
 

PROPERTY OPTION AGREEMENT 
 
THIS AGREEMENT is made as of the 6th day of April, 2018 (the "Execution Date"). 
 
BETWEEN: 
 

YQ GOLD DE MEXICO, S. DE R.L. DE C.V., a corporation existing under the laws of 
Mexico and having an address at Calle Dr. Pesquiera No. 239, Colonia Los Arcos, 
Hermosillo, Sonora, Mexico 83250 

 
(the "Optionor") 

 
AND: 

RIDGESTONE MINING INC., a corporation existing under the laws of the Province of British 
Columbia and having its registered and records office at Suite 409 – 221 W. Esplanade, North 
Vancouver, B.C. V7M 3J3 
 

 
(the "Optionee") 

 
 
WHEREAS: 
 
A. The Optionor is the legal and beneficial owner of mining concessions located in Sonora, 
Mexico, known as the "Rebeico Property" as more particularly described in Schedule "A" hereto 
(such claims are collectively referred to herein as the "Concessions"); and 
 
B. The Optionor desires to grant, pursuant to the terms of this Agreement, and the Optionee 
wishes to acquire, the right to earn an undivided one hundred percent (100%) percent interest in and 
to the Concessions, subject to the Royalty (as hereinafter defined) on the terms and subject to the 
conditions set out in this Agreement. 
 
NOW THEREFORE THIS AGREEMENT WITNESSETH that in consideration of one (1) dollar 
paid by each party to the other, and the mutual promises, covenants, conditions, representations and 
warranties herein set out, the parties agree as follows: 
 

ARTICLE 1 - DEFINITIONS 
 
1.1 For the purposes of this Agreement the following words and phrases shall have the following 

meanings, namely: 
 
(a) "After Acquired Properties" means any property within the Area of Interest 

acquired during the Option Period by the Optionor or any of its Affiliates; 
 

(b) "Affiliate" shall have the meaning attributed to such term in the Business 
Corporations Act (British Columbia); 

 



 

(c) "Agreement" means this Agreement, as amended from time to time; 
 
(d) "Agreement Date" means the date of this Agreement, as first set out above; 
 
(e) "Area of Interest" means an area encompassing all public and private lands that lie 

within five (5) kilometres of the centre point of the Property as at the Agreement 
Date; 

 
(f) "Business Day" means a day other than a Saturday, Sunday or any day on which 

chartered banks in the City of Vancouver, British Columbia are not open for business 
during normal banking hours; 

 
(g) "Commercial Production" means the operation of the Property or any part thereof 

as a mine but not including any bulk sampling programs or pilot plant or test 
operations; 

 
(h) "Concessions" has the meaning attributed to such term in Recital A hereto; 
 
(i) "Effective Day" means the date that is the third (3) Business Day following receipt 

of the Exchange Approval;  
 
(j) "Environmental  Claims" means any and all administrative, regulatory, or judicial 

actions, suits, demands, claims, liens, notices of  non-compliance or violation, 
investigations, or proceedings relating in any way to any Environmental Law or any 
permit issued under any Environmental Law, including: 

(i) any and all claims by government or regulatory authorities for enforcement, 
clean-up, removal, response, remedial, or other actions or damages under any 
applicable Environmental Law; and 

(ii) any and all claims by any third party seeking damages, contribution, 
indemnification, cost recovery, compensation, or injunctive or other relief 
resulting from hazardous materials, including any release of those claims, or 
arising from alleged injury or threat of injury to human health or safety 
(arising from environmental matters) or the environment; 

 
(k) "Environmental Laws" means all requirements of the common law or 

environmental, health, or safety statutes of any agency, board, or governmental 
authority, relating to: (i) noise; (ii) pollution or protection of the air, surface water, 
ground water, or land; (iii) solid, gaseous, or liquid waste generation, handling, 
treatment, storage, disposal, or transportation; (iv) exposure to hazardous or toxic 
substances; or (v) the closure, decommissioning, dismantling, or abandonment of any 
facilities, mines, or workings and the reclamation or restoration of the Property.The 
term Environmental Laws shall include, but will not be limited to, Mexico’s Ley 
General del Equilibrio Ecológico y la Protección al Ambiente, Mexico´s Ley de 
Aguas Nacionales, Mexico’s Ley General para la Prevención y Gestión Integral de 
los Residuos, Mexico´s Ley General de Desarrollo Forestal Sustentable, the 
regulations to each of such laws, Mexican Oficial Norms NOM-052-SEMARNAT-



 

2005, NOM-053-SEMARNAT-1993, NOM-120-SEMARNAT-1997, NOM-138-
SEMARNAT/SS-2003, NOM-141-SEMARNAT-2003, NOM-147-
SEMARNAT/SSA1-2004, Mexico’s Ley General de Salud, Mexico’s Reglamento 
Federal de Seguridad, Higiene y Medio Ambiente en el Trabajo and Mexican Official 
Norm NOM-010-STPS-1999; 

 
(l) "Environmental Liability" means any claim, demand, loss, liability, damage, cost 

or expense (including legal fees) suffered or incurred in respect of environmental 
cleanup and remediation obligations and liabilities arising directly or indirectly from 
operations or activities conducted in or on the Property; 

 
(m) "Exchange" shall mean the TSX Venture Exchange; 
 
(n) "Exchange Approval" means, if required, any approval by the Exchange of the 

Transaction and the issuance of the Consideration Shares; 
 
(o) "Exchange Rate" means the daily exchange rate as reported by the Bank of Canada for 

the conversion of Canadian dollars into U.S. dollars; 
 
(p) "Law" or "Laws" means all applicable domestic and foreign national, federal, state and 

local Laws (statutory or common), rules, ordinances, regulations, grants, concessions, 
franchises, licenses, orders, directives, judgments, decrees, and other governmental 
restrictions, including permits and other similar requirements, whether legislative, 
municipal, administrative or judicial in nature. 

 
(q) "Minerals" means all materials of commercial value produced or derived from the 

Property and all base metals and minerals, all precious metals and minerals, all rare 
earth, non-metallic minerals including diamonds, all industrial minerals and all ores, 
concentrates, precipitates, beneficiated products, and solutions containing any of the 
aforementioned metals or minerals, and all forms in which such metals and minerals 
may occur, be found, extracted or produced on, in or under the Property; 

 
(r) "Operations" means all activities carried out in connection with the prospecting, 

exploring, evaluation, development, and mining of Minerals on the Property, 
including prospecting, exploration, the development of a mine, the mining, 
extraction, treatment, storage and processing of Minerals, distribution of Minerals, 
the acquisition and relinquishment of properties or the construction of any 
improvements, fixtures or equipment reasonably necessary therefor, and any other 
activities or operations related to or necessary for exploration, development, and 
mining of Minerals on, in or under the Property; 

 
(s) "Operator" means the exploration operator during the Option Period; 
 
(t) "Option" means the sole, exclusive and irrevocable right and option granted by the 

Optionor to the Optionee to acquire an undivided one hundred (100%) legal and 
beneficial interest in and to the Concessions as more particularly set out in Section 
3.1 hereof, and subject to the Royalty; 

 



 

(u) "Optionee Shares" means common shares of the Optionee;  
 
(v) "Option Period" means the period commencing on the Effective Date and ending at 

12:01 am on the day after the Optionee exercises the Option as set out in Section 3.2 
hereof; 

 
(w) "Optionee" means Ridgestone Mining Inc.;  
 
(x) "Optionor" means YQ Gold de Mexico, S. de R.L. de C.V.; 
 
(y) "Parties" means the parties to this Agreement and "Party" means any of them;  
 
(z) "Production Payment" has the meaning attributed to such term in Section 3.2(c) 

hereof; 
 
(aa) "Property" means the Concessions together with all right, title and interest of the 

Optionor to all mining leases and other mining interests derived from the 
Concessions, including any renewal thereof and any form of successor or substitute 
title thereto; 
 

(bb) "Royalty" has the meaning attributed to such term in Section 3.3 hereof;  
 

 
(cc) "Royalty Holders" has the meaning attributed to such term in Section 3.3. hereof;  
 
(dd) "Transaction" means the grant of the Option by the Optionor to the Optionee, as set 

out herein; and 
 
(ee) "Work Commitment Expenditures" means:  
 

(i) All costs and expenses incurred in conducting exploration and prospecting 
activities on or in connection with the Property, including, without limitation, 
the active pursuit of and applications for required federal, state or local 
authorizations or permits and the performance of required environmental 
protection or reclamation obligations, the negotiation and performance of 
desirable agreements with local communities or governments,  the building, 
maintenance and repair of roads, drill site preparation, drilling, tracking, 
sampling, trenching, digging test pits, shaft sinking, acquiring, diverting 
and/or transporting water necessary for exploration, logging of drill holes and 
drill core, completion and evaluation of geological, geophysical, geochemical 
or other exploration data and preparation of interpretive reports, and 
surveying and laboratory costs and charges (including assays or metallurgical 
analyses and tests); 

 
(ii) All expenses incurred in conducting development activities on or in 

connection with the Property, the active pursuit of and applications for 
required federal, state or local authorization or permits, the negotiation and 
performance of agreements with local communities, and the performance of 



 

required environmental protection or reclamation obligations, pre-stripping 
and stripping, the construction and installation of a mill, leach pads or other 
beneficiation facilities for valuable minerals, and other activities, operations 
or work performed in preparation for the removal or testing of valuable 
minerals from the Property; 

 
(iii) All costs incurred by the Optionee in connection with any title opinions 

required to be obtained in respect of the Property; 
 
(iv) All costs incurred by the Optionee in connection with the preparation and 

continual updating of a National Instrument 43-101 Standards of Disclosure 
for Mineral Projects compliant technical report for the Property; 

 
(v) All costs incurred in performing any reclamation or other restoration or clean-

up work required by any federal, state or local agency or authority or 
agreements with the same or local communities, and all costs of insurance 
obtained or in force to cover activities undertaken by or on the Optionee’s 
behalf on the Property; 

 
(vi) Salaries, wages, fees, expenses and benefits of the Optionee’s employees, 

advisors or consultants engaged in operations relating to the Property, 
including salaries, consulting fees, advisory fees, project 
management/operator fees and fringe benefits of those who are assigned to 
and directly employed on work relating to the Property for the periods of time 
such employees, advisors or consultants are engaged in such activities and 
reasonable transportation expenses for all such individuals to and from their 
regular place of work to the Property; 

 
(vii) Taxes and assessments, other than income taxes, assessed or levied upon or 

against the Property or any improvements thereon situated thereon for which 
the Optionee is responsible; 

 
(viii) Costs of material, equipment and supplies acquired, leased or hired, for use in 

conducting exploration or development operations relating to the Property; 
provided, however, that equipment owned and supplied by the Optionee shall 
be chargeable at rates no greater than comparable market rental rates 
available in the area of the Property; and 

 
(ix) Costs and expenses of establishing and maintaining field offices, camps and 

housing facilities. 
 
1.2 Entire Agreement 

 
This Agreement constitutes the entire agreement between the Optionor and the Optionee 
pertaining to the subject matter of this Agreement and supersedes all prior agreements, 
understandings, negotiations and discussions, whether oral or written, of and between the 
parties to this Agreement relating to the Property and there are no representations, warranties, 
covenants or other agreements among the parties to this Agreement in connection with the 



 

subject matter of this Agreement except as specifically set forth in this Agreement. No 
supplement, modification, waiver or termination of this Agreement shall be binding unless 
executed in writing by the party to be bound thereby. No waiver of any of the provisions of 
this Agreement shall be deemed to or shall constitute a waiver of any other provisions 
(whether or not similar) nor shall such waiver constitute a continuing waiver unless otherwise 
expressly provided. 

 
1.3 Headings 

 
The Articles, Sections, subsections and other headings contained herein are included solely 
for convenience, are not intended to be full or accurate descriptions of the content of this 
Agreement and shall not be considered part of this Agreement. 

 
1.4 Currency 
 

Unless otherwise indicated, all dollar amounts contained in this Agreement are and shall be 
construed to be in dollars in the lawful currency of Canada and US$ refers to the lawful 
currency of the United States of America. 

 
1.5 Schedules 
 

The following Schedule attached to this Agreement is an integral part of this Agreement: 
 

Schedule "A" – List of Concessions 
Schedule "B" – Terms of Royalty 

 
ARTICLE 2 – REPRESENTATIONS, WARRANTIES AND COVENANTS 

 
2.1 The Optionor and Optionee each represent and warrant to the other that: 
 

(a) other than the Exchange Approval, it has duly obtained all authorizations for the 
execution, delivery, and performance of this Agreement, and such execution, delivery 
and performance and the consummation of the Transaction herein contemplated will 
not conflict with, or accelerate the performance required by or result in any breach of 
any covenants or agreements contained in or constitute a default under, or result in 
the creation of any encumbrance, lien or charge under the provisions of its constating 
or initiating documents or any indenture, agreement or other instrument whatsoever 
to which it is a party or by which it is bound or to which it may be subject and will 
not contravene any applicable laws; 
 

(b) this Agreement, when delivered in accordance with the terms hereof, will constitute a 
valid and binding obligation enforceable against it in accordance with its terms, 
except (i) as such enforceability may be limited by applicable bankruptcy, 
insolvency, reorganization, moratorium, liquidation and other similar laws of general 
application affecting enforcement of creditors’ rights generally and (ii) as limited by 
laws relating to the availability of specific performance, injunctive relief or other 
equitable remedies. 

 



 

2.2 The Optionor represents and warrants to, and covenants with the Optionee that: 

(a) It is a corporation duly established and existing under the laws of Mexico with full 
capacity to do business in Mexico, including but not limited to the purchase, disposal, 
exploration, development and exploitation of mining concessions. 

(b) The Concessions comprised in the Property are in good standing and have been duly 
and validly issued pursuant to all applicable laws and regulations including without 
limitation the Direccion General de Regulacion Minera (General Direction of Mining 
Regulation) and the regulations thereunder and they are in good standing and the 
information in Schedule A is accurate. 

(c) It is the sole legal, beneficial and recorded owner of the Concessions and owns and 
possesses and has good and marketable title to the Concessions free and clear of all 
liens, charges and encumbrances or other claims whatsoever or limitations of 
ownership and, without limiting the generality of the foregoing, the Optionor has not 
entered into and there are not any agreements or options to grant or convey any 
interest in the Concessions or to pay any royalties with respect to the Concessions. 

(d) It holds all governmental permits, licenses, consents and authority that it is required 
by law to hold in order to hold the interest in the Concessions. 

(e) Other than this Agreement it is not a party to any outstanding agreements or options 
to acquire, purchase or sell the Property or any portion thereof or any interest therein. 

(f) To the best of its knowledge, there is no adverse claim or challenge against or to the 
ownership of or title to any part of the Property. 

(g) To its knowledge, there are no actions, or claims, investigations, suits, proceedings or 
inquiries (judicial or otherwise) pending or threatened against or relating to the 
Property before or by any governmental or regulatory agency or board, which would 
reasonably be expected to have a materially adverse effect on the ability of the 
Optionor to perform its obligations hereunder. 

(h) It has not, and to the best of its knowledge and following due inquiry, nor has any 
other Person, in relation to the Property received any notice of any breach of any Law 
or notice of default of any of the terms or provisions of any agreements or 
instruments in respect of the Property and it has no knowledge of any act or omission 
or any condition on the Property which could be give rise to any such notice. 

(i) All taxes, mining concession fees (derechos mineros), rates or other levies of every 
nature and kind heretofore levied against the Property have been fully paid and 
satisfied. 

(j) There has been no material spill, discharge, leak, emission, ejection, escape, 
dumping, or any release of any kind, of any toxic or hazardous substance or waste (as 
defined by any applicable law) from, on, in or under the Property. 



 

(k) Except as expressly permitted by the terms of the Concessions, no toxic or hazardous 
substance or waste has been treated, disposed of or is located or stored on the 
Property as a result of activities of the Optionor or, to its knowledge, its predecessors 
in title or interest. 

(l) It has not received from any governmental or regulatory agency or board, any notice 
of or communication relating to any actual or alleged Environmental Claims and, to 
its knowledge, there are no outstanding work orders or actions required to be taken 
relating to environmental matters respecting the Property or any operations carried 
out on the Property. 

(m) The Concessions are not located in a Protected Natural Area or in a Natural Reserve, 
as these terms are defined by applicable Laws, or in any area protected by Instituto 
Nacional de Antropologia e Historia and no archaeological traces or traces of 
historical importance have been located in the area where the Concessions are 
located. 

(n) It has provided to the Optionee data, maps, interpretive data, samples and other 
materials relevant to the Property for evaluation in the possession or control of the 
Optionor and it will permit Optionee to retain possession of such materials and 
information during the Option Period, it being understood that these materials will 
remain in the Optionee's possession in the event the Option is exercised and, if the 
Option is not exercised, returned to the Optionor. 

 
2.3 The Optionee acknowledges and agrees that the Optionor makes no representation or 

warranty except as set forth in Section 2.2, above, and that it expressly disclaims any 
representation or warranty as to the existence of any Minerals on the Property. 
 

2.4 The Optionee represents and warrants to, and covenants with the Optionor that: 
 

(a) it is a company duly incorporated, validly subsisting and in good standing with 
respect to filing of annual reports under the laws of the jurisdiction of its 
incorporation or organization and is qualified, directly or indirectly, to do business in 
British Columbia; 

 
(b) subject to obtaining the Exchange Approval, it has full power and authority to carry 

on its business and to enter into this Agreement and any agreement or instrument 
referred to in or contemplated by this Agreement and to carry out and perform all of 
its obligations and duties hereunder; 

 
(c) it will observe the terms and the conditions of this Agreement; and 
 
(d) and upon termination of this Agreement, the Optionee shall return or assign to the 

Optionor all technical information and data, maps, interpretive data, samples and 
other material relevant to the Property and in their respective possession. 

 
2.5 The representations, warranties and covenants hereinbefore set out are conditions on which 

the parties have relied in entering into this Agreement, and shall survive the exercise of the 



 

Option or the termination of this Agreement in accordance with its terms, whichever shall 
first occur, for a period of one year. Each of the parties shall indemnify and save the other 
harmless from all losses, damages, costs (including reasonable legal expenses, but not 
including losses of profits or opportunity or punitive or incidental damages), actions and suits 
arising out of or in connection with any breach of any representation or warranty contained in 
this Agreement, and each party shall be entitled, in addition to any other remedy to which it 
may be entitled, to set off any such loss, damage or costs suffered by it as a result of any such 
breach against any payment required to be made by it to any other party hereunder. 

 
ARTICLE 3 - GRANTING AND EXERCISE OF OPTION 

 
3.1 Upon and subject to the terms and conditions of this Agreement, the Optionor hereby grants 

the Option to the Optionee. 
 

3.2 The Option will be exercised by the Optionee: 
 
(a) by making cash payments and/or completing share issuances to the Optionor as 

follows: 
 
(i) within three (3) Business Days of the Effective Date, a cash payment of 

US$50,000 and an additional payment of US$150,000 which, at the sole 
option of the Optionee, may be satisfied in either cash or such number of 
Optionee Shares having an equivalent value based on the closing price of the 
Optionee Shares on the Effective Date and converted to U.S. dollars in 
accordance with the Exchange Rate in effect on the Effective Date; and 

 
(ii) on or before the six month anniversary of the Effective Date, a cash payment 

of US$100,000 and an additional payment of US$200,000 which, at the sole 
option of the Optionee,  may be satisfied in either cash or such number of 
Optionee Shares having an equivalent cash value based on the closing price 
of the Optionee Shares on the day prior to issuance and converted to U.S. 
dollars in accordance with the Exchange Rate in effect on such day, 

 
(b) by incurring an aggregate of US$1,000,000 in Work Commitment Expenditures on 

the Property on or before the two (2) year anniversary of the Effective Date (the 
"Work Commitment"); and 
 

(c) by paying 50% of the net profits derived from Commercial Production from the 
Property, to a maximum amount of US$1,450,000, to the Optionor (the "Production 
Payment"). 

 
3.3 Upon exercise of the Option by the Optionee, and subject to the Repurchase Right set forth in 

Section 3.4 below, Alfonso Daco and Francisco Navarro, being shareholders of the Optionor 
(collectively, the "Royalty Holders") shall jointly become entitled to a 2% net smelter 
returns royalty as provided in Schedule "B" (the "Royalty"). 
 



 

3.4 The Optionee shall have the right, at any time, to purchase one-half (1/2), being 1%, of the 
Royalty from the Royalty Holders  at a total cost of US$1,000,000 (allocated as to 
US$500,000 to each Royalty Holder) reducing the Royalty to 1% (the "Repurchase Right"). 
 

3.5 If the Optionee does not timely make all of the payments, or if the Optionee Shares are not 
issued as specified and at the times provided in this Section 3.2, or the Work Commitment 
Expenditures are not incurred as specified and within the time frame provided in Section 3.2 
hereof, then the Option shall automatically terminate without notice. Notwithstanding the 
foregoing, the Optionee shall have the right to accelerate exercise of the Option by making all 
of the cash payments and/or Optionee Share issuances and the Work Commitment 
Expenditures. 
 

3.6 The Optionor acknowledges that any Optionee Shares issued will be subject to such resale 
restrictions and hold periods imposed by National Instrument 45-102, and the rules and 
policies of the Exchange. 
 

3.7 Upon the Optionee having timely performed all of the requirements of Section 3.2 hereof, the 
Optionee will be deemed to have exercised the Option in full, and the Optionee will have a one 
hundred percent (100%) interest in the Property subject, however, to the Royalty and the 
Optionor will immediately and in accordance with the directions to be provided by the Optionee, 
procure the assignment and transfer of the Concessions to a wholly-owned subsidiary of the 
Optionee to be incorporated pursuant to the laws of Mexico or to such other nominal as directed 
by the Optionee, and complete the recordation of such assignment and transfer in the Public 
Registry of Mining for Sonora State, Mexico.  

 
ARTICLE 4 - EXCHANGE APPROVAL 

 
4.1 The completion of the Transaction, and the issuance of Optionee Shares, is conditional upon 

receipt of the Exchange Approval. In the event the Exchange Approval, is not received within 
forty-five (45) calendar days of the Agreement Date, this Option will terminate. 

 
ARTICLE 5 - ACTIVITIES OF THE OPERATOR 

 
5.1 The Optionor shall act as Operator during the Option Period, however, if the Optionor fails to 

obtain Commercial Production on or before the date that is two years from the Execution 
Date, the Optionee shall become the Operator effective as soon as practicable thereafter. For 
greater certainty, Commercial Production shall be deemed to have commenced on the date of 
the first sale of Minerals from the Property. 
 

5.2 During the Option Period the Operator shall have full right, power and authority to do 
everything necessary or desirable to determine the manner of exploration and development of 
the Property, including the right, power and authority to: 
 
(a) regulate access to the Property subject only to the right of the representatives of the 

Optionee, to have access to the Property at all reasonable times and on reasonable 
notice but at their own risk and expense; 
 



 

(b) employ and engage such employees, agents and independent contractors as the 
Operator may consider necessary or advisable to carry out its duties and obligations 
hereunder and in this connection to delegate any of its powers and rights to perform 
its duties and obligations hereunder; and 
 

(c) remove any Minerals from the Property for sampling and testing purposes as may be 
necessary in accordance with its operations on the Property. 

 
 

ARTICLE 6 - OBLIGATIONS OF THE OPERATOR 
 
6.1 During the Option Period, the Operator shall, in regard to the Property: 
 

(a) permit the other Party , at their own expense, reasonable and timely access to the 
Property and the other Party  agrees to indemnify, defend and hold harmless the 
Operator and its Affiliates, and its or their respective directors, managers, officers, 
shareholders, employees, agents and attorneys (acting under power of attorney), from 
and against any and all liabilities, including reasonable legal fees, which may be 
imposed upon, asserted against or incurred by any of them and which arise out of or 
result from the entry of, presence or activities of the other Party and/or its agents and 
representatives on the Property, including without limitation bodily injury or death at 
any time resulting therefrom and damage to property sustained by any person or 
persons, unless the liabilities are caused by the gross negligence or wilful misconduct 
of the Operator;  

 
(b) keep the Concessions in good standing with all applicable Laws including, without 

limitation, payment of all applicable mining taxes and surface fees and the filing of 
work assessment reports within the deadlines required pursuant to the Mining Law of 
Mexico and the regulations thereunder and free and clear of all liens, charges and 
encumbrances of every character arising from its operation hereunder (except for 
liens for taxes not then due, other inchoate liens and liens diligently contested in good 
faith by the Operator), and proceed with all reasonable diligence to contest or 
discharge any lien that is filed; 

 
(c) pay, when due and payable, all wages or salaries for services rendered in connection 

with the Property and all accounts for materials supplied on or in respect of any work 
or operation performed on the Property; 

 
(d) do or cause to be done all work on the Property in a good and workmanlike fashion 

and in accordance with all applicable laws, regulations, orders and ordinances of any 
applicable governmental authority;  

 
(e) obtain and maintain for itself and at its own cost, such insurance, with such limits and 

deductibles, as would normally be maintained by a reasonably prudent operator in the 
circumstances, either by way of a separate policy or the extension of coverage under 
a "blanket" policy maintained by an Affiliate of the Operator; 

 



 

(f) provide to the other Party  at all reasonable times, access to, and the right to inspect 
and copy all maps, drill logs, core tests, reports, surveys, assays, analyses, production 
reports, operations, technical, and other information acquired in operations; and 

 
(g) at all times, comply with the Corruption of Foreign Public Officials Act (Canada) in 

all respects and ensure that no prohibited payments are made to any Foreign Public 
Official as such term is defined in the Corruption of Foreign Public Officials Act 
(Canada). 

 

ARTICLE 7 – TERMINATION 
 

7.1 The Optionee may, at any time prior to its exercise of the Option and subject to any survival 
terms and conditions provided in this Agreement, terminate this Agreement in its entirety on 
written notice to the Optionor and any liability for any obligation incurred prior to such 
termination, shall thereafter have no liability to the Optionor as a result of such termination. 
 

7.2 If at any time the Optionee fails to perform any obligation required to be performed by it 
hereunder, or the Optionee is otherwise in breach of a warranty or a covenant given by it 
hereunder, then the Optionor may terminate this Agreement, but only after it shall have first 
given written notice of default to the Optionee and the Optionee has not cured the default 
within (a) five (5) Business Days following delivery of the notice of default if the default is a 
failure to timely pay money, or (b) within thirty (30) calendar days following delivery of the 
notice of default if the default is other than a failure to timely pay money. 
 

7.3 Upon termination of this Agreement, the Optionee shall have no legal or beneficial interests 
in or to the Property.  The Option is an option only in respect of the Property and except as 
specifically provided otherwise, nothing in this Agreement shall be construed as obligating 
the Optionee to do any acts or make any payments hereunder and any act or acts or payment 
or payments as shall be made hereunder shall not be construed as obligating the Optionee to 
do any further act or make any further payment. 
 

ARTICLE 8 – TRANSFERS 
 
8.1 Except in the event of a transfer to an Affiliate, the Optionee shall not be permitted to transfer 

all or any part of its rights or obligations under this Agreement without the prior written 
consent of the Optionor, which consent may be granted or withheld by the Optionor in their 
sole discretion. 

 
ARTICLE 9 - FORCE MAJEURE 

 
9.1 If any party to this Agreement is at any time prevented or delayed in complying with any 

provisions of this Agreement by reason of strikes, lock-outs, labour shortages, power 
shortages, fuel shortages, fires, wars, insurrection, terrorist activities, inability to gain or 
maintain surface access not related to the misconduct of such party, acts of God, 
governmental regulations restricting normal operations, shipping delays or any other 
extraordinary reason or reasons beyond the control of such party, other than lack of funds, the 
effect of which would be to halt work on any or all of the Property, the time limited for the 



 

performance by such party of its obligations hereunder shall be extended by a period of time 
equal in length to the period of each such prevention or delay, but nothing herein shall 
discharge such party from its obligations hereunder to maintain any and all Property in 
respect of which it is the Operator in good standing. 
 

9.2 Each party shall give prompt notice to the other of each event of force majeure under Section 
9.1 hereof and upon cessation of such event shall furnish to the other party notice to that 
effect together with particulars of the number of days by which the obligations of the 
notifying party hereunder have been extended by virtue of such event of force majeure and 
all preceding events of force majeure. 

 
ARTICLE 10 - CONFIDENTIAL INFORMATION 

 
10.1 The parties to this Agreement shall keep confidential all books, records, files and other 

information supplied by any party to the other party or its employees, agents or 
representatives in connection with this Agreement or in respect of the activities carried out on 
the Property by any party, or related to the sale of Minerals, or other products derived from 
any Property, including all analyses, reports, studies or other documents prepared by any 
party or its employees, agents or representatives, which contain information from, or 
otherwise reflects such books, records, files or other information. The parties shall use their 
reasonable efforts to ensure that their employees, agents or representatives do not disclose, 
divulge, publish, transcribe, or transfer such information, in whole or in part, other than to an 
Affiliate where such disclosure is for routine corporate purposes, and other than to its 
contractors, legal, accounting and other advisors, financiers, potential investors and potential 
transaction partners who require such information, without the prior written consent of the 
other party, which consent may not be arbitrarily or unreasonably withheld and which shall 
not apply to such information or any part thereof to the extent that: 
 
(a) it is required to be publicly disclosed pursuant to applicable securities or corporate 

laws or rules or requirements of any stock exchange, in which event the party seeking 
to make such disclosure shall provide to the non-disclosing party, at least 24 hours 
prior to making such disclosure, a written copy of such proposed disclosure, unless 
mutually agreed otherwise, and shall include any comments the non-disclosing party 
may have, acting reasonably, on such proposed disclosure; 

 
(b) the disclosure is reasonably required to be made to a taxation authority in connection 

with the taxation affairs of the disclosing party; or 
 
(c) such information becomes generally disclosed to the public, other than as a 

consequence of a breach of this Agreement by one of the parties to this Agreement. 
 

10.2 Notwithstanding any other provision hereof each party to this Agreement agrees to provide to 
the other party to this Agreement the text of any proposed news release or information update 
with respect to this Agreement or the Property at least twenty-four (24) hours prior to release 
of such information to third parties. The party receiving such proposed news release or 
information update shall review and comment on the text thereof within twenty-four (24) 
hours of receipt. The party proposing the new release or information update shall in good 



 

faith review the comments provided and shall take reasonable steps to modify the release or 
update according to the concerns raised. 

 
ARTICLE 11 - DISPUTE RESOLUTION 

 
11.1 All disputes arising out of or in connection with this Agreement, or in respect of any defined 

legal relationship associated with or derived therefrom, shall be referred to and finally 
resolved by arbitration by one arbitrator under the rules of the British Columbia International 
Commercial Arbitration Centre. 

 
11.2 The appointing authority shall be the British Columbia International Commercial Arbitration 

Centre and the case shall be administered at Vancouver, British Columbia, by the British 
Columbia International Commercial Arbitration Centre in accordance with its "Procedures 
for Cases under the BCICAC Rules". 

 
ARTICLE 12 - COVENANT TO REGISTER AGREEMENT 

 
12.1 Forthwith upon the acquisition of an interest in any land or mineral rights pursuant to this 

Agreement, either party to this Agreement shall, if requested by the other by notice in 
writing, cooperate with such other party in taking such steps as are necessary for the 
registration of the interests of the parties to this Agreement with the appropriate authorities, 
governmental agencies or registry offices to properly evidence this Agreement in the 
jurisdiction in which the Property is located and protect to the extent possible, the rights and 
interests of the parties acquired hereunder from time to time from adverse claims by third 
parties. 

 
ARTICLE 13 – NOTICES AND APPROVALS 

 
13.1 Any notice or other writing required or permitted to be given hereunder or for the purposes of 

this Agreement to either the Optionor or the Optionee shall be sufficiently given if delivered 
personally or transmitted by email or other form of recorded communication capable of 
producing a printed copy: 
 
(a) In the case of a notice to the Optionee, at their address as shown on the first page of 

this Agreement, or by email to wongchungyao@gmail.com, to the attention of Erwin 
Wong. 

 
(b) In the case of a notice to the Optionor at their address as shown on the first page of 

this Agreement, or by email to adaco8888@yahoo.com, to the attention of Alfonso 
Daco. 

 
or at such other address or addresses as the parties to whom such writing is to be given shall 
have last notified the party giving the same in the manner provided in this Section 13.1. Any 
notice delivered to the party to whom it is addressed as provided in this Agreement shall be 
deemed to have been given and received on the day it is so delivered at such address, 
provided that if such day is not a Business Day, then the notice shall be deemed to have been 
given and received on the Business Day next following such day. Any notice transmitted by 



 

facsimile or other form of recorded communication shall be deemed to be given and received 
on the first Business Day after its transmission. 
 

13.2 Jonathan George shall act as the authorized representative of the Optionor for the purpose of 
any approvals required of the Optionor hereunder.  

 
 

ARTICLE 14 - AFTER ACQUIRED PROPERTIES 
 
14.1 During the Option Period, the Optionor shall provide written notice to the Optionee of the 

acquisition of any and all After Acquired Properties, following which the Optionee shall have 
the option to include them in the Property, and in the event the Optionee so elects they shall 
be subject to the terms and conditions of this Agreement. All properties added by the 
Optionee within the Area of Interest during the Option period will subject to the terms and 
conditions of this Agreement. 

 
14.2 Upon an election by the Optionee under Section 14.1 hereof, to include a property acquired 

within the Area of Interest, the Optionee shall pay all of the acquisition costs for such 
property and reimburse the Optionor for all costs incurred in connection with the acquisition. 

 
14.3 During the Option Period, the Optionor shall keep all of the Concessions comprising the 

Property, including any After Acquired Properties included within the Property, in good 
standing. 

 
 

ARTICLE 15 - INDEMNIFICATION 
 
15.1 The Optionor Indemnity - The Optionor agrees to indemnify and save the Optionee harmless 

from and against any and all costs, claims, losses, expenses and damages arising from 
Environmental Liability suffered or incurred by the Optionee arising directly or indirectly 
from any operations or activities conducted by the Optionor, or its employees or agents, in or 
on the Property. 

 
15.2 The Optionee's Indemnity - The Optionee agrees to indemnify and save the Optionor 

harmless from and against any and all costs, claims, losses, expenses and damages arising 
from Environmental Liability suffered or incurred by the Optionor arising directly or 
indirectly from any operations or activities conducted on the Property, whether by the 
Optionee, or its employees or agents (except the Optionor, as applicable), after the 
Agreement Date. 

 
15.3 Survival - The provisions of this ARTICLE 15 shall survive any termination of this 

Agreement for a period of one (1) year following the date of termination. 
 

 



 

ARTICLE 16- GENERAL 
 
16.1 No consent or waiver expressed or implied by any party in respect of any breach or default 

by any other party in the performance by such other of its obligations hereunder shall be 
deemed or construed to be a consent to or a waiver of any other breach of default. 

 
16.2 No investigation made by or on behalf of the parties or any of their respective advisors or 

agents at any time shall have the effect of waiving, diminishing the scope of or otherwise 
affecting any representation or warranty made or incorporated by reference herein by the 
other parties to this Agreement or made pursuant thereto. No waiver by the parties of any 
condition, in whole or in part, shall operate as a waiver of any other condition. 

 
16.3 Notwithstanding the right of any party to this Agreement fully to investigate the affairs of the 

others, each of the parties has the right to rely fully upon the representations, warranties, 
covenants and agreements of the other contained or otherwise incorporated by reference in 
this Agreement and of such other party’s Affiliates, officers and agents delivered pursuant to 
this Agreement. 

 
16.4 All statements contained in any certificate or other instrument delivered by or on behalf of 

any party pursuant to this Agreement or in connection with the transactions contemplated by 
this Agreement shall be deemed to be made by such party hereunder. 
 

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

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

16.7 This Agreement shall be governed by and construed in accordance with the laws of the 
Province of British Columbia and the federal laws of Canada applicable therein. 
 

16.8 Time shall be of the essence in this Agreement. 
 

16.9 The preamble and Schedules attached to this Agreement shall be deemed to be incorporated 
in, and to form part of, this Agreement. 
 

16.10 Wherever the neuter and singular is used in this Agreement it shall be deemed to include the 
plural, masculine and feminine, as the case may be. 
 

16.11 The word "or" shall not be exclusive and the word "including" shall not be limiting (whether 
or not non-limiting language such as "without limitation" or "but not limited to" or other 
words of similar import is used with reference thereto. 
 

16.12 Nothing contained in this Agreement shall be deemed to constitute either party to this 
Agreement the partner of the other nor to create any fiduciary relationship between them, nor, 



 

except as otherwise herein expressly provided, to constitute either the Optionee or the 
Optionor as the agent or legal representative of the other. It is not the intention of the parties 
to this Agreement to create, nor shall this Agreement be construed to create, any partnership 
or agency relationship between any of the parties. None of the parties shall have any 
authority to act for or to assume any obligation or responsibility on behalf of the other 
parties, except as otherwise expressly provided herein. 
 

16.13 If any provisions of this Agreement shall be invalid, illegal or unenforceable in any respect 
under any applicable law, such provision may be severed from this Agreement, and the 
validity, legality and enforceability of the remaining provisions hereof shall not be affected or 
impaired by reason thereof. 
 

16.14 This Agreement may be signed by the Parties in counterparts and may be delivered by 
facsimile or other form of electronic transmission, each of which when delivered will be 
deemed to be an original and all of which together will constitute one instrument. 

 
 
 
 

Signature Page Follows 
 



 

 
IN WITNESS WHEREOF the parties to this Agreement have executed this 

Agreement as of the day and year first above written. 
 
  RIDGESTONE MINING INC. 
    
    
  By: (signed) Erwin Wong 
   Authorized Signatory  
     
     
  YQ GOLD DE MEXICO, S. DE R.L. DE C.V. 
     
     
  By: (signed) Jonathan George 
   Authorized Signatory 
     

 





 

SCHEDULE "B" 
 

 
Royalty 
 
Any capitalized terms not defined in this Schedule "B" have the meaning ascribed to them in the Option 
Agreement to which this Schedule "B" is attached.  
 
The Royalty reserved herein shall be subject to the following: 
 
1. Definitions 
 
a. "Commercial Operation" means the operation of the Property or any part thereof as a mine but 
not including any bulk sampling programs or pilot plant or test operations.  Commercial Operation shall 
be deemed to have commenced on date of the first sale of Product from the Property.   
 
b. "Gross Revenues" means the aggregate of the following revenues (without duplication) received 
or accrued in each quarterly period: 

 
(i) the revenue from arm's length purchasers of all Products; 
 
(ii) the fair market value of all Products sold to persons not dealing at arm's length with First 

Division Ventures Inc.; and 
 
(iii) any proceeds of insurance on Products; 
 
c. "Net Smelter Return" means Gross Revenues less Permissible Deductions. 

 
d. "Permissible Deductions" means the aggregate of the following charges (without duplication) 
that are paid or accrued with respect to the Property in each quarterly period: 

 
(i) transportation costs for Products from the Property to the place of delivery of Products to 

a purchaser thereof, including shipping, freight, handling and forwarding expenses, 
 
(ii) all costs, expenses and charges which are either paid or incurred in connection with 

refinement of Products by a third party, including all smelter and refinery charges and all 
weighing, sampling, assaying, representation and storage costs, any umpire charges, and 
any penalties charged by the refinery or smelter, but not including mining, milling or 
concentration charges paid or incurred with respect to Products, and 
 

(iii) all transport insurance on Products; 
 

e. "Products" means all ores, concentrates, minerals and refined or semi-refined products produced 
from the Property. 
 
f. "Royalty Holders" means collectively Alfonso Daco and Francisco Navarro. 

 



 

2. Terms of Royalty 
 
 a. Estimation of Royalty.  The Royalty will consist of a 2.0% of Net Smelter Return, subject 
to the repurchase right set forth in the Option Agreement to which this Schedule "B" is attached, 
calculated on a quarterly basis on all Products extracted from, processed and sold that originated from 
Commercial Operations on the Property from the time of grant of the Royalty in accordance with Section 
3.4 of the Option Agreement . 
 
 b. Frequency of Payment of Royalty.  The Royalty shall be due and payable within ten (10) 
business days after the end date of each calendar quarter, following Commercial Operation.    
 
 c. Method of Making Payments.  All payments required hereunder may be mailed or 
delivered to any single depository as the Royalty Holders may instruct.  If Ridgestone Mining Inc. or 
assigns, the party paying the Royalty (the "Payor") makes a payment or payments on account of the 
Royalty in accordance with the provisions of this Schedule "B", it will have no further responsibility for 
distribution of the Royalty.  All charges of the agent, trustee or depository will be borne solely by the 
party receiving payments of Royalty.  The delivery or the deposit in the mail of any payment hereunder 
on or before the due date thereof shall be deemed timely payment hereunder. 
 
3. Records and Reports 
 
 a. Records, Inspection and Audit. Within seventy five (75) days following the end of each 
calendar year, commencing with the year in which the Property is brought into commercial production the 
Payor shall deliver to the Royalty Holders a statement of the Royalty paid for said calendar year (the 
"Statement").   
 
 b. Objections.  All Royalty payments will be considered final and in full satisfaction of all 
obligations of the Payor with respect thereto, unless within ninety (90) days after receipt by the Royalty 
Holders of a Statement in respect of such Royalty payments. The Royalty Holders dispute any calculation 
of Royalty by delivering to the Payor a written notice (the "Objection Notice") describing and setting 
forth a specific objection Upon delivery of an Objection Notice, the Royalty Holders shall have the right 
within a period of ninety (90) days from the date of the Objection Notice, upon reasonable notice to the 
Payor, to inspect the Payor's books and records relating to the Royalty payments made in the applicable 
calendar year and to conduct an independent audit of such books and records at its own cost and expense. 
All books and records used and kept by the Payor to calculate the Royalty due hereunder will be kept in 
accordance with International Financial Reporting Standards. If such audit determines that there has been 
a deficiency or an excess in the Royalty payments made to the Royalty Holders in the applicable calendar 
year, such deficiency or excess will be resolved by adjusting the next payment due hereunder.  The 
Royalty Holders will pay all the costs and expenses of such audit unless a deficiency of five (5%) percent 
or more of the amount due is determined to exist.  The Payor will pay the costs and expenses of such audit 
if a deficiency of five (5%) percent or more of the amount due is determined to exist.   
 
 c. Objections.  If the Royalty Holders do not deliver an Objection Notice during the ninety 
(90) day period after receipt of a Statement, all payments of Royalty for the calendar year will be 
considered final and in full satisfaction of all obligations of the Payor with respect thereto.   
 



 

4. Inurement 
 
The Royalty reserved herein shall run with the land and be binding on all subsequent owners of the 
Property, including any amendments, relocations, patents of the same or additional or alternative rights to 
mine as may be conferred by any changes in the mineral laws Mexico. 
 
5. Assignments 
 
The Royalty Holders may transfer, pledge, mortgage, charge or otherwise encumber all or any part of its 
right, title and interest in and to its Royalty reserved hereunder; provided, however, that the Payor shall be 
under no obligation to make its payments hereunder to such assignee, transferee, pledgee or other third 
party until the Payor's receipt of notice concerning the assignment or transfer. 


	(a) It is a corporation duly established and existing under the laws of Mexico with full capacity to do business in Mexico, including but not limited to the purchase, disposal, exploration, development and exploitation of mining concessions.
	(b) The Concessions comprised in the Property are in good standing and have been duly and validly issued pursuant to all applicable laws and regulations including without limitation the Direccion General de Regulacion Minera (General Direction of Mini...
	(c) It is the sole legal, beneficial and recorded owner of the Concessions and owns and possesses and has good and marketable title to the Concessions free and clear of all liens, charges and encumbrances or other claims whatsoever or limitations of o...
	(d) It holds all governmental permits, licenses, consents and authority that it is required by law to hold in order to hold the interest in the Concessions.
	(e) Other than this Agreement it is not a party to any outstanding agreements or options to acquire, purchase or sell the Property or any portion thereof or any interest therein.
	(f) To the best of its knowledge, there is no adverse claim or challenge against or to the ownership of or title to any part of the Property.
	(g) To its knowledge, there are no actions, or claims, investigations, suits, proceedings or inquiries (judicial or otherwise) pending or threatened against or relating to the Property before or by any governmental or regulatory agency or board, which...
	(h) It has not, and to the best of its knowledge and following due inquiry, nor has any other Person, in relation to the Property received any notice of any breach of any Law or notice of default of any of the terms or provisions of any agreements or ...
	(i) All taxes, mining concession fees (derechos mineros), rates or other levies of every nature and kind heretofore levied against the Property have been fully paid and satisfied.
	(j) There has been no material spill, discharge, leak, emission, ejection, escape, dumping, or any release of any kind, of any toxic or hazardous substance or waste (as defined by any applicable law) from, on, in or under the Property.
	(k) Except as expressly permitted by the terms of the Concessions, no toxic or hazardous substance or waste has been treated, disposed of or is located or stored on the Property as a result of activities of the Optionor or, to its knowledge, its prede...
	(l) It has not received from any governmental or regulatory agency or board, any notice of or communication relating to any actual or alleged Environmental Claims and, to its knowledge, there are no outstanding work orders or actions required to be ta...
	(m) The Concessions are not located in a Protected Natural Area or in a Natural Reserve, as these terms are defined by applicable Laws, or in any area protected by Instituto Nacional de Antropologia e Historia and no archaeological traces or traces of...
	(n) It has provided to the Optionee data, maps, interpretive data, samples and other materials relevant to the Property for evaluation in the possession or control of the Optionor and it will permit Optionee to retain possession of such materials and ...



