
 
 

OPTION AGREEMENT 

THIS AGREEMENT is executed and made effective the 5th day of November, 2015. 

BETWEEN: 

CLAYTON VALLEY LITHIUM INC. of 3655 West Anthem Way, 
Suite 109 – 293, Anthem, AZ, USA 85086 

(hereinafter referred to as the "Optionor") 
OF THE FIRST PART 

AND: 

1045564 B.C. LTD. of 25th Floor – 700 West Georgia Street, Vancouver, 
BC, Canada V7Y 1B3 

(hereinafter referred to as the "Optionee") 
OF THE SECOND PART 

WHEREAS: 

A. The Optionor is the legal, beneficial and registered holder of a 100% undivided right, title 
and interest in and to the NSP Lithium claims comprised of 77 unpatented placer mining claims covering 
1540 acres in Esmeralda County, Nevada, and more particularly described in Schedule "A" hereto (the 
"Property"); 

B. The parties previously entered into a letter of intent (the "LOI") with respect to the 
Property, pursuant to which the Optionor granted to the Optionee an option (the "Option") to acquire a 
100% interest in the Property, subject to a Royalty (as defined below);  

C. The Optionee has entered into a letter agreement pursuant to which it will amalgamate 
(the "Amalgamation") with Royce Resources Corp. ("Royce") or a subsidiary of Royce and, in result, 
will become a wholly-owned subsidiary of Royce;  

D. Royce is a reporting issuer with its common shares listed on the NEX Board of the TSX 
Venture Exchange (the "Exchange") and the parties wish to provide that upon completion of the 
Amalgamation any common shares issuable to the Optionor pursuant to the terms of this Option 
Agreement will consist of common shares of Royce; and 

E. The parties hereby wish to enter into this Option Agreement with respect to the Property 
to formalize the parties' respective interests and ongoing rights and obligations subject to the terms and 
conditions herein. 

NOW THEREFORE, this Option Agreement witnesses that for good and valuable consideration, the 
receipt and sufficiency of which is acknowledged, the Optionee and Optionor agree as follows: 
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ARTICLE 1 
INTERPRETATION 

1.1 Number and gender.  Words importing the singular number shall include the plural and 
vice versa; words importing gender (or the lack thereof) shall include all genders of lack thereof 
interchangeably; and words importing persons shall include corporations and other business enterprises 
and vice versa. 

1.2 Currency.  Unless otherwise expressly stated, all references to currency in this Option 
Agreement are references to lawful currency of Canada. 

1.3 Headings.  The use of headings in this Option Agreement and the schedules hereto are 
solely for ease of reference and shall not affect the interpretation or the construction of any provision 
hereof. 

1.4 References.  Unless otherwise stated, a reference to an Article, Section or other 
organizational division shall refer to the respective Article, Section or other organizational division of this 
Option Agreement. 

ARTICLE 2 
GRANT OF OPTION 

2.1 Option grant.  Subject to Article 6 hereof, the Optionor hereby grants to the Optionee 
the Option. 

2.2 Option terms.  In order to exercise the Option and acquire an undivided 100% interest in 
the Property, subject only to the Royalty, the Optionee shall: 

(a) Make the following cash and share payments to the Optionor: 

(i) pay US$100,000 in cash on the date, on which the Optionee completes its 
Amalgamation with Royce and cause Royce to issue 1,000,000 common shares of 
Royce (the "Royce Shares") to the Optionee (the "Closing Date");  

(ii) pay an additional US$250,000 in cash on each of the first, second, third and fourth 
anniversaries of the Closing Date; and 

(iii) cause Royce to issue and deliver to the Optionee, in four equal tranches, on each of 
the first, second, third and fourth anniversaries of the Closing Date, that number of 
Royce Shares (less the 1,000,000 Royce Shares issued pursuant to section 2.2(a)(i) 
above) as shall represent, in aggregate, 9.9% of the total Royce Shares issued and 
outstanding as at the Closing Date; 

(b) Subject to sections 2.3 and 3.2 below, the Optionee shall incur exploration expenditures 
on the Property as follows: 

(i) expend a minimum of US$1,000,000 on the Property by the first anniversary of the 
Closing Date; 

(ii) expend a further US$1,500,000 on the Property by the second anniversary of the 
Closing Date; and 
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(iii) expend a further US$2,000,000 on the Property by the third anniversary of the 
Closing Date. 

(c) The Optionee shall prepare and deliver to the Optionor a pre-feasibility study (as defined 
in National Instrument 43-101) on the Property (the "Pre-feasibility Study") on or before 
the fourth anniversary of the Closing Date. 

(d) Upon completion of an Inferred Resource calculation that confirms the presence on the 
Property of a minimum of 100,000 tons lithium carbonate equivalent grading at no lower 
than a 28 parts per million Lithium grade average, the Optionee shall cause Royce to 
issue to the Optionor 1,000,000 Royce Shares. 

(e) Upon completion of an Economic Feasibility Study (as defined below) on the Property, to 
be prepared by the Optionee and delivered to the Optionor, on or before the tenth 
anniversary of the Closing Date, the Optionee will pay to the Opotionor US$2,000,000 in 
cash or in Royce Shares, or a combination thereof, determined at the election ofOptionee.  
For the purposes of this Option Agreement "Economic Feasibility Study" means a 
feasibility study (within the meaning ascribed to that term by the Canadian Institute of 
Mining, Metallurgy and petroleum, as the CIM Definition Standards on Mineral 
Resources and Mineral Reserves adopted by CIM Council, as amended) which 
demonstrates the economic viability of bringing the Property into commercial production.  
In the event that the Optionee elects that Royce Shares be issued for all or a portion of 
such payment, then the number of Royce Shares required to be delivered to the Optionor 
shall be determined by (i) converting the US dollar amount to be so paid into Canadian 
dollars based on the Bank of Canada's daily noon exchange rate as of the date of 
completion of such economic feasibility study (or if such day is not a business day for the 
Bank of Canada, then on the preceding business day) and (ii) dividing the resulting 
Canadian dollar amount by an amount equal to the greater of: (A) the average of the 
closing price of the Royce Shares on the Exchange (or other stock exchange on which the 
common shares of Royce are principally traded) for the ten (10) Trading Days prior to the 
date such economic feasibility study has been approved by both parties ("Trading Day" 
means a day on which the Exchange (or other stock exchange on which the common 
shares of Royce are principally traded) is open for trading and the common shares of 
Royce have traded), and (B) CAD$0.05. 

(f) The Optionee acknowledges that the Optionor has reserved unto itself (and the 
Optionee’s interest in the Property shall be subject to) a gross value returns royalty (the 
"Royalty") to be determined and paid in accordance with the terms and conditions set out 
in Schedule "D" hereto.  The Optionee shall have the right to buy down 1.5% of the 
Royalty at any time in consideration for the payment of US$3,000,000 to the Optionor; 
and 

(g) The Optionee shall pay to the Optionor, as a minimum annual advance royalty, 
commencing on the fifth anniversary of the Closing Date (and thereafter on or before 
each subsequent anniversary date of the Closing Date), the sum of US$250,000 (the 
"Advance Royalty Payments").  All such Advance Royalty Payments paid by the 
Optionee will be credited towards the Royalty due to the Optionor. 

2.3 Excess Expenditures.  If the Optionee incurs exploration expenditures pursuant to 
section 2.2(b), in excess of the amounts specified therein, any such excess expenditures may be carried 
forward to subsequent years and be credited towards the Optionee's subsequent exploration expenditure 
requirements under section 2.2 (b) hereof. 
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2.4 Cash in Lieu of Expenditures.  In the event the Optionee incurs expenditures in any 
year of less than the amounts required under Section 2.2(b), such shortfalls may be paid as cash in lieu to 
the Optionor in order to keep the Option in good standing, such cash payments to be made within 30 days 
of the end of the period in which the expenditures were required to be made. 

2.5  Optional.  For greater clarification, the obligations under section 2.2(a), (b) and (c) 
hereof, are optional only (but nonetheless required to keep the Option in good standing) and, accordingly, 
are not firm and binding commitments of the Optionee. 

2.6 Deposit.  The Optionor acknowledges receipt from the Optionee of the sum of 
US$40,000 as a non-refundable reimbursement for a portion of the Optionor’s out-of-pocket costs in 
acquiring the Property. 

2.7 Resale Restrictions.  The Optionor hereby acknowledges that Royce’s ability to issue 
the shares pursuant to this Agreement is subject to the applicable securities laws and the rules and policies 
of the Exchange, and that the Royce Shares issued to the Optionor will be subject to resale restrictions 
imposed by the applicable securities laws and the rules of the Exchange, which rules require that a 
restrictive legend be placed on share certificates delivered to the Optionor under this Option Agreement, 
and the Optionor covenants and agrees with the Optionee to abide by all such resale restrictions. 

2.8 Conditions to Closing in favour of the Optionee.  The obligations of the Optionee to 
consummate the transaction contemplated hereby is subject to the following conditions, which are for the 
Optionee’s sole benefit and which may be waived in writing by the Optionee on or before the Closing 
Date: 

(a) The Optionee will be satisfied as to the interest in the Property held by the Optionor;  

(b) The representations and warranties of the Optionor contained herein will have been true 
and correct as of the date of this Option Agreement and will be true and correct as of the 
Closing Date with the same force and effect as if made on and as of such Closing Date; 
and 

(c) The Amalgamation Agreement shall have been entered into by the Optionee and shall be 
in good standing; and 

(d) The Optionee shall have received all applicable regulatory and shareholder approvals 
required in order to complete the Amalgamation and the transactions contemplated 
hereunder. 

2.9 Conditions to Closing in favour of the Optionor.   The obligations of the Optionor to 
consummate the transactions contemplated hereby is subject to the following conditions, which are for the 
Optionor’s sole benefit and which may be waived in writing by the Optionor on or before the Closing 
Date: 

(a) Receipt of all applicable regulatory and shareholder approvals required on the part of 
Royce on or before the date which is 60 days from the date of this Agreement; 

(b) The Closing Date occurring no later than 10 days after receipt of all requisite approvals, 
or such other date as may be agreed to by the parties; and  

(c) Royce having a minimum cash position of Cdn$1,500,000 on the Closing Date. 
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ARTICLE 3 
EXERCISE OF OPTION 

3.1 Option Exercise.  Upon the Optionee paying such sums, incurring such expenditures, 
issuing such Royce Shares and preparing and delivering the Pre-feasibility Study as required pursuant to 
sections 2.2(a), (b) and (c) hereof, the Optionee will be deemed to have exercised the Option and to have 
acquired a 100% right, title and interest in the Property, subject only to the Royalty. 

3.2 Acceleration of Earning of Interest.  Notwithstanding section 3.1, upon the Optionee, 
having completed the payments and share issuances pursuant to section 2.2(a) and having prepared and 
delivered a Pre-feasibility Study pursuant to section 2.2(c), notwithstanding the amount of exploration 
expenditures that may have been incurred on the Property, the Optionee will have earned a 100% interest 
in the Property. 

3.3 Transfer of Title.  Upon the exercise of the Option under section 3.1 or 3.2 hereof, the 
Optionor shall deliver to the Optionee such duly executed transfer documents respecting the Property in 
favour of the Optionee, as the Optionee or its counsel may reasonably deem necessary to transfer and 
assign the legal, beneficial and recorded title to the Property. 

ARTICLE 4 
MATTERS RELATING TO THE PROPERTY 

4.1 Possession and working right.  During the currency of the Option and subject to the 
terms of the Exploration Management Agreement entered into concurrently with this Option Agreement 
between the Optionee and GeoXplor Corp., the Optionee shall be the exclusive operator of the Property 
and shall have the exclusive working right to enter on, have exclusive and quiet possession thereof and 
conduct exploration, prospecting, development and any other operations on the Property as the Optionee 
in its sole discretion may decide, including but not limited to the right: 

(a) to erect, bring and install on the Property all buildings, plant, machinery, equipment, 
tools, appliances or supplies as the Optionee shall deem necessary and proper; and 

(b) to remove from the Property reasonable quantities of rocks, minerals, ores, metals, 
diamonds and other gems, and to transport them for the purposes of sampling, 
metallurgical testing and assaying. 

4.2 Conduct of operations.  All operations conducted by the Optionee shall be in 
accordance with good exploration, development, mining and reclamation practice, and in compliance with 
all applicable legislation. 

4.3 Maintenance of Property.  During the currency of the Option, the Optionee shall carry 
out sufficient assessment or other work or pay sufficient fees in lieu of such work to maintain the Property 
in good standing; shall prepare and file the annual assessment reports for and on behalf of the Optionee to 
comply with the Bureau of Land Management assessment requirements; and shall pay any and all taxes, 
assessments and other charges lawfully levied or assessed against the Property under the laws of the State 
of Nevada or U.S. Federal law, except for any part of the Property abandoned pursuant to section 4.4 
hereof.  The Optionor shall promptly transmit to the Optionee any and all notices pertaining to any and all 
taxes, assessments and other charges lawfully levied or assessed against the Property, and upon 15 days of 
receiving such notice, the Optionee shall reimburse the Optionor for any and all costs associated with the 
applicable reports and filings.  The Optionee shall deliver to the Optionor, not later than 30 days prior to 



- 6 - 
 
 
the deadline date for the payment of annual claim maintenance fees, evidence that all such fees have been 
timely paid. 

4.4 Abandonment during Option.  During the currency of the Option, the Optionee may at 
any time and from time to time abandon any one or more of the claims which comprise the Property.  In 
such event, the Optionee shall give the Optionor 60 days notice in writing of such abandonment and the 
abandoned claims shall be free and clear of any and all defects, charges, liens and encumbrances of any 
nature and kind whatsoever and shall be in good standing at the time of the notice of abandonment. 

4.5 Access to operations.  During the currency of the Option, the Optionor may, at its own 
risk and expense, and at reasonable times agreed to by the Optionee, enter on the Property and examine 
the Optionee's operations thereon, always provided that the Optionor will not, in the opinion of the 
Optionee, interfere with same. 

4.6 Records and Further Assurances.  Upon execution of this Option Agreement, the 
Optionor shall make available to the Optionee all available technical data, geotechnical reports, maps, 
digital files and other data with respect to the Property, provide all such consents or other documentation 
and do all such things as may be reasonably requested by the Optionee in connection with obtaining 
Exchange approval and completing the transactions contemplated under this Option Agreement. 

ARTICLE 5 
REPRESENTATIONS AND WARRANTIES 

5.1 Optionor's representations and warranties.  The Optionor represents and warrants to 
the Optionee that: 

(a) it is a company duly and validly subsisting under the laws of Nevada, and that all 
necessary approvals of its directors, officers and shareholders, and any further approvals 
that may be required in connection therewith, have been obtained or will have been 
obtained on or prior to the Closing Date to authorize the entering into and delivery of this 
Option Agreement and the taking of all actions required pursuant hereto by the Optionor; 

(b) it is, and during the period of the Option, will be the legal, registered and beneficial 
holder of a 100% interest in the Property, free and clear of any and all defects, charges, 
liens and encumbrances of any nature or kind whatsoever, whether written or oral, direct 
or indirect; 

(c) it (i) has not transferred or encumbered, (ii) has not agreed to transfer or encumber, or 
(iii) will not agree to transfer or encumber all or any of its right, title or interest in and to 
the Property, except as provided for in this Option Agreement; 

(d) the Property has been duly and validly staked, located and recorded in accordance with 
the applicable laws, and is in good standing, free and clear of all assessments, charges, 
liens and encumbrances of any nature or kind whatsoever, whether written or oral, direct 
or indirect; 

(e) there are no actions, suits, claims, proceedings, litigation or investigations pending, or to 
the best of the Optionor's knowledge, threatened, or any judgments outstanding and 
unsatisfied, against or affecting, any part or all of the Property; 

(f) no other person has any agreement or other right to acquire any interest in the Property; 
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(g) there is no existing, contemplated or threatened governmental prohibition or moratorium 
on exploration or development work on the Property; 

(h) conditions on and relating to the Property and all previous work or operations conducted 
by the Optionor thereon are in compliance with all applicable laws, regulations or orders 
relating to environmental matters including, without limitation, waste disposal and 
storage and neither it, nor to its knowledge any person, has received any notice of any 
breach of any such laws, and it has no knowledge of any facts which would lead a well-
informed operator in the mining industry to believe there are any environmental liabilities 
associated with the Property, and there are no environmental audits, evaluations, 
assessments or studies relating to the Property; 

(i) to the best of its knowledge, information and belief, there are no outstanding orders or 
directions relating to environmental matters requiring any work, repairs, construction or 
capital expenditures with respect to the Property and the conduct of operations related 
thereto, it has not received any notice of the same and it is not aware of any basis on 
which any such order or direction could be made; 

(j) full and complete copies of all available exploration information and data, including all 
geological, geophysical and geochemical information and data (including all drill, sample 
and assay results and all maps) concerning the Property in its possession or control have 
been provided to the Optionee; 

(k) it has all material permits, authorizations, licences, registrations and certificates necessary 
to carry on its business as currently conducted and as contemplated by this Option 
Agreement; 

(l) all fees, taxes, assessment, rentals, levies or other payments required to be made to the 
date hereof relating to the Property have been made; 

(m) to the best of the Optionor’s knowledge, information and belief, the Property does not 
contain any hazardous or toxic material, pollution or other adverse environmental 
conditions that may give rise to any environmental liability under any applicable 
environmental laws, regulations, rules or by-laws, under any applicable environmental 
laws, regulations, rules or by-laws and the Optionor has not received, nor are they aware 
of any pending or threatened, notice of non-compliance with any environmental laws, 
regulations, rules or by-laws; 

(n) to the best of the Optionor’s knowledge, information and belief, the Property has been 
operated in accordance with all applicable environmental laws and there are no 
environmental conditions existing in the Property as a result of activities thereon of the 
Optionor, or as a result of the activities thereon of any other party, to which any remedial 
action is required or any liability has or may be imposed under applicable environmental 
laws; 

(o) the Optionor has not received from any governmental or regulatory agency or board, any 
notice of or communication relating to any actual or alleged environmental claims, and 
there are no outstanding work orders or actions required to be taken relating to 
environmental matters respecting the Property or any operations carried out on the 
Property; 
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(p) it has the full and undisputed power, right and authority to enter into and deliver this 
Option Agreement, to perform and observe the covenants and conditions on its part to be 
performed and observed herein, and to deal with the Property as provided for in this 
Option Agreement; 

(q) neither the execution or delivery of this Option Agreement, nor the performance or 
observance of the provisions hereof, will conflict with or result in the violation, 
contravention or breach of, or constitute or result in a default under: 

(i) any of the terms and provisions of any law applicable to the Optionor; 

(ii) any agreement, written or oral, to which the Optionor may be a party or by which 
the Optionor is or may be bound; or 

(iii) the constating documents of the Optionor or of any resolution of its directors or 
shareholders; 

(r) this Option Agreement has been duly executed and delivered by the Optionor and it 
constitutes a valid, legal and binding agreement enforceable against the Optionor in 
accordance with its terms; and 

(s) it is not aware of any material fact or circumstance which has not been disclosed to the 
Optionee, which should be disclosed in order to prevent the representations and 
warranties in this section from being misleading or which may be material in the 
Optionee’s decision to enter into this Option Agreement. 

5.2 Optionee's representations and warranties.  The Optionee represents and warrants to 
the Optionor that: 

(a) it is a company duly and validly subsisting under the laws of British Columbia, and all 
necessary approvals of its directors and officers, and any further approvals that may be 
required in connection therewith, have been or will have been obtained on or prior to the 
Closing Date to authorize the entering into and delivery of this Option Agreement and the 
taking of all actions required pursuant hereto by the Optionee; 

(b) it has the full and undisputed power, right and authority to enter into and deliver this 
Option Agreement, to perform and observe the covenants and conditions or its part to be 
performed and observed herein, and to deal with the Property as provided for in this 
Option Agreement; 

(c) neither the execution or delivery of this Option Agreement, nor the performance or 
observance of the provisions hereof, will conflict with or result in the violation, 
contravention or breach of, or constitute or result in a default under: 

(i) any of the terms and provisions of any law applicable to the Optionor; 

(ii) any agreement, written or oral, to which the Optionee may be a party or by which 
the Optionee is or may be bound; or 

(iii) the constating documents of the Optionee or of any resolution of its directors or 
shareholders; and 
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(d) this Option Agreement has been duly executed and delivered by the Optionee and it 
constitutes a valid, legal and binding agreement enforceable against the Optionee in 
accordance with its terms. 

ARTICLE 6 
APPROVAL 

6.1 Approval.  It shall be a condition precedent to the rights and obligations of the parties 
arising under this Option Agreement that the Exchange approve the transaction contemplated under this 
Option Agreement.  The parties agree to use their commercially reasonable efforts to obtain all required 
approvals including but not limited to Exchange approval on or before the date which is 60 days from the 
date of this Agreement, or such other date as the parties agree upon in writing. 

6.2 Technical Report.  If required pursuant to the policies of the Exchange or under 
applicable securities laws, the Optionee shall use its best efforts to prepare, deliver and file a technical 
report in compliance with the requirements of National Instrument 43-101 of the Canadian Securities 
Administrators with respect to the Property. 

ARTICLE 7 
DEFAULT AND TERMINATION 

7.1 Event of Default and Termination by Optionor.  If the Optionee shall be in default in 
making any payments or exploration expenditure commitments, in causing the issuance of any Royce 
Shares or preparing and delivering the Pre-feasibility Study within the times required under sections 
2.2(a), (b) or (c) hereof, the Optionor shall have the right to terminate this Option Agreement if written 
notice of such default has been provided by the Optionor to the Optionee and such default has not been 
rectified within 30 days from the date of receipt of such notice. 

7.2 Termination by Optionee.  The Optionee shall be entitled to terminate this Option 
Agreement without further liability at any time by giving sixty (60) days written notice of termination to 
the Optionor. 

7.3 Optionee's Responsibilities on Termination.  If this Option Agreement is terminated 
prior to the Optionee exercising the Option hereunder: 

(a) the Optionee shall remove from the Property, within six (6) months of the effective date 
of termination, all exploration, mining and other facilities erected, installed or brought 
upon the Property by or at the instance of the Optionee, and any exploration, mining or 
other facilities remaining on the Property after the expiration of such six (6) month period 
shall, without compensation to the Optionee, become the property of the Optionor; 

(b) on the request of the Optionor, the Optionee shall allow the Optionor, at the Optionor's 
risk, cost and expense, to take possession of all drill cores and cuttings, assay pulps and 
brine samples obtained from the Property; and 

(c) the Optionee shall leave the claims comprising the Property in good standing under 
applicable mineral claims legislation of the State of Nevada at the time of termination of 
this Option Agreement. 

7.4 Automatic Termination.  Notwithstanding any other provision of this Option 
Agreement, if the Closing Date does not occur on or before 70 days from the date of this Option 
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Agreement, or on such other date as may be agreed to by the parties, then this Option Agreement shall 
terminate and be of no further force or effect. 

ARTICLE 8 
FORCE MAJEURE 

8.1 Force Majeure.  If the Optionee is prevented or delayed in complying with any 
provisions of this Option Agreement by reason of strikes, lockouts, labour shortages, power shortages, 
floods, fires, wars, acts of God, governmental regulations restricting normal operations or any other 
reason or reasons beyond the control of the Optionee, the time limited for the performance of the various 
provisions of this Option Agreement as set out above shall be extended by a period of time equal in length 
to the period of such prevention and delay.  The Optionee, insofar as is possible, shall promptly give 
written notice to the Optionor of the particulars of the reasons for any prevention or delay under this 
section and shall take all reasonable steps to remove the cause of such prevention or delay as soon as 
reasonably practicable, and shall give notice to the Optionor as soon as such cause ceases to subsist. 

ARTICLE 9 
INDEMNITIES 

9.1 Mutual Indemnity.  Each party hereto shall and does hereby indemnify and save 
harmless the other, as well as the other's directors, officers, employees, servants, agents, contractors and 
shareholders, from and against any and all claims, demands, actions, suits, proceedings, liabilities, losses, 
damages, costs, expenses, fees, fines, penalties, interests and deficiencies of any nature or kind 
whatsoever arising by virtue of or in respect of any inaccuracy, misstatement, misrepresentation, act or 
omission made by such party in connection with any matter set out herein, and any and all claims, 
demands, actions, suits, proceedings, liabilities, losses, damages, costs, expenses, fees, fines, penalties, 
interests and deficiencies of any nature or kind whatsoever related or incidental thereto. 

9.2 Survival of Indemnities.  Notwithstanding any other provision of this Option 
Agreement, the indemnities provided herein shall remain in full force and effect until all possible 
liabilities of the persons indemnified thereby are extinguished by the operation of law and will not be 
limited to or affected by any other indemnity obtained by such indemnified persons from any other 
person. 

9.3 No Waiver.  No investigation made by or on behalf of either of the parties hereto at any 
time shall have the effect of waiving, diminishing the scope of or otherwise affecting any representation, 
warranty or covenant made by the other party herein or pursuant hereto.  No waiver by either of the 
parties hereto of any provision herein, in whole or in part, shall operate as a waiver of any other provision 
herein. 

ARTICLE 10 
LIMITATION OF OBLIGATIONS OF OPTIONEE 

10.1 Limitation.  It is understood and agreed that nothing contained in this Option 
Agreement, nor any payment made or incurred by the Optionee on or in connection with the Property or 
part of it, nor the doing of any act or thing by the Optionee under this Option Agreement shall obligate the 
Optionee to do anything else under this Option Agreement other than to make payments and incur 
expenditures to the extent that it may have expressly undertaken to do so pursuant to the terms of this 
Option Agreement. 
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ARTICLE 11 
ADDITIONAL PROPERTIES 

11.1 Tie-On Ground.  The Optionor has located and recorded an additional 141 placer mining 
claims situated in Clayton Valley, Nevada (collectively, the "Tie-On Ground"), all of which claims are 
contiguous to the Property, the particulars of which are as set out in Schedule "B" hereto.  The placer 
mining claims comprising the Tie-On Ground have been properly recorded with the Bureau of Land 
Management and with Esmeralda County.  The Optionee hereby agrees and undertakes to pay to the 
Optionor US$500 for each such placer mining claim, within 10 days of the date of this Option 
Agreement, and, upon such payment being made, the Tie-On Ground will form part of the Property for all 
the purposes of this Agreement.  

11.2 Paymaster Claims.  The Optionor has also located but not yet recorded approximately 
47 additional claims as set out in Schedule "C" hereto (collectively, the "Paymaster Claims").  Upon the 
Paymaster Claims being properly recorded with the Bureau of Land Management and Esmeralda County, 
the Optionee shall have the option, but not the obligation, exercisable within a period of 15 days from the 
later of the Closing Date and the date the Paymaster Claims are properly recorded, to acquire the 
Paymaster Claims in consideration for the payment to the Optionor of US$500 per claim (the date of such 
payment being made, the "Paymaster Date"), and incurring an aggregate of US$250,000 in exploration 
expenditures on the Paymaster Claims within two years of the Paymaster Date.  Upon the Paymaster 
Claims being acquired by the Optionee, the Paymaster Claims shall be subject to the Royalty granted 
pursuant to section 2.2(f) hereof. 

 

ARTICLE 12 
GENERAL 

12.1 Notices.  All notices, communications and other documents required or permitted to be 
given hereunder shall be in writing and shall be personally delivered or sent by prepaid registered mail or 
facsimile transmission (with confirmed receipt) to the recipient as follows: 

(a) in the case of the Optionee: 

1045564 B.C. Ltd. 
25th Floor, 700 West Georgia Street 
Vancouver, BC. Canada V7Y 1B3 
Attention: Brian Paes-Braga, President 
Fax:  (604) 609-6145 

(b) in the case of the Optionor: 

Clayton Valley Lithium Inc. 
3655 West Anthem Way, Suite 109-293 
Anthem, AZ, USA 85086 
Attention: Clive Ashworth, President 

and shall be deemed to be validly given and received (i) if personally delivered or sent by facsimile 
transmission (with confirmed receipt), on the date of delivery or transmission if delivered or transmitted 
during normal business hours and on the next business day following the date of delivery or transmission 
if delivered or transmitted after normal business hours; and (ii) if sent by prepaid registered mail, on the 
date which is five (5) business days after the date of mailing excluding all days in which postal service is 
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disrupted.  Either party may from time to time change its address by notice to the other in accordance with 
this Section. 

12.2 Severability.  If any part of this Option Agreement is held invalid, illegal or 
unenforceable by a court of law, then this Option Agreement shall be read as if such invalid, illegal or 
unenforceable provision were removed. 

12.3 Expenses.  Each of the Optionor and the Optionee shall be responsible for payment of its 
own expenses in connection with the transactions contemplated herein, with the exception that the 
Optionee shall pay: (a) a maximum of up to US$15,000 of the reasonable legal expenses incurred by the 
Optionor in respect of the transactions contemplated herein, inclusive of the LOI, this Option Agreement, 
and any amendments thereof; and (b) the costs of preparation, delivery and filing of any required 
technical report(s). 

12.4 Entire agreement.  This Option Agreement sets forth the entire agreement between the 
parties, and any persons who have in the past or who are now representing either of the parties, with 
respect to the subject matter hereof and supersedes all prior communications, understandings and 
agreements between the parties or any of them with respect to the subject matter hereof. 

12.5 Further Assurances.  Each party hereto agrees to execute and deliver, or cause to be 
executed and delivered, such further instruments and assurances, and to do such further acts and things, as 
may be necessary or desirable to give effect to this Option Agreement, including but not limited to such 
as may be required for registering or recording changes in the ownership interests in the Property. 

12.6 Assignment.  Subject to Section 6(c) of Schedule "D" attached hereto, during the 
currency of the Option, neither party may assign or otherwise transfer all or part of its interest in and to 
this Option Agreement to any third party without prior consent of the other party.  Any assignment shall 
be subject to the assignee entering into an agreement, in form and substance satisfactory to counsel for the 
other party, agreeing to be bound by this Option Agreement. 

12.7 Encumbrances.  During the currency of the Option, the parties shall not pledge, 
mortgage, charge or otherwise encumber their rights and obligations under this Option Agreement or their 
beneficial interest in and to the Property without the consent of the other party, which consent shall not be 
unreasonably withheld. 

12.8 Enurement.  This Option Agreement shall enure to the benefit of and be binding on the 
parties and their respective successors and permitted assigns. 

12.9 Confidentiality.  The parties agree to maintain the highest level of confidentiality with 
respect to this Option Agreement and all matters relating to the Property, except for matters required to be 
publicly disclosed by law or the rules or policies of any regulatory authority, stock exchange or quotation 
system. 

12.10 Arbitration.  Any dispute or conflict between the parties under this Option Agreement 
which cannot be settled by them shall be submitted to a mutually agreeable mediator who will have no 
authority to bind the parties and, in the event that mediation efforts are unsuccessful, to a single arbitrator 
pursuant to the provisions of the Commercial Arbitration Act (British Columbia) or, if the parties cannot 
agree upon a single arbitrator, to three arbitrators, one appointed by the Optionor, one appointed by the 
Optionee and a third appointed by the arbitrators appointed by the parties.  Arbitration proceedings shall 
take place in Vancouver, British Columbia, at such place that the arbitrator or arbitrators shall determine. 
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12.11 Governing law.  Except for any matter or dispute relating to the Property including title 
thereto, which shall be governed by and construed in accordance with the laws of the State of Nevada and 
the laws of the United States of America applicable therein, this Option Agreement and the rights and 
obligations and relations of the parties shall be governed by and construed in accordance with the laws of 
the Province of British Columbia and the federal laws of Canada applicable therein and the parties agree 
that the courts of British Columbia shall have sole jurisdiction to entertain any action or other legal 
proceedings based on any provisions of this Option Agreement, and the parties agree to attorn to the 
jurisdiction of such courts. 

12.12 Construction.  This Option Agreement has been negotiated and approved by counsel on 
behalf of each of the parties hereto and, notwithstanding any rule or maxim of construction to the 
contrary, any ambiguity or uncertainty will not be construed against any party hereto by reason of the 
authorship thereof. 

12.13 Counterparts and delivery.  The parties may execute this Option Agreement in 
counterparts and deliver same by facsimile or e-mail, each facsimile or e-mail being deemed to be an 
original and such counterparts, if any, being deemed to form one and the same instrument bearing the date 
set forth above notwithstanding the date of actual execution. 

12.14 Time.  Time shall be of the essence hereof. 

IN WITNESS WHEREOF the parties have executed this Option Agreement as of the date first above 
written. 
 

1045564 B.C. LTD. 
 
             "Brian Paes-Braga" 
Per:   
 Authorized Signatory 
 

CLAYTON VALLEY LITHIUM INC. 
 
             "Clive Ashworth" 
Per:   
 Authorized Signatory 
 
 



 
 

Schedule "A" 

Description of the Property 
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Schedule "B" 

Description of Tie-On Ground 

 

 



 

 



 



 

 



 

Schedule "C" 

Description of Paymaster Claims 

 

Name 
Claim 

Number 
NMC 

Number Esmeralda County Doc # 
PM 1 Pending Pending 
PM 2 Pending Pending 
PM 3 Pending Pending 
PM 4 Pending Pending 
PM 5 Pending Pending 
PM 6 Pending Pending 
PM 7 Pending Pending 
PM 8 Pending Pending 
PM 9 Pending Pending 
PM 10 Pending Pending 
PM 11 Pending Pending 
PM 12 Pending Pending 
PM 13 Pending Pending 
PM 14 Pending Pending 
PM 15 Pending Pending 
PM 16 Pending Pending 
PM 17 Pending Pending 
PM 18 Pending Pending 
PM 19 Pending Pending 
PM 20 Pending Pending 
PM 21 Pending Pending 
PM 22 Pending Pending 
PM 23 Pending Pending 
PM 24 Pending Pending 
PM 25 Pending Pending 
PM 26 Pending Pending 
PM 27 Pending Pending 
PM 28 Pending Pending 
PM 29 Pending Pending 
PM 30 Pending Pending 
PM 31 Pending Pending 
PM 32 Pending Pending 
PM 33 Pending Pending 
PM 34 Pending Pending 
PM 35 Pending Pending 
PM 36 Pending Pending 
PM 37 Pending Pending 
PM 38 Pending Pending 
PM 39 Pending Pending 



 
PM 40 Pending Pending 
PM 41 Pending Pending 
PM 42 Pending Pending 
PM 43 Pending Pending 
PM 44 Pending Pending 
PM 45 Pending Pending 
PM 46 Pending Pending 
PM 47 Pending Pending 

 
 
 
 
 



 
 

 

Schedule "D" 

Gross Value Returns Royalty 

 The following definitions and description of the rights and obligations relate to the granting and 
payment of the Royalty reserved unto the Optionor pursuant to section 2.2(f) of that certain Option 
Agreement dated November ♦, 2015, to which this Schedule "D" is attached.  As used herein, the 
Optionee is designated as the Payor and the Optionor is designated as the Payee.  These provisions shall 
be incorporated into a royalty deed to be delivered to the Optionor upon closing. 

1. Grant of Royalty 

 The Payor hereby conveys to the Payee a royalty interest (the "Royalty") on any and all Minerals 
Produced or Extracted from the Property in an amount of two and one-half percent (2½%) of the Gross 
Value of Minerals actually produced and sold from the Property.  The Royalty granted herein shall run 
with the lands included within the Property.  The Royalty obligations shall continue in perpetuity but if 
any right, power or interest of either party set out herein would violate the "rule against perpetuities," then 
such right, power or interest shall terminate at the expiration of 20 years after the death of the last 
survivor of all the lineal descendants of Her Majesty, Queen Elizabeth II of England, living on the date of 
the Option Agreement to which this Schedule "D" is attached. 

2. Definitions 

 As used in the above grant, the capitalized terms are defined as follows: 

• "Gross Value" shall be total consideration received by the Payor for Minerals actually delivered 
or credited to the account of a buyer of Minerals without any deduction of any kind or nature 
whatsoever. 

• "Mineral(s)" shall mean lithium carbonate, lithium hydroxide and any other mineral, materials or 
other commodities of every kind and character having commercial value that are Produced or 
Extracted from the Property. 

• "Produced or Extracted" shall mean the capture or preparation of any Mineral product that is 
capable of being sold or otherwise transferred for value as a commercial product. 

• "Property" shall mean those certain unpatented placer mining claims described in Schedules "A", 
"B" and "C" attached to the Option Agreement and including any changes in title or improvement 
thereof and any improvements to title acquired by, for, or on behalf of the Payor or an affiliate of 
Payor with respect to the Property. 

3. Buy Down 

 The Payor shall have the absolute right, in its sole and absolute discretion, to purchase one and 
one-half percent (1½%) of the Royalty, leaving the Payee with a one percent (1%) remaining Royalty, at 
any time upon payment to the Payee of Three Million U.S. Dollars (US$3,000,000.00).  Upon receipt of 
such payment the Payee shall execute and deliver to Payor a release of the portion of the Royalty so 
purchased. 
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4. Settlement of Royalties 

 a. Time of Payment.  Payor shall pay to Payee any and all Royalty(ies) payable under 
Section 1 hereof within forty-five (45) days following the end of each quarterly period in which any 
Minerals are sold.  Along with each payment, Payor shall include a written report detailing the calculation 
of the Royalty payment.  

 b. Interest on Past Due Payments.  Any royalties not paid hereunder to Payee when due 
shall bear, and Payor shall pay, interest at the rate of eighteen percent (18%) per annum, but in any case 
not in excess of the maximum amount allowed by law, such interest to be calculated from such due date 
until such amount is paid. 

5. Information, Objections and Audit Rights 

 a. Books and Records.  All books and records used by the Payor to calculate the Royalty 
shall be kept in accordance with generally accepted accounting principles varied only by the specific 
provisions hereof.  The Payor shall maintain up-to-date and complete records of the production and sale 
or other disposition of all Minerals Produced or Extracted and sold from the Property. 

 b. Objections.  The Payee may object in writing to any statement or written report detailing 
the calculation of the Royalty payment within ninety (90) days of the receipt by the Payee of the relevant 
statement or ninety (90) days after the delivery of an audited report if such a report is commissioned. 

 c. Audit and Inspection Rights.  Upon reasonable advance notice and during normal 
business hours, Payee and its representatives shall have the right, on a confidential basis and at their sole 
cost and expense, to review and audit Payor’s books and records with respect to the determination and 
calculation of the Royalty.  In addition, the Payee shall also have the right to audit Payor’s records on an 
annual basis by an independent third party firm of certified public accountants.  If an audit is undertaken, 
the Payee shall pay all costs of such audit unless a deficiency of 5% or more of the amount due is 
determined to exist.  The Payor shall pay the costs of such audit if a deficiency of 5% or more of the 
amount due is determined to exist. 

 d. Inspection.  Payee shall have the right to enter and inspect the Property at reasonable 
times, provided Payee coordinates with Payor’s site personnel to ensure the personal safety of Payee and 
its representatives. 

6. Miscellaneous 

 a. Non-Current Sales.  If Payor enters into a contract for the delivery of Minerals for more 
than one year or the Payor elects to engage in any commodity futures trading, option trading, metals 
trading, metal loans or any other hedging transactions or any combination thereof, and if an international 
or domestic spot market exists for lithium carbonate, lithium hydroxide or any other lithium product that 
may be Produced or Extracted and sold from the Property, the Payee may elect, by notice to the Payor, 
establish the value of Minerals based on the market price on the date of delivery as quoted in Platts 
Metals Week or any successor publication generally recognized as a reliable source of metal values. 

 b. Stockpiling.  The Payor shall be entitled to temporarily stockpile, store or place Minerals 
produced from the Property, in any locations owned, leased or otherwise controlled by the Payor, or a 
processor, or shipper or vendor of the Products, on or off the Property, provided the same are 
appropriately identified and secured from loss, theft, tampering and contamination. 

 c. Assignment by Payee.  Payee, including its successors and assigns, have and shall have 
the right to transfer the whole or any portion of its interest in the Royalty at any time, provided that no 
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such transfer or assignment shall be valid unless Payee first notifies Payor in writing of its intent to make 
such transfer or assignment. 

d. Notices.  All notices, requests, consents, claims, demands, waivers and other 
communications hereunder shall be in writing and shall be deemed to have been given: (a) when delivered 
by hand; (b) when received by the addressee if sent by a nationally recognized overnight courier (receipt 
requested); (c) on the date sent by e-mail of a PDF document (with confirmation of transmission) if sent 
during normal business hours of the recipient, and on the next business day if sent after normal business 
hours of the recipient; or (d) on the fifth day after the date mailed, by certified or registered mail, return 
receipt requested, postage prepaid.  Such communications must be sent to the respective parties at the 
following addresses: 

Clayton Valley Lithium Inc. 
3655 West Anthem Way, Suite 109-293 
Anthem, AZ, USA  85086 
Attention: Clive Ashworth, President 

 1045564 B.C. Ltd. 
25th Floor, 700 West Georgia Street 
Vancouver, BC., Canada V7Y 1B3 
Attention: Brian Paes-Braga, President 

 e. Governing Law.  This Schedule "D" shall be governed by and construed in accordance 
with the laws of the State of Nevada without giving effect to any choice or conflict of law provision or 
rule (whether of the State of Nevada or any other jurisdiction). 

 

 

 
 


	ARTICLE 1 INTERPRETATION
	1.1 Number and gender.  Words importing the singular number shall include the plural and vice versa; words importing gender (or the lack thereof) shall include all genders of lack thereof interchangeably; and words importing persons shall include corporations and other business enterprises and vice versa.
	1.2 Currency.  Unless otherwise expressly stated, all references to currency in this Option Agreement are references to lawful currency of Canada.
	1.3 Headings.  The use of headings in this Option Agreement and the schedules hereto are solely for ease of reference and shall not affect the interpretation or the construction of any provision hereof.
	1.4 References.  Unless otherwise stated, a reference to an Article, Section or other organizational division shall refer to the respective Article, Section or other organizational division of this Option Agreement.

	ARTICLE 2 GRANT OF OPTION
	2.1 Option grant.  Subject to Article 6 hereof, the Optionor hereby grants to the Optionee the Option.
	2.2 Option terms.  In order to exercise the Option and acquire an undivided 100% interest in the Property, subject only to the Royalty, the Optionee shall:
	(a) Make the following cash and share payments to the Optionor:
	(i) pay US$100,000 in cash on the date, on which the Optionee completes its Amalgamation with Royce and cause Royce to issue 1,000,000 common shares of Royce (the "Royce Shares") to the Optionee (the "Closing Date"); 
	(ii) pay an additional US$250,000 in cash on each of the first, second, third and fourth anniversaries of the Closing Date; and
	(iii) cause Royce to issue and deliver to the Optionee, in four equal tranches, on each of the first, second, third and fourth anniversaries of the Closing Date, that number of Royce Shares (less the 1,000,000 Royce Shares issued pursuant to section 2.2(a)(i) above) as shall represent, in aggregate, 9.9% of the total Royce Shares issued and outstanding as at the Closing Date;

	(b) Subject to sections 2.3 and 3.2 below, the Optionee shall incur exploration expenditures on the Property as follows:
	(i) expend a minimum of US$1,000,000 on the Property by the first anniversary of the Closing Date;
	(ii) expend a further US$1,500,000 on the Property by the second anniversary of the Closing Date; and
	(iii) expend a further US$2,000,000 on the Property by the third anniversary of the Closing Date.

	(c) The Optionee shall prepare and deliver to the Optionor a pre-feasibility study (as defined in National Instrument 43-101) on the Property (the "Pre-feasibility Study") on or before the fourth anniversary of the Closing Date.
	(d) Upon completion of an Inferred Resource calculation that confirms the presence on the Property of a minimum of 100,000 tons lithium carbonate equivalent grading at no lower than a 28 parts per million Lithium grade average, the Optionee shall cause Royce to issue to the Optionor 1,000,000 Royce Shares.
	(e) Upon completion of an Economic Feasibility Study (as defined below) on the Property, to be prepared by the Optionee and delivered to the Optionor, on or before the tenth anniversary of the Closing Date, the Optionee will pay to the Opotionor US$2,000,000 in cash or in Royce Shares, or a combination thereof, determined at the election ofOptionee.  For the purposes of this Option Agreement "Economic Feasibility Study" means a feasibility study (within the meaning ascribed to that term by the Canadian Institute of Mining, Metallurgy and petroleum, as the CIM Definition Standards on Mineral Resources and Mineral Reserves adopted by CIM Council, as amended) which demonstrates the economic viability of bringing the Property into commercial production.  In the event that the Optionee elects that Royce Shares be issued for all or a portion of such payment, then the number of Royce Shares required to be delivered to the Optionor shall be determined by (i) converting the US dollar amount to be so paid into Canadian dollars based on the Bank of Canada's daily noon exchange rate as of the date of completion of such economic feasibility study (or if such day is not a business day for the Bank of Canada, then on the preceding business day) and (ii) dividing the resulting Canadian dollar amount by an amount equal to the greater of: (A) the average of the closing price of the Royce Shares on the Exchange (or other stock exchange on which the common shares of Royce are principally traded) for the ten (10) Trading Days prior to the date such economic feasibility study has been approved by both parties ("Trading Day" means a day on which the Exchange (or other stock exchange on which the common shares of Royce are principally traded) is open for trading and the common shares of Royce have traded), and (B) CAD$0.05.
	(f) The Optionee acknowledges that the Optionor has reserved unto itself (and the Optionee’s interest in the Property shall be subject to) a gross value returns royalty (the "Royalty") to be determined and paid in accordance with the terms and conditions set out in Schedule "D" hereto.  The Optionee shall have the right to buy down 1.5% of the Royalty at any time in consideration for the payment of US$3,000,000 to the Optionor; and
	(g) The Optionee shall pay to the Optionor, as a minimum annual advance royalty, commencing on the fifth anniversary of the Closing Date (and thereafter on or before each subsequent anniversary date of the Closing Date), the sum of US$250,000 (the "Advance Royalty Payments").  All such Advance Royalty Payments paid by the Optionee will be credited towards the Royalty due to the Optionor.

	2.3 Excess Expenditures.  If the Optionee incurs exploration expenditures pursuant to section 2.2(b), in excess of the amounts specified therein, any such excess expenditures may be carried forward to subsequent years and be credited towards the Optionee's subsequent exploration expenditure requirements under section 2.2 (b) hereof.
	2.4 Cash in Lieu of Expenditures.  In the event the Optionee incurs expenditures in any year of less than the amounts required under Section 2.2(b), such shortfalls may be paid as cash in lieu to the Optionor in order to keep the Option in good standing, such cash payments to be made within 30 days of the end of the period in which the expenditures were required to be made.
	2.5  Optional.  For greater clarification, the obligations under section 2.2(a), (b) and (c) hereof, are optional only (but nonetheless required to keep the Option in good standing) and, accordingly, are not firm and binding commitments of the Optionee.
	2.6 Deposit.  The Optionor acknowledges receipt from the Optionee of the sum of US$40,000 as a non-refundable reimbursement for a portion of the Optionor’s out-of-pocket costs in acquiring the Property.
	2.7 Resale Restrictions.  The Optionor hereby acknowledges that Royce’s ability to issue the shares pursuant to this Agreement is subject to the applicable securities laws and the rules and policies of the Exchange, and that the Royce Shares issued to the Optionor will be subject to resale restrictions imposed by the applicable securities laws and the rules of the Exchange, which rules require that a restrictive legend be placed on share certificates delivered to the Optionor under this Option Agreement, and the Optionor covenants and agrees with the Optionee to abide by all such resale restrictions.
	2.8 Conditions to Closing in favour of the Optionee.  The obligations of the Optionee to consummate the transaction contemplated hereby is subject to the following conditions, which are for the Optionee’s sole benefit and which may be waived in writing by the Optionee on or before the Closing Date:
	(a) The Optionee will be satisfied as to the interest in the Property held by the Optionor; 
	(b) The representations and warranties of the Optionor contained herein will have been true and correct as of the date of this Option Agreement and will be true and correct as of the Closing Date with the same force and effect as if made on and as of such Closing Date; and
	(c) The Amalgamation Agreement shall have been entered into by the Optionee and shall be in good standing; and
	(d) The Optionee shall have received all applicable regulatory and shareholder approvals required in order to complete the Amalgamation and the transactions contemplated hereunder.

	2.9 Conditions to Closing in favour of the Optionor.   The obligations of the Optionor to consummate the transactions contemplated hereby is subject to the following conditions, which are for the Optionor’s sole benefit and which may be waived in writing by the Optionor on or before the Closing Date:
	(a) Receipt of all applicable regulatory and shareholder approvals required on the part of Royce on or before the date which is 60 days from the date of this Agreement;
	(b) The Closing Date occurring no later than 10 days after receipt of all requisite approvals, or such other date as may be agreed to by the parties; and 
	(c) Royce having a minimum cash position of Cdn$1,500,000 on the Closing Date.


	ARTICLE 3 EXERCISE OF OPTION
	3.1 Option Exercise.  Upon the Optionee paying such sums, incurring such expenditures, issuing such Royce Shares and preparing and delivering the Pre-feasibility Study as required pursuant to sections 2.2(a), (b) and (c) hereof, the Optionee will be deemed to have exercised the Option and to have acquired a 100% right, title and interest in the Property, subject only to the Royalty.
	3.2 Acceleration of Earning of Interest.  Notwithstanding section 3.1, upon the Optionee, having completed the payments and share issuances pursuant to section 2.2(a) and having prepared and delivered a Pre-feasibility Study pursuant to section 2.2(c), notwithstanding the amount of exploration expenditures that may have been incurred on the Property, the Optionee will have earned a 100% interest in the Property.
	3.3 Transfer of Title.  Upon the exercise of the Option under section 3.1 or 3.2 hereof, the Optionor shall deliver to the Optionee such duly executed transfer documents respecting the Property in favour of the Optionee, as the Optionee or its counsel may reasonably deem necessary to transfer and assign the legal, beneficial and recorded title to the Property.

	ARTICLE 4 MATTERS RELATING TO THE PROPERTY
	4.1 Possession and working right.  During the currency of the Option and subject to the terms of the Exploration Management Agreement entered into concurrently with this Option Agreement between the Optionee and GeoXplor Corp., the Optionee shall be the exclusive operator of the Property and shall have the exclusive working right to enter on, have exclusive and quiet possession thereof and conduct exploration, prospecting, development and any other operations on the Property as the Optionee in its sole discretion may decide, including but not limited to the right:
	(a) to erect, bring and install on the Property all buildings, plant, machinery, equipment, tools, appliances or supplies as the Optionee shall deem necessary and proper; and
	(b) to remove from the Property reasonable quantities of rocks, minerals, ores, metals, diamonds and other gems, and to transport them for the purposes of sampling, metallurgical testing and assaying.

	4.2 Conduct of operations.  All operations conducted by the Optionee shall be in accordance with good exploration, development, mining and reclamation practice, and in compliance with all applicable legislation.
	4.3 Maintenance of Property.  During the currency of the Option, the Optionee shall carry out sufficient assessment or other work or pay sufficient fees in lieu of such work to maintain the Property in good standing; shall prepare and file the annual assessment reports for and on behalf of the Optionee to comply with the Bureau of Land Management assessment requirements; and shall pay any and all taxes, assessments and other charges lawfully levied or assessed against the Property under the laws of the State of Nevada or U.S. Federal law, except for any part of the Property abandoned pursuant to section 4.4 hereof.  The Optionor shall promptly transmit to the Optionee any and all notices pertaining to any and all taxes, assessments and other charges lawfully levied or assessed against the Property, and upon 15 days of receiving such notice, the Optionee shall reimburse the Optionor for any and all costs associated with the applicable reports and filings.  The Optionee shall deliver to the Optionor, not later than 30 days prior to the deadline date for the payment of annual claim maintenance fees, evidence that all such fees have been timely paid.
	4.4 Abandonment during Option.  During the currency of the Option, the Optionee may at any time and from time to time abandon any one or more of the claims which comprise the Property.  In such event, the Optionee shall give the Optionor 60 days notice in writing of such abandonment and the abandoned claims shall be free and clear of any and all defects, charges, liens and encumbrances of any nature and kind whatsoever and shall be in good standing at the time of the notice of abandonment.
	4.5 Access to operations.  During the currency of the Option, the Optionor may, at its own risk and expense, and at reasonable times agreed to by the Optionee, enter on the Property and examine the Optionee's operations thereon, always provided that the Optionor will not, in the opinion of the Optionee, interfere with same.
	4.6 Records and Further Assurances.  Upon execution of this Option Agreement, the Optionor shall make available to the Optionee all available technical data, geotechnical reports, maps, digital files and other data with respect to the Property, provide all such consents or other documentation and do all such things as may be reasonably requested by the Optionee in connection with obtaining Exchange approval and completing the transactions contemplated under this Option Agreement.

	ARTICLE 5 REPRESENTATIONS AND WARRANTIES
	5.1 Optionor's representations and warranties.  The Optionor represents and warrants to the Optionee that:
	(a) it is a company duly and validly subsisting under the laws of Nevada, and that all necessary approvals of its directors, officers and shareholders, and any further approvals that may be required in connection therewith, have been obtained or will have been obtained on or prior to the Closing Date to authorize the entering into and delivery of this Option Agreement and the taking of all actions required pursuant hereto by the Optionor;
	(b) it is, and during the period of the Option, will be the legal, registered and beneficial holder of a 100% interest in the Property, free and clear of any and all defects, charges, liens and encumbrances of any nature or kind whatsoever, whether written or oral, direct or indirect;
	(c) it (i) has not transferred or encumbered, (ii) has not agreed to transfer or encumber, or (iii) will not agree to transfer or encumber all or any of its right, title or interest in and to the Property, except as provided for in this Option Agreement;
	(d) the Property has been duly and validly staked, located and recorded in accordance with the applicable laws, and is in good standing, free and clear of all assessments, charges, liens and encumbrances of any nature or kind whatsoever, whether written or oral, direct or indirect;
	(e) there are no actions, suits, claims, proceedings, litigation or investigations pending, or to the best of the Optionor's knowledge, threatened, or any judgments outstanding and unsatisfied, against or affecting, any part or all of the Property;
	(f) no other person has any agreement or other right to acquire any interest in the Property;
	(g) there is no existing, contemplated or threatened governmental prohibition or moratorium on exploration or development work on the Property;
	(h) conditions on and relating to the Property and all previous work or operations conducted by the Optionor thereon are in compliance with all applicable laws, regulations or orders relating to environmental matters including, without limitation, waste disposal and storage and neither it, nor to its knowledge any person, has received any notice of any breach of any such laws, and it has no knowledge of any facts which would lead a well-informed operator in the mining industry to believe there are any environmental liabilities associated with the Property, and there are no environmental audits, evaluations, assessments or studies relating to the Property;
	(i) to the best of its knowledge, information and belief, there are no outstanding orders or directions relating to environmental matters requiring any work, repairs, construction or capital expenditures with respect to the Property and the conduct of operations related thereto, it has not received any notice of the same and it is not aware of any basis on which any such order or direction could be made;
	(j) full and complete copies of all available exploration information and data, including all geological, geophysical and geochemical information and data (including all drill, sample and assay results and all maps) concerning the Property in its possession or control have been provided to the Optionee;
	(k) it has all material permits, authorizations, licences, registrations and certificates necessary to carry on its business as currently conducted and as contemplated by this Option Agreement;
	(l) all fees, taxes, assessment, rentals, levies or other payments required to be made to the date hereof relating to the Property have been made;
	(m) to the best of the Optionor’s knowledge, information and belief, the Property does not contain any hazardous or toxic material, pollution or other adverse environmental conditions that may give rise to any environmental liability under any applicable environmental laws, regulations, rules or by-laws, under any applicable environmental laws, regulations, rules or by-laws and the Optionor has not received, nor are they aware of any pending or threatened, notice of non-compliance with any environmental laws, regulations, rules or by-laws;
	(n) to the best of the Optionor’s knowledge, information and belief, the Property has been operated in accordance with all applicable environmental laws and there are no environmental conditions existing in the Property as a result of activities thereon of the Optionor, or as a result of the activities thereon of any other party, to which any remedial action is required or any liability has or may be imposed under applicable environmental laws;
	(o) the Optionor has not received from any governmental or regulatory agency or board, any notice of or communication relating to any actual or alleged environmental claims, and there are no outstanding work orders or actions required to be taken relating to environmental matters respecting the Property or any operations carried out on the Property;
	(p) it has the full and undisputed power, right and authority to enter into and deliver this Option Agreement, to perform and observe the covenants and conditions on its part to be performed and observed herein, and to deal with the Property as provided for in this Option Agreement;
	(q) neither the execution or delivery of this Option Agreement, nor the performance or observance of the provisions hereof, will conflict with or result in the violation, contravention or breach of, or constitute or result in a default under:
	(i) any of the terms and provisions of any law applicable to the Optionor;
	(ii) any agreement, written or oral, to which the Optionor may be a party or by which the Optionor is or may be bound; or
	(iii) the constating documents of the Optionor or of any resolution of its directors or shareholders;

	(r) this Option Agreement has been duly executed and delivered by the Optionor and it constitutes a valid, legal and binding agreement enforceable against the Optionor in accordance with its terms; and
	(s) it is not aware of any material fact or circumstance which has not been disclosed to the Optionee, which should be disclosed in order to prevent the representations and warranties in this section from being misleading or which may be material in the Optionee’s decision to enter into this Option Agreement.

	5.2 Optionee's representations and warranties.  The Optionee represents and warrants to the Optionor that:
	(a) it is a company duly and validly subsisting under the laws of British Columbia, and all necessary approvals of its directors and officers, and any further approvals that may be required in connection therewith, have been or will have been obtained on or prior to the Closing Date to authorize the entering into and delivery of this Option Agreement and the taking of all actions required pursuant hereto by the Optionee;
	(b) it has the full and undisputed power, right and authority to enter into and deliver this Option Agreement, to perform and observe the covenants and conditions or its part to be performed and observed herein, and to deal with the Property as provided for in this Option Agreement;
	(c) neither the execution or delivery of this Option Agreement, nor the performance or observance of the provisions hereof, will conflict with or result in the violation, contravention or breach of, or constitute or result in a default under:
	(i) any of the terms and provisions of any law applicable to the Optionor;
	(ii) any agreement, written or oral, to which the Optionee may be a party or by which the Optionee is or may be bound; or
	(iii) the constating documents of the Optionee or of any resolution of its directors or shareholders; and

	(d) this Option Agreement has been duly executed and delivered by the Optionee and it constitutes a valid, legal and binding agreement enforceable against the Optionee in accordance with its terms.


	ARTICLE 6 APPROVAL
	6.1 Approval.  It shall be a condition precedent to the rights and obligations of the parties arising under this Option Agreement that the Exchange approve the transaction contemplated under this Option Agreement.  The parties agree to use their commercially reasonable efforts to obtain all required approvals including but not limited to Exchange approval on or before the date which is 60 days from the date of this Agreement, or such other date as the parties agree upon in writing.
	6.2 Technical Report.  If required pursuant to the policies of the Exchange or under applicable securities laws, the Optionee shall use its best efforts to prepare, deliver and file a technical report in compliance with the requirements of National Instrument 43-101 of the Canadian Securities Administrators with respect to the Property.

	ARTICLE 7 DEFAULT AND TERMINATION
	7.1 Event of Default and Termination by Optionor.  If the Optionee shall be in default in making any payments or exploration expenditure commitments, in causing the issuance of any Royce Shares or preparing and delivering the Pre-feasibility Study within the times required under sections 2.2(a), (b) or (c) hereof, the Optionor shall have the right to terminate this Option Agreement if written notice of such default has been provided by the Optionor to the Optionee and such default has not been rectified within 30 days from the date of receipt of such notice.
	7.2 Termination by Optionee.  The Optionee shall be entitled to terminate this Option Agreement without further liability at any time by giving sixty (60) days written notice of termination to the Optionor.
	7.3 Optionee's Responsibilities on Termination.  If this Option Agreement is terminated prior to the Optionee exercising the Option hereunder:
	(a) the Optionee shall remove from the Property, within six (6) months of the effective date of termination, all exploration, mining and other facilities erected, installed or brought upon the Property by or at the instance of the Optionee, and any exploration, mining or other facilities remaining on the Property after the expiration of such six (6) month period shall, without compensation to the Optionee, become the property of the Optionor;
	(b) on the request of the Optionor, the Optionee shall allow the Optionor, at the Optionor's risk, cost and expense, to take possession of all drill cores and cuttings, assay pulps and brine samples obtained from the Property; and
	(c) the Optionee shall leave the claims comprising the Property in good standing under applicable mineral claims legislation of the State of Nevada at the time of termination of this Option Agreement.

	7.4 Automatic Termination.  Notwithstanding any other provision of this Option Agreement, if the Closing Date does not occur on or before 70 days from the date of this Option Agreement, or on such other date as may be agreed to by the parties, then this Option Agreement shall terminate and be of no further force or effect.

	ARTICLE 8 FORCE MAJEURE
	8.1 Force Majeure.  If the Optionee is prevented or delayed in complying with any provisions of this Option Agreement by reason of strikes, lockouts, labour shortages, power shortages, floods, fires, wars, acts of God, governmental regulations restricting normal operations or any other reason or reasons beyond the control of the Optionee, the time limited for the performance of the various provisions of this Option Agreement as set out above shall be extended by a period of time equal in length to the period of such prevention and delay.  The Optionee, insofar as is possible, shall promptly give written notice to the Optionor of the particulars of the reasons for any prevention or delay under this section and shall take all reasonable steps to remove the cause of such prevention or delay as soon as reasonably practicable, and shall give notice to the Optionor as soon as such cause ceases to subsist.

	ARTICLE 9 INDEMNITIES
	9.1 Mutual Indemnity.  Each party hereto shall and does hereby indemnify and save harmless the other, as well as the other's directors, officers, employees, servants, agents, contractors and shareholders, from and against any and all claims, demands, actions, suits, proceedings, liabilities, losses, damages, costs, expenses, fees, fines, penalties, interests and deficiencies of any nature or kind whatsoever arising by virtue of or in respect of any inaccuracy, misstatement, misrepresentation, act or omission made by such party in connection with any matter set out herein, and any and all claims, demands, actions, suits, proceedings, liabilities, losses, damages, costs, expenses, fees, fines, penalties, interests and deficiencies of any nature or kind whatsoever related or incidental thereto.
	9.2 Survival of Indemnities.  Notwithstanding any other provision of this Option Agreement, the indemnities provided herein shall remain in full force and effect until all possible liabilities of the persons indemnified thereby are extinguished by the operation of law and will not be limited to or affected by any other indemnity obtained by such indemnified persons from any other person.
	9.3 No Waiver.  No investigation made by or on behalf of either of the parties hereto at any time shall have the effect of waiving, diminishing the scope of or otherwise affecting any representation, warranty or covenant made by the other party herein or pursuant hereto.  No waiver by either of the parties hereto of any provision herein, in whole or in part, shall operate as a waiver of any other provision herein.

	ARTICLE 10 LIMITATION OF OBLIGATIONS OF OPTIONEE
	10.1 Limitation.  It is understood and agreed that nothing contained in this Option Agreement, nor any payment made or incurred by the Optionee on or in connection with the Property or part of it, nor the doing of any act or thing by the Optionee under this Option Agreement shall obligate the Optionee to do anything else under this Option Agreement other than to make payments and incur expenditures to the extent that it may have expressly undertaken to do so pursuant to the terms of this Option Agreement.

	ARTICLE 11 ADDITIONAL PROPERTIES
	11.1 Tie-On Ground.  The Optionor has located and recorded an additional 141 placer mining claims situated in Clayton Valley, Nevada (collectively, the "Tie-On Ground"), all of which claims are contiguous to the Property, the particulars of which are as set out in Schedule "B" hereto.  The placer mining claims comprising the Tie-On Ground have been properly recorded with the Bureau of Land Management and with Esmeralda County.  The Optionee hereby agrees and undertakes to pay to the Optionor US$500 for each such placer mining claim, within 10 days of the date of this Option Agreement, and, upon such payment being made, the Tie-On Ground will form part of the Property for all the purposes of this Agreement. 
	11.2 Paymaster Claims.  The Optionor has also located but not yet recorded approximately 47 additional claims as set out in Schedule "C" hereto (collectively, the "Paymaster Claims").  Upon the Paymaster Claims being properly recorded with the Bureau of Land Management and Esmeralda County, the Optionee shall have the option, but not the obligation, exercisable within a period of 15 days from the later of the Closing Date and the date the Paymaster Claims are properly recorded, to acquire the Paymaster Claims in consideration for the payment to the Optionor of US$500 per claim (the date of such payment being made, the "Paymaster Date"), and incurring an aggregate of US$250,000 in exploration expenditures on the Paymaster Claims within two years of the Paymaster Date.  Upon the Paymaster Claims being acquired by the Optionee, the Paymaster Claims shall be subject to the Royalty granted pursuant to section 2.2(f) hereof.

	ARTICLE 12 GENERAL
	12.1 Notices.  All notices, communications and other documents required or permitted to be given hereunder shall be in writing and shall be personally delivered or sent by prepaid registered mail or facsimile transmission (with confirmed receipt) to the recipient as follows:
	(a) in the case of the Optionee:
	(b) in the case of the Optionor:

	12.2 Severability.  If any part of this Option Agreement is held invalid, illegal or unenforceable by a court of law, then this Option Agreement shall be read as if such invalid, illegal or unenforceable provision were removed.
	12.3 Expenses.  Each of the Optionor and the Optionee shall be responsible for payment of its own expenses in connection with the transactions contemplated herein, with the exception that the Optionee shall pay: (a) a maximum of up to US$15,000 of the reasonable legal expenses incurred by the Optionor in respect of the transactions contemplated herein, inclusive of the LOI, this Option Agreement, and any amendments thereof; and (b) the costs of preparation, delivery and filing of any required technical report(s).
	12.4 Entire agreement.  This Option Agreement sets forth the entire agreement between the parties, and any persons who have in the past or who are now representing either of the parties, with respect to the subject matter hereof and supersedes all prior communications, understandings and agreements between the parties or any of them with respect to the subject matter hereof.
	12.5 Further Assurances.  Each party hereto agrees to execute and deliver, or cause to be executed and delivered, such further instruments and assurances, and to do such further acts and things, as may be necessary or desirable to give effect to this Option Agreement, including but not limited to such as may be required for registering or recording changes in the ownership interests in the Property.
	12.6 Assignment.  Subject to Section 6(c) of Schedule "D" attached hereto, during the currency of the Option, neither party may assign or otherwise transfer all or part of its interest in and to this Option Agreement to any third party without prior consent of the other party.  Any assignment shall be subject to the assignee entering into an agreement, in form and substance satisfactory to counsel for the other party, agreeing to be bound by this Option Agreement.
	12.7 Encumbrances.  During the currency of the Option, the parties shall not pledge, mortgage, charge or otherwise encumber their rights and obligations under this Option Agreement or their beneficial interest in and to the Property without the consent of the other party, which consent shall not be unreasonably withheld.
	12.8 Enurement.  This Option Agreement shall enure to the benefit of and be binding on the parties and their respective successors and permitted assigns.
	12.9 Confidentiality.  The parties agree to maintain the highest level of confidentiality with respect to this Option Agreement and all matters relating to the Property, except for matters required to be publicly disclosed by law or the rules or policies of any regulatory authority, stock exchange or quotation system.
	12.10 Arbitration.  Any dispute or conflict between the parties under this Option Agreement which cannot be settled by them shall be submitted to a mutually agreeable mediator who will have no authority to bind the parties and, in the event that mediation efforts are unsuccessful, to a single arbitrator pursuant to the provisions of the Commercial Arbitration Act (British Columbia) or, if the parties cannot agree upon a single arbitrator, to three arbitrators, one appointed by the Optionor, one appointed by the Optionee and a third appointed by the arbitrators appointed by the parties.  Arbitration proceedings shall take place in Vancouver, British Columbia, at such place that the arbitrator or arbitrators shall determine.
	12.11 Governing law.  Except for any matter or dispute relating to the Property including title thereto, which shall be governed by and construed in accordance with the laws of the State of Nevada and the laws of the United States of America applicable therein, this Option Agreement and the rights and obligations and relations of the parties shall be governed by and construed in accordance with the laws of the Province of British Columbia and the federal laws of Canada applicable therein and the parties agree that the courts of British Columbia shall have sole jurisdiction to entertain any action or other legal proceedings based on any provisions of this Option Agreement, and the parties agree to attorn to the jurisdiction of such courts.
	12.12 Construction.  This Option Agreement has been negotiated and approved by counsel on behalf of each of the parties hereto and, notwithstanding any rule or maxim of construction to the contrary, any ambiguity or uncertainty will not be construed against any party hereto by reason of the authorship thereof.
	12.13 Counterparts and delivery.  The parties may execute this Option Agreement in counterparts and deliver same by facsimile or e-mail, each facsimile or e-mail being deemed to be an original and such counterparts, if any, being deemed to form one and the same instrument bearing the date set forth above notwithstanding the date of actual execution.
	12.14 Time.  Time shall be of the essence hereof.


