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Dear Sir/Madam,
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Form 603

Corporations Act 2001
Section 6718

Notice of initial substantial holder

To Compzny Name/Scheme

Paladin Energy Lid

ACN/ARSN

081681 098

This notlee is given by Frontser Gold, In
(Fronteer Subsidiaries) named in the i

1. Details of substantial holder 1)
Name

Fronteer Gold and each of the Fronteer Subsidiaries

c. {Fronteer Gold) on behalf of Itself and

each of ils controlied bodies corporate
st of one page annexed to this notice ang marked A.

ACN/ARSN {if applicable)

Not applicable

The holder became a substantial holder on

Z. Details of voting power

The total number of votes attached to all the voling shares in the company or votiry

¢1/02/2011

relevant interest (3) in on the date the substantial holder became a substantial holder are as follows:

g interests in the scheme that the substantial holder ar an assoclate (2) had a

Class of
securities (4)

Number of securities

Person’s voles (5)

Voting power (6)

Fully paid ordinary

shares 52,097,937

52,097,837

5.699%, based on 777,678,217
fully paid ordinary shares

3. Details of refevant interests

The nature of the relevant interest the substantial holder or an assaciate had in the followin

substantial holder are as follows:

9 vating securities on the Jate the substantial holder became a

Holdgr of relevant interest

Nature of relevant interest (7)

Class and number of securities

Aurora Energy Resources, Ing.
(Aurora)

Subscriber for the securities issued under an
2gresment of 70 pages (plus schedules) dated 17
December 2010, annexed 1o this notice and
marked B (Asset Purchase Agreement). The
shares were transferred to Aurora's parent,
Fronteer Gold on February 1, 2011. The power of
Fronteer to control the disposal of the securities is
limited in accordance with an agreement of 10
pages dated February 1, 2011, annexed to this
notice and marked C.

52,097,937 fully paid ordinary shares

Each of the Fronteer Subsidiaries
(other than Aurora)

Taken under section 608(3} of the Corporations
Act to have a relevant interest by reason of
having voting power (theough its associate,
Fronteer Gold).

As above

4. Details of present ragistered holders

The persons registered as holders of the securities referred to in paragraph 3 above are as follows:

™ Halder of relevant
interest

Registered holder of
securities

Person entitied to be
registered as holder (8)

Class and number
of securities

Fronteer Gold

Fronteer Gold

Fronteer Gold

52,097,937 fully paid
ordinary shares

5. CGonsideration

The consideration paid for each relevant inlerest referred to in paragraph 3 above, and ac

became a substantial holder is as follows:

quired in the four manths prior to the day that the substantial holder

Holder of relevant
interest

Date of acquisition

Consideration (9)

Class and number
of securities

Cash

| Non-cash

Fronteer Gold

February 1, 2011

Frontaer Gold
transaction.

Aurora received the shares as
consideration under, and on the
terms set out in the Asset
Purchase Agreement. The shares
were transferred by Aurera to

52,097,937 fully paid
ordinary shares

on closing of the

6. Associates

Tor#: 2678329.1
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The reasons the persons named in paragraph 3 above are associates of the substantial holder are as follows:

Mame and ACN/ARSN (if applicable}

Nature of association

Each of the Fronteer Subsidiaries

Body corporate controlled by Frontesr Gold, which is the registered holder and beneficial

owner of the securities.

7. Addresses
The addresses of persons named in this form are as follows:

Name Address

Fronteer Gold
Fronteer Subsidiaries

1066 West Hastings st., Suite 1650, Vancouver BC VBE 2E9
As set out in the list of one page anhexed to this notice and marked "A™.

L ]
Signature

ey,

print name  Sean Tetalaff capacity Company Secretary
sign here // date 020212011
et g AAN  ~

[X 1]
J v

DIRECTIONS

(1) If there are a number of substantial holders with similar or related relevant interests (eg. a corporation and its related corporatians, or the manager and
trustee of an equity trust), the names could be included in an annexure 1o the form. If the relevant interests of a group of persons are essentialty similar,
they may be referred to throughout the form as a specificalty named group if the membarship of each group, with the names and addresses of members
is clearly set out in paragraph 7 of the form.

(2) See the definition of "associate" in section @ of the Carparations Act 2001.

{3) See the definition of "relevant interest" in sections 608 and 671B(7) of the Corporations Act 2001.

(4 The voling shares of a company constitute one class unless divided into separate classes.

5} The tatal number of voles attached to alfl the voting shares in the company or veting interests in the scheme (if any) that the person or an associate has a
relevant interest in.

(6) The person’s votes divided by the total votes in the body corporate or scheme multiplied by 100,

(7) Include details of:

(a) any relevant agreement or other circumstances by which the relevant interest was acquired. If subsection 6718(4) applies, a copy of any
document setting out the terms of any relevant agreement, and a statement by the person giving full and accurate details of any contract,
scheme or amangement, must accompany this form, together with a written statement certifying this contract, scheme or arrangement; and

(b} any qualification of the power of & person to sxercise, control the exercise of, ar influence the exercise of, the voling powers or disposal of the
securities to which the relevant interest relates (indicating clearly the particular securities to which the gqualification applies).

See the definition of "relevant agreement” in section 9 of the Corporations Act 2001.

(8) If the substantial holder is unablg to determine the identity of the person (eg. if the relevant interest arises because of an oplion) write “unknown.”

(] Details of the consideration must inciude any and all bensfits, moneys and ather, that any person from whom a relevant interest was acquired has, or

may, become entitled to receive in relation fo that acquisition. Details must be included even  the bensgfit is conditional on the happening or not of a
cantingency. Details must be included of any benefit paid on behalf of the substantial holder or its associate in relation to the acquisitions, even if they
are not paid directly to the person from whom the relevant interest was acquired.

Tor#: 2678329.1
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ANNEXURE "A"
Paladin Energy Lt¢ AGN 061 681 098

Fronteer Subsidiaries

This is Afnexure "A" of 1,99 L I e Form 603 {Notice of initial substantial holder) signed by me and dated 2 February 2011.

SefnYetzTa
Company Secretary
Date: 2 February 2011

Fronteer Subsidiaries

Company hame Address
Fronteer de Mexico S.A, de C.V. (100%}
Frenteer Hotdings Inc. {100%)

Aurora Energy Resources ine. (100%)

Pilot Gold Inc. (100%)

Pilot Gold USA Inc. {100%}

New Est Gold Corporation {100%)

Fronteer Investments Inc. (100%)

Fronteer Development {USA) inc. (100%)
Frontear Davelopment LLC (100%)
Fronteer Royatty LLC {100%)

Nevada Eagle LLC {100%)

AuEX Ventures Inc. (100%)

| AUEX In¢. (100%)

Pitiston Nevada Gold Company Ltd. (100%}
Agola Madencilik Limited Sirketi (100%)
Truva Bakir Maden Isletmeleri A.S. (40%)
Ortu Truva Madencilik Sanayi Ticaret Limited
Sirketi (40%)

West Peguop LLC (49%)

Pequop Exploration LLC {49%)

Tori#: 2678329.1
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ANNEXURE "B"
Paladin Energy Ltd ACN 061 681 098

Asset Purchase Agreement

nexure "B* of 117 pages (70 page Agreement plus schedules), referred to in the Form 803 {Notice of initial substantial hol
2 February 2011.

Séan Tetzlaff
Company Secretary
Date: 2 February 2011

Tor#: 2678329.1

der) signed by me and dated
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FRONTEER GOLD INC.

AURORA ENERGY RESOURCES INC.

0897974 B.C. LTD.

PALADIN ENERGY LTD.

ASSET PURCHASE AGREEMENT

DECEMBER 17, 2010

/ NGER

Vamooorer Celgacy Yellowimite




Feb 02 11 08:34p fronteer develop 604-632-4678

TABLE OF CONTENTS

Page

ARTICLE 1. INTERPRETATION........conmierrreseemmesssensssesmessmsessseessonnans S R w2
LI DIIHONS. ..oveovrrrresscesissi st e bsnsseesssssessessseseesssssssse s s es e eeeeeeeee oo 2
1.2, Certain Rules of INtOIPretation. ...........uweeveeereosrresssseessesmsssoomsoessoses oo 12
I < I3
B4 SCREANIES ovvi st bma ettt 13
ARTICLE 2. PURCHASE AND SALE OF THE PURCHASED ASSETS woveeoveeoomoooooooonn, 14
2.1 Purchase and Sale of the Purchased Assets and the Aurora Business...................... 14
2.2, Assumption of Liabilities by the BUyer..............cooooceooroooomveoo s 14
2.3, PUrChase PLiCE......ccooivivuicreerereconrieenne e esseesssseeeesesessee et oo 14
2.4.  Allocation of PURChASE PHOE......vcvrviuivrriareierorivesissiiene e sessesesssssseseseseeese oo e 14
2.5, Payment 0f PUIChase PTICO.........vvuuurerieeeisioeseereeseeeeee oo s oo oo 15
2.6, Consideration SRATES .........c..cvvvreivnemroneisonsirieisosessee e seesseesseesssessoess oo 15
2.7. Risk of Loss and Damage Prior to CIOSINg.....u.vuveeseeeerereecoeeessveossoooooooooeooeoe o 15
2.8 Performance by the BUYEE .......couueeeeeeieioniensseeeries e oot 15
2.9.  Performance by the SELET............vieuurcveeeniiiin et oo eesee 15
ARTICLE 3. REPRESENTATIONS AND WARRANTIES OF FRONTEER / SELLER. 15
3.1. Fronteer/Seller COrporate MAETS ........ovuueereueeorerreeeeseeeeeeeeeeeeeooosoeoeooeoeoeeeeoooe 15
3.2, Seller Public DISCIOSUIE.........c..crurerrrrireisseecesemaesteseseeesss oo oo oo eeeeseoe oo 16
3.3, PUTCHASEA ABSEIB....uvuviueeiececrssremuien s reess ettt sst e seeeeeeeees s 17
3.4, Absence of Conflicting AGIESMENTS........c.uvwveeeeeeesesmseseeeessesseessoesesoes oo 19
3.5, Seller Consents and APPTOVAIS ........cc.o.ooi oot 20
3.6 AbSence of CHANGES..........coovvvmveevnenriemnmniieseeones e reese e ees e eeeeeeeeeoeoe 20
3.7, Seller TAX MAHETS.......vvuuocssivtserassesssescsesssnscissansesesstsssesssmesesssesssess e seesseeses e eeeoose 21
3.8, Sensilive PAYICILS .....ccovcurerrmmummsins e coaceeons s imses s s ees oo esee e 22
3.9, Compliance with Applicable Laws and LiCeNCes............ovveoveooosoooooooo 22
310, Litigation and ClaImS  .......uuu.ee.cccreree ittt ssesseseessss e s tesse s se oo oo 22
3.11. Michelin Family CIaim......co..couerommromemieesieceeoomiiseesosieessssoees oo 22
3.12. Software Licences and Information................c.o.ovevveosroemoooeooooooooooo 23
313, COMPUIET ASSEIS ...ovv..coerrrsrceeriecves et e istseses e eeeeessae s sss s eeeeseeeeese o 24
3.14. Employment Maters.............ocvuiieercriruresiossnarsso e sesssstsossssesesossseeseeseesee 24
3.15. Environmental MAUETS. ..........ovvueouveeeeeeescens oot eeoeeoe oo oo esee s 25
3.16.  Intellectual PIOPEITY........cocouuceerceeerisiesrsriens st eeesseeesssessterssssmssoseses s ee s 26
307, ReSUIICHVE CONMMIACIS..........o.coeeirirerereernriess i sessss e eeeseesess st essesse s esseeeeeseeeesesee e 27
3.18. Financial STAtemMEnts . .............coocvrererinsimnssassssssssresecsesssssesesssssesssses oo oo 27
3.19. MiNeral RESOUITES .......cuuuureerrcmmnrisesnssssssssssseseeseesesssessssass s e sooseesees e eeesese e 27
3.20.  Knowledge of HOId PEIiO v.vuervvereeenierisssiseceneeseenseeses e essessse e 27
3.21.  Consideration Shares - Certificates.......ceummuirerrereeecersirienssesssessseoso oo 27
3.22. Knowledge of NO PrOSPECIUS. .....cvvvrvivveeririoeeseeeeee e rress et oeoeeeeoee 28
3.23. COMPEULON AC.....cuuiiveserrirrcamiensiimneseeniesssceesseseses s eeresseseeems s eeo s eeeoeeee s 28
324, COMIMUSSION 1111erivrseauemareensresrresmsstonas et st s et see s e seee s eeee oo 28
ARTICLE 4. REPRESENTATIONS AND WARRANTIES OF THE BUYER.......oo.ooooovoo.. 8
4.1, Buyer Corporate MatterIS. ... ..omveeereoors oo oo 29
4.2, Buyer Consents and APPIOVAIS..........coovvuureveeemreresesssseessesssossossesesssss s oessoe oo e 29



Feb 02 11 08:34p fronteer develop 604-632-4678

it
43, COMMISSION cooooirrr v onsssssseeeress s smss s oot 30
ARTICLE 5. REPRESENTATIONS AND WARRANTIES OF PALADIN .ocovrcrenrrrasenaranes 30
3.1 Paladin COPOrate Matters .......u...eeeeusummmrersssessennssessesseoessossse o 30
3.2. Absence of Conflicting Areements.......c.........ovroeersioeroen oo 31
3.3, NO GUALARKEES. ..oveesserovcvrerssiscecomscosserssssseesssecesesesses oo oo 31
3.4.  Paladin Consents and APPIOVALS .......couuuesrecesssseermsessecosos oo 31
3.5. ABSENCE Of CHANGES......vovvcvverssrvemeereesssssere oo ceenmeesess oo 32
3.6, Paladin’s MINeral PIOPEIHES......coeuvvvervovessseeocoessee oo 32
5.7, Issued Capital Of Paladitl v....covovvvvvcecerovne oo ceoonesseoooo 33
3.8 Issuance of Paladin SKAIES..........ovcoureereemieesmisseeeessescmsrens oo 33
5.9.  Compliance with SECUIIHES LAWS...vcvovceovvvrvreomeeresseoseeneooooo 33
5.10.  Exemption from Prospectus REQUITEINENLS 1.vvuvovrseecreeo st 33
5.11. Listing 0f PAladin SHATES 1.......vvv.vcvveceersessrmsssssssesreeeeeossosesmssoons oo 34
312 Matetial OBLBAHONS .........covuereererermreerecsseenereresessess oo 35
3.13. MINETal RESOUICES ..ovoervvorviimisveciececemmniminissessenees s seeeseceossessessoss s 35
B = L OO 35
5.15. Environmental MAMETS. .....cocoeeueveeeveeeeroomvonsorseeeseeeeoeeose s oo 35
5.16. Internal Controls and Financial RePOTHNG vt sees e 35
3.17. Paladin Financial StAEMEIS ............uuvrvmumersssiemsenssameuesossaeseossosmoooosooos oo 36
5.18. Paladin TaxX MaHEIS ..........ccureciviveerereererree oo sosss oo 36
5.19. No Undisclosed LIaILIIES. cuvuuvereeeseeesrereressssensesreerreesoressessssss oo 37
520 THARSET ABENE.......iuiummueurmmmmsmmsssisssieesseesseensers e sesso st 37
321, PUBHC DISCIOSUIE .........ccoevesess st sscersmenessonssmmssssnsssseesesssssressesssssosssess oo oo oeeeee . 37
322, COMPEUHON ACt....urnieirieesiceiverieererecenemsmssssssseseesesesesssssesssssses oo oeeeeoeseseoeoe . 37
523, COMIMISSION ......vtrrrivmsisissasmsanicerecensessssomssnnnsesessscseeersssessssses e esseesesoese oo eeoeeee 38
ARTICLE 6. SURVIVAL AND LIMITATIONS OF REPRESENTATIONS AND
WARRANTIES ....crmoes s sestsssessasssmsmsmssssssssesssssssssassrasssssssssssssssssssssssasssessearssseseesessosseeeeemseemees s 38
6.1.  Survival of Representations and Warranties..........owereerrvooveer 38
6.2, Knowledge of the Seller Of FIONEer. ..........uuerueomucneve oo oo 39
6.3.  Knowledge of the BUYEr 0F PAIadiNl...v.......coevevueeneoeecer e 39
ARTICLE 7. PALADIN AND BUYER CONDITIONS PRECEDENT....ovooo....... voreereranaas 39
7.1 Conditions of Paladin and the BUYET w........coucrooceceeveereooooooooo 39
7.2.  Accuracy of Representations and Performance of Covenants........c.ocovevveeovveennnnnnnn, 39
L R T 40
74.  Consents, Authorizations and RegiStrations ............e.e.eeeremseenssroosoooosoooooo 40
730 LIIGRHOM. oot cenecsvesessrssssscssssessees st sssssesesoesesses e oo 40
7.6. Receipt of Closing DOCUMEAtON. ....cuvvervvveveereroeneonorersesseenesoooooooooooooooeoo 41
77 TREAL OPIION ..o tvsressiseeseeessnssisonsasssenseesesos o sesesss s oeeoeeoeoeoeeee . 4]
7.8, Material AdVerse BEFRCE. ......uvvivveeeeereerrosiisossessionosessseossossssss oo 41
7.9 Listing of Consideration Shares on the TSX ..........ccoovevrccrereoovooeeooorooooooooo 41
7.10. Cleansing NOUCE ......o.uvimmrervvsessessesssensessmsssssisemsssssesesessessreresessosssessessseeseoeeoesosenes e 42
711, COMPEHHON ACT..oooevceerocoeeeveereeeraseeeeoesemasessoaseseseseesseeee e 42
ARTICLE 8, FRONTEER AND SELLER CONDITIONS PRECEDENT ... 42
8.1.  Conditions of Fronteer and the Seller ...............occooooo . et ere e 42
8.2. Accuracy of Representations and Performance of Covenants......................... 42
8.3.  Consents, Authorizations and Registeations ... rrerieneinens 43



Feb 02 11 08:34p fronteer develop 604-632-4678

iii
B4 LIUBAHOM. esvovocscomvcesiriessmneees sosnessssees oot 43
8.5. Receipt of Closing DOCUMENBLON .....c.vceveoersecenseeerrosemssrssss oo 44
8.6, Legal OPImOn ..oooooscviceisiossceensccansconsrssmssssissesceesseeeessesseoe oo 44
8.7 Material AQVerse BfeCt....u.....occccmeerommcmmmseiisonsoonenesmssesom oo 45
8.8.  Listing of Consideration Shares on the TSX and Cleansing Notice...........ccovronas 46
8.9.  COMPEUHON ACL cvrvrvvrerieccceoerers s sescssressesses e 46
ARTICLE 9, PRE-CLOSING COVENANTS OF THE PARTIES .............. shersrernsasessstssnanse 46
9.1.  Conduct of Business Prior to ClOSING oot e 46
D2, AGCRSES coosmsuteceenetre sttt et et oo 47
9.3, Actions to Satisfy Closing Conditions ..o 47
O e OO 48
L L L 48
9.6 Issue of PAladin SHAICS v.vvveicve..cocercesirereensssissenessseeeeeee s oo 49
9.7. Filings with Governmental AUthOTHHES «.........covecreoeroroorroooooooooo 49
9.8, COMPOLHON FIlNG . .v..ovverceenrrercrssssnnssonsecsersssneeseeressesssssssoos oo 49
ARTICLE 10. TRUST FOR ASSETS NOT TRANSFERRED BY CLOSING....ccovvrarranss. 50
103, Consents NOt RECEIVEA ..1uvureesvoevermcereesssssremeesessresesnscosseesssoss s s 50
10.2. Ineffective TIANSTET..........covceeceeeeecereesensensesnmeesencoss s sessees oo oo 50
10.3. Confidentiality AGIEEMENIS........cocorvvosrirvvvsereeeessseensssensseesooms oo 50
ARTICLE 11. EMPLOYEES...... Sev e e nnanas 51
1.1, Retention of EXisting EMIPIOYEES.....cuumveeceerrmmmsriviimmeessornsssssesssssssssos oo ooosoooosooosoese 51
11.2. Termination of EMPIOYMENL.............ooecerrmsumesrissssoeensseesessscesessseoms oo 51
I1.3. Offers of EMPIOYMERE .....cc.ocoorvverecrmmsnescrmseseseseseeeeeooseose oo 51
ARTICLE 12, CLOSING ARRANGEMENTS .ovvnevstsoneremmesssnsosseommeeseeossss veane et st sama e an s 52
12.1, OULSIAE DAIE.........oooriirsieneeeee e ssserssssssissasssssssssssssesssesesseseessnssarss s 52
122 PIACE OF CIOSING .-evvcvvrrienresciccccnenesnencssssssseass e secersssos oo 52
12.3. Deliveries by the Seller and Fronteer................occomommoooo 52
12.4. Deliveries by the Buyer and Paladin...........coo.o.oooooommverrvomo 54
12.5. Coneurrent DERVETY.... .. uummmuriusmeeerisnerssirns oo osress s 56
12.6. Transfer of PUrCHASEA ASSEIS........ccvvvvrrveveeoeceoeceeeresesoesr oo 56
G 56
ARTICLE 13. POST-CLOSING COVENANTS OF THE PARTIES........ ssestsasse e b 56
13.1. " Payment of Taxes on Sale and TranSTer .. .........vvveceenrvoronoososs oo 56
13.2. Final Approval of the TSX .........ceuermemrvonoosioiioiessesee o esoeeessssess oo oo 56
13.3. Cleansing NOUCE .........o.ovvvvc.ccecvrerernrirns s iareensessssssssssseenesessessssssses s seses s 57
13.4. Change OFNEINE ......coovvveeec i sarsse e eeeesssses oo eoeoeeeee oo 57
13.5. BTA EISCHOM -..oivvvoi v sssssssss st snermmeseres oo 57
13.6. COPIES AN ACCESS wuvvvvvvveeeersisisveeeseecs s usssstsssseesseesssosemssssese e oo 37
13.7. Share Certificate — Removal 0F LEZEnd. ...uvuvovuueuuueeremsseeeveesrsen oo 58
13.8. RepOrting ISSUEE SEAIUS ...o.covsec.eeeereereecresssssiassosseeeseeenseermssse e 58
13.9. COMPELHON ACT.cuuvuivevreereciresesssermeesresssssssassesmseesreresesssssss oo oo 38
ARTICLE 14. GENERAL TERMINATION PROVISIONS ccov.oovovooooe oo 58
VEL - TOMUNAUON. .....cstsvess et cesenssessesseses s s s scsesaeesse st 58
14.2. Termination PrOCEAUIE.........c.v.vuvvcewceeeeeesserossssssssssssssesseeesessssmsesssssesssessos oo eeoses oo 59

14.3. Effect of TEMUIAtON. o.c....oovovvoovrveveeceeeoss oo 60



Feb 02 11 08:35p fronteer develop 604-632-4678

iv
ARTICLE 15. INDEMNIFICATION ...cccricinnctinimstinimassssssssnsssssissssstsesssasssmams e ssnsnsasesss wenaens 60
15.1,  DDEIIMILIOIIS. ¢t eveeeseeereeeeeetssssesarsrreesebe s st shab s e b e e e s s LA E A RE AL 18R E s aR AR TS e e 60
15.2. Indemnification by Seller and FIONtECT ......oiveriiiiimmieinnies i s 61
15.3. Indemnification by the Buyer and Paladin......cooooeniinimn i 61
15.4.  Agency for Representatives ..o iisimims st e 62
15.5. Indemmification ProCedUIE.....covieeriermcrmiiininn i rsnsssss s iesrssasne s anssnsssastassss s sssnensnss 62
15.6. Failure to Give Timely Notice of Third Party Claim........cccceovuvininns et 63
15.7. Procedures for DIrect ClAMIS v vemiicimmisniissininermies cssnsnsmns s i ssss e s 63
158, Liability LTS ..cvcoiininuirecimen e b s s 64
15,9, EXCIUSIVALY 1ovvvereurmreemesses sttt bbb s b b 66
ARTICLE 16. GENERAL....ccvrrrevrrrisnrsnmmmsssesastemsnssssriensssnssasmsmssssssssssisssssemavasses erecrisnenssnansnss 66
16,1, EXPBISES 1.eorerieiiniuiitisissssssnssessesen et 1S eSS RS 1808 66
16,2, IOUICES 1overeerseerseeesesssanssrsnrsrresseetesasssaressneesaressbs 1EISoatassnsmnass it sintasmsss i Ee bR EEE L v TR Erem st essn s 66
16.3.  Public ANNOUNCEIMEILS ...iuevesrireeroses reeeetstisssmnsnatssissasasssmesprsrassses s st sa s pa s massaassanss 68
16,4, AINENGIIEIE. .1.vereerer oo et iverreers s srer s sar oS8 Y 11T RS s e R4 T RS AR E S s sn e T 68
16.5. Waiver of RIBRIS ... oot s s 68
166, ASSIEIINEIE ...oovvieerreieisivieisissir s st bR S s s 68
16.7.  ToIACE 1.vereceeeeeeeereeereieerrsessesaesesesesssbecamsasar s ehe e e e o ae TR TR st e e En v b SR RS e 68
16.8. Third Party BenefiCiaries ...o..coeveinesimmrenrsseisimmiimis s 69
16.9.  FUITHET ASSUTAIICES . ...cveveevteveersseseescearsestares e e vAr s s s he RS R S e LD LS s s RS b st 69
16.10. COUNLETPATES ... cv.coeveersiurersrsensessasssessesveriarsss e S S R s 69

.10



Feb 02 11 08:35p

fronteer develop 604-632-4678

ASSET PURCHASE AGREEMENT

THIS AGREEMENT is made this 17* day of December, 2010.

BETWEEN:

AND:

AND:

AND:.

RECITALS:

FRONTEER GOLD INC., a corporation existing under the laws of Ontario and
registered to carry on underiakings in the Province of Newfoundland and
Labrador

(“Fronteer”)

AURORA ENERGY RESOURCES INC., a corporation existing under the laws
of Newfoundland and Labrador

(the “Seller”)

0897974 B.C. LTD., a corporation existing under the laws of British Columbia
and to be registered to carry on undertakings in the Province of Newfoundland
and Labrador

(the “Buyer™)

PALADIN ENERGY LTD., a corporation existing under the laws of Australia

(“Paladin”)

A The Seller owns and operates the Aurora Business (as defined bélow) and owns or holds
under lease or licence (as described herein) the assets used in connection with the Aurora
Business;

B. The Seller wishes to sell, and the Buyer wishes to purchase, the Purchased Assets (as
defined below) and the Aurora Business as a going concern on the terms and conditions
set out in this Agreement;

C. Fronteer is the registered and beneficial owner of all of the issued and outstanding shares
of the Seller and as such will benefit from the transactions contemplated by this
Agreement and it is a condition of the transactions contemplated by this Agreement that
Fronteer indemnify the Purchaser and Paladin against certain losses in connection with
the sale of the Purchased Assets and the Aurora Business; and

.11
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D. The Buyer is a wholly owned indirect subsidiary of Paladin and Paladin has agreed to
issue the Consideration Shares (as defined below) to allow the Buyer to pay for the
Purchased Assets and the Aurora Business.

IN CONSIDERATION of the premises and the mutual agreements in this Agreement, and of
other consideration (the receipt and sufficiency of which are acknowledged by each Party), the
Parties agree as follows:

ARTICLE 1.
INTERPRETATION

1.1. Definitions

In this Agreement:

(2)

(b)

(©

(d)

(¢)

f
(®)

(h)
(i)

“Act” means the Corporations Act, R.S.N.L. 1990, ¢. C-36 and the regulations
thereunder;

“affiliate”, “body corporate” and “subsidiary” have the respective meanings
ascribed to those terms by the Act on the date hereof:

“Agreement” means this asset purchase agreement and all attached schedules, in
each case as the same may he supplemented, amended, restated or replaced from
time to time in accordance with its terms;

“Amcillary Rights Agreement” means an agreement between Fronteer, Seller
and Paladin with respect to the Consideration Shares substantially in the form

attached hereto as Schedule 1.1(d);

“Applicable Laws” means any Canadian or foreign federal, provincial, state,
local or municipal statute, law (including the common law), proven land claim,
ordinance, rule having the force of law, regulation, by-law (zoning or otherwisc)
or Order or rule of any stock exchange or securities commission, that applies in
whole or in part to the Seller, the Buyer, Paladin or Fronteer, or o any affiliates
thereof as applicable;

“Artwork” means the artwork set out in Schedule 1. 1(5);

“Assumed Contracts” means all Contracts to which the Seller is a party that are
related to the Aurora Business, excluding the confidentiality agreements referred
to in Section 10.3;

“Assumed Obligations” has the meaning set out in Section 2.2;

“ASX” means the Australian Securities Exchange operated by Australian
Securities Exchange Limited;
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«Aurora Business” means the mineral exploration business and all other related
or ancillary business activities conducted by the Seller, including all activities
related to the Aurora Real Property and the Aurora Licences;

«Aurora Financial Statements” means the financial statements of the Seller for
the year ended December 31, 2009, including the notes and related auditor’s
report thereon, and the unaudited financial statements of the Seller for the fiscal
quarters ending March 30, 2010, June 30, 2010 and September 30, 2010;

«Aurora Licences” means the Licences listed in Schedule 1.1{1), including, for
greater certainty, the Licence to Occupy,

«Aurora Real Property” has the meaning given to such term in Section 3.3(c)(i):

“Aurora Rights” means all rights, interests and entitlements (other than the
Aurora Licences and the Land Use Permits) owned, leased or otherwise held or
enjoyed by the Seller and related to the Aurora Real Property, the Aurora
Licences or the conduct of the Aurora Business, including any rights, interests and
entitlements from other third parties, including First Nations parties such as the
Innu, Inuit and Métis;

«Books and Records” means all books and records owned by or in the possession
or control of the Seller and/or Fronteer pertaining to the Aurora Business;

“Business Day” means a day, other than a Saturday or Sunday, on which banks
are open for the transaction of business in the relevant jurisdiction;

“Buyer Indemnified Parties” has the meaning given to such term in Section

15.8(b);

“Change of Control Obligations” has the meaning given to such term in Section
3.14(c);

“Closing” means the completion of the sale to and purchase by the Buyer of the
Aurora Business and the Purchased Assets and the completion of all other
transactions contemplated by this Agreement which are 1o occur
contemporancously with the purchase and sale of the Purchased Assets;

“Closing Date” means the date that is the fifth (5") Business Day in Ontario,
British Columbia and NL following satisfaction or waiver of the last of the
conditions set out in Article 7 and Article 8 hereof; provided that such date shall
be no later than the Outside Date, unless the Parties otherwise agree in writing;

“Closing Document” means any document delivered at the Closing Time by any
of the Partics as provided for in or pursuant to this Agreement;

“Closing Time” means 6:00 a.m. Vancouver time on the Closing Date or such
other time on the Closing Date as the Partics agree in writing that the Closing
shall take place;

.13
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“Commissioner” means the Commissioner of Competition appointed pursuant to
the Competition Act and includes any Person authorized by such Commissioner
to act on such Commissioner’s behalf under the Competition Act;

“Competition Act” means the Competition Act, R.S., 1985, c. C-34 and the
regulations thereunder;

“Computer Assets” means all servers, personal computers, laptop computers and
special purpose systems utilized by the Seller in the ordinary course of the Aurora
Business and, for certainty, includes all data and information contained therein;

“Confidentiality Agreement” has the meaning given to such term in Section 1.3;
“Consideration Shares” means 52,097,937 newly issued Paladin Shares;

“Contract” means any agreement, indenture, contract, lease, royalty or similar
entitlement, deed of trust, option, instrument or other commitment, whether or not
written, entered into by a Party prior to the Closing;

“Corporations Act” means the Australian Corporations Act, 2001 (Cth);

“Epcumbrance” means any encumbrance of any kind whatsoever (registered or
unregistered) and whether contingent or otherwise and includes a security interest,
mortgage, lien, hypothec, pledge, hypothecation, assignment, charge, security,
security interest or other adverse interest;

“Environment” means the totality of surrounding natural conditions including
air, surface water, underground water, ground water, land surface, subsurface
strata, any land, soil or underground space even if submerged under water or
covered by a structure, all living organisms and interacting natural systems that
include components of air, land, water, organic and inorganic natural matters and
living organisms and environment or natural environment as defined in any
Environmental Law and “Environmental” shell have a similar extended meaning;

“Environmental Laws” means all Applicable Laws in Canada relating in whole
or in part to the Environment and includes those relating to pollution or protection
of the Environment or natural resources and the protection of public and
employee health and safety;

“Equipment” means the equipment and fixed assets used in the Aurora Business
set out in Schedule 1.1(gg);

“Excluded Assets” means the following assets of the Seller:
() all cash on hand, cash equivalents and cash on deposit with banks or other
" depositories (but excluding any security deposits and bonds in place with
respect to the Aurora Licences);

(i)  all common shares of Pacific Ridge Exploration Ltd.; and
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(i) minute books, stock ledgers, tax records, insurance policies and personnel
records that the Seller is required by law to retain in its possession;

“GAAP” means generally accepted accounting principles in Canada from time to
time;

“Goodwill” means the goodwill attributable to the Aurora Business and the
exclusive right of the Buyer to represent itself as carrying on the Aurora Business
in contimuation of and as successor to the Seller, and the right to use any words,
designs and logos indicating that the Aurora Business is so carried on, including
the right to use the name Aurora or any variation thereof as part of the name of, or
in connection with, the Aurora Business to be carried on by the Buyer and the
right to the Seller’s telephone number, fax and email address and websites;

“Governmental Authority” means any Canadian or foreign government whether
federal, provincial, state, local or municipal and any governmental agency,
governmental authority, governmental tribunal, court, governmental commission
(including a securities commission) of any kind whatsoever, any subdivision,
agency, commission, board or authority of any of the foregoing or any quasi-
governmental or private body exercising any regulatory, expropriation or taxing
authority under or for the amount of any of the foregoing or any stock exchange,
having jurisdiction and includes the Nunatsiavut Government;

“Hazardous Substance” means any chemical, mineral, material or substance in
any form, whether solid, liquid, gaseous, semisolid or any combination thereof,
whether waste material, raw material, finished product, intermediate product, by-
product or any other material or article, that is listed or regulated under any
Environmental Laws as a hazardous substance, toxic substance, waste or
contaminant or is otherwise listed or regulated under any Environmental Laws
including radioactive solids or dust particles, tailings, radon gas, petroleum
products, asbestos, PCBs, urea formaldehyde foam insulation and lead-containing
paints or coatings;

“JFRS” means International Financial Reporting Standards in effect in Australia
from time to time;

“Information” means all information (whether oral or in writing, or stored in
computerized, electronic, disk, tape, microfilm or other form) furnished by a
Party, its affiliates, and their respective Representatives, and all analyses,
compilations, data, studies or other documents or records prepared by a Party or
its Representatives containing or based, in whole or in part, upon any such
furnished information or derived from access provided by a Party, its affiliates,
and their respective Representatives, and each item thereof, whether obtained
before or after the date of this Agreement, but for greater clarity the term
“Information” does not include information that (i) is already in the other Party’s
possession, if the possession of such information is not known to the other Party
to be subject to a confidentiality agreement with or other obligations of secrecy or
fiduciary responsibility to the disclosing Party or another Person, (ii) becomes
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available to the other Party on a non-confidential basis from a source other than
the disclosing Party, its affiliates, and their respective Representatives, which
source to the other Party’s knowledge is not bound by a confidentiality agreement
or other obligation of secrecy or fiduciary responsibility to the disclosing Party or
another Person and is not otherwisc under an obligation of secrecy to the
disclosing Party or another Person, or (iii) is independently developed by the
other Party without reliance on Information:

“Imterim Period” means the period from and including the date of this
Agreement to and inchiding the Closing Time;

“Land Use Permits” means the land use permits that are approved or granted by
the Nunatsiavut Government described in Schedule 1.1(pp):

“Leased Premises” means the premises which are leased by the Seller as lessee,
as more particularly set out in Schedule 1.1(qq);

“Leaschold Improvements” means the leasehold Improvements more
particularly described in Schedule 1.1{rr);

“Leases™ has the meaning given to such term in Section 3.3(by;

“Legal Proceeding” means any judicial, regulatory, administrative or arbitral
action, suit, proceeding (public or private), claim or governmentzl proceeding or
process;

“Licence” means any licence, permit, approval, right, privilege, concession or
franchise issued, granted, conferred or otherwise created by a Governmental
Authority, including mineral licences and similar mineral tenures and Heences to
occupy land;

“Licence to Occupy” means licence to occupy number 130636 issued by the
Government of NL on July 24, 2007, as renewed on August 25, 2010;

“Material Adverse Effect” means, in respect of anmy Party, any change,
occurrence, event, fact, inaccuracy, circumstance or effect that individually or in
the aggregate with other such changes, occurrences, events, facts, inaccuracies,
circumstances and effects is, or would reasonably be expected to be, material and
adverse to the business, assets, liabilities, capitalization, financial condition or
results of operations of such Party or its subsidiaries, taken as a whole, other than
any change, occurrence, ¢vent, fact, inaccuracy, circumstance or effect:

(1) attributable to the negotiation, execution, announcement or performance of
this Agreement or the tramsactions contemplated hereby or the
consummation of the transactions contemplated by this Agreement;

(i)  relating to general political, economic or financial conditions;

(i)  relating to the state of securities markets in general;
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(iv})  resulting from changes in the price of uranium;

(v)  resulting from the rate at which Canadian dollars, Australian dollars or
United States dollars can be exchanged for any foreign currency;

(vi} relating to the uranium mining industry in general and not
disproportionately relating to or affecting such Party;

(vi)) relating to changes or proposed changes in law (including tax law),
regulatory conditions, policies or government programs or the
interpretation, application or non-application of laws, conditions, policies
or programs by any Governmental Authority; or

(viii} resulting from any changes in GAAP or IFRS;

“Material Contract” means any Assumed Contract that is material to the Aurora
Business and/or the Purchased Assets, inchiding any Contract that has annual
payment obligations that are in excess of $50,000;

“Michelin Family Claim” means the claim advanced by the Estate of Edward
Leslie Michelin against certain resources comprised in the Aurora Mineral Rights
known as the Michelin deposit due to an alleged agreement with British
Newfoundland Exploration Limited, a prior holder of claims which are now part
of the Michelin deposit, for payment to the Estate of $10,000,000 in connection
with the alleged discovery by Edward Leslie Michelin of uranium at the Michelin
deposit;

“NI 45-102” means National Instrument 45-102 - Resale of Securities of the
Canadian Securities Administrators;

“NL” means Newfoundland and Labrador;

“Order” means any order (including any judicial or administrative order and the
terms of any administrative consent), judgement, injunction, decree, ruling or
award of any court, tribunal, arbitrator or other Governmental Authority;

“ordinary course” or “normal course” means any transaction that constitutes an
ordinary day-to-day business activity of a Person in accordance and consistent
with its past business practices;

“Outside Date” is the date determmined in accordance with Section 12.1;

“Paladin Convertible Bonds” means, collectively, the outstanding US$250
million aggregate principal amount of 4.50% convertible bonds of Paladin due
2011, the US$325 million aggregate principal amount of 5.0% convertible bonds
of Paladin due 2013 and the US$300 million aggregate principal amount of
3.625% convertible bonds of Paladin due 2015;
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“Paladin Financial Statements” means, collectively, Paladin’s consolidated
audited financial statements for the years ended June 30, 2009 and June 30, 2010,
including the notes and the related auditors’ reports thereto, and Paladin’s
consolidated unaudited financial statements for the fiscal quarter ended
September 30, 2010;

“Paladin Mineral Properties” means the material mineral properties, rights and
projects of Paladin and the Paladin Subsidiaries disclosed in the Paladin Public
Documents;

“Paladin Options” means options to acquire Paladin Shares granted pursuant o
the executive share option plan of Paladin as approved by Paladin’s shareholders
on November 21, 2006;

“Paladiz Public Documents” means all financial statements, management’s
discussion and analysis, management information circulars, annual information

forms, material change reports, prospectuses and other documents filed on
SEDAR by or on behalf of Paladin from and after January 1, 2009

“Paladin Shares” means ordinary shares in the capital of Paladin;
“Paladin Subsidiary” means any of the material subsidiaries of Paladin,

“Parties” means the Seller, Fronteer, the Buyer and Paladin collectively, and
“Party” means either one of them;

(mmm)"“Performance Share Rights Plans” means the performance share rights plan for

(nnn)

Paladin employees and directors and the performance share rights plan for Paladin
contractors as approved by Paladin’s shareholders on November 25, 2009:

“Permitted Encumbrances™ means:

)] the reservations in any original grants from the Crown of any real property
or interest therein;

(1)  inchoate or statutory liens for Taxes not at the time overdue and inchoate
or statutory liens for overdue Taxes, the validity of which is being
contested in good faith but only for so long as such contestation
effectively postpones enforcement of any such liens or Taxes;

(i)  statatory liens incurred or deposits made in the ordinary course in
comnection with workers’ compensation, unemployment insurance and
similar or equivalent legislation, but only to the extent that each such
statutory lien or deposit relates to amounts not yet due;

(v)  liens and privileges arising out of judgements with respect to which a
Person intends to prosecute an appeal or proceedings for review but only
for so long as there is a stay of execution pending the determination of
such appeal or proceedings for review;
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™)

(vi)

{(vi1)
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(x)

(xi)

(xii)

security given to a public utility or any Governmental Authority when
required in the ordinary course of business of a Person;

undetermined or inchoate liens, charges and privileges incidental to
current construction or current operations, repair or storage liens arising in
the ordinary course, and statutory liens, charges, adverse claims, security
interests or encumbrances of any nature whatsoever claimed or held by
any Governmental Authority which have not art the time been filed or
registered against title or served upon the Seller pursuant to law or which
relate to obligations not due or delinquent;

assignments of insurance provided to landlords (or their mortgagees)
pursuant to the terms of any lease, and liens or rights reserved in any lease
for rent or for compliance with the terms of such lease;

servitudes, easements and any registered restrictions or covenants that run
with the land provided they have been complied with;

financing statements and other secured party filings for purchase money
liens or liens securing rental payments for transactions made in the
ordinary course of business of a Person;

rights of way for, or reservations or rights of others relating to, sewers,
water lines, gas lines, pipelines, electric lines, telephone and cable lines
and other similar products or services;

zonming by-laws, ordinances or other restrictions as to the use of real
property and agreements with other Persons registered against title to the
properties of a Person; and

the Draft Regional Land Use Plan for the Labrador Inuit Settlement Area
dated August 2010 prepared under the direction of the Labrador Inuit
Settlement Area Regional Planning Authority;

“Person” includes any individual, firm, body corporate, executor, administrator,
legal personal representative, estate, group, partoership, joint venture, trust,
association, unincorporated association or organization, any Governmental
Authority or any other entity recognized by law;

“Personal Property” means all tangible personal property used in the Aurora
Business, including Equipment, Computer Assets and Vehicles;

“Plans” has the meaning given to such term in Section 3.14(f);

“Prepaid Expenses” means all prepaid expenses of the Seller attributable to the
Aurora Business or the Purchased Assets, including amounts paid for licensing
fees, property taxes, telephone rentals, utilities and rentals with a continuing
benefit to the Buyer after the Closing Time;
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“Purchase Price” means the purchase price to be paid by the Buyer to the Seller
for the Purchased Assets, as provided in Section 2.3,

“Purchased Assets” means, wherever located, all assets required to carry on the
Aurora Business, excluding the Excluded Asscts, but specifically includes the
Seller’s right, title and interest in:

(i) the Aurora Licences and any security deposits and bonds in place with
respect to the Aurora Licences;

(i) the Aurora Real Property;
(iif)  the Licence to Occupy;
(iv)  the Aurora Rights;

) the Leasehold Improvements and, subject to the Leases, the Leased
Premises;

{(vi)  the Assumed Contracts;

(vii}  the Prepaid Expenses;

(viii) the Software Licences;

(ix)  the Computer Assets;

(x)  the Equipment;

(xi)  the Vehicles;

(xil)  the Personal Property, including the Artwork;

(xiii) the Intellectual Property;

(xiv) the Goodwill; and

(xv)  the Books and Records;

“Release” means any release, spill, leak, discharge, abandonment, disposal,
pumping, pouring, emitting, emptying, injecting, leaching, dumping, depositing,
dispersing, passive migration, allowing to escape or migrate into, onto or through
the Environment (including within any building, structure, facility or fixture),
whether intentional or inadvertent and regardless of when discovered, of any

Hazardous Substance, in¢luding the abandonment or discarding of any Hazardous
Substance in barrels, drums, tanks or other containers;

“Representative” means each director, officer, employee, agent, solicitor,
accountant, consultant, or financial advisor of a Party and its affiliates and all
other Persons acting for or in conjunction with such Party;
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(www) “Retained Liabilities” means any obligations or liabilities related to: (i) the

(xxx)

(yyy)

(zzz)

(aaaa)

Seller’s interests or activities in Nunavut, including the Seller’s interests and
activities in connection with its joint venture or any other relationship with Pacific
Ridge Exploration Ltd.; and (ii) filings required by and compliance with
Securities Laws in relation to the Purchased Assets and the Aurora Business for
the period up to the Closing Date;

“Securities Laws” mecans, all applicable securities laws of the applicable
provinces of Canada and Australia and the respective regulations and rules made
thereunder, together with all applicable published policy statements, notices,
blanket orders and rulings of the applicable securities regulatory authorities in
each of the applicable provinces of Canada and in Australia and the listing rules
of the TSX and of the ASX, as applicable;

“SEDAR” means the publicly accessible website of the System for Electronic
Document Analysis and Retrieval, as maintained by the Canadian Securities
Administrators or any successor entity;

“Seller Employees” has the meaning given to such term in Section 11.1(a);

“Seller Indemnificd Parties” has the meaning given to such term in Section
15.8(c);

(bbbb) “Seller Public Documents” means: (i) all financial statements, management’s

(ceco)

discussion and analysis, management information circulars, annual information
forms, material change reports, prospectuses and other documents filed on
SEDAR by or on behalf of Fronteer or the Seller and relating to the Seller, the
Aurora Business or the Purchased Asscts from and after January 1, 2009; and (i1)
the following technical reports prepared in accordance with National Instrument
43-101 — Standards of Disclosure for Mineral Projects: (A) “The Exploration of
Activities of Aurora Energy Resources Inc. on the CMB Uranium Property,
Labrador, Canada during the period January 2006 to January 2007 dated
February 19, 2007 as amended March 1, 2007 and filed on SEDAR on October
30, 2007; (B) “An Update on the Exploration Activities of Aurora Energy
Resources Inc. on the CMB Uranium Property, Labrador, Canada during the
period January 1, 2007 to October 31, 2007 submitted on November 20, 2007
and filed on SEDAR on November 21, 2007; and (C) “An Update on the
Exploration Activities of Aurora Energy Resources Inc. on the CMB Uramum
Property, Labrador, Canada during the period January 1, 2007 to December 31,
2007 - Part I — CMB Mineral Resources” submitted on April 7, 2008 and
amended on August 28, 2009 and filed on SEDAR on September 17, 2008;

“Taxes” means all taxes and similar charges of a Governmental Authority,
including;:

(i) all income, franchise, capital, real property, withholding, payroll,
employer health, transfer, sales, use, excise, consumption, anti-dumping,
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countervailing and value added taxes and all other taxes of any kind for
which a Person may have any liability, whether disputed or not; and

(ii)  assessments, charges, duties, rates, fees, imposts, levies or other

governmental charges and interest, penalties or additions associated
therewith;

(dddd) “Tax Returns” means all reports, returns, declarations, remittances, filings and

other documents filed or required to be filed by a Person with any Governmental
Authority in respect of Taxes or in respect of or pursuant to any taxing statute;

(eeee) “Transfer Agent” has the meaning set out in Section 5.20;

(tHr)

“TSX" means the Toronto Stock Exchange; and

{gegg) “Vehicles” means all motor vehicles used in the Aurora Business, including those

sel out in Schedule 1.1{gggp).

Certain Rules of Interpretation

In this Agreement:

(a)

(b)

(c)

(@

()

M

Consent — Whenever a provision of this Agreement requires an approval or
consent and such approval or consent is not delivered within the applicable time
limit, then, unless otherwise specified, the party whose consent or approval is
required shall be conclusively deemed to have withheld its approval or consent.

Governing Law — This Agreement is a contract made under and shall be
governed by, construed and interpreted in accordance with the laws of the
Province of British Columbia and the federal laws of Canada applicable therein.
The Parties irrevocably attorn to the non-exclusive jurisdiction of the courts of the
Province of British Columbia in respect of all matters arising under or in relation
to this Agreement.

Headings — Headings of Auticles and Sections are inserted for convenience of
reference only and shall not affect the construction or interpretation of this
Agreement.

Including — Where the word “including” or “includes” is used in this
Agreement, it means “including without limitation” or “includes without
limitation”.

No Strict Construction — The language used in this Agreement is the language
chosen by the Partics to express their mutual intemt, and no rule of strict
construction shall be applied against any Party.

Number and Gender — Uniess the context otherwise requires, words importing
the singular include the plural and vice versa and words importing gender include
all genders.
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(8)  Severability - If, in any jurisdiction, any provision of this Agreement or ifs
application to any Party or circumstance is restricted, prohibited or unenforceable,
such provision shall, as to such jurisdiction, be ineffective only to the extent of
such restriction, prohibition or unenforceability without invalidating the
remaining provisions of this Agreement and without affecting the validity or
enforceability of such provision in any other jurisdiction and without affecting its
application to other parties ot circumstances,

()  Statutory References — A reference to a statute includes all regulations made
pursuant to such statute and, unless otherwise specified, the provisions of any
statute or regulation which amends, supplements or supersedes any such statute or
any such regulation.

€} Time - Time is of the essence in the performance of the Parties’ respective
obligations under this Agreement.

() Time Periods — In this Agreement, a period of days shall be deemed to begin on
the first day after the event which began the period and to end at 6:00 p.m. in the
relevant jurisdiction on the last day of the period. If, however, the last day of the
period does not fall on & Business Day, the period shall terminate at 6:00 p.m. in
the relevant jurisdiction on the next Business Day.

(k)  Currency — Unless specified otherwise, all statements or teferences to dollar
amounts in this Agreement are to Canadian dollars.

Entire Apreement

This Agreement and the Confidentiality Agreement between Paladin and Fronteer dated
July 24, 2010 (the “Confidentiality Agreement”) constitute the entire agreement
between the Parties with respect to the subject matter hereof and cancel and supersede
any prior understandings and agreements between the Parties with respect thereto. There
are o representations, watranties, terms, conditions, opinions, advice, assertions of fact,
matters, undertakings or collateral agreements, express, implied or statutory, by or
between the Parties {or by any Representative thereof) with respect to the subject matter
hereof other than as expressly set forth in this Agreement and the Confidentiality
Apgreement,

Schedules

Uniess otherwise expressly provided in the Agreement, any reference to a Schedule in
this Agreement is a reference to a Schedule that is attached to this Agreement and that is
a part of this Agreement. The following schedules form part of this Agreement:

Schedule 1.1(d) - Ancillary Rights Agreement
Schedule 1.1(f) - Artwork

Schedule 1.1(1) - Aurora Licences

Schedule 1.1(gg) - Equipment

Schedule 1.1(pp)- Land Use Permits

Schedule 1.1(qq) - Leased Premises
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Schedule 1.1{rr) - Leasehold Improvements
Schedule 1.1(gggg) - Vehicles

Schedule 2.4 - Allocation of Purchase Price
Schedule 3.3(b) - Leases

Schedule 3.3(c)(i) - Aurora Real Property
Schedule 3.3(c)(iii) - Royalties

Schedule 3.3(f) - Material Contracts

Schedule 3.5 - Seller Consents and Approvals
Schedule 3.7 - Seller Tax Matters

Schedule 3.10 - Seller Litigation

Schedule 3.12(a) - Software Licences

Schedule 3,13 - Computer Assets

Schedule 3.14(c) - Change of Control Obligations
Schedule 3.14(f) - Plans

Schedule 3.14(g) - Non-Seller Employees
Schedule 3.15(f) - Location of Stored Hazardous Substances
Schedule 3.16 - Intellectual Property

Schedule 3.17 - Restrictive Contracts

Schedule 4.2 - Buyer Consents and Approvals
Schedule 5.4 - Paladin Consents and Approvals
Schedule 11.1(a) - Seller Employees

ARTICLE 2.
PURCHASE AND SALE OF THE PURCHASED ASSETS

Purchase and Sale of the Purchased Assets and the Aurora Business

Subject to the terms and conditions set forth in this Agreement, the Seller hereby agrees
to sell, transfer, assign, convey and set over to the Buyer, and the Buyer hereby agrees to
purchase and acquire from the Seller, effective as of and from the Closing Time, the
Purchased Assets and the Aurora Business, free and clear of all Encumbrances other than
Permitted Encumbrances.

Assumption of Liabilities by the Buver

Subject to the provisions of this Agreement, the Buyer agrees fo assume, pay, satisfy,
discharge, perform and fuifil, from and after the Closing Time, all obligations and
liabilities of the Seller relating to the Purchased Assets and the Aurora Business (the
“Assumed Obligations”) other than the Retained Liabilities.

Purchase Price

The Purchase Price payable by the Buyer to the Seller for the Purchased Assets and the
Aurora Business is $260,870,000, which shall be payable in accordance with Section 2.5,

Allocation of Purchase Price

The Purchase Price shall be allocated as set out in Schedule 2.4 hereto and the Seller and
the Buyer shall use such allocations in their respective Tax Returns.
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The Buyer shall pay the Purchase Price to the Seller at the Closing Time by the delivery
of the Consideration Shares to the Seller and the Seller ghall accept the Consideration
Shares in full and final payment of the Purchase Price.

Consideration Shares

The Consideration Shares issued by Paladin shall be:

(7) issued as fully paid shares in the capital of Paladin, free and clear of all
Encumbrances;

(b}  issued pursuant to an exemption from the prospectus requirements of the
Securities Act R.SN.L. 1990, c. S-13 such that the Seller may rely on Section 2.5
of Ni 45-102 at the time of resale; and

(©) conditionally listed for trading on the TSX commencing on the Closing Date and
officially quoted on the ASX promptly following the Closing Date (the exact date
to be confirmed by the ASX).

Risk of L.oss and Damage Prior to Closing

Risk of loss of the Purchased Asscts shall pass to the Buyer at the Closing Time. The
Seller shall bear all risk of loss or damage to, or destruction of, the Purchased Assets until
the Closing Time and the Buyer shall bear all such risk of loss after the Closing Time.

Performance by the Buyer

Paladin unconditionally guarantees the due and punctual performance of each and every
obligation of the Buyer under this Agreement.

Performance by the Seller

Fronteer unconditionally guarantees the due and punctual performance of each and every
obligation of the Seller under this Agreement.

ARTICLE 3,
REPRESENTATIONS AND WARRANTIES OF FRONTEER / SELLER

Fronteer and the Seller jointly and severally represent and warrant to the Buyer and
Paladin as follows and acknowledge that the Buyer and Paladin are relying upon such
representations and warranties in entering into this Agreement.

Eronteer/Seller Corporate Matters

(a)  Each of Fronteer and the Seller is a corporation duly incorporated and validly
existing under the Applicable Laws of ifs jurisdiction of incorporation,
continuance or creation. Each of Fronteer and the Seller is duly qualified,
authorized or licensed to conduct its business, including, in the case of the Seller,
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to hold title to mineral rights and interests, and is in good standing with respect to
required corporate, registration or licensing filings under the laws of (i) cach
jurisdiction in which it conducts its business (including, in the case of the Seller,
the Aurora Business) or owns, leases or has a right, title or interest in and to its
real property (including, in the case of the Seller, the Aurora Real Property), and
(ii) each other jurisdiction in which the conduct of its business (including, in the
case of the Seller, the Aurora Business) or the ownership of any of its assets
(including, in the case of the Selier, the Purchased Assets) requires such
qualification, authorization or licence. No proceedings have been taken or
authorized by Fronteer or the Seller or, to the knowledge of Fronteer or the Seller,
by any other Person, with respect to the bankruptcy, insolvency, liquidation,
dissolution or winding up of Fronteer or the Seller or with respect to any
amalgamation, merger, consolidation, arrangement or reorganization relating to
Fronteer or the Seller.

Each of Fronteer and the Seller has all necessary corporate power and capacity to
exccute and deliver, and to observe and perform its respective covenants and
obligations under, this Agreement and the Closing Docurnents to which it is or
will be a party and has taken all corporate action necessary to authorize the
execution and delivery of, and the observance and performance of its covenants
and obligations under, this Agreement and the Closing Documents to which it is
or will be a party. Without limiting the generality of the foregoing, Fronteer and
the Seller have taken all corporate action necessary to approve the disposition of
all or substantially all of the assets of the Seller.

This Agreement has been, and each Closing Document to which Fronteer or the
Seller will be a party, when executed and delivered, will be, duly executed and
delivered by each of Fronteer and the Seller, and this Agreement constitutes, and
each Closing Document to which Fronteer or the Seller will be a party, when
executed and delivered will constitute, a legal, valid and binding obligation of
each of Fronteer and the Seller enforceable against Fronteer and the Seller (as
applicable) in accordance with its terms, subject to applicable bankruptcy,
insolvency, reorganization and other laws of general application limiting the
enforcement of creditors’ rights generally and to the fact that specific
performance is an equitable remedy available only in the discretion of the court.

The Books and Records contain complete and accurate records of all material
actions and proceedings in relation to the Aurora Business, and all such
proceedings and actions have been conducted or taken in compliance with ali
Applicable Laws in all material respects,

Seller Public Disclosure

All of the Seller Public Documents were, as of the date thereof, in compliance in all
material respects with Applicable Laws and, as of the date of filing, 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. No confidential material change or other material
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report or other material documents that relate to the Seller, the Aurora Real Property or
the Aurora Business have been filed with any securities regulators, securities
commissions, stock exchanges or Governmental Authority which at the date hereof
remains confidential or will be confidential at the Closing Time (other than Tax Returns).
Other than as disclosed in the Seller Public Documents, there has been no fact or change
that would render any of the Seller Public Documents misleading or untrue in any
material respect.

Purchased Assets

(a) Ownership: Except as referenced in Section 3.3(b), the Seller is the beneficial
owner of, and has good and marketable title to, all of the Purchased Assets free
and clear of all Encumbrances, except Permitted Encumbrances, and there are no
assets used or required by the Seller in the conduct of the Aurora Business as it is
presently conducted that are not either owned by the Seller or licensed or leased to
the Seller under cne of the Aurora Licences, the Land Use Permits or the Material
Contracts. No part of the Purchased Assets has been taken or expropriated by any
Govermnmental Authority, nor has any notice or proceeding in respect thereof been
given or commenced, nor is Fronteer or the Seller aware of any intent or proposal
to give any such notice or commence any such proceeding. No Person has any
agreement or option or any right or privilege capable of becoming an agreement
or option for the purchase of the Purchased Assets, other than this Agreement,

(b)  Leases: Other than as set out in Schedule 3.3(b), the Seiler is not a party to any
leases, licences or similar agreements for the rental or lease or licence of any
assets that are material to the Seller or the Aurora Business. Schedule 3.3(b) sets
forth a truc and complete list of all Purchased Assets in the possession or custody
of the Seller which are leased or are held under licence, loan, operating
agreement, conditional sales contract, title retention agreement or similar
arrangement (the “Leases”), accurately lists the Leases, and there are no other
leases, agreements to lease or tenancy arrangements to which the Seller is a party
that are material to the Seller or the Aurora Business. Each of the Leases is valid
and subsisting and in full force and effect and without amendment thereto, except
as described in Schedule 3.3(b). The Seller has not released any of the other
parties to any of the Leases from the performance of any of their obligations
thereunder and, except as set out in Schedule 3.3(b), has not sublet its interest
under any of the Leases, including the Leases for the Leased Premises. The Seller
is not in breach of any of the terms of any of the Leases in any material respect
and, to the knowledge of the Seller, none of the other parties to any of the Leases
are in breach of any of the terms thereof in any material respect, and no event or
condition has occurred which, either immediately or after notice or lapse of time
or both, could give rise to the cancellation or termination of any of the Leases.
Correct and complete copies of the Leases have been provided to the Buyer.

() Aurora Real Property, Aurora Licences and Aurora Rights:

(i) Schedule 3.3(c)(i} sets out all of the material real property and surface
rights owned, leased or held by the Seller including the Leased Premises
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(collectively, the “Aurora Real Property”) and Schedule L.1(1) sets out
all of the Aurora Licences. The Scller is the holder of record of, and is the
owner of a 100% undivided beneficial interest in and to, or holds an
interest by way of lease or Licence in, as set out in Schedule 3.3(c)(i), all
of the Aurora Real Property and Aurora Licences, free and clear of all
Encumbrances, other than Permitted Encumbrances.

The Aurora Licences confer on the Seller the exclusive right to explore for
minerals, including, without limitation, uranium, within the areas of NL
covered by the Aurora Licences. The Land Use Permits and the Licence
to Occupy provide for aceess to the lands and properties that are subject to
the Aurora Licences for the purposes of the Aurora Business, on the terms
and conditions set out therein. No representation and warranty is given as
to whether the Land Use Permits may be assigned to the Buyer and the
Buyer is responsible for obtaining any necessary land use permits.

Except as described in Schedule 3.3(c)(iii), no Person is entitled to any
royalty or other payment in the nature of rent or royalty on any minerals,
metals or concentrates or any other such products removed or produced
from the Aurora Real Property or the Aurora Licences.

No Licences, other than the Licences listed in Schedule 1.1(1) and the
Land Use Permits are required as of the date of this Agreement in order to
conduct the Aurora Business as currently conducted. Each Aurora Licence
and Land Use Permit is in good standing and has been issued by the
appropriate Governmental Authority and the Seller has complied in all
material respects with each Aurora Licence and Land Use Permit,
including with respect to the payment of maintenance costs, the
performance of minimum assessment, exploration, environmental or other
work and the filing of reports with respect to such work, and the condition
of the Aurora Real Properties is in material compliance with all
Governmental Authorities having jurisdiction. The Seller has not received
any notice of breach or default or defect in respect of any Aurora Licence
or Land Use Permit and the Seller is not aware of any matters which could
give rise to any such notice. There are no proceedings in progress,
pending or, to the knowledge of Fronteer or the Seller, threatened which
could result in the cancellation, revocation, suspension or adverse
alteration of any of the Aurora Licences. The Aurora Licences are freely
assignable to the Buyer, in the case of the Aurora Licences other than the
Licence to Occupy, with the consent of the NL Minister of Natural
Resources and in the case of the Licence to Occupy, with the consent of
the NL Minister of Environment and Conservation.

To the knowledge of Fronteer and the Seller, there are no Aurora Rights
that, individuaily or in the aggregate, are material to the conduct of the
Aurora Business or access to the Aurora Real Property or use of the
Aurora Licences.
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(vi) No Person other than the Seller occupies any portion of the Leased

Premises or any real property owned by the Seller, except as set out in
Schedule 1.1(qq).

Tangible Personal Property: The Personal Property contains no defects known
to Fronteer or the Seller which could adversely affect the operation of the Aurora
Business to any material degree. Schedules 11(eg), 1.1{gggg} and 3.13,
accurately list all Personal Property used in the Aurora Business by the Seller
having a value in excess of $10,000 per item.

All Purchased Assets Used in the Aurora Business: Except for the Excluded
Assets and the Land Use Permits, the Purchased Assets constitute all of the rights,
assets and properties that are usually and ordinarily used in connection with the
Aurora Business as presently conducted.

Material Contracts: Schedule 3.3(f) is a true and complete list of all Material
Contracts. The Buyer has been provided with true and complete copies of all
Material Contracts. All Material Contracts are in good standing and in full force
and effect, unamended. The Seller and, to the extent it is a party thereto, Fronteer,
has in all material respects, performed all of the obligations required to be
performed by it and is entitled to all benefits under and is not in default or breach
or, to the knowledge of the Seller or Fronteer, alleged to be in default or breach in
respect of, any Material Contract. No event, condition or occurrence exists
which, after notice or lapse of time or both, would constitute a material default or
breach by the Seller or Fronteer (io the extent Fronteer is a party} or, to the
knowledge of the Seller or Fronteer, a material default or breach by any other
party, under any of the foregoing or which would detrimentally affect the
entitlement of the Seller to the benefits of such Material Contracts. All of the
Material Contracts are valid, binding and enforceable in accordance with their
tertns upon the Seller and Fronieer (to the extent Fronteer is a party thereto) and,
to the knowledge of the Seller, the other parties thereto and neither Fronteer nor
the Seller is aware of any intention on the part of any other party to a Material
Contract to terminate or alter any Material Contract. Except as specifically set out
n Schedule 3.5, the Material Contracts are freely assignable to the Buyer.

Assumed Contracts: Except as specifically set out in Schedule 3.3(f), none of
the Assumed Contracts is a Contract with a party that is not at “arm’s length”
(within the meaning of such term in the Income Tax dct (Canada)) with Fronteer
and the Seller.

Absence of Conflicting Agreements

The execution and delivery, or the observance and performance, by Fronteer or the Seller
of any covenant, condition or obligation under this Agreement do not and will not:

(a)

result in a violation of or a breach or default under (with or without the giving of
notice or lapse of time, or both), or in the acceleration of any obligation under:
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) the articles, by-laws, directors’ or shareholders’ resolutions of Fronteer or
the Seller; or

(i)  subject to the receipt of the consents and approvals set out in Schedule 3.5,
the provisions of any Material Contract to which Fronteer or the Seller is a

party, or by which Fronteer or the Seller are bound or affected, or any of

the Aurora Licences;

(b)  subject to the receipt of the consents and approvals sct out in Schedule 3.5, relieve
any other party to any Material Contract of that party’s obligations thereunder or
enable any such party to terminate or accelerate its obligations thereunder; or

(¢)  result in the creation or imposition of any Encumbrance on the Purchased Assets,
other than a Permitted Encumbrance, or any restriction, hindrance or limitation on
the ability of the Buyer to conduct the Aurora Business as and where the Aurora
Business is now being conducted.

Seller Consents and Approvals

Except as disclosed in Schedule 3.5, no conmsent, approval, Order, authorization,
registration or declaration of, or filing with, any Governmental Authority or other Person
is required in connection with:

(a) the Closing;

(b) the execution and delivery by Fronteer or the Seller of this Agreement or any
Closing Document to which it will be a party; or

(c) the observance and performance by Fronteer or the Seller of its respective
obligations under this Agreement or any Closing Document to which it will be a

party.
Absence of Changes
Since December 31, 2009, cxcept as disclosed by the Seller to the Buyer in writing:
(a) the Seller has conducted its business only in the ordinary course of business;
(b} the Seller has not incurred or suffered a Material Adverse Effect;

(c) there has not been any acquisition or sale by the Seller of any material property or
assets;

(d) other than in the ordinary course of business, there has not been any incurrence,
assumption or guarantee by the Seller of any debt for borrowed money, any
creation or assumption by the Seller of any Encumbrance (other than Permitted
Encumbrances), or making by the Seller of any loan, advance or capital
contribution to or investment in any other Person or any entering into, amendment
of, relinquishment, termination or non-renewal by the Seller of (i) any Material
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Contract; or (ii) of any Contract, Licence or other right or obligation which
would, individually or in the aggregate, have a Material Adverse Effect on the
Seller;

(¢)  other than in the ordinary course of business, there has not been any material
increase in or modification of the compensation to, or to become payable by the
Seller to, any of its employees or consultants or any grant of any benefit to any of
its employees or consultants or any increase in severance or termination pay or
any increase or modification of any honus, pension, insurance or benefit
arrangement made to, for or with any of its employees or consultants; and

(6 the Seller has not adopted any bonus, pension, profit sharing, stock purchase,
stock option or other benefit plan,

Seller Tax Matters

Except as disclosed in Schedule 3.7 and except where any failure in respect of the matters
referred to in paragraphs (a), (b) and (c), below, would not lead fo a material liability for
Tax:

(a)  the Seller has delivered to the Buyer true, correct and complete copies of all
federal, provincial, local and foreign income, sales and other Tax Returns,
elections and designations required to be filed by the Seller for all taxable periods
ending after December 31, 2005;

(b)  all Tax Returns, elections and designations required by Applicable Laws to be
filed on or prior to the Closing Date by or on behalf of the Seller in respect of the
Aurora Business or the Purchased Assets: (1) have been duly and timely filed with
the appropriate Governmental Authorities; and (ii) are true, correct and complete
in all respects and contain no misstatements or omit any statements that should
have been included in order not to be misleading;

{c) the Seller has duly and on a timely basis paid all Taxes required to be paid by it in
respect of the Aurora Business or the Purchased Assets on or before the Closing
Date, including, without limitation, all Taxes shown as due and owing on all Tax
Returns, all Taxes assessed or reassessed by any Governmental Authority and all
instalments on account of Taxes for the current year and the Seller will not have
any liabilities for Taxes for any period ending on or before the Closmg Date
which are chargeable against the Purchased Assets;

(d)  the Seller is not a non-resident of Canada for the purposes of the Income Tax Act
(Canada), and

(¢)  the Seller is a registrant for purposes of Part IX of the Excise Tax Act (Canada),
under registration number 83664 2744 RT0001.
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Sensitive Pavments

None of Fronteer, the Seller or any other Person acting on behalf of Fronteer, the Seller
or any affiliates thereof has made, directly or indirectly, any bribe, kickback, political
contribution or other payment, regardless of form, whether in money, property, or
services, to any Person (including any employee, company or organization, federal,
provincial, municipal or other governmental or non-governmental  department,
commission, board, bureau, agency or instrumentality) resulting, in any casc, in ¢ither of
the Seller or Fronteer being in violation of any Applicable Law or any other law
applicable to the payor or the payee, or in order to:

(a)  obtain favourable treatment in securing or oblaining special concessions; or

(b)  pay for favourable treatment for special concessions obtained in the past.

Compliance with Applicable Laws and Licences

(a) The Seller has at all times conducted the Aurora Business and used the Purchased
Assets in compliance with all Licences and all Applicable Laws promulgated or
issued by any Governmental Authority in respect of or applicable to the Seller and
its assets and properties, except to the extent that a failure to be in compliance
would not, in a single instance or in the aggregate be likely to have a Material
Adverse Effect on the Seller.

(b)  The Seller does not carry on the Aurora Business or own or lease any of the
Purchased Assets in any jurisdiction other than the Province of NL.

Litigation and Claims

Except as disclosed in Schedule 3.10 or otherwise disclosed in the Selier Public
Documents, there are no outstanding, pending or, to the knowledge of the Seller,
threatened, actions, suits, proceedings, investigations, claims, awards, Orders or
judgments affecting or in respect of the Aurora Business or the Purchased Assets or any
part thereof, including in respect of any material liability under Environmental Laws
related to or arising out of the Aurora Business or the Purchased Assets or any part
thereof, nor is Fronteer or the Seller aware of any basis for any action, suit, proceeding,
investigation, claim, award, Order or judgement which, if pursued, would be likely to
have a Material Adverse Effect on the Seller, or the Aurora Business, or the Purchased
Assets in aggregate. There is no pending or, to the knowledge of the Seller or Fronteer,
threatened expropriation or seizure of any of the Purchased Assets.

Michelin Family Claim

In comection with the Michelin Family Claim:

(a) to the knowledge of Fronteer and the Seller, Edward Leslie Michelin has never
had, and the Estate of Edward Leslie Michelin (including his heirs, legal personal
representatives, successors and assigns) (collectively, the “Estate’) does not have,
any right, title or interest of any nature whatsoever in or to:
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® any of the Aurora Licences;

(i)  any of the ores, minerals, mineral resources, metals, materials and other
products, including wranium products, in any form whatsoever that are
located on, in or under the Aurora Real Property or are the subject of the
Aurora Licences, or any of the products that are produced from ores
cxtracted, mined and removed from such lands, including without
limitation, any raw products (including run of mine ore, direct shipment
ore and other similar crude or raw ore), intermediate products (including
concentrates, such as uranium concentrates in the form of commonly
known as “yellowcake”, UsQs, doré, and other intermediate products) and
refined products (including gold bullion, silver bullion, cathode and other
refined copper, lead bullion and other refined products produced through
refining and/or smelting or equivalent treatment operations); or

(iii)  any proceeds from the sale of any of the foregoing or any right to payment
in respect thereof, whether as a royalty or otherwise; and

neither Fronteer nor the Seller has, nor have they ever had, nor have they ever
taken any actions that could be taken to have created or give rise to, any
contractual, fiduciary or other relationship whatsocver with, or obligations or
commitments to, Edward Leslie Michelin or his Estate. Without limiting the
foregoing, neither Fronteer nor the Seller owes, nor have they ever owed, to
Edward Leslie Michelin or his Estate any fiduciary duty, duty of confidence or
other duty whatsoever, nor has any state of facts existed that would create or give
rise to any such duty. The only communications of any kind between Fronteer
and/or the Seller, on the one hand, and Edward Leslie Michelin and/or his Estate,
on the other hand, are the letter dated October 19, 2005 from Brian Dunn, LL.B.,
on behalf of the Estate, addressed to Altius Minerals Corporation and Fronteer
Development Group Inc. and the letter dated November 14, 2005 from O'Dea,
Earle, on behalf of Fronteer Development Group Inc., addressed to Mr. Brian
Dunn, LL.B.

3.12. Software Licences and Information

(2)

(b)

All computer software utilized (but not owned) by the Seller is utilized pursuant
to software licences which are listed in Schedule 3.12(a) attached hereto (the
“Software Licences”). The Software Licences constitute all necessary licences
or grants for the use of the computer programs and software used (but not owned)
by the Seller in the conduct of the Aurora Business. The Software Licences are in
good standing and in full force and effect. No event, condition or occurrence
exists that, after notice or lapse of time or both, would constitute a material
default by the Seller (or, to the knowledge of the Seller, a default by any other
party) under or material breach of any of the Software Licences entitling any
party to terminate any Software Licence.

To the knowledge of the Seller, all technical information of a confidential or
proprietary nature developed by and belonging to the Seller and existing m any
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database or other software system used in the conduct of the Aurora Business has
been kept confidential,

Computer Assets

Schedule 3.13 sets out an accurate list of all servers, personal computers, laptop
computers and similar electronic devices comprised in the Computer Assets that have a
value over $10,000 each. To the knowledge of the Seller and Fronteer, the Computer
Assets are operational in all material respects and contain the material data and
information developed or used by or on behalf of the Seller in the Aurora Business.

Employment Matters

(a)  The Seller has provided the Buyer with a complete and accurate list of all the
employees and independent contractors of the Seller, including a complete and
accurate description of the compensation, Plan entitlements or other benefits,
vacation entitlement, period of any Jeaves or absences (whether paid or unpaid),
position, job classification, date of hire, age and working location of each such
employee and independent contractor, and whether any of them has signed a
written contract of employment or engagement,

(b)  Except as disclosed in writing to the Buyer, the Seller is not party to any oral or
written consulting contract, employment agreement, management contract, labour
services contract or similar agreement or arrangement for the services of any
particular individual.

(c) All of the employees or independent contractors of the Seller are engaged on an
indefinite term basis and are terminable on reasomable notice according to law
without furtber liability to the Seller and the Seller has not made any commitment
or agreement providing for a period of notice or severance, termination or change
of control payments due as a result of the transactions contemplated hereby or
otherwise, or for indemnification, except for the obligation to pay to the Persons
listed in Schedule 3.14{c) the amounts set out next to their respective names (the
“Change of Control Obligations”).

(d)  The Seller is in material compliance with all Applicable Laws respecting
employment and employment practices, terms and conditions of employment and
wages and hours, and has not and is not engaged in any unfair labour practice.
Neither Fronteer nor the Selier is aware of any claim, action, suit or demand:

(i by any current or former worker, including employees and contractors, of
the Seller;

(i)  pursuant to the following legislation in NL: Labour Relations Act, Labour
Standards Act, FHuman Rights Act, Workplace Health, Safety and
Compensation Act, or Occupational Health and Safety Act; or

(iii) pursuant to other similar legislation in any jurisdiction in which the
Aurora Business is conducted.
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Other than as disclosed m writing to the Buyer:

(1) there is no union which is certified to represent workers of the Seller
and/or workers of a contractor or agency with which the Seller has a
Contract for the provision of personnel or the services of personnel;

(il  the Seller is not aware of any current attempts or applications 10 organize,
establish or certify any labour union or employee association with respect
to any workers of the Seller or of any contractor or agency with which the
Seller has a Contract for the provision of personnel or the services of
petsonnel;

(iii)  the Seller has not entered into any collective agreement with any labour
union or employee association or made any commitments to or conducted
any negotiations with any labour union or employee association with
respect to any future collective agreement; and

(iv)  the Seller is not subject to any current, pending or threatened strike or
lockout.

Without limiting the representation and warranty in Section 3.6(f), the Seller has
complied, in all material respects, with all of the terms of the pension and other
employee compensation and benefit obligations of the Seller, including funding
and investment contracts or obligations applicable thereto, arising under or
relating to cach of the pension or refirement income plans or other employee
compensation or benefit plans, agreements, policies, programs, arrangements or
practices, whether written or oral, which are maintained by or binding upon the
Seller (collectively referred to in this subsection as the “Plans”), and all Plans
maintained by or binding upon the Seller are fully funded and in good standing
with such regulatory authorities as may be applicable and no notice of
underfunding, non-compliance, failure to be in good standing or otherwise has
been received by the Seller from any such regulatory authority. Schedule 3.14(f)
lists all Plans that are maintained by or binding upon the Seller.

Except as set out in Schedule 3.14(g), all employees providing services with
respect to the Aurora Business are employed by the Seller and not by Fronteer or
any affiliate of the Seller or Fronteer.

3.15. Environmental Matiers

(a)

(b)

The Seller has been and is, and the Aurora Business has been and is operated, in
material compliance with all applicable Environmental Laws and no condition
exists or event has occnrred which, with or without notice or the passage of time
or both, would constitute an actual or, to the knowledge or the Seller, potential
material violation of or give rise to any material liability under any applicable
Environmental Laws.

Neither Fronteer nor the Seller has, nor, to the knowledge of Fronteer or the
Seller, has any predecessor in title or possession, used or permitted to be used the
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Aurora Real Property to Release, generate, manufacture, process, distribute, use,
treat, store, dispose of, transport or handle any Hazardous Substance, except in
material compliance with applicable Environmental Laws.

To the knowledge of Fronteer or the Seller, no building, structure or improvement
or other assets located on the Aurora Real Property or the Leased Premises is or
ever has been insulated with urea formaldehyde insulation or contains any
aluminum wiring, asbestos or PCBs.

Neither Fronteer nor the Seller has received any written notice of or been
prosecuted for an offence alleging, nor, to the knowledge of Fronteer or the Seller,
do any facts or conditions exist that could give rise to any investigation in respect
of, any violation of or non-compliance with any Environmental Law.

Neither Fronteer nor the Seller is aware of any Orders of Governmental
Authorities under Environmental Laws with respect to the Aurora Real Property.

All Hazardous Substances generated, used in whole or in part by the Seller on the
Aurora Real Property have been disposed of, treated and stored in material
compliance with all Environmental Laws. Schedule 3.15(f) identifies all of the
locations on the Aurora Real Property where Hazardous Substances are being or
have been stored or disposed of by Fronteer or the Seller or, to the knowledge of
Fronteer and the Seller, have been stored or disposed of by any predecessor in
title or possession.

Neither Fronteer nor the Seller has received any written notice or claim from any
Governmental Authorities or any other Person that the mineral exploration or
other activities conducted by the Seller are in violation of any Environmental Law
or that the Seller is responsible (or potentially responsible) for the clean-up of any
Hazardous Substances at, on or beneath the Aurora Real Property or any other
land, or in connection with any waste or contamination migrating to or from any
of the Aurora Real Property.

To the knowledge of Fronteer and Seller, there are no underground storage tanks
on or beneath the Aurora Real Property.

The Seller and/or Fronteer have provided or made available to the Buyer accurate
and complete copies of all environmental audits, evaluations, assessments, studies
or tests relating to the Aurora Real Property in their possession or control.

Intellectual Property

Other than as set out in Schedule 3.16, the Seller does not own or licence or have the
benefit of any licence for any patents, patent rights, trademarks, trade names, SEIvice
marks, copyrights, know how or other proprietary intellectual property rights that are
material to the conduct of the Aurora Business.
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Restrictive Contracts

Other than as set out in Schedule 3.17, neither Fronteer nor the Seller 1s a party to or
bound by any non-competition agreement or any other agreement, obligation or Order
which purports to (i) limit the manner or the localities in which all or any material portion
of the Aurora Business is conducted or (ii) restrict any disposition of any property in
which the Seller has an interest.

Financial Statements

The Aurora Financial Statements comply as to form in all material respects with the
published rules and regulations of all Applicable Laws, were prepared in accordance with
GAAP applicd on a consistent basis and fairly present in all material respects the
financial position, results of operations and cash flows of the Seller as at the date and for
the periods covered thereby.

Mineral Resources

The most recently estimated measured, indicated and inferred mineral resources derived
from the Aurora Licences, as set out in the Seller Public Documents, have been prepared
and disclosed in all material respects in accordance with accepted engineering practices
and all Applicable Laws.

Knowledge of Hold Period

Fronteer and the Seller have been independently advised as to the applicable hold period
imposed in respect of the Consideration Shares by Securities Laws, and confirm that no
representation has been made by Paladin or the Buyer respecting the applicable hold
periods for the Consideration Shares and of the fact that the Consideration Shares may
not be resold except in accordance with applicable Securities Laws until expiry of the
applicable hold period and in compliance with the other requirements of Applicable
Laws.

Consideration Shares - Certificates

Fronteer and the Seller acknowledge that the certificates representing the Consideration
Shares will contain the following legends denoting the hold period under Applicable
Laws and as required by the TSX:

UNLESS PERMITTED UNDER SECURITIES LEGISLATION, THE
HOLDER OF THIS SECURITY MUST NOT TRADE THE SECURITY
BEFORE [insert the date that is 4 months and a day after the distribution
date].

THE SECURITIES REPRESENTED BY THIS CERTIFICATE ARE
LISTED ON THE TORONTO STOCK EXCHANGE (“TSX");
HOWEVER, THE SAID SECURITIES CANNOT BE TRADED
THROUGH THE FACILITIES OF TSX SINCE THEY ARE NOT
FREELY TRANSFERABLE, AND CONSEQUENTLY ANY
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CERTIFICATE REPRESENTING SUCH SECURITIES IS NOT *GOOD
DELIVERY” IN SETTLEMENT OF TRANSACTIONS ON T8X.

Knowledge of No Prospectus

Fronteer and the Seller have been advised that no prospectus has been or will be filed in
connection with the transactions contemplated by this Agreement and as the distribution
of the Consideration Shares to the Seller is being completed pursuant to exemptions from
the prospectus and registration requircments of Applicable Laws:

(a) most of the civil remedics applicable to an offering by way of a prospectus
provided for in such Applicable Laws are nol available to the Seller;

(b)  the Seller may not receive information that would be provided if no such
exemptions were available; and

(c) Paladin is relieved of certain obligations in respect of an offering by way of a
prospectus which would otherwise apply under Applicable Laws.

Competition Act

The Seller, together with its affiliates:

(a) have assets in Capada that do not exceed $300,000,000 in aggregate value,
determined as of the last day of the period covered by the audited financial
statements of the Seller and its affiliates for the year ended December 31, 2009
and in such manner as is prescribed by the Competition Act; and

(b)  had gross revenues from sales in, from or into Canada, determined as of the last
day of the period covered by the audited financial statement of the Seller and its
affiliates for the year ended December 31, 2009 and in such manner as is
prescribed by the Competition Act, that do not cxeeed $35,000,000 in aggregate
value.

Commission

Neither the Buyer nor Paladin will be liable for any brokerage comsmission, finder’s fee
ot other similar payment in commection with the transactions contemplated hereby
because of any agreement in respect of same entered into by the Seller or Fronteer.

ARTICLE 4.
REPRESENTATIONS AND WARRANTIES OF THE BUYER

Paladin and the Buyer jointly and severally represent and warrant to Fronteer and the
Seller as follows and acknowledge that Fronteer and the Seller are relying upon such
representations and warranties in entering into this Agreement.
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Buyer Corporate Matters

(a)

®)

(©)

The Buyer is a corporation duly incorporated and validly existing under the laws
of British Columbia. The Buyer is duly qualified, authorized or licensed to
conduct its business and is in good standing with respect to the filing of annual
returns under the laws of British Columbia and at the Closing Time will be duly
registered as an extra-provincial company at the Registry of Companies (NL), in
good standing in its filings at the Registry of Companiss (NL) and authorized to
carry on undertakings and hold mineral rights and interests in the Province of NL.
No proceedings have been taken or authorized by the Buyer or, to the Buyer’s
knowledge, by any other Person, with respect to the bankruptcy, insolvency,
liquidation, dissolution or winding up of the Buyer or with respect to any
amalgamation, merger, consolidation, arrangement or reorganization relating to
the Buyer.

The Buyer has all necessary corporate power and capacity to exccute and deliver,
and to observe and perform its covenants and obligations under, this Agreement
and the Closing Documents to which it is or will be a party and has taken all
corporate action necessary [0 authorize the execution and delivery of, and the
observance and performance of its covenants and obligations under, this
Agreement and the Closing Documents to which it is or will be a party.

This Agreement has been, and each Closing Document to which the Buyer will be
a party, when executed and delivered will be, duly executed and delivered by the
Buyer and this Agreement constitutes, and each Closing Document to which the
Buyer is or will be a party, when executed and delivered, will constitute a legal,
valid and binding obligation of the Buyer enforceable against the Buyer in
accordance with its terms, subject to applicable bankruptcy, insolvency,
reorganization and other laws of general application limiting the enforcement of
creditors’ rights generally and to the fact that specific petformance is an equitable
remedy available only in the discretion of the court.

Buyer Consents and Approvals

Except as identified in Schedule 4.2, mo consent, approval, Order, authorization,
registration or declaration of, or filing with, any Govemmental Authority or other Person
is required by the Buyer in connection with: '

()
(b)

(c)

the Closing;

the execution and delivery by the Buyer of this Agreement or any Closing
Document to which it will be a party; or

the observance and performance by the Buyer of its obligations under this
Agreement or any Closing Document 10 which it will be a party.
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Commission

Fronteer and the Seller will not be liable for any brokerage commission, finder’s fee or
other similer payment in connection with the transactions contemplated hereby because
of any agreement in respect of same entered nto by the Buyer.

ARTICLE 5.
REPRESENTATIONS AND WARRANTIES OF PALADIN

Paladin represents and warrants to Fronteer and the Seller as follows and acknowledges
that Fronteer and the Seller are relying upon such representations and warranties in
entering into this Agreement.

Paladin Corporate Matters

(a)  Paladin and each of the Paladin Subsidiaries is a corporation duly incorporated
and validly existing under the Applicable Laws of its jurisdiction of incorporation,
continuance or creation. Paladin and each of the Paladin Subsidiaries is duly
qualified, authorized or licensed to conduct its business and is in good sianding
under the laws of (i) each jurisdiction in which it conducts its business or owns,
leases or has a right, title or interest in and to real property and (ii) each other
jurisdiction in which the conduct of its business or the ownership of its properties
requires such qualification, authorization or licence. No proceedings have been
taken or authorized by Paladin or, to Paladin’s knowledge, by any other Person,
with respeet to the bankraptey, insolvency, liquidation, dissolution or winding up
of Paladin or with respect to the amalgamation, merger, consolidation,
arrangement or reorganization relating to Paladin.

(b)  Paladin has all necessary corporate power and capacity (o execute and deliver,
and to observe and perform its covenants and obligations under, this Agreement
and the Closing Documents to which it is or will be a party and has taken all
corporate action necessary 1o authorize the execution and delivery of, and the
observance and performance of its covenants and obligations under, this
Agreement and the Closing Documents to which it is or will be a party.

{(¢)  This Agreement has been, and each Closing Document to which Paladin will be a
party, when executed and delivered will be, duly executed and delivered by
Paladin, and this Agreement constitutes, and each Closing Document to which
Paladin is or will be a party, when executed and delivered, will constitute a legal,
valid and binding obligation of Paladin enforceable against Paladin in accordance
with its terms subject to applicable bankruptcy, insolvency, reorganization and
other laws of general application limiting the enforcement of creditors’ rights
generally and to the fact that specific performance is an equitable remedy
available only in the discretion of the court.

(d)  Paladin bas all necessary corporate power and authority 0 own the assets
currently owned by it and to carry on the business as presently carried on by it.
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Absence of Conflicting Agreements

The execution and delivery of, and the observance and performance by Paladin of, any
covenant or obligation under this Agreement does not and will not:

(a) result in a material violation of or a material breach or default under (with or
without the giving of notice or the lapse of time, or both), or in the acceleration of
any material obligation under:

) the constitution or the directors’ or shareholders’ resolutions of Paladin or
the Paladin Subsidiaries; or

(i)  the provisions of any material Contract or material Licence to which
Paladin or a Paladin Subsidiary is a party or by which Paladin or a Paladin
Subsidiary, their respective assets or the Consideration Shares are bound
or affected;

(b)  relieve any other party to any material Contract to which Paladin or a Paladin
Subsidiary is a party and which is material to the business of Paladin or a Paladin
Subsidiary of such other party’s obligations thereunder or enable such other party
to terminate or accelerate their obligations thereunder; or

(c)  result in the creation or imposition of any Encumbrance on the assets of Paladin
or a Paladin Subsidiary, other than a Permitted Encumbrance, or otherwise result
in the creation or imposition of any Encumbrance on the Consideration Shares, or
restrict, hinder, impair or limit the ability of Paladin or a Paladin Subsidiary to
conduct its business as and where it is now being conducted.

No Guarantees

Except as disclosed in the Paladin Public Documents and except for the indemnification
provided to directors, officers and key personnel of Paladin and the Paladin Subsidiaries,
Paladin has not given or agreed to give, nor is it a party to or bound by or subject to, any
agreement, contract or commitment providing for the guarantee, indemnification,
assumption or endorsement or any like commitment with respect to the obligations,
liabilities (contingent or otherwise) or indebtedness of any Person.

Paladin Consents and Approvals

Except as identified in Schedule 5.4, no consent, approval, Order, authorization,
registration or declaration of, or filing with, any Goveramental Authority or other Person
(including the shareholders of Paladin) is required by Paladin in connection with:

(a) the Closing;
(b)  the execution and delivery by Paladin of this Agreement; or

(c)  the obscrvance and performance by Paladin of its obligations under this
Agreement, including the 1ssuance of the Consideration Shares.

.41



Feb 02 11 08:48p

5.5.

5.6.

fronteer develop 604-632-4678

32

Absence of Changes

Qince June 30, 2010, except as disclosed in the Paladin Public Documents:

(@)

(b)

{c)

(d)

each of Paladin and the Paladin Subsidiaries has conducted its business only in
the ordinary course of business;

none of Paladin or the Paladin Qubsidiaries has incurred or suffered a Material
Adverse Effect;

there has mot been any acquisition or sale by Paladin or any of the Paladin
Subsidiaries of any material property or assets; and

there has been no dividend or other distribution of any kind declared, paid or
made by Paladin on the Paladin Shares.

Paladin’s Mineral Properties

Except as disclosed in the Paladin Public Documents:

(1)

(b)

©)

(d)

either Paladin or a Paladin Subsidiary is the holder of record of, and is the owner
of a 100% undivided beneficial interest in and to its right, title and interest in, all
of the Paladin Mineral Properties, free and clear of all Encumbrances, other than
Permitted Encumbrances;

there are no adverse interests or options to acquire or purchase the Paladin
Mineral Properties or any portion thereof or any right, title or interest therein, No
Person has any proprietary OI pOSSessory interest in the Paladin Mincral
Properties (other than any Paladin Subsidiary) and subject only to the rights of
any Governmental Authority having jurisdiction, no Person is entitled to any
royalty or other payment in the nature of rent or royalty on any minerals, metals
or concentrates or any other such products removed or produced from such
mining properties;

neither Paladin nor any Paladin Subsidiary has received any notice from any
Governmental Authority alleging that it or any of its predecessors in interests in
respect of the Paladin Mineral Properties has violated or is violating n any
material respect any Environmental Law 10 which the Paladin Mineral Propertics
are subject; and

the Paladin Mineral Properties are in good standing in all material respects with
respect to the performance of all material obligations required under Applicable
Laws (including the payment of all maintenance costs, the performance of all
minimum assessment work and the filing of reports with respect to minimum
assessment work) and the condition of such Paladin Mineral Properties is in
material compliance with all Applicable Laws and all Orders of all Governmental
Authorities having jurisdiction, including in respect of any material
Environmental liability related to or arising out of such Paladin Mineral
Properties.
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Issued Capital of Paladin

As at the date hereof, 725,597,320 Paladin Shares are jssued and outstanding, an
aggregate of up o 12,368,794 Paladin Shares are issuable upon the exercise of Paladin
Options, an aggregate of up to 134,804,803 Paladin Shares are issuable upon the exercise
of Paladin Convertible Bonds, subject to adjustment in accordance with the terms and
conditions applicable to the Paladin Convertible Bonds, and an aggregate of up to
7,220,360 Paladin Shares are issuable under the Performance Share Rights Plans. With
the exception of the foregoing, there are, as of the date hereof, no options, warrants,
conversion privileges or other rights, shareholder rights plans, agreements, arrangements
or commitments (pre-emptive, contingent or otherwise) of any character whatsocver
requiring or which may require {he issuance, sale or transfer of any securities of Paladin
(including Paladin Shares), or any securities of obligations convertible into, or
exchangeable or exercisable for, or otherwise evidencing a right or obligation to acquire
any Paladin Shares or shares of a Paladin Subsidiary. All outstanding Paladin Shares are
fully paid and have been issued in compliance with Applicable Laws. Other than the
Paladin Shares, there are no securities of Paladin or of the Paladin Subsidiaries
outstanding which have the right to vote generally (and other than as set out in this
Section 5.7, that are convertible into or exchangeable for securities having the right to

vote generally).
Issuance of Paladin Shares

The Consideration Shares will, when issued pursuant to this Agreement, be duly and
validly issued as fully paid ordinary shares in the capital of Paladin.

Compliance with Securities Laws

Paladin is, and for more than four (4) conscoutive months immediately preceding the date
of this Agreement has been, a reporting issuer in Ontario not on the list of defaulting
reporting issuers published on the website of the Ontario Securities Commission and it
has filed with all applicable securities regulatory authorities in Canada and Australia all
forms, reports and documents required to be filed by it pursuant (o the Securities Laws
and published policies of such regulatory authorities on a timely basis.

Exemption from Prospectus Reguiremenis

The issuance and delivery of the Consideration Shares by Paladin to the Seller or its
pominee will be exempt from the prospectus and registration requirements of the
Securities Laws. The first trade by the Seller or its nominee of any of the Consideration
Shares will be exempt from the prospectus requirements of the Securities Laws:

(a) of Canada and no document will be required to be filed and no proceeding taken
or approval, permit, consent, Order or authorization obtained under the Securities
Laws of Canada in connection with such first trade provided that:

(i) Paladin is and has been a reporting issuer in a jurisdiction of Canada for
the four (4) months immediately preceding the trade;
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(i) at least four months have elapsed from the distribution date of the
Consideration Shares; and

(jif)  the certificate representing the Consideration Shares carries the following
legend:

UNLESS PERMITTED UNDER SECURITIES LEGISLATION, THE
HOLDER OF THIS SECURITY MUST NOT TRADE THE SECURITY
BEFORE [insert the date that is 4 months and a day after the distribution
date].

(iv) such tradeisnota “control distribution” (as such term is defined in NI 45-
102);

(v)  no unusual effort is made to prepare the market or to create a demand for
the securities that are the subject of the trade;

(vi) no extraordinary commission or consideration is paid to a Person or
company in respect of the trade; and

(vii) if the selling security holder is an insider or officer of Paladin, the selling
security holder has no reasonable grounds to believe that Paladin is in
default of Securities Laws, and

(b)  of Australia, subject to the four-month hold period referred to in clause (a), above,
and provided that Paladin:

(1) todges a notice with the ASX in full compliance with section 708A(6) of
the Corporations Act; and

(i)  ensures that the provisions of the Corporations Act are fully complied with
50 as to provide that the Consideration Shares arc fully tradable free of any
restriction under section 707(3) of the Corporations Act.

Listing of Paladin Shares

The Paladin Shares are listed on the TSX and are officially quoted on the ASX and
Paladin is in material compliance with the rules and policies of the TSX and the ASX.
No delisting, suspension of trading or cease trade order with respect to any securities of
Paladin and, to the knowledge of Paladin, no inquiry or investigation (formal or informal)
of any securities authority or stock exchange is in effect or ongeing or, to the knowledge
of Paladin, expected to be implemented or undertaken, it being understood by Fronteer
and the Buyer that securities are routinely halted or suspended from trading on the ASX
pending announcements by the listed company and the Paladin Shares may be halted or
suspended from trading on the ASYX in such circumstances. At the Closing Time, subject
to satisfaction of the conditions of the TSX for approval of listing the Consideration
Shares, the Consideration Shares will be listed on the TSX.
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Material Obligations

None of Paladin, the Paladin Subsidiaries or the Buyer is in violation of its constating
documents or in default, in any material respect, of the performance or observance of any
material obligation, agreement, covenant or condition contained in amy contract,
indenture, trust deed, mortgage, loan agreement, note, jease or other agreement or
instrument to which it is a party or by which any of its property may be bound. No state
of facts exists which, after notice or lapse of time or both, would constitute a material
default or breach by Paladin or the Buyer under any of their respective material
obligations.

Mineral Resouxces

The estimated mineral resources and mineral teserves disclosed in the Paladin Public
Documents have been prepared and disclosed in all material respects in accordance with
accepted engineering practices and all Applicable Laws. No material mineral deposits of
Paladin are subject to illegal occupation. There has been no material reduction in the
aggregate amount of estimated mineral resources of Paladin and the Paladin Subsidiaries,
taken as a whole, from the amounts disclosed in the Paladin Public Documents, except
for depletion for mining. '

Litigation

Except as disclosed in the Paladin Public Documents, there aré no material claims,
actions, suits, grievances, complaints or proceedings pending or, t0 the knowledge of
Paladin, threatened affecting Paladin or any of the Paladin Subsidiaries or affecting any
of their respective properties or assets at law or in equity before or by any Governmental
Authority, including mattets arising under Environmental Laws and neither Paladin nor

any of the Paladin Qubsidiaries nor their respective assets or properties is subject to any
outstanding material judgment, order, writ, injunction or decree.

Environmenial Matters

Each of Paladin and the Paladin Subsidiaries and their respective businesses and
operations:

(a) is in material compliance with all Environmental Laws and all terms and
conditions of all environmental permits required under Applicable Laws;

(b)  has not received any order, request or notice from any Person alleging a material
violation of any Environmental Law; and

(c) is not involved in remediation operations and does not know of any facts,
circumstances or conditions, including any Release of Hazardous Substance, that
would reasonably be expected to result in any Environmental Liabilities.

Internal Controls and Financial Reporting

Paladin has:
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{(a)  designed disclosure controls and procedures to provide reasonable assurance that

material information relating to Paladin, including the Paladin Subsidiaries, is

made known to the Chief Executive Officer and Chief Financial Officer of
Paladin, particularly during the periods in which filings are being prepared;

(b)  designed internal controls over financial reporting to provide reasonable
assurance Tegarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with IFRS;

(¢)  has cvaluated the effectiveness of Paladin’s disclosure controls and procedures
and has disclosed in the Paladin Public Documents its conclusions about the
effectiveness of its disclosure controls and procedures; and

(@)  has evaluated the offectivencss of Paladin’s internal control over financial
reporting and has included in the Paladin Public Documents its conclusions about
the effectiveness of internal control over financial reporting and, if applicable, the
necessary disclosure relating to any material weaknesses.

Paladin Financial Statements

Ak R e ———a—

The Paladin Financial Statements comply as 10 form in all material respects with the
published rules and regulations of all Applicable Laws, were prepared in accordance with
IFRS and fairly present, in all material respects, the financial position of the consolidated
entity at the respective dates indicated and their performance for the years ended as stated
therein.

Paladin Tax Matters

Except where any failure in respect of the matters referred to in paragraphs (a) and (b),
below, would not lead to a material liability for Tax:

(a)  all Tax Returns, elections and designations required by Applicable Laws to be
filed on or prior to the Closing Date by or on behalf of Paladin: (i) have been duly
and timely filed with the appropriate Governmental Authorities; and (ii) are irue,
correct and complete in all respects and contain 1o misstatements or omit any
statements that should have been included in order not to be misleading;

(b)  Paladin has duly and on a timely basis paid all Taxes required to be paid by it on
or before the Closing Date, including, without limitation, all Taxes shown as due
and owing on all Tax Returns, all Taxes assessed or reassessed by amy
Governmental Authority and all instalments on account of Taxes for the current
year; and

(¢}  at the Closing Time, the Buyer will be a registrant for purposes of Part IX of the
Excise Tax Act (Canada).
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No Undisclosed Liabilities

Paladin and the Paladin Subsidiaries have no material outstanding indebtedness or
liabilities and are not party to or bound by any material suretyship, guarantee,
indernification or assumption agreement, or endorscment of, or any other similar
commitment with respect to the obligations, liabilities or indebtedness of any Person,
other than those specifically identified in the Paladin Public Documents filed prior to the
date of this Agreement or specifically identified in the Paladin Financial Statements, Of
incurred in the ordinary course of business since the date of the most recent Paladin
Financial Statements filed on SEDAR.

Transfer Agent

Computershare Investor Services Ltd., at its principal office in Toronto, Ontario, and
Computershare Investor Services Pty Limited, at its office in Perth, Western Australia,
have been duly appointed as co-registrar and co-transfer agent for the Paladin Shares
(together, the “Transfer Agent”™),

Public Disclosure

All of the Paladin Public Documents were, as of the date thereof, in compliance in all
material respects with Applicable Laws and, as of the date of filing, did not contain any
untrue statement of a material fact, or omit to state 2 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. No confidential material change or other material
report or other material documents that relate to Paladin or the Buyer have been filed
with any securities regulators, securities commissions, stock exchanges or Governmental
Authority which at the date hereof remains confidential (other than Tax Retumns). Other
than as disclosed in the Paladin Public Documents, there has been no fact or change that
would render any of the Paladin Public Documents misleading or untrue in any material
respect.

Competition Act

Paladin, together with its affiliates:

(a) have assets in Canada that do not exceed $100,000,000 in aggregate value,
determined as of the last day of the period covered by the audited consolidated
financial statements of Paladin and its affiliates for the year ended June 30, 2010
and in such manner as is prescribed by the Competition Act; and

(b)  had gross revenues from sales in, from or into Canada, determined as of the last
day of the period covered by the audited consolidated financial statements of
Paladin and its affiliates for the year ended June 30, 2010 and in such manner as
is prescribed by the Competition Act, that do not exceed $365,000,000 in
aggregate value.
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523, Commission

6.1,

Fronteer and the Seller will not be liable for any brokerage commission, finder’s fee or

other similar payment in connection with the transactions contemplated hereby because
of any agreement in respect of same entered into by Paladin.

ARTICLE 6.

SURVIVAL AND LIMITATIONS OF REPRESENTATIONS AND WARRANTIES

Survival of Representations and Warranties

The representations and warranties contained in this Agreement, in any Schedule hereto,
in any documents to be exccuted and delivered pursuant to this Agreement and in any
documents executed and delivered in connection with the completion of the transaction
contemplated herein shall survive the Closing of the transaction contemplated herein,
notwithstanding such Closing and notwithstanding any investigations made by or on
behalf of the Parties or the waiver of any condition precedent by the Buyer or the Seller,
as the case may be, and shall continue in full force and effect from the Closing Date, fora
period of (and claims based upon or arising out of such representations and wartanties
may be asserted at any time before the date which shall be) twenty-four (24) months

following the Closing Date, except with respect to:

(a)  the representations and warranties contained in Sections 3.1(a) to 3.1(c),
inclusive, (Fronteer/Seller Corporate Matters), 3.3(a), 3.3(c) and 3.3(e)
(Purchased Assets), 3.8 (Sensitive Payments), 3.11 (Michelin Family Claim), 4.1
(Buyer Corporate Matters) and 5.1 (Paladin Corporate Matters) (as updated
pursuant to Sections 7.2(a) and 8.2(a)), which will survive for the limitation
periods imposed by Applicable Laws;

(b)  the representations and warranties contained in Section 3.7 (Seller Tax Matters)
(as updated pursuant to Section 7.2(a)), which will survive until sixty (60) days
have clapsed following the date upon which no assessment, reassessment or other
document assessing liability for Tax, interest or penalties may be issued in respect
of the Seller or the Aurera Business in respect of any taxation year ended prior to
or as of the Closing Date pursuant to any Applicable Laws relating to Tax;

(c) the representations and warrantics contained i Section 3.15 (Environmenial
Matters) (as updated pursuant to Sections 7.2(a)), which will survive until
thirty-six (36) months after the Closing Date; and

(@  aclaim for breach of any of the representations and warranties by a Party in or
pursuant to this Agreement involving fraud or fraudulent misrepresentation on the
part of such Party may be made against such Party at any time following the
Closing Date, subject only to limitation periods imposed by Applicable Law.

The Parties acknowledge that if notice regarding any matter contemplated in this Article
6 is given by any Party, acting in good faith, to any other Party within the relevant time
period specified in this Article 6 and if before such matter has been fully dealt with
pursuant to this Agreement, the relevant time period would expire, the time period in
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question shall be deemed to be extended (with respect to such matter only) unti} such
matter has been fully dealt with pursuant to this Agreement.

Kuowledge of the Seller or Fronteer

Where any representation or warranty contained in this Agreement is expressly qualified
by reference to the “knowledge” of the Seller or of Fronteer, it shall refer to the
knowledge of any of the Chief Executive Officer or Chief Financial Officer of the Seller
or Fronteer:

(8) for the purposes of Sections 3.3(c)(v), 3.15(b), 3.15(c) and 3.15(f), after having
made reasonable enquiry of Chesley Anderson and John Roberts with respect to
the matters referred to in such Sections, but not having made any further enquiry;
and

(b)  for all other purposes, after having made reasonable enquiry into the relevant
subject matter.

Knowledge of the Buyer or Paladin

Where any representation or warxanty contained in this Agreement is expressly qualified
by reference to the “knowledge” of the Buyer or Paladin, it shall refer to the knowledge
of any of the Chief Executive Officer or Chief Financial Officer of the Buyer or Paladin,
after having made reasonable enquiry into the relevant subject matter.

ARTICLE 7.
PALADIN AND BUYER CONDITIONS PRECEDENT

Conditions of Paladin and the Buver

Paladin and the Buyer shall be obliged to complete the Closing only if each of the
conditions precedent set out in the following Sections of this Article 7 have been satisfied
in full at or before the Closing Time. Each such condition precedent is for the exclusive
benefit of Paladin and the Buyer, and Paladin and the Buyer may waive any condition
precedent in whole or in part in writing.

Accuracy of Representations and Performance of Covenants
At the Closing Time:

{a)  all of the representations and warrantics of Fronteer and the Seller made in, or
pursuant to, this Agreement shall be true and correct in all material respects
(except where any representation or warranty is subject to a materiality qualifier,
in which case it shall be true and correct in all respects) as of the Closing Time
(unless they are expressed to be made only as of an earlier fixed date, in which
case they need be true and correct only as of such earlier date), except to the
extent that such representations and warranties may be affected by cvents or
transactions expressly permitted by this Agreement;
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(b)  Fronteer and the Seller shall have observed or performed in all material respects
all of the obligations, covenants and agreements under this Agreement to be
performed by them at or before the Closing Time;

(c)  Fronteer shall have delivered to the Buyer a certificate dated as of the Closing
Date and signed by an officer of Fronteer 0 the effect that cach of the
representations and wartanties of Fronteer contained herein are true and correct in
all material respects (except where any representation or warranty is subject to a
materiality qualifier, in which case it shall be true and correct in all respects) as at
the Closing Time (unless they are expressed to be made only as of an earlier fixed
date, in which case they need be true and correct only as of such earlier date) and

the conditions specified in this Article 7 have been fulfilled; and

(@) the Seller shall have delivered to the Buyer a certificate dated as of the Closing
Date and signed by an officer of the Seller to the effect that all of the
representations and warranties of the Seller contained herein are true and correct
in all material respects (except where any representation or warranty 1s subject ©
a materiality qualifier, in which case it shall be true and correct in all respects) as
at the Closing Date (unless they are expressed to be made only as of an earlier
fixed date, in which case they need be true and correct only as of such earlier
date) and the conditions specified in this Article 7 have been fulfilled.

Releases

On or before the Closing Time, the Buyer shall have received duly executed releases, in
registrable form where applicable, of, or evidence to the satisfaction of the Buyer, acting
reasonably, as to, the discharge of all Encumbrances against the Purchased Assets, except
Permitted Encumbrances, such that the Purchased Assets, including the Aurora Licences
and Aurora Real Property, shall be free of all Encumbrances except for Permitted
Encumbrances, from and after the Closing Time.

Consents, Authorizations and Registrations

All consents, approvals, Orders and authorizations of any Governmental Authority (or
registrations, declarations, filings or recordings with any of them) and, in relation to
Material Contracts, of any other Person, as set out in Schedule 3.5, shall have been
satisfied, obtained, made or waived, and all applicable waiting periods relating thereto, if
any, shall have expired or been the subject of early termination.

Litigation

There shall not be pending any Legal Proceeding against the Buyer, Paladin, the Seller or
Fronteer brought by any Governmental Authority or any other Person that seeks 1o
restrain, materially modify or invalidate the transactions contemplated by this Agreement
and no Order that would prohibit, materially modify or restrain such transactions shall be
in effect; provided that, in the case of any such Legal Proceeding brought by a Person
that is not a Governmental Authority, the Parties reasonably consider that such Legal
Proceeding has a reasonable likelihood of being successful.
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Receipt of Closing Documentation

The Buyer shall have received the Closing Documents required to be delivered by
Fronteer and by the Seller to the Buyer pursuant to Section 12.3 in form (as to
certification and otherwise) and substance satisfactory to the Buyer and its counsel,
acting reasonably.

Legal Opinion

The Buyer shall have received a Jegal opinion addressed to the Buyer and Paladin in form
and substance satisfactory 10 Buyer’s counsel, acting reasonably, relating to fthe
transactions contemplated hereby, including without limitation, that:

(a)  each of Fronteer and the Seller is validly subsisting and has the corporate power
and capacity to carry on its business as now conducted by it and to own its
properties and assets;

(b)  each of Fronteer and the Selier has all necessary corporate power and capacity {0
enter into this Agreement and to perform its obligations set out herein;

(c)  this Agreement has been duly authorized, executed and delivered by each of
Fronteer and the Seller;

(@)  this Agreement constitutes 2 legal, valid and binding obligation of each of
Fronteer and the Seller enforceable against it in accordance with its terms subject
to laws relating to creditors’ rights generally and relating to the fettering of a
directors’ discretion and except that rights to indemnity and contribution may be
limited or unavailable under Applicable Law; and

{c) such other matters as are reasonably requested by the Buyet’s counsel.

It is understood that the Seller’s counsel may rely on the opinion of local counsel
acceptable to them as to matters governed by the laws of jurisdictions other than Ontario,
Canada and on certificates of officers of Fronteer or the Seller as fo relevant matters of
fact.

Material Adverse Effeet

No Material Adverse Effect shall have occurred during the Interim Period with respect to
the Aurora Real Property or the Aurora Licenses.

Listing of Consideration Shares on the TSX
The TSX shall have conditionally approved the issuance and listing of the Consideration

Shares on or prior to the Closing Date, on conditions that are acceptable to Paladin,
acting reasonably,
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Cleansing Notice

Subject to Section 12.7, Paladin shall be reasonably satisfied that it is in a position to
satisfy the obligations set out in Section 13.3.

Competition Act

If the transactions contemplated by this Agreement become subject to the pre-merger
notification provisions of Part IX of the Competition Act, the Commissioner under the
Competition Act shall:

(a)  bave issued an advance ruling certificate pursuant to section 102 of the
Competition Act with respect to the purchase and sale of the Aurora Business, or

()  have waived the obligation to comply with the waiting period contemplated by
section 123(1) of the Competition Act by issuing a notice pursuant to section
123(2) of the Competition Act, or

(¢)  have waived the obligation to give the requisite notice under section 114 of the
Competition Act pursuant to section 113(c) of the Competition Act, or

(d)  where the Seller and the Buyer both have given notice under section 114 of the
Competition Act with respect 10 the purchase and sale of the Aurora Business, not
have issued a request for additional information pursuant to section 114(2) of the
Competition Act within the time period under section 123(1)(a) of the
Competition Act,

and, in the case of subsection (c) or (d), the Commissioner shall have issued a notice, in a
form reasonably acceptable to the Seller, that the Commissioner is of the view, at that
time, that the Commissioner does not have sufficient grounds on which to apply to the
Competition Tribunal under section 92 of the Competition Act with respect to the
purchase and sale of the Aurora Business contemplated by this Agreement, and such
notice has not been rescinded or amended.

ARTICLE 8.
FRONTEER AND SELLER CONDITIONS PRECEDENT

Conditions of Fronteer and the Seller

Fronteer and the Seller shall be obliged to complete the Closing only if each of the
conditions precedent set out in the following Sections of this Article 8 have been satisfied
in full at or before the Closing Time. Each such condition precedent is for the exclusive
benefit of Fronteer and the Seller, and Fronteer and the Seller may waive any condition
precedent in whole or in part in writing,

Accuracy of Representations and Performance of Covenants

At the Closing Time:
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(a)  all of the representations and warranties of the Buyer and Paladin made in, or
pursuant to, this Agreement shall be true and correct in all material respects
(except whore any representation of warranty is subject 10 a materiality qualifier,
in which case it shall be true and correct in all respects) as of the Closing Time
(unless they are expressed to be made only as of an carlier fixed date, in which
case they need be true and correct only as of such earlier date), except to the
extent that such representations and warranties may be affected by events or
transactions expressly permitted by this Agreement;

(b)  the Buyer and Paladin shall have observed or performed in all material respects
all of the obligations, covenants and agreements under this Agreement (0 be
performed by them at or before the Closing Time,

(c)  the Buyer shall bave delivered to the Seller a certificate dated as of the Closing
Date and signed by an officer of the Buyer to the effect that each of the
representations and warranties of the Buyer contained herein are true and correct
in all material respects (except where any representation or warranty is subject to
a materiality qualifier, in which case it shall be true and correct in all respects) as
at the Closing Time (unless they are expressed to be made only as of an earlier
fixed date, in which case they need be true and correct only as of such earlier
date) and the conditions specified in this Axticle 8 have been fulfilled; and

(@)  Paladin shall have delivered to the Seller a certificate dated as of the Closing Date
and signed by an officer of Paladin to the effect that each of the representations
and warrantics of Paladin contained herein are true and correct in all material
respects (except where any representation or warranty is subject to a materiality
qualifier, in which case it shall be true and correct in all respects) as at the Closing
Time (unless they are expressed to be made only as of an earlier fixed date, in
which case they need be true and correct only as of such earlier date) and the
conditions specified in this Axticle 8 have been fulfilled.

Consents, Authorizations and Registrations

All consents, approvals, Orders and authorizations of any Governmental Authority and
other Persons (or registrations, declarations, filings or recordings with any of them) as set
out in Schedule 5.4 shall have been satisfied, obtained, made or waived, and all
applicable waiting periods relating thereto, if any, shall bave expired or been the subject
of early termination.

Litigation

There shall not be pending any Legal Proceeding against the Buyer, Paladin, the Seller or
Fronteer brought by any Governmental Authority or any other Person that seeks to
restrain, materially modify or invalidate the transactions contemplated by this Agreement
and no Order that would prohibit, materially modify or restrain such transactions shall be
in effect, provided that, in the case of any such Legal Proceeding brought by a Person that
is not a Governmental Authority, the Parties veasonably consider that such Legal
Proceeding has a reasonable likelihood of being successful.
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Receipt of Closing Documentation

The Seller shall have received the Closing Documents required to be delivered by the
Buyer and by Paladin to the Seller pursuant to Section 12.4 in form (as to certification
and otherwise) and substance satisfactory to the Seller and its counsel, acting reasonably.

Legal Opinion

The Seller shall have received a legal opinion addressed to the Seller and Frontcer in
form and substance satisfactory to Seller’s counsel, acting reasonably, relating to the
iransactions contemplated hereby, including without limitation, that:

(8)  each of Paladin and the Buyer has the corporate power and capacity to own and
Jease its properties and assets and to conduct its business as described in the
Paladin Public Documents;

(b)  each of Paladin and the Buyer is validly subsisting and has the corporate power
and capacity to carry on its business as now conducted by it and to own Its
properties and assets and is qualified to camry on business under the laws of the
jurisdictions where it carries on a material portion of its business;

(c)  each of Paladin and the Buyer has all necessary corporate power and capacity to
enter into this Agreement and to perform its obligations set out herein;

(d)  this Agreement has been duly authorized, executed and delivered by each of
Paladin and the Buyer and constitutes a legal, valid and binding obligation of each
of Paladin and the Buyer enforceable against it in accordance with its terms
subject to laws relating to creditors’ rights generally and relating to the fettering
of a directors’ discretion and except that rights to indemnity and contribution may
be limited or unavailable under Applicable Law;

(e) the form of the definitive certificate representing the Consideration Shares has
been approved and adopted by Paladin and complies with all legal requirements
(including all applicable requirements of the TSX and the ASX) relating thereto;

(f)  the Consideration Shares, upon issuance in accordance with the terms of the
constitution of Paladin, will be issued as fully paid ordinary shares in the capital
of Paladin;

(g)  the Consideration Shares have been conditionally accepted for listing on the TSX,
subject to the filing of customary closing documentation;

(h) Paladinisa “reporting issuer” and is not on the list of defaulting reporting issuers
published on the websile of the Ontario Securities Commission;

(1 the issuance of the Consideration Shares by Paladin to the Seller 18 and will be
exempt from the prospectus and registration requirements of applicable Securities
Laws;
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ihe first trade in the Consideration Shares will not be subject to the prospectus
requirements of applicable Securities Laws and no prospectus or other document
is required to be filed, no proceedings are required to be taken and no approvals,
permits, consents or authorizations of regulatory authonties are required to be
obtained under the applicable Securities Laws 10 permit the first trade of such
securities by the holder thereof through tegistrants or dealers registered under the
applicable Securities Laws who have complied with such laws, or in
circumstances in which there is an exemption from the registration requirements
under the applicable Securities Laws of such provinces, provided that at the time

of the trade:

(1) the Corporation is and has been a reporting issuer in a jurisdiction of
Canada for the four months immediately preceding the trade;

(i)  at least four months have elapsed from the “distribution date” (as defined
in NI 45-102) of the Consideration Shares,

(iii)  the certificates representing the Consideration Shares are endorsed with
the legend required by section 2.5(2)3() of NI 45-102;

(iv)  the trads is not a “control distribution” within the meaning of NI 45-102;

(v)  no unusual effort is made to prepare the market or create a demand for the
securities that are the subject of the trade;

(vi) no extraordinary commission or consideration is paid to a person or
company in respect of the trade; and

(vii)  if the selling security holder is an insider or officer of Paladin, the selling
security bolder has no reasomable grounds to believe that Paladin 15 in
default of securities legistation;

the issued capital of Paladin is as set forth in such opinion; and

such other matters are as reasonably requested by the Seller’s counsel.

It is understood that Paladin’s counsel may rcly on the opinion of local counsel
acceptable to them as to matters governed by the laws of jurisdictions other than British
Columbia, Canada and on certificates of officers of Paladin or the Buyer, the Transfer
Agent and relevant securities regulatory authorities or information made available by
them as to relevant matiters of fact.

Material Adverse Effect

No Material Adverse Effect shall have occurred during the Interim Period with respect to
Paladin or its business, assets or properties.
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Listing of Consideration Shares on the TSX and Cleansing Notice

The TSX shall have conditionally approved the issuance and listing of the Consideration
Shares on or prior to the Closing Date, on conditons that are acceptable to Fronteer,
acting reasonably and Fronteer shall be reasomably satisfied that Paladinis ina position to
satisfy the obligations set out in Section 13.3.

Competition Act

If the transactions contemplated by this Agreement become subject to the pre-merger
notification provisions of Part IX of the Competition Act, the Commissioner under the
Competition Act shall:

{(a)  have issued an advance ruling certificate pursuant to section 102 of the
Competition Act with respect to the purchase and sale of the Aurora Business, or

(b)  have waived the obligation to comply with the waiting period contemplated by
section 123(1) of the Competition Act by issuing @ notice pursuant to section
123(2) of the Competition Act, or

(c)  have waived the obligation to give the requisite notice under section 114 of the
Cotnpetition Act pursuant to section 113(c) of the Competition Act, or

(d)  where the Seller and the Buyer both have given notice under section 114 of the
Competition Act with respect to the purchase and sale of the Aurora Business, not
have issued a request for additional information pursuant to section 114(2) of the
Competition Act within the time period under section 123(1)a) of the
Competition Act,

and, in the case of subsection (¢} or (d), the Commissioner shall have issued a notice, in &
form reasonably acceptable to the Seller, that the Commissioner is of the view, at that
time, that the Commissioner does not have sufficient grounds on which to apply to the
Competition Tribunal under section 92 of the Competition Act with respect to the
purchase and sale of the Aurora Business contemplated by this Agreement, and such
notice has not been rescinded or amended.

ARTICLE 9.
PRE-CLOSING COVENANTS OF THE PARTIES

Conduct of Business Prior to Cloging

During the Interim Period, except as required by Applicable Laws or any Governmental
Authority, the Seller shall conduct, and Fronteer shall ensure that the Seller conducts, the
Aurora Business only in the ordinary course consistent with past practice and in
compliance in all material respects with all Applicable Laws and the Aurora Licences.
Without limiting the generality of the foregoing, the Seller shall:
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(a)  conduct its business only in, not take any action except in, and maintain the
Purchased Assets in a manner that is consistent with past practice, except as may
be required in order to comply with the terms of this Agreement,

(b)  take good care of all the Purchased Assets and do such repairs and maintenance of

the Purchascd Assets as is consistent with past practice, and take reasonable care
to protect and safeguard the Purchased Assets;

(©) not allow any of the Purchased Assets fo become subject to any Encumbrance
gxcept Permitted Encumbrances,

(@ not sell, lease, licence, transfer or otherwise dispose of, or agree t0 sell, lease,
licence, transfer or otherwise dispose of, any of the Purchased Assets;

(¢)  use reasonable efforts to maintain relations and goodwill with those having
business relations with the Seller;

® make all necessary Tax, governmental and other filings in a timely fashion;

(g)  not, without the prior written consent of the Buyer, commence any new capital
projects; and

() not, without the prior written consent of the Buyer, amend, vary, cancel or
terminate any of the Material Contracts of the Aurora Licences, or enter into any
Contract that would constitute a Material Contract, or obtain any additional
Licence except any renewals or replacements of any of the Aurora Licences on
substantially the same terms and conditions or as required by Applicable Law.

Access

During the Interim Period and upon reasonable notice, Fronteer and the Seller shall
permit Paladin and the Buyer and their respective Representatives (o have reasonable
access, during normal business hours, to Fronteer’s and the Seller’s personnel, including
officers and senior management, and to the Seller’s facilitics, premises and properties and
to the Books and Records and to all, or to true copies of all, title documents, Contracts to
which the Seller is a party or by which it or any of the Purchased Assets are bound and
shall furnish them with all such information relating to the Aurora Business and the
Purchased Assets as Paladin or the Buyer may from time to time reasonably request, it
being acknowledged and agreed by Fronteer and the Seller that no investigation made by
or on behalf of Paladin or the Buyer shall waive or diminish the scope of, or otherwise
affect, Paladin’s and the Buyer's rights to rely on, any representation or warranty made
by Fronteer or the Seller in this Agreement or in any document, instrument, certificate or
agreement delivered pursuant to this Agreement.

Actions to Satisfy Closing Conditions

{2)  Each Party shall, at its own expense, use commercially reasonable efforts to
satisfy (or cause the satisfaction of) the conditions herein which are for the benefit
of the other Parties hereto, to the extent the same is within its contrel, and take, or
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cause to be taken, all other action and do, or cause to be done, all other things
necessary, proper or advisable under all Applicable Laws to complete the
transactions contemplated hereby, including using its commercially reasonable
offorts to obtain or cooperate with the other Parties to obtain any and all consents,
approvals and waivers of any Person required to consummate the transactions
contemplated by this Agreement. Without limiting the generality of the
foregoing, each Party shall, at its own expense, cooperate as necessary or in such
manner as another Party may reasonably request in the making of all necessary
filings and applications required in order to obtain any consents and make any
necessary filings and applications under all Applicable Laws required in
connection with the transactions conternplated herein.

(b)  For greater certainty, this Section 9.3 shall not:

(i) obligate the Buyer or Paladin to make any payment to any Person (except
for any transfer fees chargeable by any Governmental Authority with
respect to the transfer of the Aurora Licences) or fo pay any other charge
or fee (except a payment contracted for with a third party or a payment {o
a third party to cover the third party’s reasonable expenses associated with
the consents and waivers referred to in this Section) or make additional
payments, guarantees of financial contributions or arrangements or (0
institute Legal Proceedings to obtain such consents or waivers; or

(i) obligate the Seller or Fronteer to make any payment to any Perscn or to
pay any other charge or fee (except a payment contracted for with a third
party or a payment to a third party to cover the third party’s reasonable
expenses associated with the consents referred to in this Section) or make
additional payments, guarantees or {mancial contributions or arrangements
or to institute Legal Proceedings o obtain such consents or waivers.

Injunctions

If any court or Governmental Authority having jurisdiction over any of the Parties issues
any Order before the Closing Time which would prohibit or materially restrict or hinder
the Closing, the Parties shall use their respective commerciaily reasonable efforts to have
such Order dissolved, revoked or otherwise eliminated as promptly as possible. If the
Order is not rescinded by the OQutside Date and provided that such Order is being
contested ot appealed, the Outside Date shall be automatically extended for a single
period of 90 days.

Dividends

During the Interim Period, Paladin shall not split, combine or reclassify any cutstanding
Paladin Shares, or declare, set aside or pay any dividend or other distribution payable n
cash, stock, property or otherwise with respect to the Paladin Shares,
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Issue of Paladin Shares

During the Interim Period, Paladin shall not issug, sell or grant or agree to issue, sell, or
grant any Paladin Shares or securities convertible or exchangeable into Paladin Shates
other than: (a) the issue of Paladin Shares in connection with & corporate acquisition or
transaction with an arm’s length third party; or (b) the issue of Paladin Shares pursuant to
the exercise of Paladin Options, the conversion of Paladin Convertible Bonds or in
connection with ihe Performance Share Rights Plans.

Filings with Governmental Authorities

As soon as practicable after the date of this Agreement, the Parties shall make of cause 10
be made all filings, notices or requests for consent or approval required to be given or
made to any Govemnmental Authority in connection with the sale and transfer of the
Aurora Business including application by Paladin to the TSX for the listing of the
Consideration Shares. Each Party shall furnish to the other such information and
assistance as may reasonably be requested in order to prepare any filings or submissions
or notices to be made or given by such other Party.

Competition Filin

Without limiting the generality of the covenant in Section 9.3, if the transactions
contemplated by this Agreement become subject to the pre-merger notification provisions
of Part IX of the Competition Act:

(a)  the Buyer shall use commercially reasonable efforts to prepare and file, and the
Seller will use commercially reasonable efforts to assist the Buyer to prepare and
file, with the Commissioner, as soon as practicable after the date the transactions
contemplated by this Agreement become subject to such pre-merger notification
provisions, but in any event no ater than ten (10) Business Days after such date,
an application for an advance ruling certificate under section 102 of the
Competition Act and a request in the alternative for a no-action letter and a waiver
under section 113(c) of the Competition Act. In addition, if mutually agreed to by
the Buyer and the Seller, or if an advance ruling certificate or a waiver under
section 113(¢) of the Competition Act is not forthcoming within 14 days of such
application, each of the Buyer and the Seller shall as soon as practicable file a pre-
merger notification pursuant to section 114(1)(a) of the Competition Act. Each
Party shall, as soon as reasonably practicable, also furnish any additional
information requested by the Commissioner under the Competition Act. In
connection with the fulfillment of the conditions in Sections 7.11 and 8.9, each of
the Buyer and the Seller shall:

) keep each other fully and promptly informed of any communication with
the Commissioner or the Cormmissioner’s representatives;

(i)  consult with each other with respect to any such communication and,
acting together, prepare a response 1o any such communication providing
each other with copies of all applications, notifications, filings and other
communications prepared in draft form prior to submission to the
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Commissioner, deleting information that is confidential ot providing such
copies on an external counsel only basis or such other basis as may be
agreed by the Buyer and the Seller in writing;

(iii)  not participate in any meeting or teleconference with the Commissioner in
respect of any application, investigation or other inquiry relating to the
transactions contemplated by this Agreement unless it consults with the
other Party in advance and, to the extent permitted by the Commissioner,
provides the other Party the opportunity to attend and participate thereat;

and

(iv)  not take any action that would have the effect of delaying, impairing or
impeding the fulfillment of the conditions in Sections 7.10 and 8.9; and

(b)  the Buyer will pay any requisite filing fees and applicable taxes in relation to any
filing or application made in respect of the Competition Act.

ARTICLE 10.
TRUST FOR ASSETS NOT TRANSFERRED BY CLOSING

Consents Not Received

If a consent or approval of a third party required to permit the transfer or assignment to
the Buyer of the Seller’s interest in any of the Purchased Assets, is not received on or
before the Closing, and if, notwithstanding such non-receipt, the Seller and the Buyer
proceed to complete the sale and the purchasc of the Purchased Assets contemplated by
this Agreement, the legal transfer or assignment of those Purchased Assets in respect of
which the required consent has not been received on or before the Closing will not be
effective in each case until the applicable consent or approval has been received and such
Purchased Assets will be held by the Seller following the Closing in trust for the benefit
and exclusive use of the Buyer, The Seller shall continue to use commercially reasonable
efforts to obtain the required consents and approvals and shall only make use of such
Purchased Assets in accordance with the directions of the Buyer.

Ineffcetive Transfer

If for any reason any Purchased Asset, including any Assumed Contract or Aurora Right,
is not fully and effectually transferred to the Buyer upon Closing, any such Purchased
Asset will be held by the Seller following the Closing in trust for the exclusive use of the
Buyer, the Seller and the Buyer shall use commercially reasonable efforts to complete the
transfer thereof to the Buyer as soon as practicable and the Seller shall only make use
thereof in accordance with the directions of the Buyer.

Confidentiality Agreements

Fronteer and the Seller shall hold the benefit of all confidentiality agreements to which
Fronteer or the Buyer is a party or by which it is bound that affects the Aurora Business,
Aurora Real Property or Aurora Licences in trust for the Buyer and exercise all rights
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under such confidentiality agreements for the benefit of the Buyer, including enforcing
such rights at the request and expense of the Buyer.

ARTICLE 11.
EMPLOYEES

Retention of Existing Employees
During the Interim Period, the Seller shall:

(a)  use reasonable efforts to retain the services of its employees, all of whom are
listed in Schedule 11.1(a) (the “Seller Employees”); and

(by  pay to all Seller Employees any salary, bonus or other payments payable to them
in the ordinary course of business in a manner and on payment schedules
consistent with past practice.

Termination of Employment

(@)  The Seller shall terminate the employment of all Seller Employces with such
termination to take effect at the Closing Time.

(b)  If the Closing Date occurs other than at the end of a regular pay period of the
Seller, the Buyer shall be responsible for payment to all Seller Employees of all
salary, bonus or other payments payable to them in the ordinary course of
business in a manner and on payment schedules consistent with past practice and
their respective employment agreements, service contracts or otherwise that have
accrued in respect of that pay period and which remain unpaid as at the Closing
Date. '

(c)  Paladin or the Buyer and shall promptly reimburse the Seller for all payments
made in respect of the Change of Control Obligations set out in Schedule 3.14(c)
and payments in respect of severance, provided that the Seller shall pay one-half
of the dollar value of any such payments, up to a maximum aggregate amount of
$500,000. The Parties acknowledge that Closing will be treated as triggering the
Change of Control Obligations.

(d)  Paladin and the Buyer agree to jointly and severally indemnify and hold harmless
Fronteer and the Seller and their respective directors and officers from and against
any and all losses suffered or incurred by them of any nature whatsoever,
including reasonable legal fees and disbursements of external counsel to Fronteer
and the Seller as a result of, or arising in connection with, & failure by Paladin or
the Buyer to make any of the payments described in paragraphs 11.2(b) and (c),

Offers of Employment

At or prior to the Closing Time, or forthwith thereafter, the Buyer and Paladin shall offer
employment to all Seller Employees on terms that are no less favourable than the terms
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and conditions of their current employment or engagement by the Seller, except for the
Change of Control Obligations.

ARTICLE 12.
CLOSING ARRANGEMENTS

12.1. Outside Date

Subject to Section 12.7, the Outside Date shall be the last to occur of:

@
(b)

(c}

March 31, 2011;

f the transactions contemplated by this Agreement become subject to the pre-
merger notification provisions of Part IX of the Competition Act, sixty (60) days
after the date on which the transactions contemplated by this Agreement become
subject to such pre-merger notification provisions; and

if Section 9.4 applies, the date determined in accordance with Section 9.4.

12.2. Place of Closing

The Closing shall take place on the Closing Date at the Closing Time at the offices of
Lawson Lundell LLP, Vancouver, British Columbia, or at such other place as may be
agreed upon by the Seller and the Buyer.

12.3. Deliveries by the Seller and Fronteer

At the Closing Time, the Seller and/or Fronteer shall deliver or cause to be delivered to
the Buyer (unless delivered previously) the following documents, agreements,
instruments and items, in form and substance satisfactory to the Buyer and its legal
counsel, acting reasonably:

(a)

(b)

(©

all deeds, bills of sale, conveyances, transfers, assignments, instruments and other
documents which are necessary, in the opinion of the Buyer, to assign, sell and
transfer the Aurora Business and the Purchased Assets to the Buyer as
contemplated by this Agreement (subject to any retention in trust as contemplated
in Article 10);

copies, certified by an officer of the Seller as true, correct and complete, of (1) a
special resolution of Fronteer (as sole shareholder of the Seller) approving the sale
of all or substantially all of the assets and business of the Sciler; and
(i) tesolutions of the directors of the Seller approving this Agreement,
authotizing the performance by the Seller of its covenants and obligations under
this Agreement and authorizing the signature or execution and delivery of this
Agreement and of any documents required to be signed or executed and delivered
by the Seller under this Agreement,

copies, certified by an officer of Fronteer as true, correct and complete, of
resolutions of the directors of Fronteer approving this Agreement, authorizing the
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performance by Fronteer of its covenants and obligations under this Agreement,
authorizing the signature or execution and delivery of this Agreement and of any
documents required to be signed or executed and delivered by Fronteer under this
Agreement and authorising the execution of the special resolution referred to in

paragraph (b);
a certificate of an officer of the Seller:

(1) to the effect that the ropresentations and warranties of the Seller contained
in this Agreement arc true and correct in all material respects (except
where any representation or warranty is subject to a materiality qualifier,
in which case it shall be true and correct in all respects) as of the Closing
Date (unless they arc expressed to be made only as of an earlier date, in
which case they need be true and correct only as of such earlier date},
except to the extent that such representations and warranties may be
affected by events or transactions expressly permiited by this Agreement;

(i}  to the effect that the Seller has observed and performed in all material
respects all of its obligations, covenants and agreements to be performed
under this Agreement at or prior to the Closing Time; and

(iii)  attaching copies of the signatures of the individuals authorized to sign this
Agreement and/or any of the Closing Documents contemplated herein on
behalf of the Seller and certifying the genuineness of such signatures;

a certificate of an officer of Fronteer:

(i) to the effect that the representations and warranties of Fronteer contained
in this Agreement are true and correct in all material respects (except
where any representation or warranty is subject to a materiality qualifier,
in which case it shall be true and correct in all respects) as of the Closing
Date (unless they are expressed to be made only as of an earlier date, in
which case they need be true and correct only as of such earlier date),
except to the extent that such representations and warranties may be
affected by events or transactions expressly permitted by this Agreement;

(i)  to the effect that Fronteer has observed and performed in all material
respects all of its obligations, covenants and agresments {0 be performed
under this Agreement at or prior to the Closing Time; and

(iii)  attaching copies of the signatures of the individuals authorized to sign this
Agreement and/or any of the Closing Documents contemplated herein on
behalf of Fronteer and certifying the gennineness of such signatures;

evidence in form satisfactory to the Buyer, acting reasonably, that all actions
required to be taken by the Seller or Fronteer prior to Closing pursuant to this
Agreement have been taken and all consents, approvals, Orders and authorizations
required to be obtained by the Seller or Fronteet for the Closing pursuant to
Section 3.5 have been obtained;
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a legal opinion of the Seller’s and of Fronteer’s solicitors in the form required by
this Agreement;

the right to possession of the Purchased Assets including, if not previously
delivered to the Buyer, the original Material Contracts, Aurora Licences and
Books and Records of the Seller;

the Ancillary Rights Agreement, duly executed by Fronteer and the Seller; and

such other conveyances, transfers, approvals, documents, instruments or
certificates dated as of the Closing Date as would be usual in completing
transactions of the nature contemplated by this Agreement or as are, in the
opinion of counsel for the Seller, reasonably necessary oI desirable 1o
consummate the transactions contemplated by this Agreement.

Deliveries by the Buver and Paladin

At the Closing Time, each of the Buyer and/or Paladin shall deliver or cause ic be
delivered to the Seller (unless delivered previously) the following documents,
agreements, instruments or items, in form and substance satisfactory to the Seller and its
legal counsel, acting reasonably:

(@

(b)

©

(d)

share certificates representing the Consideration Shares in payment of the
Purchase Price;

copies, certified by an officer of the Buyer as true, correct and unamended, of
resolutions of the directors of the Buyer approving this Agreement, authorzing
the performance by the Buyer of its covenants and obligations under this
Agreement and authorizing the signature or execution and delivery of this
Agreement and of any documents required to be signed or executed and delivered
by the Buyer under this Agresment;

copies, certified by an officer of Paladin as true, correct and unamended, of
resolutions of the directors of Paladin approving this Agreement, authorizing the
performance by Paladin of its covenants and obligations under this Agreement
(including the issuance of the Consideration Shares) and authorizing the signature
o execution and delivery of this Agreement and of any documents required to be
signed or executed and delivered by Paladin under this Agreement;

a certificate of an officer of the Buyer:

(i) to the effect that the representations and warranties of the Buyer contained
in this Agreement are true and correct in all material respects (except
where any representation or warranty is subject to a materiality qualifier,
in which case it shall be true and correct in all respects) as of the Closing
Date (unless they are expressed to be made only as of an earlier date, in
which case they need be true and correct only as of such earlier date),
except to the extent that such representations and walTanties may be
affected by events or transactions expressly permitted by this Agreement;
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(i)  to the effect that the Buyer has observed and performed in all material
respects all of ils obligations, covenanis and agreements to be performed
under this Agreement at or prior to the Closing Time; and

(iiiy  attaching copies of the signatures of the individuals authorized to sign this
Agreement and/or any of the Closing Documents contemplated herein on
behalf of the Buyer and certifying the genuineness of such signatures;

a certificate of an officer of Paladin:

8)] to the effect that the representations and warranties of Paladin contained in
this Agreement are true and correct in all material respects {except where
any representation or warranty is subject to a materiality qualifier, in
which case it shall be true and correct in all respects) as of the Closing
Date (unless they are expressed to be made only as of an earlier date, in
which case they need be true and correct only as of such earlier date),
except to the extent that such representations and warranties may be
affected by events or transactions expressly permitied by this Agreement;

(i)  to the effect that Paladin has observed and performed in all matenal
respects all of its obligations, covenants and agreements to be performed
under this Agreement at or prior to the Closing Time; and

(iii)  attaching copies of the signatures of the individuals authorized to sign this
Agrecment and/or any of the Closing Documents contemplated herein on
behalf of Paladin and certifying the genuineness of such signatures;

an agreement of the Buyer, in form reasonably satisfactory to the Seller, to
assume the rights and benefits of the Aurora Business and the Purchased Assets
and to assume responsibility for the observance, performance and payment of all
Assumed Obligations;

evidence in form satisfactory to the Seller, acting reasonably, that all actions
required to be taken by the Buyer or Paladin prior to Closing pursuant to this
Agreement have been taken and all consents, approvals, Orders and authorizations
required to be obtained by the Buyer or Paladin for the Closing pursuant to
Section 5.4 have been obtained;

a legal opinion of the Buyer’s and Paladin’s solicitor in the form required by this
Agreement;

the Ancillary Rights Agreement duly executed by Paladin; and

such other conveyances, transfers, approvals, documents, mstruments or
certificates dated as of the Closing Date as would be usual in completing
transactions of the nature contemplated by this Agreement or as are, in the
opinion of counsel for the Seller, reasonably necessary or desirable to
consummate the transactions contemplated by this Agreement.

.B5



Feb 02 11 08:58p fronteer develop 604-632-4678

12.5

12.6.

12.7,

13.1.

13.2.

56

Concurrent Delivery

It shall be a condition of the Closing that all matters of payment and the execution and
delivery of documents by any Party to the others pursuant to the terms of this Agreement
shall be concurrent requirements and that nothing will be complete at the Closing until
everything required as a condition precedent to the Closing has been paid, exccuted and
delivered, as the case may be.

Transfer of Purchased Assets

Subject to the terms and conditions of this Agtcement, the transfer of the Purchased
Assets to the Buyer shall be deemed to take effect as at the Closing Time.

Cleansing Notice

Notwithstanding any other provision of this Agreement, if on what would otherwise be
the Closing Date the condition in Section 7.10 has not been satisfied or waived, the
Closing Date will be postponed for a maximum period of 45 calendar days. Forthwith
after Paladin determines during that 45 day period that it will be in a position to satisfy
the obligations set out in Section 13.3, Paladin shall give notice to that effect to Fronteer
and the Seller. The Closing Date will then be the fifth (5th) Business Day in Ontario,
British Columbia and NL following the receipt of such notice from Paladin; provided,
however, that if such notice is not received on or before the 38th day of that 45 day
period, the Closing Date will be the fifth (5th) Business Day following that 38th day, it
being understood and agreed that Paladin will be required to take such steps and to make
such public disclosures as are required to allow it to satisfy its obligations under Section
13.3 promptly following the Closing Date as determined under this Section.

ARTICLE 13.
POST-CLOSING COVENANTS OF THE PARTIES

Payment of Taxes on Sale and Transfer

The Buyer shall be responsible for and shall pay when due any land transfer taxes, sales
taxes, excise taxes (goods and services taxes) and similar taxes (but not Taxes of the
Seller for the period up to the Closing Date), and any registration fees payable in respect
of the sale and transfer of the Aurora Business and the Purchased Assets to the Buyer.

Final Approval of the TSX

Promptly after the Closing, Paladin shall make, or cause to be made, all filings, and shall
pay all fees, required to be given or made to the TSX in order to satisfy all of the
conditions to listing the Consideration Shares. Paladin shall promptly advise the Seller if
final approval of the TSX for the listing of the Consideration Shares is not granted for
any reason whatsoever.
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Cleansing Notice

Promptly after the Closing, Paladin shall lodge a notice with the ASX in full compliance
with section 708A(6) of the Corporations Act and shall ensure that the provisions of the
Corporations Act are fully complied with so as to provide that the Consideration Shares
are fully tradable free of any restriction under section 707(3) of the Corporations Act.

Change of Name

With effect as soon as practicable and in any event no later than ten (10) Business Days
in British Columbia and NL afler the Closing Date, Fronteer shall change the name of the
Seller to a name that does not include “Aurora”. Fronteer and the Seller agree that from
and after the effective date of such name change, none of the Seller, Fronteer or any of
their respective affiliates will use the word “Aurora” in their names and Fronteer and the
Seller shall cooperate with the Buyer to permit the name of the Buyer to be changed to a
name including “Aurora” as soon as possible after the Closing Date, including, without
limitation, by the execution and delivery by Fronteer and/or the Seller of any required
consents.

ETA Election

The Buyer and the Seller shall elect jointly under s. 167(1) of the Excise Tax Act
(Canada), in the form prescribed for the purpose of that subsection, in respect of the sale
and transfer of the Purchased Assets hercunder, and the Buyer shall file such election not
later than the deadline for filing its GST return for its reporting period that includes the
Closing Date, and shall provide the Seller with evidence of such filing.

Copies and Acgess

()  Notwithstanding anything else in this Agreement, each of Fronteer and the Seller
shall be entitled to retain copies of all Books and Records and such other
documentation as it, in its sole discretion, acting reasonably, determines to be

necessary for the purposes of: (i) preparing annual or quarterly financial

statementis; (ii) complying with its public reporting requirements under
Applicable Laws; (jii) preparing Tax Returns; or (iv) preparing any other filings
required by a Governmental Authonity.

(b)  Without limiting the generality of or action of paragraph (a), until such time as no
assessment, reassessment or other document assessing liability for Tax, interest or
penalties may be issued in respect of the Seller or Fronteer in respect of any
taxation year ended prior to or as of the Closing Date pursuant to any Applicable
Laws relating to Tax, upon reasonable notice, the Buyer and Paladin shall permit
Fronteer and the Seller and their respective Representatives to have reasonable
access, during normal business hours, to all Books and Records as well as such
other documentation related to the Aurora Business as they may reasonably
request, provided that such access shall be for a purpose permitted under
paragraph (a).
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Share Certificate — Removal of Legend

After the expiry date of the legends set forth in Section 3.21 of this Agreement,
certificates representing the Consideration Shares may be exchanged for certificates
bearing no such legends and Paladin and the Buyer hereby jointly covenant and agree that
they will use commercially reasonable efforts to deliver or cause to be delivered a
cerlificate or certificates representing the Consideration Shares bearing no such legends
within three Business Days in Ontario and British Columbia after delivery of the
legended certificate or certificates by the Seller.

Reporting Issuer Status

Paladin covenants and agrees that it will, during the twenty-four (24) month period
immediately following the Closing Date, (a) use its commercially reasonable efforts to
maintain the listing on the TSX and the quotation on the ASX of the Paladin Shares and
(b) maintain its status as a “reporting issuer” in Ontario.

Coumpetition Act

If the transactions contemplated by this Agreement become subject to the pre-merger
notification provisions of Part IX of the Competition Act, the Parties shall co-operate and
assist each other in taking all action and filing all documentation and information
required in order to comply with the Competition Act and in particular shall apply to the
Commissioner to obtain an advance ruling certificate pursuant to Section 102 of the
Competition Act or a waiver of the obligation to comply with the waiting period under
section 123(1) of the Competition Act pursuant to Section 113(c) or 123(2) of the
Competition Act or otherwise take such actions as are necessary to satisfy the conditions
of Sections 7.11 and 8.9 and comply with Section 9.8.

ARTICLE 14,
GENERAL TERMINATION PROVISIONS

Termination

This Agreement may be terminated at any time at or prior to the Closing (the
“Termination Date™):

(a)  in writing, by mutual consent of the Parties;

(b) by written notice from the Seller to the Buyer if any condition set forth in
ARTICLE 8 is not satisfied at the Qutside Date, or it becomes apparent to the
Seller (acting reasonably) that any such condition cannot be satisfied at the
Outside Date and the Seller does not waive such condition;

(c) by written notice from the Buyer to the Scller if any condition set forth in
ARTICLE 7 is not satisfied at the Qutside Date, or it becomes apparent to the
Buyer (acting reasonably) that any such condition cannot be satisfied at the
Qutside Date and the Buyer does not waive such condition; or

.68



Feb 02 11 039:00p

14.2.

(d)

fronteer develop 604-632-4678

59

by written notice by the Buyer and Paladin or the Seller and Fronteer if, for any
reason other than default hereunder of the Party seeking such termination, the
Closing has not occurred on or prior to the Outside Date, except as such date may
be extended by the mutual agreement of the Parties or pursuant to the terms of
this Agreement.

Termination Procedure

In the event of the termination of this Agreement pursuant to Section 14.1, written notice
of termination shall forthwith be given by the Party so terminating to the other Party, and
this Agreement shall terminate without further action by any Party. If this Agreement is
terminated pursuant to Section 14.1:

(a)
(b)

(c)

(d)

all Information received by any Party shall be treated as confidential;

gach Party shall promptly and, in any event, within fifteen (15) Business Days of
receipt of a written request from the other Party, deliver to the other Party or, if so
requested by the other Party, destroy, all tangible Information, and erase all
Tnformation in electronic form furnished by the other Party, its affiliates, and their
respective Representatives to the Farty and its Represemtatives or its
Representatives, without retaining copies thereof; provided that the Party and its
Representatives shall not be required to destroy or erase electronic copies of any
such Information that ate created by the regular automatic archiving and back-up
procedures of the Party or its Representatives, which electronic copies may be
retained for the period the Party and its Representatives normally archives back-
up computer records, provided that such back-up of such Information may not be
restored afier return has been requested by the other Party, In sach event, within
the same time period, the Party shall destroy or erase, as the case may be, all other
documents or records constituting or containing Information created by or for the
Party or its Representatives, unless prepared exclusively from publicly available
information. Upon request, the Party shall deliver to the other Party a ceriificate
signed by an officer certifying in writing its compliance with this clause.
Notwithstanding the foregoing, a Party may retain such Information as is
necessary to comply with Applicable Laws or bona fide document retention
policies provided that such materials so retained shall be used for no other
purpose and shall remain subject to the confidentiality obligations of this
Agreement and the Confidentiality Agreement;

all filings, applications and other submissions made pursuant to this Agreemént
shall, to the extent practicable, be withdrawn from the Governmental Authority or
other Person fo which made; and

the obligations provided for in this Section 14.2 and Section 14.3 ghall survive
any such termination.
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Effect of Termination

{a)  If this Agreement is terminated pursuant to Sections 14.1¢(b) or 14.1(c) by the
Party entifled to the benmefit of the conditions referred to in said Sections
(the “Terminating Party”), and unless otherwise provided in this Agreement:

(i) the Terminating Party shall be released from all obligations hereunder if,
and to the extent that, the condition or conditions which have not been
satisfied were reasonably capable of being performed or caused to be
performed by the other Party (the “Obligated Party”) and have not been
satisfied by reason of a default by the Obligated Party; and

(i)  the Obligated Party shall be released from the obligations hereunder if,
and to the extent that, the condition or conditions which have not been
satisfied and for which the Terminating Party has terminated this
Agreement were reasonably capable of being performed or caused to be
performed by the Terminating Party or have not been satisfied by reason
of a default by the Terminating Party hercunder.

(b)  If this Agreement is terminated pursuant to any other subsection of Section 14.1
or in circumstances where there is no default by either Party, there shall be no
liability or obligation hereunder on the part of any Party, except for liability
arising from a breach of this Agreement, in which case each Party will retain all
remedics against the other Party or Parties, as applicable, and except as otherwise
provided herein to the contrary.

ARTICLE 15,
INDEMNIFICATION

Definitions
As used in this Article 15;

“Claim” means any act, demand, Legal Proceeding, assessment or judgment, or
settlement or compromise relating thereto, or any other state of facts which may give risc
to a right to indemmification under Sections 15.2 or 15.3;

“Claim Notice” means & written notice of a Claim specifying in reasonable detail the
specific basis of the Claim, the specific nature of the Losses and the estimated amount of
such Losses,

“Direct Claim” means any Claim by an Indemnified Party against an Indemnifier which
does not result from a Third Party Claim;

“Indemnifier” means any Party obligated to provide indemnification under this
Agreement;

“Indemnified Party” means any Person entitled to indemnification under this
Agreement;
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“Indemnity Payment” means any amount of Loss required 1o be paid pursuant to
Sections 15.2 or 15.3;

“Loss” means any and all actual loss, liability, damage, cost, expense, charge, fine,
penalty or assessment, resulting from or arising out of any Claim, including the costs and
expenses of any action, suit, proceeding, demand, assessment, judgement, settlement or
compromise relating thereto and all interest, fines and penalties and reasonable legal fees
and expenses incwrred in connection therewith, but excluding any indirect, consequential,
special, punitive or exemplary damages including loss of profit or revenue, any multiple
of reduced cash flow, interference with operations, or loss of lenders, investors or buyers;
and

“Third Party Claim” mecans any Claim asserted against an Indemnified Party that is paid
or payable to, or claimed by, any Person who is not a Party or an affiliate of a Party.

Indemnification by Seller and Fronteer

Subject to the limits set forth in Section 15.8 hereof, the Seller and Fronteer shall jointly
and severally indemnify, defend and save harmless the Buyer and Paladin and their
respective directors, officers and employees from and against any and all Loss suffered or
incurred by them, as a result of, or arising in connection with:

(a)  any Retained Liability; or

(b) @ representation or warranty of the Seller or Fronteer qualified by materiality
under this Agreement being untrue or incorrect in any respect, or if not so
qualified, being untrue or incorrect in any material respect; or

(¢}  any breach or default by the Seller or Frenteer of any covenant or obligation
under this Agreement or any Closing Document (if qualified by materiality, in
any respect, and for all other covenants or obligations, in any material respect),

and provided that a Claim Notice is properly given by the Buyer or Paladin to the Selier
or Fronteer within the survival period set forth in Section 6.1, subject to Section 15.6.

Indemnification by the Buver and Paladin

Subject to the limits set forth in Section 15.8 hereof, the Buyer and Paladin shall jointly
and severally indemnify, defend and save harmless the Seller and Fronteer and their
respective directors, officers and employees from and against any and all Loss suffered or
incurred by them, as a result of, or arising in connection with;

(a) a representation or warranty of the Buyer or Paladin qualified by materiality under
this Agreement being untrue or incorrect in any respect, or if not so qualified,
being untrue or incorrect in any material respect; or

(b)  any breach or default by the Buyer or Paladin of any covenant or obligation under
this Agreement or any Closing Document (if qualified by materiality, in any
respect, and for all other covenants or obligations, in any material respect),
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and provided that a Claim Notice is properly given by the Seller or Fronteer to the Buyer
or Paladin within the survival period set forth in Section 6.1, subject to Section 15.6;

Agency for Representatives

Each of the Buyer, Paladin, the Seller and Fronteer agrees that it accepts each indemnity
in favour of its Representatives as agent and trustee of each such Representative. Each
Party agrees that an Indemnified Party may enforce an indemnity in favour of any of that
Party’s Representatives on behalf of each such Representative,

Indemnification Procedure

Procedures for Third Party Claims are as follows:

(a)

(b)

(c)

Promptly after receipt by an Indemnified Party of notice of a Third Party Claim,
such Indemnified Party shall provide a Claim Notice to the Indemnifier within
five (5) days after the Indemnified Party’s receipt of notice of the Third Party
Claim.

The Indemnifier shall have the right, upon written notice delivered to the
Indemnified Party within thirty (30) days after receipt of the Claim Notice, to
assume the defence of such Third Party Claim, including the employment of
counsel reasonably satisfactory to the Indemnified Party and the payment of the
reasonable fees and disbursements of such counsel. The Indemnified Party shall
co-operate in good faith in the defence of each Third Party Claim, even if the
defence has been assumed by the Indemnifier, and shall provide the Indemnifier,
at the Indemmifier’s expense, with copies of all documents and information
pertaining to the Third Party Claim and, to the extent commercially reasonable,
take all actions necessary to preserve the Indemnifier’s rights to object to or
defend against the Third Party Claim, consult and co-operate with the Indemnifier
m determining whether the Third Party Claim and any Legal Proceeding resulting
therefrom should be resisted, compromised or settled and co-operate and assist in
any negotiations to compromise or settle or in any defence of a Third Party Claim
undertaken by the Indemnifier.

Where the named parties to any suit or proceeding include the Indemnified Party
as well as the Indemnifier and the Indemnified Party shall have received a written
opinion from counsel acceptable to the Indemmifier, acting reasonably, that
representation of the Indemnified Party by counsel for the Indemnifier would be
inappropriate due to the actual or potential differing intercsts between them or
there may be one or more legal defences available to the Indemnified Party which
are different from or in addition to those available to the Indemnifier and which
cannot reasonably be maintained by one law firm that represents both the
Indemnified Party and the Indemnifier, and the Indemmified Party notifies the
Indemnifier in writing that it elects to retain separate counscl, the Indemnifier
shall not have the right to assume the defence of such Third Party Claim on behalf
of the Indemnified Party but shall be liable to pay the reasonable fees and
expenses of counsel for the Indemnified Party.
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{(d)  If the Indemnifier declines or fails to assume the defence of the Third Party Claim
on the terms provided above within such thirty (30) day period, the Indemnified
Party may, at its option, employ counscl to represent or defend it in any such
Third Party Claim and, if such Third Party Claim is a matter with respect to which
the Indemnified Party 15 entitled to receive payment from the Indemnifier for the
Loss in question, the Indemnifier will pay the reasonable fees and disbursements
of such counsel as incurred; provided, however, that the Indemnifier will not be
required 1o pay the fees and disbursements of more than one (1) counsel for all
Indemnified Parties in any jurisdiction in respect of any single Third Party Claim.

(¢}  In any Third Party Claim with respect to which indemnification is being sought
hereunder, the Indemnified Party or the Indemnifier, whichever is not assuming
the defence of such action, shall have the right to participate in such matter and to
retain its own counse} at such Party’s own expense. The Indemnifier and the
Indemnified Party, as the case may be, shall at all times use all reasonable efforts
to keep each other reasonably apprised of the status of any matter the defence of
which they are maintaining and to co-operate in good faith with each other with
respect to the defence of any such matter.

hi) No Indemnifier and no Indemnified Party who assumes the defence of a Third
Party Claim shall make any admission of liability on behalf of or on the part of
any other Indemnifier or Indemnified Party without the prior express written
consent of such other Indemnifier or Indemnified Party.

(g)  The Indemnifier shall not be liable for any compromise or settlement of any
action or proceeding effected without its written consent, which consent shall not
unreasonably withheld or delayed.

(h)  Without the prior written consent of the Indemnified Party, the Indemnifier shall
not enter into any compromise or settlement of any Third Party Claim which
would lead to liability or create any financial or other material obligation on the
part of the Indemnified Party.

Failure to Give Timely Notice of Third Party Claim

The failure to provide a Claim Notice of a Third Party Claim to the Indemnifier within
the time period prescribed by Section 15.5(a) shall relieve the Indemnifier from liability
under this Agreement with respect to such Third Party Claim only if, and only to the
extent that, such failure to provide a timely Claim Notice to the Indemnifier results in (a)
the forfeiture by the Indemnifier of rights and defences otherwise available to the
Indemmifier with respect to such Third Party Claim, (b) material prejudice to the
Indemnifier with respect to such Third Party Claim, or (¢} the loss of any right by the
Indemmifier to recover any payment under its applicable insurance coverage.

Procedures for Direct Claims

Any Direct Claim shall be asserted by giving the Indemnifier reasonably prompt written
notice thereof, but in any event not later than sixty (60) days after the Indemnified Party
becomes aware of the facts and circumstances that would give rise to such Direct Claim.
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The Indemnifier shall then have a period of thirty (30) days within which to respond in
writing to such Direct Claim. If the Indemnifier does not so respond within such thirty
(30)-day period, the Indemnifier shall be deemed to have rejected such Claim, and in
such event the Indemnified Party shall be free to pursue such remedies as may be
available o the Indemmified Party.

Liability Limits
(&)  General Liability Limits

Notwithstanding anything to the contrary set forth in this Agreement, the Indemnificr’s
obligation to indemnify, defend and hold an Indemnified Party harmless shall be limited
as follows:

(i) for the purposes of computing the aggregate amount of Losses incurred by
the Indemnified Party, the amount of the Losses in respect of a Claim shall
be deemed to be an amount equal to, and any Indemnity Payments by the
Indemnifier shall be limited to, the amount of Losses that remaimn after
deducting therefrom (A) any third party insurance and any indemnity,
contributions or other similar payment payable by any third party with
respect thereto, and (B} any net tax benefit recognized (by reason of a tax
deduction, basis adjustment, shifting of income, credit and/or deductions
or otherwise) by the Indemnified Party or any affiliate thereof with respect
to the Losses or items giving rise to such claim for indemnification;

(ii)  the amount of an Indemnity Payment shall be reduced to the extent
appropriate to reflect the relative contribution to such Loss, if any, caused
by actions taken by the Indemnified Party or any affiliate thereof;, and

(i) in any case where an Indemnified Party recovers from third Persons any
amount in respect of a matter with respect to which the Indemnifier has
indemnified it pursuant to this Agreement, such Indemnified Party shall
promptly pay to the Indemmificr the amount so recovered except to the
extent that such amount has already been deducted in calculating the
Indemnity Payment pursuant to Section 15.8(a) (after deducting therefrom
the full amount of the expenses incurred by the Indemmified Party in
procuring such recovery), but not in excess of the sum of (A) any amount
previously so paid by the Indemmifier to or on behalf of the Indemnified
Party in respect of such matter, and (B) any amount expended by the
Indemnifier in pursuing or defending any claim arising out of such matter.

(b)  Selier’s Liability Limits

Notwithstanding anything to the contrary set forth in this Agreement, the Seller's and
Fronteer’s obligations to indemnify, defend and hold harmiess the Buyer, Paladin and
their respective officers, directors and employees (the “Buyer Indemnified Parties™)
shall be limited as follows:
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no claims for indemnification with respect to a breach of a representation
or warranty made or given by the Seller or Fronteer in this Agreement
may be made and no Indemnity Payment shall be payable unless and until,
after taking into account the limitations imposed by Section 15.8(a), the
Buyer Indemnified Parties shall have suffered or incurred indemnifiable
Losses in excess of an aggregate of $1,000,000, at which point the Buyer
Indemmified Parties shall be entitled to recover all such Losses; provided
that in no event shall the aggregate Losses required to be paid to the Buyer
Indemnified Parties exceed $260,870,000; and

if any Applicable Laws would give the Buyer Indemnified Parties, or any
of them, the right, notwithstanding the express terms of this Agreement to
the contrary, to make a Claim in respect of a breach of a representation or
warranty made or given by the Seller or Fronteer in this Agreement after
the expiry of the survival period set forth in Section 6.1 with respect to
such representation and warranty, the Parties agree thal the aggregate Loss
suffered or incurred by all the Buyer Indemnified Parties as a result of, or
arising in connection with, any such Claim shall be deemed to be limited
to $1.00.

{c) Buyer’s Liability Limits

Notwithstanding anything to the contrary set forth in this Agreement, the Buyer’s and
Paladin’s obligations to indemnify, defend and hold harmless the Selier, Fronteer and
their respective officers, directors and employees (the “Seller Indemnified Parties™)
shall be limited as follows:

(i)

(i)

no claims for indemnification with respect to a breach of a representation
or warranty made or given by the Buyer or Paladin in this Agreement may
be made and no Indemnity Payment shall be payable unless and until, after
taking into account the limitations imposed by Section 15.8(a), the Seller
Indemnified Parties shall have suffered or incurred indemnifiable Losses
in excess of an agpregate of $1,000,000, at which point the Seller
Indernnified Parties shall be entitled to recover all such Losses, provided
that in no event shall the aggregate Losses required to be paid to the Seller
Indemnified Parties exceed $260,870,000; and

if any Applicable Laws would give the Seller Indemnified Parties, or any
of them, the right, notwithstanding the express terms of this Agreement to
the contrary, to make a Claim in respect of a breach of a representation or
warranty made or given by the Buyer or Paladin in this Agreement after
the expiry of the survival period set forth in Section 6.1 with respect to
such representation and warranty, the Parties agree that the aggregate Loss
suffered or incurred by all the Seller Indemnified Parties as a result of, or
arising in connection with, any such Claim shall be deemed to be limited
to $1.00.
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(d)  Reasonable Steps to Mitigate

The Indemnified Party will take all reasonable steps to mitigate all Losses, including
availing itself of any defences, limitations, rights of contribution, claims against third
Persons and other rights at law or equity, and will provide such evidence and
documentation of the nature and extent of the Loss as may be reasonably requested by the
Indemnifier. The Indemnified Party’s reasonable steps include the reasonable
expenditure of money te mitigate or otherwise reduce or eliminate any Loss for which
indemnification would otherwise be due under this Article 15, and the Indemnifier will
reimburse the Indemnified Party for the Indemnified Party’s reasonable expenditures in
undertaking the mitigation of such Losses.

Exclusivity

The provisions of this Article 15 shall apply to any Claim for breach of any covenant,
representation, warranty or other provision of this Agreement or any agreement,
certificate or other document delivered pursuant to this Agreement (other than a claim for
specific performance or injunctive relief) with the intent that all such Claims shall be
subject to the limitations and other provisions contained in this Article 15.

ARTICLE 16.
GENERAL

Expenses

Except as otherwise provided herein, each Party shall pay all expenses it incurs in
authorizing, preparing, negotiating, executing and performing this Agreement and the
transactions contemplated hereunder, whether or not the Closing occurs, including all
fees and expenses of its legal counsel, bankers, investment bankers, brokers, accountants
or other Representatives.

Notices

(a)  Method of Delivery. Any notice, demand or other communication (in this
Section, a “notice”) required or permitied to be given or made hereunder shall be
in writing and shall be sufficiently given or made if delivered in person (including
by courier) and left with a receptionist or other responsible employee of the
relevant party at the applicable address set forth below or sent by fax transmission
which produces a paper record to:

(1) in the case of a notice to the Seller or Fronteer, addressed to it at:

1055 West Hastings Street
Suite 1650
Vancouver, BC VoE 2E9

Aftention; Mark O’Dea, President and Chief Executive Officer

Fax No.: +1-604-032-4678
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with a copy, which shall not constitute notice, to:

Davies Ward Phillips & Vineberg LLP
44th Floor

1 First Canadian Place

Toronto, ON M5X 1B1

Attention: Kevin Thomson
Fax No.: +1-416-863-0871
(i)  in the case of a notice to the Buyer or Paladin, addressed to it at:

Level 4, 502 Hay Street
Subiaco, Western Australia 6008

Attention: Gillian Swaby, Company Sécretaxy
Fax No.: +61-8-9381-4978
with a copy, which shall not constitute notice, to:

Lawson Lundell LLP
1600-925 West Georgia Street
Vancouver, British Columbia
veC 3L2

Attention; Gordon R. Chambers
Fax No.: +1-604-641-2815

(b) Deemed Delivery. Each notice sent in accordance with this Section shall be
deemed to have been received:

(i) in the case of personal delivery, if delivered before 5:00 p.m., on the day it
was delivered, if that day was a Business Day in the place of delivery,
otherwise, on the first day thereafier which is a Business Day at the place
of delivery; or

(iiy  in the case of fax transmission, on the same day that it was sent if the
machine from which it was sent receives the answer back code of the party
to whom it was sent before 5:00 p.m. (recipient’s time) on such day, if
such day was a Business Day in the place of receipt, otherwise on the first
day thereafter which is a Business Day at the place of receipt.

(c)  Any Party may change its address for notice by giving notice to the other Parties.
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Public Announcements

Prior to the Closing Date, none of the Parties shall make any public announcement or
statement with respect to this Agresment or the transactions contemplated hereby except
as required by Applicable Laws or as agreed between the Parties. Where, in the opinion
of counsel, disclosure is required by Applicable Laws, the disclosing Party shall, if
practicable: (a) notify the other Parties prior to making any public announcement,
statement or disclosure with respect to this Agreement and the transactions contemplated
hereby, and (b) provide the other Party with a reasonable period of time to review and
comment on any such announcement, statement or disclosure prior to the release or
making thereof {(provided, however, that the final determination as to the contents of any
public announcement, statement or disclosure shall be made in the sole discretion of the
disclosing Party, acting reasonably).

Amendment

This Agreement may be amended, modified or supplemented only by the written
agreement of all Parties.

Waiver of Rights

Any waiver of, or consent to depart from, the requirements of any provision of this
Agreement shall be effective only if such waiver is in writing and signed by the Party
giving such waiver, and only in the specific instance and for the specific purpose for
which it has been given. No failure on the part of any Party to exercise, and no delay in
exercising, any right under this Agreement shall operate as a waiver of such right. No
single or partial exercise of any snch right shall preclude any other or further exercise of
such right or the exercise of any other right.

Assignment

No Party may assign any rights or benefits under this Agreement to any Person without
the prior written consent of the other Party. This Agreement shall enure to the benefit of
and be binding upon the Parties and their respective successors (including any successor
by reason of amalgamation, wind-up or statutory arrangement of any Party) and
permitted assigns.

Tender

Except as expressly provided in this Agreement, any tender of documents or money
hereunder may be made upon the relevant Party or ifs counsel and money shall be
tendered by wire transfer of immediately available funds to such bank account as shall be
designated 1n writing by the recipient at least three (3) Business Days prior to the
payment date, or to the trust account of the recipient Party’s solicitor if the recipient has
not designated an account by that time.
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Third Party Beneficiaries

Nothing in this Agreement or in any Closing Document is intended expressly or by
implication to, or shall, confer wpon any Person other than the Parties and their
Representatives, any rights or remedics of any kind.

Further Assurances

Each Party shall do such acts and shall execute such further documents, conveyances,
deeds, assignments, transfers and the like, and will cause the doing of such acts and will
cause the execution of such further documents as are within its power as any other Party
may in writing at any time and from time to time reasonably request be done and or
executed, in order to give full effect to the provisions of this Agreement and each Closing
Document.

Counterparts

This Agreement may be executed in several counterparts, each of which so executed shall
be deemed to be an original and such counterparts together shall constitute one and the
same agreement and notwithstanding their date of execution shall be deemed to be
executed on the date firgt written above. The delivery of an executed counterpart copy of
this Agreement by facsimile or other electronic means shall be deemed to be the
equivalent of the delivery of an original executed copy thereof.

.79



Feb 02 11 039:05p

fronteer develop

604-632-4678 p-80

IN WITNESS WHEREOF this Assct Purchase Agreement has been executed by the parties

hereto.

FRONTEER GOLD ING.

Per:

J‘.ﬁf\\_

RGY RESOURCES INC,

Sean Tetzlaft, W
Chief Financial Officer, Piésident

Finance and Corporate Secretary

PALADIN ENERGY LTD.

Per:

John Borshoff,
Managing Direclor

Sean Tetzlaff,
Director

N7/
0

0897974 B.C. LTD.

Per:

John Borshof,
Chief Executive Officer
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IN WITNESS WHEREOQF this Asset Purchase Agreement has been executed by the parties

hereto,

FRONTEER GOLD INC, AURORA ENERGY RESOURCES INC.
Per: Per:

Sean Tetzlaf?, Sean Tetzlaff,

Chief Financial Officer, Vice President Director

Finance and Corporate Secretary

PALADIN ENERGY LTD. 0857974 8.C, LTD,

T Gy

L 8ty

Jobn Borshoff, 'h
Managing Director

John Borshoff, \\
Chief Executive Ofﬁcer
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DISCLOSURE SCHEDULES

Any matter disclosed on any of the following Schedules other than Schedule 1.1(d) shall be
deemed to be disclosed on each other Schedule included herein relating to such matters, to the

extent that the disclosure is reasonably apparent from its face to be applicable to such other
Schedule.

The purpose of these Schedules is to set out disclosures, gualifications, exceptions and
exclusions in relation to the representations and warranties of the Parties made in the relevant
sections of the Agreement. Nothing in the attached Schedules constitutes an additional
representation or warranty of any of the Parties. The representations and warranties of each of
the Parties in the Agreement are given and made subject to the disclosures made by such Party
and contained herein.

Capitalized terms used but not defined in the Schedules shall have the respective meanings
assigned to them in the Agreement.
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SCHEDULE 1.i(d) - ANCILLARY RIGHTS AGREEMENT

Please see attached.
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SCHEDULE 1.1(d) - ANCILLARY RIGHTS AGREEMENT

FRONTEER GOLD INC.

AURORA ENERGY RESOURCES INC.

PALADIN ENERGY LTD.

ANCILLARY RIGHTS AGREEMENT

®, 2011

ALNE

Vanouver Celpary Yeliowdaiie
s il LLP itk d Vakiy Marvardiy
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ANCILLARY RIGHTS AGREEMENT

THIS ANCILLARY RIGHTS AGREEMENT is dated ®, 2011,

BETWEEN:
FRONTEER GOLD INC., a cotporation existing
under the laws of Ontario
(“Fronteer™)

AND:
AURORA ENERGY RESOURCES INC., a
corporation existing under the laws of Newfoundiand
and Labrador
(“Aurora™)

AND:
PALADIN ENERGY LTD, (ABN 47 061 681 098), a
corporation existing under the laws of Australia
(“Paladin™)

WHEREAS:

A, Pursuant to an asset purchase agreement dated December 17, 2010 (the “Asset Purchase

Agreement”) between Fronteer, Aurora, Paladin and 0897974 B.C. Ltd. {the “Buyer™),
the Buyer agreed to purchase the assets related to the business of Aurora, in consideration
for the issnance to Aurora of 52,097,937 ordinary shares in the capital of Paladin.

B, Aurora is a wholly owned subsidiary of Fronteer.

C. It was a condition of the Asset Purchase Agreement that the parties enter into this
Agreement to set out the respective rights and obligations of Fronteer, Aurora and
Paladin with respect to the resale by Aurora of ordinary shares in the capital of Paladin
held by them and certain standstill obligations.

AGREEMENT:

In consideration of the premises and the covenants and agreements between Fronteer, Aurora and
Paladin contained in this Agreement and other good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, Fronteer, Aurora and Paladin agree as follows:
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ARTICLE 1.
INTERPRETATION
1.1.  Definitions
In this Agreement, the following terms have the following meanings:
“Affiliate” has the meaning specified in the Securities Act (British Columbia);

“Agreement” means this ancillary tights agreement, as the same may be supplemented,
amended, restated or replaced from time to time in accordance with its terms:

“Asset Purchase Agreement” has the meaning specified in the Preamble to this Agreement;
“Block™ means more than 2,000,000 Shares;

“Business Day” means any day other than a Saturday or Sunday upon which banks are open for
normal business in the relevant jurisdiction.

“Designated Brokers” has the meaning specified in Section 2.1(a) of this Agreement;

“Disposition” means any direct or indirect sale, transfer, assignment or other disposition,
including a disposition by operation of law, whether in a single transaction or a series of related
transactions, and “Dispose” has a corresponding meaning;

“Non-Designated Broker” means an investment dealer that is not a Designated Broker;

“Person” means a natural person, partnership, corporation, joint stock company, trust,
unincorporated association, joint venture or other entity, and pronouns have a similarly extended
meaning; and

“Shares” means ordinary shares in the capital of Paladin.
1.2.  Interpretation

The division of this Agreement into articles and sections and the insertion of headings arc for
convenience of reference only and shall not affect the interpretation of this Agreement. Unless
otherwise indicated, any reference in this Agreement to an article or section refers to the
specified article or section. Wherever the term “including” is used, it shall be deemed to mean
“including without limitation,” and whenever the phrase “which shall include” is used, it shall
mean “which shall include, without limitation.”

1.3, Number and Gender

In this Agreement, words importing number or gender shall be read with all changes required by
the context.
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1.4, Eatire Aprecment

This Agreement constitutes the entire agreement between the parties to this Agreement with
Tespect to the subject matter hereof and supersedes all prior agreements, understandings,
negotiations and discussions, whether written or oral. There are no conditions, covenants,
agreements, representations, warranties or other provisions, express or implied, collateral,
statutory or otherwise, relating to the subject matter hereof except as provided in this Agreement.

LS. Severability

If any provision of this Agrcement is determined by a court of competent Jurisdiction to be
invalid, illegal or unenforceable in any respect, such determination shall not impair or affect the
validity, legality or enforceability of the remaining provisions hereof, and each provision is
hereby declared to be separate, severable and distinct, unless to do so would cause this
Agreement to fail in its essential purpose.

ARTICLE 2,
DISTRIBUTION OBLIGATIONS

2.1.  Paladin’s Obligations
During the term of this Agreement, Paladin will:

(a)  from time to time designate at least two investment dealers of international standing and
with global placement capability which are acceptable to Fronteer and Aurora, acting
reasonably (the “Designated Brokers”);

(b)  wpom:
(1) written request from Fronteer or Aurora, acting reasonably; or
(if)  its own motion,

replace onc or more Designated Brokers with alternative investment dealers of
international standing and global placement capability which are acceptable to Fronteer
and Aurora, acting reasonably, following which designation such replacement investment
dealers shall become Designated Brokers for all purposes under this Agreement; and

(¢)  keep the Designated Brokers generally apprised of developments at Paladin, including, in
particular, the composition of its share register and the location and extent of perceived
demand for the Shares from time to time, so as to enable the Designated Brokers to
efficiently place Shares.

2.2.  Obligations Regarding Dispositions

During the term of this Agreement, subject to Section 2.5, Aurora will not, and Fronteer shall
ensure that Aurora does not, without the prior express written consent of Paladin, Dispose of any
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Shares in any single transaction or series of related transactions except in accordance with the
following procedures:

()

(b)

(©)

2.3,

If Aurora wishes to make a Disposition of a Block, it shall give prior written notice to
Paladin and use at least one of the Designated Brokers to place the Shares in connection
with the Disposition, it being the intention that such Disposition be made to a wide
distribution of buyers or to institutions acceptable to Paladin, acting reasonably.

If Aurora receives an unsolicited proposal from a Non-Designated Broker to undertake a
Disposition of a Block, it shall give Paladin at least two Business Days notice (in Perth,
Australia) of the material terms of such proposed Disposition, itcluding the number of
Shares that are proposed to be Disposed of, the per share price of the proposed
Disposition, and any other terms or information known to Aurora with respect to such
proposed Disposition as Paladin may request, acting reasonably; and

In the case of a proposed Disposition under Section 2.2(b), during the two Business Day
period referred to therein Paladin shall be entitled to match or better the per share price
offered by the Non-Designated Broker and:

@ if, by the expiry of the said two Business Day period, Paladin notifies Aurora that
it can arrange buyers for the Shares that are the subject of the Disposition at a
price that is at least as good as that offered by the Non-Designated Broker, and
who are located in such jurisdictions as permit Aurora to legally sell such shares
to such buyers without the need for any regulatory approvals or consenis, then
Aurora shall complete the Disposition to the buyers arranged by Paladin
forthwith;

(i) if:
A. by the expiry of the said two Business Day period, Paladin:
1. does not give notice to Aurora under Section 2.2{c)(), or

IL notifies Aurora that it will not match or better the price offered by
the Non-Designated Broker, or

B. the Disposition is not completed within four Business Days (in the
Jurisdiction where the buyer arranged for by Paladin is located) of the
expiry of the said two Business Day period;

then Aurora shall be entitled to complete the Disposition at the price offered by
the Non-Designated Broker within 10 Business Days of the last of the events to
occur in Sections 2.2(c)(ii)A and 2.2(c)(ii)B.

Restrictions on Dispositions

Without the prior express written consent of Paladin;
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-5.

In no circumstances will Aurora knowingly undertake a Disposition:

(M)

(ii)

(iii)

of more than 1% of the Shares to any Person or group of Persons acting jointly or
in concert, other than one or more Designated Brokers or Non-Designated
Brokers; or

of any Shares to any Person who would, following completion of such
Disposition, own or have direction or control over greater than 9.9% of the Shares
(on an undiluted basis); or

of any Shares using a Non-Designated Broker unless it is to as wide a distribution
of institutional investors as is reasonable in the circumstances.

Aurora shall not complete a proposed Disposition with a Designated Broker or Non-
Designated Broker under Section 2.2(a) or Section 2.2(b) without first obtaining an
undertaking in favour of Paladin from such Designated Broker or Non-Designated
Broker, as the case may be, that it will not arrange the Disposition:

(i) of more than 1% of the Shares to any Person or group of Persons acting jointly or
in concert; or

(i}  of any Shares to any Person who would, following completion of such
Disposition, own or have direction or control over greater than 9.9% of the Shares
(on an undiluted basis).

Broker Costs

For the avoidance of doubt, Aurora shall be responsible for all costs and expenses of a
Designated Broker or a Non-Designated Broker in connection with a Disposition, including

commissions.

2.5,

Permitted Dispositions

Notwithstanding any other provision hereof:

(0

@
@)

Aurora may Dispose of Shares where:

(a)

(b)

the aggregate number of shares Disposed of in any three-month period is less than
a Block; and

the Disposition is not knowingly made to a strategic buyer.

Aurora may Dispose of Shares to Fronteer at any time.

Avrora (and if Aurora Disposes of Shares to Frouteer, Fronteer) may:

(2)

at any time tender or deliver its Shares to an arms length bona fide third party in
connection with a proposed business combination or take-over bid for all of the
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Shares initiated by such third party and that has not been sought, encouraged,
supported, participated in or agreed to contrary to Section 3.1; and

{(b)  Dispose of its Shares to an Affiliate upon providing prior notice to Paladin and
provided that the Affiliate first enters into a written agreement with Paladin,
substantially in the form of this Agreement whereby it assumes all of Aurora’s
obligations under this Agreement. '

Aurora and Fronieer may, at any time after @ [insert the date that is four months and
one day after the date the Shares were issued to Aurora under the Asset Purchase
Agreement], Dispose of any number of Shares by way of a dividend in specie to
Fronteer’s shareholders.

ARTICLE 3.
STANDSTILL

Standstill

From the date of this Agreement until the second anniversary thereof, none of Fronteer, Aurpra
or any Affiliate of Fronteer or Aurora shall, directly or indirectly or jointly or in concert with any
other Person, without the prior express written consent of Paladin:

(@)

(b)

(c)

(d)

(€)

6}

in any manner acquire, offer, agree or propose to acquire (with or without conditions):
(i) any equity securities, or

(i)  securities convertible into equity securities,

of Paladin or its Affiliates;

make or in any way participate in any solicitation of proxies to vote, or seek to advise or
influence any person with respect to the voting of, any voting securities of Paladin;

make any proposal for, or offer of (with or without conditions), an extraordinary
transaction involving Paladin, any of the Affiliates of Paladin or its or their securities or
assets (including without limitation, any take-over bid, amalgamation, merger or other
business combination or recapitalization);

initiate any discussions, or enter into any agreement, commitment or understanding, with
any person related o a wansaction involving Paladin or its Affiliates, or any of the
matters listed in paragraphs (a} to (c), above, inclusive;

make any public announcement with respect to any of the matters listed in paragraphs (a)
to (d), above, inclusive, or any intention, plan or arrangement with respect to the same; or

assist, advisc or encourage any person in doing any of the matters listed in paragraphs (a)
to (e), above, inclusive, or take any action inconsistent with any of the covenants in this
Section 3.1.
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3.2.  Permitted Acquisition Proposal by Fronteer

In the event that either a take-over bid for Paladin or a business combination proposal involving
Paladin (that has not been sought, encouraged, supported, participated in or agreed to contrary to
Section 3.1) is publicly announced by a bona fide arm’s length third party, Fronteer shall not be
prohibited from making an acquisition proposal, directly or through an Affiliate, for all, or a
portion of, the Shares.

ARTICLE 4.
MISCELLANEOUS

4.1,  Covenant of Fronteer

In addition to observing and performing all of its express covenants and obligations under this
Agreement, Fronteer shall observe and perform, and shall cause Aurora and any other Affiliate
that becomes a party to this Agreement to observe and perform, all of the covenants and
obligations in this Agreement required to be performed by Aurora under this Agreement, and
shall co-operate with Paladin in connection therewith.

4.2.  Assignment

This Agreement and the rights and obligations hereunder will not be assignable, in whole or in
part without the prior written consent of the other parties hereto.

4.3. Term of Agreement

This Agreement terminates on the date on which Fronteer and its Affiliates cease to hold at least
2% of the Shares, calculated on an undiluted basis.

4.4. Notices

{a) Method of Delivery. Any notice, demand or other communication (in this Section 4.4, a
“notice”) required or permitted to be given or made hereunder shall be in writing and
shall be sufficiently given or made if delivered in person (including by courier) during
normal business hours on & day which is & Business Day at the place of delivery and left
with a receptionist or other responsible employee of the relevant party at the applicable
address sct forth below or sent by fax transmission which produces a paper record {o:
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m the case of a notice t0 Aurora or Fronteer, addressed to it at:

Suite 1650 ~ 1055 west Hastings Street
Yancouver, B.C. Canada
V6E 2E9

Attention; Mark O’Dea, President & Chief Executive Officer
Fax No.: +1 (604) 632-4678

with a copy, which shall not constitute notice, to:

Davies Ward Phillips & Vineberg

1 First Canadian Place Suite 4400 P.Q. Box 63
Toronto, ON M5X 1B1

Canada

Attention: Kevin Thomson
Fax No.: +1 (416) 863-0871

in the case of a notice to Paladin, addressed to it at:

Level 2, 402 Hay Street
Subiaco, Western Australia
6008

(PO Box 201, Subiaco, 6904)

Attention: Company Secretary
Fax No.: +61 (8) 9381-4978

with a copy, which shall not constitute notice, to;

Lawson Lundell LLP
1600-925 West Georgia Street
Vancouver, British Columbia
VoC 3L2

Attention; Gordon R. Chambers
Fax No.: +1 (604) 6412815

to have been received:

@

(ii)

in the case of personal delivery, if delivered before 5:00 p.m. on the day it was
delivered, if that day was a Business Day in the place of delivery, otherwise, on

the first day thereafter that is a Business Day at the place of delivery; or

in the case of fax transmission, on the same day that it was sent if the machine
from which it was sent receives the answer back code of the party to whom it was
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sent before 5:00 p.m. (recipient’s time) on such day, if such day was a Business
Day in the place of receipt, otherwise on the first day thereafter that is a Business
Day at the place of receipt.

{c) Change of Address. Any party to this Agreement may change its address for notice by
giving notice to the other parties to this Agreement in the matmer set out in this
Section 4.4.

4.5, Governing Law and Submission to Jurisdiction

This Agreement shall be construed, interpreted and enforced in accordance with, and the
respective rights and obligations of the parties hereto shall be governed by, the laws of British
Columbia and the laws of Canada applicable therein. Each party hereto irrevocably and
unconditionally submits to the exclusive jurisdiction of the courts of British Columbia and all
courts competent to hear appeals therefrom in respect of all disputes, controversies and claims
hereunder.

4.6, Enurement

This Agreement will be binding upon and will enure to the benefit of the parties 1o this
Agreement and their respective successors and permitted assigns,

4.7.  Amendment, Waivers and Remedies

(8)  No amendment or waiver of any provision of this Agreement shall be binding on either
party to this Agreement unless consented to in writing by such party.

(b)  No failure or delay to exercise, or other relaxation or indulgence granted in relation 10,
any power, right or remedy under this Agreement of either party hereto shall operate as a
waiver of it or impair or prejudice it nor shall any single or partial exercise or waiver of
any power, right or remedy preclude its further exercise or the exercise of any other
power, right or remedy.

(c)  All rights of each party contained in this Agreement are in addition to ail rights vested or
fo be vested in it pursuant to common law or statute,

4.8. Time is of the Essence

Except as otherwise specifically provided in this Agreement, time is of the essence of each and
every provision of this Agreement.

4.9. Counterparts.

This Agreement may be executed in any number of counterparts (including by facsimile
transmission) and by the parties to this Agreement in separate counterparts, each of which when
so executed will be deemed to be an original and all of which taken together will constitute one
and the same instrument.
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THIS AGREEMENT has been executed and delivered effective the date first above written.

FRONTEER GOLD INC.

Per:

[
AURORA ENERGY RESOURCES INC.
Per:

PALADIN ENERGY LTD.
{ABN 47 061 681 098)

Per:
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SCHEDULE 1.1(1) ~ AURORA LICENCES

Mineral Exploration Licences

| Exploration | © Nature Of Interest " | - 0rROTE | (oynerypp | Land Tnterest
- Eicemee R TR ! M Ao T
Exclusive Right to Explore | Encrgy 0 Provinciat
009415M for Minerals Resources 100% Crown Land
Ing,
Aurora
Exclusive Right to Explore | Energy 0 Provincial
010726M for Minerals Resources 100% Crown Land
Inc.
Aurora
Exclusive Right to Explore | Energy N Provincial
015222M for Minerals Resources 100% Crown Land
inc.
Aurora
Exclusive Right to Explore | Energy Provincial
015223M for Minerals Resources 100% Crown Land
Inc.
Aurora
Exclusive Right to Explore | Energy o Provincial
015237M for Minerals Resources 100% Crown Land
Inc.
Aurora
Exclusive Right to Explore | Energy o Provincial
015238M for Minerals Resources 100% Crown Land
Inc.
Aurora
Exclusive Right to Explore | Energy o Labrador Inuit
017177M for Minerals Resources 100% Land
Inc.
Auvrora
Exclusive Right to Explore | Energy 0 Provincial
017195M for Minerals Resources 100% Crown Land
Ine.
Aurora Labrador Inuit
017197 | Exclusive Right to Explore | Energy 100% | Land/Provincial
for Minerals Resources
Inc. Crown Land
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‘ EX[iloﬁéitlion L Na,tl‘lr"_e.()f:I._ti;te"‘__ st
Licence.. | . S L
Aurora )
. . Labrador Inuit
Exclusive Right to Explore | Energy 0 e
017198M for Minerals Resources 100% Land/Provincial
Inc. Crown Land
Aurora .
. . Labrador Inuit
Exclusive Right to Explore | Energy o o
017201M for Minerals Resonrces 100% Land/Provincial
Inc. Crown Land
Aurora ]
) ) Labrador Imuit
017206M Exclufslve Right to Explore | Energy 100% Land/Provingial
for Mimerals Resources
Inc. Crown Land
Aurora
Exclusive Right to Explore | Energy Provincial
017214M for Minerals Resources 100% Crown Land
Inc.
Aurora )
. . Labrador Inuit
017220 | EXclusive Right to Explore | Energy 100% | Land/Provincial
for Minerals Resources
Inc. Crown Land
Aurora R
. . Labrador Inuit
017221M Excluglve Right to Explore | Energy 100% Land/Provincial
for Manerals Resources
Ine. Crown Land
Aurora ]
. . Labrador Inuit
017286M | Exclusive Right to Explore | Energy 100% | Land/Provincial
for Minerals Resources
Inc Crown Land
Aurora ;
. . Labrador Inuit
017287M Exclufslve Right to Explore | Energy 100% Land/Provincial
for Minerals Resources
Inc Crown Land
Aurora )
. ) Labrador Inuit
017288M Excluglve Right to Explore | Energy 100% Land/Provincial
for Minerals Resources
Tnc, Crown Land
Aurora .
. . Labrador Inuit
Exclusive Right to Explore | Energy .
017289M for Minerals Resonrces 100% Land/Provineial
Crown Land

.97



Feb 02 11 089:10p

fronteer develop

604-632-4678

Exploration ' | Nature Of Interest - | - rPOrale. | o i nership ( —and:
o Licence” | o tiern oo | Title Holder | T 0 p Mes .
Aurora Labrador Tnuit
Exclusive Right to Explore | Ener abragor nut
017290M | > Minemlsg P Resoﬁ’c o 100% | Land/Provincial
Inc. Crown Land
Aurora Labrador Immnt
Exclusive Right to Explore | Energy or Tt
017291M for Minrals Resources 100% Land/Provincial
Y. Crown Land
Aurora Labrador Inuit
Exclusive Right to Explore | Energy or tmul
01 2 . inci
7292M for Minerals Resources 100% Land/Provincial
Ine. Crown Land
Aurora .
Exclusive Right to Explore | Ener Labrador Inui¢
017293M | ¥ Mmralsg P Resoguﬁces 100% | Land/Provincial
Inc. Crown Land
Aurora Labrador Inuit
Exclusive Right to Explore | Ener !
017204M | B alsg P Resoﬁces 100% | Land/Provincial
Inc. Crown Land
Aurora
Exclusive Right to Explore | Ener, Provincial
017295M . gy 0 rovincia
for Minerals Resources 100% Crown Land
Inc,
Aurora Labrador Inuit
Exclusive Right to Explore { Energy Auy
017296M for Minerals Resources 100% Land/Provincial
Ing. Crown Land
Aurora Labrador Inuit
Exclusive Right to Explore | E vl
or7297M [T B P Ry ces 100% | Land/Provincial
Inc. Crown Land
Aurora Labrador Inuit
Exclusive Right to Explore | Energy .
017298M for Minerals Resources 100% Land/Provingial
Inc. Crown Land
Aurora
Exclusive Right to Explore | Energy Labrador Inuit
017299M for Minerals Resources 100% Land
Inc.
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‘ Exploratmn{f_‘, 1 ';_,:'Nafur_g-Qf;'Iii rest: ip. | Land I“t@fﬁ; '
Licemee: | ... oo i K
Aurora
017300M Exclusive Right 1o Explore | Energy 100% Labrador Inuit
for Minerals Resources ? Land
Inc.
Aurora Labrador Inuit
Exclusive Right to Explore | Energy o o
017301M for Minerals ResoUrces 100% Land/Provincial
Ine. Crown Land
Aurora
017302M Exclufsive Right to Explore | Energy 100% Labrador Inuit
for Minerals Resources Land
Inc.
Aurora Labrador Inuit
017578M | Cxclusive Right to Explore | Energy 100% | Land/Provincial
for Minerals Resources
Inc. Crown Land
Licence to Occupy
‘Name and Description of ' 'Commencement Explry Date

Environment and
Conservation

o Approval | enip T . - Date:". z
Renewa] of Licence to Govermnment of July 24, 2010 July 24 201 l
Occupy 130636 for the Newfoundland and
purpose of Temporary Labrador
Work Camps Department of
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SCHEDULE 1.1(gg) - EQUIPMENT

Office Furniture and Equipment

1. IRC 2880 Photocopier, | DADF-L1, Cabinet P1, Finisher Z1 and Super G3 Fax Board
leased pursuant to Lease dated June 12, 2008 between the Seller and Irwin Commercial
Finance,

2. K700 Meter 500g Scale leased pursuant to Lease Agreement dated January 21, 2009
between the Seller and Pitney Bowes.

General and Admin

3. HP DesignJet 1050c color printer

4. Centrex telephone system

Jacques Lake Camp

5. 2008 Skandic SUV 600

6. Weatherhaven tents series 4A (2)
Michelin Camp

7. Trimble 5700 Rover GPS kit

8. Pipe freeze protection system 500'- 1" SIDR
Exploration — Other

9. Borehole Equipment

10.  Incinerator w/ fuel tank

11.  Camp & related equipment

12. 2007 Skandic SWT 550-F skidoo
13.  KT-9 Magnetic Susceptibility Meter
14.  CY 2020 Dual chamber incinerator
15.  Michelin Camp

16.  20KW Cummins generator

17. Matrix logging console and winch
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18.
19,
20.
21.
22
23,
24.
23.

26,

fronteer develop

Weatherhaven tents series 4A (2)
Weatherhaven tent 16 x 48

Weatherhaven tent 16 x 40

Weatherhaven tent 16 x 32

Tent set systems (13}

Weatherhaven tent 20 x 32

50,000L Double wall fuel storage tanks (5)
Forklift - 5000 pneumatic |

Gamma Ray Spectrometer

Environment and Engineering

27,

Meteorological Equipment

604-632-4678
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SCHEDULE 1.1(pp) - LAND USE PERMITS

Name and Description of “Issuibg Authority | . Commencement T Expiry Date
Land Use Permit No. Nunatsiavut Lands | June 1, 2009 May 31, 2014
LIL150011PE for the and Resources
purpose of Mineral
exploration
Amendment to Land Use | Nunatsiavut Lands | June 12, 2010 (note | May 31, 2014
Permit No. LIL150011PE | and Resources permit commenced
Mineral June 1, 2009)
ExplorationfEnviromnental
Baseline Activities,

Michelin Project Area,

Labrador

Land Use Permit No. Nunatsiavut August 1, 2010 July 31, 2015
LIL150020PE to permit Government,

Mineral Exploration — Lands Division

Laydown Area, Postville

Forest Access Road,

Labrador

Land Use Permit No. Nunatsiavut January 1, 2009 December 31, 2013
LIL.16002PR to permit Government,

construction, operation and | Lands and Natural

reclamation of a Resources

meteorological station.

See also the attached map entitled I and Use Permit Locations".
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SCHEDULE 1.1(qq) - LEASED PREMISES

& Jites 600, 603, 604 and 605
140 Water St,
St. Johm's, NL

Offer to lease and interim
agreement dated July 7,
2008 between the Seller
and Fortis Propertics

Qub-lease of Suite 605, 140
Water St., St. John's, NL
dated as of November 1,
2009 between Fortis
Properties, the Seller, as
sub-lessor, and Paragon
Minerals Corporation, as
sub-lessee

Adlavik 11
6(a) Seaview Crescent
Makkovik, NL

Lease agreement dated
October 1, 2008 and
renewed January 11, 2010,
between the Seller and
Adlavik Inn Ltd.

7 Flowers Portage Road,
Postville, Labrador, NI

Rental agreement dated
January 21, 2009 the Seller

and the Postville Inuit
Community Government
Certain Lands located at the Goose Bay Airport Sub-lease dated October 24,
Goose Bay, NL 2006 between the Seller

and Universal Helicopters
Newfoundland Limited
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SCHEDULE 1.1(r1) — LEASEHOLD IMPROVEMENTS

Contributed to architectural services to the TD Place building (140 Water St.) in St.
John's, Newfoundland in December 2008, March 2008, April 2009 and May 2010.

Plaster and paint Goose Bay Airport leasehold in January 2007.
Installed a carpet in Goose Bay Adrport Jeasehold in January 2007.
Installed a carpet runner i Goose Bay Adirport leasehold in April 2007.
Painted steps and floor of Goose Bay Airport jeasehold in May 2007
Installed 12x12 carpet in Goose Bay Airport leasehold in May 2007.
Installed a propane water heater in Postville leasehold in June 2007,
Instalied a garage door in Goose Bay Airport leasehold in October 2007.

General renovations to Goose Bay Airport leasehold in March 2009,
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SCHEDULE 1.1(ggge) - VEHICLES

1. 2002 Ford F250.

2. 2008 Pontiac Montana Sve D # 6194
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SCHEDULE 3.3(c)(i) - AURORA REAL PROPERTY
1. Schedule 1.1(qq) - Leased Premises is incorporated herein by reference.

2. Building located at 4 Flowers Portage Road, Postville, Labrador.
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SCHEDULF, 3.3(c)(ii) - ROYALTIES

Royalty agreement dated June 17, 2005 between Altius Resources Inc. and the Seler's
predecessor in name, Labrador Uranium Co. Ltd.
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SCHEDULE 3.5 — SELLER CONSENTS AND APPROVALS

1. If the transactions contemplated by this Agreement become subject to the pre-merger
notification provisions of Part IX of the Competition Act, then the conditions of Sections
711 and 8.9 must be satisfied. ‘

2. Consent of the Minister of Natural Resources pursuant to the Minerals Act, RSN.L.
1990, c. M-12 to assignment of the mineral exploration licences listed in Schedule 1.1(1} -
Aurora Licences other than the Licence to Occupy. '

3. Consent of the Minister of Environment and Conservation to assignment of the Licence
to Occupy described in Schedule 1.1(1) ~ Aurora Licences.
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14.
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SCHEDULE 3.7 - SELLER TAX MATTERS

Nil.
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SCHEDULE 3.12(a) - SOFTWARE LICENCES

General and Admin

10.
11.
12.
13.
14,
15.
16.
17.
18.

MS Office Access 2007 (4)

MS Office 2003 Open Volume Licence (10)
Arcview 9%

Data migration & related software

2008 Simply Accounting

Adobe Acrobat 8 Pro

LPB REP Exec Wins V3.1 SVR Comber 38P
WellCAD V 4.1

Adobe Creative Suite 3 Design

MS Office 2003 Open Volume Licence (10)
MS Office 2003 Open Volume Licence (10)
ArcPad (2)

AccPac Software

AutoCAD

MS Office 2003 Open Volume Licence (10)
SYMC Backup Exec Agent

Adobe Indesign Win V6.0 (2)

Windows 7 Professional Software

Jacques Lake Camp

19.

Geosoft target & target geochemistry

Exploration Other

20,
21.

LPB REP Exec Wins V3.1 SVR Comber 38F

Mapiafo Pro licenses (5)
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22,
23,
24
25,
26.
27.
28.
29.
30.
i1
32.
33.
34.
35,
36.
37.

38.

Discover v8 (3)

Discover software upgrades (11)
Discover software {6)
Dhscover v8.1

Discover 3D

1eapfrog mine data software
Mapinfo Pro v9.0 (2)
Discover v9.0

Encom Discover 9.0

Encom Discover 9.0 3D
Mapinfo Pro v9.0 (2)
Datashed/QAQCR

GIS software

GEMCOM Essential edition
Maplnfo Upgarade

Mapinfo upgrade v8.x to v9.5

Gems Advanced Exploration USB Edition

Environment and Engineering

39.

40.

Environmental records management

OrgPlus 8 Professional 500 (2)

604-632-4678
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SCHEDULE 3.13 - COMPUTER ASSETS
L. Backup file and server
2. Dell Equalogic Storage Array - 1/3 portion

3. IT Infrastructure — Multitrends (2)
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SCHEDULE 3.14(f) - PLANS
1. Fronteer Great West Life Policy: 248643 - health and dental
(a) Executives
(b)  All other employees

2. 2006 Aurora Stock Option Plan - terminated, but options continue to be outstanding
under the plan.
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SCHEDULE 3.14(g) - NON-SELLER EMPLOYEES

Nil.
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SCHEDULE 3.16 - INTELLECTUAL PROPERTY

Sales order number: 6385058 from gettyimages providing for the royalty free use of image #
dv1301004 "Polar Bear Walking in an Ice Landscape”.
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SCHEDULE 3.17 - RESTRICTIVE CONTRACTS
(i) Limiting conduct of the Aurora Business:
1. Schedule 1.1{pp) - Land Use Permits is incorporated herein by reference.

2. Renewal of Licence to Occupy number 130636 issued by the Government of
Newfoundland and Labrador Department of Environment and Conservation for the
purpose of Temporary Work Camps, commencing July 24, 2010 and expiring July 24,
2011,

(i) Restricting disposition of any property in whigh the Seller has an interest:

1. Schedule 3.5 - Seller Consents and Approvals is incorporated herein by reference.
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SCHEDULE 4.2 - BUYER CONSENTS AND APPROVALS

1. If the transactions contemplated by this Agreement become subject to the pre-merger
notification provisions of Part IX of the Competition Act, then the conditions of Sections
7.11 and 8.9 must be satisfied.

2. If Paladin or the Buyer has received a notice under subsection 25.2(1) of the Investment
Canada Act (Canada) ("ICA") or the Governor in Council has made an order under
subsection 25.3(1) of the ICA in relation to the transactions contemplated by the
Agreement, then Paladin or the Buyer, as appropriate, must obtain (i) a notice under
paragraph 25.2(4)(a) of the ICA indicating that a review of the transactions contemplated
by the Agreement on grounds of national security will not be made, (i} a notice under
paragraph 25.3(6)(b) of the ICA indicating that no further action will be taken in respect
of the transactions contemplated by the Agreement or (iii) a copy of an order under
paragraph 25.4(1)(b) authorizing the transactions contemplated by the Agreement,
provided that such order is on terms and conditions satisfactory to the Buyer acting
reasonably.
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SCHEDULE 5.4 - PALADIN CONSENTS AND APPROVALS

1. If the transactions contemplated by this Agreement become subject to the pre-merger
notification provisions of Part IX of the Competition Act, then the conditions of Sections
7.11 and 8.9 must be satisfied.

2. If Paladin or the Buyer has received a notice under subsection 25.2(1) of the ICA or the
Govemor in Council has made an order under subsection 25.3(1) of the ICA in relation to
the {ransactions contemplated by the Agreement, then Paladin or the Buyer, as
appropriate, must obtain (1) a notice under paragraph 25.2(4)(a) of the ICA indicating that
a review of the transactions contemplated by the Agrcement on grounds of national
seourity will not be made, (ii) a notice under paragraph 25.3(6)(b) of the ICA indicating
that no further action will be taken in respect of the transactions contemplated by the
Agreement or (ili) a copy of an order under paragraph 25.4(1)(b) authorizing the
transactions contemplated by the Agreement, provided that such order is on terms and
conditions satisfactory to the Buyer acting reasonably.

3. Consent as required pursuant to the Common Terms Agreement, ECIC Facility
Agreement, Interpretation Agreement and any other agreements related to the Kayelekera
Mine project finance facility entered into by Paladin March 31, 2009.

4. The conditional approval of the TSX to the listing of the Consideration Shares.
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ANNEXURE "C"
Paladin Energy Ltd ACN 061 681 098

Ancillary Rights Agreement

7
This is Apniexure "C" of 10 papes,

referred
-

-~

— n
Sean Tetzlaff ST <

Company Secretary
Date: 2 February 2011

Tor#t: 2678329.1

he Form 603 (Notice of initial substantial holder) signed by me and daled 2 February 2011.
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FRONTEER GOLD INC.

AURORA ENERGY RESOURCES INC.

PALADIN ENERGY LTD.

ANCILLARY RIGHTS AGREEMENT

February 1, 2011
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ANCILLARY RIGHTS AGREEMENT

THIS ANCILLARY RIGHTS AGREEMENT is dated February _| 2011,

BETWEEN:
FRONTEER GOLD INC., a corporation existing
under the laws of Ontario
(“Fronteer”)

AND:
AURORA ENERGY RESOURCES INC., a
corporation existing under the laws of Newfoundland
and Labrador
(“Aurora™)

AND:
PALADIN ENERGY LTD. (ABN 47 061 681 098), a
corporation existing under the laws of Australia
(“Paladin”)

WHEREAS:

A Pursuant to an asset purchase agreement dated December 17, 2010 (the “Asset Purchase

Agreement”) between Fronteer, Aurora, Paladin and 0897974 B.C. Ltd. (the “Buyer”),
the Buyer agreed to purchase the assets related to the business of Aurora, in consideration
for the issnance to Aurora of 52,097,937 ordinary shares in the capital of Paladin,

B. Aurora is a wholly owned subsidiary of Fronteer.

C. It was a condition of the Asset Purchase Agreement that the parties enter into this
Agreement to set out the respective rights and obligations of Fronteer, Aurora and
Paladin with respect to the resale by Aurora of ordinary shares in the capital of Paladin
held by them and certain standstill obligations.

AGREEMENT:

In consideration of the premises and the covenants and agreements between Fronteer, Aurora and
Paladin contained in this Agreement and other good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, Fronteer, Aurora and Paladin agree as follows:
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ARTICLE 1.
INTERPRETATION
1.1.  Definitions
In this Agreement, the following terms have the following meanings:
“Affiliate” has the meaning specified in the Securities Act (Bntish Columbia);

“Agreement” means this ancillary rights agreement, as the same may be supplemented,
amended, restated or replaced from time to time in accordance with its terms;

«Asset Purchase Agreement” has the meaning specified in the Preamble to this Agreement;
“Bloek” means more than 2,000,000 Shares;

“Business Day” means any day other than a Saturday or Sunday upon which banks are open for
normal business in the relevant jutisdiction.

“Designated Brokers” has the meaning specified in Section 2.1(a) of this Agreement;

“Disposition” means any direct or indirect sale, transfer, assignment or other disposition,
including a disposition by operation of law, whether in a single transaction or a series of related
transactions, and “Dispose” has a corresponding meaning;

“Non-Designated Broker” means an investment dealer that is not a Designated Broker;

“Person” means a natural person, partnership, corporation, joint stock company, trust,
unincorporated association, joint venture or other entity, and pronouns have a similarly extended
meaning; and

“Shares” means ordinary shares in the capital of Paladin.
1.2.  Interpretation

The division of this Agreement into articles and sections and the insertion of headings are for
convenience of reference only and shall not affect the interpretation of this Agreement. Unless
otherwise indicated, any reference in this Agreement to an article or section refers to the
specitied article or section. Wherever the term “including™ is used, it shall be deemed to mean
“including without limitation,” and whenever the phrase “which shall include” is used, it shall
mean “which shall include, without limitation.”

1.3. Number and Gender

In this Agreement, words importing number or gender shall be read with all changes required by
the context.
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1.4. Entire Agreement

This Agreement constitutes the entire agreement between the parties to this Agreement with
respect to the subject matter hereof and supersedes all prior agreements, understandings,
negotiations and discussions, whether written or oral. There are no conditions, covenants,
agreements, representations, warranties or other provisions, express or implied, collateral,
statutory or otherwise, relating to the subject matter hereof except as provided in this Agreement.

1.5.  Severability

If any provision of this Agreement is determined by a court of competent jurisdiction to be
invalid, illegal or unenforceable in any respect, such determination shall not impair or affect the
validity, legality or enforceability of the remaining provisions hereof, and each provision is
hereby declared to be separate, severable and distinct, unless to do so would cause this
Agreement to fail in its essential purpose.

ARTICLE 2.
DISTRIBUTION OBLIGATIONS

2.1.  Paladin’s Obligations
During the term of this Agreement, Paladin will:

(a) from time to time designate at least two investment dealers of international standing and
with global placement capability which are acceptable to Fronteer and Aurora, acting
reasonably (the “Designated Brokers™);

(b) upon:
(i) written request from Fronteer or Aurora, acting reasonably; or
{(ii)  its own motion,

replace one or more Designated Brokers with altemative investment dealers of
international standing and global placement capability which are acceptable to Fronteer
and Aurora, acting reasonably, following which designation such replacement mvestment
dealers shall become Designated Brokers for all purposes under this Agreement; and

(¢)  keep the Designated Brokers generally apprised of developments at Paladin, including, in
particular, the composition of its share register and the location and extent of perceived
demand for the Shares from time to time, so as to enable the Designated Brokers o
efficiently place Shares.

2.2.  Obligations Regarding Dispositions

During the term of this Agreement, subject to Section 2.5, Aurora wiil not, and Fronteer shall
ensure that Aurora does not, without the prior cxpress written consent of Paladin, Dispose of any



Feb 02 11 08:17p fronteer develop 604-632-4678

_4-

Shares in any single transaction or series of related transactions except in accordance with the
following procedures:

(a)

()

(©)

2.3.

If Aurora wishes to make a Disposition of a Block, it shall give prior written notice to
Paladin and use at least one of the Designated Brokers to place the Shares in connection
with the Disposition, it being the intention that such Disposition be made to a wide
distribution of buyers or to institutions acceptable to Paladin, acting reasonably.

If Aurora receives an unsolicited proposal from a Non-Designated Broker to undertake a
Disposition of a Block, it shall give Paladin at least two Business Days notice (in Perth,
Australia) of the material terms of such proposed Disposition, including the number of
Shares that are proposed to be Disposed of, the per share price of the proposed
Disposition, and any other terms or information known to Aurora with respect to such
proposed Disposition as Paladin may request, acting reasonably; and

In the case of a proposed Disposition under Section 2.2(b), during the two Business Day
period referred to therein Paladin shall be entitled to match or better the per share price
offered by the Non-Designated Broker and:

(i) if, by the expiry of the said two Business Day period, Paladin notifies Aurora that
it can arrange buyers for the Shares that are the subject of the Disposition at a
price that is at least as good as that offered by the Non-Designated Broker, and
who are located in such jurisdictions as permit Aurora to legally sell such shares
to such buyers without the need for any regulatory approvals or consents, then
Aurora shall complete the Disposition to the buyers arranged by Paladin
forthwith;

G if
A by the expiry of the said two Business Day period, Paladin:
L. does not give notice to Aurora under Section 2.2(c)(i), or

1L notifies Aurora that it will not match or better the price offered by
the Non-Designated Broker, or

B. the Disposition is not completed within four Business Days (in the
jurisdiction where the buyer arranged for by Paladin is located) of the
expiry of the said two Business Day period;

then Aurora shall be cntitled to complete the Disposition at the price offered by
the Non-Designated Broker within 10 Business Days of the last of the events to
occur in Sections 2.2(c)(ii)A and 2.2(c)(i1)B.

Restrictions on Dispositions

Without the prior express written consent of Paladin:
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(a) In no circumstances will Aurora knowingly undertake a Disposition:

(1) of more than 1% of the Shares to any Person or group of Persons acting jointly or
in concert, other than one or more Designated Brokers or Non-Designated
Brokers; or

(i)  of any Shares to any Person who would, following completion of such
Disposition, own or have direction or control over greater than 9.9% of the Shares
(on an undiluted basis); or

(i)  of any Shares using a Non-Designated Broker unless it is to as wide a distribution
of institutional investors as is reasonable in the circumstances.

(b)  Aurora shall not complete a proposed Disposition with a Designated Broker or Non-
Designated Broker under Section 2.2(a) or Section 2.2(b) without first obtaining an
undertaking in favour of Paladin from such Designated Broker or Non-Designated
Broker, as the case may be, that it will not arrange the Disposition:

(1) of more than 1% of the Shares to any Person or group of Persons acting jointly or
in concert; or

(i)  of any Shares to any Person who would, following completion of such
Disposition, own or have direction or control over greater than 9.9% of the Shares
(on an undiluted basis).

2.4. Broker Costs

For the avoidance of doubt, Aurora shall be responsible for all costs and expenses of a
Designated Broker or a Non-Designated Broker in connection with a Disposition, including
commissions.

2.5. Permitted Dispositions

Notwithstanding any other provision hereof:

(1) Aurora may Dispose of Shares where:

(a)  the aggregate number of shares Disposed of in any three-month period is less than
a Block; and

(b)  the Disposition is not knowingly made to a strategic buyer.
2) Aurora may Dispose of Sharcs to Fronteer at any time.
(3)  Aurora (and if Aurora Disposes of Shares to Fronteer, Fronteer) may:

(a) at any time tender or deliver its Shares to an arms length bona fide third party in
connection with a proposed business combination or take-over bid for all of the
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Shares initiated by such third party and that has not been sought, encouraged,
supported, participated in or agreed to contrary 10 Section 3.1; and

(b)  Dispose of its Shares to an Affiliate upon providing prior notice to Paladin and
provided that the Affiliate first enters into a written agreement with Paladin,
substantially in the form of this Agreement whereby it assumes all of Aurora’s
obligations under this Agreement.

Aurora and Fronteer may, at any time after June 2, 2011, dispose of any number of
Shares by way of a dividend in specie to Fronteer’s sharcholders.

ARTICLE 3.
STANDSTILL

Standstill

From the date of this Agreement until the second anniversary thereof, none of Fronteer, Aurora
or any Affiliate of Fronteer or Aurora shall, directly or indirectly or jointly or in concert with any
other Person, without the prior express written consent of Paladin:

(a)

(b)

(c)

(d)

(e)

()

in any manner acquire, offer, agree or propose to acquire (with or without conditions):
(i) any equity securities, or

(i)  securities convertible into equity securities,

of Paladin or its Affiliates;

make or in any way participate in any solicitation of proxies to vote, or seek to advise or
influence any person with respect to the voting of, any voting securities of Paladin;

make any proposal for, or offer of (with or without conditions), an gxtraordinary
transaction involving Paladin, any of the Affiliates of Paladin or its or their securities or
assets (including without limitation, any take-over bid, amalgamation, merger or other
business combination or recapitalization),

initiate any discussions, or enter into any agreement, commitment or understanding, with
any person related to a transaction involving Paladin or its Affiliates, or any of the
matters listed in paragraphs (a) to (c), above, inclusive;

make any public announcement with respect to any of the matters listed in paragraphs (a)
to (d), above, inclusive, or any intention, plan or arrangement with respect to the same; or

assist, advise or encourage any person in doing any of the matters listed in paragraphs (a)
to (), above, inclusive, or take any action inconsistent with any of the covenants in this
Section 3.1.
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3.2. Permitted Acquisition Proposal by Fronteer

In the event that cither a take-over bid for Paladin or a business combination proposal involving
Paladin (that has not been sought, encouraged, supported, participated in or agreed to contrary to
Section 3.1) is publicly announced by a bora fide arm’s length third party, Fronteer shall not be
prohibited from making an acquisition proposal, directly or through an Affiliate, for all, or a
portion of, the Shares.

ARTICLE 4.
MISCELLANEOUS

4.1. Covenant of Fronteer

In addition to observing and performing all of its express covenants and obligations under this
Agreement, Fronteer shall observe and perform, and shall cause Aurora and any other Affiliate
that becomes a party to this Agreement to observe and perform, all of the covenants and
obligations in this Agreement required to be performed by Aurora under this Agreement, and
shall co-operate with Paladin in connection therewith.

4,2. Assignment

This Agreement and the rights and obligations hereunder will not be assignable, in whole or in
part without the prior written consent of the other parties hereto.

4.3. Term of Agreement

This Agreement terminates on the date on which Fronteer and its Affiliates cease to hold at least
2% of the Shares, calculated on an undiluted basis.

4.4. Notices

(a) Method of Delivery. Any notice, demand or other communication (in this Section 4.4, a
“notice”) required or permitted to be given or made hereunder shall be in writing and
shail be sufficiently given or made if delivered in person (including by courier) during
normal business hours on a day which is a Business Day at the place of delivery and left
with a receptionist or other responsible employee of the relevant party at the applicable
address set forth below or sent by fax transmission which produces a paper record to:
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in the case of a notice to Aurora or Fronteer, addressed to it at;

Sujte 1650 — 1055 west Hastings Street
Vancouver, B.C. Canada
V6E 2E9

Attention: Mark O’'Dea, President & Chief Executive Officer
Fax No.: +1 (604) 632-4678

with a copy. which shall not constitute notice, to:

Davies Ward Phillips & Vineberg
1 First Canadian Place Suite 4400 P.O. Box 63
Toronto, ON M5X 1Bl

Canada
Attenfion: Kevin Thomson
Fax No.: +1 (416) 863-0871

in the case of a notice to Paladin, addressed to it at:

Level 2, 402 Hay Street
Subiaco, Western Australia
6008

(PO Box 201, Subiaco, 6904)

Attention: Company Secretary
Fax No.: +61 (8) 9381-4978

with a copy, which shall not constitute notice, to:

Lawson Lundell LLP
1600-925 West Georgia Street
Vancouver, British Columbia

VeC 312
Attention: Gordon R. Chambers
Fax No.: +1 (604) 641-2815

to have been received:

)

(ii)

in the case of personal delivery, if delivered before 5:00 p.m. on the day it was
delivered, if that day was a Business Day in the place of delivery, otherwise, on

the first day thereafter that is a Business Day at the place of delivery; or

in the case of fax transmission, on the same day that it was sent if the machine
from which it was sent receives the answer back code of the party to whom it was
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sent before 5:00 p.m. (recipient’s time) on such day, if such day was a Business
Day in the place of receipt, otherwise on the first day thereafter that is a Business
Day at the place of receipt.

(¢) Change of Address. Any party to this Agreement may change ils address for notice by
giving notice to the other parties to this Agreement in the manner set out in this
Section 4.4.

4.5. Governing Law and Submission to Jurisdiction

This Agreement shall be construed, interpreted and enforced in accordance with, and the
respective rights and obligations of the parties hereto shall be governed by, the laws of British
Columbia and the laws of Canada applicable therein. Each party hereto irrevocably and
unconditionally submits to the exclusive jurisdiction of the courts of British Columbia and all
courts competent to hear appeals therefrom in respect of all disputes, controversies and claims
hereunder.

4.6. Epurement

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

4.7. Amendment, Waivers and Remedies

(a)  No amendment or waiver of any provision of this Agreement shall be binding on either
party to this Agreement unless consented to in writing by such party.

(b)  No failure or delay to exercise, or other relaxation or indulgence granted in relation to,
any power, right or remedy under this Agreement of either party hereto shall operate as a
waiver of it or impair or prejudice it nor shall any single or partial exercise or waiver of
any power, right or remedy preclude its further exercise or the exercise of any other
power, right or remedy.

(©) All rights of each party contained in this Agreement are in addition to all rights vested or
to be vested in it pursuant to common law or statute.

4.8. Time is of the Essence

Except as otherwise specifically provided in this Agreement, time is of the essence of each and
every provision of this Agreement.

4.9. Counterparts.

This Agreement may be executed in any number of counterparts (including by facsimile
transmission) and by the parties to this Agreement in separate counterparts, each of which when
so executed will be deemed to be an original and all of which taken together will constitute one
and the same instrument.
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THIS AGREEMENT has been executed and delivered effective the date first above written.

PALADIN ENERGY LTD.
(ABN 47061 681 098)

Per:

Print Name:
Title:
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THIS AGREEMENT has been executed and delivered effective the date first above written,

FRONTEER GOLD INC,

Per:

Print Name:
Title:

AURQRA ENERGY RESOURCES INC.
Per:

Print Name:
Title:

PALADIN ENERGY LTD,
{ABN 47 061 681 098)
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