7 October 2010
PERILYA LIMITED ANNOUNCES BINDING PRE-BID AGREEEMENT WITH GLOBESTAR MINING
CORPORATION
Perilya Limited (ASX: PEM) (“Perilya”) today announced that it has entered into a binding pre-bid
agreement with GlobeStar Mining Corporation (TSX: GMI) (“GlobeStar”) (the “Pre-Bid
Agreement”) for it to pursue an all-cash offer (“Offer”) to acquire all of the issued and outstanding
shares of GlobeStar by way of a friendly take-over bid. Under the terms of the Pre-Bid Agreement,
Perilya has agreed to offer C$1.65 per share, valuing GlobeStar at approximately C$184 million
(A$186.1 million) on a fully diluted basis.
GlobeStar is a mining and exploration company headquartered in Toronto and listed on the
Toronto Stock Exchange (TSX: GMI). The primary assets are the low cost Cerro de Maimón coppergold-silver project and an extensive portfolio of exploration tenements covering base metals and
nickel in the Dominican Republic and 60 % ownership of the Moblan lithium development project
in Quebec, Canada.
Highlights:


The acquisition gives Perilya immediate access to a low cost operating project producing
copper, gold and silver with a seven year mine life and potential to increase both mine life
and production rate



Perilya will operate two significant producing mines which are both cashflow positive and
profitable



It delivers geographical diversification through the addition of an operating asset outside
Australia



Provides a presence in the Latin America region and a Spanish speaking exploration team
with regional experience



The operating mine and extensive exploration tenements in the Dominican Republic,
which is an underexplored region, include areas alongside Barrick’s Pueblo Viejo deposit
and Xstrata’s Falcondo nickel mine



The Dominican Republic is a stable democracy with good infrastructure in close proximity
to the operations



The transaction is unanimously recommended by GlobeStar’s Board of Directors



Lock-up agreements representing 48.77% of GlobeStar’s fully diluted share capital have
been received from GlobeStar Directors and shareholders in support of the Offer

The Offer represents a premium of 29.9% based on the closing price of C$1.27 per GlobeStar share
on the TSX on 6 October 2010 and a 44% premium to the 30-trading day volume weighted average
on the TSX for the period ending 6 October 2010.
The Board of Directors of GlobeStar has unanimously determined that the Offer is fair, from a
financial point of view, to the holders of GlobeStar common shares and is in the best interests of
GlobeStar and, subject to the entering into of a support agreement, will recommend acceptance
of the Offer by its shareholders. The directors have entered into lock-up agreements for all the

common shares and options of GlobeStar they beneficially own or over which they exercise
control or direction in support of the Offer. In total, lock-up agreements representing 48.77% of
the fully diluted share capital of GlobeStar have been entered into by directors, management and
other shareholders. The lock-up agreements require shareholders to tender into the bid within the
first ten days of the Offer period, subject to a better and higher offer.
The definitive support agreement will be on the same terms as set forth in the Pre-Bid Agreement
and will be executed immediately prior to mailing of Perilya’s Bid Circular, which is expected to
occur by 5th November 2010. Entering into a support agreement is subject, among other things, to
confirmation financing arrangements. The Offer will be financed through a combination of debt
finance and Perilya’s existing cash reserves. Perilya’s major shareholder, Shenzhen Zhongjin
Lingnan Nonfemet Co. Ltd (“Zhongjin Lingnan”) fully supports the transaction.
Under the Pre-Bid Agreement GlobeStar has agreed to pay Perilya a termination fee of C$7.35
million under certain circumstances. GlobeStar has also provided Perilya with certain customary
rights, including a right to match competing offers.
“The acquisition of GlobeStar will enhance Perilya’s base metals portfolio with the addition of
Cerro de Maimón, an open pit copper-gold-silver mine with strong positive cashflow, a mine life of
seven years with potential to extend the mine life. It also offers commodity diversification with
gold and silver by-products from the copper production and exposure to nickel and lithium
through GlobeStar’s exploration tenements. We are also excited about working with the Spanish
speaking team to pursue future growth opportunities in the highly prospective Latin American
region” said Perilya CEO, Paul Arndt.
Perilya’s Chairman, Mr. Zhang Shuijian said that, “the addition by Perilya of another profitable,
cash accretive operation significantly de-risks Perilya’s reliance on its Broken Hill operations and is
in line with the Company’s strategic plan of pursuing growth through both internal and external
opportunities as appropriate.” He added that, “Zhongjin Lingnan, Perilya’s major shareholder, is
fully supportive of the acquisition”.
“Our Board of Directors has unanimously determined that Perilya’s Offer is fair, from a financial
point of view to our shareholders, and is in the best interests of GlobeStar. The Offer provides
GlobeStar shareholders with immediate value at an attractive premium to the current and volume
weighted average share price. Our independent financial adviser has determined the Offer is fair,
from a financial point of view, to our shareholders. We are working with Perilya to finalise the
support agreement and progress the transaction” said GlobeStar CEO, David Brace.
Full details of the Offer will be included in the formal offer and take-over bid circular expected to
be mailed to GlobeStar shareholders shortly after definitive agreements have been entered into
by Perilya and GlobeStar. The Offer will be open for at least 35 days from the commencement of
the Offer. The Offer will be subject to several conditions, including acceptance of the Offer by the
holders of at least two-thirds of the outstanding common shares (calculated on a fully diluted
basis) and the receipt of all necessary regulatory approvals.
Perilya’s financial advisor is Ernst & Young Transaction Advisory Services Limited; its legal advisers
are Allion Legal in Australia, Fraser Milner Casgrain in Canada and Pellerano & Herrara in the
Dominican Republic.
A summary of the material terms of the Pre-Bid Agreement are set out in the Appendix 1.
A copy of GlobeStar’s press release is attached as Appendix 2.
A presentation on GlobeStar is attached to this announcement as Appendix 3.
information on GlobeStar, visit www.globestarmining.com
A complete copy of the Pre-Bid Agreement is attached as Appendix 4.

For more

For further information:
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Enquiries:

Paul Arndt
Managing Director and CEO
+61 8 6330 1000

Paul Marinko
Company Secretary
+61 8 6330 1000

About Perilya
Perilya Limited is an Australian base metals mining and exploration company. Perilya is the
operator of the Broken Hill zinc, lead, silver mine in NSW and the Flinders zinc silicate project in
South Australia.
The Company’s operations at the iconic Broken Hill mine went through a resizing in 2008 which has
resulted in significant improvement in productivity, profitability and cashflows resulting in an
extension to the life of mine of in excess of 10 years.
The Company has an active exploration and development program which includes exploration and
development programs in the Broken Hill region and in the Flinders region in South Australia in the
vicinity of its Beltana zinc silicate project.
The Company is reviewing options for the development of the Mount Oxide Copper and Cobalt
Project in the Mount Isa region in Queensland.
Perilya is owned 52% by Shenzhen Zhongjin Lingnan Nonfemet Co. Ltd, (China’s third largest zinc
producer).
For more details, visit www.perilya.com.au

Caution Regarding Forward Looking Information.
Certain statements included in this announcement, including information regarding Perilya’s plans with respect to its
mineral properties, constitute forward-looking information. Forward-looking information includes, among other things,
statements regarding expected operations. Forward-looking information is based upon a number of estimates and
assumptions made by the Company in light of its experience, current conditions and expectations of future
developments, as well as other factors that the Company believes are appropriate in the circumstances. While these
estimates and assumptions are considered reasonable by the Company, they are inherently subject to business,
economic, competitive, political and social uncertainties and contingencies. Many factors could cause the Company’s
actual results to differ materially from those expressed or implied in any forward-looking information provided by the
Company, or on behalf of, the Company. Such factors include, among other things, risks relating to additional funding
requirements, metal prices, exploration, development and operating risks, competition, production risks, regulatory
restrictions, including environmental regulation and liability and potential title disputes. Investors are cautioned that
forward-looking information is no guarantee of future performance and, accordingly, investors are cautioned not to put
undue reliance on forward-looking information due to the inherent uncertainty therein. Forward-looking information is
made as at the date of this announcement and the Company disclaims any intent or obligation to update publicly such
forward-looking information, whether as a result of new information, future events or results or otherwise.

APPENDIX 1- Key Terms of the Pre-Bid Agreement
A copy of the Pre-Bid Agreement is set out in Appendix 4. A summary of the material terms of the
Pre-Bid Agreement is set out below:


Offer: The offer price will be C$1.65 per share in cash



Making the Offer: The Offer and take-over bid circular must be mailed by 5 November
2010 (which may be extended to 15 November 2010 at Perilya’s option)



Expiry time: Offer will be open for at least 35 days and Perilya may extend the Offer
subject to the Expiry Date



Take Up: Once the conditions to the Offer are satisfied or waived, Perilya will take up
and pay for shares within 3 business days



Support: The Board of Directors of GlobeStar has unanimously determined that the
Offer is fair, from a financial point of view, to the holders of GlobeStar common shares,
and is in the best interests of GlobeStar, and accordingly, will, subject to the entering
into of the support agreement, recommend that the shareholders accept the Offer



Outstanding stock options: The support agreement shall authorize the accelerated
vesting of options issued by GlobeStar



Shareholder rights plan: GlobeStar and its Board of Directors will waive certain sections
of the shareholder rights plan



Non-solicitation: For the period between the signing of the Pre-Bid Agreement and the
release of the Offer and take-over bid circular, subject to the GlobeStar Directors’
fiduciary duties to ensure shareholders receive maximum value



Right to Accept a Superior Proposal: If GlobeStar receives a superior proposal, it must
inform Perilya within 24 hours and Perilya has an opportunity to revise its offer



Termination payment: The Pre-Bid Agreement provides for a termination payment of
C$7.35 million on the part of GlobeStar, in certain circumstances



Material adverse effect: Perilya has a right to withdraw from the bid if there is a
material adverse effect



Support Agreement: The parties agree to enter into a definitive form of support
agreement on substantially the same terms as the binding Pre-Bid Agreement on or
before the day prior to the mailing of the Bid Circular by Perilya.



Offer terms: The Pre-Bid Agreement sets out the key conditions of the Offer, which are
to be reflected in the support agreement and the Bid Circular, principally, these include:
 Receipt of all necessary regulatory approvals (Canada and China)
 Minimum bid acceptance of 66 2/3%
 Each of the lock-up agreements have been fully complied with; and
 Minimum bid conditions must be waived or satisfied and all securities tendered
must be paid for on or before 31 December 2010 (“Expiry Date”)



Additional Conditions: Execution of the support agreement and the issuance of the Bid
Circular by Perilya is conditional upon completion of Perilya’s financing arrangements

Appendix 2

GlobeStar Announces Proposed Cdn.$1.65 per Share Cash Offer by Perilya
Toronto, Ontario, October 6, 2010 -- GlobeStar Mining Corporation (“GlobeStar”) (TSX: GMI)
today announced that it has entered into a binding agreement (the “Letter Agreement”) with
Perilya Limited (“Perilya”), pursuant to which Perilya has agreed, subject to the satisfaction of
certain terms and conditions of the Letter Agreement, to enter into a further definitive support
agreement and make an offer to acquire all of the outstanding common shares of GlobeStar by
way of a take-over bid (the “Offer”) for CDN$1.65 per common share in cash. The Offer
represents a 29.9% premium to the closing market price on the Toronto Stock Exchange (the
“TSX”) of GlobeStar common shares on October 6, 2010 and a premium of 36.5% to the 20-day
volume weighted average price of GlobeStar common shares on the TSX.
GlobeStar’s board of directors, after consulting with its financial and legal advisors, has
unanimously determined that the Offer is fair, from a financial point of view, to the holders of
GlobeStar common shares and is in the best interests of GlobeStar and, subject to the entering
into of a support agreement, will recommend acceptance of the Offer by such holders. GMP
Securities L.P., the financial advisor to GlobeStar’s board of directors, has provided an opinion
that the consideration to be received by the holders of GlobeStar common shares pursuant to the
Offer is fair, from a financial point of view, to the shareholders of GlobeStar.
Commenting, GlobeStar’s Chief Executive Officer, David Brace, said: “We are pleased with
Perilya’s offer to acquire GlobeStar, as it demonstrates our commitment to maximizing
shareholder value while considering the best interests of GlobeStar.”
Perilya is an Australian base metals mining and exploration company listed on the Australian
Securities Exchange. Perilya is the operator of the Broken Hill zinc, lead, silver mine in New
South Wales, Australia, and the Beltana high-grade zinc mine in South Australia. In its half-year
financial results for the six months ending June 30, 2010 and reported on August 27, 2010,
Perilya reported free cash on hand of AUS$119.4 million and revenue from operations of
AUS$127.1 million. Perilya is owned 52% by China’s third largest zinc producer, Shenzhen
Zhongjin Lingnan Nonfemet Co. Ltd, a company listed on the Shenzhen stock exchange with a
market capitalization of approximately US$3 billion.
The obligation of Perilya to enter into the definitive support agreement and make the Offer is
subject to a number of important conditions, including obtaining bank financing, which it is
seeking from a major Chinese bank lender, and the approval of its board of directors for the
entering into of a support agreement. Perilya has advised that the Offer will be financed through
a combination of debt financing and Perilya’s existing cash reserves and that its major
shareholder, Shenzhen Zhongjin Lingnan Nonfemet Co. Ltd, fully supports the transaction.
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The Letter Agreement provides that the support agreement will be substantially in the form of,
and will be on the same terms as, the Letter Agreement. The bank financing is to be confirmed
and the support agreement entered into on or before November 4, 2010, subject to the right of
Perilya to extend the date to November 14, 2010. The obligation of Perilya to take up and pay
for GlobeStar common shares pursuant to the Offer is also subject to the receipt of certain
approvals from the Government of The People’s Republic of China.
The Letter Agreement provides for, among other things, customary provisions relating to the
support of GlobeStar’s board of directors, non-solicitation and right to match covenants in favour
of Perilya and the payment to Perilya of a termination fee of Cdn.$7.35 million if the acquisition
is not completed in certain specified circumstances, including the acceptance by GlobeStar of a
superior proposal.
In connection with the Offer, the directors and officers of GlobeStar and certain shareholders of
GlobeStar have each entered into a lock-up agreement with Perilya pursuant to which they have
agreed to, among other things, tender their GlobeStar common shares to the Offer. In the event
of a superior proposal, the lock-up agreements may be terminated in certain circumstances. The
lock-up agreements represent approximately 48.77% of outstanding GlobeStar common shares
(calculated on a fully-diluted basis).
Formal documentation relating to the take-over bid is expected to be mailed by Perilya one
business day after the entering into of the support agreement. The Offer will be open for
acceptance for a period of not less than 35 days and will be conditional upon, among other
things, valid acceptance of the Offer by GlobeStar shareholders owning not less than 66⅔% of
the outstanding GlobeStar common shares. In addition, the Offer will be subject to certain
customary conditions, relevant regulatory approvals (including from the Government of The
People’s Republic of China) and the absence of any material adverse effect with respect to
GlobeStar. Perilya may waive certain conditions of the Offer in certain circumstances. If the
Offer is successful, Perilya has agreed to take steps available to it under relevant securities and
corporate laws to acquire any remaining outstanding GlobeStar common shares.
GMP Securities L.P. is acting as financial advisor and Osler, Hoskin & Harcourt LLP is acting as
legal counsel to GlobeStar.
About GlobeStar
GlobeStar Mining Corporation is a Canadian-based mining and exploration company producing
copper, gold and silver at its Cerro de Maimón mine in the Dominican Republic. GlobeStar is
also exploring for copper and gold on its extensive mineral concessions in the Dominican
Republic, and holds significant interests in the Moblan lithium project in Quebec, Canada, and
the Cumpié Hill lateritic nickel deposit in the Dominican Republic. GlobeStar maintains a listing
on the Toronto Stock Exchange (symbol: GMI).
Cautionary Statements Concerning Forward-Looking Statements
This news release contains certain forward-looking information and forward-looking statements,
as defined in applicable securities laws (collectively referred to as „„forward-looking
statements‟‟). Forward-looking statements include, but are not limited to, possible events and
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statements with respect to possible events. The words “plans,” “expects,” “is expected,”
“scheduled,” “estimates,” or “believes,” or similar words or variations of such words and
phrases or statements that certain actions, events or results “may,” “could,” “would,” “might,”
or “will be taken,” “occur,” and similar expressions identify forward-looking statements.
Forward-looking statements are necessarily based upon a number of estimates and assumptions
that, while considered reasonable to GlobeStar as of the date of such statements, are inherently
subject to significant risks and uncertainties and may not be appropriate for use other than as
used herein. These estimates and assumptions include, but are not limited to: (a) certain
assumptions relating to approvals, waivers, consents and other requirements necessary or
desirable to permit or facilitate the proposed transaction; (b) the various assumptions set forth
in Perilya‟s take-over bid circular to be prepared and to be filed in accordance with the
applicable securities laws; (c) the ability to satisfy the applicable conditions of the proposed
transaction; (d) the ability of Perilya to obtain bank financing, receive the approval of its board
of directors for the entering into of a support agreement and receive the necessary regulatory
approvals from the Government of The People‟s Republic of China; (e) the ability of the Cerro
de Maimón mine‟s sulphide and oxide plants to operate at their design capacities and having the
facilities to meet water treatment or storage requirements and their impact on production; (f)
certain assumptions relating to the market price for its products and metal grades; (g) there
being no significant disruptions affecting operations at the Cerro de Maimón mine; (h)
production of copper and other metals at the Cerro de Maimón mine being consistent with
GlobeStar‟s current expectations; (i) the continued operation of the Cerro de Maimón mine; and
(j) the ability of GlobeStar to successfully continue its exploration and other activities. Because
of these risks and uncertainties and, as a result of a variety of factors, the actual results,
expectations, achievements or performance may differ materially from those anticipated, implied
or indicated by these forward-looking statements. Although GlobeStar believes that the
expectations reflected in its forward-looking statements are reasonable, we can give no
assurances that the expectations of any forward-looking statements will prove to be correct. All
of the forward-looking statements made in this news release are qualified by these cautionary
statements and those made in the “Risk Factors” section of GlobeStar‟s most recently filed
Annual Information Form and GlobeStar‟s other filings with the securities regulators of Canada.
These factors are not intended to represent a complete list of the factors that could affect
GlobeStar. GlobeStar disclaims any intention, and assumes no obligation, to update or revise
any forward-looking statements to reflect actual results, whether as a result of new information,
future events, changes in assumptions, changes in factors affecting such forward-looking
statements or otherwise, or to explain any material difference between actual events and such
forward-looking statements, except as required pursuant to applicable securities laws.
Contact:
GlobeStar Mining Corporation
David Brace
Chief Executive Officer
Email: dbrace@globestarmining.com
Tel: (416) 640-4915 (direct)
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Dave Massola
Chief Financial Officer
Email: dmassola@globestarmining.com
Tel: (416) 868-6678, extension 4034

APPENDIX 3

GlobeStar Mining Corporation
Corporate Presentation
August 12, 2010

Forward Looking Statements
and Non GAAP Measures
Certain statements in this presentation may constitute "forward
forward‐looking
looking
statements that involve known and unknown risks, uncertainties and other factors
that may cause the actual results, performance or achievements of GlobeStar or
industry results, to be materially different from any future results, performance or
achievements
hi
t expressed
d or implied
i li d by
b such
h forward‐looking
f
d l ki statements.
t t
t These
Th
statements reflect our current beliefs and are based on information currently
available to us and on the assumptions GlobeStar believes are reasonable. Actual
results and developments may differ materially from results and developments
discussed in the forward‐looking statements.
There are references in this presentation to EBITDA, net debt and cash costs per
payable pound of copper sold which are non‐GAAP measures. See Management’s
Discussion and Analysis for the second quarter of 2010 for a discussion of non‐
GAAP measures.
All values in US$
$ unless otherwise noted.
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Corporate Strategy
y
 To create value for our shareholders by:
 Maximizing

cash flow from the Cerro de
Maimón Mine
 Growing our reserves and developing new
projects through exploration and development
 Acquiring copper and/or gold production
opportunities in the Americas
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Share Price vs. “Target Price”
3.00
2.50
2.15
$C
CAN

2.00
1.30
1.00

‐
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1.50

1.70 1.75

1.90

Share Price
Target
g Price

Share Price
How do we get to the Target Price?
 Make money
 Explore
 Acquire
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Second Quarter 2010









Profitable quarter with low cost operations
Revenues;
$24.1 million
EBITDA*;
$11.7 million
Net Earnings; $5.4 million
Cash flow from operations;
p
; $
$3.0 million
Cash & restricted cash;
$18.6 million (30Jun10)
Net debt*
debt reduced to;
$14.2 million (30Jun10)
Cash costs*; $0.23 / payable lb. copper sold
(after byproduct credits)

* non‐GAAP measures as per Slide 2
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Second Quarter 2010


Production






Copper
Gold
Silver

Exploration


Moblan Lithium drilling program completed
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5.3 million lbs.
4,800 oz.
195,000 oz.

Drilled 13,378 meters in 99 holes

Started deep hole drilling under the Maimón open pit (2
rigs operating)

EBITDA*
EBITDA*
18.0

15.7

16.0
$USS millions

14.0

11.7

12.0
10.0
8.0
6.0

10.3

9.7
5.9

4.0
20
2.0
‐
Q2 2009

* non-GAAP measures as per slide 2
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Q3 2009

Q4 2009

Q1 2010

Q2 2010

Cash Flow
Cash Flow from Operating Activities
10.0
8.0

$USS millions

8.0

7.1

7.5

6.0
4.6
40
4.0

3.0*

2.0
‐
Q2 2009

* After tax payment of $3.8 million
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Q3 2009

Q4 2009

Q1 2010

Q2 2010

Cash Costs

¢U
US / Payable lb. of Co
opper Sold

Cash Costs*
150
109
100

90
73

50
23
0
Q2 2009

10

67

Q3 2009

* cash costs per payable lb. of copper sold after byproduct
credits is a non-GAAP measures as per slide 2

Q4 2009

Q1 2010

Q2 2010

Cash and Debt
Cash Balances*

Net Debt**
$40

25

15
10
5
0

* Includes cash, restricted cash and cash equivalents
11 ** non-GAAP measure as per Slide 2

$30
$U
US millions

$U
US millionss

20

$20
$10
$0

Income Statement
Statements of Income (in U.S. $millions)
(unaudited)

Gross revenues
Refining, treatment and other charges
N revenues
Net
Operating expenses
Amortization & depletion of mineral properties
Operating
p
g earnings
g
Corporate, general & administrative expenses
Interest
Derivative gains (losses) – realized & unrealized
O h expenses
Other
Income tax expenses
Net income

Three Months
Ended
June 30,
2010
24.1
(2.1)
22 0
22.0
(8.7)
(3.1)
10.2
(1.6)
(0.3)
0.5
(0 1)
(0.1)
(3.3)
5.4

Quarterly net income per share = 5 cents
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Six Months
Ended
June 30,
2010
44.7
(3.9)
40 8
40.8
(15.6)
(5.7)
19.5
(3.3)
(0.6)
(1.2)
(0 2)
(0.2)
(4.7)
9.5

Cash Flow
Statements of Cash Flows (in U.S. $millions)
(unaudited)

Cash flows from operating activities
p y
of long‐term
g
debt (p
(principal)
p )
Repayment
Exploration expenditures
Cerro de Maimón Mine capital expenditures
Other cash flow items
Increase (decrease) in cash

Three Months
Ended
June 30, 2010

Six Months
Ended
June 30, 2010

3.0
((2.3))
(0.7)
(0.9)
(1.0)
(1.9)

10.5
((4.5))
(1.3)
(2.1)
(0.9)
1.7

Quarterly cash flows per share from operating activities = 3 cents
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Balance Sheet
Balance Sheets (in U.S. $millions)
(unaudited)

Assets
Cash, including restricted cash and cash equivalents
Marketable securities
Accounts receivable
Product inventory (at cost)
Mineral properties
All other assets
Total Assets
Liabilities & Equity
Accounts payable and accrued liabilities
Long‐term debt
All other liabilities
Equity
Total Liabilities & Equity
Debt less cash = $14.2 million @ 30Jun10
($21.2 million @31Dec09)
** non-GAAP measure as per slide 2
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As at
June 30,
2010

As at
December 31,
2009

18.6
0.3
10.4
2.4
94.1
6.9
132 7
132.7

16.3
‐
8.1
1.4
96.9
7.1
129 8
129.8

6.5
32.9
11.6
81.7
132.7

7.2
37.5
13.3
71.8
129.8

2010 Outlook


Copper production

21 million lbs.



Gold production

17,000 oz.



Silver production

500,000 oz.



Cash costs; $0.80 / payable lb.
copper *

* After byproduct credits; gold @ $1.100/oz. & silver @ $17/oz
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2010 Expenditures
Exploration



Dominican Republic $3.5 million
Canada
$3.2 million

Capital Expenditures
Cerro de Maimón Mine
 tailings pond
$4.2 million
 critical spares
$1 4 million
$1.4
 plant & equipment $1.0 million
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Hedging at July 1, 2010


Copper









2010 (Jul‐Dec)
2011
call options

10,200 oz. @ $650/oz.
5,100 oz. @ $650/oz.
15 300 oz @ $800/oz
15,300
$800/oz.

Silver
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/
1.1 million lbs. @ $
$2.25/lb.
1.1 million lbs. @ $2.04/lb.
2.2 million lbs. @ $4.10/lb.

Gold




2010 ((Jul‐Dec))
2011
call options

2010 (Jul‐Dec)
2011
call options

240,000 oz. @ $11.50/oz.
480,000 oz. @ $11.50/oz.
720,000 oz @ $17.25/oz.

Dominican Republic

Mine Site

Haina & Caucedo
Deep water port facilities
70 km, via 4 lane highway
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Cerro de Maimón
DR’s 1st Copper Mine

Cerro de Maimón: Highlights

Sulphide Ore Reserves
Proven & probable

4.4 million tonnes
2.53% Copper
0.96 gm/t Gold
34.2 gm/t Silver
Measured & Ind.
Ind Resources; 6.2
6 2 million tonnes @ 22.0%
0% Cu
Cu, Au 00.99 gm/t
gm/t, Ag 30
30.88 gm/t

Oxide Ore Reserves
Proven & probable

Mine Life
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1.1 million tonnes
1.47 gm/t Gold
25 4 gm/t Silver
25.4
8-9 years with current reserves

Orebody at Maimón (31Mar10)
Orebody

Picture is looking to the north‐west
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Cu‐Au Orebody

Oxide Orebody
~1
1.8
8 gm/t Au & 33 gm/t
Ag

High Grade Sulphides
~12% Copper
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Plant Facilities

Oxide Plant

Sulphide Plant

22

Plant & Water Facilities
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P0wer Plant

6.8 Megawatts
Provides
o des all
a power
po e requirements
equ e e ts
24

Copper Production
Copper Production
7
Millions of Pounds

6

5.9

6.2
5.6

5.2

5.3

Q1 2010

Q2 2010

5
4
3
2
1
0
Q2 2009
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Q3 2009

Q4 2009

Gold Production
Gold Production
6000
4800

Gold ounces

5000

4300
3700

4000
3100
3000

2460

2000
1000
0
Q2 2009
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Q3 2009

Q4 2009

Q1 2010

Q2 2010

Silver Production
Silver Production

Silver o
ounces (00
00)

250
195

200
149

150

137

128

Q4 2009

Q1 2010

107
100
50
0
Q2 2009
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Q3 2009

Q2 2010

Sulphide Plant




Standard copper flotation
circuit
Design throughput of
1300 mtpd
d
Copper concentrate
shipped
hi
d tto smelters
lt in
i
China
 21% to 25% copper,
copper 4 gm/t

gold, 350 gm/t silver
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Sulphide Production
Three Months
Ended
June 30,
2010

Three Months
Ended
March 31,
2010

107,000

106,500

2.7%

2.6%

Gold grade g/t,

1.5

1.1

g/
Silver ggrade g/t

70

43

84%, 45%, 63%

86%, 53%, 51%

Copper concentrate produced (tonnes)

10,400

9,800

Copper in concentrate (million pounds)

53
5.3

52
5.2

Gold in concentrate (ounces)

2,300

1,900

Silver in concentrate (ounces)

152,000

75,000

Sulphide
Plantt ‐ Operating
S l hid Pl
O
ti Statistics
St ti ti
Sulphide ore processed (tonnes)
Copper grade

Copper, gold & silver recoveries
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Oxide Plant
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Cyanide leaching
followed by Merrill
Crowe
Gold‐silver
ld l
precipitates
shipped to a refinery in
the US
Design throughput of
700 mtpd

Oxide Production
Three Months
Ended
June 30,
2010

Three Months
Ended
March
h 31,
2010

63,600

62,500

G ld grade
Gold
d g/t
/t

16
1.6

14
1.4

Silver grade g/t

39

42

Gold & silver recoveries

76%, 54%

87%, 62%

Gold produced (ounces)

2,500

2,400

Silver produced (ounces)

42,800

53,000

Oxide Plant ‐ Operating Statistics
Oxide ore processed (tonnes)
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Sulphide Plant Expansion
 Oxide ore is depleted in ~ 4 years
 Oxide grinding plant will be converted to additional
sulphide grinding
 Sulphide capacity increases to 2,000 mtpd
 Expansion cost will be minimal
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Environment
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GlobeStar is committed to
maintaining
i t i i the
th highest
hi h t
environmental standards
Water,, air and noise at Cerro de
Maimón are actively monitored
by external laboratories and
mine management
we replant affected areas at
Cerro de Maimón Mine with
native plant species grown at
the mine’s nursery

Community

34



85% of our employees are
from local communities



We work as a joint partner
with local communities to
i
improve
infrastructure
i f t t
&
assist with educational
programs

Mineral Concessions in the DR

 Large Land
Position
 328 km2
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Deeper Drilling at Maimón
3D view of Maimón orebody
looking northeast

Current limit to reserves & resources
is about 150m from surface
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Deeper drilling target area

Deeper Drilling at Maimón
Section 250E
looking northwest

Current limit to reserves & resources
is about 150m from surface

Deeper drilling target area
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Exploration near Maimón
Trenching is ongoing
Drill Targets for 2010
Massive sulphide lenses with gold
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Barbuito Alteration Map

200 m
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Exploration at Barbuito

40

Trenching at Barbuito




41

Trench Tr‐LM2010‐01 in
June 2010 with Pueblo
Viejo in the background
Trench assays
23 meters @ 1.17 g/t Au
including 6.5
6 5 meters @
3.22 g/t Au

Exploration at Bayaguana
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Exploration at Cerro Kiosko
in the Bayaguana District

NI‐43‐101 Inferred Resource
4.9 million tonnes @ 0.98% Cu,
2 gm/t Au & 5.1 g/t Ag
at 0.35 g/t Au cutoff
 over 300,000
,
oz. of Au
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Cerro Kiosko (Looking Northwest)
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Cerro Kiosko Trenching
Vein
Eric Vein
Eric Vein
Eric Vein
Eric Vein
Main Vein
Main Vein
Main Vein
M i V
Main
Vein
i
Main Vein
Eric Vein
Eric Vein
Eric Vein
Eric Vein
Intermediate Vein 2
Main Vein
Main Vein
Main Vein
Intermediate Vein 1
Main Vein
Intermediate Vein 1
Eric Vein
Eric Vein
East Vein
East Vein
N
th
tV
i
New SSouthwest
Vein
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Trench
Tk‐01
Tk‐02
Tk‐02
Tk‐04
Tk‐05
Tk‐06
Tk‐07
TK 08
TK‐08
TK‐09
TK‐10
TK‐11
TK‐14
TK‐14
TK‐22
TK‐23
TK‐24
TK‐26
TK‐28
TK‐29
TK
29
TK‐30
TK‐31
TK‐32
TK‐34
TK‐34
TK
41
TK‐41

Length
m
8.0
1.0
10
1.7
16.0
10.0
9.0
1.4
24
2.4
6.0
6.6
3.4
17.5
1.0
13.0
2.8
12.8
2.5
3.1
14
1.4
12.5
4.4
5.0
1.2
1.0
1
0
1.0

Au
ppm
1.038
0.582
0 582
0.517
0.633
1.8
1.2
0.609
0 803
0.803
0.936
1.308
0.555
0.557
0.51
0.8
0.7
0.676
0.693
1.133
0 81
0.81
1.3
0.831
0.9
0.508
0.76
3
52
3.52

Cu
ppm
240
262
49
196
3172
373
459
966
801
278
877
1119
3168
843
138
296
623
2012
834
405
794
928
258
563
54

Nickel Resources
NI 43‐101 Inferred Resource
6.2 million tonnes of 1.5% Ni @ 1% Ni cut‐off
Cerro de
d Maimón
i ó Mine
i
~ 4 km

M i ó Town
Maimón
T

2 km
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Cumpié Hill Project

Falcondo
Nickel Plant ~ 8 km

Moblan Lithium Location

MOBLAN PROPERTY
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Moblan Lithium Project





Completed 2010
Diamond Drill Program
13,379 metres
99 holes
Objective
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Expand the resource to
10 to 20 million tonnes

Moblan Lithium Deposit
2010 Diamond Drill Program Completed
‐ 13,379
13 379 metres,
metres 99 holes
‐ assaying underway
‐ objective is to increase
resources to 10‐20 million tonnes

NI 43 101 IInferred
NI‐43‐101
f
d Resource
R
 5.3 million tonnes @ 1.5% Li2O & 0.43% cutoff
 includes 2.1 million tonnes @ 1.9% Li2O
 to a depth of 50 metres
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Moblan Lithium Deposit

Section 50
06800
S

2010 Diamond Drill Program
‐ location of drill holes

50

100 metres

Moblan Lithium Deposit

Phase 1 @ 50 m spacing

Phase 2 @ 25 m spacing

Section 506800
L
ki
Looking
westt
51

Moblan Lithium’s Advantages
 One of the highest grade undeveloped lithium deposits
 Open pit, low strip ratio (~1:1)
 Good metallurgy (based upon limited test work);



86% recovery of spodumene
7.2% Li2O concentrate / 91% spodumene

 2 km from a highway
 40 km from an electrical substation
 Located on land designated for development in the James Bay
Land Claims Agreement
 100 km from an established mining town (Chibougamau)
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The Way Forward
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Additional drilling & metallurgical work
Marketing affiliation(s)
g
environmental permitting
p
g
First Nations Agreement,
Feasibility in 2011
Construction
Operations in 2013

Search for Acquisitions
Copper and/or gold
 In the Americas
 US$50 to $150 million “value range”




Higher grade deposits




Massive sulphide
Epithermal gold
Skarns

Open pit, underground
 Mill, heap leach


54

Conclusion
 GlobeStar
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low cost producer of copper‐gold‐silver
lithium & nickel resources
actively exploring 100% owned mineral concessions
looking for new copper and/or gold opportunities within
the Americas
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Appendix 4
October 6, 2010
GlobeStar Mining Corporation
Suite 900, 18 King Street E.
Toronto, ON M5C 1C4
Attention:

Chief Executive Officer

Dear Sirs:
This letter agreement (this “Agreement”) sets out our agreement with respect to the proposed
offer (the “Offer”) by Perilya Limited (the “Offeror”) to acquire all outstanding common shares
(“Common Shares”) in the capital of GlobeStar Mining Corporation (the “Company”) including,
without limitation, the Common Shares issuable upon exchange or exercise of any outstanding
convertible securities of the Company (the “Convertible Securities”) as contemplated by Section
6. Certain of the defined terms used herein shall have the meanings ascribed thereto in
Appendix 1 to this Agreement. In consideration of the mutual covenants and agreements of
Offeror and the Company (collectively the “parties” and each a “party”) set forth herein and for
other good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, the parties hereby covenant and agree as follows:
1.

Support Agreement: The parties agree to negotiate in good faith and use their best
efforts to enter into a definitive form of support agreement providing for the Offer (the
“Support Agreement”) on or before November 4, 2010, except that Offeror may extend
the period for entering into the Support Agreement in its sole discretion until November
14, 2010 provided that Offeror is not in material breach of any of the provisions of this
Agreement (with the date of execution of the Support Agreement being, the “Support
Agreement Date”).
The initial draft of the Support Agreement, which shall be substantially in the form of
this Agreement, shall be prepared by counsel to Offeror.
The Support Agreement shall be on the same terms as set forth in this Agreement with
the exception of Section 14, which shall not be included.
(a)
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Offer and Making the Offer: Subject to the terms and conditions of the Support
Agreement, Offeror agrees to use commercially reasonable best efforts to make
the Offer either by way of advertisement (the “Advertisement”) in a national
newspaper or by way of mailing the offer to purchase and accompanying takeover bid circular (the “Offering Circular”) and the related letter(s) of transmittal
and notice of guaranteed delivery (together with the Offering Circular, the
“Offer Documents”) as soon as reasonably practicable after entry into the
Support Agreement and, in any event, no later than the day that is one business
day after the entering into of the Support Agreement (the “Offer Deadline”),
with mailing of the Offer Documents to take place to registered Shareholders
(as hereinafter defined) and holders of Options (as hereinafter defined), at a
price per Common Share of $1.65 in cash (the “Offer Price”), subject to and in
accordance in all material respects with the Securities Act (Ontario) and the
regulations thereunder and all other applicable Canadian securities laws
(collectively, the “Applicable Securities Laws”).
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(b)

Advertisement: In the event that the Offer is commenced by way of the
Advertisement, Offeror agrees that it shall mail the Offer to the registered
holders of Common Shares and holders of Options as soon as reasonably
practicable thereafter, and in any event by the Offer Deadline.

(c)

Expiry Time: The Offer shall be made in accordance with Applicable Securities
Laws and shall expire at the Initial Expiry Time (as hereinafter defined), subject
to the right of Offeror, in accordance with Section 1(e), to extend from time to
time the period during which Common Shares may be deposited under the
Offer (the “Expiry Date”) if the conditions set forth in Schedule “D” are not
satisfied or waived as contemplated in Section 1(e) on or before the date and
time at which the Offer would otherwise expire. Notwithstanding the
foregoing, Offeror shall extend the Expiry Date at the request of the Company to
a date determined by the Company acting reasonably if Offeror fails to obtain
the regulatory approvals set forth in paragraphs (i), (ii) and (iii) of Section (b) of
Schedule “D” to this Agreement or the Support Agreement, as applicable, by the
Expiry Date.

(d)

Take Up: In the event that the conditions to the Offer as set out in Schedule “D”
to this Agreement or the Support Agreement, as applicable, have been satisfied
or waived by Offeror as contemplated in Section 1(e) at or prior to the Expiry
Time, Offeror shall take up and pay for the Common Shares validly tendered
(and not withdrawn) under the Offer as soon as reasonably possible, and in any
event not later than three business days after Offeror becomes obligated by the
terms of the Offer to take up the Common Shares deposited under the Offer.

(e)

Modifications of the Offer: Offeror may, in its sole discretion, modify or waive
any term or condition of the Offer, provided that Offeror will not, without the
prior written consent of the Company: (i) modify or waive the Minimum Tender
Condition (as hereinafter defined) to permit it to acquire less than that number
of Common Shares such that if taken up, Offeror would hold 50.1% of the
Common Shares outstanding ((A) including those Common Shares already held
by or on behalf of Offeror or an affiliate or associate of Offeror and (B)
calculated on a fully-diluted basis but excluding the Common Shares issuable,
but not yet issued, on exercise of Options held by the Locked-Up Shareholders);
(ii) decrease the Offer Price; (iii) change the form of the Offer Price (other than
to increase the total consideration per Common Share and/or add additional
consideration or consideration alternatives); (iv) impose additional conditions to
the Offer; (v) decrease the number of Common Shares in respect of which the
Offer is being made; or (vi) otherwise modify the Offer (or any terms or
conditions thereof) in a manner that is adverse to the Company or the holders
of the Common Shares. If Offeror modifies or waives the Minimum Tender
Condition on a date that is less than 10 days prior to the Expiry Date, it shall
extend the Offer for at least such period of time as is necessary to ensure that
the Offer remains open for 10 days from the date or such modification or
waiver.
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(f)
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Offering Circular and Preparation of Filings:
(i)

Offeror shall prepare the Offer Documents with respect to the Offer in
English and, if necessary, French, in compliance with the Applicable
Securities Laws. Prior to printing the Offer Documents, Offeror shall
provide the Company and its counsel with an opportunity to review and
comment on the Offer Documents, the Company recognizing that
whether or not such comments shall be reflected in the Offer
Documents will be determined by Offeror in its sole discretion, acting
reasonably. Offeror shall provide the Company with a final copy of the
Offer Documents to be mailed to registered Shareholders and holders of
Options and deferred share units (in Canada and in such other
jurisdictions as permitted or required by applicable Laws (as hereinafter
defined)) prior to the mailing to registered Shareholders.

(ii)

Subject to the terms and conditions of this Agreement and the Support
Agreement, Offeror and the Company shall co-operate and use their
commercially reasonable best efforts in good faith to take, or cause to
be taken, all reasonable actions, including the preparation of any
applications for orders, registrations, consents, filings (including,
without limitation, any SEDAR filings), circulars and approvals and the
preparation of any required documents, in each case as reasonably
necessary to discharge their respective obligations under this
Agreement and the Support Agreement and the Offer, and to complete
any of the transactions contemplated by this Agreement and the
Support Agreement, including, without limitation, their obligations
under Applicable Securities Laws.

(iii)

Each of the Company and Offeror shall promptly notify the other if at
any time before the Expiry Time it becomes aware that the Offering
Circular, the directors’ circular relating to the Offer (the “Directors’
Circular”), an application for an order, any registration, consent, circular
or approval, registration statement or any other filing under
corporations or Applicable Securities Laws or any other applicable Laws
contains an untrue statement of a material fact or omits to state a
material fact required to be stated therein or necessary to make the
statements contained therein not misleading in the light of the
circumstances in which they are made, or that otherwise requires an
amendment or supplement to the Offering Circular, the Directors’
Circular, such application, registration, consent, circular, approval,
registration statement or filing, and the parties shall cooperate in the
preparation of any amendment or supplement to the Offering Circular,
the Directors’ Circular, application, registration, consent, circular,
approval, registration statement or filing, as required.

(iv)

Without limiting the generality of the foregoing, the Company shall
provide Offeror with any information pertaining to the Company, the
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Company Subsidiaries (as hereinafter defined) and any of their
predecessors that is necessary for the completion of the Offering
Circular by Offeror, and shall provide Offeror with such other assistance
in the preparation of the Offering Circular as may be reasonably
requested by Offeror. The Company shall ensure that no such
information will contain any untrue statement of a material fact or omit
to state a material fact required to be stated in the Offering Circular in
order to make any information so provided or any information
concerning the Company and the Company Subsidiaries not misleading
in light of the circumstances in which it is disclosed.

2.

(v)

The Company shall prepare and make available for distribution
contemporaneously and together with the Offering Circular, and in any
event not later than three business days after the mailing of the
Offering Circular, in English and, if necessary, French and in compliance
with Applicable Securities Laws, sufficient copies of a Directors’ Circular.
Provided the Board of Directors (as hereinafter defined) has not
changed or withdrawn its recommendation set out in Section 4, the
Directors’ Circular shall reflect the determinations and recommendation
set forth in Section 4, and the Company shall take all reasonable action
to support the Offer on the terms of the Support Agreement. Prior to
printing the Directors’ Circular, the Company shall provide Offeror and
its counsel with an opportunity to review and comment on it, Offeror
recognizing that whether or not such comments shall be reflected in the
Directors’ Circular will be determined by the Company, in its sole
discretion, acting reasonably.

(vi)

The Company has provided or will, at the time of the execution of the
Support Agreement, provide Offeror with a list (in both written and
electronic form) of the registered Shareholders, together with their
addresses and respective holdings of Common Shares. The Company
shall concurrently provide Offeror with a list of the names, addresses
and holdings of all persons having rights issued by the Company to
acquire Common Shares (including holders of Options (as hereinafter
defined)). The Company shall from time to time request that its registrar
and transfer agent promptly furnish Offeror with such additional
information, including updated or additional lists of Shareholders, a list
of participants in book-based nominee registered Shareholders such as
CDS & Co. and CEDE & Co., mailing labels and lists of securities positions
and other assistance as Offeror may reasonably request in order to be
able to communicate the Offer to the Shareholders and to such other
persons as are entitled to receive the Offer under applicable Laws.

Subsequent Acquisition Transaction: If, within four months after the date of the Offer,
the Offer has been accepted by holders of not less than 90% of the outstanding
Common Shares (on a fully diluted basis), other than Common Shares held at the date of
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the Offer by or on behalf of Offeror or an affiliate or associate of Offeror, Offeror shall,
to the extent possible, acquire the remainder of the Common Shares from those
Shareholders who have not accepted the Offer pursuant to Section 206 of the Canada
Business Corporations Act and otherwise in accordance with applicable Laws (a
“Compulsory Acquisition”). If such statutory right of acquisition is not available, Offeror
shall pursue other lawful means of acquiring the remaining Common Shares not
tendered to the Offer. Upon Offeror taking up and paying for that number of Common
Shares such that if taken-up, Offeror would hold 66⅔% of the Common Shares
outstanding or 50.1% in the event that Offeror amends the Minimum Tender Condition
pursuant to Section 1(e) ((a) including those Common Shares already held by or on
behalf of Offeror or an affiliate or associate of Offeror and (b) calculated on a fullydiluted basis but excluding the Common Shares issuable, but not yet issued, on exercise
of Options held by the Locked-Up Shareholders (as hereinafter defined)), the Company
will assist Offeror in connection with any Compulsory Acquisition, proposed
amalgamation, statutory arrangement, capital reorganization or other transaction of the
Company and Offeror or an affiliate of Offeror to acquire the remaining Common Shares
(a “Subsequent Acquisition Transaction”) provided that the consideration per Common
Share offered in connection with the Subsequent Acquisition Transaction is at least
equivalent in value to the consideration per Common Share offered by Offeror under
the Offer.
3.

Transaction Structuring and Alternative Transaction: In the event that Offeror concludes
that it is necessary or desirable to proceed with another form of transaction (such as a
plan of arrangement or amalgamation) in which Offeror or an Offeror Subsidiary would
acquire all of the Common Shares, such an alternative transaction shall not (i) result in a
material delay or time to completion longer than the Initial Expiry Time, (ii) prejudice
the Shareholders, (iii) provide Shareholders with consideration that is less than the Offer
Price receivable under this Agreement and the Support Agreement, including
consideration of the tax effects thereof, and (iv) be on terms and conditions more
onerous in any material respect than the Offer, this Agreement and the Support
Agreement (an “Alternative Transaction”). The Company agrees to use commercially
reasonable best efforts to assist Offeror to successfully implement and complete any
Alternative Transaction in the same manner as the Offer and shall otherwise fulfill its
covenants contained in this Agreement in respect of such Alternative Transaction. In
the event that the transaction structure is so modified, the relevant provisions of this
Agreement and the Support Agreement shall be modified as necessary in order that
they shall apply with full force and effect, mutatis mutandis, but with the adjustments
necessary to reflect the revised transaction structure, and the parties hereto shall
execute and deliver an agreement in writing giving effect to and evidencing such
amendments as may be reasonably required as a result of such modifications and
adjustments.

4.

Support: The Company represents and warrants to and in favour of Offeror, and
acknowledges that Offeror is relying upon such representations and warranties in
entering into this Agreement, that, as of the date hereof:
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(a)

the board of directors of the Company (the “Board of Directors”) has received
an opinion from its financial advisor, GMP Securities L.P., to the effect that, as of
the date of such opinion, the Offer Price to be received by Shareholders
pursuant to the Offer (other than Offeror and its affiliates) is fair, from a
financial point of view, to the Shareholders;

(b)

the Board of Directors, upon consultation with its financial and legal advisors,
has unanimously determined that the Offer is fair, from a financial point of view
to the holders of Common Shares (the “Shareholders”), and is in the best
interests of the Company, and accordingly, has unanimously approved the
entering into of this Agreement and, subject to the entering into of the Support
Agreement, the making of a recommendation that Shareholders (other than
Offeror and its affiliates) accept the Offer; and

(c)

each member of the Board of Directors has agreed to support the Offer and has
agreed that the press release to be issued by Offeror announcing the Offer may
so state and that references to such support may be made in the Offering
Circular and other documents relating to the Offer.

5.

Lock-up Agreements: Offeror hereby confirms that it has received a lock-up agreement
(“Lock-up Agreement”) from each of the locked-up shareholders consisting of 15
Shareholders holding an aggregate of 53,798,105 Common Shares (the “Locked-Up
Shareholders”). In connection with the execution and delivery of this Agreement,
Offeror shall provide the Company with a copy of each Lock-Up Agreement entered into
with a Locked-Up Shareholder and Offeror acknowledges that the Company shall file
such Lock-Up Agreements on SEDAR.

6.

Outstanding Stock Options:
(a)

The Board of Directors shall take all steps as may be necessary or desirable to
allow all persons holding options to acquire Common Shares (“Options”)
pursuant to the form of stock option plan of the Company effective from
November 29, 2002, who may do so under applicable Laws, to exercise their
Options on an accelerated vesting basis solely for the purpose of tendering
under the Offer all Common Shares issued in connection with such exercise,
conditional upon Offeror agreeing to take up and pay for such Common Shares.

(b)

(i) Holders of Options will be permitted to tender Common Shares issuable upon
the exercise thereof, conditional upon Offeror taking up and paying for the
Common Shares under the Offer, which Options shall be deemed to have been
exercised concurrent with the first scheduled expiry time in respect of which
Offeror takes up Common Shares and (ii) all Common Shares that are to be
issued pursuant to any such conditional exercise shall be accepted as validly
tendered under the Offer, provided that the holders of such Options have
validly exercised their Options, including the payment in full of the applicable
exercise price in respect thereof, indicate that the Common Shares are tendered
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pursuant to the Offer and otherwise validly accept the Offer in accordance with
its terms with respect to such Common Shares.
(c)

Notwithstanding Section 12 or anything to the contrary set forth in this
Agreement, the Company shall be permitted to take all action necessary in
connection with the financing of the exercise of the in-the-money Options by
directors, officers and employees of the Company, including, without limitation,
the incurrence of any indebtedness or the use of any cash on hand; provided
that if the Company, after using its best efforts, is unable to make necessary
arrangements for such financing, Offeror shall provide any such assistance as
requested by the Company, including, without limitation, the making of a loan
to the Company in an amount equal to 50% of the aggregate exercise price of
the in-the-money Options of the directors, officers and employees of the
Company.

(d)

All unexercised options will be cancelled at the Expiry Time.

(e)

The deferred share units will be treated in accordance with the terms and
conditions set forth in the deferred share unit plan for non-employee directors
of the Company.

7.

Access to Information: Upon reasonable notice, the Company agrees to provide Offeror
and its representatives with reasonable access (without disruption to the conduct of the
Company’s business) during normal business hours to all books, records, information,
corporate charts, tax documents and files in its possession and control and access to the
personnel of the Company and the Company Subsidiaries on an as reasonably requested
basis as well as reasonable access to the Property in order to allow Offeror to conduct
such investigations as Offeror may consider necessary or advisable for strategic planning
and integration, for the structuring of any pre-acquisition reorganization and for any
other reasons reasonably relating to the Contemplated Transactions. Nothing in the
foregoing shall require the Company to disclose information that it is prohibited from
disclosing pursuant to a written confidentiality agreement or confidentiality provision of
an agreement with a third party or to provide Offeror with access to any property where
the Company is contractually or legally prohibited from doing so. Any such investigation
by Offeror and its representatives shall not mitigate, diminish or affect the
representations and warranties of the Company contained in this Agreement or any
document or certificate given pursuant hereto.

8.

Shareholder Rights Plan:
(a)

The Company and the Board of Directors shall take all further action necessary:
(i)
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take such actions as are necessary to waive Section 3.1 of the
shareholder rights plan between the Company and CIBC Mellon Trust
Company made as of May 3, 2007 as amended and restated as of May
20, 2010 (the “Shareholder Rights Plan”) in connection with the Offer
or any of the Contemplated Transactions (as hereinafter defined);
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(b)

(ii)

otherwise to give effect to the waiver, if required, of the application of
the Shareholder Rights Plan to the Contemplated Transactions and to
ensure that the Shareholder Rights Plan does not interfere with or
impede the success of any of the Contemplated Transactions; and

(iii)

in order to ensure that upon the take up of Common Shares pursuant to
the Offer, ensure that all rights under the Shareholder Rights Plan (“SRP
Rights”) cease to be exercisable and are immediately redeemed at the
"Redemption Price" as provided under the Shareholder Rights Plan
without further formality and ensure that upon such redemption all SRP
Rights become null and void.

Subject to the terms of the Shareholder Rights Plan, the Company covenants
that (i) it will not waive the application of the Shareholder Rights Plan to any
Acquisition Proposal (as hereinafter defined) unless it is a Superior Proposal (as
hereinafter defined) and the Right to Match Period (as hereinafter defined) has
expired and (ii) it will not amend the Shareholder Rights Plan nor authorize,
approve or adopt any other shareholder rights plan or enter into any agreement
providing therefor. Notwithstanding the foregoing, the Company shall be
entitled to defer the “Separation Time” (as defined in the Shareholder Rights
Plan) in connection with an Acquisition Proposal.

9.

Acquisition Proposals: Each of the Company and Offeror covenants and agrees to be
bound by the provisions set forth in Schedule “A” to this Agreement.

10.

Representations and Warranties of the Company: The Company hereby makes to
Offeror the representations and warranties as set out in Schedule “B” to this
Agreement, and acknowledges that Offeror is relying upon such representations and
warranties in connection with the matters contemplated by this Agreement.

11.

Representations and Warranties of Offeror: Offeror hereby makes to the Company the
representations and warranties as set out in Schedule “C” to this Agreement and
acknowledges that the Company is relying upon such representations and warranties in
connection with the matters contemplated by this Agreement.

12.

Covenants of the Company: The Company hereby covenants and agrees with Offeror as
follows:
(a)

use its commercially reasonable best efforts to satisfy all of the conditions
precedent to the entry into of the Support Agreement and completion of the
Contemplated Transactions;

(b)

use its commercially reasonable best efforts to apply for and obtain, and to
cooperate in the application for and obtaining of, all necessary consents, orders
and approvals required in relation to entering into of the Support Agreement
and completion of the Contemplated Transactions;
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(c)

use its commercially reasonably best efforts to obtain all necessary corporate
approvals for the entering into of the Support Agreement, the Offer and the
Contemplated Transactions, including, without limitation, approval of the Board
of Directors;

(d)

unless Offeror shall otherwise agree in writing or as otherwise expressly
contemplated or permitted by this Agreement, the Company will, and will cause
each of the subsidiaries of the Company (the “Company Subsidiaries”)
identified in the Disclosure Letter (as hereinafter defined) to:
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(i)

conduct its and their respective businesses in the ordinary course
consistent with past practice in all material respects and to use
commercially reasonable best efforts to preserve intact its and their
present business organization and goodwill, to preserve intact the
Property (as hereinafter defined) and Mineral Rights (as hereinafter
defined), to keep available the services of its officers and employees as
a group and to maintain satisfactory relationships with suppliers,
distributors, employees and others having business relationships with
them;

(ii)

not split, consolidate or reclassify any of its outstanding Common Shares
nor undertake any other capital reorganization, nor declare, set aside or
pay any dividends on or make any other distributions on or in respect of
its outstanding Common Shares, nor reduce stated capital in respect of
its outstanding Common Shares;

(iii)

not amend its articles or by-laws or the terms of any of its outstanding
securities, including, without limitation, any outstanding indebtedness
and credit facilities;

(iv)

not issue or sell or agree to issue or sell any securities (other than the
issuance of Common Shares upon the exercise of currently outstanding
Options in accordance with their terms), or redeem, offer to purchase
or purchase any of its outstanding securities;

(v)

not authorize, approve, agree to issue, issue or award any Options,
deferred share units or any other Convertible Securities except as in the
ordinary course of business and consistent with past practice;

(vi)

not enter into, create, declare, adopt, amend, vary, modify or take any
other action with respect to any bonus, target bonus, profit sharing,
incentive, salary or other compensation, equity based award, pension,
retirement, deferred compensation, severance, change in control,
employment or other employee benefit plan, agreement, trust fund,
award or arrangement for the benefit or welfare of any officer, director
or employee, or similar rights or other benefits, except for (A) changes
in compensation for employees, other than officers and directors, in the
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ordinary course of business consistent with past practice, (B) the
payment of any bonuses or target bonuses to officers and employees
for the fiscal year ending December 31, 2010 as disclosed in the
Disclosure Letter, (C) the payment of bonuses pursuant to the laws of
the Dominican Republic, (D) the payment of retention bonuses to nonofficer employees located in the offices of the Company in Toronto,
Ontario, Canada as disclosed in the Disclosure Letter and (E) the
payment of any bonuses triggered as a result of the Offer or other
contractual payments;
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(vii)

not acquire or dispose of any securities, except in the ordinary course of
business consistent with past practice;

(viii)

except as contemplated in the current approved plan and budget (a
copy of which has been provided to Offeror on or before the date
hereof) or in the plan and budget for the fiscal year ending December
31, 2011, not commit to any single expense having a value in excess of
$1 million;

(ix)

except as contemplated in the current approved plan and budget (a
copy of which has been provided to Offeror on or before the date
hereof) or in the plan and budget for the fiscal year ending December
31, 2011, not acquire or commit to acquire any capital assets or group
of related capital assets (through one or more related or unrelated
acquisitions) having a value in excess of $100,000 in the aggregate;

(x)

except as contemplated in the current approved plan and budget (a
copy of which has been provided to Offeror on or before the date
hereof) or in the plan and budget for the fiscal year ending December
31, 2011, not incur, or commit to, operating expenditures or capital
expenditures in excess of $100,000 in the aggregate;

(xi)

except as contemplated in the current approved plan and budget (a
copy of which has been provided to Offeror on or before the date
hereof) or in the plan and budget for the fiscal year ending December
31, 2011, not sell, lease, option, encumber or otherwise dispose of, or
commit to sell, lease, option, encumber or otherwise dispose of, any
assets or group of related assets (through one or more related or
unrelated transactions) having a value in excess of $100,000 in the
aggregate;

(xii)

not approve any plan and budget or any amendment thereof; provided
that the Board of Directors shall be permitted to approve the plan and
budget for the fiscal year ending December 31, 2011 without the
consent of or the provision of prior written notice to Offeror so long as
the aggregate amount of commitments to acquire any capital assets or
group of related capital assets, operating expenditures and capital
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expenditures does not exceed an amount equal to the aggregate
amount of commitments to acquire any capital assets or group of
related capital assets, operating expenditures and capital expenditures
approved in the current approved plan and budget plus 5%;
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(xiii)

not approve the grant of any power of attorney to allow any person to
take any action on behalf of the Company or the amendment of any
power of attorney allowing any person to take any action on behalf of
the Company other than in the ordinary course of business consistent
with past practice;

(xiv)

not enter into any contract with a term of more than 12 months;

(xv)

(A) not incur or commit to incur any indebtedness for borrowed money
(except for indebtedness not to exceed $100,000 in the aggregate for
working capital purposes) or issue any debt securities, (B) not incur or
commit to incur, or guarantee, endorse or otherwise become
responsible for, any other material liability, obligation or indemnity or
the obligation of any other person, or (C) make any loans or advances to
any person;

(xvi)

not make any changes to existing accounting policies other than as
required by applicable Laws, Applicable Securities Laws or by GAAP (as
hereinafter defined) or the International Financial Reporting Standards;

(xvii)

not pay, discharge or satisfy any material claims, liabilities or obligations
other than the payment, discharge or satisfaction, in the ordinary
course of business consistent with past practice in accordance with their
terms, of liabilities reflected or reserved against in the Company's
financial statements as at and for the period ended June 30, 2010;

(xviii)

not engage in any transaction with any related parties other than with
Company Subsidiaries in the ordinary course of business consistent with
past practice;

(xix)

not commit to or enter into any new arrangements, or modify any
existing arrangements, between the Company and any shareholder or
holder of Convertible Securities of the Company owning or controlling
more than 1% of the outstanding Common Shares;

(xx)

not commence or settle or assign any rights relating to or any interest in
any litigation, proceeding, claim, action, assessment or investigation
involving the Company or any Company Subsidiary or material asset of
either;

(xxi)

not waive, release, grant, transfer, exercise, modify or amend in any
material respect, other than in the ordinary course of business
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consistent with past practice, (A) any existing contractual rights in
respect of any Mineral Rights or Properties or joint ventures of the
Company, (B) any material Authorization (as hereinafter defined), lease,
concession, contract or other document, or (C) any other material legal
rights or claims;
(xxii)

not enter into any interest rate, currency, equity or commodity swaps,
hedges, derivatives or other similar financial instruments;

(xxiii)

use commercially reasonable best efforts to cause its current insurance
and re-insurance policies within its control or any of the coverage
thereunder not to lapse, unless simultaneously with such termination,
cancellation or lapse, replacement policies underwritten by insurance
and re-insurance companies of nationally recognized standing providing
coverage equal to or greater than the coverage under the cancelled,
terminated or lapsed policies for substantially similar premiums that are
currently in full force and effect;

(xxiv)

not increase any coverage or premiums under any directors’ and
officers’ insurance policy or enter into any new policy;

(xxv)

not acquire or agree to acquire (by merger, amalgamation,
arrangement, acquisition of stock or assets or otherwise) any person or
division of any person or make any investment either by purchase of
shares or securities, contributions of capital (other than to Company
Subsidiaries), property transfer or purchase of any property or assets of
any other person, except for purchases of inventory or equipment in the
ordinary course of business consistent with past practice, and except for
capital expenditures permitted by Section 12(d)(x);

(xxvi)

not adopt a plan of liquidation or resolutions providing for the
liquidation or dissolution of the Company or any Company Subsidiary;

(xxvii) duly and timely file all material forms, reports, schedules, statements
and other documents required to be filed pursuant to any applicable
Laws or Applicable Securities Laws;
(xxviii) (A) duly and timely file all material Tax (as hereinafter defined) returns
required to be filed by it on or after the date hereof and all such Tax
returns will be true, complete and correct in all material respects; (B)
timely withhold, collect, remit and pay all material Taxes which are to
be withheld, collected, remitted or paid by it to the extent due and
payable except for any Taxes contested in good faith pursuant to
applicable Laws; (C) not make or rescind any material election relating
to Taxes; (D) not make a request for a tax ruling, enter into a closing
agreement with any taxing authorities or waive extending the period for
assessment or allocation of Taxes; (E) not settle or compromise any
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material claim, action, suit, litigation, proceeding, arbitration,
investigation, audit or controversy relating to Taxes; and (F) not change
in any material respect any of its methods of reporting income,
deductions or accounting for income tax purposes from those employed
in the preparation of its income tax return for the tax year ending
December 31, 2010, except as may be required by applicable Laws;

13.

(xxix)

notify Offeror immediately orally and then promptly in writing of any
material change (within the meaning of the Securities Act (Ontario)) in
relation to the Company and of any material governmental or third
party complaints, investigations or hearings (or communications
indicating that the same may be contemplated);

(xxx)

not enter into any transaction or perform any act which might interfere
with or be materially inconsistent with the successful completion of the
acquisition of Common Shares by Offeror pursuant to the Offer or the
successful completion of an Alternative Transaction, a Compulsory
Acquisition or Subsequent Acquisition Transaction (as such terms are
hereinafter defined) or which would render, or which may reasonably
be expected to render, untrue or inaccurate (without giving effect to,
applying or taking into consideration any materiality or Material
Adverse Effect (as hereinafter defined) qualification already contained
within such representation or warranty) in any material respect any of
the Company's representations and warranties set forth in this
Agreement; and

(xxxi)

not announce an intention, enter into any formal or informal
agreement, or otherwise make a commitment to do any of the things
prohibited by any of the foregoing subsections.

Covenants of Offeror:
(a)

Offeror covenants and agrees that at all times Offeror shall not take any action
which would or could result in the representation and warranty set out in
Section (d) of Schedule “C” being untrue or incorrect in any respect and will
provide prompt notice to the Company of any facts or circumstances which
could reasonably be expected to result in the representation and warranty of
Offeror in such section being untrue or incorrect in any respect and to provide
the Company all correspondence in respect thereof.

(b)

Offeror shall deposit sufficient funds to satisfy the aggregate Offer Price payable
under the Offer with respect to the Common Shares tendered to the Offer with
the depositary appointed by Offeror in respect of the Offer at or prior to the
time that Offeror first takes up any Common Shares under the Offer.

(c)

Offeror hereby covenants and agrees with the Company as follows:
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(d)

14.

(i)

use its commercially reasonable best efforts to satisfy all of the
conditions precedent to the entry into of the Support Agreement and
completion of the Contemplated Transactions;

(ii)

use its commercially reasonable best efforts to obtain all necessary
corporate approvals for the entering into of the Support Agreement
including, without limitation, approval of the board of directors of
Offeror; and

(iii)

use its commercially reasonable best efforts to apply for and obtain, and
to cooperate in the application for and obtaining of, all necessary
consents, orders and approvals, including, without limitation, relating to
the borrowing arrangements in the amount up to the full amount
required for the making of the Offer, required in relation to entering
into of the Support Agreement and completion of the Contemplated
Transactions and, in doing so, keep the Company reasonably informed
both orally and in writing as to the status of the approvals relating to
the borrowing arrangements.

Offeror shall and where appropriate shall cause its affiliates to apply for and use
commercially reasonable best efforts to obtain the PRC Approvals (as
hereinafter defined) and, in doing so, keep the Company reasonably informed
both orally and in writing as to the status of the proceedings related to
obtaining the PRC Approvals.

Conditions to the Support Agreement and Offer:
(a)

The obligation of Offeror to enter into the Support Agreement and make the
Offer shall be subject only to the satisfaction of the following conditions, all of
which are included for the sole benefit of Offeror and any or all of which may be
waived by Offeror in whole or in part in its sole discretion:
(i)

approval of the board of directors of Offeror for the entering into of the
Support Agreement; and

(ii)

receipt of all requisite approvals by Offeror relating to the borrowing
arrangements.

15.

Conditions of the Offer: The obligations of Offeror to complete the Offer and take up
and pay for Common Shares deposited to the Offer shall be subject only to the
satisfaction or waiver of the Offer conditions set out at Schedule “D” hereto and in
accordance with Section 1(e) of this Agreement.

16.

Termination:
(a)
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This Agreement may be terminated by notice in writing at any time:
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(i)

by mutual written agreement of Offeror and the Company;

(ii)

by Offeror or the Company if the Support Agreement is not executed on
or before the Support Agreement Date;

(iii)

by Offeror if the conditions set forth in Section 14 have not been
satisfied or waived by Offeror on or before the Support Agreement
Date;

(iv)

by the Company if Offeror has not mailed the Offer Documents by the
Offer Deadline (provided such failure to mail has not been caused by
any act or failure to act by the Company) or if the Offer does not
conform in all material respects with the description of the Offer in this
Agreement;

(v)

by Offeror if (A) the Company shall have breached its obligations under
Section 2 or 3 of Schedule “A” in any material respect or (B) the Board
of Directors withdraws, modifies or changes its recommendation in a
manner adverse to Offeror or the Board of Directors does not reaffirm
its recommendation in favour of the offer to the Shareholders in a press
release or Directors’ Circular within two days of a written request by
Offeror (or, in the event that the Offer shall be scheduled to expire
within such two day period, prior to the scheduled expiry of the Offer),
provided that the Company will have paid to Offeror the Termination
Payment (as hereinafter defined) in accordance with Section 4 of
Schedule “A”;

(vi)

by the Company if the Company proposes to accept, approve or
recommend, or enter into any agreement relating to a Superior
Proposal in compliance with the provisions of Schedule “A”, provided
that the Company will have paid to Offeror the Termination Payment in
accordance with Section 4 of Schedule “A”;

(vii)

by Offeror if any condition of the Offer set forth in Schedule “D” is not
satisfied or waived in accordance with this Agreement or the Support
Agreement by the Expiry Time (other than as a result of Offeror’s
default hereunder);

(viii)

by Offeror if the Company shall have breached, or failed to comply with,
any of its materials covenants or obligations under this Agreement in
any material respect, or if any representation or warranty of the
Company contained in this Agreement shall have been inaccurate in any
material respect; provided that Offeror shall provide the Company with
prompt written notice of such breach, non-compliance or inaccuracy
and the Company shall have 10 business days from receipt of such
notice to cure such breach, non-compliance or inaccuracy;
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(ix)

by the Company if Offeror shall have breached, or failed to comply with,
any of its materials covenants or obligations under this Agreement in
any material respect, or if any representation or warranty of Offeror
contained in this Agreement shall have been inaccurate in any material
respect; provided that the Company shall provide Offeror with prompt
written notice of such breach, non-compliance or inaccuracy and
Offeror shall have 10 business days from receipt of such notice to cure
such breach, non-compliance or inaccuracy; or

(x)

by the Company if the Expiry Date shall not have occurred on or before
December 31, 2010; provided that if (A) the Board of Directors
determines in accordance with Section 3(a) of Schedule “A” that an
Acquisition Proposal would be reasonably likely to result in a Superior
Proposal and (B) the Right to Match Period that arises as a result of the
determination in paragraph (A) would extend beyond December 31,
2010, then the Company shall not exercise its right to termination until
January 31, 2011.

(b)

In the case of termination, this Agreement shall forthwith have no further force
or effect and there shall be no obligation on the part of the Company or Offeror
hereunder except as set forth in this Section and Sections 18(c), 18(n) and 18(o)
and Schedule “A”, which sections and schedule shall survive the termination of
this Agreement. In the case of termination, nothing herein shall relieve any
party from liability for any breach of any covenant, agreement, representation
or warranty under this Agreement; provided that the Termination Payment shall
be, once paid, Offeror’s sole remedy for damages in connection with matters to
which it applies. Nothing herein shall preclude a party from seeking injunctive
relief to restrain a breach or threatened breach of the covenants or agreements
in this Agreement or otherwise obtain specific performance of any such
covenant or agreement without the necessity of posting bond or security in
connection therewith.

(c)

A termination of this Agreement shall not constitute a termination of the
Confidentiality Agreement (as hereinafter defined) which shall continue in full
force and effect in accordance with its terms.

(d)

This Agreement shall be terminated without any further action by the parties
upon the execution and delivery of the Support Agreement on or prior to the
Support Agreement Date.
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17.

Directors’ and Officers’ Insurance: Offeror agrees that for the period from the Expiry
Date until six years after the Expiry Date, Offeror will cause the Company or any
successor to the Company (including the successor resulting from the winding-up or
liquidation or dissolution of the Company) to maintain the Company’s current directors’
and officers’ insurance policy or an equivalent policy subject in either case to terms and
conditions no less advantageous to the directors and officers of the Company and the
Company Subsidiaries than those contained in the policy in effect on the date hereof,
for all present and former directors and officers of the Company and the Company
Subsidiaries, covering claims made prior to or within six years after the Expiry Date.
Offeror also agrees that after the expiration of such six-year period, if there is no cost in
doing so, it will use all commercially reasonable best efforts to cause such directors and
officers to be covered under Offeror’s then existing directors and officers insurance
policy, if any. Offeror shall, and shall cause the Company (or its successor) to, indemnify
the directors and officers of the Company and the Company Subsidiaries to the fullest
extent to which Offeror and the Company and the Company Subsidiaries are permitted
to indemnify such directors and officers under their respective charter, articles, by-laws,
applicable Laws and contracts of indemnity.

18.

Miscellaneous:
(a)

TOR_H2O:5698175.10

Interpretation:
(i)

The division of this Agreement into Articles and Sections and the
insertion of headings are for convenience of reference only and shall
not affect in any way the meaning or interpretation of this Agreement.
Unless the contrary intention appears, references in this Agreement to
an Article, Section or Schedule by number or letter or both refer to the
Article, Section or Schedule, respectively, bearing that designation in
this Agreement.

(ii)

In this Agreement, unless the contrary intention appears, words
importing the singular include the plural and vice versa, and words
importing gender include all genders.

(iii)

If the date on which any action is required to be taken hereunder by a
party is not a business day, such action shall be required to be taken on
the next succeeding day which is a business day.

(iv)

In this Agreement, unless otherwise stated, any references to time are
to local time, Toronto, Ontario.

(v)

Unless otherwise stated, all references in this Agreement to sums of
money are expressed in lawful money of Canada.
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(b)

Costs: Each party shall pay its own respective costs and expenses (including,
without limitation, all legal, accounting and financial advisory fees and
expenses) in connection with the Offer, including, without limitation, all
expenses related to the preparation, execution and delivery of this Agreement
and the documents required hereunder.

(c)

Public Statements: Except as required by applicable Law or applicable stock
exchange requirements, neither Offeror nor the Company shall make any public
announcement or statement with respect to the Offer or this Agreement
without the approval of the other party, such approval not to be unreasonably
withheld or delayed, except to the extent necessary to comply with applicable
Law or applicable stock exchange requirements. Moreover, in any event, each
party agrees to give prior notice to the other of any public announcement
relating to the Offer or this Agreement and agrees to consult with the other
prior to issuing each such public announcement, except to the extent necessary
to comply with applicable Law or applicable stock exchange requirements. Each
of Offeror and the Company agrees that, promptly after the entering into of this
Agreement and the Support Agreement, it shall issue a press release
announcing the entering into of this Agreement or the Support Agreement, as
applicable, and, in the case of Offeror, its intention to make the Offer, which
press release shall, in each case, be satisfactory in form and substance to the
other party, acting reasonably. Each party shall provide the other party with
notice of any disclosure by such party with regard to an Acquisition Proposal.

(d)

Confidentiality: The parties acknowledge that the transaction contemplated by
this agreement is subject to a confidentiality agreement dated as of August 10,
2010, between Offeror and the Company (the “Confidentiality Agreement”),
which agreement shall continue in full force and effect. All information of a
confidential nature relating to a party or its business that is disclosed to the
other party in accordance with this Agreement or in connection with the Offer
and the transactions contemplated herein shall be held in confidence by the
receiving party and shall not be disclosed to any person or the public except
with the prior written consent of the disclosing party, acting reasonably. Such
consent shall not apply to the disclosure of confidential information as required
by applicable Law or stock exchange requirements, provided that (i) only the
confidential information that is legally required may be disclosed, and (ii) the
party making such disclosure as required by applicable Law or stock exchange
requirements shall consult with the party who disclosed the confidential
information in accordance with this Agreement or in connection with the Offer
and the transactions contemplated herein and co-operate with such party who
disclosed the confidential information to obtain a protective order or other
remedy.

(e)

Fiduciary Duties/Liability: No provision of this Agreement or the Support
Agreement shall require the Company to cause any of its directors or officers to
take any action in breach of or inconsistent with, or refrain from taking any
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action that is required by such individual to fulfill, his or her fiduciary obligations
as a director or office of the Company. No director or officer of Offeror shall
have any personal liability whatsoever to the Company or any third party
beneficiary under this Agreement or the Support Agreement, or any other
document delivered in connection with the Contemplated Transactions on
behalf of Offeror. No director or officer of the Company shall have any personal
liability whatsoever to Offeror under this Agreement or the Support Agreement,
or any other document delivered in connection with the Contemplated
Transactions on behalf the Company.
(f)

Notification of Certain Matters: Each party shall give prompt notice to the other
of any failure of such party, or any officer, director, employee or agent thereof,
to comply with or satisfy any covenant, condition or agreement to be complied
with or satisfied by it hereunder.

(g)

Notices: Any notice, consent, waiver, direction or other communication
required or permitted to be given under this Agreement by a party shall be in
writing and may be given by delivering same or sending same by facsimile or
other electronic transmission or by delivery addressed to the party to which the
notice is to be given at its address for service herein. Any notice, consent,
waiver, direction or other communication aforesaid shall, if delivered, be
deemed to have been given and received on the date on which it was delivered
to the address provided herein (if a business day, if not, the next succeeding
business day) and if sent by facsimile or other electronic transmission be
deemed to have been given and received at the time of receipt (if a business
day, if not, the next succeeding business day) unless actually received after 4:30
p.m. (local time) at the point of delivery in which case it shall be deemed to
have been given and received on the next business day.
The address for service for each of the parties hereto shall be as follows:
(i)

if to the Company:
GlobeStar Mining Corporation
Suite 900, 18 King Street E.
Toronto, ON M5C 1C4
Attention:
David Brace
Fax:
(416) 868-6467
Email: dbrace@globestarmining.com
with a copy (which shall not itself constitute notice) to:
Osler, Hoskin & Harcourt LLP
100 King Street W.
Box 50, 1 First Canadian Place
Toronto, ON M5X 1B8
Attention:
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Christopher Murray
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Fax:
(416) 862-6666
Email: cmurray@osler.com
(ii)

if to Offeror:
Perilya Limited
Level 1, Building E
661 Newcastle Street
Leederville WA 6007
Australia
Attention:
Company Secretary
Fax:
+618 6330 1099
Email: paul.marinko@perilya.com.au
with a copy (which shall not itself constitute notice) to:
Fraser Milner Casgrain LLP
100 King Street W.
1 First Canadian Place, 39th Floor
Toronto, ON M5X 1B2
Attention:
Sander Grieve
Fax:
(416) 863-4592
Email: sander.grieve@fmc-law.com

(h)

Severability: If any term, provision, covenant or restriction of this Agreement is
held by a court of competent jurisdiction to be invalid, void or unenforceable,
the remainder of the terms, provisions, covenants and restrictions of this
Agreement shall remain in full force and effect and shall in no way be affected,
impaired or invalidated and the parties shall negotiate in good faith to modify
the agreement to preserve each party's anticipated benefits under this
Agreement.

(i)

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

(j)

No Third Party Beneficiaries: This Agreement is not intended to confer any
rights or remedies on any person other than the parties, and other than any
wholly-owned subsidiary of Offeror making the Offer pursuant to a performance
guarantee of Offeror (the “Offeror Assignee”).

(k)

Entire Agreement: This Agreement (together with all other documents and
instruments referred to herein) constitutes the entire agreement and
supersedes all other prior agreements and undertakings, both written and oral,
among the parties with respect to the subject matter hereof.
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(l)

Amendment: This Agreement may not be amended except by an instrument
signed by each of the parties.

(m)

Assignment: This Agreement shall not be assigned by operation of law or
otherwise other than as expressly permitted by this Agreement. Offeror may
assign all or any part of its rights or obligations under this Agreement to a direct
or indirect wholly-owned subsidiary of Offeror (an “Offeror Subsidiary”),
provided that Offeror shall continue to be liable to Company for the
performance or default in performance of any such assignee.

(n)

Governing Law: This Agreement shall be governed in all respects, including,
without limitation, validity, interpretation and effect, by the laws of the
Province of Ontario and the federal laws of Canada applicable therein, without
giving effect to any principles of conflict of laws thereof that would result in the
application of the laws of any other jurisdiction, and all actions and proceedings
arising out of or relating to this Agreement shall be heard and determined
exclusively in the courts of the Province of Ontario.

(o)

Attornment:
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(i)

The parties hereby irrevocably and unconditionally attorn, consent to
and submit to the exclusive jurisdiction of the courts of the Province of
Ontario for any actions, suits or proceedings arising out of or relating to
this Agreement, the Support Agreement or the matters contemplated
hereby or thereby (and agree not to commence any action, suit or
proceeding relating thereto except in such courts) and further agree
that service of any process, summons, notice or document by delivery in
the manner set forth in Section 18(g) shall be effective service of
process for any action, suit or proceeding brought against either party in
such court. The parties hereby irrevocably and unconditionally waive
any objection to the laying of venue of any action, suit or proceeding
arising out of this Agreement, the Support Agreement or the matters
contemplated hereby or thereby in the courts of the Province of Ontario
and hereby further irrevocably and unconditionally waive and agree not
to plead or claim in any such court that any such action, suit or
proceeding so brought has been brought in an inconvenient forum.

(ii)

Offeror hereby irrevocably designates Fraser Milner Casgrain LLP (in
such capacity, the “Process Agent”), with an office at 1 First Canadian
Place, 39th Floor, 100 King Street West, Toronto, Ontario, Canada, M5X
1B2, as its designee, appointee and agent to receive, for and on its
behalf service of process in such jurisdiction in any legal action or
proceedings with respect to this Agreement, the Support Agreement or
the transactions contemplated hereby or thereby, and such service shall
be deemed complete upon delivery thereof to the Process Agent;
provided that in the case of any such service upon the Process Agent,
the party effecting such service shall also deliver a copy thereof to
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Offeror in the manner provided in Section 18(g). Offeror shall take all
such action as may be necessary to continue said appointment in full
force and effect or to appoint another agent so that Offeror will at all
times have an agent for service of process for the above purposes at 1
First Canadian Place, 39th Floor, 100 King Street West, Toronto, Ontario,
Canada, M5X 1B2.
(iii)

(p)

Nothing herein shall affect the right of any party to serve process in any
manner permitted by applicable Laws. Offeror expressly acknowledges
that the foregoing waiver is intended to be irrevocable under all
applicable Laws.

Counterparts: This Agreement may be executed in any number of counterparts,
each of which shall be deemed to be original and all of which taken together
shall be deemed to constitute one and the same instrument, and it shall not be
necessary in making proof of this Agreement to produce more than one
counterpart.

[Signature page follows]
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IN WITNESS WHEREOF, this Agreement has been executed and delivered as of the date first
above written, by the duly authorized representatives of the parties hereto.
PERILYA LIMITED
by

“Paul Arndt”
Name: Paul Arndt
Title: Managing Director & CEO

by

“Paul Marinko”
Name: Paul Marinko
Title: Company Secretary

GLOBESTAR MINING CORPORATION
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by

“David Brace”
Name: David Brace
Title: Chief Executive Officer

by

“David Massola”
Name: David Massola
Title: Chief Financial Officer

Appendix 4

Appendix 1
CERTAIN DEFINITIONS
(a)

"Authorization" means any authorization, order, permit, approval, grant, licence,
registration, consent, right, notification, condition, franchise, privilege, certificate,
judgment, writ, injunction, award, determination, direction, decision, decree, by-law,
rule or regulation, whether or not having the force of Law;

(b)

“business day” means a day, other than a Saturday, a Sunday or a statutory holiday in
Toronto, Ontario or Perth, Australia;

(c)

"Contemplated Transactions" means the Offer, the take-up of Common Shares by
Offeror pursuant to the Offer, the transactions contemplated by the Lock-Up
Agreements, any Compulsory Acquisition, any Subsequent Acquisition Transaction, any
subsequent amalgamation, merger or other business combination of Offeror (or any of
its affiliates) and the Company, and any Alternative Transaction;

(d)

“Disclosure Letter” means the disclosure letter of the Company delivered to Offeror in
confidence contemporaneously with the execution and delivery of this Agreement;

(e)

"Encumbrance" includes any mortgage, pledge, assignment, charge, lien, claim, security
interest, adverse interest, adverse claim, other third person interest or encumbrance of
any kind, whether contingent or absolute, and any agreement, option, right or privilege
(whether by Law, contract or otherwise) capable of becoming any of the foregoing;

(f)

“Expiry Time” means the Initial Expiry Time unless the Offer has been extended in
accordance with this Agreement, in which case, it means the expiry time of the Offer as
extended from time to time;

(g)

"Governmental Entity" means:

(h)

(i)

any supranational body or organization, nation, government, state, province,
country, territory, municipality, quasi-government, administrative, judicial or
regulatory authority, agency, board, body, bureau, commission, instrumentality,
court or tribunal or any political subdivision thereof, or any central bank (or
similar monetary or regulatory authority) thereof, any taxing authority, any
ministry or department or agency of any of the foregoing;

(ii)

any entity exercising executive, legislative, judicial, regulatory or administrative
functions of or pertaining to government, including any court; and

(iii)

any corporation or other entity owned or controlled, through stock or capital
ownership or otherwise, by any of such entities or other bodies;

“Initial Expiry Time” means 5:00 p.m. (Toronto time) on the 35th day after the Offer is
mailed to all registered Shareholders, provided that if such 35th day is not a business
day, the Initial Expiry Time shall mean 5:00 p.m. (Toronto time) on the business day in
Canada which falls after such date;
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(i)

“knowledge” of a party means to the best of the knowledge, information and belief of
such party and its subsidiaries after reviewing all relevant records and making due
inquiries regarding the relevant matter of all relevant officers and directors of such
party and its subsidiaries;

(j)

"Laws" means any laws, including, without limitation, supranational, national,
provincial, state, municipal and local civil, commercial, banking, tax, personal and real
property, security, mining, environmental, water, energy, investment, property
ownership, land use and zoning, sanitary, occupational health and safety laws, treaties,
statutes, ordinances, judgments, decrees, injunctions, writs, certificates and orders, bylaws, rules, regulations, ordinances, protocols, codes, guidelines, policies, notices,
directions or other requirements of any Governmental Entity;

(k)

"Material Adverse Effect" means, in respect of any person, an effect that individually or
in the aggregate, with all such other effects, is, or would reasonably be expected to be,
material and adverse to the business, properties, assets, liabilities (including, without
limitation, any contingent liabilities that may arise through outstanding or pending
litigation), capitalization, financial condition or operations of that person and its
subsidiaries taken as a whole, other than any effect:
(i)

relating to the Canadian, United States, Dominican Republic or Chinese
economy, political conditions or securities markets in general;

(ii)

affecting the global mining industry in general;

(iii)

relating to in the market price of gold, silver, copper or lithium or relating to
changes in currency exchange rates, interest rates, monetary policy or inflation;

(iv)

any action or inaction taken by any person to which such action or inaction has
been expressly consented to in writing or as expressly permitted by this
Agreement;

(v)

relating to any generally applicable change in applicable Laws or regulations
(other than orders, judgments or decrees against that person or any of its
subsidiaries) or generally applicable change in Canadian GAAP or International
Financial Reporting Standards;

(vi)

relating to a change in the market trading price of shares or trading volume of
that person, either:
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A.

related to this Agreement, the Support Agreement and the Offer or the
announcement thereof; or

B.

primarily resulting from a change, effect, event or occurrence excluded
from this definition of Material Adverse Effect under clause (i), (ii), (iii),
(iv) or (v) hereof;
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provided, however, that such effect referred to in clause (i), (ii), (iii), (iv) or (v) above
does not primarily relate only to (or have the effect of primarily relating only to) that
person and its subsidiaries, taken as a whole, or disproportionately adversely affect that
person and its subsidiaries, taken as a whole, compared to other companies of similar
size operating in the industry in which that person and its subsidiaries operate; and
(l)

"Taxes" means all federal, state, local, provincial, branch or other taxes, including,
without limitation, income, gross receipts, windfall profits, value added, ad valorem,
property, capital, net worth, production, sales, use, licence, excise, franchise,
employment, sales taxes, use taxes, value added taxes, transfer taxes, withholding or
similar taxes, payroll taxes, employment taxes, pension plan premiums, social security
premiums, workers' compensation premiums, employment insurance or compensation
premiums, stamp taxes, occupation taxes, premium taxes, mining taxes, alternative or
add-on minimum taxes, goods and services tax, customs duties or other taxes of any
kind whatsoever imposed or charged by any Governmental Entity, together with any
interest, penalties, or additions with respect thereto and any interest in respect of such
additions or penalties.

TOR_H2O:5698175.10

Appendix 4

Schedule “A”
1.

Acquisition Proposals and Superior Proposals
(a)

“Acquisition Proposal” means any proposal or offer regarding (i) any merger,
take-over bid, amalgamation, plan of arrangement, share exchange, business
combination, consolidation, recapitalization, reorganization or similar
transaction, or any liquidation, dissolution or winding-up in respect of the
Company or any Company Subsidiary; (ii) any sale or acquisition of all or a
material portion of the assets of the Company or any Company Subsidiary; (iii)
any sale or acquisition of all or a material portion of the Common Shares or
other securities of the Company or of all or any of the securities of any Company
Subsidiary; (iv) any sale of an interest in any material mineral property or
material joint venture; or (v) any proposal or offer to, or public announcement
of an intention to do, any of the foregoing from any person other than Offeror
or an Offeror Subsidiary.

(b)

“Superior Proposal” means a bona fide written Acquisition Proposal made by a
third party subsequent to the date hereof (other than Offeror or the Offeror
Subsidiaries) to purchase or otherwise acquire, directly or indirectly, all of the
Common Shares not beneficially owned by the party making such Acquisition
Proposal and pursuant to which all Shareholders are offered the same
consideration in form and amount per Common Share, and that (i) did not result
from a breach of the provisions of this Schedule “A”, (ii) complies with all
Applicable Securities Laws, (iii) in respect of which any required financing to
complete such Acquisition Proposal has been demonstrated to the satisfaction
of the Board of Directors, acting in good faith (after consultation with its
financial advisors and outside legal counsel), will be obtained, (iv) is not subject
to any due diligence and/or access condition that would allow access to the
books, records, files, personnel or properties of the Company or the Company
Subsidiaries beyond 5:00 p.m. (Toronto time) on the tenth business day after
which access is first afforded to the third party making the Acquisition Proposal
(provided, however, that the foregoing shall not restrict the ability of such third
party to continue to review information provided to it by the Company during
such ten business day period), and (v) the Board of Directors has determined in
good faith (after consultation with its financial advisors and outside legal
counsel) (A) is reasonably capable of completion taking into account all legal,
financial, regulatory timing and other aspects of such Acquisition Proposal and
the person making such Acquisition Proposal, and (B) would reasonably be
expected, if consummated in accordance with its terms (but not assuming away
any risk of non-completion), result in a transaction more favourable from a
financial point of view to the Shareholders than the Offer (including, without
limitation, any adjustment to the terms and conditions of the Offer proposed by
Offeror pursuant to this Schedule “A”).
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2.

Covenants Regarding Non-Solicitation
(a)

On and after the date hereof, except as otherwise provided in the Agreement,
the Company shall not, and shall cause each of the Company Subsidiaries not to,
directly or indirectly, through any officer, director, employee, representative
(including for greater certainty any financial or other advisors) or agent of the
Company or any Company Subsidiary:
(i)

make, solicit, assist, initiate, encourage or otherwise facilitate
(including, without limitation, by way of furnishing non-public
information, permitting any visit to any facilities or properties of the
Company or any Company Subsidiary, or entering into any form of
written or oral agreement, arrangement or understanding) any
inquiries, proposals or offers regarding an Acquisition Proposal;

(ii)

engage in any discussions or negotiations regarding, or provide any
information with respect to, or otherwise co-operate in any way with, or
assist or participate in, facilitate or encourage, any effort or attempt by
any other person to make or complete any Acquisition Proposal,
provided that, for greater certainty, the Company may advise any
person making an unsolicited Acquisition Proposal that such Acquisition
Proposal does not constitute a Superior Proposal when the Board of
Directors has so determined;

(iii)

withdraw, modify or qualify, or propose publicly to withdraw, modify or
qualify, in any manner adverse to Offeror, the approval or
recommendation of the Board of Directors or any committee thereof of
this Agreement or the Offer;

(iv)

approve, recommend or remain neutral with respect to, or propose
publicly to approve, recommend or remain neutral with respect to, any
Acquisition Proposal (it being understood that publicly taking no
position or a neutral position with respect to an Acquisition Proposal
until 15 calendar days following the public announcement of such
Acquisition Proposal shall not be considered a violation of this Section
2(a)(iv) of this Schedule “A”); or

(v)

accept or enter into, or publicly propose to accept or enter into, any
letter of intent, agreement in principle, agreement, arrangement or
undertaking related to any Acquisition Proposal,

provided that nothing in Section 2(a) of this Schedule “A” or any other provision
of this Agreement shall prevent the Board of Directors from, and the Board of
Directors shall be permitted to engage in discussions or negotiations with, or
respond to enquiries from any person that has made a bona fide written
Acquisition Proposal that the Board of Directors has determined constitutes or
would reasonably be expected to result in a Superior Proposal, or provide
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information pursuant to Section 3(a) of this Schedule “A” to any person where
the requirements of that section are met.
(b)

The Company will immediately cease, and will instruct its financial advisors and
other representatives and agents to cease, any existing solicitation, discussion
or negotiation with any person (other than Offeror or an Offeror Subsidiary), by
or on behalf of the Company or any Company Subsidiary with respect to any
potential Acquisition Proposal, whether or not initiated by the Company or any
Company Subsidiaries or any of its or their officers, directors, employees,
representatives or agents, and, in connection therewith, the Company will
discontinue access to any data rooms (virtual or otherwise).

(c)

The Company shall not waive, release any person from, or fail to enforce on a
timely basis any obligation under any confidentiality agreement or standstill
agreement or amend any such agreement (except to allow such person to
confidentially propose to the Board of Directors an unsolicited Acquisition
Proposal that did not result from a breach of Section 2(a) of this Schedule “A”).

(d)

Within three business days from the date hereof, the Company shall request the
return or destruction of all information provided to any third parties who have
entered into a confidentiality agreement with Company relating to any potential
Acquisition Proposal and shall use commercially reasonable best efforts to
ensure that such requests are honoured in accordance with the terms of such
confidentiality agreements and promptly (and in any event within 24 hours)
provide copies of all correspondence relating to same to Offeror. The Company
will immediately advise Offeror orally and in writing of any response or action
(actual, anticipated, contemplated or threatened) by any such third party which
could reasonably be expected to hinder, prevent or delay or otherwise
adversely affect the completion of the Offer.

(e)

From and after the date of this Agreement, the Company shall promptly (and in
any event within 24 hours after it has received any proposal, inquiry, offer or
request) notify Offeror, at first orally and then in writing of: (i) any proposal,
inquiry, offer or request (or any amendment thereto) relating to or constituting
a bona fide Acquisition Proposal, or (ii) any request for discussions or
negotiations relating to, or which could reasonably lead to, a bona fide
Acquisition Proposal, and/or any request for non-public information relating to
the Company or any of the Company Subsidiaries or any Property, material
Mineral Rights or contractual or legal rights or for access to properties, books
and records or a list of the Shareholders of the Company or any Company
Subsidiary of which the Company's directors, officers, employees,
representatives or agents are or become aware, or any amendments to the
foregoing. Such notice shall include a description of the terms and conditions
of, and the identity of the person making, any proposal, inquiry, offer or request
(including any amendment thereto) that relates to or constitutes a bona fide
Acquisition Proposal and shall include copies of any such proposal, inquiry, offer
or request or any amendment to any of the foregoing. The Company shall also
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provide such other details of the proposal, inquiry, offer or request, or any
amendment to the foregoing that relates to or constitutes a bona fide
Acquisition Proposal, as Offeror may reasonably request. The Company shall
keep Offeror promptly and fully informed of the status, including, without
limitation, any change to the material terms, of any such proposal, inquiry, offer
or request, or any amendment to the foregoing that relates to or constitutes a
bona fide Acquisition Proposal, and will respond promptly to all inquiries by
Offeror with respect thereto.
3.

Right to Accept a Superior Proposal
(a)

If the Company receives a request for non-public information from a person
who, on an unsolicited basis, has proposed to the Company a bona fide
Acquisition Proposal and the Board of Directors determines, in good faith, after
consultation with its financial advisors and outside legal counsel, that such
Acquisition Proposal would be, if consummated in accordance with its terms,
reasonably likely to result in a Superior Proposal, then, and only in such case,
the Company may provide such person with access to information regarding
Company, subject to the execution of a confidentiality agreement (the "Third
Party Confidentiality Agreement") substantially in the form and on the terms of
the Confidentiality Agreement, including for greater certainty, a standstill
covenant on substantially the same terms as the standstill covenant contained
in the Confidentiality Agreement (however such Third Party Confidentiality
Agreement may permit the making of an Acquisition Proposal); provided further
that the Company sends a copy of any such Third Party Confidentiality
Agreement to Offeror promptly upon its execution and Offeror is provided with
a list of or copies of the information provided to such person and is immediately
provided with access to the same information which was provided by the
Company to such person.

(b)

The Company shall ensure that its officers, directors, employees,
representatives and agents, and the Company Subsidiaries and their officers,
directors, employees, representatives and agents, are aware of the provisions of
Section 3 of this Schedule “A” and the Company shall be responsible for any
breach of Section 3 of this Schedule “A” by such officers, directors, employees,
representatives or agents.

(c)

The Company shall not accept, approve or recommend, or enter into any
agreement (other than a confidentiality agreement contemplated by
Section 3(a) of this Schedule “A”) relating to, an Acquisition Proposal unless:
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(i)

the Acquisition Proposal constitutes a Superior Proposal;

(ii)

the Company has complied with Sections 2(a) through 3(b) of this
Schedule “A”, inclusive;
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(iii)

the Company has provided Offeror with notice in writing that there is a
Superior Proposal, together with all documentation related to and
detailing the Superior Proposal (including a copy of the confidentiality
agreement between the Company and the person making the Superior
Proposal if not previously delivered), at least ten business days prior to
the date on which the Board of Directors proposes to accept, approve,
recommend or to enter into any agreement relating to such Superior
Proposal;

(iv)

ten business days shall have elapsed (the "Right to Match Period") from
the date Offeror received the notice and documentation referred to in
Section 3(c)(iii) of this Schedule “A” from the Company in respect of the
Acquisition Proposal and, if Offeror has proposed to amend the terms of
the Offer in accordance with Section 3(d) of this Schedule “A”, the
Board of Directors shall have determined, in good faith, after
consultation with its financial advisors and outside legal counsel, that
the Acquisition Proposal is a Superior Proposal compared to the
proposed amendment to the terms of the Offer by Offeror;

(v)

the Company concurrently terminates this Agreement pursuant to
Section 16(a)(vi); and

(vi)

the Company will have paid to Offeror or the Offeror Assignee the
Termination Payment.

(d)

The Company acknowledges and agrees that, during the ten business day
periods referred to in Sections 3(c)(iii) and 3(c)(iv) of this Schedule “A” or such
longer period as the Company may approve for such purpose, Offeror shall have
the opportunity, but not the obligation, to propose to amend the terms of this
Agreement and the Offer and the Company shall co-operate with Offeror with
respect thereto, including negotiating in good faith with Offeror to enable
Offeror to make such adjustments to the terms and conditions of this
Agreement and the Offer as Offeror deems appropriate and as would enable the
Offeror to proceed with the Offer and any Contemplated Transactions on such
adjusted terms. The Board of Directors will review any proposal by Offeror to
amend the terms of the Offer in order to determine, in good faith in the
exercise of its fiduciary duties and consistent with Section 2(a) of this Schedule
“A”, whether Offeror’s proposal to amend the Offer would result in the
Acquisition Proposal not being a Superior Proposal compared to the proposed
amendment to the terms of the Offer.

(e)

The Board of Directors shall promptly reaffirm its recommendation of the Offer
by press release after: (i) any Acquisition Proposal which the Board of Directors
determines not to be a Superior Proposal is publicly announced or made; or (ii)
the Board of Directors determines that a proposed amendment to the terms of
the Offer would result in the Acquisition Proposal which has been publicly
announced or made not being a Superior Proposal, and Offeror has so amended
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the terms of the Offer. Offeror and its counsel shall be given a reasonable
opportunity to review and comment on the form and content of any such press
release, recognizing that whether or not such comments are appropriate will be
determined by the Company, acting reasonably.

4.

(f)

Nothing in this Agreement shall prevent the Board of Directors from responding
through a directors' circular or otherwise as required by Applicable Securities
Laws to an Acquisition Proposal that it determines is not a Superior Proposal.
Further, nothing in this Agreement shall prevent the Board of Directors from
making any disclosure to the securityholders of the Company if the Board of
Directors, acting in good faith and upon the advice of its legal advisors, shall
have first determined that the failure to make such disclosure would be
inconsistent with the fiduciary duties of the Board of Directors and provided
further that such disclosure is otherwise in accordance with the terms of this
Agreement. Offeror and its counsel shall be given a reasonable opportunity to
review and comment on the form and content of any such directors' circular,
recognizing that whether or not such comments are appropriate will be
determined by the Company, acting reasonably.

(g)

The Company acknowledges and agrees that each successive modification of
any Acquisition Proposal shall constitute a new Acquisition Proposal for the
purposes of Section 3(c) of this Schedule “A”.

Termination Payment
(a)
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Offeror shall be entitled to a cash termination payment (the "Termination
Payment") in an amount equal to $7.35 million, upon the occurrence of any of
the following events (each a "Termination Payment Event"), which shall be paid
by the Company within the time specified in respect of each such Termination
Payment Event:
(i)

this Agreement or the Support Agreement is terminated pursuant to
Section 16(a)(v) of this Agreement, in which case the Termination
Payment shall be paid to Offeror or the Offeror Assignee as soon as
practicable and in any event within two business days of the day on
which this Agreement is terminated;

(ii)

this Agreement or the Support Agreement is terminated pursuant to
Section 16(a)(vi) of this Agreement, in which case the Termination
Payment shall be paid to Offeror or the Offeror Assignee in accordance
with Section 3(c) of this Schedule “A”; or

(iii)

prior to the termination of this Agreement or the Support Agreement,
(A) an Acquisition Proposal is publicly announced or made, (B) the Offer
is not completed as a result of the Minimum Tender Condition not
having been satisfied, and (C) within 12 months after the date of this
Agreement either (x) such Acquisition Proposal has been accepted,
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recommended or approved by the Board of Directors or has not
expired, been withdrawn or been publicly abandoned, or (y) any person
or company acquires, directly or indirectly, more than 50% of the issued
and outstanding Common Shares or more than 50% of the consolidated
assets of the Company under such Acquisition Proposal, in which case
the Termination Payment shall be paid to Offeror or the Offeror
Assignee on the date the Common Shares or assets of the Company are
acquired as described in paragraph (y) above.
(b)

The Termination Payment shall be paid by the Company to Offeror or the
Offeror Assignee by wire transfer in immediately available funds to an account
specified by Offeror.

(c)

If the Termination Payment is required to be paid in accordance with this
Agreement or the Support Agreement, the Company shall be entitled to deduct
and withhold from the payment of the Termination Payment such amounts that
are required to be deducted and withheld therefrom under any applicable Laws.

(d)

The Company shall not be obligated to make more than one payment under
Section 4 of this Schedule “A” if one or more of the Termination Payment Events
specified herein occurs.
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Schedule “B”
REPRESENTATIONS AND WARRANTIES OF THE COMPANY
(a)

(b)

Organization:
(i)

The Company and each Company Subsidiary has been duly incorporated
or formed under the applicable Laws of its jurisdiction of incorporation
or formation, is validly existing and has all necessary corporate power,
authority, and capacity to own its property and assets and to carry on its
business as currently owned and conducted. All of the Company
Subsidiaries and the Company's percentage of ownership of such
Company Subsidiaries are as set out in the Disclosure Letter. All of the
outstanding shares of the Company Subsidiaries which are held directly
or indirectly by the Company are validly issued, fully paid and nonassessable and are owned directly or indirectly by the Company free
and, except as set out in the Disclosure Letter, clear of any
Encumbrances. Except as disclosed in the Disclosure Letter, the
Company does not hold any equity interest, or right to acquire an equity
interest, in any person, other than its interests in the Company
Subsidiaries.

(ii)

The Company and each Company Subsidiary is duly qualified or licensed
to do business and is in good standing in each jurisdiction where the
character of the properties owned, leased or operated by it or the
nature of its business makes such qualification or licensing necessary,
except where the failure to be so qualified, licensed or in good standing
has not had or would not reasonably be expected to have, individually
or in the aggregate, a Material Adverse Effect in respect of the
Company.

Capitalization:
(i)
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The authorized capital of the Company consists of an unlimited number
of Common Shares. As at the date of this Agreement, 105,691,485
Common Shares are issued and outstanding. As at the date of this
Agreement, there are outstanding options to acquire an aggregate of up
to 8,118,000 Common Shares, all of which are or will become
exercisable upon the making of the Offer. Except for the options
referred to in the preceding sentence and the rights issued pursuant to
the Shareholder Rights Plan, there are no options, warrants, conversion
privileges or other rights, agreements, arrangements or commitments
(pre-emptive, contingent or otherwise) obligating the Company or any
Company Subsidiary to issue or sell any shares of the Company or any
Company Subsidiary or securities or obligations of any kind convertible
into or exchangeable or exercisable for any shares of the Company or
any Company Subsidiary.

Page 35

(c)
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(ii)

The Company has provided to Offeror, for all of the outstanding options
as at the date of this Agreement, a true and complete list setting out the
name of each holder of an option, the number of options held by such
person and the exercise price, date of grant and expiry date of each
such option, as well as a true and complete copy of the form of stock
option plan of the Company effective November 29, 2002.

(iii)

All outstanding Common Shares and the Common Shares to be issued
on the exercise of options have been duly authorized. The outstanding
Common Shares are, and the Common Shares to be issued on the
exercise of Options will be when issued, validly issued and outstanding
as fully paid and non-assessable shares, free of pre-emptive rights.

(iv)

A true and complete copy of the Shareholder Rights Plan has been
provided to Offeror on or before the date of this Agreement.

(v)

There are no outstanding bonds, debentures or other evidences of
indebtedness of the Company or any Company Subsidiary having the
right to vote (or that are convertible for or exercisable into securities
having the right to vote) with the holders of the Common Shares on any
matter. There are no outstanding obligations of the Company or any
Company Subsidiary to repurchase, redeem or otherwise acquire any
outstanding Common Shares or with respect to the voting or disposition
of any outstanding securities of the Company or any Company
Subsidiary. No holder of securities issued by the Company or any
Company Subsidiary has any right to compel the Company to register or
otherwise qualify securities for public sale in Canada, the United States
or elsewhere.

Authority and No Violation:
(i)

The Company has the necessary corporate power, authority and
capacity to enter into this Agreement and to perform its obligations
hereunder. The execution and delivery of this Agreement by the
Company has been duly authorized by the Board of Directors and no
other corporate proceedings on its part are necessary to authorize this
Agreement. This Agreement has been duly executed and delivered by
the Company and constitutes a legal, valid and binding obligation of the
Company, enforceable against it in accordance with its terms, subject to
bankruptcy, insolvency and other applicable Laws affecting creditors'
rights generally, and to general principles of equity.

(ii)

Except as disclosed in the Disclosure Letter, the authorization of
Agreement, the execution and delivery by the Company of
Agreement and the performance by it of its obligations under
Agreement, and, once authorized, the Support Agreement, and
consummation of the Contemplated Transactions will not:

this
this
this
the
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A.
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result (with or without notice or the passage of time) in a
violation or breach of or constitute a default under, require an
Authorization to be obtained under or give rise to any third
party right of termination, amendment, cancellation,
acceleration, penalty or payment obligation or right of purchase
or sale or pre-emptive or participation right under, any
provision of:
I.

its or any Company Subsidiary's articles, by-laws or
other charter documents, the agreements among the
shareholders of any Company Subsidiary or the
agreements covering any of the Company's material
joint ventures;

II.

any applicable Laws, except to the extent that the
violation or breach of, under, any applicable Laws,
would not, individually or in the aggregate, reasonably
be expected to have a Material Adverse Effect in
respect of the Company;

III.

any note, bond, mortgage, indenture, instrument,
contract, agreement, lease, Authorization or
government grant to which the Company or any
Company Subsidiary is party or by which it is bound,
except as would not, individually or in the aggregate,
reasonably be expected to have a Material Adverse
Effect in respect of the Company; or

IV.

any judgment, decree, order or award of any
Governmental Entity or arbitrator;

B.

give rise to any right of termination, amendment, acceleration
or cancellation of indebtedness of the Company or any
Company Subsidiary, or cause any such indebtedness to come
due before its stated maturity, or cause any available credit of
the Company or any Company Subsidiary to cease to be
available, or cause any security interest in any assets of the
Company or any Company Subsidiary to become enforceable or
realizable, except as would not, individually or in the aggregate,
reasonably be expected to have a Material Adverse Effect in
respect of the Company;

C.

give rise to any rights of first refusal or trigger any change in
control provisions or any restriction or limitation under any such
note, bond, mortgage, indenture, contract, agreement,
Authorization or government grant, except as would not,
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individually or in the aggregate, reasonably be expected to have
a Material Adverse Effect in respect of the Company; or
D.

(iii)

(d)

result in the imposition of any Encumbrance upon any assets of
the Company or any Company Subsidiary, except as would not,
individually or in the aggregate, reasonably be expected to have
a Material Adverse Effect in respect of the Company.

No consent, approval, order or authorization of, or registration,
declaration or filing with, any Governmental Entity is required to be
obtained by the Company in connection with this Agreement, the
entering into of the Support Agreement and the consummation of the
transactions contemplated by the Offer and this Agreement other than
the requirement to prepare and file this Agreement and the Support
Agreement together with related continuous disclosure filings and the
Directors’ Circular and except for such authorizations, consents,
approvals and filings as to which the failure to obtain or make would
not, individually or in the aggregate, prevent or materially delay
consummation of the transactions contemplated by this Agreement.

Public Filings:
The Company has filed all material documents or information required to be
filed by it under Applicable Securities Laws since January 1, 2009 (the “Company
Public Documents”). Except as disclosed in the Disclosure Letter, all of the
Company Public Documents, as of their respective dates, did not contain any
untrue statement of a material fact or omit to state a material fact required to
be stated therein or necessary to make the statements therein, in light of the
circumstances under which they were made, not misleading. All of the
Company Public Documents, as of their respective dates (and as of the dates of
any amendments thereto), complied as to both form and content in all material
respects with the requirements of Applicable Securities Laws or were amended
on a timely basis to correct deficiencies identified by securities commissions or
similar securities regulatory authorities. All of the Company Public Documents
are publicly available on SEDAR. The Company has not filed any confidential
material change report with any securities regulatory authority that at the date
hereof remains confidential.

(e)

Mineral Reserves and Resources:
The estimated proven and probable mineral reserves and estimated indicated,
measured and inferred mineral resources disclosed in the Company Public
Documents since January 1, 2009 have been prepared and disclosed in all
material respects in accordance with the requirements set forth in National
Instrument 43-101 – Standards of Disclosure for Mineral Projects and all
applicable Laws. There has been no material reduction in the aggregate amount
of estimated mineral reserves, estimated mineral resources or mineralized
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material of the Company and the Company Subsidiaries, taken as a whole, from
the amounts disclosed in the Company Public Documents since January 1, 2009.
Except as disclosed in the Disclosure Letter, all material drill results have been
disclosed in the Company Public Documents filed (and available on SEDAR) on or
before the date hereof.
(f)

Financial Statements:
The audited consolidated financial statements of the Company (including any
related notes thereto) for the fiscal year ended December 31, 2009 and the
interim consolidated financial statements of the Company (including any related
notes thereto) for the period ended June 30, 2010 have been prepared in
accordance with Canadian generally accepted accounting principles or
interpretations thereof (“GAAP”) and all applicable Laws and present fairly, in
all material respects, the assets, liabilities (whether accrued, absolute,
contingent or otherwise), financial position and results of operations of the
Company and the Company Subsidiaries on a consolidated basis as at December
31, 2009 and June 30, 2010, as applicable, and for the periods covered thereby
applied on a basis consistent with the immediately prior period and throughout
the periods indicated (except as may be indicated expressly in the notes
thereto) and, in the case of unaudited statements, subject to normal, recurring
period-end adjustments that are not material. Such financial statements reflect
appropriate and adequate reserves in accordance with GAAP in respect of
contingent liabilities, if any, of the Company and the Company Subsidiaries on a
consolidated basis.

(g)

Liabilities and Indebtedness:
Except as disclosed in the Disclosure Letter, neither the Company nor any of the
Company Subsidiaries has any material liabilities or obligations of any nature
(whether accrued, absolute, contingent or otherwise), except for: (i) liabilities
and obligations that are specifically disclosed on the audited balance sheet of
the Company as at June 30, 2010 or in the notes thereto; or (ii) liabilities and
obligations incurred in the ordinary course of business consistent with past
practice since June 30, 2010 that are not and would not, individually or in the
aggregate with all other liabilities and obligations of the Company and the
Company Subsidiaries (other than those disclosed on the balance sheet of the
Company at June 30, 2010), reasonably be expected to have a Material Adverse
Effect in respect of the Company, or, as a consequence of the consummation of
this Agreement, have a Material Adverse Effect in respect of the Company.
Except as disclosed in the Disclosure Letter, neither the Company nor any of the
Company Subsidiaries has any material obligation to issue any debt securities, or
guarantee, endorse or otherwise become responsible for, the obligations of any
other person.
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(h)

No Brokers:
Except for the fee to be paid to GMP Securities L.P. pursuant to its engagement
letter with the Company, a true and complete copy of which has been delivered
to Offeror, the Company has not agreed to pay any brokerage fees, finder's fees,
financial advisory fees, agent's commissions or other similar forms of
compensation in connection with the Offer or any similar transaction.

(i)

Books and Records:
(i)

(j)

The financial books, records and accounts of the Company and each of
the Company Subsidiaries in all material respects:
A.

have been maintained in accordance with accounting principles
generally accepted in the country of domicile of each such
entity on a basis consistent with prior years, except that, in
order to transition to International Financial Reporting
Standards as required by and in accordance with applicable
Laws, the Company has begun to maintain certain financial
records and accounts in accordance with International Financial
Reporting Standards;

B.

are stated in reasonable detail and accurately and fairly reflect
the material transactions and dispositions of the assets of the
Company and the Company Subsidiaries; and

C.

accurately and fairly reflect the basis for the Company financial
statements.

(ii)

The Company's and the Company Subsidiaries' corporate minute books
contain minutes of all meetings and resolutions of the directors and
securityholders held.

(iii)

The Company has provided to Offeror, on or before the date hereof, a
true and complete copy of the minute books of the Company (including,
without limitation, all meetings of the management committee and any
other committees of the Company) since January 1, 2009.

Non-Competition Agreements:
Except as disclosed in the Disclosure Letter, neither the Company nor any
Company Subsidiary is a party to or bound by any non-competition agreement
or any other agreement or obligation which purports to limit the manner or
localities in which all or any material portion of the business of the Company
and the Company Subsidiaries is or would be conducted.
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(k)

Absence of Certain Changes or Events:
Since June 30, 2010, except as disclosed in the Company Public Documents filed
(and available on SEDAR) on or before the date hereof or in the Disclosure
Letter, and other than for the purposes of the transactions contemplated
herein:

(l)

(i)

the Company and each of the Company Subsidiaries has conducted its
business only in the ordinary course of business consistent with past
practice;

(ii)

there has not occurred one or more changes, events or occurrences
which would, individually or in the aggregate, be reasonably likely to
result in a Material Adverse Effect in respect of the Company;

(iii)

neither the Company nor any Company Subsidiary has incurred any
liabilities or obligations of any nature (whether accrued, absolute,
contingent or otherwise) which would, individually or in the aggregate,
reasonably be expected to result in a Material Adverse Effect in respect
of the Company;

(iv)

there has not been any incurrence, assumption or guarantee by the
Company or any Company Subsidiary of any debt for borrowed money,
any creation or assumption by the Company or any Company Subsidiary
of any Encumbrance, or any making by the Company or any Company
Subsidiary of any loan, advance or capital contribution to or investment
in any other person, which would, individually or in the aggregate,
reasonably be expected to result in a Material Adverse Effect in respect
of the Company; and

(v)

the Company has not effected any change in its accounting methods,
principles or practices.

No Default:
Neither the Company nor any of the Company Subsidiaries, nor, to the
knowledge of the Company, any other party thereto, is in default under, and
there exists no event, condition or occurrence which, after notice or lapse of
time or both, would constitute such a default or would trigger a right of
termination under: (i) any note, bond, mortgage, indenture or other instrument
evidencing any indebtedness to which the Company or any Company Subsidiary
is a party; or (ii) any other contract, agreement, lease, letter of intent, offer,
Authorization or government grant or other instrument or obligation, which
would individually or in the aggregate, be reasonably expected to have a
Material Adverse Effect in respect of the Company.
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(m)

Litigation:
(i)

(ii)

(n)

Except as disclosed in the Company Public Documents or in the
Disclosure Letter, there is no claim, action, proceeding or, to the
knowledge of the Company, investigation that has been commenced or
is pending or, to the knowledge of the Company, threatened against the
Company or any Company Subsidiary or affecting any of its property or
assets before any Governmental Entity which, if determined adversely
to the Company or the Company Subsidiary, as the case may be, would,
individually or in the aggregate:
A.

reasonably be expected to result in liability to the Company or
any Company Subsidiary in excess of $100,000 or have a
Material Adverse Effect in respect of the Company, nor is the
Company aware of any existing ground on which any such claim,
action, proceeding or investigation might be commenced with
any reasonable likelihood of success (provided that the
representation in this section shall not apply to claims, actions,
proceedings, or investigations which may arise after the date of
this Agreement which do not have a reasonable prospect of
succeeding, or, if successful, would not give rise to, nor
reasonably be expected to give rise to, a Material Adverse Effect
in respect of the Company); or

B.

reasonably be expected to prevent or materially delay the
consummation of the Contemplated Transactions.

Except as disclosed in the Company Public Documents filed (and
available on SEDAR) on or before the date hereof, neither the Company
nor any of the Company Subsidiaries, nor any of their respective assets
and properties, is subject to any outstanding judgment, order, writ,
injunction or decree which would reasonably be expected to have a
Material Adverse Effect in respect of the Company or to prevent or
materially delay the consummation of the Contemplated Transactions.

Compliance with Laws:
The Company and the Company Subsidiaries have complied with and are not in
violation of any applicable Laws, other than non-compliance or violations which
would not, individually or in the aggregate, reasonably be expected to have a
Material Adverse Effect with respect to the Company, or which would not
materially impair the ability of the Company to perform its obligations
hereunder or reasonably be expected to prevent or materially delay the
consummation of the Contemplated Transactions.
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(o)
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Employment Matters:
(i)

Except as disclosed in the Company Public Documents or in the
Disclosure Letter, no person is a party to or a participant in any
agreement, arrangement, plan, obligation or understanding providing
for severance or termination or other payments in connection with the
termination of the employment or engagement of, or resignation of,
any director, officer or employee of, or independent contractor to, the
Company or any Company Subsidiary following a change of control of
the Company (other than statutory severance obligations) and there are
no written or oral agreements, arrangements, plans, obligations or
understandings providing for severance or termination or other
payments in connection with the termination of the employment or
engagement of, or resignation of, any director, officer or employee of,
or independent contractor to, the Company or any Company Subsidiary
following a change of control of the Company.

(ii)

Except as disclosed in the Disclosure Letter, neither the Company nor
any Company Subsidiary is a party to any employment, engagement or
similar agreement with any director or officer of the Company or any
Company Subsidiary.

(iii)

Except as disclosed in the Company Public Documents or in the
Disclosure Letter, the Company has not declared or paid, or committed
to declare or pay, any amount to any person in respect of a
performance or incentive or other bonus in respect of all or any part of
its fiscal year ended on December 31, 2009 or its fiscal year ending on
December 31, 2010 or in connection with the completion of the
transactions contemplated by the Offer and this Agreement.

(iv)

Neither the Company nor any Company Subsidiary is subject to any
claim for wrongful dismissal, constructive dismissal or any other claim,
actual or threatened, or any litigation, actual or threatened, relating to
its employees or independent contractors (including, without limitation,
any termination of such persons) other than those claims or such
litigation as would individually or in the aggregate not have a Material
Adverse Effect in respect of the Company or which are disclosed in the
Company Public Documents.

(v)

Except as disclosed in the Disclosure Letter, neither the Company nor
any Company Subsidiary is a party to any collective bargaining
agreement or subject to any application for certification or threatened
or apparent union-organizing campaign and there are no current,
pending or threatened strikes, lockouts or other labour disputes or
disruptions at the Company or any Company Subsidiary.
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(vi)

(p)

Neither the Company nor any Company Subsidiary has any pension plan
(excluding statutory benefit plans that the Company or any of the
Company Subsidiaries are required to participate in or comply with in
the Dominican Republic).

Tax Matters:
Except in each case as would not, individually or in the aggregate, result in a
Material Adverse Effect with respect to the Company or otherwise as specifically
described in the Disclosure Letter:
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(i)

The Company and each of the Company Subsidiaries has duly and in a
timely manner filed all material tax returns required to be filed by it and
all such returns are correct and complete in all material respects and
fully disclose the income and expenses as required or permitted by
applicable Law. The Company and each of the Company Subsidiaries
has paid on a timely basis all Taxes, including, without limitation,
instalments, which are due and payable, and has paid all assessments
and reassessments, and all other taxes, governmental charges,
penalties, interest and fines due and payable by it on or before the date
hereof, other than those which are being contested in good faith and in
respect of which reserves have been provided in the most recently
published financial statements of the Company. Adequate provision has
been made on the consolidated financial statements of the Company
for amounts at least equal to the amount of all Taxes assessed and all
Taxes owing by any of the Company or any Company Subsidiary that are
not yet due and payable and that relate to periods ending on or prior to
the date of this Agreement, including, without limitation, income taxes
and related deferred taxes, in conformity with GAAP and all other
applicable accounting rules and principles. Except as disclosed in the
Company Public Documents filed (and available on SEDAR) on or before
the date hereof, no deficiencies exist or have been asserted with
respect to Taxes of the Company or any Company Subsidiary and there
are no actions, suits, proceedings, investigations or claims outstanding,
pending or, to the knowledge of the Company, threatened against the
Company or any of the Company Subsidiaries in respect of Taxes or
assessments or any matters under discussion with any Governmental
Entity relating to Taxes or assessments asserted by any such authority.

(ii)

Neither the Company nor any Company Subsidiary is party to any
material tax sharing agreement, tax indemnification agreement or other
agreement or arrangement relating to Taxes with any person (other
than the Company or any Company Subsidiary).

(iii)

The Company and each Company Subsidiary has withheld from each
payment made to all of its current and former officers, directors and
employees, and from each other payment of any nature made to any
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person, the amount of all Taxes including, without limitation, income
tax and other deductions required to be withheld therefrom and has
paid the same to the applicable Governmental Entity within the time
required under applicable law.
(iv)
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Neither the Company nor any Company Subsidiary has requested, or
entered into any agreement or other arrangement or executed any
waiver providing for, any extension of time within which:
A.

to file any elections, designations or similar filings relating to
any Taxes for which the Company or any Company Subsidiary is
or may be liable;

B.

the Company or any Company Subsidiary is required to pay or
remit any Taxes or amounts on account of Taxes (other than any
Taxes being appealed); or

C.

any Governmental Entity may assess or collect any Taxes for
which the Company of any Company Subsidiary is or may be
liable.

(v)

The Company has furnished or made available to Offeror complete and
accurate copies of all material Tax returns, and any amendments
thereto, filed by the Company or any Company Subsidiary for the
preceding three taxable years.

(vi)

The Company has furnished or made available to Offeror its best
estimate of the adjusted cost base of all issued and outstanding shares
in the capital stock of any Company Subsidiary owned by the Company
and computed in accordance with the provisions of the Income Tax Act
(Canada).

(vii)

To the knowledge of the Company, no transaction or arrangement
between the Company and any person with whom the Company was
not dealing at arm’s length, within the meaning of the Income Tax Act
(Canada), involving the acquisition, delivery, disposition or provision of
property or services or the right to use property or services, has taken
place for consideration that is other than the fair market value of such
property, services or right to use property or services and each such
transaction or arrangement was made on arm’s length terms and
conditions.

(viii)

There are no circumstances existing and no transactions or series of
transactions or events has occurred which has resulted or which could
result in the application of sections 78-80.04 of the Income Tax Act
(Canada) or any equivalent provincial Tax Law to the Company or any
Company Subsidiary.
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(q)

Insurance:
The Company and each of the Company Subsidiaries maintains or causes to be
maintained insurance, naming the Company as an insured, of the types and in
amounts customary and usual for persons engaged in a business similar to that
carried out by the Company and the Company Subsidiaries.

(r)

(s)

Material Contracts:
(i)

Except as set forth in the Disclosure Letter, there is no contract (or
amendment thereto) to which the Company or a Company Subsidiary is
a party or by which any of them or their respective properties or assets
are bound that is a contract or group of related contracts that involves
payment to or by the Company or a Company Subsidiary of more than
$100,000 per annum in the case of contracts with a duration of more
than one year or is a contract that involves payment to or by the
Company or a Company Subsidiary of more than $2,000,000 in the case
of contracts with a duration of less than one year (other than contracts
with suppliers and customers entered into in the ordinary course of
business) (the "Material Contracts").

(ii)

Except as set forth in the Disclosure Letter, all Material Contracts are
legal, valid, binding and in full force and effect and are enforceable by
the Company or any Company Subsidiary in accordance with their
respective terms (subject to bankruptcy, insolvency and other
applicable Laws affecting creditors' rights generally, and to general
principles of equity) and are the product of fair and arm's length
negotiations between the parties thereto. The Company and each
Company Subsidiary has performed in all material respects all respective
obligations required to be performed by them to date under the
Material Contracts and are not, and are not to the knowledge of the
Company alleged to be, (with or without the lapse of time or the giving
of notice, or both) in breach or default in any material respect
thereunder.

(iii)

A true and complete copy of each Material Contract has been provided
by the Company to Offeror on or before the date hereof.

Related Party Transactions:
Except as disclosed in the Company Public Documents filed (and available on
SEDAR), neither the Company nor any of the Company Subsidiaries is indebted
to any director, officer, employee or agent of, or independent contractor to, the
Company or any of the Company Subsidiaries or any of their respective affiliates
or associates (except for amounts due as normal salaries and bonuses and in
reimbursement of ordinary expenses). Except as disclosed in the Company
Public Documents filed (and available on SEDAR), on or before the date hereof,
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no director, officer, employee or agent of the Company or any of the Company
Subsidiaries or any of their respective affiliates or associates is a party to any
loan, contract, arrangement or understanding or other transactions with the
Company or any of the Company Subsidiaries required to be disclosed pursuant
to Applicable Securities Laws.
(t)

Property and Mineral Rights; Operations:
(i)
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With respect to the Company's material real property (collectively, the
"Property") and material mineral interests and rights (including, without
limitation, any material claims, concessions, exploration licences,
exploitation licences, mining leases or prospecting permits, which shall
include, without limitation, the licenses set out in the Disclosure Letter)
(collectively, the "Mineral Rights"), all of which are described in the
Disclosure Letter, except as disclosed in the Disclosure Letter and except
where it would not reasonably be expected to have a Material Adverse
Effect in respect of the Company:
A.

The Company or a Company Subsidiary is the sole legal and
beneficial owner of all right, title and interest in and to the
Property and the Mineral Rights, free and clear of any
Encumbrances;

B.

all of the Mineral Rights have been properly located and
recorded in compliance with applicable Law and are comprised
of valid and subsisting mineral claims;

C.

the Property and the Mineral Rights are in good standing under
applicable Law and, to the knowledge of the Company, all work
required to be performed and filed in respect thereof has been
performed and filed, all taxes, rentals, fees, expenditures and
other payments in respect thereof have been paid or incurred
and all filings in respect thereof have been made;

D.

there is no adverse claim against or challenge to the title to or
ownership of the Property or any of the Mineral Rights;

E.

the Company or a Company Subsidiary has the exclusive right to
deal with the Property and all of the Mineral Rights;

F.

no person other than the Company and Company Subsidiaries
has any interest in the Property or any of the Mineral Rights or
the production or profits therefrom or any royalty in respect
thereof or any right to acquire any such interest;
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(ii)

(u)

G.

there are no back-in rights, earn-in rights, rights of first refusal
or similar provisions or rights which would affect the Company's
interest in the Property or any of the Mineral Rights;

H.

there are no material restrictions on the ability of the Company
and the Company Subsidiaries to use, transfer or exploit the
Property or any of the Mineral Rights, except pursuant to
applicable Laws;

I.

neither the Company nor any Company Subsidiary has received
any notice, whether written or oral, from any Governmental
Entity of any revocation or intention to revoke any interest of
the Company in any of the Property or any of the Mineral
Rights; and

J.

the Company and the Company Subsidiaries have all surface
rights, including, without limitation, fee simple estates, leases,
easements, rights of way and permits or licences operations
from landowners or Governmental Entities permitting the use
of land by the Company and the Company Subsidiaries, and
mineral interests that are required to exploit the development
potential of the Property and the Mineral Rights as
contemplated in the Company Public Documents filed (and
available on SEDAR) on or before the date hereof and no third
party or group holds any such rights that would be required by
the Company to develop the Property or any of the Mineral
Rights as contemplated in the Company Public Documents filed
(and available on SEDAR) on or before the date hereof.

All mines located in or on the lands of the Company or any Company
Subsidiary, or lands pooled or unitized therewith, which have been
abandoned by the Company or any Company Subsidiary, have been
abandoned in accordance with good mining practices and in compliance
with all applicable Laws.

Authorizations:
Except as disclosed in the Disclosure Letter, the Company and each Company
Subsidiary possess all Authorizations, including, without limitation, water rights,
necessary to properly conduct their respective businesses. The Authorizations,
including, without limitation, water rights, obtained or to be obtained by
Company or any Company Subsidiary that are necessary or desirable to develop
the Property and the Mineral Rights in the manner contemplated in the
Company Public Documents filed (and available on SEDAR) on or before the
date hereof, including, without limitation, Authorizations relating to the
construction and operation of required infrastructure and mine workings and
water barrage facilities, are consistent with those outlined in the Company
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Public Disclosure. Each Authorization obtained by the Company or any
Company Subsidiary is in full force and effect and not subject to any dispute.
The Company and the Company Subsidiaries are in compliance with each of
such Authorizations, except for such non-compliance as would not, individually
or in the aggregate, reasonably be expected to have a Material Adverse Effect
with respect to the Company, or would not reasonably be expected to
materially impair the ability of Company to perform its obligations hereunder or
prevent or materially delay the consummation of the Contemplated
Transactions. No event has occurred which, with the giving of notice, lapse of
time or both, could constitute a default under, or in respect of, any of such
Authorizations. The Company has no reason to believe that the Authorizations
required to be obtained by the Company or any Company Subsidiary in order to
develop the Property and the Mineral Rights in the manner contemplated in the
Company Public Documents filed (and available on SEDAR) on or before the
date hereof will not be obtained in the ordinary course and without undue
delay.
(v)

Environmental:
Except for any matters that, individually or in the aggregate, could not
reasonably be expected to have a Material Adverse Effect in respect of the
Company or as described in the Disclosure Letter:

TOR_H2O:5698175.10

(i)

all facilities and operations of the Company and the Company
Subsidiaries have been conducted, and are now, in material compliance
with all material environmental Laws;

(ii)

the Company and the Company Subsidiaries are in possession of, and in
compliance with, all environmental approvals, consents, waivers,
permits, orders and exemptions required to own, lease and operate its
Property and Mineral Rights and to conduct its business as it is now
being conducted;

(iii)

no environmental, reclamation or closure obligation, demand, notice,
work order or other liabilities presently exist with respect to any portion
of any currently or formerly owned, leased, used or otherwise
controlled property, interests and rights or relating to the operations
and business of the Company and the Company Subsidiaries and, to the
knowledge of the Company, there is no basis for any such obligations,
demands, notices, work orders or liabilities to arise in the future as a
result of any activity in respect of such property, interests, rights,
operations and business;

(iv)

neither the Company nor any Company Subsidiary is subject to any
proceeding, application, order or directive which relates to
environmental, health or safety matters, and which may require any
material work, repairs, construction or expenditures;
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(w)

(v)

to the knowledge of the Company, there are no actual changes in the
status, terms or conditions of any environmental approvals, consents,
waivers, permits, orders and exemptions held by the Company or any
Company Subsidiary or any renewal, modification, revocation,
reassurance, alteration, transfer or amendment of any such
environmental approvals, consents, waivers, permits, orders and
exemptions, or any review by, or approval of, any Governmental Entity
of such environmental approvals, consents, waivers, permits, orders and
exemptions that are required in connection with the execution or
delivery of this Agreement, the consummation of the transactions
contemplated herein or the continuation of the business of the
Company or any Company Subsidiary following the Expiry Time;

(vi)

the Company and the Company Subsidiaries have made available to
Offeror all material audits, assessments, investigation reports, studies,
plans, regulatory correspondence and similar information with respect
to environmental matters; and

(vii)

the Company and the Company Subsidiaries are not subject to any past
or present fact, condition or circumstance that could reasonably be
expected to result in any liability under any environmental laws, to the
Company's knowledge.

Disclosure Controls and Procedures:
The Company has devised and maintained a system of disclosure controls and
procedures designed to ensure that information required to be disclosed by the
Company under Applicable Securities Laws is recorded, processed, summarized
and reported within the time periods specified in the Applicable Securities Laws.
Such disclosure controls and procedures include, without limitation, controls
and procedures designed to ensure that information required to be disclosed by
the Company in the Company Public Documents is accumulated and
communicated to the management of the Company, including, without
limitation, its principal executive and principal financial officers, or persons
performing similar functions, as appropriate to allow timely decisions regarding
required disclosure.

(x)

Internal Control Over Financial Reporting:
The Company maintains internal control over financial reporting. Such internal
control over financial reporting is effective in providing reasonable assurance
regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with GAAP and includes policies
and procedures that: (i) pertain to the maintenance of records that in
reasonable detail accurately and fairly reflect the transactions and dispositions
of the assets of the Company and the Company Subsidiaries; (ii) provide
reasonable assurance that transactions are recorded as necessary to permit
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preparation of financial statements in accordance with GAAP, and that receipts
and expenditures of the Company and the Company Subsidiaries are being
made only in accordance with authorizations of management and directors of
the Company and the Company Subsidiaries; and (iii) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition,
use or disposition of the assets of the Company or the Company Subsidiaries
that could have a material effect on its financial statements. To the knowledge
of the Company, prior to the date of this Agreement: (A) there are no significant
deficiencies in the design or operation of, or material weaknesses in, the
internal controls over financial reporting of the Company that are reasonably
likely to adversely affect the ability of Offeror to record, process, summarize and
report financial information, and (B) there is no fraud, whether or not material,
that involves management or other employees who have a significant role in the
internal control over financial reporting of the Company. Since June 30, 2010,
the Company has received no (x) material complaints from any source regarding
accounting, internal accounting controls or auditing matters or (y) expressions
of concern from employees of the Company regarding questionable accounting
or auditing matters.
(y)

Stock Exchange Compliance:
The Company is in compliance in all material respects with the applicable listing
and corporate governance rules and regulations of the Toronto Stock Exchange.

(z)

Reporting Issuer Status:
As at the date hereof the Company is a reporting issuer not in default under the
securities laws of the Provinces of British Columbia, Alberta, Ontario and
Quebec.

TOR_H2O:5698175.10

Appendix 4

Schedule “C”
REPRESENTATIONS AND WARRANTIES OF OFFEROR
(a)

Organization: Offeror is a corporation duly registered under the laws of
Commonwealth of Australia. Offeror is validly existing and has all necessary
corporate power, authority and capacity to own its property and assets and to
carry on its business as currently owned and conducted. Other than as
contemplated by this Agreement and the Lock-Up Agreements, Offeror does not
hold any interest or the right to acquire any interest in any securities of the
Company or any of the Company Subsidiaries.

(b)

Authority and No Violation:
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(i)

Offeror has the necessary corporate power, authority and capacity to
enter into this Agreement and to perform its obligations hereunder.
The execution and delivery of this Agreement by Offeror have been duly
authorized by the board of directors of Offeror and no other corporate
proceedings on its part are necessary to authorize this Agreement. This
Agreement has been duly executed and delivered by Offeror and
constitutes a legal, valid and binding obligation of Offeror, enforceable
against it in accordance with its terms, subject to bankruptcy, insolvency
and other applicable laws affecting creditors' rights generally, and to
general principles of equity;

(ii)

the authorization of this Agreement, the execution and delivery by
Offeror of this Agreement and the performance by Offeror of its
obligations under this Agreement, and, once authorized, the Support
Agreement, the consummation of the Offer, any Compulsory Acquisition
and any Subsequent Acquisition Transaction, will not result (with or
without notice or the passage of time) in a violation or breach of or
constitute a default under any provision of:
A.

the constating documents of Offeror;

B.

any applicable Laws, except to the extent that the violation or
breach of, under, any applicable Laws, would not, individually or
in the aggregate, reasonably be expected to materially
adversely affect the ability of Offeror to perform its obligations
under this Agreement;

C.

any note, bond, mortgage, indenture, contract, licence, permit
or government grant to which Offeror is party or by which it is
bound, except as would not, individually or in the aggregate,
reasonably be expected to materially adversely affect the ability
of Offeror to perform its obligations under this Agreement; or

D.

any judgment, decree, order or award of any Governmental
Entity or arbitrator.
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(iii)

No consent, approval, order or authorization of, or declaration or filing
with, any Governmental Entity (including the Australian Securities
Exchange) or any shareholder of Offeror is required to be obtained by
Offeror in connection with this Agreement, the entering into of the
Support Agreement and the consummation of the transactions
contemplated by the Offer and this Agreement other than those set
forth in paragraphs (i), (ii) and (iii) of Section (b) of Schedule “D” to this
Agreement and except for such consents, approvals, orders or
authorizations, or declarations or filings, as to which the failure to
obtain or make would not, individually or the in aggregate, prevent or
materially delay the consummation of the transactions contemplated
by the Offer and this Agreement.

(c)

Litigation: There is no claim, action, proceeding or, to the knowledge of Offeror,
investigation that has been commenced or is pending or, to the knowledge of
Offeror, threatened against Offeror or affecting any of its property or assets
before any Governmental Entity which could reasonably be expected to prevent
or materially delay the transaction contemplated by this Agreement including,
without limitation, the execution of the Support Agreement or the
consummation of the Offer, the Compulsory Acquisition or a Subsequent
Acquisition Transaction.

(d)

Financing Arrangements: Offeror is in the process of making, and will have
arranged and completed prior to entering of the Support Agreement and the
making of the Offer to Shareholders, adequate borrowing arrangements in the
amount up to the full amount required for the making of the Offer to ensure
that, upon satisfaction of the conditions of the Offer, it will have sufficient cash
on hand and available under such arrangements to effect payment in full of the
consideration for all of the Common Shares acquired pursuant to the Offer and
any other payment amount required pursuant to the Support Agreement and
the Offer including, without limitation, the Contemplated Transactions. Offeror
has received all requisite approvals relating to the necessary applications
relating to the aforementioned borrowing arrangements including, without
limitation, the amount sought and the general nature of the financing structure
and its board of directors have been made aware of the current status of all
matters related thereto.
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Appendix 4
Schedule “D”
CONDITIONS OF THE OFFER
Notwithstanding any other provision of the Agreement to which this schedule is attached,
Offeror shall have the right to withdraw the Offer and not take up and pay for, or extend the
period of time during which the Offer is open and postpone taking up and paying for, any
Common Shares deposited under the Offer unless all of the following conditions are satisfied or
waived by Offeror at or prior to the Expiry Time:
(a)

there shall have been validly deposited pursuant to the Offer and not
withdrawn at the Expiry Time that number of Common Shares which constitutes
at least 66⅔% of the Common Shares outstanding calculated on a fully-diluted
basis (the "Minimum Tender Condition");

(b)

all requisite government and regulatory approvals, waiting or suspensory
periods (and any extensions thereof), waivers, permits, consents, reviews,
sanctions, orders, rulings, decisions, declarations, certificates and exemptions
(including, without limitation, those of any stock exchanges or other securities
or regulatory authorities) that are necessary or advisable to complete the Offer,
any Compulsory Acquisition or any Subsequent Acquisition Transaction
(including, without limitation, the approvals required to be obtained from
certain Government Entities of The People’s Republic of China in order for
Offeror to complete the transaction contemplated by this Agreement which in
the case of The People’s Republic of China shall consist solely of: (i) the National
Development and Reform Commission of The People’s Republic of China; (ii) the
State Administration of Foreign Exchange and (iii) the Ministry of Commerce of
The People’s Republic of China (the “PRC Approvals”)) shall have been obtained,
received or concluded or, in the case of waiting or suspensory periods, expired
or been terminated, each on terms and conditions satisfactory to Offeror, acting
reasonably;

(c)

this Agreement shall not have been terminated by the Company or by Offeror in
accordance with its terms;

(d)

no act, action, suit or proceeding shall have been taken or threatened in writing
before or by any Governmental Entity or by any person (including, without
limitation, any individual, corporation, firm, group or other entity) whether or
not having the force of law, and no law, regulation or policy shall exist or have
been proposed, enacted, entered, promulgated or applied which would be
reasonably expected to, in either case:
(i)
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cease trade, enjoin, prohibit or impose material limitations or
conditions on the purchase by or the sale to Offeror of the Common
Shares, the right of Offeror to own or exercise full rights of ownership of
the Common Shares;
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(ii)

have a Material Adverse Effect in respect of the Company or, if the Offer
were consummated, would reasonably be expected to have a Material
Adverse Effect in respect of Offeror;

(iii)

to materially and adversely affect the ability of Offeror to proceed with
the Offer (or any Compulsory Acquisition or any Subsequent Acquisition
Transaction) and/or take up and pay for any Common Shares deposited
under the Offer;

(iv)

result in seeking to obtain from Offeror or any of the Offeror
Subsidiaries or the Company or any of the Company Subsidiaries any
material damages directly or indirectly in connection with the Offer (or
any Compulsory Acquisition or any Subsequent Acquisition Transaction);
or

(v)

result in seeking to prohibit or limit the ownership or operation by
Offeror of any material portion of the business or assets of the
Company or the Company Subsidiaries or to compel Offeror or the
Offeror Subsidiaries to dispose of or hold separate any material portion
of the business or assets of the Company or any of the Company
Subsidiaries as a result of the Offer (or any Compulsory Acquisition or
any Subsequent Acquisition Transaction);

(e)

there shall not exist any prohibition pursuant to applicable Law (which shall not
for the purposes of this condition include any Laws of The People’s Republic of
China) against Offeror making the Offer or taking up and paying for any
Common Shares deposited under the Offer or completing a Compulsory
Acquisition or any Subsequent Acquisition Transaction;

(f)

no Material Adverse Effect in respect of the Company shall have occurred or
arisen (or, shall have been disclosed to Offeror if not previously disclosed in
writing to the Offer);

(g)

at the Expiry Time, the Company shall have complied in all material respects
with its covenants and obligations under this Agreement to be complied with at
or prior to the Expiry Time (without giving effect to, applying or taking into
consideration any materiality qualification already contained in such covenant
or obligation);

(h)

the representations and warranties of the Company set forth in this Agreement
which are qualified by the expression “Material Adverse Effect” or as to
materiality shall be true and correct in all respects as of the Expiry Time as
though made on and as of the Expiry Time (except for representations and
warranties made as of a specified date, the accuracy of which shall be
determined as of that specified date), and all other representations and
warranties of the Company set forth in this Agreement which are not so
qualified shall be true and correct in all material respects as of the Expiry Time
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as though made on and as of the Expiry Time (except for representations and
warranties made as of a specified date, the accuracy of which shall be
determined as of that specified date), in either case, except where any failure or
failures of any such representations and warranties would not, individually or in
the aggregate, result in an Material Adverse Effect as it relates to the Company;
(i)

Offeror shall have determined in its reasonable discretion that, on terms
satisfactory to Offeror: (i) the Board of Directors shall have waived the
application of the Shareholder Rights Plan to the purchase of Common Shares
by Offeror under the Offer, any Compulsory Acquisition and any Subsequent
Acquisition Transaction; (ii) a cease trade order or an injunction shall have been
issued that has the effect of prohibiting or preventing the exercise of SRP Rights
or the issue of common shares of the Company upon the exercise of the SRP
Rights in relation to the purchase of Common Shares by Offeror under the Offer,
any Compulsory Acquisition or any Subsequent Acquisition Transaction; (iii) a
court of competent jurisdiction shall have ordered that the SRP Rights are illegal
or of no force or effect or may not be exercised in relation to the Offer, any
Compulsory Acquisition or any Subsequent Acquisition Transaction; or (iv) the
SRP Rights and the Shareholder Rights Plan shall otherwise have become or
been held unexercisable or unenforceable in relation to the Common Shares
with respect to the Offer, any Compulsory Acquisition and any Subsequent
Acquisition Transaction and any acquisition of Common Shares pursuant
thereto;

(j)

all outstanding Options will have been exercised in full, cancelled or irrevocably
released, surrendered or waived or otherwise dealt with on terms satisfactory
to Offeror, acting reasonably; and

(k)

each of the Lock-Up Agreements shall have been complied with and shall not
have been terminated.

The foregoing conditions are for the exclusive benefit of Offeror and may be asserted by Offeror
regardless of the circumstances giving rise to any such assertion, including, without limitation,
any action or inaction by Offeror. Offeror may waive any of the foregoing conditions in whole or
in part at any time and from time to time without prejudice to any other rights which Offeror
may have, provided that Offeror may not modify or waive the Minimum Tender Condition to
acquire less than that number of Common Shares such that if taken up, Offeror would hold
50.1% of the Common Shares outstanding ((i) including those Common Shares already held by
or on behalf of Offeror or an affiliate or associate of Offeror and (ii) calculated on a fully-diluted
basis but excluding the Common Shares issuable, but not yet issued, on exercise of Options held
by the Locked-Up Shareholders) without the prior written consent of the Company. If Offeror
waives the Minimum Tender Condition on a date that is less than 10 days prior to the Expiry
Date, it shall extend the Offer for at least such period of time as is necessary to ensure that the
Offer remains open for 10 days from the date of such waiver. The failure by Offeror at any time
to exercise any of the foregoing rights will not be deemed to be a waiver of any such right and
each such right shall be deemed to be an ongoing right which may be asserted at any time and
from time to time.
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