a sale, forfeiture, charge, withdrawal, transfer or other disposition or
encumbrance which is otherwise specifically required or permitted under this
Agreement.

9.4 Conditions of Any Purchase

As a condition of any disposition pursuant to this Article 9, the purchaser must covenant
and agree to be bound by this Agreement, including this Article 9, and prior to the completion
of any such disposition, the purchaser shall deliver to the other party to this Agreement notice
to that effect in a form satisfactory to such party. Notwithstanding any such disposition, the
disposing party shall remain liable for all of its obligations hereunder.

9.5 Pre-emptive Right

Except as otherwise provided in section 9.3, if a party desires to transfer all or any part
of its interest in this Agreement or the Property, the other party shall have a pre-emptive right
to acquire such interests as provided in this section 9.5.

(a) A party intending to transfer all or any part of its interest in this Agreement or
the Property shall promptly notify the other party of its intentions. The notice
shall state the price and all other pertinent terms and conditions of the intended
transfer and, if such intended transfer is the result of an offer from a third party,
shall be accompanied by a copy of the offer or contract for sale. If the intended
transfer is based upon a third party offer and if the consideration for the transfer
is, in whole or in part, other than monetary, the notice shall describe such
consideration and its monetary equivalent (based upon the fair market value of
the non-monetary consideration and stated in terms of cash or currency). The
other party shall have 60 days from the date such notice is delivered to notify the
transterring party whether it elects to acquire the offered interest at the same
price and on the same terms and conditions as set forth in the notice. If it does so
elect, the transfer shall be consummated promptly after notice of such election is
delivered to the transferring party.

(b)  If the other party fails to so elect within the period provided for in subsection
9.5(a), the transferring party shall have 60 days following the expiration of such
period to consummate the transfer to a third party at a price and on terms no less
favourable than those offered by the transferring party to the other party in the
notice required in subsection 9.5(a).
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() If the transferring party fails to consummate the transfer to a third party within
the period set forth in subsection 9.5(b), the pre-emptive right of the other party
in such offered interest shall be deemed to be revived. Any subsequent proposal
to transfer such interest shall be conducted in accordance with all of the
procedures set forth in this section 9.5.

ARTICLE 10
FORCE MAJEURE

10.1  Suspension of timing of obligation

Notwithstanding anything herein contained to the contrary, if any party is prevented
from or delayed in performing any obligation or exercising any option under this Agreement by
any cause beyond its reasonable control, excluding only lack of finances, then, subject to
section 10.2 the time for the observance of the condition or performance of the obligation in
question, including the time for exercising any option referred to herein, shall be extended for
the period of the prevention or delay.

10.2  Notification and obligation to remove cause

Any party claiming suspension of its obligations or extension of the time for exercising
any option referred to herein pursuant to section 10.1 shall promptly notify the other party to
that effect and shall take and continue to take all reasonable steps to remove or remedy the
cause of the prevention or delay insofar as it is reasonably able so to do and as soon as possible.

10.3  Labour disturbance or dispute

Notwithstanding sections 10.1 and 10.2, the terms of settlement of any labour
disturbance or dispute, strike or lock-out shall be wholly in the discretion of the party claiming
suspension of its obligations or the extension of the time for exercising any option referred to
herein by reason thereof and that party shall not be required to accede to the demands of its
opponents in any such labour disturbance or dispute, strike or lock-out solely to remedy or
remove the cause of the prevention or delay.

104  Exemption

The extension of time for the observance of conditions or performance of obligations as a
result of force majeure shall not relieve CFM from its obligations under subsection 4.2(a) or
Redstar of its obligations under subsection 4.3(a).

ARTICLE 11
CONFIDENTIAL INFORMATION

11.1 Confidential Information

All information, data, reports, records, studies and test results relating to the Property
and the activities of the parties thereon pursuant to this Agreement and the terms and
conditions of this Agreement, all of which is referred to in this Article 10 as "confidential
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information", shall be treated by the parties as confidential and must not be disclosed to any
person not a party to this Agreement, except in the following circumstances:

(a) a party may disclose confidential information to its auditors, legal counsel,
consultants, institutional lenders, brokers, underwriters and investment bankers,
provided that such non-party users are advised of the confidential nature of the
confidential information, are required to maintain the confidentiality thereof and
are strictly limited in their use of the confidential information to those purposes
necessary for such non-party users to perform the services for which they were
retained by the disclosing party;

(b) a party may disclose confidential information where that disclosure is necessary
to comply with the disclosing party's disclosure obligations and requirements
under any securities law, rules or regulations or stock exchange listing
agreements, policies or requirements or in relation to proposed credit
arrangements, provided that the proposed disclosure is limited to factual matters
and that the disclosing party shall have availed itself of the full benefits of any
laws, rules, regulations or contractual rights as to disclosure on a confidential
basis to which it may be entitled; or

(©) upon mutual agreement of the parties.
11.2  Fraudulent or Negligent Disclosure

Redstar shall not be liable to CFM nor shall CFM be liable to Redstar for the fraudulent
or negligent disclosure of information by any of its employees, servants or agents, provided that
Redstar or CFM, as the case may be, has taken reasonable steps to ensure the preservation of the
confidential nature of such information.

11.3 Information in Public Domain

Any confidential information that becomes part of the public domain by no act or
omission in breach of section 11.1 shall cease to be confidential information for the purposes of
section 11.1.

11.4 News Releases

Other than as permitted under subsection 10.1(b), each party shall obtain prior approval
(which approval shall not be unreasonably withheld) from the other party before issuing any
press release or public statement:

(a) using the other party's name or the names of any of the other party's assignees or
of any of its officers, directors or employees or of its assignees; or

(b) which contains confidential information.

Where a request is made for such approval, a reply thereto shall be made within
24 hours after receipt of such request, failing which the party requesting shall be entitled
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to issue its press release or public statement in the limited circumstances specified in
such request as if such consent had been given.

ARTICLE 12
DISPUTE RESOLUTION

12,1  Resolution Process

Any party may refer a matter in dispute hereunder for resolution pursuant to this
Article 12. For a period of 60 days after such referral, the chief executive officers of Redstar and
CFM shall attempt to resolve the matter, failing which either party may refer any such matter to
arbitration by written notice to the other party. Within 10 days after receipt of such notice, the
parties shall use their best efforts to agree on the appointment of a single arbitrator. No person
shall be appointed as an arbitrator hereunder unless such person has at least 10 years
experience in the matter that is the subject of the dispute and agrees in writing to act.

12.2  No Agreement on the Arbitration

If the parties cannot agree on a single arbitrator as provided in section 12.1, or if the
person appointed is unwilling or unable to act, either party may submit the matter to arbitration
before a single arbitrator in accordance with the rules of the British Columbia International
Commercial Arbitration Centre ("BCICAC”).

12.3  Conduct of Arbitration

Except as specifically provided in this Article 12, arbitration hereunder shall be
conducted in accordance with the rules of the BCICAC (the “Rules”). The arbitrator shall fix a
time and place in Vancouver, British Columbia for the purpose of hearing the evidence and
representations of the parties and he shall preside over the arbitration and determine all
questions of procedure not provided for under such Rules or this Article 12. After hearing any
evidence and representations that the parties may submit, the arbitrator shall make an award
and reduce the award to writing and deliver one copy thereof to each of the parties. The
decision of the arbitrator shall be made within 45 days after his appointment, subject to any
reasonable delay due to unforeseen circumstances. The decision of the arbitrator may be
entered into any court. The expense of the arbitration, including travel costs and attorney's fees
and costs of the prevailing party, shall be paid as specified in the award. The award of the
single arbitrator shall be final and binding upon each of the parties.

124  Deadlock resolution on approval of Programs

If the Management Committee is deadlocked when considering whether to approve a
Program (including any Feasibility Study Program as provided for in section 7.5), the Program
shall be determined by special arbitration according to the procedures established under this
section 12.4. In such arbitration, each party shall be entitled to submit to the arbitrator its
proposal for the Program and the arbitrator shall be entitled to choose from among the
submissions received but shall not be entitled to make any other award. The Program chosen
by the arbitrator shall be deemed to be a Program approved by the Management Committee.
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ARTICLE 13
AREA OF INTEREST

13.1  Acquisitions by Redstar

It, during the Option Period, Redstar, or any of its directors or senior officers acquires,
directly or indirectly or pursuant to any third party agreement, any form of interest (including an
option to acquire an interest) in minerals located wholly or in part within the Area of Interest,
Redstar, or such director, senior officer or shareholder, shall offer all of such interest to CFM
immediately upon the acquisition thereof by the Redstar or such director, senior officer or
shareholder, by notice in writing to CFM setting out the nature of such interest, and including all
information known by Redstar or such director, senior officer or shareholder about such interest,
together with copies of all relevant documentation, a reasonably detailed statement setting forth
such party’s reasonable arm's length acquisition costs, and all other details relating thereto and if,
within sixty (60) days from the date of the receipt of such notice, CFM accepts such mineral interest
and pays to Redstar or such director, senior officer or shareholder the reasonable arm's length
acquisition costs relating thereto actually incurred to the date of such notice as set out in such
notice, such mineral interest shall thereafter be included within and form part of the Property.

13.2  Further Assurances

Each of Redstar, and its directors, senior officers and shareholders, and CFM shall execute
and deliver or cause to be executed and delivered such further documents and instruments and
give such further assurances as the other may reasonably require to evidence and give effect to the
establishment of the Area of Interest and the incorporation or transfer of mineral interests acquired
therein pursuant to this Agreement.

13.3  Election not to Acquire

If, upon receipt of a notice under subsection 13.1, CFM elects not to acquire the mineral
interest offered to it, or fails to make any election within the sixty (60) day period therein set out,
such mineral interest shall thereupon be released from the provisions of this Agreement and
Redstar or such director, senior officer or shareholder, as applicable, shall be relieved of any further
obligations to CFM hereunder with respect to such mineral interest.

13.4  Bona Fide Costs

Any acquisition costs referred to in this Section 12 shall be bona fide costs actually incurred
and shall not be artificially inflated by any non-arm's length dealings or otherwise. Such costs shall
also be considered to be Exploration Expenditures for the purpose of this Agreement.

13.5  Acquisitions by CFM

If, during the Option Period, CFM, or any of its directors or senior officers acquires, directly or
indirectly or pursuant to any third party agreement, any form of interest (including an option to
acquire an interest) in minerals located wholly or in part within the Area of Interest, such mineral
interest shall thereafter be included within and form part of the Property.
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ARTICLE 14
TERMINATION

14.1  Termination by Notice

CFM may terminate this Agreement at any time prior to exercising the First Option, by
giving 30 days' advance written notice to that effect to Redstar and, on receipt of such notice by
Redstar and expiry of such notice period, this Agreement shall be terminated.

14.2  Deliveries on Termination

Promptly after termination or expiry of this Agreement, CFM shall deliver to Redstar (or
Redstar to CFM, as the case may be):

(a) if the Property is registered in the name of CFM, a duly executed transfer and
assignment, sufficient to transfer Redstar good and marketable title to the
Property;

(b) if the Property is registered in the name of Redstar, a release of any caveat,

charge or other notation against title to the Property, sufficient to discharge or
otherwise remove such caveat, charge or notation from the public record; and

(b) a copy of all data and other information with respect to the Property in its
possession not already delivered to Redstar.

ARTICLE 15
NOTICE

151 Method

Each notice, demand or other communication (the "notice") required or permitted to be
given under this Agreement shall be in writing and shall be personally delivered or sent by
facsimile transfer or some other similar form of telecommunication addressed as follows:

If to CFM, at:

Confederation Minerals Ltd.
Unit C, 12343-104% Avenue,
Surrey, BC., V3V 3H2
Attention: President

Fax: (604) 588-2211
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if to Redstar, at:

Redstar Gold Corp.

Suite 615, 800 West Pender St.
Vancouver, BC., V6C 2V6
Attention: President

Fax: (604) 488-0051

The date of receipt of such notice shall be the date of delivery thereof if delivered and, if given
by facsimile transfer or some other similar form of telecommunication, shall be deemed to have
been given and received on the next Business Day following the day on which it was sent.

15.2  Amending Addresses

Either party may at any time, and from time to time, notify the other party in accordance
with this Article 15 of a change of address, to which all notices shall hereafter be given to it until
further changed.

ARTICLE 16
GENERAL

16.1  Entire Agreement

This Agreement and the exhibits hereto constitute the entire agreement between the
parties hereto and supersede and replace any other agreement or arrangement, whether oral or
written, express or implied, statutory or otherwise heretofore existing between the parties in
respect of the subject matter of this Agreement. This Agreement may not be amended or
modified except by an instrument in writing signed by each of the parties hereto.

16.2 No Waiver of Breaches

No consent or waiver expressed or implied by either party in respect of any breach or
default by the other in the performance by such other of its obligations hereunder shall be
deemed or construed to be consent to or a waiver of any other breach or default.

16.3  Further Assurances

The parties shall promptly execute or cause to be executed all documents, deeds,
conveyances and other instruments of further assurance which may be reasonably necessary or
advisable to carry out fully the intent of this Agreement or to record wherever appropriate the
respective interests from time to time of the parties in the Property.

16.4 Manner of Payment

All payments to be made to any party hereunder may be made by cheque or draft
mailed or delivered to such party at its address for notice purposes as provided herein, or wire
transferred for the account of such party to such bank or banks in Canada as such party may
designate from time to time by written notice. Such bank or banks shall be deemed the agent of
the designating party for the purposes of receiving, collecting and receipting such payment.
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16.5 Enurement

This Agreement shall enure to the benefit of and be binding upon the parties and their
respective successors and permitted assigns.

16.6  Special Remedies

Each of the parties agrees that its failure to comply with the covenants and restrictions
set out in section 4.3 and Articles 9 and 11 would constitute an injury and damage to the other
party impossible to measure monetarily and, in the event of any such failure, the other party
shall, in addition and without prejudice to any other rights and remedies at law or in equity, be
entitled to injunctive relief restraining, enjoining or specifically enforcing the provisions of
section 4.3 and Articles 9 and 11, as the case may be, and any party intending to breach the
provisions of section 4.3 and Articles 9 and 11 hereby waives any defence it may have in law to
such injunctive or equitable relief.

16.7  Time of the Essence
Time is of the essence in the performance of each obligation under this Agreement.
16.8  Counterparts

This Agreement may be executed in any number of counterparts and all such
counterparts, taken together, shall be deemed to constitute one and same instrument. This
Agreement may be signed and accepted by facsimile.

IN WITNESS WHEREOF this Agreement has been executed as of the date first above given.

Signed for and on behalf of
CONFEDERATION MINERALS LTD. by:

55
' J1 73

Signed for and on behalf of REDSTAR GOLD
CORPORATION by:

Y

Nam\(; ~ )
Title: < ’f“%\%‘&v:\g R Le)



to the Agreement dated November 19, 2010 between Confederation Minerals Ltd. and

SCHEDULE "A"

Redstar Gold Corporation.

Description of Property

Parcel 542
Freehold Patricia

Mining Claim
KRL 1607
Township of Todd, District of Kenora (Patricia portion)

Parcel 343
Freehold Patricia

Mining Claim
KRL 1610
Township of Todd, District of Kenora (Patricia portion)

Parcel 544
Freehold Patricia

Mining Claim
KRIL 1611

Township of Todd, District of Kenora (Patricia portion)

Parcel 545
Freehold Patricia

Mining Claim
KRL 1612
Township of Todd, District of Kenora (Patricia portion)

Parcel 1745
Freehold Patricia

Mining Claim

KRL 1449 (KRL 18227 and Part of KRL 18313)

KRL 1451 (KRL 18228 and Part of KRL 18313)
Township of Todd, District of Kenora (Patricia portion)

Parcel 2452
Freehold Patricia

Mining Claim
KRIL 8525 (KRL 19854)
Township of Todd, District of Kenora (Patricia portion)

Parcel 2453
Freehold Patricia

Mining Claim
KRL 8526 (KRL 19855)
Township of Todd, District of Kenora (Patricia portion)

Parcel 2454
Freehold Patricia

Mining Claim
KRL 10410 (KRL 19858)
Township of Todd, District of Kenora (Patricia portion)

Parcel 2455
Freehold Patricia

Mining Claim
KRL 10411 (KRL 19859)
Township of Todd, District of Kenora (Patricia portion)

Parcel 2488 Mining Claim
Freehold Patricia KRL 19853

Township of Todd, District of Kenora (Patricia portion)
Parcel 2489 Mining Claim

Freehold Patricia

KRL 19856
Township of Todd, District of Kenora (Patricia portion)

Parcel 2490
Freehold Patricia

Mining Claim
KRIL 19857
Township of Todd, District of Kenora (Patricia portion)




SCHEDULE "B"

to the Agreement dated November 19, 2010 between Confederation Minerals Ltd. and
Redstar Gold Corporation.

TERMS OF NET SMELTER RETURN

By that certain Royalty Agreement effective September 27, 2002 between Newmont Canada
Limited and Redstar Gold Corp., an underlying royalty reservation was reserved by Newmont
Canada Limited for all Minerals and shall be based in accordance with the following schedule:

The Average of the London Bullion Market,
Afternoon Fix, Spot Prices for Gold (U.S. $ per
Ounce) reported for the Calendar Month of Production

Net Smelter Returns Percentage

One and One-Half Percent (1.5%) If less than or equal to US$400 per ounce

Two Percent (2.0%) If greater than US$400 per ounce

A copy of such agreement is herewith attached to and immediately follows this Schedule B
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THIS ROYALTY AGREEMENT ("Agreement”) is effective %!é’ whe € 2?' . 2002 (the
“Effective Date™)

BETWEEN:

STAR GOL ORP.
alion incorporated under the laws of the Province of British Columbia
75 West Hastings Strest
Vancouver, British Columbia V6B 1N2 CANADA
Facsimile: 604.488.0053

(hereinafter “"GRANTOR")
and
EWNO! ADA LIM
a corporation incorporated under the laws of the Province of Ontario
20 Eglinton Avenue West, Suite 1800
Toronto, Ontaric MAR 1KB CANADA
Facsimile: 416.488 6598

(hereinafter "NEWMONT")

a cof]
611«

RECITALS

A. Pursuant 1o the terms and conditions of that certain Purchase and Sale Agreement dated
effective September 18 2 (the "Purchase and Sale Agreement’) between the Parties
hereto with respec! to those cerlain properties more parlicularly described in attached Schedule
A" (the "Property”) (i) NEWMONT has sold, transferred and assigned to GRANTOR all of its
right, title, interest and obligations in and to the Property; (i) GRANTOR has purchased all of
NEWMONT's right, title, interest and obligations in and {o the Proq_erg; and (iif} as part of the
Purchase Price for the purchase and sale of the Property, GRANTOR has agreed to grant to
NEWMONT a Royally (as hereinafier defined) with raspecz to the Property.

NOW, THEREFORE, in consideration of the premises and the covenants and conditions sat
forth in the Purchase and Sale Agreement and this Agreement, the receipt and sufficiency of
which are hereby acknowledged, the Parties hereby agree as follows.

AGREEMENT
1. Royalty

1.1 GRANTOR shall pay to NEWMONT a perpetual production royalty in the amount of the
applicable percentage Net Smeller Returns (as hereinafter described) as determined in
accordance with the following schedule from the sale or other disposition of all Minerals
produced from the Property, determined in accordance with the provisions of this Agresment
{the "Royalty”). For purposes of this Agreement, the term “Minerals” shall mean any and all
metals, minerals and mineral rights of whatever kind and nature in, under or upon the surface
or subsurface of the Property (including, without fimitation metals. precious metals, base
metals, industrial minerals, gems, diamonds, commercially valuable rock. aggregale, clays and
diatomaceous earth, hydrocarbons, and oil and gas, and other minerals which are mined,
excavated, extracted or otherwise recovered).

The Royalty percentage for all Minerals shall be based in accordance with the following
schedule.

Net Smeilter Returns Percentage  The Average of the London Bullion Market, Afternoon
Fix, Spot Prices for Gold (U8, $ per Ounce) Reported
for the Calendar Month of Production
One and One-Half Percent (1.5%) If less than or equal to US$400 per ounce

Two Percent {2.0%) If greater than US$400 per ounce

1.2 For Precious Metals. “Net Smelter Returns”, in the case of gold, silver, and platinum group
metals ("'Precious Metals”), shall be determined by multiplying {a) the gross number of troy
ounces of Precious Metals recovered from production from the Properly during the preceding
calendar month ("Monthly Production”) delivered to the smelter, refiner, processor, purchaser or
other recipient of such production, or an insurer as a result of casualty to such production
(collectively, "Payor™), by (b} for gold, the average of the London Bullion Market, Afternoon Fix,
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reported for the preceding calendar month {the “Applicabls Spot Price™ and for aff
mr Precious uotats the average of the New York Commodities Exchange %ﬂas} spot pmes
Comarmand o soon oo, prmg 231'213 nd 1.2(b) m‘%‘y‘ﬁﬁm
aCHNG a) &
: harges imposed b P 0 for refining bullion & dord o concentrates o!

pr%g:cedbyGRANTOstmiﬂmww

of re of raw or
ecfws misshaﬂ
nnd

ymfoxmfnh?

such producion; end (Hi} charges and costs myfmtrampoﬁa!mandkwwmof
Beneficiated Precious from GRANTOR's final mill or other final processing plard to
Wmmd such Beneficisted Precious Metals are smefied, reﬁmdandforwﬂor

1.3 in the event the refining of bullion from the Beneficiated Precious Metals contained in such
mduu&nkwn&oﬁmwﬂmmmsmwdwmom inwweerinpaﬂ by
GRAMTOR, MWWQMWM eofroﬁm
Precious Metals or Other Minerals from the rtymencques pen&m(or
such refining shall mean the amount GRANTOR would have incurred if such refining were
WM&WMW&WMWW&&@MM able services
com products on prevailing terms, but in no event greatsr than actual costs incurred
by G Gﬂmrespedtosuchreﬁnhg. In the everd GRANTOR receives insurance
mmmmsmofrmﬂdpmmgm GRANTOR shafl pay to NEWMONT the
ay any such insurance proceeds which are received by GRANTOR for such

muitaptym(t} ossamomtofthe ' T

egrtothePayordwhgt momhby(b)memmgaof
mmvmcms:mrmaaxmmsrwwmmmmmm
month of the appropriate Other Mineral, the product of

%ﬂgaﬂymm#a&mmm (Ldmrgesmpoeedbyﬁw?m

Other M any and afl
charges and costs eoGRANTOR'sm&soromerpreoessmg constructed for the
purposoo!m&\gofpmoessmomamm mwfmkmhpaﬂ,ar:}pemaymm

%and sampling charges imposed byﬂaa Payor for or processing
Other eomdmdhsmhprodudion exchuding any and idwgesmdcostsdm

retatedtoGRANTORsmﬁsoret&e\;groce sing plants consiructed for the purpose of mifling

procs Other Minerals, in exmpanand(ﬂuchwgmmdcom&ax?
on and insurance of Other Minerals and the beneficiated products thereo!

Gi msmmmmmmmsmmmmmmmm

Precious Metals are smelted, refined and/or sold or otharwise ed of. If for any reason the

mngmmaﬂmm o i te y it o ch Mmet;aa!{
al ee upon optia pﬂcmgentyotme anism

matefyfeﬁectsﬂwmmavakagofwsm&m

1.5 In the even! smeiting, refining, or processing of Other Minerals are carried out in custom toll
facilities owned or controfied, in whole or in part, by GRANTOR, which facilities were not
wnskuuedsde#ybrﬁwpwposeofnmormoces Other Minerals from the Property,
then charn aities for smelling, or precassmg shall mean the
amount G ORwomdhaveincuned#suchune&n&m were carried
mmmnotmdmcomwedbgu OR aﬁemgcompara services for

on prevailing terms, but in no event greater than actual costs incurred by

comparable products

GRANTOR with respect to such smelting and refining. In the event GRANTOR recsives

insurance proceeds for loss of production of Other Minerals, GRANTOR shall pay to
the R Rypercentageofmysu&msuramepmceedswﬁchareteceivedby

GRANTORfotsudwbss production.

id. Royally payments shall be mads to NEWMONT

L’ NEWMONT may elect to receive s Royalty on Precious Metals from the
i cash® or mkmd”asreﬂnedbuﬂaon The elections mey be exercised once per year
onacakn@yearbas;sdmmthehfeofprodmﬁm#emﬂmemﬂy. Notice of election to
receive me 1yea:'s Royatty for Precious Metals “in cash” of “in kind” shall be made in
writing by and defivered to GRANTOR on or before November 1 of each year. In
the event np written election is made, the Ro: {hetyforPrecmsMetalswﬂlccn&mmeobe to
NEWMONTasHsthenbehg aid. As of Effective Date of this esment, NE
efects to recelve its recious Metals “in kind®. Royatties on Mme;aisshaﬂmi
be payable "in kind". ()HNEWONTeIedstomceweis oya mfﬁedommmm%
kind", NEWMONT shall open a bulfion s:orageaccmaeachr mint designated by
GRANTOR 8s a mssm recipient of refined bullion in NEWO?ONT owns an interest.

soblyrespmuemraﬂcwsammosmmmmmmtmm
of such account or accounts, and GRANTOR shall not be required to bear any additional

expense with respect to such "in-kind" payments. (i} Royalty will be paid by the deposit of




;eﬁnedbwmwoNEWONT’samm Onorbmendtm“iﬁhdayofeacheabndwnmm
calendar month which 8 or othar occurred,
GRANM Mmrmmmmwig"ﬁuamm ,wlmamwﬁ‘yto NEWMONT

previots mariis production and sale_or_othe disposilon as cmﬁedwm‘wm
0! a
mﬁfﬁmme@& o 8uch wiver or piatinum Group melals by

& .
elivered to NEWMONT under this Agreemer? shafl pass 8 to NEWMONT et the
time such buflion Is credited to NEWMONT at the mint or re tl to
hold harmiess GRANTOR from any l‘eab%ymposedasaresuﬁ of 'Ho
mceweRoy% “in kind” and from any losses MnedasareswofNEWMONT'swa&wmd

NEWMONT sssumes all responsibility for any which occur as a

mmwwmzssedﬁmemmamk@mmemammmmmmm. Within
thirty (30) days of the receipt of & stalement s%ct&gros incurred by GRANTOR for
tranaportation, or other deductible costs, N thall remit 1o GRANTOR hull

payment for such charges. HNEWMONTdoesnotpa such charges when due, GRANTOR
shall have the ai&sebc:mwﬁhNEWMO‘fv‘smen!sud\mmmmbe
unreasonably wit , to daduct the gold alent of such charges from the ounces of gold

butlion to be credited to NEWMONT in the f month.

(b) . H NEWMONT elects to receive its Royafty for Precious Matals in cash, and as to

ayabls on Othor Minerals, payments shall be asbbonofbeiommehnmrﬁy-&ﬂh

& gdayo!memmhﬁoﬁowmmfec&ndarnmm which the minerals subject to the

ywerasm’ggedtoﬁ\et-"a by GRANTOR. For purposes of calculating the cash amount

Precious als and Other Minerals will be deemed to have been sold or

otherwise disposed of at the time refined production from tha Property is delivered, made

avallable, or credited to GRANTOR by a mint or refiner, Thaprmusedbrcalcmmacash
amourndm!orRoyaﬂyonPredous Metals or Other Minerals shall be determined in

as applicable. GRANTOR shall make each

dmnypaymemtobe ery of a check paysble to NEWMONT and
MtoNEWTd wdressﬁstedhmmuml.ertomm

nddnss s NEWMONT dwec: bank deposit to NEWMONT's account as

NEWONTMdes&gm(e Sth uﬁbemademmycashoraymmmmm
Royalty and such default still exists ten (10) d non-payment, then afl
mpmg amounts shall bear interest at the rate of fifteen percem (15%) per annum commencing
from and after such payment due date untit paid.

(c) Deatailed Statement. ANl Royalty payments or credits shall be accompanied by a detailed
statgmem expiaining the calculation thereof together with any available settiement zhee(s from
the Payor.

) ciligtion. (a) On or before the twenty-fifth (25™) day of the month, GRANTOR
nterim settiement based on the information then available cf such Royaﬂy for the
caiendafmmmeﬂhefmeashormlcnd whichever is applicable ma@nouass
than one hundred percent (1 ‘)eof the am:ctpated final sememem of Predous

Royafty paymenis and (ii) not less than nme%—ﬁve percent (95%) of the anticipated final
seitlement of cash Roya&y paymsnis. (b) The Parties recognize that a period of time exists
between the production of ore, the production of doré or concentrates from ore, the production
of refined or finished product from doré or concentrates, and the receipt of Payor's statements
for refined or finished product. As a result, the payment ‘of Royatty will not coincide exactly with
the actual amount of refined or finished product produced from the Property for the previous
month, GRANTOR wilf provide final reconc&mhon promptly after settiement is reached with the
Payor for all lols sold or subject to other disposition in any particular month. (c) in the event that
NEWMONT has been underpaid for any provisional payment (wheﬁm in cash” or "in kind™),
GRANTOR shall pay the difference "In cash” by check and not "in kind" with such payment
being made at the of the final reconciliation. If NEWMONT has been overpaid in the
previous calendar month, NEWMONT shall make a payment to GRANTOR of the difference by
check. Recenciliation payments shail be made on the same basis as used for the payment in
cash pursuant to gection 1.8{b} hereof.

1.8 Hedging Transactions. All profits and losses resufting from GRANTOR's sales of Precious
Other 8is, or GRANTOR's engaging in any commodity futures trading, option

trading, or metals trading. or any combination thereof, and any other hedging kmaeztom
i trading transactions des to avoid losses and obtain possitle gains due to metal
price fluctuations (coflectively, "Hedging actions”) are spodﬁca exchided from Royalty
caicwa%ions pursuant to this Agreemant. AH w- ransactions by GRANTOR and all profits
or losses associated therewith, if smy ‘shall be soteiy for GRANTOR’s accourt. Tha Royalty
payable on Precious Metals or Minerais 8 Transachons shafl be
determined as follows: {a) Affecling Praoi oge to be paid on alt
Precious Metals subject to y GRANT OR shaﬂ detarmined in the
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ommingling.  GRANTOR shall have the right to commingle Precious Metals and Other
Ypera, om i Property wits mnealy from other properes. Bsfore any Procious Wetal o
iner oim are com om  other

, the m gams or Other J 3

mmmwmmmuwmmmm Wmm:»nacmmm
basis. oﬁrﬂmﬁﬂmmmﬁﬂod!heﬁm&ﬂeﬁﬁsor%er shail be retained by
{including moisture and penalty substances) and other appropriste
mﬂymﬁﬁwuumpbs%aﬁbcmadabofommnﬁ&g@dﬁomﬁmewssmﬂdwm
of Precious Metals or gross metal or mineral contert of Minerals. GRANTOR shall retain
such analyses for & reasonable amount of ime, bit not less than four (24) months, afler
receipt by NEWMONT of the Royaity wﬁhrespamtowchcomm inerals from the
c!:ropoﬂm{e and M retain such sam taken from the Property for not less than thirty (30)
ays

2. Stogl # pilings. Aﬂtaﬁngs residues, waste rock, spolled leach materials, and
other srials (Co ly "Materials % GRANTORsoperemnssndwivﬁmon
thePrope shallbethe pmpenyofe TOR, but shall remain subject to the Roy:
should the !sbapmcessedorreprocesnd,asﬂwme be, in the future and res
in the production and sale or other of Precious or Othsr Minerals.
Noiw&!mtandmuw(or , GRANTOR have the right to dispose of Materials from the

opeﬂzmoroﬁeﬂha ropeﬂyandto the sume (as provided herein) with
materials from other properties. In the evem from the Propsrty are processed or
roprocosud as the case may be, and regardiess of where such processing or reprocessing
Royaﬂymya&eﬁmmaﬂbemmmapmmabasisasdemmﬁmdby
mménbeﬁengmmmw&mkalpracﬁasmamb

mﬁ TheRoyaﬁyaeatedherebyshz&bepemmt it being the infent of the Parties herelo
aliowed by law theRoyast shall constitute a vested interest in and a
wimmehudafiow? cpeﬂymdaﬂsuocessbmthomdwhem
wﬁwm action and, subject to the provisions of gac 8.12
shaﬂmreto ofandbeangupontheParﬁssmmm;re s leg
sentatives smssorsmdass&gnswlongassmot?oranysuocesmwumef

G ORhoHsanydgh!sorhterestshﬁwPrweﬂylnﬁweevmtacmﬂo{mnm
detemmostwmyngm power or interest of any Party under this Agreement would
vio&zteﬁwenﬂeagﬁmzwpe: mmm power or interes! shall terminate at the
expwa%&onoﬂwerﬁy yeamaﬂcﬂhe death of the last survivor of all the lineal descendarts of
;eszyQueent-iﬁzabet 1t of England, living on the Effective Date of this Agreement. This
Agfesmentshaﬂnot terminaled solely as a resul of a violalion of the rule against

perpstuities.

4. Aftler-Acguired Interest. if at any time afier the Effective Date GRANTOR or any Affiliate or
sucoessororas r ofastakes applies for, and oblains or otherwise acquires, directly or
@oorhtefestmwextyh;nmchm license, lease, grant, concession, permi,
atent erothmmimrai propeﬂyef rights or interests bcatedwhoﬁyor partly wiﬁ'dnthe
goundmea of the r%l erin@erests shall thersafter become part of the P
In the event GRANT aranyA ale or any successor or assign of # surrenders, aﬂows
i@mewoihetwbetemmmnsHerest:nanypodmora@ﬁwe?ropeﬁyandw&hhapemdef
five (5) years from the date of such surrender, lapse or other termination, reacquires a direct or
Mectkuems:hreswctoithemcovamdbythefmmrﬁopeﬁy ehentheRoya shall
to such interest 50 acquired. GRANTOR shall give written notice to NEWMONT withi
(10) days of any acquisition or reacquisition of the Property.

6. assumplion of Lisbililies. Inﬁem;ﬁsstseﬁs b GRANTOR hereby assumes a&
ﬁght tsﬁe interest éfﬂj Hiabidies of NEWMONT in, to and under the Property, including but
% mnummmﬂmswoammresmmm
cas£s s, damages, enis penalties of responsibilities (erwironmental and
othemse)moomecﬁonmththe perty, its ownership and use of the Property and for any
andaﬂworkpeﬂomedhandonhef’r rty, whether arising prior (0 or subsequent fo the
Effectiva Date. GRANTOR hereby ies and saves harm sNEWMONT&mmyhsa
oos(orhabmy(mdwngreasonmhgaﬂms}ammfrmacm nst NEWMONT in
respectof(a)anytmebyGRANTORtohmelya fudly perform all ion, restoration,
s disposal or other closure obligations required by law or regulation, the terms and
Eondion o sl ey o 3, whether arising pror o of subsequent 1o the Effectre
respect ies on the Pr aris toor to the ectwe
Date; (b) any faliure or omission %NTOR wfédx“:gesedts in a violation of or

any present or fulure applicable fedemi provinciel, territorial or local environmental raws




respect of pr : or injury or desth o
on of with respect to the Property whather arising

ectivities
Effective Date._The fon

xpress!

inghudes o rigkd fitle

6. Regislration on Tills. The Parties apres that k)aowm? the Effective Date (a) GRANTOR shall
immediately underiake all acts required to register title to the Property in NTOR's name by
ing an i e;taﬁ&oryﬁoanofumt&r Ws) exmedby%%@
may register or record against to operty this Agreament and s of

notice, caution or other documeni(s) including, o,
Agreement, conditional payment note and colisteral chargsimorigage

or other security
and

instruments as & considers iatle to secure payment from time Yo fime protect
mog;‘mtwwmmm, ’mm’mmﬁmmﬁmwsm
Agreeme eement. : y consend to s ering of recording
and agree to co-operate with such Party to accomplish ths same. 9

7.1WNool‘a{ermanM:SMdea@ym.&%ﬂ&gﬁ@aﬂmw{;ﬂ:;ob&WTnggg

an annual report of activities operations conducted respect to P ty during

mc@hndar year, and from time to time shall provids such ndﬁﬁon?mgmm as
T may reasonably request. Such annual report shall inciude details of (&) the

preceding year's activities with respect to the Property; (b} ore reserve data for the

yedr just ended; and (c) estimales of anficipeted production and estimated remaining ore

resarves with respect to proposed activities for the Property for the current calendar year.

1.2 Becords its. NEWMONT shall have the right, upon reasonable notice to
(ﬂm“ﬁﬁg’)peﬂaamgtamcopg&‘ sctivities with amg‘:% provg:é n.oc;
i o s itics with respe roperty, ided that
inspactions_shall nol unressonably interfere with GRANTOR's sclivities with respect fo the
Property. GRANTOR makes no representations or warranties to NEWMONT concerning any of
the Deata or eny information contained in the annual reports, and NEWMONT agrees that #f #
elacis o rely on ar wahbatamkdmmagn.&dmsaamsmﬁsk.u ;;xdsswm
inspection reveals : payments any calendar year arexﬁ y more
MWM(S%),GRMMWuFéWMONTQﬂsm costs incurred in
such audit or inspection. NEWMONT shall be entitled to enter the mine workings and struciures
mﬂuﬁﬁeﬁymwammﬁmeswwmﬁeadvanmnmfmmmmwwf.m
NEWMONT shall so enter at its own risk and shall indemnify and hold GRANTOR and its
Afliiates harmiess egainst and from any and all loss, costs, damage, Kabity and expense
including but not limited to reasonabls attorneys’ fees and cosis) by reason of injury to
MONT or s agents or representatives or m&gehmdwmm&mymoméf
part. of

NEWMONT or ils agents or representatives while on the Property on or in such mine wi
and structures, untess such injury, damage, or destruction is a result, in whole or in
negligence of GRANTOR.

7.3 New i.-&.-.q.j* or Rese
reserve on any of the Property,
fesource of reserve as soon as practicable after
respect to the establishment thereof.

ey f GRANTOR establishes a mineral resource or mineral
A TORM&M&NEWMONT!Mdeh
NTOR makes a public declaration with

ntighty. NEWMONT shall not, without the prior written consent of GRANTOR, which
shell nol be unreasonably delayed or withhetd, knowingly disclose 1o any third party data or
information obtained pursuant to this Agreement which is not generafly avaitable o the public;
provided, however, NEWMONT n':g' disclose data or information so obtained without the
i for compliance with laws, rules, regulations or orders of a
vernmental a or stock ex X b.?_(omyeﬁﬂﬁmswnsu&mmadvism;
icé%oanm&paﬁytowhom V .ingoodfa?ah.amicipatesseﬁingofossiwim
s interest in the Property; and (d) to a prospective lender, provided that &
consutants, third parties of lenders first sign a confidentiality agreement with NEWMONT; or (e)
toaftuirdpartylowﬁchaPaﬂyoriisparentcompmycomemp}atesatrmsierto,orame%
amaigamation or other corporate reorganization with, provided however, that sny such thir
pﬁytowhomdiscbsureismadehasahgiﬁma«egmmmmdmmwmﬁm
information, and shall first agree in writing to protect the confidential nature of such information
to&msmeex@emNEWM& NT Is obligated under this section.

7.5 Press Releases. A Party dasiring to make a disclosure, stalement or press release
concerming this Agreement or the Purchase and Sale Agreement shall first consull with the
other Parly prior to making such disclosure, statement or press release, and the Parties shall
useaﬂreasenabheﬁMs.aW&wﬂymmgood{aﬁh.wag’ee " & text for such
statement or press release wnich i3 satisfactory to all Parties, bgegotg s rights and

obligations regarding confidentiality under section 7.4, NEWMONT shall not issue any press




release containing technical information refating fo the Property except upon giving GRANTOR
two (2) days advance written notice of the contents thereof, and NEWMONT shall make any
reasonable changes to such proposed press release as such changes may be timely requested
by GRANTOR, provided, however, NEWMONT may include in any press release without notice
any information previously reported by GRANTOR or NEWMONT. A Party shall not, without the
consent of the other Party, issue any press release that implies or infers that the non-issuing
Party ex;gmsss or joins the issuing Parly in statements or representations contained in any
press release.

8. General Provisions.

8.1 Amendment. This Agreement may be amended, modified or supplemented only by a written
agreement signed by each Party.

8.2 Waiver of Ef“ his. Any waiver of, or comsent to depart from, the requirements of any
provision of this Agreement shall be effective only ¥ it is in writing and signed by the Party
giving it, and only in the specific instance and for the specific purpose for which & has been
given. No failure on the part of any Parly to exercise, and no delay in exercising, any right
under this Agreement shall operate as a waiver of such right. No single or partial exercise of
ang'e awg; right shall preclude any other or further exercise of such right or the exercise of any
other right.

8.3 Applicable Law. This Agreement shall be governed by and interpreted and enforced in
accordance with the laws of the Province of Ontario, Canada and the federal laws of Canada
applicable therein,

8.4 Dispute Resolution. (a) Any dispule, controversy or claim arising out of, in relation to or in
connection with this Agreement, including any dispute as to the validity, interpretation,
enforceability or breach of this Agreement, shall be exclusively and finally settled by binding
arbitration before a single qualified arbitrator appointed upon the unanimous agreement of the
Parties and conducted in accordance with the Arbitration Act, 1891 (Ontario). The arbitrator
shall be knowledgeable about the matter being arbitrated. decision rendered by the
arbiteator may be entered into any courl. Each Party shall pay their own fees and expenses
{and shall pay their own altorneys’ fees and expenses) related to the arbitration, regardiess of
how the arbitrated issue is decided. The Parties covenant that they shall conduct all aspects of
such arbitration having regard at all times to minimizing the cost and expediting the final
resolution of such arbitration. Arbitration shall be conducted in English, in Toronto, Canada. (b)
if, for the purposes of obtaining judgment in any court in Canada, it becomes necessary to
convert into Canadian dollars (* ment Currency™) an amount due in United States dollars
hereunder ("Original Currency”) then the conversion shall be made at the Rate of Exchange
prevailing on the business day before the day on which the judgment is given. if there is a
change in the Rate of Exchange prevailing between the business day before the day on which
the judgment is due, the paying Party will pay such additional amounts (if any, but in any event
not a lesser amount) as may be necessary 1o ensure that the amount paid in the Judgment
Currency when converted at the Rate of Exchange prevailing on the date of payment will
produce the amount then due under this Agreement in the Original Currency and such
additional amount shall bear interest, from the date same become due, at the rate of fifteen
percent (15%) per annum. “Rate of Exchange” means the spot rate at which the Party who is
the payee is able on the relevant date to purchase Original Currency with Judgment Currency
and includes any premium and cosls of exchange.

8.6 Compliance with Laws. GRANTOR shall at all times comply with all applicable federal,
provincial, and local laws, statutes, rules, regulations, permits, ordinances, cerificates, licenses
and other regulatory requirements, policies and guidelines relating fo operations and activities
on or with respect to the Property; provided, however, GRANTOR shall have the right to contest
any of the same if such contest does not jeopardize the Property or NEWMONT's rights thereto
or under this Agreement.

8.6 GRANTH! § r_Solely All Costs and Obligations. Commencing from and after the
Effective Date NTOR has agreed to be solely responsible for its own account all costs and
obligations pertaining o or associated with the Property.

8.7 Currency. Unless specified otherwise, all statements of or references to dollar amounts in
this Agreement are to lawful money of Canada.

8.8 No Joint Venture, Mining Partnership, Commercial Partnership. This Agreement shall not be
construed to create, expressly or by implication, a joint venture, mining partnership, commercial
partnership, or other partnership relationship between or among GRANTOR and NEWMONT.

8.9 Time. Time is of the essence of each provision of this Agreement.

8.10 Definitions. In this Agreement and the Schedule(s) altached to this Agreement the
following terms shall have the following meanings:

“Affiliate” shall have the meaning ascribed to that term by the Canada Business Corporations
Act on the date hereof.
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"Agroement” meane this Royalty Agreement.

: celandar d omer than a Saturday or Sunday or any statuto
holiday of civic hwday h‘ﬁnza Province afaZ)m Y 4 v

‘Rily” means as described in gection 1.2,
" maans the date specifiad on the top of page one of this Agresmert.

"GRANTOR" shall include, tomeextentappﬁcaminmwmsmms all of GRANTOR's

successore-in-interest, mduding withou! limitation assignees, partners, joint venture partners,
iga:ees and when applicable mortgagees and Affliates hsvtngmc!anminganm(eres(hthe
raperty.

3" means as described in gaction 1.8
rrency” means Ganadian currency.
"Materials" means as described in gection 2.
"Minerals” means as described in sgction 1.1.
"Monthly Production” means as described in gection 1,2.
shall include, to the extent applicable in the circumstances, all of NEWMONT's

sucee -mn-interest, hdudim without Kmitation essignees, partners, jmnt venture partners,
i;rssw and when appﬁmb!e morigagees and Affiliates having or claiming an interest in the

Ins” means as describad in gection 1,2 and section 1.4, as applicable.
"police” means as described in section 8,11,
"Origingl Curtency” means Ugiled Stales currency.
"Other Mineral(s)" means as described in saction 1.4,
"Parties” means NEWMONT and GRANTOR collectively.
"Paty” means either of the Parties individually.
“Paygr” means as described in section 1.2,

als” means as described in gection 1.2.
" means all right, title and interest of NEWMONT now heid or hereinafter acquired by
GRANTOR In and to the property described in aftached Schedule *A" including without
limitation any amendments, supplements. renewals and raplacements thereof.

"Purchase " means that cerain agreement dated effective September 16,
2002 pursuant to ich the Parties agreed to the purchase and sale of the Property.

'I?M%ﬁ&a%a means the consideration referenced in the Recital{s) and stipulated in the
urchase e Agreement.

X means the spot rate at which a Party is able on the relevant date to
urrency with Judgment Currency and includes any premium and costs of
exchange as described in section 8.4.

“Royally” means the Net Smelter Relurns royalty stipulated in gsection 1.1.
oant” means this Agreement and all amendments, modifications and

"Transmission” means as described in gection 8,11,
8.11 {a) Any notice, demand or other communication (in this saction, am%%%?
requir pem&tedtobegwenormadehaexmdershaﬂbemwmmgaﬂdshaﬁbes

1} defivered in person during normal business hours of the recipient on a
gzsiﬂess Day and with a receplionist or cther responsible employee of the recipient at the
s.?pﬂcabfe address first set forth in this Agreement; or ém sent Bafacstmae transmission (a
“Ir. "} during normal business hours on a y charges prepaid and

confirme regutar mail at the address first set forth in this Agfeement and (b) each notice




sent in gccordance with this section shall be deemed to have been recelved: {2% on the day #t
was delivered, or on the same day thal it was sent by fax transmission, or (i} on the first
Business Day thereafter if the day on which it was sent by fax transmission was nol a Business
Day. The notice addresses for the Partiss are set out on page one of this Agreement. A Parly
may change its address for notice by giving notice to the other Parly in accordance with this
seclion. Notice to NEWMONT shall additionally be sent to Newmont Mining Corporation, 1700
légmg;%%g? 5392?;&' Denver, Colorado 80203 USA., Aflention. Land Dept, Facsimile:

8.12 Assignment. Except as otherwise provided in this Agreement, GRANTOR may assign,
transfer, convey or otherwise dispose of its rights, interests and obligations under this

reement, provided, however, any option, joint-venture, assignment, transfer, conveyance or
other disposition by GRANTOR of its rights and interests in or with respect to the Properly or
this Agreement shall be void unless the proposed assignee has first agreed in writing with
NEWMONT to observe and be bound by all of the provisions of this Agreement with respect to
the rights, inlerests and obligations being assigned to or assumed by the assignee in the place
and stead of GRANTOR and only subsequent to the signing of a definitive agreement as
between such assignee and NEWMONT shall GRANTOR be relieved or discharged from the
Purchase and Sale Agreement and this Agreement in respect thereof. GRANTOR shall not be
relieved or discharged from this Agreement and the Purchase and Sale Agreement in respect of
any rights, interests or obligations of GRANTOR in or with respect 1o this Agreement or the
Purchase and Sale Agﬁemfent which are not assigned or assumed in accordance with the
foregoing and NEWMONT may continue to look to GRANTOR for performance with respect
thersto. NEWMONT shall have the unrestricted right, in ifs sole and absolute discretion, fo
assign, transfer, convey, or relinquish any of its rights or interests with respect fo the Properly,
including the Royalty at any time.

8.13 ,Mgimgﬁgme of the Property. GRANTOR shall pay all governmental taxes, duties or other
payments, make any minimum investments required by law, perform all acts and comply with all
obligations under applicable law required to maintain the Property {exc%udigg those portions of
the Property previously abandoned by it as provided in this seclion) in good standing. At any
time and from time to time, GRANTOR may elect {o abandon any part or parts of the Property
by giving notice to NEWMONT of such election not less than thirty {30) days prior to the
proposed date of abandonment. The notice shall identify the portion of the Property which is
proposed to be abandoned. Upon expiry of such thidy (30) day period, GRANTOR's
obligations hereunder in respect of such abandoned interests shall terminate and thereafter the
term "Property” as used in this Agreement will a fo those interests comprising the Properly
which have not been abandoned by GRANTOR. H requesied by NEWMONT GRANTOR shall
execute documents transferring to NEWMONT title to any part or parls of the Property which
GRANTOR is abandoning.

8.14 Further Assurances. The Parties promptly shall execute all such further instruments and
documents and do all such further actions as may be necessary o effectuate the purposes of
this Agreement.

8.15 Entire Agreement. This Agreement together with the corresponding Purchase and Sale
Agreement and the Closing Documents (as described in the Purchase and Sale Agreement)
constitute the entire agreement between the Parties with respect to the subject matier hereof.

8.16 English Language. The Parties hereto expressly declare that they require this Agreement,
and all documents and noti relating thereto, to be drafled and wrilten solely in the English
language. Les Parlies déclarent expressément qu'elles exigent que ce contral, ainsi que tous
les documents et avis s'y rapportant, soient rédigés et écrits exclusivement en anglais.

B.17 Counterparis. This Agreement may be executed in any number of counterparts, and it
shall not be necessary that the signatures of the Parlies be contained on any counterpart.
Each counterpart shall be deemed an original, but all counterparts together shall constitute one
and the same instrument.

IN WITNESS WHEREOF the Parties hereto have duly executed this Agreement effective as of
the date first written above.

REDSTAR GOLD CORP, NEWMONT CANADA LIMITED

By: m By: /&ngf ‘/,{Mfwf/)
Te: __President Title: Yt CotsiPe ™

Date: Sg}% R ’H, o Date: SepT /G, 1004y “
Its Authorized Represenlative lts Authorized Representative ‘

[SEAL] [SEAL]
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[ Parcel &
§€ee§m§§ Palricia

Freahold Patricia

Freshold Patricia

[Paicel 544

’FT‘%’"&'E%%E“M,T

e

RL 1830
Township of Todd, District of Kenora (Patricia portion)

TR ClEin
KEL 16519
Yownship of Todd, District of Kenora (Patricia portion)

Towmhipaﬁodd District of Kenora (Patricia portion)

e ke
Freshoi Patricia

Freshold Patricia

éfﬁé

Freshold Patricia

Freehold Patricia

Farcel 2452

Farcel 2455
Freehold Patricia

Mg UEEn
KHL 7445 (KRL 18227 and part of KRL 18313;
KRL 1451 (KRL 18228 and of KRL 18313

Township of Todd, District of Kenora (Patricia portion)

Wi Claim
KRL 5525 (FRL 19854)
Townaship of Todd, District of Kenora {Petricia portion)

KRLE 526}?*1&&. 19855)
Towmmp of Todd, District of Kenora (Patricia portion)

E{RL 1&%?{1 {E(?{L 1

Township of Todd, mu?m of Kenora {Patricia portion)

Eﬁiéﬁg ClEm
KHL 10411 (KEL ¥

9859
Township of Todd, D:str?ct of Kenora (Patricia portion)

M ClEm
KRL 19853
Township of Todd, District of Kenora (Patricia portion)

Ming Cam
KHL 159855
Township of Todd, District of Kenora (Patricia portion)

ERIET ]
KRL ’f%‘BS’F
Townstip of Todd, District of Kenora (Patricia portion)
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SCHEDULE "C"

to the Agreement dated November 19, 2010 between Confederation Minerals Ltd. and
Redstar Gold Corporation.
By that certain Option Agreement effective January 1, 1980 between The Estate of Harry A. Newman
and Newmont Canada Limited, successor in interest to Noranda Exploration Company, a Net Carried

Interest of 15%, as defined within the agreement, was retained by The Estate of Harry A. Newman.

A copy of such agreement is herewith attached to and immediately follows this Schedule C



). FER 13 ‘IQB‘

THTIS ROMLEMENT made as of the Lst day of Januery, 1960
BRETWET N:

HOPANDA ERPLORATION COLMPANY , LIMITED
(Mo Taersonnl Lishility), a company
duly incorporated under the laws of
the Provincee of Quebec (hereinafter
called the "Optionce")

OF THE TIRST PART;

and

THE ESTATE OF IIARRY A. NEWMAN
acting through its executors
Thomas Allen Newman, of Toronto,
Ontario, and William Goold Hewman,
of Whitby, Ontario (hereinafter
called the "Optionor"

OF THE SECOND PART.

WHEREAS the Optionor owns the mining claims listed in
Scenwdule “A" attacned to this agreement which are hereinaftax

called the “Property”;

AND WHEREAS the parties have agreed-that the Oplticnee

may acguire the Proverty pursuent to the terms of this agreement;

NOW THEREFORE THIS ACGREEMENT WITNESSETH THAT, in
eonsideration of the premises and the mulual convenants hereinaftex

contained, the parties hereto agree as follows:

1. . The Optionor varrants and represents that to the best

of its knowledge and belief it owns the Property and that the
Propexrty is in good standing free and clear of all liens and
encumbrances., The Optionor further repreosents and warrants that
thers are no claims or encumbrances against the Property by perscns

claiming by or under the Optionor.

2. The Optionor hereby gives and grants to the Optionce the
exclusive right and option to avguire the Property subject to a

fifteen per cent (15%) net carriad interest resérved to the Optionow,
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2. Tn oordsr to maintiin this agresnont in geod gtanding,
the OpLionse must polis the following payments to the Opbionor on
or befoere the deoien indicatoed:

. 7
(a) $4,000.60 on the date this agreement is executed;

]
A

&
{

() $6.0066.60 on or before December 31, 1980;

~ N

{c)  $10,000,00 on or before December 31, 1981,

4. As a further reguirement o maintain this agreement in
good standing thz Optionee hereby commits to spend $20,000.00 on
exploration wor¥ cn the Pxopert? pricr to Decewber 31, 1%80. 1In
order to continue Lo mnintain the agreemént in good standing the
Optionze wust conmit, on or bzfore January 1, 1981 to spend a
further $50,000.00 on expleration and/or davelopment work on the
Property prior to Decewber 31, 1981. In order to continue to
maintain the agreemant in gosd standing the Optionee must commit,
on ox mefora Janvary 1, 18¢2, to gpand a farther $100,000.00 on
expleration and/exy fevoleoprent work orn tha Propesrty prior to
December 31, 1982.

Any ewocunts spent by the Optionee during the above
specified tile psricds in excess of the amounts committed shall be

credited towards subsequent zxpenditure commitments.

5. The option hereby grented shall be for a term of threc

(3} years commsncing January 1, 18280 and ending on December 31, 1082,

6. Provided the Optionese hus maintained this agreement in
good standing, has paid the Cptionor the suwm of $20,000,00 pursuant
to paragraph 3 above and spant a minimum of §1.70,000.00 on the

Property pursuani o paraguvaph 4 above it nay priox to the expiration

of the oplion hazaby grantad, notify the Opiionor that it has earned
its interest hereundsr. When the Opticnee  yives such notice,
benelizisl ownsvehip of the Property shall immediately vest in the

Optionaze subject to a fiftmen pex cent (158) net carvied interest

reserved to the Gpticnor. The 15% net carried interest shall be
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calculaled in accordance wilh the puovisions of Scheduie "B
attached hereto.

7. The partices hereto agree that titl; to the ?rmp@rtf
shall be transferved forthwith to the Cptionee to be held in
trust during the corrency of this agreowent. Should the Optionee
acquire berneficial ownership of the Property hereunder, tizle
shall remain in the name of the Cptionee, and the Optionor may
record evidence of his nest carried interest. Should thiz agree-
mant be terminated, the Optionee shall‘transfax title to the

Property o the Optionor or his nomince.

8. The Optiénor does hereby glve and grant to tﬁe Optionce
the xight to have quiet and exclusive possession of the Froperiy
dvring the currency of this agreement with a full righit to sample,
examine, diamond drill, develop or minz the Properxiy in such a
manner as the Optlones in its sole discretion may deem proper and
to erect, bring and install thereon all such buildings, machinery,
equipment and supplies as the Optionce shall deam necessary and
proper. In the event of termination of the option herein granted
by lepse or otherwise, all building, plant, equipnent, machinery,
tools, appliances and supplies which have been brought upon the
Property either before or during the curreuncy of this agresment
may be reroved by the Optionee at any time not later than eightoen
(18) months after the términation of this agreement, and, if not so
removed, shall become the property of .the Optionor. Upon termin-
tion, the Optionee shall, on demand and at its expense, Celiver o
the Optionor onz set of copies of assay plans and diamond drill
records and othex pextinent detail, if any, prepaxed by or for

the Optionee relative to any work done on the Propexty. Diamond
drrill cores, excepi for those partiohs faken for assay and testing

purposes, shall be left on the Property.
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9. ALL work done by the Opticonee on the Properiy shall be

dene in accerdance with good wminivg practice and in compliance
with the laws of the Province of Ontario. 7The Cptionce ghall
keep the Propaxly in good standing during the currency of this

agreemant and shall apply all asseszment worl on the Property at .

19, During the currency of this agreement, the Optionor

shall have access to .ths Property ah his sole risk and expense

to review development work being carried cut thereon and also

shall have access at all times to the records of thé Optionea
respecting exploration and developnent work carried cut and the
results obtained therefrom, provided, however, that this shall

not unduly interfere with or disrupt the activities of the Opticnee.
The Optionee shall provide the Optionoi with annual reporte indi-
cating the status of the exploraltion work baing conducted on the

Proporiy.

A1, The Optionee shall indemnify and save harmless the

Opticnor Ifrom any and all claixs arising ouvt of the operations
which may b=z conducted upon the Property by the Optioree during

the currency of this agraement.

12. This is an option-agreément only and the Optionee shall
not he obligated to pexform any work on the Property cther thaﬁ

the initial $£20,000.00 work commitment given in paragraph 4 abave
oxr to make any payments other than the $4,000.00 due on exccuticon
of this agreement. The Optlopnce may terminzte this agreement at
any time by sending notice of termination to tﬁe Optionox and, in
such case, this agreement shall terminate on the date specified

in the notice providesd that the Optionee rwust LulIil any commitment
given prior to the date of tewmivation. The Opkionee ¢asll be
entitled to drop any of *he clains comprising the Pruperty during

the currency of this agrwement. If it desires to drop a claim thc
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Opticnee shall give the Optionor 30 doys notice of its intention

to do s0 and the Optionor way, wilhin such 20 day pericd, clec

s

to have the claim ﬁransfarrmd to it. If the Optionor notifies the
Optianaé that it does not want the claim transferred to it or

fails to respond to the Optionec's notice within the 30 day perxriocd
then the Optionece shall be entitled ko drop the claim and thereafter

the definition of “Property” shall exclude apy such claim.

13. Tims shall be of the essence hereof, provided that if the
Optionee should be delayed or prevented from examining, exploring
or developing the Property by strikes, dovernmental regulations

Or ‘any other cause$ beyond the control of the Opticnee, the time
within which the option may be exercised and the time when payments

mist be made and work performed shall be extended by the periocd of

all such delays.

14, All notices required to be served hereunder shall be
deemed to have bsen properly served or delivered if delivered by
hand or sent by ordinary mail, postage prepaid, to the parties at

" the following addresses:

OPTJONEE: Noranda Exploration Company, himited
P.0. Box 45, Commerce Court West
Toronto, Ontario, M5L 1B6

OPTIONOR: c/o O'Donchue, White and Christo
Box 145, Suite 2010,
401 Bay Street
Toronto, Ontario K5H 2¥4

Attention: Mr. Micheel W. Price

" or such other address as a party may in writing designate.

15, This agreement shall he governcd and interpreted in

accordance with the laws of the Province of Ontario.
18, This agreement shall enure to the benefit of and

be binding wpon the parties hereto and tlhieir respective heirs,

erecutors, adminigtrators, successors and permitted assigns.
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IN WITNLSS WHEREOP, the parties have muczcu%*f::c’l this

agreement as of the day and year first above written.

IORAZD% EXPLORATION COMPANY, LIMITED
(Ho Personal Liability)

/I;{/" l '/j

e - .- N /' ,f»
: A vt ,(”,/ e
g T - sz:’cﬂi’res*f denpt
'\\ o i' / I
&0)7 (537
. ) o
WITNESS : ESTATE OF HARRY A. NEWMAN
<2 . OF - ‘
4@ R w;; o per: %, o § L A
5 /S Executoxr™
Q\\&'@ \(\'\\\\\.QLX’JL\M\ per: /M»M. M/ﬂ,{; /,(—/\v s
e U T EXecuror &
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This is SCHEDULE "L to an agreement dated as of the lsi
day of January, 1986, between NORBNDA EXPLORATION COoMPpANY,
LIMITED (¥o Personal Liability), as -Optionee and the TSTATE
OF HAPRY A. WEWHMAN, os Optionor

The following mining claims are located in Todd Township,
Province of Ontario:

KRL 1449 -
KHRL 1453
KRI, 1607
KR, 1610
KRL 1611
KRL 1612
KRL 8526
KRL 10410
KRL 10411
KRL 15853
KRL 19656
KRL 13857
KRI, 8525

The following mining claims arxe located in the Townships
of Heyson and Baird, Province of Ontario:

KRL, 13069 Heyson

KRIL 13082 Baird & Heyson

RRL‘13083 Baird & Heyson

KRL 13084 Baird & Heysén

KR, 13241 Heyson

KRL 13242 Heyson

KRL 13243 Heyson . )
KRL 13244 Heyson

KRL 13254 Heyson

KRL 13255 Heyson

KRL 13475 Heyson

KRL 13476 Baird & Heysoh

KRL 13477 Baixd & Heyson

KRL 13854 Heyson

KRI. 13659 Heyson

KRL 13660 Heyson
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KRL 13060  pt. my. rts. Heyson
KRI. 13068 PAT Heyson
XRL 13052 PT Heyson

305
KRL 13061 PAT Heyson
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This is SCHEDULE *BY {o an agreement dated as of the lst
day of January, 1980, botween NORANDA EXPLORATION COMPANY,
LIKIYED (No Personal Liability}, as Optionee, and the
ESTATE OF NARRY A. NZVMAN, as Optionor

I. . The net carried interest ko which the Optionor may become
entitled undexr the attached agreenent shall ﬁe fifteen per cent (15%)
in the aggregate of the running credit balance in the Carried
Interest Account on December 31 in each year during which the
Optionor is entitled to a cerried interegt less any prior caxried

interest payments paid by the Optionee to the Optionor.
For the purposes of this Schedule,

(1} "VCarried Interest Account" means a special account to be

credited with Net Proceeds and debited with:
(i) Capital Expenditures;
(ii) Working Capital; and
(1ii) a carrying charge on the quarter end debit
balance in the Carried Intersst Account at
a rate equal to the then current Canadian
Imperial Bank of Commerce Prime lending
rate plus one per cent (13%) charged at +he
end of each guartasr,

(2} ”N&t’ﬁ;pceeds“ means the gross revenue generated from-any
and all activities of the Optionee on the Property less all
Operating Expenses incurred in connection with operations
on the Property. Without limiting the genarality of +he
foregoing definition of gross revenue, that term shall

include revenue from sales or use of all metallic and

non-metallic substances taken from the Property.

(3} *“Operating Expenses® means all costs, obligations, lia~

bilities and expenses of whatsoever nature related to
operations conducted on the Property but excluding charges
for depletion or depreciation, Cperating Expenses shall
include all expences usuaily allocated to a mining
operation and shall -include a reasonable charge for
managenz2nt by the Optionee-which shall be agreed upon

by the parties annually after the Data of Cowmmencement

of Production. During the exploration stage, the Optiocnee

glo/i10d  Bye-L 1586~/£8~E0¢8 puey juolseN-{ioNd  WdS2°E0  20~0E-DNY



shall charge twelve and one-half per cent (12 1/2%)

of direct eypenses as an overhead charge and the

parties shall agree on an overhead charge'for the

feasibility and preproduction stagds.

If ore from the Property is treated at the Optionee's

or its affiljate's existing mill, costs at such mill

shall be allocated in accordance with good mining préc~

tice, having regard to the ratio of tons of ore treated

from the Property to total tons treated at the mill.

_The parties shall agree on a mill toll to be charged by

the Optionee or its affiliate ih addition to other costs,

vwhich toll is in the nature of a capital rent. Such toll

shall be the same as the Optiocnee or its affiliate is

prepared ' to charge third parties who might wish to treat

ore at such mill. Likewise, smelting and refining
~~charges applied herein shall be the same as the Optionee

ox its affiliate charges third parties to custom trezat

concentrates at its smeliter and refinéry.

(4) "Capital Expenditures" means all money paid or evpended

by the Optionee on or in connection with the Property in
order to bring the Property into production ox expended
for capital purposes on a milling facility for ore from
the Property prior to the Date of Commencement of Produc-
tion or any money expended by the Optionee after the Date
of Commencement of Production For capital purposes on the
mining or milling plant. Capital Expenditures shall also
include all money expended by thg Optionee in prospecting,
e¥ploring and develSping the Property prior to the Date

of Commmencement of Production.

(5) YWorking Capital" means thg amounts advanced for working

capital purpozes by the Optionee which are reguired to

carxy on the operatictns on the Propexty.
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(6) "Date of Conmenconsnk of Production" means the thirticth

day of the first 30-day period during which ore from the
Propevty is mined on the averagae at seventy-~five per cent
(75%) 0f the rated capacity of the mining blant according
te the mining plan developed by the Optionce.
IX. . The Optionee shall pay the carried interest amounts pay-
able to the Optionor in quarterly inséalments cach year based on
an estimate of ninety per cgnt (90%) ¢f the credit balance in the
Carried Interest Account for each quarter and the balance thereof

shall be gayable not later than the 3lst day of March in the fol-

lowing vear.

IIIL, Cnce the Property is placed into production, the Optionee
shall give to the Optionor a.statement guarterly setting fort
detzails of the Carried Interest Account. This statement shall in-

clude detall of gross revenucs and Operating Expenses.

Iv. Weighing and sarpling of ore shall be done in such manner
as may reasonably be determined by the Optionee. The Optionor
shall be entitled at 211 reasonable times to test the scales being

used and verify the method &f sampliug.

V. The Optionee may remove reasonable guantities of oxe

from the Property for the purpose of bulk sampling and other testing,
and there shall be no credit to Net Proceeds with respect to such
ore unless revenues are derived therefrom.

VI. Thé Optionee agrees to maintain up-to-date and complete
reccrds of all opefations conducted by it on the Property and to
provide the Optionor any and all infprmatién which it requires to
satisfy itself as‘to the cprrations being carried out and the cox-

rectness of the Carried Interest Account. If reguested, the

-Optiopee shall svpply the Cotionox with certificates of the

Optionea's auditors verifying the correctness of any amount included

in the Cerried Interast Acoconnt.
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