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Court File No.: 35-2193939
Estate No.: 35-2193939

ONTARIO
SUPERIOR COURT OF JUSTICE
(IN BANKRUPTCY AND INSOLVENCY)

IN THE MATTER OF THE PROPOSAL OF STRIKE MINERALS INC.,
OF THE CITY OF LONDON, IN THE PROVINCE OF ONTARIO

NOTICE OF MOTION

A. FARBER & PARTNERS INC. (“Farber”), in its capacity as proposal trustee (in such
capacity, the “Proposal Trustee™) of Strike Minerals Inc. (the “Debtor”), will make a motion to
a Judge presiding over the Ontario Superior Court of Justice (Commercial List) on Thursday,
March 23, 2017 at 10:00 a.m., or as soon after that time as the motion can be heard, at 330

University Avenue, Toronto, Ontario.
PROPOSED METHOD OF HEARING: The motion is to be heard orally.
THE MOTION IS FOR:

1.."  An Order substantially in the form of draft orders attached at Tabs “3” and “5” of the

Motion Record, inter alia:

(a) ' approving the sale transaction (the “Transaction”) contemplated by an asset
purchase agreement (the “Sale Agreement”) between the Debtor, as vendor, and
2548304 Ontario Inc., as purchaser (the “Purchaser”), dated December 6, 2016,
and appended as Appendix C to the First Report of the Proposal Trustee dated
December 8, 2016, a copy of which was filed with the Court;

(b)  authorizing the Debtor to execute all other ancillary documents and agreements

required to complete the Transaction;

\




©)

(d)

(e)

®

(2

2.
vesting in the Purchaser the Debtor’s right, title and interest in and to the
Purchased Assets (as defined in the Sale Agreement) free and clear of any and all

liens, charges and security interests and other encumbrances, except for Assumed

Liabilities (as defined in the Sale Agreement);

approving the third report of the Proposal Trustee dated March 10, 2017 (the
“Third Report”) and the activities of the Proposal Trustee set out therein;

approving the Proposal Trustee’s interim statement receipts and disbursements of
the Proposal Trustee as of March 8, 2017 (the “Interim R&D”) as set out in
Appendix L to the Third Report;

sealing the Confidential Appendix “1” to the Third Report until after the closing
of the Transaction or further order of this Honourable Court; and

extending the time period for the Debtor to file a proposal with the Official
Receiver to and including May 11, 2017 (the “Proposal Period”); and

2. Such further and other relief as counsel may request and this Honourable Court deems

just.

THE GROUNDS FOR THE MOTION ARE:

(a)

(b)

(c)

the Debtor is a Canadian-based junior mineral exploration company focused on

the acquisition and development of mineral properties in Canada, with an

emphasis on gold. The Debtor has not operated since 2014, but has interests in

certain mineral properties in northern Ontario;

the Debtor was a publicly traded company listed on the TSX Venture Exchange.
On February 25, 2014, the Ontario Securities Commission issued a Cease Trade

Order against the Debtor, which is still in effect as at the date hereof;

the Debtor, as an exploration company, has not generated revenue and relied
exclusively on debt or equity financing to fund its exploration activities and day

to day operations;




(d)

(e)

()

€9)

(b)

®

@

-3-
on November 29, 2016, the Debtor filed a Notice of Intention to Make a Proposal

pursuant to section 50.4 of the Bankruptcy and Insolvency Act (Canada) (the

“BIA”) and Farber was appointed proposal trustee in these proposal proceedings;

pursuant to the BIA, all proceedings against the Debtor were stayed for an initial
30 days commencing on November 29, 2016 in order to provide the Debtor with a

time period to file a proposal with the Official Receiver (the “Proposal Period™);

by Order of The Honourable Mr. Justice Penny dated December 13, 2016 (the
“Sales Process Approval Order”), the Court, among other things, (i) authorized
the Debtor to execute, nunc pro tunc, the Sale Agreement between the Debtor and
the Purchaser for the sale of substantially all of the Debtor’s assets (the
“Property™), (ii) approved a Court-supervised sales process (the “Sales Process™)
to obtain the highest and/or best bid for the sale of the Property, including the
Bidding Procedures (as defined in the Sales Process Approval Order), and (iii)
extended the Proposal Period to and including February 10, 2017;

by Order of The Honourable Mr. Justice Hainey dated February 9, 2017 (the
“Extension Approval Order”), the Court, among other things, further extended
the Proposal Period to and including March 27, 2017;

the bid deadline in the Sales Process has passed, and the Sale Process has
culminated no qualified offers other than the one contemplated by the Sale
Agreement were received. Accordingly, and in accordance with the terms of the
Sales Process, the Purchaser was declared the successful purchaser. The Proposal

Trustee is now seeking Court approval of the Transaction contemplated by the

‘Sale Agreement;

in order to close the Transaction, the Debtor requires a further extension to the

Proposal Period to and including May 11, 2017;

the Sales Process contemplates that the Proposal Trustee will seek approval from
the Court of the Sale Agreement and complete the Transaction and the Property

described in the Sale Agreement will be vested in the Purchaser;
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one of the remaining conditions of the Sale Agreement is the Court granting the

proposed Approval and Vesting Order;

the Debtor has been acting in good faith and with due diligence during these

proceedings;

no stakeholder would be materially prejudiced if the extension being applied for

was granted;
the Sale Agreement represents the highest, and only, offer for the Property;

the Proposal Trustee has filed with the Court its Third Report outlining, among
other things, (i) the background of the Debtor’s business and operations, (ii) the

actions of the Proposal Trustee since its appointment, and (iii) the Sale Process;

a sealing order is required because the Confidential Appendix A to the Third
Report contains certain commercially-sensitive information, the release of which
could prejudice the Debtor’s stakeholders, particularly if the Transaction were not

to close;
the other grounds set out in the Third Report;
the inherent and equitable jurisdiction of this Honourable Court;

Sections 50.4(9) of the BIA, as amended,;

- rules 1.04, 1.05, 2.03, 16 and 37 of the Rules of Civil Procedure, R.R.O. 1990,

Reg. 194, as amended; and

such further and other grounds as counsel may advise and this Honourable Court

may permit.

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the

motion;

(2)

the Third Report, filed herewith; and




Date:

(b)

such further and other material as counsel may submit and this Court may permit.

March 10, 2017

-5-

AIRD & BERLIS LLP
Barristers and Solicitors
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INTRODUCTION

1.

On November 29, 2016, Strike Minerals Inc. (the “Company”) filed a Notice of
Intention to Make a Proposal (an “NOI”) under Section 50.4 of the Bankruptcy and
Insolvency Act, R.S.C. 1985, c¢. B-3, as amended (the “BIA”), and A. Farber &
Partners Inc. (“Farber”) was appointed as proposal trustee in the Company’s NOI

proceedings (in such capacity, the “Proposal Trustee”).!

On December 8, 2016, Farber issued and filed its first report (the “First Report™)
with the Court in support of the Company’s motion returnable December 13, 2016 to

obtain Court approval of, inter alia:

i) the stalking horse sale and marketing process and the related bidding

procedures contemplated thereunder (the “Sale Process™);

ii) a DIP Charge in favour of the DIP Lender in an aggregate amount of
$588,000 (the “DIP Charge”); and ’

iii) an Administration Charge in favour of the Proposal Trustee, its counsel and
the Company’s counsel to an aggregate amount of $300,000 (the

“Administration Charge”).
A copy of the First Report, without appendices, is attached hereto as Appendix “A”.

By Order of The Honourable Mr. Justice Penny dated December 13, 2016 (the “Sales
Process Approval Order”), the Court approved:

1) the Sale Process, including the Bidding Procedures;
i) the DIP Charge;

1i1) the Administration Charge; and

! Capitalized terms used herein shall have the meaning ascribed to them in the First Report and the Second
Report unless otherwise specifically defined herein.
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iv) an extension to the time period for the Company to file a proposal with the
Official Receiver to and including February 10, 2017 (the “Proposal
Period”).

A copy of the Sales Process Approval Order is attached hereto as Appendix “B”.

. On February 6, 2017, the Proposal Trustee issued and filed its second report (the
“Second Report™) in support of the Company’s motion returnable on February 9,
2017, to obtain Court approval of, inter alia, a further extension to the Proposal
Period to March 27, 2017. A copy of the Second Report, without appendices, is
attached as Appendix “C”.

. By Order of The Honourable Mr. Justice Hainey dated February- 9, 2017 (the
“Extension Approval Order’), the Court approved:

i) the extension to the Proposal Period to March 27, 2017,

i) the Second Report and the activities of the Proposal Trustee and its counsel as

reported therein; and
iii) the fees and disbursement of the Proposal Trustee and its counsel.

A copy of the Extension Approval Order is attached as Appendix “D”.

PURPOSE OF THIS REPORT

6. The purposes of this third report of the Proposal Trustee (the “Third Report”) are to:

a) report to the Court on the Proposal Trustee’s activities since the Second Report and

the results of the Sale Process; and
b) provide the Proposal Trustee’s support for an Order as requested by the Company:

i) approving this Third Report and the activities of the Proposal Trustee set out

herein;




Page 4

i) sealing Confidential Appendix “A” until Closing (as defined in the Stalking
Horse APA) has occurred;

1ii) authorizing the Proposal Trustee, the Company and the Purchaser to complete
the transaction contemplated under the Stalking Horse APA between the
Company and 2548304 Ontario Inc. (the “Purchaser”);

iv) vesting in the Purchaser all of the Company”s right, title, and interest, if any,
in the Purchased Assets (as defined in the Stalking Horse APA), free and clear
of any and all encumbrances except for Assumed Liabilities (as defined in the
Stalking Horse APA);

V) approving the Proposal Trustee’s interim statement receipts and disbursements

of the Proposal Trustee as of March 8, 2017 (the “Interim R&D”);

vi) . approving the extension to the time period for the Company to file a proposal

with the Official Receiver to and including May 11, 2017; and
vii)  such other relief as this Honourable Court deems appropriate.
DISCLAIMER

7. The Proposal Trustee has relied upon the financial records and information provided
by the Company. The Proposal Trustee has not independently audited, reviewed, or
otherwise attempted to verify the accuracy or completeness of such information.
Accordingly, the Proposal Trustee expresses no opinion or other form of assurance
with respect to the information contained in this Third Report. The Proposal Trustee
assumes no responsibility or liability for any loss or damage incurred by or caused to
any person or entity as a result of the circulation, publication, re-production or use of
or reliance upon this Third Report or for any use which any person or entity makes of
this Third Report, or any reliance on or a decision made based upon this Third

Report, other than for the express purposes as set out in this Third Report.

8. Unless otherwise stated herein, all references to dollars are in Canadian currency.
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9. Pursuant to the E-Service Protocol of the Commercial List, which the Court has

approved the Company to adopt in these NOI proceedings, a copy of this Third

Report and all other Court materials, Orders and Endorsements issued in these NOI

proceedings are, and will be, available on the Proposal Trustee’s website at:

http://www.farberfinancial. com/insolvency-engagements/strike-minerals-inc.

ACTIVITIES OF THE PROPSAL TRUSTEE

10. Upon issuance of the Sales Process Approval Order, the Proposal Trustee began

marketing the assets, properties and undertakings of the Company for sale by:

)

iii)

1v)

vi)

preparing a non-confidential information teaser (the ‘“Teaser”) and a
confidential information memorandum, each of which were reviewed and
approved by the Company’s management. A copy of the Teaser is attached as

Appendix “E”;

placing an advertisement in the National Post (appearing in the December 16,

2016 edition). A copy of the advertisement is attached as Appendix “F>;

posting each of the Teaser, a form of confidentiality agreement, the Bidding
Procedures and a copy the Stalking Horse APA on the Proposal Trustee’s

website;

emailing the Teaser to fifty-seven (57) people across forty-nine (49)
organizations in the mining industry, including twenty-five (25) of the

organizations that were contacted or engaged in the sales process conducted

by the Company in 2015;

“establishing a secure online virtual data room (the “Data Room™) and

providing access to those interested parties that provided a signed
confidentiality agreement to conduct due diligence on the Company and its

assets; and

placing an on-line advertisement with Northern Miner for a two (2) week

period from January 11% to 26, appearing on the www.NortherMiner.ca



http://www.farberfmancial.com/insolvency-engagements/strike-minerals-inc
http://www.NortherMiner.ca

11.

12.

13.

14.

15.
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webpage and in Northern Miner’s daily and weekly e-newsletters over the
same period. A screenshot of the abovementioned Northern-Miner webpage

showing the advertisement is attached as Appendix “G”.

On January 16, 2017, the Proposal Trustee sent follow-up emails to thirty-nine (39)
prospective purchasers, who had not responded to the initial notification, to invite

them to participate in the Sales Process.

From the date of the Sales Process Approval Order, the Proposal Trustee has
negotiated and finalized various confidentiality agreements with various parties, in
consultation with the Company, and provided access to the Data Room to those
parties that returned signed copies of a confidential agreement to the Proposal

Trustee.

The Proposal Trustee has maintained a list of those parties contacted to date and their

respective responses.

The Proposal Trustee has been reporting to various key stakeholders as required

throughout the Sales Process.

The Proposal Trustee has monitored the Company’s cash position and disbursements,

as discussed below.

RESULTS OF THE SALES PROCESS

16.

17.

As reported at paragraph 24 of the First Report, a prior sales process was conducted
by the Company in 2015 (the “2015 Sales Process”) to canvass the market and
identify a buyer of the Edwards gold mine, the Company’s primary asset. The
Company engaged Phoenix Advisors Inc. (“Phoenix”) to conduct the 2015 Sales
Process which spanned three months from February to April of2015.

Thirty-one (31) prospective purchasers were contacted by Phoenix resulting in six (6)
proposals at that time, none of which were acceptable to the Company. These thirty-

one (31) prospective purchasers were also invited to participate in this Sale Process.




18.

19.

20.

21.
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Phoenix provided the Proposal Trustee with electronic copies of the information
teaser and due diligence documents used in the 2015 Sales Process. Certain of these
documents relevant to the Edwards Mine were made available to prospective

purchasers in the Data Room.

Attached hereto as Confidential Appendix “1” is a summary of those parties
approached by the Proposal Trustee or who approached the Proposal Trustee about
the Sales Process. Fifty-seven (57) individuals within forty-nine (49) corporations
were approached by, or had communications with, the Proposal Trustee. Three (3)
entities signed and returned confidentiality agreements and were given access to the
Data Room. Two (2) additional parties informed the Proposal Trustee that they were
interested and would be submitting an offer. However, these parties did not require

access to the Data Room as they had participated in 2015 Sales Process.

The deadline for the submission of offers was 5:00 PM EST on February 16, 2017
(the “Bid Deadline”). The Proposal Trustee received no offers before or after the Bid

Deadline.

As no other offers were received, the Stalking Horse Bidder (as defined in the
Bidding Procedures) was concluded to be the Successful Bidder in accordance with
the Bidding Procedures approved by the Court. The Proposal Trustee recommends to
this Court that it approves the transaction contemplated under the Stalking Horse
APA and authorizes the Proposal Trustee and the Company to complete such

transaction as contemplated thereunder.

THE STALKING HORSE APA

22.

As per section 3.1 of the Stalking Horse APA, the Purchase Price to be paid is (A) an
amount equal to the obligations and liabilities of the Vendor under the Waterton
Credit Agreement as at Closing, plus (B) the value of all Priority Payables plus (C) all
Cure Costs. The consideration paid for the purchase by the Purchaser of the

Purchased Assets includes the Purchaser’s assumption of the Assumed Liabilities.



23.

24,

25.

26.

27.
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As per section 3.2 of the Stalking Horse APA, payment of the Purchase Price is to be

satisfied as follows:

i) payment to the Proposal Trustee of an amount equal to the sum of the value of all

Priority Payables;

ii) payment to the Proposal Trustee of an amount equal to the sum of the value of all

Cure Costs; and

iii) as to the balance, by the Purchaser assuming the Vendor’s obligations and

liabilities under the Waterton Credit Agreement.

By definition, Priority Payables are all amounts and claims that rank in priority to the
interests of Waterton. The Proposal Trustee understands that the Priority Payables is
the sum of the amount of $160,000 owing to 161229 Canada Inc. carrying on
business as Paul Whelan Mining Contractors and all amounts advanced or to be
advanced pursuant to the DIP Charge. The Purchaser will be assuming all of the
obligations under the DIP Charge at closing pursuant to the terms of an assumption

agreement.

Based on the Proposal Trustee’s knowledge of the assets being purchased, the

Proposal Trustee believes that there are no Cure Costs.

The Proposal Trustee has no reason to believe that the Purchase Price is not a fair and
reasonable price to be paid for the Purchased Assets as the Proposal Trustee believes
that it conducted an open and transparent Sales Process, under the supervision of the
Court, to obtain the highest and best price for the Purchased Assets. In addition, and
as previously discussed, the Company had previously conducted the 2015 Sales

Process which resulted in no transaction being completed.

Closing of the transaction contemplated under the Stalking Horse APA is conditional

on the following conditions being satisfied by the parties:

i) Obtaining an Approval and Vesting Order in an acceptable form to the

Purchaser and the Proposal Trustee; and



28.

29.
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ii) Obtaining the consent of the Ontario Ministry of Northem Development and
Mines (“MNDM”) to the transfer of applicable unpatented and patented

mining claims to the Purchaser.

Under the terms of the Stalking Horse APA, the Purchaser and the Company are
required to work together to obtain any consent required from the MNDM to the
transfer of the patented claims included in the Purchased Assets. However, the
Proposal Trustee has been advised by counsel to the Purchaser that the MNDM has
confirmed to them that no consent is required for such a transfer when an approval
and vesting order has been granted by the Court. The Proposal Trustee and Purchaser
will advise the MNDM should the Approval and Vesting Order be granted to update
the MNDM accordingly. The Proposal Trustee is unaware of any other regulatory or

administrative consent required as a condition to closing the transaction.

As the MNDM consent is not needed, the Purchaser and the Company are expected to
proceed diligently to close the transaction should the Approval and Vesting Order be
obtained and, as contemplated by the Stalking Horse APA, the Proposal Trustee
expects that once the documentation required for closing has been settled between the
parties, the Purchaser will file the Approval and Vesting Order and transfer of the
unpatented claims included in the Purchased Assets pursuant to such order with the
applicable Ontario mining recorder’s office. Immediately upon such transfer being
registered and thus being effective, which is expected to take two to three business
days after filing of the Approval and Vesting Order, the balance of the Purchased
Assets (the patented claims) would be transferred on the same date as such transfer is
registered. The Purchaser has advised the Proposal Trustee of its experience with the
two stage registration process for mining claims and as such the parties have
attempfed to address the situation in the blacklined changes to the model Approval
and Vesting Order.

POTENTIAL THIRD PARTY CLAIMS
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30. The Proposal Trustee is aware of certain third party claims that are or may be asserted

against the properties and assets of the Company:

i) The $160,000 claim of 161229 Canada Inc. carrying on business as Paul
Whelan Mining Contractors secured by a construction lien ranking in
priority to the security of Waterton as set out in the Judgement of J.Varpio a
copy of which is attached as Appendix “H”. This amount is covered under
Priority Payable as defined in th_e Stalking Horse APA and is to be satisfied

on Closing; and

ii) Those claims in respect of certain royalty payments arising under certain
royalty agreements and/or option agreements entered into by the Company
prior to the commencement of these NOI Proceedings. The Proposal Trustee

is aware of two of such counterparties:

a. VenCan Gold Corporation (“VenCan”): VenCan and River Gold
Mines Ltd., a prior owner of the Edwards Mine now owned by the
Company, had entered into a 3% Net Smelter Return Royalty

Agreement; and

b. Kenneth Fenwick on behalf of himself and a group of his partners
(collectively the “Fenwick Group”): The Company and the Fenwick
Group, as prior owners of certain unpatented and patented mineral
claims, entered into agreement pursuant to which the Fenwick Group

sold their interests in such mineral claims to the Company.

31. Royalty agreements are specifically referred to in section 2.4 (c) of the Stalking Horse
APA as an “Excluded Liability” and thus the Purchaser secks to have the applicable
interests in the Purchased Assets vested out and transferred to the Purchaser free and

clear of any and all rights and interests therein.

32. VenCan has been on the service list since the initial application was filed in these

NOI proceedings. The Proposal Trustee has not heard from VenCan and understands




33.

34.

35.
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that notice of the agreement has been registered on title to the applicable mining
claims. A copy of the Net Smelter Return Royalty Agreement between River Gold
Mines Ltd. and VenCan is attached as Appendix “I”. This agréement is further
explained at paragraph 27 of the Affidavit of Denis Crane dated December 6, 2016
filed in these NOI proceedings.

On February 7, 2017, the Proposal Trustee was contacted via email by Mr. Kenneth
Fenwick on behalf of the Fenwick Group who were the vendors of certain patented
and unpatented mineral claims located in Priske Township, which were sold and/or
transferred to the Company pursuant to an agreement dated November 18, 2011 (the
“Fenwick Sale Agreement™). A copy of the Fenwick Sale Agreement is attached
here as Appendix “J”.

Under the terms of the Fenwick Sale Agreement, an undivided interest in and to the

following properties/claims were transferred to the Company:
- Claim No. 1196889;
- Patented Claims Nos. TB 3327 and TB 3354; and

- Staked claims: 4240554, 4240555, 4240557, 4240558, 4240559 and
4240565

(collectively, the the “Fenwick Claims™)

The Fenwick Sale Agreement also provides that the Fenwick Group would be entitled
to receive a yearly pre-production advance royalty in the amount of $10,000 and a
continuing 3% Net Smelter Royalty (“NSR”) from the proceeds of commercial
production from the Fenwick Claims. The Fenwick Sale Agreement sets out the
formula for calculating the NSR amounts. To the best of the Proposal Trustee’s
knowledge, there has been no production generated with respect to any of the
Fenwick Claims. In fact, the Proposal Trustee understands that the patented claims
listed above have been retured to the original owners, as a result of the Company

allowing them to go into default.
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Based on its correspondence with Mr Fenwick, the Proposal Trustee understands that
the only mineral claim that remains with the Company at this point in time which is
relevant to the Stalking Horse APA is claim number 1196889. A review of the
Mining Claim Abstract obtained from MNDM, a copy of which is attached hereto as
Appendix “K”, indicated that no notice or registration of the NSR entitlements
appear to be registered in favour of the Fenwick Group against claim number
1196889.

As currently contemplated under the Stalking Horse APA, and the proposed form of
Approval and Vesting Order, claim number 1196889 is the only claim out of the

Fenwick Claims that is subject to the transaction, and the terms of the vesting order.

The Fenwick Group has asserted a priority interest in the Fenwick Claims and
informed the Proposal Trustee that any purchaser of the Company’s assets should be
made aware of their interest in such claims. The Purchaser has confirmed to the
Proposal Trustee that they are not prepared to include this interest as an assumed
liability under the Stalking Horse APA and, as such, are seeking to have any interest
in claim number 1196889 vested out free and clear as part of the Approval and

Vesting Order.

By email dated February 13, 2017, the Proposal Trustee informed Mr. Fenwick that
as an officer of the Court it did not take a position with respect to their claim for
amounts owing in respect of the Fenwick Claims, and that the Proposal Trustee would
add a copy of the Fenwick Sale Agreement to the Data Room thereby putting

prospective purchasers and the Purchaser on notice of its existence.

In addition, the Proposal Trustee also advised Mr. Fenwick regarding the process for
obtaining a vesting order, and that it was likely that a successful purchaser in the
Sales Process, including the Purchaser, would seek to have the Fenwick Group’s
interests in the Fenwick Claims vested off free and clear as part of the Sale Process.
As such, the Proposal Trustee further suggested that the Fenwick Group engage
counsel and be represented at the approval hearing as their rights may be negatively

affected, including the loss of any right to claim those amounts the Fenwick Group
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purports to be entitled under the Fenwick Sale Agreement and which it asserts binds a

SUCCEesSOr.

41. The Proposal Trustee has since added the Fenwick Group to the service list for these

NOI proceedings.

42. The Proposal Trustee advises that the form of Approval and Vesting Order being
sought in this Motion includes specific language to vest out any and all royalty rights
and/or claims and purchase options pursuant to or arising under any agreements or
arrangement, whether written or otherwise, entered into by the Company prior to the

Appointment Order, including, but limited to, claim number 1196889.

43. The Proposal Trustee is of the view that the Stalking Horse APA represents the best
recovery for the Company’s property in the circumstances and is therefore seeking
the Court’s approval of the Stalking Horse APA and the Transaction, in the form of
Approval and Vesting Order sought.

INTERIM RECEIPTS AND DISBURSEMENTS

44, The Company obtained Court approval to obtain DIP Funds of up to $588,000, as per
the terms of the Sales Process Approval Order. As of the date of this Third Report,
the Company has obtained one advance of $156,000.00 from the DIP Lender.
Attached as Appendix “L” is the Interim R&D as of March §, 2017.

45. The Proposal Trustee has been monitoring the activity in the Company’s bank
account against the Company’s updated Projected Weekly Cashflow Statement as
found in the Second Report. There have not been any material adverse changes in the

Company’s situation.
EXTENSION OF STAY OF PROCEEDINGS

46. The initial stay of proceedings expired on December 29, 2016. Pursuant to the Sales
Process Approval Order the stay of proceedings was extended to February 10, 2017

to allow the Company and the Proposal Trustee to conduct a substantial portion of




Page 14

the Sales Process. Pursuant to the Extension Approval Order the stay of proceedings
was extended to March 27, 2017.

47. The timing of closing of the Stalking Horse APA, which itself remains subject to the
approval of this Honourable Court, is subject to when the Purchaser is able to obtain
necessary approvals and confirmation of assignment from the MNDM. There is no
certainty as to when this will occur, but the Proposal Trustee understands that it
could take a few days from the date the Approval and Vesting Order is filed with the
MNDM. -

48. A further 45 day extension to the stay of proceedings to May 11, 2017 (the
“Extension Period”) is required to allow the Company and the Proposal Trustee to

close the transaction contemplated by the Stalking Horse APA.

49. The Proposal Trustee is not aware of any creditors who would be materially

prejudiced by the granting of the requested extension to the Extension Period.

50. The Company has acted in good faith and with due diligence in these NOI proceeding
to date.

51. In the circumstances, the Proposal Trustee continues to believe that this is the most

appropriate strategy to maximize recovery for the benefit of all stakeholders.
RECOMMENDATIONS

52. The Proposal Trustee recommends, for those reasons herein stated, that this

Honourable Court grant the relief requested herein at paragraph 6(b).
All of which is respectfully submitted this 10®* day of March, 2017.

A. FARBER & PARTNERS INC. IN ITS CAPACITY AS TRUSTEE
IN RE THE PROPOSAL OF STRIKE MINERALS INC.

A ot § frit .
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INTRODUCTION

1. On November 29, 2016, Strike Minerals Inc. (“Strike” or the “Company”) filed a
Notice of Intention to Make a Proposal (an “NOI”) under Section 50.4 of the
Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the “BIA”), and A.
Farber & Partners Inc. (“Farber”) was appointed as proposal trustee in the Company’s
NOI proceedings (in such capacity, the “Proposal Trustee”). A copy ofthe Certificate
of Filing of a Notice of Intention to Make a Proposal is attached hereto as Appendix
“A”,

PURPOSE OF THIS REPORT

2. The purpose of this first report of the Proposal Trustee (the “First Report”) is to report
on and seek Court approval for the proposed stalking horse sales and marketing process
and the terms contemplated in the Stalking Horse APA (as defined below) that has been
negotiated by Strike. This First Report also addresses other matters relating to these
NOI proceedings including, among other things, (i) the proposed interim financing to
be provided by the Company’s senior secured creditor for operating expenses; and (ii)
the creation of an Administrative Charge (as defined below) for professional fees
incurred by the Company, the Proposal Trustee and their respective counsel in

connection with these NOI proceedings.

DISCLAIMER

3. The Proposal Trustee has relied upon the financial records and information provided
by the Company. The Proposal Trustee has not independently audited, reviewed, or
otherwise attempted to verify the accuracy or completeness of such information.
Accordingly, the Proposal Trustee expresses no opinion or other form of assurance with
respect to the information contained in this First Report. The Proposal Trustee assumes
no responsibility or liability for any loss or damage incurred by or caused to any person
or entity as a result of the circulation, publication, re-production or use of or reliance

upon this First Report or for any use which any person or entity makes of this First
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Report, or any reliance on or a decision made based upon this First Report, other than

for the express purposes as set out in this First Report.
. Unless otherwise stated herein, all references to dollars are in Canadian currency.

. Pursuant to the E-Service Protocol of the Commercial List, which the Company will
seek to adopt in these NOI proceedings, subject to Court approval, a copy of this First
Report and all other Court materials, Orders and Endorsements issued in these

proceedings are, and will be, available on the Proposal Trustee’s website at:

http://www.farberfinancial.com/insolvency-engagements/strike-minerals-inc .

BACKGROUND

Strike was incorporated on May 21, 1987, and exists under the laws of the Province of
Ontario. The Company is a publicly listed company on the TSX Venture Exchange,

and its registered head office is located in London, Ontario.

. On August 28, 2014, the Director of the Central Production and Verification Services
Branch of the Ministry of Government Services canceled Strike’s certificate of
incorporation for non-compliance with certain filing requirements. The Company was
revived on July 25, 2016. The Proposal Trustee understands that Strike’s head office

was located in Toronto prior to the Company’s revival.

. The Company carries on business as a junior mineral exploration company engaged in
the acquisition, exploration and development of properties for the mining of precious

metals, with an emphasis on gold.

. Further details relating to the Company and its operations are set out in the Affidavit
of Denis Crane, Chairman of the Board of Strike, sworn December 6, 2016 (the “Crane
Affidavit™), which was filed by the Company in these NOI proceedings.

ASSETS

10. Strike’s assets consist of the following mineral properties, all located in the Province

of Ontario:



http://www.farberfinancial.com/insolvencv-engagements/strike-minerals-inc

11.
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Primary sites:

i) The Edwards Mine (“Edwards”) in Jacobsen Township, comprised of three (3)
mining claim units;

if) The Hemlo West properties (“Hemlo”) near Schreiber in Priske Township,
comprised of seven (7) patented claims and seven (7) staked claims (made up
of 22 units); and

iif) The Ronda property (“Ronda”) near Shining Tree, in the townships of

McMurchy and Churchill, comprised of two (2) claims.

Other interests and properties include:

iv) A single mining claim in Jacobsen Township located between the Cline
property and Prodigy Gold;

V) The Clement property block consisting of a four-unit claim in western Jacobsen
Township; and -

vi) The Funk #2 property, comprised of a one-unit claim in north-central Jacobsen
Township.

Edwards

Strike acquired Edwards in 2002 from River Gold Mines. From 1996 to 2001 Edwards

produced some 144,000 ounces of gold. At the time of the purchase from River Gold

Mines, Edwards had onsite infrastructure including ramp access and underground

development to 281 meters, work camp, shop, roads and an electrical substation.

FolloWing the acquisition of Edwards, Strike conducted further exploration on the site,

identifying five new high grade vein structures. Strike has conducted approximately

40,000 feet of drilling on Edwards. Strike intended to resume production at Edwards

pending the raising of sufficient working capital.
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Hemlo

12. Hemlo covers a number of former producing mines and gold occurrences including the
Harkness-Hays, Morley and Afric zone extension. The Company has conducted further

exploration on the property to prove depth continuity of gold occurrence.
Ronda

13. Ronda has two shafts and underground development to 650 feet. Mining on the
property has not occurred since the 1930s. A drill-hole program was conducted in 1996

but there has been no further significant exploration since then.

CREDITORS

Secured Creditors

14. Strike’s primary secured lender is Waterton Global Value, L.P. (“Waterton”).
Waterton and the Company, as borrower, are parties to a certain loan facility
agreement dated February 21, 2012 (the “Waterton Loan Agreement”), pursuant to
which Waterton Global Value (Luxembourg) S.A.R.L. (“Waterton Lux’) made
available certain credit facilities to the Company subject to the terms and conditions
contained therein. Further details regarding the Waterton Loan Agreement are set out
in the Crane Affidavit, and copy of same is attached to the Crane Affidavit as Exhibit
“G” thereto. The Crane Affidavit also sets out the historical relationship between
Strike and Waterton and certain related entities. The initial funding arrangement was
between Strike and Waterton Lux. As per an Assignment of Loan and Security
Agreement dated March 7, 2014, Waterton Lux assigned all of the indebtedness owed
by the Company and the related security to and in favour of Waterton. Waterton is
currenﬂy owed approximately $3.9 million by the Company under the Waterton Loan
Agreement as of the date hereof. The quantum of the Waterton debt figures will be
updated and provided to any potential bidders participating in the Sales Process (as
defined below).




15.

16.

17.

18.

19.

20.
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Waterton Lux filed a Notice of Intention to Enforce Security pursuant to section 244
of the BIA on April 4, 2013. Waterton Lux and Strike subsequently negotiated
forbearance terms and entered into a formal forbearance agreemenf that expired on
May 22, 2013.

The Proposal Trustee engaged its counsel, Aird & Berlis LLP (“A&B”), to conduct a
review of Waterton’s security package and related documents delivered in connection
with the Waterton Loan Agreement. A&B has advised the Proposal Trustee that
based on its review of the aforementioned security, it is of the view that, subject to
standard assumptions and qualifications, Waterton has valid, properly perfected
security interests in the property and assets of the Company, which has been properly
registered under the Personal Property Security Act (Ontario) (the “PPSA”) and the

applicable land registries.

Waterton’s first ranking security interest is also subject to a court-ordered charge in
favour of Whelan (as defined below) pursuant to the terms of the October Order (as
defined below). The October Order further entitled Waterton to a secured charge over
Edwards. |

Based on a review of the PPSA search results conducted by A&B there are also two
subsequent registrations against the Company in favour of: i) Xerox Canada Ltd.,
which appears to relate to certain office equipment that is being financed by the
Company, and ii) Buck Island Bay Investments Inc. which appears to relate to a leased

air compressor.
Unsecured Creditors

Strike has informed the Proposal Trustee that it has approximately $5,465,555 in

unsecured liabilities as of the date hereof.

161229 Canada Inc., carrying on business as Whelan Mining Contractors
(“Whelan™), registered a lien on March 18, 2013 against Edwards under the
Construction Lien Act (Ontario) in respect of $1,451,834 that it was owed for
dewatering work at Edwards (the “Whelan Construction Lien’"). On March 19,
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2013, Whelan commenced a construction lien action in the Ontario Superior Court of
Justice in respect of the Whelan Construction Lien against, among others, Strike and
Waterton Lux (the “Whelan Lien Action™). -

On October 21, 2014, Whelan, on consent, obtained a judgment (the “October
Order”) from the Honourable Justice Varpio (“Justice Varpio”) of the Ontario
Superior Court of Justice against Strike in the Whelan Lien Action in the amount of
$1,632,399.18, of which $160,000 was declared by Justice Varpio to 'rank in priority
to any security interests in favour of Waterton Lux, and the balance was found to rank
subsequent in priority. Of the total amount, $1,472,399.18 is included in the
aforementioned total unsecured liabilities. A copy of the October Order is attached

hereto as Appendix “B”.

CAUSES OF INSOLVENCY

22. The causes of the financial difficulties and current financial position of Strike are more

23.

fully set out in the Crane Affidavit. However, based on the Proposal Trustee’s
preliminary review ofthe Company’s books and records and the Crane Affidavit, Strike
was not generating any revenue, and had not done so for many years. The Company
relied on debt and equity financing to fund exploration activities and operations.
Strike’s ability to raise the additional funding necessary to continue its development of

its mining properties was further frustrated by a difficult economic climate.

As previously mentioned above, Waterton Lux had previously entered into a
forbearance agreement with Strike, following the issuance of a Notice of Intention to
Enforce, in order to provide the Company with an opportunity to refinance and payout
its indebtedness to Waterton. However, with the passage of time and continued
liquidity issues, Waterton has indicated that it is unwilling to continue to support the
status quo. Those financial difficulties culminated in the need to file the NOI on
November 29, 2016, in order to provide Strike with the additional time to conduct a

sale process for substantially all of its assets.
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PRE-FILING EFFORTS TO RESTRUCTURE AND SELL THE COMPANY’S
ASSETS

24. As outlined in the Crane Affidavit, Strike engaged the services of Phoenix Advisors
Inc. (“Phoenix’™) in 2015 to canvass and invite interested parties to acquire Strike’s
assets, including Edwards (the “2015 Sales Process’). Edwards was offered for sale
in conjunction with an adjacent gold mine owned by Cline Mining Corporation
(“Cline”) in hopes that a larger operation would attract a strategic buyer for this high-
grade unique opportunity.

25. The 2015 Sales Process spanned from February to April of2015. Various parties were
contacted by Phoenix, including potential equity investors and other mineral
companies. The 2015 Sales Process had an initial bid deadline of April 6, 2015, which
was subsequently extended to April 20, 2015.

26. Phoenix prepared an information teaser and published a data room containing detailed
information about the mine sites and exploration results at Edwards and Cline. Phoenix
has provided the Proposal Trustee with an electronic copy of sales documents and due
diligence documents that it made available to prospective purchasers during the 2015
Sales Process. The Proposal Trustee will update the data as it relates to Edwards and

intends to share it with qualified bidders who have signed a confidentiality agreement.

27. Phoenix advised the Proposal Trustee that it had contacted thirty-one (31) prospective
purchasers during the 2015 Sales Process which resulted in six (6) proposals or
expressions of interest being received. However, only one of those proposals became
an offer and that offer was unacceptable to both Strike and Waterton, as it offered very

little upﬂont cash.
STALKING HORSE ASSET PURCHASE AGREEMENT

28. As a result of extensive discussions over the period August to November 2016, the
Company has been successful in negotiating a form of asset purchase agreement with
2548304 Ontario Inc. (“254co” or the “Purchaser”), a company incorporated by

Waterton. This form of asset purchase agreement is structured as a “Stalking Horse”
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30.
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asset purchase agreement, which is subject to Court approval. This Stalking Horse
APA, as further defined below, will stand as the opening bid in a Court-approved
marketing and sales process (the “Sales Process™), to be conducted by the Proposal
Trustee on behalf of and in consultation with Strike. Both the Stalking Horse APA and

Sales Process are more fully described below.

By agreement dated as of December 6, 2016, the Purchaser submitted to Strike an offer
to purchase substantially all of the right, title and interest in Strike’s assets, properties
and undertakings in the form of an asset purchase agreement and assumption of the
obligations owing under the Waterton Loan Agreement, defined herein as the
“Stalking Horse APA”. A copy of the Stalking Hose APA is attached hereto as
Appendix “C”.

The Stalking Horse APA and underlying bid, remains subject to Court approval and a
better offer being received through the Sales Process and, if necessary, a potential

auction, as further described in the Bidding Procedures (defined below).

A summary of the key terms of the transaction contemplated by the Stalking Horse
APA includes:

e The Purchaser will acquire, on an “as is, where is” basis, substantially all of
the Company’s business and assets for the sum of (A) an amount equal to
the obligations and liabilities of the Company under the Waterton Loan
Agreement as at Closing, which is estimated to be $3.9 million, plus (B) the
value of all Priority Payables (as defined therein), which is estimated to be
$748,000 plus (C) all Cure Costs (as defined therein);

e 254c¢0’s bid will be satisfied by way of assumption of the liabilities owed
under the Waterton Loan Agreement and cash on closing to satisfy Priority
Payables and Cure Costs. All competing bidders will be required to pay the

Purchase Price in full in cash on the Closing Date; and

e The transaction contemplated thereunder is subject to the approval of the

Court and contemplates a Court Order vesting free and clear title to the
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Purchaser, subject only to permitted encumbrances, as identified in the
Stalking Horse APA.

32. The Proposal Trustee believes the process leading to the Stalking Horse APA was
reasonable given the circumstances, in particular because it establishes a floor value
that is substantially higher than the values reflected by the robust sales process

conducted by the Company and Phoenix prior to the filing of the NOI.
STALKING HORSE SALES PROCESS

33. As market conditions have improved since the time of the 2015 Sales Process the
Company is proposing to now go back to the market with Stalking Horse APA as the
base bid for Strike’s assets.

34. The Proposal Trustee has reviewed the proposed Sales Process and the Bidding
Procedures as outlined in the Crane Affidavit and believes that the Sales Process is
appropriate under the circumstances. A copy of the Bidding Procedures is attached

hereto as Appendix “D”.

35. The definition of a “Qualified Bid”* is found in the Bidding Procedures at Section 7 and

specifies, inter alia, that a qualified bid must:

i) be accompanied by a Good Faith Deposit (as defined therein) equal to at
least 10% of the offered Purchase Price;

ii) include a minimum purchase price, payable in cash, in an amount to satisfy:

= the obligations owing under the Waterton Loan Agreement accruing

through to the Closing Date;

» the obligations owing under the DIP Financing Agreement

(discussed below) accruing through to the Closing Date;
= all Priority Payables;

= all Cure Costs for any assumed contracts;
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= the Break Fee (as defined therein); and

* a Minimum Overbid Increment (as defined therein) of at least
$50,000,

and assume at least the same contracts, Permitted Liens and other
obligations assumed by the Stalking Horse Bidder in the Stalking Horse
APA (other than the Waterton Loan Agreement and the DIP Financing
Agreement, and the liens created pursuant to them, all of which may
only be assumed by the Stalking Horse Bidder and must be paid and
satisfied in full from the proceeds of the Purchase Price for any other
Bid).

The Break Fee is specified in the Stalking Horse APA as the fixed amount of $150,000.
This fee equates to approximately 3.2% of the Purchase Price (defined as the sum of
Priority Payables, Cure Costs and the obligations owing by Strike under the Waterton
Loan Agreement) being offered by 254co in the Stalking Horse APA. Waterton and
254co have incurred significant effort and expense in preparing the Staking Horse

APA, and liaising with the Company and Proposal Trustee to develop the Sales Process.

The Proposal Trustee believes that the quantum of the Good Faith Deposit, Minimum

Overbid Increment and Break Fee are reasonable under the circumstances.
A timeline of events in the Sales Process is attached hereto as Appendix “E”.

This Sales Process is transparent and will be administered by the Proposal Trustee, in
consultation with the Company. The Proposal Trustee agrees that the proposed Sales
Proce.ss is an efficient means to broadly canvass the market once again. The Sales
Process provides a forum and deadline to permit and encourage any serious alternative
bidders to come forward with improved offers, which may provide the basis for

formulation and filing of a Proposal.
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INTERIM FINANCING

40.

41.

42.

43.

Strike has depleted all of its cash reserves. The Company requires operating funds to
pay for the costs of these NOI proceedings and support the Proposal Trustee during the

Sales Process.

Waterton, as the major secured creditor holding the largest economic interest in the
outcome of these NOI proceedings, has entered into a debtor-in-possession term sheet
(the “DIP Financing Agreement”) with the Company in the amount of $588,000 (the
“DIP Funds™) to fund the professional fees and other operating expenses related to the

proposed restructuring process.

Waterton requires a priority charge against the assets of Strike in order to advance any
DIP Funds under the DIP Financing Agreement (the “DIP Charge”).

The Proposal Trustee is advised that Strike is attempting to open a new bank account
at Canadian Imperial Bank of Commerce (“CIBC™) to enable it to administer the DIP
Funds. However, CIBC is aware of certain outstanding judgements against Strike. As
a precautionary measure, should Strike not be able to safely administer the DIP Funds,
wording in respect of an alternative cash management solution has been included at
paragraph 14 of the draft Order, included at Tab 3 of the Company’s Motion Record,
empowering, but not obligating the Proposal Trustee to administer the DIP Funds on
behalf of Strike through a separate trust account(s) to be established by the Proposal

Trustee.

CASH FLOW PROJECTION

44,

Strike has prepared a projected weekly cashflow statement for the period from
December 2, 2016 to the week ending March 17, 2017 (the “1S Week Cashflow’),
attached hereto as Appendix “F”. The 15 Week Cashflow indicates that Strike is
projected to have sufficient liquidity through to the conclusion of the Sales Process to

continue operating, provided it has access to the DIP Funds.
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The Proposal Trustee has reviewed the underlying assumptions on which the 15 Week

Cashflow projection is based and believes them to be reasonable.

EXTENSION OF STAY OF PROCEEDINGS

46.

47.

48.

The initial stay of proceedings will expire on December 29, 2016. The Bid Deadline
as set out in the Bidding Procedures is February 16, 2017. Extending the stay of
proceedings by an additional 45 days to February 10, 2017 will allow Strike and the
Proposal Trustee to conduct a substantial portion of the Sales Process before returning

to Court to seek an additional extension of the stay of proceedings.

The Proposal Trustee notes that Denis Crane has suggested that a 70-day extension be
granted at paragraph 56 of the Crane Affidavit. The Proposal Trustee is advised that
as a result of discussions between Strike and Waterton that occurred subsequent to the
swearing of the Crane Affidavit, the proposed draft Order at Tab 3 of Strike’s Motion

Record seeks a 45-day extension.

Given the amount of time that has transpired during which creditors have remain unpaid
and Strike has remained inactive, the Proposal Trustee is not aware of any creditors
who would be materially prejudiced by the granting of the requested extension to the

stay of proceedings. It would be cost effective for the Court to grant this first extension

" now concurrent with the approval of the Sales Process so that the parties do not have

49.

50.

incur the additional expense of coming back to court in thirty days to obtain approval

of an extension.

Strike has acted in good faith and with due diligence in these NOI proceeding to date
and in its efforts to negotiate the Stalking Horse APA and Sales Process.

In the circumstances, the Proposal Trustee believes it is the most appropriate strategy

to maximize recovery for the benefit of all stakeholders.

PRIORITY CHARGES

51.

Strike is also seeking court approval of two separate priority charges against the

property and assets of Strike, as follows:
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i.  The DIP Charge in the amount of $588,000 to provide the funding necessary
for Strike’s operations and payment of professional fees during these NOI

proceedings; and

ii. The Administration Charge in the amount of $300,000 in favour of the
Proposal Trustee, the Company and their respective counsel as security for
the professional fees and disbursements incurred by each in connection with

these NOI proceedings.
(together referred to as the “Priority Charges™)

The Company is seeking an Administration Charge in the amount of $300,000, which
would have priority over all claims against the Company (including the DIP
Charge). The beneficiaries of the Administration Charge would be the Proposal
Trustee (including in its capacity as trustee in bankruptcy, if applicable), the Proposal
Trustee’s legal counsel (including as counsel to the trustee in bankruptcy, if applicable),
A&B and the Company’s legal counsel, Thomton Grout Finnegan LLP. For added
clarity, the Company also seeks to extend the Administration Charge to secure the fees
and disbursements of Farber as Trustee in Bankruptcy, if applicable, of the Company.

Each of the Priority Charges are common in restructuring proceedings such as this and
is, in the Proposal Trustee’s view, appropriate in the present case given the Company’s
lack of liquidity. The professionals involved in these NOI proceedings require the
benefit of a Court-ordered first ranking charge on the Company’s business and assets

to secure payment of their fees and expenses.

In addition, the Administration Charge is supported by Waterton as the existing senior

secured lender and the proposed DIP Lender.

OTHER ACTIVITIES OF THE PROPOSAL TRUSTEE

55.

On December 5, 2016, the Proposal Trustee mailed notice of the NOI to Strike’s
creditors. A copy of the notice as attached as Appendix “G”.
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56. On December 6, 2016, the Proposal Trustee e-filed the statutory cashflow with the
Official Receiver in accordance with section 50.4(2) of the BIA. A copy of the
cashflow package is attached as Appendix “H”. ‘

RECOMMENDATIONS
57. The Proposal Trustee respectfully recommends that this Honourable Court approve:

(i) the Company entering into the Stalking Horse APA for the purpose of the Sales

Process, and the terms of the transaction contemplated therein;
(1) the terms of the Sales Process;

(iii) the requested extension to extend the time within which to file a proposal with the
Official Receiver by Strike under section 62(1) of the BIA to February 10, 2017; and

(iv) the approval of the proposed Priority Charges.
All of which is respectfully submitted this 8% day of December, 2016.

A. FARBER & PARTNERS INC. IN ITS CAPACITY AS TRUSTEE

IN RE THE PROPOSAL OF STRIKE MINERALS INC.

A ot b faiton fe.
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Court File/No.: 35-2193939.
‘Estate. No.: 35-2193939

| ONTARIO
SUPERIOR COURT OF JUSTICE
(IN BANKRUPTCY AND INSOLVENCY)

F? 'THE HONOURABLE N )  TUESDAY, THE 13™
NS -.\,f\r) | | -
~ JUSTICE _ M\—“-‘-\‘ ) DAY OF DECEMBER, 2016
IN THE MATTER OF THE PROPOSAL OF
L STRIKE MINERALS INC.,
ey OF THE CITY OF LONDON

IN THE PROVINCE OF ONTARIO

ORDER |
(Re: Stalking Horse Agreement, Bidding Procedures, DIP Facility,
Priority Charges and Stay Extension)

THIS MOTION, made by Strike Minerals Inc. (the “Debtor”), pursuant to the
Barnkruptcy and Insolvency Act, R.S.C. 1985, ¢. B-3, as’ amended;(th‘e? “BIA”), was heard this day:

at 330 University Avenue, Toronto, Ontario.

ON READING the Notice of Motion, the Affidavit of Denis Crane sworn on December
6, 2016 and the Exhibits thereto (the “Crane Affidavit”) and the First Report of A. Farber &
Partners Inc., in its capacity as Proposal Trustee (in such capacity, the “Propesal Trustee™) of
the Debtor dated December 8, 2016 (the “First Report™) and on being advised that-the secured
creditors who are likely to be aﬁ‘ected by the charges created herein were given notice, and on
hearing the submissions of counsel for Debtor, counsel for the Proposal Trustee and all other
parties listed on the Counsel Slip, no ohe appearing for any other person, although duly served as
it appears from the Affidavits of Service of Roxana G. Manea sworn December 9, 2016 and

December 12, 2016;




SERVICE
1.  THIS COURT ORDERS that the time for service of this Motion, the Motion Record
herein and the First Réport is abridged and service is validated such that this Motion is propetly:

returnable today and hereby dispenses with further service thereof.

2. THIS COURT ORDERS that the E-Service, Protocol of the Commercial List (the
“Protocol”) is approved and adopted by reference herein and, in this proceeding, the service of
‘documents made in accordance with the Protoéol (which appears on the Commercial List website
at the following link:

ice-commercial/) shall,

be valid and effective service. Subject to Rule 17.05 of the Rules of Civil Procedure (the
“Rules™), this Order shall constitute an order for substituted service pursuant'to Rule 16.04 of the
Rules. Subject to Rule 3.01(d) of the Rules and paragraph 21 of the Protocol, service -of

documents in accordance with the Protocol will be effective on transmissiori.

3. THIS COURT ORDERS that the E-Service List Keeper (as defined in the Protocol) for

the purpose of this proceeding shall be the Proposal Trustee.
STALKING HORSE AGREEMENT

4, THIS COURT ORDERS that the Debtor is hereby authorized to execute, nunc pro tunc,
the Stalking Horse Agreement with 2548304 Ontario Inc; as purchaser (the “Stalking Horse
Purchaser™), provided that nothing herein approves the sale and the vesting of the assets to-the
Stalking Horse Purchaser pursuant-to the Stalking Horse Agreement and that the approval of the:

sale and vesting of such assets shall be considered by this Court on a subsequent motion made to
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this Court following completion of the sale: process pursuant to the terms of the Bidding

Procedures (defined below).
BIDDING PROCEDURES

5. THIS COURT ORDERS that the bidding procedures including the auction procedures-
in the form attached hereto as Schedule “A” (the “Bidding Procedures”).are approved. The
Debtor and the Proposal Trustee are authorized to administer the Bidding Procedures and

auction, if determined necessary, and to perform each of their obligations. thereunder.

6. THIS COURT ORDERS that, in the event the Stalking Horse Purchaser is not the
Successful Bidder (as defined in the Bidding Procedures), the Debtor is authorized and directed
to pay the Stalking Horse Purchaser the Break Fee in the amount of $150,000.00 in accordance
with the Stalking Horse Agreement and Bidding Procedures, such aniount to be paid out of the
sales proceeds dgrived from and upon completion of the Successful Bid (as defined in the

Bidding Procedures).
DIP FINANCING

7. THIS COURT ORDERS that the Debtor is hereby authorized and empowered to obtain
and borrow under one or more credit facilities (collectively, the “DIP Facility™) granted by
Waterton Global Value, L.P. (in such capacity, the “DIP Lender”) to be used for the purposes
described in thé DIP term sheet attached as Exhibit “S” to the Crane Affidavit (the “DIP Term.
Sheet”), provided that the borrowings under the DIP Facility shall not exceed the amount

specified in the DIP Term Sheet, unless permitted by further Order of this Court.




8. THIS COURT ORDERS that the DIP Facility shall be on the terms and subject to the:

conditions set forth in the DIP Term Sheet.

9. THIS COURT ORDERS that the Debtor is authorized and erpowered to execute and

deliver such credit agreements, mortgages, charges, hypothecs and security documents,

guarantees’ and other definitive documents (collectively, the “Definitive Documents™), as are

contemplated by the DIP Term Sheet or as may be reasonably required by the DIP Lender

pursuant to the terms thereof, and the Debtor is hereby authorized and directed to pay and
perform all of its indebtedness, interest, fees, liabilities and obligations to the DIP Lender under
and pursuant to the DIP Term Sheet and the Definitive Documents-as and when the same become

due and are to be performed, notwithstanding any other provision of this Order.

10.  THIS COURT ORDERS that the DIP Lender shall be entitled to the benefit of and is
hereby granted a charge (the “DIP Charge”), which shall not exceed an aggregate amount -of
$588,000.00 on the Debtor’s current and future properties, assets and undertakings of every
nature and kind whatsoever and wherever situated, including all proceeds thereof, including any
réél property of the Debtor (collectively, the “Property”). The DIP Charge shall not secure-an
obligation that exists before this Order is made. The DIP Charge shall have the priority-set out in

paragraph 17, below.

11.  THIS COURT ORDERS that, notwithstanding any other provision of this Order or the:

BIA (including sections 69 and 69.1):

(@) the DIP Lender may take such steps from time to time as it may deem necessary.or
appropriate to file, register, record or perfect the DIP Charge or any of the Definitive

Documents;




(b) upon the occurrence of an event of default under the DIP Term Sheet or the
Definitive Documents, the DIP Lender, upon three (3) business days’ notice'to the Debtor
and to the Proposal Trustee, may exercise any and all of its rights and remedies against
the Debtor or the Property under or pursuant to the DIP Term Sheet, the Definitive:
Documents. and the DIP' Charge, including; without limitation, to cease making advances
to the Debtor and set off and/or consolidate any amounts owing by the DIP Lender to the

Debtor against the obligations of the Debtor to the DIP Lender under the DIP Term Sheet,

the Definitive Documents or the DIP Charge, to make demand, accelerate payment and.

give other notices, or to applyto this Court for the appointment of a receiver, receiver and

manager or interim receiver, or for a bankruptoy order against the Debtor and for the:

appointment of a trustee in bankruptcy of the:Debtor; and.

(c) the foregoing rights and remedies of the DIP Lender shall be enforceable against:

any trustee in bankruptcy, interim receiver, receciver or receiver and manager of the

Debtor or the Property.

12. THIS COURT ORDERS AND DECLARES that that the DIP Lender shall be treated
as unaffected in any proposal filed by the Débtor under the BIA with respect to any advances

made pursuant to the DIP Term Sheet or the Définitive Documents.

13.  THIS COURT ORDERS that: (a) pending expiry of the time for filing a notice of
appeal or application for leave to appeal in respect of this Order and the disposition of any
motions to review, rescind or vary this Order, applications for-leave to.appeal or appeals from
this Order (collectively, “Challenges™), the Debtor is authorized to borrow funds under the: DIP

Facility in accordance with the DIP Term Sheet; (b) .irrespective of the dispoéitidn of any




Challenges, the DIP Lender shall have the benefit of the DIP Charge and all other provisions of
this Order in respect of all amounts so advanced; and (c) this Order is subject to provisional

execution to the extent necessary to give effect to the foregoing.
CASH MANAGEMENT

14. THIS COURT ORDERS that the Proposal Trustee is hereéby expressly empoweréed and-
authorized, but not obligated, to do the following where the Proposal Trustee considers it

necessary or desirable:

(a) to take possession of and exercise control over any and all proceeds and receipts
of the Debtor, including, but not limited to, any advances made under the DIP Facility for

and on behalf of the Debtor; and

®) to pay expenses and make disbursements for and on behalf of the Debtor from the
receipts held for and. on behalf the Debtor, including any payments on -account of the.

Charges (defined below), and repayments on account of the DIP Facility,

and, in each case where the Proposal Trustee takes any such action or steps, it:shall be authorized
and empowered to do so for and on behalf of the Debtor and subject to the direction of the.
Debtor or further Order of the Court.

15. THIS COURT ORDERS that no proceeding or enforcement process in any Court or

Tribunal shall be commenced or continued against the Proposal Trustee except with the written

consent of the Proposal Trustee or with leave of this Court.




16. THIS COURT ORDERS that all funds, monies, cheques, instruments-and other forms
of payments received or collected by the Proposal Trustee from and after the makirigt~ of this
Order from any source whatsoever, including without limitation any funds arising from. the DIP
Facility, the Stalking Horse Agreement or the Bidding Procedure; shall be deposited into one or
more new accounts to be opened by the Proposal Trustee (the “Post Filing Accounts™) and the
money standing to the credit of such Post Filing Accounts from time to time, net of any
disbursements provided for herein, shall be held by the Proposal Trusteeto be paid in accordance-

with the terms of this Order or any further Order of this Court.

17.  THIS COURT ORDERS that the Proposal Trustee shall incur no liability or obligation
as a result of carrying out the provisions of this Order, save and except for any gross negligence
or willful misconduct on its part, or in respect of its obligations undeér Sections'81:4(5) or 81.6(3)
bf the BIA or under the 'Wage-Eafnar Protection Act. N:othing.'in this Order shaJI fdero gate from

the protections afforded by Section 14.06 of the BIA or any other applicable legislation.
ADMINISTRATION CHARGE

18. THIS COURT ORDERS that counsel to the Debtor, the Proposal Trustee and counsel 1o
the Proposal Trustee shall be paid their reasonable fees and disbursements, in each case at their
standard rates and charges, by the Debtor as part of the costs of these proceedings. The Debtor is

authorized and directed to pay the accounts of counsel for the Debtor, the Proposal Trustee and

counsel for the Proposal Trustee.

19.  THIS COURT ORDERS that the Proposal Trustee and its legal counsel shall pass théir

accounts from time to time, and for this purpose: the accounts of ‘the Proposal Trustee and its




legal counsel are hereby referred to a judge of the Commercial List of the Ontario ‘Superior Court

of Justice.

20. THIS COURT ORDERS that the Proposal Trustee (including in its capacity as trustee
in ‘bankruptcy, if applicable), counsel to the Proposal Trustee (including in its capacity counsel to
as trustee in banquptc‘y,if applicable) and counsel to the Debtor shall be entitled to, the benefit-of
and are granted a charge (the “Administration Charge™) on the Property, which charge shall not
exceed an aggregate amount of $300,000.00, as security for their professional fees -and
disbursements incurred at their standard rates and charges, both before and after the Debtor filing
its NOI under the BIA and the making of this Order in respect of these proceedings. The

Administration Charge shall have the priority set out in paragraph 17 below.
VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

21. THIS COURT ORDERS that the priorities of the DIP Charge and the Administration

Charge (collectively, the “Charges™), as among them, shall be as follows:
(a)  First —'the Administration Charge (to the maximum amount of $300,000.00); and
() ~ Second — the DIP Charge (to the maximum amount of $588,000.00).

22. THIS COURT ORDERS that the filing, registration or perfection of the Charges shall
not be required, and that the Charges shall be valid and enforceable for all purposes, ‘including as
against any right, title or interest filed, registered, recorded or perfected subsequent to the
Charges comingv nto .existen'c,eg notwithstanding any such. failure to file, register, record or

perfect.




23. THIS COURT ORDERS that each of the Charges shall constitute a charge on the
Property and such Charges shall rank in priority fo all other security interests, trusts, liens,
charges and encumbrances and claims of secured creditors, statutory or otherwise (collectively,
“Encumbrances™); in favour of any individual, firm, corporation, governmental body or agency
(except statutory deemed trusts that, at law, rank in priority to all other charges), or any other

entities (all of the foregoing, collectively being “Persons” and each being a “Person™).

24, THIS COURT ORDERS that, except as otherwise expressly provided for herein or ‘as

may be approved by this Court, the Debtor shall not grant-any Encumbrances over any Property

that ranks in priority to, or pari passu with, any of the Charges, unless the Debtor also obtains-the
prior written consent of the Proposal Trustee, the DIP Lender and the beneficiaries of the

Administration Charge, or further Order of this Court.

25. THIS COURT ORDERS that the Charges, the DIP Term Sheet and the Definitive
Documents shall not be rendered invalid or unenforceable and the rights and remedies of the
chargees entitled to the benefit of the Charges (collectively, the “Chargees™) and/or the DIP
I;énder‘thereunde,r shall not otherwise be limited or impaired in-any way by: (i) the pendency of
these proceedings and the declarations of insolvency made herein; (ii) any application(s) for
Bankruptcy order(s) issued pursuant to the BIA, or any bankruptcy order ‘madc pursuant to such.
applications; (iii) the filing or deemed filing of any assignments for the general benefit of
creditors made pursuant to the BIA; (iv) the provisions of any federal -or provincial statutes; or
(v) any negative éoyenants, prohibitions or other similar provisions with respect to borrowings;

incurring debt or the creation of Encumbrances, contained in-any existing loan documents; lease,
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sublease, offer to lease or other agreement (collectively, an “Agree‘ment”_) which binds ‘the

Debtor, and notwithstanding any provision to the contrary in any Agreement:

(a) neither the creation of the Charges nor the execution, delivery, perfection,
registration or performance of the DIP Term Sheet, or the Definitive Documents shall
create or be deemed to constitute a breach by the Debtor of any Agreement to which it is

a party;

®) none of the Chargees shall have any liability to any Person whatsoever as a result
of any breach of any Agrcement caused by or resulting from the Débtor entering into the
DIP Term Sheet, the creation of the Charges, or the execution, delivery or performance of

the Definitive Documents; and

(c)  the payments made by the Debtor pursuant to this Order, the DIP Term Sheet or
the Definitive Documents, and the granting of the Charges, do not and will not constitute
preferences, fraudulent conveyances, transfers at undervalue, oppressive conduct, or other

challengeable or voidable transactions under any applicable law.
EXTENSION OF PROPOSAL PERIOD

26. THIS COURT ORDERS that, pursuant to subsection 50.4(9) of the BIA, the time for
filing a proposal with the Official Receiver in the proceedings of the Debtor, including the stay of

proceedings, is extended to and including February 10, 2017.

GENERAL
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27.  THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada or in the United States, to give
effect to this Order and to assist the Debtor, the Proposal Trustee and their respective agents in
carrying out the terms of this Order. All courts, tribunals, regulatory and administrative bodies
are hereby respectfully requested to make such orders and to provide such assistance to the
Debtor and to the Proposal Trustee, as an officer of this Court, as may be necessary or desirable
to give effect to this Order, to grant representative status to the Proposal Trustee in any foreign
proceeding, or to assist the Dcbtor and the Proposal Trustee and their respective agents in

carrying out the terms of this Order.

28. THIS COURT ORDERS that each of the Debtor and the Proposal Trustee be at liberty
and is authorized and empowered to apply to any court, tribunal, regulatory or administrative
body, wherever located, for the recognition of this Order and for assistance in carrying out the
terms of this Order, and that the Proposal Trustee is authorized and empowered to-act as a

representative in respect of the within proceedings for the purpose of having these proceedings

recognized in a jurisdiction outside Canada. @ l
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SCHEDULE “A”
BIDDING PROCEDURES




nRY

BIDDING PROCEDURES

WHEREAS A. Farber & Partners. Inc. (“Farber” or the “Proposal Trustee”), as
proposal trustee to Strike Minerals Inc, (“Strike”), in consultation with Strike, has
commenced a sales process (the “Sales Process”) with the goal of selling all or'substantially
all of the property, assets and undeftakings of Strike (collectively, the “Purchased Assets”
and the consummation of a trarisaction for the sale of the. Purchased Assets, the “Sale”) in
the context of Strikes proposal proceedings under the Bankruptcy and Insolvency Act, R.S: C.
1985 ¢ B-3 (the “BIA”");

AND WHEREAS Strike has filed a Notice of Intention to Make a Proposal pursuant
to section 50.4 of the BIA and Farber was appointed as Proposal Trustee;

AND WHEREAS Strike has entered into an asset purchase agreement for the
‘Purchased Assets with 2548304 Ontario Inc. (the “Stalking Horse Bidder”) dated December
®, 2016 (the “Stalking Horse Agreement”);

AND WHEREAS the parties to the Stalking Horse Agreement have agreed therein
to comply with these bidding procedures;

AND WHEREAS Farber together with its advisors, in consultation with Strike and
its advisors, have established these bidding procedures for the selicitation of competing
offers or proposals (each a “Bid”) for the acquisition of the Purchased Assets;

AND WHEREAS by order dated [December 13], 2016, the Honourable ® Justice ® of
the Ontario Superior Court of Justice (Commercial List) (the “Court”) issued an order,
among other things, approving and accepting, (a) these bidding procedures (these “Bidding
Procedures”); and (b) the Stalking Horse Agreement (the “Bidding Procedures Order”).

NOW THEREFORE, these Bidding Procedures shall govern the proposed Sale
pursuant to a Bid and the Sales Process relating to all Bids for the Purchased Assets,
including the Bid contemplated by the Stalking Horse Agreement.

1. Any reference to the actions to be taken by Strike or Farber, shall be permitted to be
in consultation with their respective counsel and advisors.

2. Assets for Sale

Farber, with the assistance of Strike, is- soliciting competing offers for all of the
Purchased Assets.

Any party that wishes to submit a proposal pursuant to the BIA or otherwise

structure a sale of assets as a proposal (a “Proposal”) may do so, provided such Proposal
provides for the Minimum Payments provided for in section 7(i) hereof.

6652254 v3




3. Bidding Deadlines

All Bids must be submitted in accordance with the terms of these Bidding
Procedures so that they are actually received no later than 5:00 p.m. (Toronto ‘time) on
February 16, 2017 (the “Bid Deadline”) to the following address:

Strike Minerals Inc.

c/o A. Farber & Parters Inc.
150 York Street

Suite 1600

Toronto, ON M5H 355

Tel: 416-496-0150
Fax: 1415-496-3839

At Paul J. Denton
Tel: 416-496-3773
Email: pdenton@farberfinancial.com

Subject to section 19 below, a Bid received after the Bid Deadline shall not constitute
a Qualified Bid (as defined below).

4. Defined Terms:

As used in these Bidding Procedures; capitalized terms not Otherwise defined in
these Bidding Procedures have the corresponding meanings given to them in the Stalking
Horse Agreement In addition to the terms defined elsewhere in these Bidding Procedures,
as used in these Bidding Procedures, the following terms have the corresponding meanings
given to them:

“Break Fee” means $150,000.

“Cure Costs” means, in respect of any Assumed Contract which is not assignable in
whole or in part without the consent, approval or waiver of the party or parties
thereto (other than Strike), all amounts owing as at the closing of the Sale by Strike
pursuant to such Assumed Contract and all amounts required to be paid to cure any
monetary defaults thereunder, if any, required to effect an assignment thereof from
Strike to the Successful Bidder (as defined below), together with any fee or other
monetary corncession approved by the Successful Bidder and granted in connection
with obtaining any assignment order of the Ontario Superior Court of Justice
(Commercial List) for such Assumed Contract, including all administrative fees and
counsel fees of the counterparties required to be paid to obtain such assignment
order.

“DIP Financing Agreement” means an agreement to be entered into between
Waterton Global Value, L.P., as lender, (“Waterton Global”) and Strike, as borrower,
and approved by a Court authorizing a super-priority credit facility provided to
Strike by Waterton Global.
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“Priority Payables” means any and all amounts and claims which fank in priority to the
interest of Waterton Global pursuant to the Waterton Credit Agreement as listed in
Schedule 8.2{(c)(v) of the Stalking Horse Agreement.

“Waterton Credit Agreement” means the senior secured gold stream credit agreement
~dated February 21, 2012 between Strike, as borrower, the guarantors from time to time party
thereto, as guarantors, and Waterton Global Value (Luxembourg) S.A.R.L., as lender, as
such agreement was assigned by Waterton Global Value: (Luxembourg) S.ARL to
Waterton Global Value, L.P.

5. Confidentiality

Bids may only be made if an interested party has executed ‘a mon-disclosure
agreement (an “NDA”) in form and substance acceptable to Farber. Interested bidders
requesting information about the qualification-and due d111gence process, mcludmg acopy
of the NDA, should contact Farber, Attn: Paul Denton at telephone (416) 496-3773 or email
at pdenton@farberfinancial.com.

6. Access to Due Diligence Materials

Only bidders that have executed an NDA are eligible to receive ‘access to due-
diligence materials and additional non-public information. Strike and Farber will establish
a virtual data room. containing information relevant to the Sales Process and will make
representatives available to respond to additional information requests from bidders who
have signed an NDA. The data room will contain a copy of the Stalking Horse Agreement.
Strike and Farber and theit counsel and advisors are not responsible for, and bear no
liability with respect to, any information obtained by any bidder in connection with the
Sales Process, whether contained in the data room or othérwise.

A bidder’s access to the virtual data room and eligibility to receive due diligence
~ materials and other non-public information shall terminaté upon the earliest of the
following events to occur: (a) such bidder does not submit a Bid by the: Bid Deadline; (b)
such bidder is determined by Farber, in consultation with Strike, not to be a Qualified
Bidder; (c) such bidder does not participate in the Auction (as defined below); or (d) at the
conclusion of the Auction. Notwithstanding that a bidder’s access to such information may
continue until the end of the Auction, neither Strike nor Farber shall be-obligated to furnish
any further due diligence materials or non-public information ‘after the Bid Deadline.
Without limiting any term or condition of the NDA, upon termination of access to the
virtual data room and eligibility to receive due diligence materials, each bidder must return
to Farber or permanently delete or destroy any and all copies of the due diligence materials
and other non-public informatien and any and all presentations, summaries, docurments or
other materials that contain or are based upon or derived from such due. diligence materials
and other non-public information, WIthout retammg any copies thereof.

7. Determination of Qualified Bids

To participate in the Auction a bidder must submit a Bid prior to the Bid Deadline,
which Bid must satisfy each of the following conditions (as determined by Farber, in
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consultation with Strike, a “Qualified Bid” and each entity that has submitted a Qualified
Bid being, a “Qualified Bidder”):

@)

(b)

(d)

(6

(8)

6652254 v

Identification of Bidder. The bidder and thé representatives thereof who are
authorized to appear and act on behalf of the bidder for all purposes
regarding the Sale have been identified in the Bid.

Written Submission of Modified APA and Commitment to Close: The Bid
must include an executed form of the Stalking Horse Agreement with such
changes to the Stalking Horse Agreement as are requested by the bidder
(each, a “Modified APA”) together with a blackline of the Modified APA
against the Stalking Horse Agreement and a written and biriding
commitment to consummate the transaction on the terms and conditions set
forth therein. A template including footnotes detailing changes to'the form
of the Stalking Horse Agreement required to be made by the bidder for
purposes of the Modified APA will be made available to-each bidder.

Irrevocable. The Bid must be irrevocable until:

@) if such Bid is not selected as the Successful Bid (as herein defined), the
day following the completion of the Auction; and

(i) if such Bid is selected as the Successful Bid, March 15, 2017.

Contingencies. Neither the Bid nor the Modified APA shall contain any
conditions. relating to obtaining financing, any board, shareholder or other
internal approval, material adverse effects or the outcome of any due
diligence investigations.

Proof of Financial Ability to Perform. The Bid identifies the actual ‘bidder
and ‘its owners (including beneficial owners, if any) and ultimate parent

. company and contains written evidence upon which Farber and Strike may

reasonably conclude that the bidder has the necessary financial ability to
close the contemplated transaction and provide adequate assurance of
petformance of all obligations to be assumed in such contemplated
transaction. Such information shall include, among other things, financial
statements for the most recently completed fiscal period of the bidder and its
owners, provided, however, that Farber and Strike may determine; in their
reasonable discretion, whether written évidence of such financial
wherewithal other than current financial statements is reasonably acceptable,
and shall not unreasonably withhold acceptance of such other evidence..

Proof of Authorization. The Bid provides proof of necessary board,
shareholder or other necessary corporate authorizations approving the Bid.

No Fees Pavable to Qualified Bidder. The Bid does not request or require,
nor shall it be conditional upon, payment of any break or termination fee,
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expense reimbursement, or similar type of payment other than the Break Fee
due to the Stalking Horse Bidder pursuant to the Stalking Horse Agreement.

()  Good Faith Deposit. The Bid is accompanied by a cash deposit (the “Good
Faith Deposit”) in an amount equal to. at least 10% .of the Purchase Price,
which shall be paid to counsel for Farber, at or before the Bid Deadline,
which Good Faith Deposit shall be held in trust in accordance with these
Bidding Procedures.

(i) Minimum Bid. The Modified APA shall provide that the bidder would:

(a) include a minimum purchase price (the “Purchase Price”), payable in
cash in an amount necessary to satisfy the folIowmg

@) the obligations owing under the Waterton Credit' Agreement
accruing through to the Closing Date;

(i)  the obligations. owing under the DIP Financing Agreement
accruing through to the Closing Date;

(iif)  all Priority Payables;

(iv)  Cure Costs for any Assumed Contracts;

v) the Break Fee; and

(vij  Minimum Overbid Increment of at least $50,000; and

(b) assume at least the same contracts, Permitted Liens and other
obligations assumed by the Stalking Horse Bidder in. the Stalking
Horse Agreement (other than the Waterton Credit Agreement and the
DIP Financing Agreement, and the liens created pursuant to them, all
of which may only be assumed by the Stalking Horse Bidder and

- must be paid and satisfied in full from the proceeds of the Purchase
Price for any other Bid), or provide equivalent FMV in respect of the
assumption of such contracts, Permitted Liens-and other obhgauons,
as-determined by the Proposal Trustee applying standard valuation
techniques.

8. Due Diligence from Bidders

Each bidder shall comply with all reasonable requests for additional information by
Farber regarding such bidder and its contemplated transaction and to seek -clarification in
respect of any Bids which are submitted. Failure by a bidder to.comply with requests for
additional information will be a basis for Farber to determine that the bidder is not a
Qualified Bidder.
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9. Stalking Horse Bidder

For greater certainty, the Stalking Horse Bidder is and is deemed to be a Qualified
Bidder and the Stalking Horse Agreement is and is deemed to bea Qualified Bid for all
purposes in connection with these Bidding Procedures, the Auction.and the ‘Sale. The
Stalking Horse Bidder shall have access to the virtual data room as contemiplated in section
6.

10. Determination of Qualified Bidder

Farber shall, in consultation with Strike; review all Bids submitted in accordance
with these Bidding Procedures and shall notify all bidders with respect to whether they are
a Qualified Bidder as soon as practicable after the Bid Deadline. The identity of all bidders
and Qualified Bidders (other than the Stalking Horse Bidder) will be kept confidential by
Farber and Strike until two (2) days prior to- the ‘commencement of ‘the Auction, at which
time the identity of all Qualified Bidders participating in the Auction will be revealed to.all
other Qualified Bidders. At such time, copies.of all Bids determined to be Qualified Bids
shall be provided to each of ‘the Qualified Bidders, including for greater certainty, the
Stalking Horse Bidder.

11.  Bidding Procedures

Farber and Strike shall: (a) coordinate the efforts of bidders in conducting their due-
diligence investigations; (b) receive Bids and determine whether a bidder is a Qualified
Bidder in accordance with these Bidding Procedures; and (c) seek clarification of and
negotiate Bids made in accordance with these Bidding Procedures to purchase the
Purchased Assets. ‘

12. Auction

If at least one Bid (other than the Stalking Horse Bid) is received by the Bid Deadline
" and is determined to be a Qualified Bid, Farber shall conduct an auction (the “Auction”) to
determine the highest and/ or best Bid with respect to the Purchased Assets:

If no Bid is received by the Bid Deadline (other than the Stalking Horse Bid), or if no
Bid received by the Bid Deadline is determined to be a Qualified Bid, then no Auction shall
take place, the Stalking Horse Bidder shall be declared the Successful Bidder: (as defined
below), and the Proposal Trustee shall promptly seek an order of the Court (the “Approval
and Vesting Order”) approving the Sale transaction and vesting the Purchased Assets in the
Stalking Horse Bidder.

If it takes place, the Auction shall be conducted according to the following
procedures:

(@)  Commencement, The Auction shall commence on February 21, 2017, at 11:00
a.m. (Toronto Time) at the offices of Farber. Farber shall direct and preside
‘over the Auction.
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(b)

()

)
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7.

Qualified Bidders Only., Only a Qualifiéd Bidder that has submitted a
Qualified Bid, its representatives and advisors are eligible to participate at
the Auction. For greater certainty, the Stalking Horse Bidder is a Qualified
Bidder and eligible to participate at the Auction.

Negotiating Authority. All representatives.of ‘the Qualified Bidders shall
represent to Farber that they have authority to submit and negotiate binding
Bids at the Auction. ’

Opening Bid. During the Auction, the bidding shall begin with the highest
and/or best Qualified Bid (the “Opening Bid”) and each subsequent round
of bidding shall continue in ‘minimum increments of at least the: Minimum
Overbid Increment (as defined below).

Cash. All Bids (other than the Stalking Horse Bid) and Overbids (as defined
below) shall be on a cash basis only.

Determination of Opening Bid. The determination of which Qualified Bid
constitutes the Opening Bid shall by undertaken by Farber, acting
reasonably, in its sole capacity. '

Open Bidding. All Overbids shall be fully disclosed to -all other Qualified
Bidders thatare participating in the Auction.

Record of Auction. Farber shall maintaina record of the Opening Bid. and all
Overbids made and announced at the Auction.

Overbids. An “Overbid” is any Bid made at the Auction subsequent to
Farber’s announcement of the Opening Bid. To submit an Overbid, in any
round of the Auction, a Qualified Bidder must comply with the following
conditions:

Minimum. Overbid Increment. Any Overbid shall be made in cash
increments of at least $50,000 or such loweér amount as Farber may
determine in order to facilitate the Auction (the “Minimum Overbid
Increment”).

Remaining terms are the same as for Qualified Bids. Except.as modified
herein, an Overbid must comply with the conditions for'a Qualified
Bid set forth above, provided, however, that the Bid Deadline shall
not apply. Only the Successful Bidder from the Auction will be
required to pay an additional Good Faith Deposit equal to-10% of the
difference between the initial Qualified Bid and the increased
Purchase Price after the completion of the Auction.

Break Fee. Farber shall credit the amount of the Break Fee provided in the

Stalking Horse Agreement to each and every Overbid submitted by the
Stalking Horse Bidder at the Auction, meaning that if the Stalking Horse
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Bidder’s subsequent Overbid is the then highest and/or best Overbid at the
Auction, any subsequent Overbid must exceed the Stalking Horse Bidder’s
Overbid by the amount of the Break Fee' plus the Mmlmum Overbid:
Increment.

Financial Conifort. To the extent not previously provided, a Qualified Bidder
submitting an Overbid must, at the request of Farber submit, as part of its
Overbid, written evidence (in the form ‘of financial disclosure or credit
quality support information or enhancement acceptable to Farber in their
reasonable business judgment) demonstrating such Qualified Bidder’s ability
to close the transaction proposed by such Overbid.

Announcing Overbids. At the end of each round ‘of bidding, Farber shall
announce the identity of the leading Quahfmd Bidder-and provide details of
the material terms of the then highest and/or best Overbid.

Consideration of Overbids. Farber shall have the right, in its reasonable
business judgment, to make one or more adjournments in the Auction to,
among other things, (i) facilitate discussions with individual Qualified
Bidders, (11) allow individual Qualified Bidders to consider how they wish to
proceed, and (iii) consider and determine the current highest and/or best
Overbid at any given time during the:Auction.

Failure to Bid. If at'the end of any round 'of bidding a Qualified Bidder fails
to submit an. Overbid for that round of bidding, then such Qualified Bidder
shall not be entitled to continue to participate in the next round of the
Auction.

Additional Procedures. Farber may adopt other procedural rules for the
conduct of the Auction at or prior to the Auction that will better promote the
goals of the Auction and thatare not inconsistent with any of the provisions
of these Bidding Procedures, provided that all such ‘other rules are
communicated to each Qualified Bidder simultaneously and as soon as
practicablé and that no such other procedural rules shall (i) change the
requirement that all Qualified Bidders (that have not failed to make an
Overbid in a prior round of bidding) shall be entitled to be present for all
bidding, or (ii) waive the requirement that all Bids and Qualified Bids.must
comply with the requirements of sectiori 7 in order to becomie or remain a

Qualified Bid.

Closing the Auction. Upon conclusion of the bidding, Farber, in consultation
with Strike, shall (i) immediately review the final Overbid of each Qualified
Bidder on the basis of financial and contractual terins and the factors relevant
to the Sale Process, including those factors affecting the ‘speed and certainty
of consummating the proposed Sale, and (ii) identify the highest and/or best
Overbid or Opening Bid (the “Successful Bid” and the entity or entities
submitting such Successful Bid, the “Successful Bidder”), and advise the
Qualified Bidders of such determination.




13.  Sale/Proposal hearing

A hearing to approve the Sale or a Proposal to the Successful Bidder shall be
conducted by the Court within seven business days following the selection of the Successful
Bidder, subject to Court availability.

14.  Acceptance of Successful Bid

Strike (with the assistance of the Proposal Trustee) shall complete the Sale
transaction with the Successful Bidder following the issuance of the Approval and Vesting
Order by the Court. Strike and the Proposal Trustee will be deemed to have accepted a
Successful Bid only when the Successful Bid has been approved by the Court. ‘

15. Break Fee

In the event the Stalking Horse Bidder is not the Successful Bidder, in accordance
with the terms of the Stalking Horse Agreement, the Stalking Horse Agreement shall not be
consummated but the Break Fee shall be paid to the Stalking Horse Bidder from the
proceeds received upon closing the Successful Bid. No other expense shall be paid to the
Stalking Horse Bidder.

16. “AsIs, Where Is”

The Sale pursuant to these Bidding Procedures shall be ornran “as is, where is” basis
and without représentations or warranties of any kind, nature; or description by Strike or
Farber save and except to the extent set forth in the Stalking Horse Agreement or the
purchase agreement of the Successful Bidder. Each Qualified Bidder shall be deemed to
acknowledge and represent that it has had an opportunity to conduct any and all due
diligence regarding the Purchased. Assets prior to making its Bid, that it has'relied solely on
its own independent review, investigation, and/or inspection of any documents and/or the
Purchased Assets in making its Bid, and that it did not rely on any written or oral
" statements, representations, promises, warranties, conditions. or guaranties whatsoever,
whether express, implied, by operation of law or otherwise, regarding the Purchased Assets,
or the completeness of any information provided in connection therewith or at the ‘Auction,
except as expressly stated in these Bidding Procedures or (a):as to the Stalking Horsé Bidder,
the terms of the Sale shall be set forth in the Stalking Horse Agreement, or (b) as to the
Successful Bidder (if not the Stalking Horse Bidder), the terms of the Sale shall be set forth in

the purchase agreement of the Successful Bidder.

17.  Free Of Any And All Encumbrances
Except as otherwise provided pursuant to the purchase agreement of the Successful

Bidder accepted by Strike, all of Strike’s right, title, and interest in and to the Purchased
Assets subject theretoshall be sold free and clear of all Liens (as defined. in Stalking Horse

Agreement), other than any permitted encumbrances set forth in such purchase agreement

other than as provided for in the Approval and Vesting Order.

6652354 v3
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18.  Return or Application of Good Faith Deposit

Good Faith Deposits of all bidders shall be held by Farber's counsel in trust in a
separate non-interest bearing account or'escrow. Good Faith Deposits of all bidders who
are determined not to be Qualified Bidders shall be returned to such bidders as soon as
practicable following such determination. Good Faith Deposits ‘of all Qualified Bidders,
other than the Successful Bidder, shall be returned to such Qualified Bidders as:soon as:
practical after the selection of the Successful Bidder. The Good Faith Deposit of the
Successful Bidder shall be held by Farber and applied to the purchase price .of ‘such
transaction at Closing or-otherwise dealt with in accordance with the terms of the purchase
agreement with the Successful Bidder.

19. Modifications and Reservations

Other than as provided for in section 12(0), these Bidding Procedures may only be
modified or amended with the express written consent of the Proposal Trustee and the
Stalking Horse Bidder.
20. Currency

All references to currency in these Bidding Procedures are references to Canadian
dollars.

6652254 v3
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ONTARIO
SUPERIOR COURT OF JUSTICE
(BANKRUPTCY AND INSOLVENCY)

IN THE MATTER OF THE PROPOSAL
OF STRIKE MINERALS INC.

A. FARBER & PARTNERS INC.
SECOND REPORT OF THE PROPOSAL TRUSTEE

February 6, 2017
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INTRODUCTION

1.

On November 29, 2016, Strike Minerals Inc. (“Strike” or the “Company”) filed a
Notice of Intention to Make a Proposal (an “NOI”) under Section 50.4 of the
Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the “BIA”), and A.
Farber & Partners Inc. (“Farber”) was appointed as proposal trustee in the Company’s

NOI proceedings (in such capacity, the “Proposal Trustee”).

On December 8, 2016, Farber filed its first report (the “First Report”) with the Court

in support of Strike’s motion returnable December 13, 2016 to obtain Court approval

of, inter alia:

i) the bidding procedures with respect to a stalking horse sales and marketing

process (the “Bidding Procedures”);
i1) a DIP Charge; and
iif) an Administration Charge (as defined therein).
A copy of the First Report, without appendices, is attached hereto as Appendix “A”.

On December 13, 2016, The Honourable Mr. Justice Penny issued an Order (the
“Sales Process Approval Order”) wherein the Court approved:

i) the Bidding Procedures;

if) the DIP Charge in favour of the DIP Lender in an aggregate amount of
$588,000;

iii) the Administration Charge to an aggregate amount of $300,000; and

iv) an extension of the time period for filing a proposal with the Official Receiver

to and including February 10, 2017.

The Sales Process Approval Order is attached hereto as Appendix “B”.
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PURPOSE OF THIS REPORT

4. The purposes of this second report of the Proposal Trustee (the “Second Report”) are

to:

a) report to the Court on the Proposal Trustee’s activities since the First Report; and
b) provide the Proposal Trustee’s support for an Order as requested by Strike:

1) approving a proposed 45 day extension to March 27, 2017 for the filing of
Strike’s Proposal pursuant to the BIA,

if) approving this Second Report and the activities of the Proposal Trustee set

out herein;

iii) approving the fees and disbursements of the Proposal Trustee and its legal
counsel, Aird & Berlis LLP (“A&B”), as set out in the Affidavit of Peter
Crawley of Farber sworn on February 2, 2017 (the “Crawley Affidavit”)
and the Affidavit of Aaron Collins of A&B swom on January 31, 2017 (the
“Collins Affidavit™); and

iv) such other relief as this Honourable Court deems appropriate.
- DISCLAIMER

5. The Proposal Trustee has relied upon the financial records and information provided
by the Company. The Proposal Trustee has not independently audited, reviewed, or
otherwise attempted to verify the accuracy or completeness of such information.
Accordingly, the Proposal Trustee expresses no opinion or other form of assurance with
respect to the information contained in this Second Report. The Proposal Trustee
assumes no responsibility or liability for any loss or damage incurred by or caused to
any person or entity as a result of the circulation, publication, re-production or use of
or reliance upon this Second Report or for any use which any person or entity makes
of this Second Report, or any reliance on or a decision made based upon this Second

Report, other than for the express purposes as set out in this Second Report.
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. Unless otherwise stated herein, all references to dollars are in Canadian currency.

. Capitalized terms not defined in this report are as defined in either the First Report or

the Sales Process Approval Order.

. Pursuant to the E-Service Protocol of the Commercial List, which the Court has

approved the Company to adopt in these NOI proceedings, a copy of this Second Report
and all other Court materials, Orders and Endorsements issued in these proceedings
are, and will be, available on the Proposal Trustee’s website at:

http://www.farberfinancial.com/insolvency-engagements/strike-minerals-inc.

ACTIVITIES OF THE PROPSAL TRUSTEE

9. Upon issuance of the Sales Process Approval Order the Proposal Trustee began

marketing the assets, properties and undertakings of Strike for sale by:

1) Preparing a non-confidential information teaser and a confidential information
memorandum, each of which were reviewed and approved by Strike’s

management;

ii) Placing an advertisement in the National Post (appearing in the December 16,
2016 edition);

iii) Posting the information teaser, confidentiality agreement, Bidding Procedures

and the Stalking Horse APA on its website;

iv) Emailing the information teaser to fifty-five (55) people across forty-nine (49)

~ organizations in the mining industry;

V) Establishing a secure online virtual data room and providing access to those
interested parties that provided a signed confidentiality agreement to conduct

due diligence on Strike and its assets; and



http://www.farberfinancial.com/insolvencv-engagements/strike-minerals-inc

10.

11.

12.

13.

14.

15.

Page5

vi) Placing an on-line advertisement with Northern Miner for a two week period

from January 11% to 26%, appearing on the www.NortherMiner.ca webpage and

in Northern Miner’s daily and weekly e-newsletters over that period.

On January 16, 2017, the Proposal Trustee sent follow-up emails to thirty-nine (39) of
the prospective purchasers, who had not responded to the initial notification, to invite

them to participate in the sales process.

From the date of the Sales Process Approval Order the Proposal Trustee has facilitated
the negotiation and finalization of confidentiality agreements and provided access to
the secure online data room to those parties that provided signed copies of same to the

Proposal Trustee.

The Proposal Trustee has maintained a list of those parties contacted to date and their

respective responses.

The Proposal Trustee has been reporting to various key stakeholders as required

throughout the Sales Process.

The Proposal Trustee assisted Strike with opening a new bank account at the Canadian
Imperial Bank of Commerce (“CIBC”) in order to receive and disburse the DIP Funds,

as discussed below.

The Proposal Trustee has monitored Strike’s cash position and disbursements.

EXTENSION OF STAY OF PROCEEDINGS

16.

The initial stay of proceedings expired on December 29, 2016. The Bid Deadline as
set out in the Bidding Procedures is February 16, 2017. The Court extended the stay
of proceedings by an additional 45 days to February 10, 2017 pursuant to the Sales
Process Approval Order to allow Strike and the Proposal Trustee to conduct a
substantial portion of the Sales Process before returning to Court to seek an additional

extension of the stay of proceedings.



http://www.NortherMiner.ca

17.

18.

19.

20.
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A further 45 day extension to the stay of proceedings to March 27, 2017 (the
“Extension Period”) is required to allow Strike and the Proposal Trustee to complete
the Sales Process. The timetable for the Sales Process contemplafed having a sale
closed by March 17, 2017. The requested extension to the Extension Period will

provide a one week cushion to close a sale.

The Proposal Trustee is not aware of any creditors who would be materially prejudiced

by the granting of the requested extension to the Extension Period.
Strike has acted in good faith and with due diligence in these NOI proceeding to date.

In the circumstances, the Proposal Trustee continues to believe that this is the most

appropriate strategy to maximize recovery for the benefit of all stakeholders.

RECEIPTS AND DISBURSEMENTS

21.

22.

23.

Strike obtained Court approval to obtain DIP Funds of up to $588,000, as per the terms
of the Sales Process Approval Order. As of the date of this Second Report, Strike has
obtained on advance of $156,000 from Waterton, the DIP Lender. Attached as
Appendix “C” is the Interim Statement of Receipts and Disbursements as at January

31, 2017.

The Proposal Trustee has been monitoring the activity in Strike’s bank account against
Strike’s 15 Week Cashflow as found in the First Report. There have not been any

material adverse changes in Strike’s situation.

As reported in the First Report, the Proposal Trustee was aware of certain outstanding
judgements against Strike and considered the need to establish its own trust account
for the specific purpose of administering Strike’s DIP Funds as an alternative cash
management solution. However, CIBC provided the Proposal Trustee with assurances
that it recognized the stay of proceedings and, therefore, an alternate cash management

solution was not required.
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CASHFLOW

24. Attached as Appendix “D” is Strike’s updated cashflow projection to the end of the

Extension Period.

25. The DIP Charge amount of $588,000 remains appropriate and no change to this

amount is being requested at this time.

FEES AND DISBURSEMENTS OF THE PROPOSAL TRUSTEE AND ITS
LEGAL COUNSEL

26. As set out in the Crawley Affidavit attached as Appendix “E”, for the period July 4,
2016 to December 31, 2016 the Proposal Trustee has expended 175.8 hours,
amounting to fees of $80,733.00 and disbursements of $1,054.80 (before H.S.T.).

27. As set out in the Collins Affidavit, attached as Appendix “F”, for the period July 14,
2016, to January 18, 2017, A&B, independent legal counsel for the Proposal Trustee,
has expended 98.0 hours, amounting to fees and disbursements of $59,383.06
(including H.S.T.).

RECOMMENDATIONS

28. The Proposal Trustee recommends, for those reasons herein stated, that this

Honourable Court grant the relief requested herein at paragraph 4(b).
All of which is respectfully submitted this 6® day of February, 2017.

A. FARBER & PARTNERS INC. IN ITS CAPACITY AS TRUSTEE
IN RE THE PROPOSAL OF STRIKE MINERALS INC.

A ot A0 L.




Tab D



Court File No,: 35-2193939
Estate No.: 35-2193939

ONTARIO
SUPERIOR COURT OF JUSTICE
(IN BANKRUPTCY AND INSOLVENCY)

THE HONOURABLE ) THURSDAY, THE 9™
)

< )
JUSTICE _ %4 (NE // ) DAY OF FEBRUARY, 2017

.

IN THE MATTER OF THE PROPOSAL OF
STRIKE MINERALS INC,,
OF THE CITY OF LONDON,
IN THE PROVINCE OF ONTARIO

ORDER
(Re: Fee Approval and Stay Extension)

THIS MOTION, made by Strike Minerals Inc. (the “Debtor”), pursuant to the
Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the “BIA™), was heard this day

at 330 University Avenue, Toronto, Ontario.

ON READING the Notice of Motion herein, the Affidavit of Denis Crane sworn on
January 31, 2017 (the “Crane Affidavit”) and the Second Report of A. Farber & Partners Inc., in
its capacity as Proposal Trustee (in such capacity, the “Proposal Trustee”) of the Debtor (the
“Second Report™), and on hearing the submissions of counsel for the Debtor, counsel for the
Proposal Trustee and all other parties listed on the Counsel Slip, no one appearing for any other
person, although duly served as it appears from the Affidavit of Sel'v.ice of Roxana G. Manea,

sworn February 7, 2017,




SERVICE
1. THIS COURT ORDERS that the time for service of this motion, the Motion Record

herein and the Second Report is abridged and service is validated such that this motion is

properly returnable today, and hereby dispenses with further service thereof.

APPROVAL OF SECOND REPORT
2. THIS COURT ORDERS that the Second Report and the conduct and activities of the

Proposal Trustee described therein are approved.

APPROVAL OF FEES AND DISBURSEMENTS
3. THIS COURT ORDERS that the fees and disbursements of the Proposal Trustee, being

$80,733.00 in fees and disbursements of $1,054.80 plus HST of $10,495.29, totaling $92,283.09

- as set out in Appendix “E” to the Second Report, are approved.

4, THIS COURT ORDERS that the fees and disbursements of the Proposal Trustee’s
counsel, Aird & Berlis LLP, being $59,3 83.06, including HST, as set out in Appendix “F” to the

Second Report, are approved.
EXTENSION OF PROPOSAL PERIOD

5. THIS COURT ORDERS that, pursuant to subsection 50.4(9) of the BIA, the time for
filing a proposal with the Official Receiver in the proceedings of the Debtor, including the stay

of proceedings, is extended to and including March 27, 2017.
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Farber

FINANCIAL GROUP
BTG Global Advisory

GOLD MINE OPPORTUNITY
COURT SUPERVISED SALES PROCESS

Re: STRIKE MINERALS INC.

Strike Minerals Inc. (“Strike”) indicates that it owns an interest in three (3) patented mining claims and twelve (12)
unpatented mining claims (the “Property”):

The three (3) patented mining claims and three (3) of the twelve (12) unpatented mining claims are in Jacobson
Township and constitute the Edwards Mine Property (“Edwards”). Edwards is Strike’s primary asset and is
located 50km northeast of Wawa in the Jacobson Township of the Sault St. Marie Mining Division in northwestern
Ontario.

MAP of the Wawa Mining Area: IMAGE of Mineralization at Edwards:
ST T o Q‘ﬂ"' i ';*’ 0 2o AR s’ F Edwards #1.and #5
EN 2o  od :

Further public information on the Edwards Mine can be found at: http://strikeminerals.com/projects/edwards/

KEY ATTRIBUTES OF EDWARDS & THE OPPORTUNITY

A unigue high grade opportunity

Located within the eastern domain of the Goudreau Lake Deformation Zone

Immediately adjacent to Richmont Mines Island Gold Mine

The Property is a past producer: 454,000 tons at .389 opt produced 144,000 oz Au.

Extensive onsite infrastructure and underground development; including ramp access down to 280m
Property hosts 12 known individual, parallel NW-SE trending mineralized zones over 1km distance
Significant exploration potential: Rusty Weather Zone

Ore is highly amendable to gravity concentrations methods — recoveries 77%

Non 43-101 compliant estimate of inferred resource is a further 206,307 tons at .364 opt Au for 75,022 oz
Au.

THE SALES PROCESS

Strike filed a Notice of Intention to Make a Proposal pursuant to section 50.4(1) of the Bankruptcy & Insolvency Act
(Canada) on November 29, 2016, and A. Farber & Partners inc. was appointed proposal trustee (the “Proposall
Trustee”). On December 13, 2016 Strike obtained court approval to conduct a sales process (the “Sales Process”)
in respect of the Property with the assistance of the Proposal Trustee.

The Sales Process is a stalking horse sales process and involves a court approved stalking horse offer which shall
serve as a base-line bid against which all other qualified offers will be evaluated. The stalking horse offer is in the
form of an asset purchase agreement and is the form in which all other offers are to be submitted.



http://strikeminerals.com/Droiects/edwards/

The purpose of this invitation is to solicit interest in the Property from the marketplace pursuant to the terms of the
Sales Process. Parties interested in acquiring the Property will be required to sign a confi dentlallty agreement whichi
is available on the Proposal Trustee’s website named below.

The deadline for submission of Qualified Offers is 5:00 p.m. EST Thursday, February 16, 2017.

Enquiries for potential purchaser/investor qualification should be made to the Proposal Trustee to the attention of:

Paul Denton: 416-496-3773, pdenton@farberfinancial.com

Or
Peter Crawley: 416-496-3507, pcrawley@farberfinancial.com
Interested parties are advised that the Proposal Trustee is posting documents relevant to the Sales Process at:

http://www.farberfinancial.com/insolvency-engagements/strike-minerals-inc



mailto:pcrawlev@farberfinancial.com
http://www.farberfinancial.com/insolvencv-enaaaements/strike-minerals-inc
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FINANCIAL POST

FINANCIAL POST, FRIDAY, DECEMBER 14, 2018

ECONOMY

MANUFACTURING
SALES FELL 0.8% IN

OCITOBER:

STATCAN

Canadlan factory ssles unexpectsdly fell in October, hurt by the primary metal, petroleum
rnd coal product and machinery industries. Statistics Canada safd Thursday that manufac-
taring sales fell 0.8 per cent to $51.0 billion in October. Economists had expected a gatn of 0.4
per cent for the month, according to Thomson Reuters. Conatant dollar salex fell 17 per cent
in October, reflecting a lower volume of manufactured goods acld. “The sharp pull-back in

manufacturing sales in October 1 Likely to weigh on GDP growth {n the month,”

Royal Bank

senior economist Nathan Jansen wrote in & report. David Watt, chief economist at HSBC
Bank Canads, uld the decline reinforced the idea that Canada and the United States are in

Risks ... don’t exist

CORCORAN
Continued from FP1

If that sounds lke &
3

A recent report by global
energy expert Daniel Yergin
and colleague Elena Pravet-
ton! at IMS Energy said there
is no imminent financial or

risk from climate

pro-
ject, that's becanse it ls. The
task foree, officlally titled The
‘Task Force on Climate-related
Financial Disclasnre, is dom-
inated by big-name consnlt-
anty and global sustatnability
officers whose business plans
and/or careers will have to
be dramatically expanded
to carry out the busy work
of

change. Morever, sald Yergin,
the Cerney-Bloomberg pro-
posals could generate a new
stream of centra) bank and
finenclel regulator interven-
tons into corporate econorna-
ic The

tential emergence of growth-
kimng dimate poliey overkill
from governments and cen-
tra) bankers, Piling carbon
and climate disclogure on top
of everything elae can only
make matters worse. “Under
such (disclosure) policies,
financial regulatora and cen-
tral banks would take a mich
more active role in defining
climate risk and regulating
investmenta in such ‘rlaky’
sectors,” said 1HS. In other
words, central banks and fi-
nancial regulators would be

the arena of en-
o

inclode under-

policy-making,
So much for “hy the mar.

mining investor confidence,
reduced of
I

schemes, data, impact state-
ments, concepta and a mil-
lon pages of reporting rules
and systemic acenarios that
will have to be reviewed for
decadesto come.

Consider this mind-hog-
gling recommendation: The
task force calls for “the dis-
do:nre of pmnﬂu impacts

lated risks and

2y d energy com-
pauies and higher prices for
consamers.

The Yergin paper, dated
October, takes direct aim at
Carney, who has been talk-
ing up climate risks for more
than & year, claiming that
limiting change to the 2C
acenario could “destabflize
mukeu, spark a pro-cyclical
of losses and

opportunities on an organ-
Jzatlon’s bosinesses, strat-
egies and financial plmnln]
under

a peraiatent tightening of fi-
paneia) conditions.” Yergin
and hig co-anthor say such

{uture states (scenarioa), In-
cluding a 2 degrees Celaius
scenazio” Over time, it sald,
the task force “would expect
o see more quantitative an-
alyses in disclosures, includ-
ing the underlylng assump-
tions assoclated with the cli-
mate-related scenarios used.”
Looks Hke a lifetime of lu-
crative work for the EPMGs
&nd Deloittes of the world
along with thonsands of vice-
presidents of sustainability.
‘The diaclosure regime,
‘which would apply to all pub-

‘WRn{ngs are

The oil-price crash over
the last two years “provides
a reel-life, high-intenaity,
externally driven atress
test” of the resilience of the
energy industry and the fi-
nancla] system, In all, the
price plunge produced a
$14-trillion hit to of) com-
panies but minimal {mpact
on the globel finaneial .lyl-
tem. Th

ketfor

The implication of the
Carney-Bloomberg propozals
13 that the mavket — carpora-
tions, investors, financlal in-
stitutions — are incapable of
assesging market risks.

Carney might want to have
a word with Rex Tilleraon,
CEO of Exxon Mobil and
president-elect Trump's nom-
inee far Secretary of State, In
2014, Exxon detajled it as-
sessment of carbon and clf-
mate risk with a irm conclu-
sion, “Based on this analysls,
'we axe canfident that none of
our oD Teserves are
now or will become “strand-
ed”

Az Exxon (rightly) sees
{t, the greater aystemic tak
would be the impoaition
of a dracon{an low-carbon
scenario that would produce
economic shocks that are
"beyond those that societies,
especially the world's poorest

and most wonld

the
$§31-trillion wiped oot dar-
ing the 2008 financial crisis
which, while large, is not
comparable to any climate

bewllling to bear”
Elsewhere In the elimate

sustainability silo, Royal

Dutch Shell plana to lnk

Pra

COMMENT

A ringing endorsement
for Mainstreet

Plain Janguage
areal treat
for investors

Banzy Cartckiey
Off the Record

' one of the wore re-
markable reports lssued
oh & publiely listed Can-

adian company in many

years,

1t's remarkable because
the author — Ryan Males, &
member of the institutional
equity sales teamn at CIBC
‘World Markets in Vancouver
= is not an analyst and be
did not talk to the company,
In this case Calgary-based
Mainstreet Equity, before
prepering hia five-page re-

port.

Instead Males, who hes
4 PhD in chemistry (which
he backed up with the CFA
designation) relied entirely

CAALOS AMAT / FORTMEDIA NEWS

Bob Dhillon, CEO aud president of Mainstreet Equity,
wins high

CIBC World Marl

some of the words Main-
street, whase chief executive
1a Bob Dhillon, used in itz

cles, valne enhancement and
financing,
In bis report, Males sald

Iie corporations, from energy  policy shifts now taking bonuses to greenhouse-gas | on the company's published quarterly financials. Those be found Mainstreet's dis-
firmy to financlal institntions  place. The time frame forim-  emissions. The Implcetion npom. In other words, all words including boylng back  closure "to be fantastic” For
to pension funds, seema & agined moves away from car-  is that a Shell CEO might be n iathere and  §t3 own stock, its current Males, fantastic diaclosure
good mateh for 's bonis 1n decades 1o boast his boous -.n he had to do was read it.  undervalued share price, ity “is when a company clearly
Dodd-) regula- and q “An payout by scrapping profit- | (Ironically CIBC doesn't cov- 1 assets what they intend
tion as an expensive burden energy that un- making to meet | er Mainstreet Equity) including its “residual”® todo, whatthey'vedone,and
on business. Like Dodd- folda over decades does not personal cerbon-emissions In that way his approach land base, its condominium  why ... all in & manner that
Frank, {t bas the ontstanding  seem to fit the definition of  targets, It would be hard to | is similar to that adopted titled assets, ity presence in & normal sharcholder ean
potentlal to become & dubl-  systemic risk,” says the IHS imagine a more perverae in- | by the lee MEQ r
ous regulatory burden anthe  report, which is titled Do centive regime, Journalist LF. Stone who district and its large market Meles also liked another
investmesnt world, The use- lovestments in Ol and Gas But that scems to be cor- | published LF. Stone's Weekly share in two B.C. mukzu aspect of M. disclo-
lessness stems from the Ukelt-  Constitate ‘Systemie Risk™?  porate investment foture en- | for many years. Stone's ap-  “where sure: it use onnon-
hood that climate disclosure Over time, of course, the visaged the Carney-Bloomb- | proach: “] tried to give in- mains mnn; the highest 1n GAPP/IFRS metrics which
alms to disclose allegedly biggest risk to corporateand erg plan, Odd that nobody | formation which could be thecor means "investors get a clear
new risks that don't exst. financial stability a the po- 80 the reader Hll nt:nuon was re. plcmn of what's really golng.
central bankers on the accur- | could check it for himself” kindled when Mainstreet
acy of thelr fore- | And e did that by trylng“to  recently published its Mlldl then donned the
casts and thelr effectiveness | dig the truth out of hearings, fourth-quarter financiala. hat of anslyat to plot charts
as of official and gov- Males was struck by the af- including, the number of
Stone, that the company "nmd:'n ona %e:h lhu:-b:h
k Fingnetal Post who died fn 1988, also noted  “will continue to pursue its  over time and the role that
we "“I.x:l(:;!) §'€t§2‘3‘z"" an that All Lie, Pt ol debt has played in the com-
= a phrase that's been turned  model.” Those words are pany'sdevelopment
VERSAZANK o Dl\/' DE N D into 8 docomentary,and one  very appealing to invest-  He then concluded that
€0.CORP. that would make him right ors becanse it meana M: 'mlnlmhln:bdﬂ;monhln:
 ta hemiby pirvn k. o of th Tewnahip of King C| ‘advartielog ha at home in post-troth Wash-  street will continne to grow  prudently boying bac
w el :',T.'.:.': B tn | | o oa” | oI s s | its portfollo “without dilt-  shares (Malnstreet has few-
Nolica (0 hamty givan (hal the Anyway back to Males Ing the number of jasued er shares outstanding now
bankrupicy ol the abova nofed who doean't normally delve  ahares” thap it did when it listed 17
occumd on Decamber 3,200, | M @DIAGR | F||into small-cap 11liquid  Arned with that informs-  years back) trumpa liquidity
syt ""_'_:",’_“::,“ prerd I NI “'.:; ity DIVIDEND NOTICE | | stocks, with the only other  tion, Males explored more and that sustained growth
Act, uader the sarse YemaBeak. Fs bend 3,00 PM al the Trunian'y ollica On Novembar 8, 2016, tha being and landed onthe In per share metrics trampa
s il belocated ks Loodm, Otarke, noted belew, Board of Direciors of Medisgrit | | Capital, because he belicves  company’s Value Chaln busl- & market's short-term de-
Nete: Tha publicisn of thin Notice Interactive Technologles Inc, { | its value “is compelling™and ness model — a six-step pro-  sire for income (Mainstreet
L o b e T GO | d h ar declared » eagh dividend of | | because menagement be- cessthat starts with acquisl- doesn't paya dividend)”
ooty ;:.',','.."f.':'.,, $0.10 per shore, Dly-hl- haves "like good owners ofs  tlons and ends with divesti-  Strong praise indeed.
e leties pu b Goldhar & Ausociates Lid on Jenusry 18, 2017 fo || gaodbusiness” tares, In between thase book  Mainstreet (MEQ) closed

e e Bk ot appin (i
Pracuns and the daerrtan of the Misieus
Posen

November 22,2018

Licangad Innaivericy Trurtaw
5043 Gebltur Dr 4400, Bullding 7
e, ON LA

Pax No. 903341048
e goidhates

sharehalders of llw'd on
Januery 3, 2017.

Hihne Haliak

Corporeie Secretary
Medlagrit Interacive
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GOLD MINE OPPORTUNITY
INTHE MATTER OF THE PAOPOSAL OF
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About aix months baek,
Males was attracted by

ends are: capital improve.
ments, operational eficlen-

‘Thursday at $32.50.
Minancial Post

ECONOMY

Household indebtness
continues to rise

BANK OF CANADA

In the December report,
the second of two asscas-

T
Ste, Matie Wnlnn Divaien in Oiario
(eou-aMN peny).

w\l s
B Do R

The key vulnerabilities to
tbe Canadian finencial sys-
tem continue to be elevated
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d debt,
1n the bousing market, and
“fragile” fixed-income mar-
ket liquidity, the Bank of
Canada said Thuraday in its
year-end review.

But the central bank says
new “household vulner-
abllities” will be mitigated
over time by new houaing
finance roles.

ol the sxaei, ments of risk each yesr, the
o sum h\u\m-d [ hduu- um.!n Bank of Cznada noted that
Pt and tho Eawrds Mo n . < ‘Yates are sising in
e J""h Suk Tesponse to government and

regulatory changes to hous-
ing finance rules, as well
as higher long-term bond
ylelds that are increasing
lender fanding costs.
However, though global
economic growth has
picked ap in the second half

importantly, 80 has the pro-
portion of highly indebted
houscholds in many Can-
adian cities” the report sald.

Highly indebted Individ-
uals are key targets of the
new federal measures
at cooling the housing mar-
ket, but {t will take time
for the changes to have the
desired effect, Carolyn Wil-
kins, senior deputy govern-
or of the Bank of Canada,
suid at & news conference in
Ottawa.

“It's not something that
will be a matter of weeks.
‘That'll be over the next few
years, 5o it will take some
time for that riak to come
down," she said.

For now, the national
ratio of debt to dlapoaable
income is approaching 170

of the year, Ci con-
tinue to labouy under record
debtloads.

“On & national baals,
household indebtedness has
continoed to rise and, mare

per cent, with

in mortgage credit, and con-

gumer credit. And it is grow-

ing at or slightly above the

rate of income growth,
ZFinanctal Post
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Ministry of the Attorney :
General Ministére du Procureur général r\

y_

Superior Court of Justice Cour supérieure de Justice . >

Qntario Court of Justice Cour de Justice de I'Ontario ) r

Family Droit de la famille {/ nta rl 0
Civil and Estates Droit civil et successions

420 Queen Street East, Suite 100 420-est, rue Queen — piéce 100

Savuit-Ste Marie, ON P6A 127 Sault Ste Marie (Ontaric) P6A 127

Tel.: (705) 945-8000 Tél: (7 05) 945-8000

Fax: (705) 945-5001 Téléc.: (705) 945-5001

December 19, 2014

161229 CANADA INC.

Carrying on business as Paul Whelan Mining Contractors
Fasken Martineau DuMoulin LLP

Berkley D. Sells (LSUC No 41023P)

333 Bay Street, Suite 2400
Bay Adelaide Centre Box 20
Toronto, ON. M5H 2T6

Re:
Court File # 26123/13

Please find enclosed the court Judgment,sign'ed by Justice M. Varpiio With respect‘tb‘the above-named proceeding.

Please note, that he did sign Schedule B in error and indicated that he would not sign the other attached schedules He
indicated they are attached to the Judgment and that is what he was signing. :

W{ 75[ A
C. Corriveau e
Customer Service Representative

Encl.




THE HONOURABLE MR.

JUSTICE VARPIO

BETWEEN:

161229 CANADA INC.
carrying on business as Paul Whelan Mining Contractors

STRIKE MINERALS INC. and B
WATERTON GLOBAL VALUE (LUXEMBOURG) S ARL.

JUDGMENT

ONTARIO
SUPERIOR COURT OF JUSTICE

IN THE MATTER OF the Construction Lien A ct,
R.S.0. 1990, c. C.30, as amended -

Al e s

Court File No: 26123/13

Tuesday the 21* day of

October 2014

Plaintiff

Defendants

'ON READING the consents of the plaintiff and of the defendant Waterton Global Value

(Luxembourg) S.A.R.L., by their respective lawyers, filed; and the defendant Strike Minerals

Inc. having been noted in default,

1. THIS COURT'DECLARES AND ADJUDGES that the person named in Column 1 of

Schedule A to this judgment.is entitled to a lien (the “Lien”) under the Construction Lien Act,

R.S.0. 1990, c. C.30, as amended (the “Act™) upon the interest of the owner, Strike Minerals Inc.

(“Strike”), in the premises describéd in Schedule B (the “Property”) of this judgment for the

amounts set opposite the name in Column 5 of Schedule A, and the primary debtor cl-f‘"—ﬂ%at-pé-:ns;on~ﬁ_____~ ‘

is as set out in Column 6 of Schedule A.

E,H'TEﬁiL? AT SAUT 318 MARIE
INSCRIT A 3407 T STE, MARIE

AS COCUMENT:
A TiTRE DE LomuuenT,
e

ko /S-UG

Decia 2014
Y

‘ T

2

z2
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2. AND THIS COURT DECLARES AND ADJUDGES that the person mentioned in
Column 1 of Schedule C to this judgment is entitled to a secured charge other than a lien under
the Act (the “Charge”) on the interest of Strike in the Property for the amount set opposite its

name in Column 4 of Schedule C.

3. AND THIS COURT ORDERS AND ADJUDGES that Strike pay to the plaintiff the sum

of $1,632,399.18 (inclusive of prejudgment interest and costs to date) and postjudgment interest
thereon; and that upon Strike doing so the Lien mentioned in Schedule A is discharged and the

registration of that Lien and the certificate of action in relation to-that Lien are vacated.

4.  AND THIS COURT ORDERS AND ADJUDGES that: (a) the plaintif’s Lien has

priority over the Charge on the Property in favour of the defendant Waterton Global Value

(Luxembourg) S.A.r.l. (“Waterton”) to the extent of $160,000.00 (inclusive of any and -all

interest and costs); and (b) $160,000 constitutes the full extent of the plaintifi®s priotity over

_ Waterton and therefore Waterton’s Charge has priority over the balance of the Lien.

5. AND THIS COURT ORDERS AND ADJUDGES that if Strike fails to-make payment to

 the plaintiff, in accordance with paragraph 3 above, on or before March 31, 2015 (or such later

date as the plaintiff may consent to in writing), thereafter the estate, right, title and interest of

' Strike in the Property shall be sold, under the supervision of this Honourable Court, and the

proceeds applied in and towards payment of this judgment and in accordance with the priorities

set out in this judgmént.




~

-3 -

THIS JUDGMENT BEARS INTERES,T at the rate of the Canadian Imperial Bank of

Commerce’s prime rate plus 2% commencing on the date of issuance o

his pfdgment.
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SCHEDULE B
The premises in respect of which this action is brought is as follows:
PIN 31126 - 0037 LT

PCL 1861 SEC AL; PT MINING CLAIM SSM490470 JACOBSON; PT MINING CLAIM
SSM490471 JACOBSON PT 1-6 1R8155 EXCEPT SRO PT 5 IR8155; SRO ON & OVER
STRIPS OF LAND ALONG THE LIMITS OF PT 2 BEING A TRAVELLED ROAD, &
WHICH STRIPS OF LAND ARE BOUNDED BY THE SAID LIMITS & BY A LINE EVERY
POINT OF WHICH IS DISTANT 91.440 METRES (300 FT) FROM THE NEAREST POINT
IN THE SAID LIMITS; SRO ON & OVER A STRIP OF LAND ALONG THE SHORE OF AN
UNNAMED POND & WHICH STRIP OF LAND IS BOUNDED BY THE HIGH WATER
MARK OF SAID POND & BY A LINE EVERY POINT OF WHICH IS DISTANT 121.920
METRES (400 FT) FROM THE SAID HIGH WATER MARK; DISTRICT OF ALGOMA

PIN 31126- 0039 LT

PCL 1438 SEC AWS; MINING CLAIM SSM2183 JACOBSON AS IN A3626; SIT LT25876
S/T LT113588; DISTRICT OF ALGOMA

The Hénburable Mr%
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THIS NET SMELTER RETURN ROYALTY dated as of February 16,2000

Ve

BETWEEN:
RIVER GOLD MINES LTD.
(the “Owner")
-and-
YENCAN GOLD CORPORATION
(the "Holt.icr")
WITNESSES THAT:

WHEREAS the Ovmer acquired from the Holder a 100% undivided leaschold tide in and to the Edwards
Property (2s defined herein) and 3 100% undivided fec simple title in and to the Plowman Property (as defined
hercin).

AND WIIEREAS the Edwords Property and the Plowmsen Property are sometimes collectively herein
referred fo as the “Property”.

AND WHEREAS the Owner has agreed to grant to the Holder a net smeller return royalty payable in kind
on zll minerals mined, produced or otherwisc recovered from the Property.

NOW THEREFORE in consideration of the mufual covenants 2nd agreements herein contzined and for
other good and valuable consideration, the receipt and suflicicncy of which is bereby acknowledged by each of the
parties hereto, it is agreed as follows:

1. Definitfons

(a) “Assaying and Sampling Procedures” means the sampling, assaying, weighing, surveying,
stockpiling, mining and milling procedures rehting lo the Property, which forms part of this
Apgreerneunt and which is attached hereto as Schedule “A”,

) “Calculation Price” means in respect of Minerals credited to the aecount of the Owner, the Spot
Pricc for such Miperals on the day that the Processor credlis the Owner’s. account with such
Minerals or with the cash ¢quivalent dollar value of such Minerals or the Spot Frice on fhe date
that the Owner sells Miperals (other than 2 sole of such Minerals by the Qwner in the
circumstances of a sale of Minerals after such Mirerals have been credited to the account of the
Owmer by the Processor), as the case may be.

(c} “Crown Lease"” means mining lease No, 106467 dated February 7, 1992 issued by Her Majesty
the Queen in Right of the Province of Ontario in vespect of the Edwards Property.

Ad) “Edwards Properly” meaps Parcel 1861 Algoma Jeasehold, being Ontario itasehold patent
mining claims No. SSM490470 and SSM490471 subject to the Crown Lease, Jacobson Township,
District of Algoma, Ontario. N .
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“Encurmibrances” means any right, title or interest, including aoy mortgage, charge, pledge, lien,
license, privilege, royalty or securiry interest.

“dinerals” means zll nawrally occuoring mewllic and non-metallic mincrals thet are mined,
produced or otherwise recovered from the Property by, pr on behalf of the Owner, whetbet in the
form of doré bars, concentrates or otherwise, including without limitation, gold, silver, limestone,
copper, lead, zinc, matural gas, petrolenm, cozl, salt and quarry aad pit matedals, and all
beneficiated or derivative products thercof. '

“Net Smclter Roturns” means (i) in respect of all Minerls other than gold or silver, net smelter
returns calculated in accordance with customary mining industry practices and (i) ih.respect of
Minerals that are gold and silver, the gross proceeds received by or ptyeble to the Owner from the
sale or other disposition of Minsrals that are gold or silver (other than in the cirrumstaaces of 2
sale of Product by the Qwner aficr Product has been credited to the account of the Qwner at the
Pracessor) o, in she event that the account of the Owner ot the Progessor s credited with Product
refined by the Processor, the pross.velue of Product so credited to the Owner caleulated on the
basis of the aggrogate quantity of such Product so credited during the relevant time period
multiplied by the Spot Price (i applicable), less the following expenses:

O] ail raxes based ditectly on or assessed against the value ar quantity of Minerals produced
(rom the Property, including the following:

(a) direct sales tax;

(b) use taxes;

() gross receipts taxes;
(d) severance taxes; and
(e) crown royalties;

but excluding any and all taxes based upon the net or gross income of the Owner or-other
operator of the Property, the velue of the Property or the privilege of doing business and
other taxes assessed on a similar basis; and

D)) all transportation costs, including related insurance costs, for transporiation of Minerals
from the River Gold M, or any other mill at which ore or Minerals from the Property
may be milled, to the Precessor, and all divect charges and/oc costs charged by any
smelter, rfiner, mint apd/or olher Prosessor of the Minerals, including penaltics, if azy
{provided such charges, cests and/or penalties have not been previously deducted by the
Processor). Provided that if the smelting, refining, minting and/or further processing is
carried out at facilities ovmed or controlled, i whvle or in pust, by the Owner, then the
charges and costs for such sinelting, refining, minting-and/or firther processing of such
Minerals shall be the lesser oft (A) the charges and costs the Owner would have incurred
if such smelting, refining, minting and/or further processing was carried out at facilities
that are not owned or coutrolled by the Owner and that are offering comparable services
for comparble products; and (B) the acval charges and costs incurred by the Owner with
respect ta such smelting, refining, minting and/or further processing;

“Place of Delivery” means (i) in the case of Produd, the place of delivery of Praduct to or to the
accountt of the Holder at the Processor and (ii) in the case of Minerals other than Product or
payment of the Royalty by cash, 2t the expense of the Holder to such place as the Holder shall
direct in writing.

“Plowman Property” means Parcel 1438, Algoma Wes( Section, beintg patented mining chim
SSM-2183, Jacobson Township, Distict of Algoms, Ontario.

“Prime” means al ony particular time, the reference rate of interest, expressed as a rafe per
annum, that the Toronto-Dominicn Bank estsblishes as its prims rate of interest In order to
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determine interest rales that it will charge for demond loans In Canadian dollars t0 its mast ceedit
worthy Canadian customers.

“Processor™ means collectively any smelter, refiner, tnint or pr or other p or user
of the Mincrals other than the Owner. At the date of this Agreement The Royal Canadian Mint,
Sabin Metals and GD Resoucces Inc. are (be refiners of all Product produced by the Owner from

the Property.
“Product” means Minerals vefined to Refined Gold and Refined Silver.

“Refined Gold” means gald refined 102 purity of at least 9999.
“Refined Sllver™ means silver reflned to a purity of at least 995,

‘River Gold Mi)l" means the mill owaed by the Owner silualed in the Mishibishy Lake Area of
the Sault Ste. Marie Mining Division of Ontatio and formerly known zs the Magnacon Miil.

“Royalty™ means the payments to the Holder described in Section 2 of this Agreement.

“Spot Price™ means () in respect of Minerals that is gold, the price of gold in U.S. Dollars on Ge
London Bullion Market Aflernoon Fix on the day that Product that is Refined Gold is sold by the
Owner (other than in the circumstances of a sale of Product by the Owner after Product has been
credited to the account of the Owner at the Processor) or credited to the account of 1be Owner by
the Processor, (i) in respect of Minerals that is silver, the price in U.S, dollars determined by the
Processor in purchasing such silver from the Owner or crediting such silver to the aceount of the
Owner, and (iii) for any other Minerals other than gold or silver, the price of such Mineral quoted
in U.S. dollars at the close of business on a specified day by the New York Commodity Exchange.
If for any reason the London Bullion Matket ot the New York Commodity Exchange is no looger
in operation or the spot price of a particular Mineral is not quoted by the London Bullion Market
or the New York Commodity Exchange, the “Spot Price™ of such Mineral shall be determined by
reference to the price of such Mineral on znother similar commercial exchange entity having the
Jargest volume of trading in such Mineral on such day. The exchange rate used o convert a "Spot
Price” for any Minezals fmmm U.S. dollace to any other cumrency on 3 particular date shall be
deterrained on the basis of the Bank of Conada noon cxchange rate for U.S. dollars on such day.

“Technical Reconcillation Report™ means a report produced annually by, the Owner and
delivered to the Holder by March 31%, which reconciles, as of December 317 at the previous
calendar year, the quantities of Minerals produced from the Property stated in ore reserves with
mined production and mill performance.

2 Reservafion, Purchase ard Crant of Royzlty

.Subject to the terros of this Agreement, the Owner, for and in consideration of the sum of TEN DOLLARS
{$10.00) and other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged
by the Owner, hereby grants znd agreds to pay to the Holder sn in kind (subject as otherwisc provided in this
Agrezment) royalty at the rate of 3% of Net Smelter Returns. The Owner and the Holder expressly acknowledge
and ogree that the grant of the royalty referred 10 In the preceding sentence is effective January [, 2000,
notwitkstanding the date of jon of this Ag

3. Time and Manncr of Royalty Payments

(a) Subject as otherwise provided in this Agrecment, all Royalty payments shall be made in the physical
Product in kind free and clear of Encumbrances and the Owner shall irrevocably direet, and cause any
person having an Encumbrance in and (o the Product, if any, to direct, the Proccssor to pay the Royalty
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directly to the Holder in accordance with the terms of this Agreement, by delivering all Product or other
Minerals due aad payable to the Holder in respect of Royalty payments to the Place of Delivery, The
Owner shall further caust avy such person having an Encumbrance in and to the Product or olier Minerals,
il any, 10 execute in wriling and deliver to and th favour of the Halder an irvevocable release and discbarge
of all Eocumbrances in favour of such person i and to the, Producl or other Minerals, ix order rt the
Owner may make the Royalty payments by delivery of Product or other Minerals in kind to the Holder frec
and clear of Encumbragces in 2ccordence with the terms of this Agreement. The Royalty shall be
caleukited and pald, and the Owner shall cause the Royalty te be calculated-and paid, to-lie Holder as
follows:

W in the event that the Processor is to credit the account of the Owner at the Processor with Product,
the Processor shall credit $7% of such Product to the account of the Owner at the Processor and
shall simulraneously credit 3% of such Product to the account of the Holder at tie Processor;

(ii) in the event of the sale by the Owner of the Product or other Minerals (otier than in the
circumstacces of a sale of Product or other Minerals by the Owner afler such Product or other
Minerals have been credited to tho account of the Owner at the Processer), the Owner shall
calculate and pay to the Holder at the Place of Delivery, within 10 days of the date-of such sole,
the 2mount of the Royalty payable to the Holder in-accardance with the terms of this Agreemenl;

h] the Owner shall be entifled to calewlate and invoice the Holder for allowable expenses in
caleulating Net Smelter Returns -and the Holder shall pay such invoiced amounts to the Owner
withir thirty days of the date of receipt of such invoice by the Holder. In the event that the Holder
does ot pay such invoices to the Owner within such 30 day period, the Owner shall be entilled to
deduct the amount of such outstanding inveites from the next Royalty payment due fo the Holder,
whether in cash or in kind, and the Holder shall irrevocably authorize and direct the Processor in
writing to deduct such amounts from any Royalty paynient otherwise fo be credited to the account
of the Holder and o deposit such to the t of the Owner upon receipt of nofice lo
such c(fect from the Owaer from time to time:

{iv) notwithstanding any other pravision of this Agreement, payment of the Royalty in respect of
Product that is Refined Silver or that is Product that is Refined Gold that is derived from “slog” or
any other waste product, shall be made in cash al the Place of Delivery 2nd payment of the
Royalty in respeet of any Minerals that is aot gold or silver shall be made in kind or in cash at the
Place of Delivery as is reasonable in the circumstances having regard to customary mining
fndustry praclice,

Atthe time each Royaley payment is paid to the Holder, the Owner shall prepare and deliver to the Holdera
deteiled statement of the manaerin which such Royalty payment was calcuisted, including: (i) the quantty
of Minerels to which such Royzlty payment is applicable; (i) the caleulation of the applicable Net Smelier
Returns (sobject at all times to fusther invoices from the Owner to the Holder for allowable expenses in
czlculating Nt Smelter Raturms); (§ii) if relevams, the Caleulation Price paid for the applicable Minerals,
and (§v) the calculation of intercst accrued thereon, if any. Within 90 days afler the end of any calendar
year, the Qwner shall prepare and deliver fo the Holder a statement for such calendar year indicating: {i).
the quaatities of Minerals sold or otherwise disposed of by the Ownex or the amouat of Preduct credited to
the account of the Qwrer, as the case may be; (if) the quanlities of Minerals produced by the-Owner from
the Property; (iii) the calculation of Net Smelicr Returns and interest tereon, il any; and {iv) if relevant,
the Calculation Price for the applicable Minerals,

The Holder may object in wriling to any statement, Royalty payment amount and invoice within 2 manths
after reccipt of the relevant stajement, payment or-invoice. I any Royalty payment has nat been properly
paid or ¢tredited in folf as provided hercin, the Holder wmay givs to the Owner notice in writing of such
default and, unless the Holder has rccived such payment within 15 busincss days after receipt of such
notice by the Owaocr, the Owner shall pay tterest on the delinquent payment at a rate of Prime plus2% per
annum, commencing on the date on which such delinquent payment was properly due and continuing until
the Holder rectives payment in full of such delinquent payment and-all 2cceeed interest thereo; and for the
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purposes of this subsection, Prime shall be determined as of (ie'date on which such definquent paynient ’

was properly due,

(d) All Royalry paymeals, including interest and penatics, if any, will be made subjeer to withholding or
deduction i respect of the Royally for, or on account of, any present or future taxes, duties, assessments or
govemmenial charges of whatever natre impased or levied by or on behalf of the Canadian Govemnment,
the Govenment of Onfario or auy political subdivision thereof or any other governmental authority
(forcign or domestic), or department, authority or agency thersin or thereof having power and jurisdiction
to 1ax and for which the Processor or Owner is obligated in Jaw to witthold or duduct and remil to such
taxing suthority having such power and jorisdiction.

(O] Any additionz] payment required to be made in respect of the aggregate smount of the Royalty payments
peid to the Holder during a fiscal year shall be paid to the Holder, in Minerals in kind or cash, asthe casc
may be, within 10 days.after the dale on which the Owner’s account at the Processor is next crediled with
such Minerals or the date that the Owner sells the Product or other Minerals (other than in the
cirurstances of a sale of Praduct or other Minerals by the Owxer after such Produet er other Mmcrals
have been credited fo the account of the Owner at the Processor), as the case may be.

{® The Owner shall nolify the Holder in writing at lcast two weeks prior to any change of Processor.
4. Term
This Ag t shall continue for the bal of the erm of the Crown Lease and any renewals thereolin

respect of the Edwards Property and in perperuity (n respect of the Plowman Property. If any right, power or interest
of either party under this Agreement would violste the rulc against perpetuitics, then such right, power or iuterest
shall terrainate at the expiration of 20 years afler the death of the last surviver of all the lineal déséendants of Her
Majesty, Queen Elizabeth 11 of England, living oa the date of this Agreement.

5. Commingling

There shall be-no commingling of any ores or Miuerals praduced from the Preperty with the ores or
Mincrals produced frorn amy other property during the production, milling ( ating), smelting, refining,
ting or further p ing of ores or Minerals productd from the Property. .

The Owner specifically covenants and agrees with the Holder that it will at 2ll times bawch all orcs
produced from the Property through the River Gold Mill oc any substitute mill and not in any way blend ot
cummingle matecial pruduced from any other property with ores or Minerals [rom the Property.

6. Hedging Transactions

All profits and losses resulting from the Owoer engaging in any commodity fuluzes trading, option trading,
metals trading, gold Joans or any combination thercof, eud any other hedgi (collectively “kedging
transactions™) arg specifically excluded from caleulations of Royslty paym:rns pursuant to this agreement. Al
hedging transections by the Owner shall only relate to the Owner's share of Minerals 2nd shall be for the Owner's
solc account and shell not affect the Holder's royalty which shall be paid in-kind as aforesaid. The Owner covenants
to and with the Holder that it will not subject the Holder's Rayzlty to any hedging transactions.

For greater certainty, the Owner sball only enter inlo hedsing kansaclions in respect of its share of
Mincrals produced from the Property aficr the payment of the Net Smelter Retum such that 3% of all Minerals

produced, milled, smelted, refined or further processed by it ar delivered to any Processor shall not be subject lo

" hedging wansactions and sbzll be available to satisfy each Royalty paymnent as and when due pursvant to. the lerms

hereof.
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7. Stockpiling

., The Owner or operator shall be entitled to temporarily stockpile, store or place ores or mined rock
containing Minerals produced from the Property in any locations owned by the Owner or the Processer on or off the

Property site provided the same are approprintely secured from theft or tampering. Such stockpiling shall be |

femporary only pending the availability of batch milling and any Minerels produced from the Property once reduced
to doré bars or p d to the mast ad d stage at che River Gold Mil} or clsswhere by the Qwaer oroperstor’
shall be immediately sext (o a smelter, refiner, mint or other further processing facility for fifal treatment and credit
to the Qwner, at which time the Royalty shall become due and payable in accordance with the ferms of “this
Agreement.

8. Books; Records; Inspections

The Owver shall keep true and ncenrate books and records of all of its operations and activities with respect
10 the Property, the operation of the River Gold Mill and the Minerals, prepared on an zecrual basis in accoxdance
with Canadian generally accepted accounting principles, consistently applicd. The Holder shall be entitled 1o
perform audits or other examinations of the Owner’s books and records rclevant to the calculation and payment of
the Royalty pursuant to this Agrecment at least once and no more than twice per calendar year to confinm
complizace with the lernis of this Agrecmeat, inchuding without limitation, calculations of Net Smelier Returns. In
parficular, the Holder shall have the right to audit all invoices and other records relating i the transporwtion of
Minerals from the Property (o the River Gold Mill or other mill at which ore and Minerals from the Property may be
milled {concentraied) and relating to the transportation of Minerals in the form of conceatrates, doré, slag or other
waste products fram the River Gold Mill or other mill at which ore snd Minerals frors the Property may be milled,
to the Processor. The Holder shall promptly commence, and diligenily coniplete, any audit or other examination
permitted hercunder. The reasonable expenses of any audit or other examination permitted bereunder shall be paid
by the Holder, unless the results of such sudir or other inslion permitted b der disclose 2 deficiency in
respect of the Royalty payments paid to the Holder hercunder in an amount greater than 5% of the amount of the
Royalty properly payable,-in which cvent the costs of such audit or other cxamination shall be paid by the Owner,

In performing such audit the Holder andfor ils agents shall have access 1o all sampling. assay, weighing,
and production records, including all geologle, geophysical and/or geochemical maps, plans, sections, surveys
(surfece and wnderground) of the Owuer relating to the Property and ores and Minerals derived from the Property
throughaut the production and processing cycle from mine face to final processing (and the Holder shali be allowed
to make notes or a phatocopy thereof), all of which such records sball be kept by fke Owner or operator of the

Property in accordance with the Sampling and Assaying Procedures and good mineral industry practice.

The Owner shall provide the Holder with the annual Technlcal Reconciliation Report deseribing the total
metallurgical balauce a3 it relates (i) to- the initially stated and subscquently revised ore reserves in the mine before
and after production periods with details of volumes mined, specific gravity of the ore, sampled grades from the
varlous sampling systems and any adjustments mide to such date to provide for such reserve esiimate: (i) the
determined quantities of ore and its tenor oa a wet and dry tonne basis for materials removed from the mine, primary
stockpiled and. ransported to sccondary stockpiles; end (jif) the mill performunce a8 10 tonoes of wet and dry ore,
head grade, tails grade, recovered mineral, losses and quantitics in inventory in the mill to arrive al a recovery figure
on a daily basjs.

% Rights o Monitor Processing of Minerals

Subject al all times to the workplace rules and supesvision of the Owner, and provided any rights of aceess
do not injerfere wilh any exploration, development, mining or milling work conducted on the Property or at the
River Gold Mill or other mill at which ore or Minerals from the Property may be processed, the Halder shall at all
reasonable times and ppon reasonable notice, and at its sole fisk and expense; have (g) o right of sceess by its

“represeqtatives to the Property and to such mill used by the Owner to process orc or Minerals derived from the

Property, whether or not such mill is located on the Pruperty, and (b) the right (i) to monitor the Owner’s milling of
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ore or Minerals derived from the Property and (o take samples from the Property or from the mill for purposes of
assay verifications: (ii) (o require Mincrals to be halch p d with sampling procedures ¥mplemcented to take islo
account e crushing and extraction processes, employing good mineral industry practice; zad (iii) to weigh all
trucks transporting ose from the Property to any myll processing ore 2nd Minerals from the Property prior to said
trucks Teaving the Property, lrarncdiately upon the arrival of such trucks at such mill and prior to dumping of such
ore sod immediately after such dumping. [In the event that the Holder exercises its right to weigh alt tucks
rensporting ore or Minerals from the Property to any mill processing (concentrating) such ore or Minesals, the
Holder shall be responsible at its sole expense for the instailation and maintenance of alf required sealés and related
equipment at the Property. [n the event that the Holder installs such scale ot the Properdy, epresentatives of the
Owner shall cause all trucks transporting ores or Minerals from the Property to be weighed before leaving the
Property aod such representatives shall record the weight data, In the eventany scale installed by the Holder ceases
to operate Or ceases to operate accugately, the Owner shall forthwith notify the Holder in writing, Notwithstanding
that such scale may have czased to operate or 1o opemie accurately, the Owner shall be entitled to continue to
transport ore or Minzrels from the Property without weighing the trucks transporting such ore or Minerals prior to
leaving the Property,

The Owner shall consolidate the transport of all ore from the Property to the River Gold Mill, or sny other
smill used to treat ore and Minerals from the Property, and priot to the c of aoy transp ion-of ore
from the Property shall give the Holder at least five days prior written notice of the comrnencement of such
transporiation. The Holder shal] hove the right to bave its representatives attend at the Property and mill site on the
date(s) scheduled for such transportation to witness the weighing at the Property and the. mill site and shall have the
right to have a duplicate copy of all weight data.

10. Confldentiallty

(@) Neither party shall, without the express wreitien consent of the other (which cansent shall not be
unreasonably withheld), disclose any noo-public information in respect of the terms of this Agreement or
atherwise received under or in conjunction with this Agreement and,, in the case of the Holder, conceming
Minerals and operations on the Property and at the River Gold Mill, other than to its employecs, sgents and
consultaats fer purposes related to the administauon of this Agreement and no party shall issue any press
teleases conceming the terms of this Agreement or, in the case of the Holder, in respect of the operations.of
the Owner, without the consent of the other party ofter such party baving first reviewed the terms of suck
press release. Each party agrees to reveal such information only (o its employees, agents and consultants
who need (o know, who are informed of the confidential nature of the information and who agrec o be
bound by the terms of this Scction 10. In addition neither party shall use any such information for its own
use or benefit-excepl for the purpose of enforeing its rights under this Agzecment.

(&) The partizs may disclose dalz or information oblained under or in conjunction with this Agreement and.
otherwise prohibited by this Section 10 after providing the other party with a copy of the proposed
disclosure and if the other party does not ohject, acting reasonably, lo such disclosure by aotice in writing
to stich party within 48 hours alter receipt of such copy:

) to any third person to whom such party in good faith anticipates selling or assigaing. lts interest
hereunder; or

(15 10 4 prospeciive lender;

provided that in cach case the other parties sball fisst have been provided with a confidentiality agreement
exceuted by such third party purchascr or leader which agreement shell include the corfidentiality
provisions of this sectivn. Each party hereby agrees to indemnify and save the other hammless from any
damnges resulting from any breach of this S:chon 10 by such parly, its employ:es, agents and consulrants
or any claim made by third partes receiving & ion provided |
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The pa:ues may disclose data or informotion obtained under this Agreement if required 1o do-so for

with applicable Jaws, rules, regulations or orders of a govemmental agency or siock exchange
havmg junsdlcnnn over such partics, provided that such party shall disclose anly siich datx or informztion
as, in the opinion of its counsel, is requiired to be disclased and provided Furthier that where possible {time
permitting after reasonable efforts on (e part of such disclosing party) the ather party sholl be given e
right to review angd object to the dam or information lo be disclosed prior (o-any public release subject to
auy reasonable changes proposed by such other pactics.

Conducl of Operations

All decisions conccmmg mcethods, thic extent, tines, procedures and u:chmqus of any (i) exploration,
developmeuat 2nd mining related to the Property, (ii) leaching, milling, processing, cxtraction treatrient and
refining, if any, including, without limitalion, the choice of refiner and (iif) materials to be introduced on or
10 the Property or produced therefrom and, subjest to Scction 7 bereol, all dccmons concemmg the sale or
other disposition of ore and Minerals from the Property (including, without limi as. to
buyess, times of sale, whether to store or stockpile ore and Mineals derived from the Property for a
reasonable length of time without selling, refining or otherwise processing the same) sball be made by the
Owrxr, acting reasonably and i accordance with good mining industry and engineering practices in the
cireumstances.

The Owner shall not be responsible for nor obtiged to make any Royalty payments for Minerals or Mineral
value Jost in any mining or processing of the Minerals conducted pursuant to good mining practices. The
Owner shall not be required to mine or to preserve or protect the Minerals which under good mining
industry practices cannot be mined or shipped at a reasonable profit by the Owner at the time mired.

The Owner covenants with the Holder that it wil) at al) times while mining or milling or othenwise
processing ore and Minerals from the Propesty adhere to the Sampling and Assaying Procedures set out in
Stchedule “A” hereto and not mmcnally vary th:rel‘rom without the pnor written consent of the Holder
which consent shall not be unre ly withheld provided the variation is in sccordance with good mining

industry practice.

The Owner shall appropristely identify all doré bars produced from Minerzls from the Property with 2
distinguishing stamp or mark and any coarse gold, gold pawder, gold dust or other gold braring product
shall be placed in appropriate cantainers which are fdentificd as having been produced from the Property.

The Owaer represents and warrants that as of the date of this Agreeraent, it is not mining any part of the
Property within 30 metres of a party boundary of any property owned by the Holder, and covenants that it
will not commence mining on the Property within 30 merres of 2 party boundary of any property owned by
the Holder without first delivering thirty days advance nolice in waiting o the Holder, and that it shall
condud all mmmg on l!x: Pmpcrry In respect of party boundary matiers between adjoining underground
with the provisions of the Mining Act (Ontario) and the Occupationa)
Health and Sal'ctyAct (Ontaric); and the regulahonsmadc pursuant thereto,

No Implled Covenants

The parties agree that there are no implied covenants or duties wlating to or affecting duy of their

respective righls or obligations hereunder, and that the only covenanls or duties which affect such rights and
obligations shalt be those expressly set forth and provided for in this Agreement.
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13. Mo Restrictions on Assignment

The Holder shall have the right, at 2ny time and from fime to lime, lo assign, transfer, convey, mortgage,
pledge or charge any portion or all of the Royalty and its interest in and to this Royally Agreement, in its sole
discretion, free from any restriclions from the Owner. N

14, Repistration

It is the express intention of the parties to this Agreement that the Royalty be and is 2 real property-intcrest
and shall run with the title to the Property. The Holder may or may cause, at lis own expense, the due registration of
{his Agreement or notice of this Agreement apainst the title lo the Pmperty. The Owner shall co-operate with such
rcg:sn'anon and provndc its wnncn consent -or sig to any d ts or things rcasbmbly pecessary (o

h su in order (o ensure that any successor or assignee or other acquiror of the Propexty, ot
any interest Ibercm, _shall have public notice of the terms of this Agreement.

15, Dispuote Resolution

Any marter in this Agreement in dispute berween the parties which hos not been resolved by the parties
within fifteen (15) days of the delivery of notice by eithér paay of such dispufe shall be refened 1o binding
arbitration. Such referral to binding arbiwadion shall be to three qualifled atbitrators, The Arbimations Act, 1991
(Ontario) shal! govern such arbitration proceedings in accordance with its terms except to the extent modified by the
rules for arbitration sct out in this Section 15 and in Schedule “B* anlached herelo, Each party shall select one
arbitrator and the two arbitralors so sclected shall sclect the third arbitralor. The determination of such atbitralors
shall be fina) and binding upon the parties hereto and the costs of such arbitration skall be -1s determined by the
arbitrazors. The partics covenant thar they shall conducet all aspects of such acbitration having regard at all times to
expediting the fipal resolution of such arbitration. The term “qualified arbitrators” as used herein shall refer to
qualified professional persons who have at Jeast len years of mineral industry experience in the subject matter-of the
dispute.

16. General Provisions
(2) Further Assnances

Each party shall execute all such further instruments and documents and do all such furtber actions as may
be necessary to effectuate the doguments and transactions coptemplaisd in this Agreement, in cach case et the: cast
and expense of the party requesting such funher instrument, document or action, unless expressty indicated
otherwise.

(b) Binding Effect

All covenants, conditions, 2nd 1erms of this Agrecment shall be binding upon and enure to the benefit of

_ the partics hereto and their respective suceessors and assigns. In the event that the Owner stlls, transfers, charges or

ossigns the Property or any part thereof, including thé Crown Lease and its lcaschold interest [n and to the Edwards
Property, the Owner shall be entitled to charge, novate or assign thls Agrscment, 3s the case may be, lo such
purchaser, transreree, charges or assignee, provided that the Owner shall ensure that comtemporaneous with the
consummation of any such sale, transfer, charge or assignment, the Owner shall procure from the transieree or
charges pursuant to such transaclion, a written agreement with ond in favour of the Flolder, in form and content
satisfactory to the Holder acting reasonzbly, wherein such transferes or chargee covenants and agrees to and in
favour of the Holder to be bound by the terms and conditions of this Agreement as if it were an original signatory
hereto (or in the case of a chargee, to obtm.n such 2 written agr::ment from any transferee of such chargec) and the
Holder shall exccute all such dc as is required in respect thereof 2nd the Owner shall thereafter be
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released from all obligations pursugnt to the termis of this Agreement In respect of that part of the' Property so sold,
transferred or assigned.

(c) Relationship of the Pasties

Nothing herein shall be construed fo.create, expressly or by )'lmlplicaﬁon, a join! vepture, mining im.rb\crship,
commercial partership, or other partership celationship between the Owner.aod the Halder,

(d) Governing Law

‘This Agreement shall be govemed by and construed under the laws of the Province of Ontario and the laws
of Canada applicable therein.

(c) Time of Essence

Time is ol the cssence in this Agreement.

()  Sevembility

If any provision of this Agresment is whoily or partially invalid, this Agreement shall be interpreted as if
the invalid provisien bad niot been a part hereof so that the invalidity shall nat afTect the validity of the remainder of
the Agreement which shall be as il the Agr t had been exeeujed without the invalid portion, It is
"hereby declared to be the intention of the parties that this Agreement would have beea cxecuted without reference ta
any portion which may, for any reason, hereafiér be declared or held invalid.

(g) Accounting Principles
4 1w -

All calcubytions hereunder shall be made in accordance with C: g y pl ing
principles as the same mey be in efTect from time to time.

(h) + Notices

Any notice or other communication (in each case, a “Notice™) required or pemuned to be given hereunder
shall be in writing and shall be delivered by hand or transmitted by facsimile tra dds dto: VenCan
Gold Corporation, 111 Ru:hmond Street West, Suite 318, Toronto, Onterio, MSH 2G4 (lclccopxer no. (416) 364-
2752), Attention; the President, in the case of the Holder; and to River Gold Mines Ltd., 25 Xing Strect West, Suite
2500, P.O. Box 368, Commerce Court Postal Stn., Toronto, Ontario, M5L 1G2 (telecopier no. (416) 360-7620),
Afiention; the President or Secretery, in the case of the Owner. Each of the panies may change the address at which
nolive is lo be given to it pursvant hereto, by giving notice of the change lo the other party. Auny nolice given in
accordance with this secion, if ransmitted by focsimile ransaussion; shall be decmed to have been received on the
next business day following transmission or, if delivered by hand, shall be deemed to have been received when
delivered.
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(6] Schedules

The schedales which arc attached to this Agr are incorporated into this Agreement by refersace 20d

are decsned to form part hereof.

IN WITNESS WHEREOF the parties hereto have execured this Agreement as of the day and year first

above written.

RIVER GOLD MINES LTD.

pe” 271 -0""‘~3\aso.
Per: /"’/7 ‘-\._———D a.5.0.

VENCAN RATIODZA
A}

Per: Z 2.5.0.
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This' is SCHEDULE “A” o the Royalty Agreement
between
RIVER GOLD MINESLTD.
and
VERCAN GOLD CORPORATION
(Assaying and Sampling Procedures)

All mining, sampling, assaying, stockpiling, milling and weighing of ore from the Property and the calevlation and
reconcilixtion of quaotities of rock mined to Minenls, produced, saved and marketed shall be completed in
accordance wilk good mining industry practice, including the following procedures (21l references to “null" herin
meaos the River Gold Mill as-at the date of this Agreeraent):

A. EXPLORATION

Surface and Underpround Drilling

Al holes or apenings penetrating within 30° metres of the outside boundary of the Property in respect of any party
boundary related to another property owned by the Holder shall be surveyed, logged and plotied, Hole azimuthis and
dip records shall be recarded on the master logs. For holes in excess of 100 metres in length surveys at mntervals
down the holes shall be pérformed and dowmented in the logs along with information 25 to the state of

abandonment of the hole, whether plugged, grouted or capped.
B., MINE UNDERGROUDND SAMPLING PROCEDURES

Chip Samples

Drifts: Face chips are taken from each acmal development round being driven zlong strike.
Supplementary back samples are laken when required. Sample intervals are based on
lithology/mineralized units. In g [ the minirmum sample widch is 030 m, maximum
sample width is 1.0 m. Face sampling is usually done at waist to chestheight. Sample
books are filled out with the pertinent data ~ heading, distance from sample face to
survey stations or fixed peint (rock bolt, j-hook, etc.), sample lengih, and geslogical

description of szmple interval.

Cross Cuts: Where 2 heading cross-culs the zonc of interest, the walls zre washed and sample
intervals are marked along both walls. Sample procedure is esseatially the same as face
sampling in the drifts,

Raises; Chip sempling in raises is done across the footwall of the raise, at least every other round.

Sampling procedures a5 noted above.

Shrinkage Stopes: Where possible, the back and stope ends of cach Lift are sampled, Sample lines are
raarked up o 3 m intervals and sampling is carried out across the stope back from one
wall to the other, based or lithology/mineralizagor. When the stoping method is
breasting, faces arc sumpled on a daily basis. Suppl y back samples are 12ken as
required. Ssmpling procedures are as noted above. i

Muck Samples:

Muck ssmples are collected and tagged by the mucking crew, One handful of muck is ken from euch
tucklozd of ore to a maximum of § trucks/bag.
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Longhole Samples:

Holes to be sampled are determined by the longhole engineer of the Ouner. Samples of the sludge are
collected in 2.4 m intervels along the length of the holc by the drillers and tagged.

N

C. MILLING

All miliing of ore [rom the Property is to be by baich, No exceptions shall be undertaken fo batch milling withont
the prior written consent of the Holder.

Ore from the Property mny be fed 10 the primary crusher:
I, Dby direct truck dunsping ftom the Property; ot

2. by front end loader from surface stockpiles accumulated in advance, adjacent to the mill 2nd when removed (o
the mill, the pads shall be scruped clean including picking up of pre-lid pad [loor material, al} of which malerizl
shall be delivered to the mill for processing.

Preparation of stockpile pads, accumulatfon of stackpiles and their removal including clean-up of stockpile pads and
verification that {ine ore hins not been Jost shall be completed in accordance with good mining industry practice. All
stoekpile areas for are from the Property, once established, shall be used repeatedly and not changed without prior
written notice to the Holder and without properly cleaning up the stock pile pads.and processing szme (hrough the

mill,
Knelson Coneentrztor, filter press clean out, bullion melting and clean up-uf secure 3reas

All weatment of the precious metals bearing materials from any physical concentration cireuit including the
Knelson coacentrator, precxous metals pmcmllate and similar malerials including such as may be derived
from clean up operations is to be carried out.in Seoured areas aud under !hc serutiny ot an mdcpendcm
security operator. This shall apply wherever and wh materials taining or p to

high concentrations of precious metals are encountered.

Batch milling initiation and termination

Prior lo and post treatyoent of ore and Minerals from the Property the following procedurs shell be adhered
to: the crushing circuit, floors, walkways, conveyors and {ine ore bln are t'be complelely cleaned out or
estimates made of residual material and the Owner shall complete an inventory in accordance with standard

mining industry practice.
C. SANMPLING PROCEDURES

1. Bell cut it taken oo the No, 4 conveyor with an automatic sampler. Cuts are taken on a twelve (12) minute
frequency into & peil. Samples are composited for four hours weighed in a tared container, then placed in the
oven ta dry, cooled and weighed again t0 determine moisture content, The whole sample is (abelled and bapged
forassay, Wclghu are recorded on the daily log sheets to caleulate moisturcs.

2. Acupof sample is taken on the thickener underflow dschntge every two (2) hours and put in a covered pail.
The sample is i.homugbly wmixed, filtered, washed and dried in the oven. Initial filrate 3s bottled and labelled
for assay. The cake is cut info cight (8) pieccs before drying, Tiwo opposing pies are bagyged and labelied for
assay. Another pie is used to do compostte screen 2nalysis and another iy bagged for reserve for periodic screcn

snalysis.

- 3. Composite samptes arc taken automatically for twenty-four (24) hours by a drip tubs on the clear pregnant and

barren streams. Samples are bottled and Jabelled for assay,

4. Tailings sample is manually cut every hour into a covered pail. The sample is prepared as per (he attached
procedure. One pie is bagged and lehelled for reserve,
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MILL SAMPLE PREPARATION PROCEDURE

Usc care and only clean apparstus for preparing samples

THICKENER U/F and #2 AGITATOR Ve

Wash vacoum ring and base thoroughly with fresh waler and place a Jarge filter paper on a clean work cloth,
Decant solution into vacuum ring and pour into clean Jabelled and duted bottle, '

Ada fresh water and swirl pait sufficiently w completely repulp snd mix solids.

Pour sample lnto vacuum ring untilabout % full, then (1l with fresh water,

Discard excess sample and-thoroughly wash pail and replace ‘

Allow sample 1o filter until approximately % inch of water remains and refill to top with fresh water

Repest wash and 2llow to filler to dryness (Wash is miast effective when fresh waler is added before solids
become exposed to air).

Remave ring while vacuum is still on.
Using & ¢lezn spatula, slice into cight (8) (pizza style).
Turn off vacuum and slide onto clean drying pan or lilt into clean pan.

. Place in oven until dry.

Place two (2) opposing 1/8's into JabeTled bag for asny: Be sure 10 take all olsample in those segments,

TAILINGS

1.
2.
3.

Thoroughly wash the buchner funnel and flask in the lab and plce a lacge filter paper infunnel.

Decant approximately one (1) litre of solution into-the finnel and Oesk,

Pour solution sample in washed, labelled and dated botle.

Carefully decant excess water ffom sample until only sufficient water is left to repulp sample.

Wash vacuun ring and base thoroughty with fresh water-and plice a large filter paper on a clean work cloth.
Swirl pail sufficiently to completely repulp and mix solids.

Pour sampleinto vacuum ring until sbout 34 full, then fill with fresk water.

Discard excess sample and thoroogbly wash pail and replace.

Allow sample to {Dlter until approximately % inch of water remains and refill to top with fresh water.

Repeat wash ond allow to filter ta dryncss (Wash is most effective when {resh water is added before solids
become expased to air).

. Rernove ring while vacuum is still on,
. Using a dlear spatula, slice Into cight (8) (pizza style).

Turn of vacuum and slide onto clean drying pan-or lift {nto clean pan.

. Place In over unti] dry.

Place two (2) opposing 1/8 into Jabelled bag for assay. Be sure 10 take 1 of sample i those scgments.




E..

INVENTORY SAMPLING PROCEDURE

CRUSHING CIRCUIT

Grizzly bin is empticd and back-hoe used'to clean down back and sides.. Any.ore left ia the bin is estimated by
the personnel of the Owney and the representative of the Holder or indepéndent security operator logether.

Coarse ore bin is emptied.

Fine ore bin is emptied and blown down as much as possible {frozen ore has o be estimated by personne] of the
Owner and representative of the Holder of independent sceurity officsr together).

Clean-up is done prior to running out of ore and the crusher sump is cleaned out the previous day.

Picturss arc tzken to verify clezs-up and future reference,

GRINDING CIRCUIT

I

Once the fine ore bin is emptied, the mill is ground out for 30 niinutes with water to ensure emplying its
contents then shut down. This surge of slury s pumped through the tyclone and into the thickener. Dnce this
material has passed through the circuit, the nwll is restarted with water only and ground out for 15 10 20 minutzs
then shut down. This flushes the mil] of any remaining solids.

The Koelson Concentrator is left running until all the prinding circnit material is pumped through then ‘it is
flushed three times to ensure that nothing is left n the Knclson. The Xnelson is then shul down and wot re-
started until 3l the concentrate has.been tabled and the middlings from the fable re-vvm on the wble, The shaker
toom sump is cleaned oul and all material is passed on Lhe table to recover any gold. Once again, middlings arc
re-run on the table, Middlings left at this stage arc labelled ang stored in the. vault until simjlar-ore is back in the
circuit then reprocessed or 2dded to the slog to be shipped to Sabin Metals Corp andlor other Processors for
ceprocessing.

The cyclone underflow box, the Knelson feed pump box, ball mill discharge launders and cyclone feed pump
box are washed down prior to the mill being shut down to cnsure that no solids are left.

The ball mill discharge box is hosed out the day previous to the switch over then 2 final hosing while the mill is
grinding out.

Pictures are token for future reference.,

FILTERING

1.

Filters are kept runping until the mills ore down, then shul down, Presses are shut down and the flowraeter
reading recorded. Alter the filtate sampling is comnpleted, the press socks are taken to the gold melting room
and a new press is started up.

SAMPLING

I

As soon as the filters arc down and the circuit stablizes (every thing balanced in the tanks for inventory),
inventory sampling begins.

The thickener is sampled at the overflow, at 27 inches down with a siphou, at 54 inches, Uie interface, at 82
inches (thickener bed), 2nd the underflow. Pulp specific gravities ace laken and recorded on the underflow and
the 82 inch samples to calculate tonngs of solids and liquid for the metallurgical batance,

The agitators arc then sampled i sequence. A measurement is faken from a measured refersnce point down to
the pulp Jevel in the agilator and recorded. A pulp specific gravity is taken with a Marey density scale and
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recorded, This will give us the volume of pulp in the agitator and using the specific gravity of that pulp we can
calculate the tonnes of solids and liquid in each tank.. Bach agitator is sampled,

Using @ measured reference poim, the levels of the pregnant and barren tonks are measured and recorded.
Santples are taken from each tank .

Using a measured reference point, the levels of the mill solution and clear pregoant tanks are measured and
recorded. Samples arc taken from each tank.

The status ofal) clarifiers is checked and recorded, Mo, 3 elarifier is sampled.

Solution samples arc taken in triplicate (Owner, Holder and rescrve). Pulp samples are filtered on 2 buchner

. funnel, Solution sumplcs are splil into three. Solids are diluted with fresh water and filtercd on a3 vacoum ring

and washed three times to remove any dissalved gold. -Sanples are then dried ir sn oven, screened ona clezn
50 mesh screen to break up any lurnps, thoroughly mixed on 2 clean paper by rolling 100 times znd threc
saraples are cut out of the whole. One :umplele set of sampics (sohd.s and solotions) are given 10 the
representative of the Holder or independent security officer for assay in a laboratory of Iheir choice. Onc
complete set of sarmples is sent to-the laboratory of the Owner for assay. The thixd set Is stored in reserve,

When both parties have assays, they are exchanged via facsimile tr ission.

METALLURGICAL BALANCE

L

4,

s

Both partics use computer spreadshects to calculate the gold inventory using 3ll data collected. The average of
both sets of assays are used for the metal accounting. The thickener sections are calenlated using the average
assay of the top and bottom averge assays (i.e. average of thickener 27" and thickener 54" assays equals assay
for the 27" to 54" volume),

Recovery of the gold inventery is calculated based on the celeulated losses of the previous:three days of milling
using weighted averages of solid and sclution fosscs against 3 weighted average of rilings solids and solutions.
A weighted average density is also calculated.

The actual inventoried solids and czleulated sofid losses are used to calculate the ounces lost, Using the
calculated average density of the tailings slurty, a solution tonnes is calculated. With these tonnes and the
average solution losses, a solution loss is enleulated.

The total losses is subtracted from the total ounces in inventory to give the recoverable ounces, Comparison of
the before 2nd alter inventories gives a difference 1o be credited to either party,

Should tsere be a difference of fonnes in the bin, the same procedure is used (o calculate the ounces la the rock
aud the average recovery delermines the ounces attributeble to either party.

Since storting to process ore fcom the Edward's Propetty, the River Gold Mill has undergone cxpansion. [nventory

ling has been expanded to include voluntes of malerial retained in these additional picccs of equipment.




This Is SCHEDULE “B™ to the Royalty Agreement

between

RIVER GOLD MINES L TD.
and
VENCAN GOLD CORPORATION
(Rules for Arbitration)
The following rules nad procedures shall apply with respeet to any nz:;ncr to be erbitrated by the partics under the
terms of the Agreement, | .

1 Inttistion of Asbitration Proccedings

(=) If vy psasty to this Agreement wishes lo have sny matter under this Agreement srbiroted in
sccordence with the provisions of this Agreernent, it shall give nolice to the other party hercto
specifying particulars of the matter or matters in dispute and proposing the pamie of one person it

3 wishes to be appointed an atbitrator. Within 10 days after receipt of such notice, the otber party to

- this Agrcement shall give relurn notice to the first patty proposing the name of 2 person it wishes

ta be appointed en arbitrator, If such retum notice is not given by (he other party within such 10

day period, it shall be deemed to have accepled the Artbilrators proposed by the fisst party as the

sole arbitrator, If such rerum notice is given within such 10 day period proposing another persan

(o be arbitrator, the two propased arbitrators shal] meel within 10 days of such second notice aud

select a third person to be the third arbitrator and act as Chairman of the arbitration panel.

g
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- (b) All Arbitrators so nominated or selected shall be qualified by education and experience to decide
the matier in dispute. The Arbirators shall be at ann’s leagth from both parties and shall not be
B officers, dircctors or emplayecs of either pamy or 2 snember of the audit.or Jegal firm or firms who
h advise either party, nor shall the Asbimrators be persons who arc otherwise regulasly retained by
cither of the pardes,
2, Submission of Written Statements

(a) Within. 10 days of the appointment of the Arbitrators, the party initiating the arbitrztion {the
“Clainant™) shall send the other party (the “Respondent”) a statement of clilm sering out in
sufficient detail the facts and amy contentions of faw on which it relies, and the relief that it claims.

s ¢
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(b) Within 15 days of the receipt of the statement of claim, the Respondent shail send the Claimant 3
statement of defcace stating in sufficient detail which of the facts and contentions of law in the
statement of cfaim it admits or denies, on whal grounds, 2nd on what other facts and conlentions
of law be relies.

(©) Within 10 days of receipt of the statement of defenee, the Claimant may send the Respondent a
statement olreply,

«) All statements of claim, defence and reply shall be 2ccompanied by copies (or, if they are
especially voluminous; lists) of el esscatial documents on which the party concemed relies and
which bave not previously been submitied by any party, and (where practiczble} by any relevant
samaples,

(e) After submission of all the statements, the Arbitratoss will give: direclions. for the further conduct
of the erbitration.
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Meetings and Hearings

(a) The orbitration shall take place fo the City of Torants, or in such other place a5 the Claimant and
the Respondent shall agree in writing. The erbitration shal] be conducted in English. Subject to
any adjounments which the Asbitrators allow, the final hearing, will be continued oa suecessive
working days until it is conicluded,

(b) All meetings and hearings will be in private unless the partics otherwise agree.

(¢) Any party may be represented at any meetings or hearings hy legal counsel.

d) Each party may examine, cross-exainine ond re-examine all witnesses at the arbitration,

The Decision

(2) The Arbitrators will make 2 decision in writing and, unless the parties otherwise agree, will set our

fordecision in the decisil

(] The Arbitrators will send the decision 1o the parties as soon-as practicable aficr the conclusion of
the final hearing, but fn any event no later than 20 days therexficr, unless that time period: is
extended for a fixed period by the Arbitrators on wrinten notice to cach party because of illness or
cther cause beyond the Arbitrators® control,

() The decision shall detemiine and award costs tothe successful party in the arbitration,

(d) Tbe decision shall be final and binding on ihe parties and shall not be subject to any sppeal or

review procedure provided that the Arbitrators has followed the wules provided herein in good faith
and has p ded in dance with the peinciples of natural justice. In the event ejther party
initiatos any court proceeding in respeet of the decision of the Asbitration ar the matter asbitrated,
such party shall, if unsuccessful in the court proceeding, shall pay the other parties costs on a
solleitor/clicnt basis plus alf othies reasonable expenses incurred by such othér party from the daie
of delivery of the notice commencing arbimration to the date of determination of such court
proceeding.

Jurisdiction and Powers of the Arbilratoss

(@

(&)

By submitting to arbltration under these Rules, the parties shall be taken to hove conferred on the
Arbitrators the following jurisdiction and powers, lo be exercised at the Arbitrators® discretion
subject only 1o bese Rules and the relevant lew with the object of ensuring the just, expeditious,
economical and fina] determination of the dispute referred to arbitration.

Without limiting the jurisdiction of the Arbitrators at law, the parties agres that the. Arbitrators
shall have jurisdiction to:

6] determine 2ny question ol law arising in the arbitration;

(i) determine any question as 10 the Acbitrators® jurisdiction;

(Iit) determing any question of good faith, dishcnesty o fraud in’sing in the dispute;

(iv) order iy pary to fumnish further defails of that party’s case, in fact or in law; -

(v proceed ir the arbitration notwithstanding the fajlute or refusal of any party to comply
with these Rules or wilh the Arhitrators’ orders or directions, or to sttend any meeting or

hearing, but only afier giving that party written notice that the Arbitrators lotends to do
50,
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THIS AGREEMENT N o !

BETWEEN:

Strike Minerals Inc., baving offices at 80 Richmond 8t W. Toromto, ON
' {(Hereinafter referted to as the “Purchaser™) Of the first Part

AND:

Kenneth George Fenwick (*Fenwick™), George Lucuik (“Lucuik™), Hacquoil
Construction Ltd. (“Hacquoil”), Donald Leishman (“Leishman™), and Donald J,
Devereaux (“Devereaux™), (Together hereinafter referred to as the “Vendors™) Of the
' second part. .

WHEREAS:

A. The Vendors are the owners of unpatented and patented mineral claims in Priske
Township (claim no. 1196889, patents TB 3327 and TB 3354, and six additional
claims staked by Everton Resources Inc.: Claims#4240554, 4240555, 4240557,
4240558, 4240559 and 4240565 (“the Property™)). -

" .B. The Purchaser has agreed to purchase and the Vendors have agreed to sell the
‘Property on the terms and conditions hercinafter set forth.

REPRESENTATIONS AND WARRANTIES OF THE VENDQRS

The Vendors represent and warrants to the purchaser that:

1. They are legally entitled to hold the property and the Property Rights,

2. They are, and at the time of each transfer to the Purchaser of mineral claims
comprised in the Property they will be, the recorded holders and beneficial owners of
all of the mineral claims comprising the Property free and clear of all liens, charges
and claims of others, except as noted under “NSR and Continuing Payments™ below,
and no taxes or rentals are due in respect of any thereof;

3. The mineral claims comprised in the Property have been duly and validly located and
recorded pursuant to the laws of the jurisdiction in which the Property is situated are
in good standing with respect to all filings , fees, taxes, assessments, work
commitments or other conditions on the date hereof.

4, There is no adverse claim or challenge against or to the ownership of or title to any of
the mineral claims comprising the Property, nor to the knowledge f the Vendor, is
there any basis therefore, and there are no outstanding agreements or options to
acquire or purchase the Property or any portion thereof, and no person other than the
Vendors, pursuant to provisions hereof, has any royalty or other interest whatsoever
in production from any of the mineral claims comprising the Property, The
representations and warranties contained in this section are provided for the exclusive
benefit of the Purchaser, and a breach of any one or more thereof may be waived by
the Purchaser in whole or in part at any time without prejudice to its rights in respect
of any other breach of the same or any other representation or warranty, and the

Wi
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representations and warranties contained in this section shall survive the execution
hereof.

REPRESENTATIONS AND WARRANTIES OF THE PURCHASER

1. The Purchaser shall maintain the claims in good standing.

2. Should the Purchaser fail to do work (of any kind) on each of the claims that
constitute the Property for & period of twe calendar years, the claim in question shall
revert to the Vendors.

3. The Purchaser will execute an exploration plan for the Property.

4, The Purchaser shall have on going unencumbered access to the Property for
exploration, mining and mineral processing purposes.

PURCHASE AND SALE .

The Vendors agree to sell and the Purchaser agrees to purchase a 100% undivided interest
in and to the property free and clear of all charges, encumbrances and claims, except for
those set out under “NSR and Continuing Payments™ below.

In consideration of the sale of the Property by the Vendors the Purchaser shall pay the

sum of 360,000 common shares of Strike Minerals Inc, to Fenwick, Lucuik, Hacquoil,
Leishman and Devereaux in the amounts and accounts indicated by the Vendors,

NSR AND CONTINUING PAYMENTS

The Vendors shall be entitle to a continuing three percent (*3%”) Net Smelter Royaity
(“NSR”) from the proceeds of commercial production from the Property. Commencing N
on December 31, 2011, the Purchaser will pay the Vendors a pre-production advance
royalty of $10,000, which payments will be deducted from and credited against all future
NSR royalties due to the Vendors from the proceeds of commercial production from the
Property. At such time as the Purchaser completes a feasibility study for commercial
production from the Property, the Purchaser shall enter into a written Net Smelter
Royalty agresment with the Vendors and/or its successors in title to the NSR. The
Purchaser or its designee(s), shall have the right, at any time or times, to purchase up to
half of the 3% NSR for the total cash sum of $1,500,000. Such purchase may be made in
increments of $500,000 per each 0.50% Net Smelter Return royalty.

OTHER OBLIGATIONS OF THE PURCHASER

The purchaser agrees to maintain in good standing those mineral claims comprised in the
Property by the doing and filing of assessment work or the making of paytments in lieu
thereof, by the payment of taxes and rentals, and the performance of all other actions
which may be necessary in regard and in order to keep such mineral claims free and clear
of the liens and other charges arising from the Purchasers activities thereon except those
at the time contested in good faith by the Purchaser,

‘The Purchaser agrees to do all the work on the property in a good and workman like X
fashion and in accordance with all applicable laws, regulations, orders and ordinances of
any government authority.

The Purchaser agrees to indemnify and save the Vendors harmless in respect of any and
all costs, claims, liabilities and expenses arising out of the Purchasers activities on the
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Property, but the Purchaser shall incur no obligation hereunder in respect of ¢claims
arising or damages suffered after termination of the Purchase Agreement if upon
termination of the Agreement any workings on or jraprovements to the Property made by
the Purchaser are left in a safe condition in accordance with government regulations and
laws.

TERMINATION OF PURCHASE AGREEMENT

Prior to the payment in full of the purchase price and completion of the work
commitruents, the Purchaser may terminate the Purchase Agreement by notice to the
Vendors.

If the Purchase Agreement is terminated by the Purchaser or the Vendors, prior to the
payment of Purchase Price in fuill and the completion of the work commitiments and
obligations of the Purchaser stop at the balance of the Purchase Price then the outstanding
and complete the work commyitments shall end and the Purchaser shall:

i. Leave in good standing for a period of at least threa months from the termination of

" the Purchase Agreament those mincral claims comprised in the Property

ii. Deliver to the Vendors a Bill of Sale or other proper form of transfer documents, in
recordable form whereby the right, title and interest in and to the Property has been
transferred to the Vendors or their nominees, free and clear of all liens or charges
arising from the Purchasers activities on the Property, and:

iii, Deliver at no cost to the Vendors within 90 days of such termination, copies of all
reporis, maps, assay results and other relevant technical datz compiled by, prepared at
the direction of, or in the possession of the Purchaser with respect to the Property and
not theretofore furnished to the Vendors.

SURFACE RIGHTS .
The Vendors will retain surface tights to the properties where applicable.

TRANSFER OF TITLE
Concurrently with the execution of this agreement, the Vendors shall deliver to the
Purchaser duly executed transfers of the 100% interest in the Property.

JOINT AND SEVERAL
The Vendors agree to be jointly and severally bound by the terms of this agreement with
respect to the individual claims constituting the Property above.

GENERAL TERMS

This Agreement shall supersede and replace any other agreements or arrangements,
whether oral or written, heretofore existing between the parties in respect of the subject
matter of this agreement.

This Agreement shall endure to the benefit of and be binding upon the parties and thcn'

respective successors and permitted assigns. ; %/
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This Agreement shall be governed by the laws of Province of Ontario and shall be subject
to the approval of al] securities regulatory authorities having jurisdiction.

In witness whereof the parties heteto have executed this agreement as of the day and year
first above written:

Michael C. Newbury
President and CEO of Strike Minerals Inc.
~ Signedon: globel"___, 2011

Moy (8, il

The above is understood and agreed:

N etedh  H wrde ¥ o
Kenneth George Fenwick
Authorized Representative of the Vendors in dealings on the Property
Signed on : Osteber t§_, 2011
‘ Neg

Page:575
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Mining Claim Abstract
| Main Menu [ Back |

THUNDER BAY - Division 40

Due Date: 2017-Nov-07
Work Required: $400

Total Work: $8,400
Total Reserve: $3,125

Present Work Assignment: $0
Claim Bank: $0

Claim Number: TB 1196889
Recorded: 1994-Nov-07
Staked: 1994-Nov-01 14:50
Township/Area: PRISKE (G-0631)
Lot Description:
Claim Units: 1

Status: ACTIVE

Claim Holders
Recorded Holder(s) Percentage
STRIKE MINERALS INC. ( 100.00 %)

Client Number
198369

Transaction Listing

Type
STAKER

STAKER
STAKER
TRAN
TRAN

OTHER
WORK
WORK

WORK
WORK

ORDER

OTHER
WORK
OTHER

WORK
OTHER

WORK
WORK
ORDER

OTHER
WORK

CANC

CANC

ORDER
WORK

WORK
WORK

OTHER
TRAN
OTHER

WORK

TRAN

Date
1994-Nov-07

1994-Nov-07
1994-Nov-07
1995-0ct-25
1996'~Jul-02

1996-Jul-10
1996-Jul-10
1996-Jul-10

1997-lun-16
1998-Jun-01

2000-Nov-03

2001-Jan-04
2001-Jan-04
2002-Nov-06

2002-Nov-06
2005-0Oct-19

2005-Oct-19
2007-May-17
2008-Nov-07

2009-Aug-07
2009-Aug-07

2009-Nov~-18

2009-Nov-18

2010-Jan-06
2010-Jan-08

2010-Jan-08
2010-Sep-22

2012-Aug-23
2012-Feb-01
2012-Feb-17

2012-Feb-17

2012-Feb-17

Applied Description

$290
$110

$400
$800

$800

$1,200

$1,000
$200

$400

$710

$486

$400

RECORDED BY POUTANEN, RALPH ARTHUR (E33658)
POUTANEN RALPH ARTHUR (225546) RECORDS 75.00 %
IN THE NAME OF FENWICK KENNETH GEORGE (300118)
POUTANEN RALPH ARTHUR (225546) RECORDS 25.00 %
IN THE NAME OF LEISHMAN DONALD MURRAY (159212)
FENWICK KENNETH GEORGE (300118) TRANSFERS
75.00 % TO RIK EXPLORATIONS LTD. (187972)

RIK EXPLORATIONS LTD. (187972) TRANSFERS 75.00 %
TO FENWICK KENNETH GEORGE (300118)
GEOTECHNICAL WORK PERFORMED APPROVED: 1996~
OCT-08 ’

PHYSICAL WORK APPLIED APPROVED: 1996-NOV-19
GEOTECHNICAL WORK APPLIED APPROVED: 1996-0CT-
08

$110

\WORK APPLIED APPROVED: 1997-SEP-03

PHYSICAL WORK APPLIED

RECORDER EXTENDS TIME UNTIL AND INCLUDING
2001-JAN-08 FOR WORK AND FILING THEREOF.

WORK PERFORMED (ASSAY, PROSP) APPROVED: 2001-
JAN-22

WORK APPLIED APPROVED: 2001-JAN-22

WORK PERFORMED (ASSAY, GEOL) APPROVED: 2003-
JAN-22

WORK APPLIED (ASSAY, GEOL) APPROVED: 2003-JAN-
22

$1,004

$1,200

WORK PERFORMED (ASSAY, PROSP) APPROVED: 2005- $200
NOV-16

WORK APPLIED (ASSAY, PROSP) APPROVED: 2005-NOV-

16

WORK APPLIED

RECORDER EXTENDS TIME UNTIL AND INCLUDING
2009-AUG-07 FOR WORK AND FILING THEREQF.

WORK PERFORMED (PROSP) APPROVED: 2009-OCT-30 $1,110
WORK APPLIED (PROSP) APPROVED: 2009-OCT-30
CANCELLED PURSUANT TO SUBSECTION 72(1)(B) OF
THE MINING ACT R.S.0. 1990

NOTICE OF RE-OPENING (SUBSECTION 72. 1 (2) UNDER
THE MINING ACT R. S, 0. 1990.) POSTED 2009-NQV-19
- CHECK CLAIM MAP FOR ANY RESTRICTIONS TO
STAKING

MINISTER RELIEVES FROM FORFEITURE AND EXTENDS
TIME UNTIL AND INCLUDING 2010-APR-05 FOR WORK
AND FILING THEREOF

WORK APPLIED

WORK APPLIED

WORK APPLIED

WORK PERFORMEDASSAY, PDRILL APPROVED: 2013-
JAN-10

LEISHMAN, DONALD MURRAY (159212) TRANSFERS
25.00 % TO STRIKE MINERALS INC. (198369)

WORK PERFORMED (ASSAY, GEOL) APPROVED: 2012-
JUN-14

WORK APPLIED (ASSAY, GEOL) APPROVED: 2012-JUN-
14

DEBENTURE/MORTGAGE/SECURITY INTEREST: STRIKE
MINERALS INC. (198369) AND WATERON GLOBAL
VALUE (LUXEMBOURG) S.A.R.L. (410488)

$29,886

$7,777

Performed

Number
R9440.00523

R9440.00525
R9440.00524
T9540.00054
T79640.00029

Q9640.00373
W9640,00372
W9640.00373

W9740.00717
W9840.00454

D0040.00140

Q0140.00004
w0140.00004
Q0240.01700

W0240.01700
Q0540.01663

W0540.01663
W0740.00997
D0840.00849

Q0940.01986
W0540.01986

C0940.08058

C0940.08068

01040.00002
W1040.00278

W1040.00280
W1040.02227

Q1240.02061
T1240.00062
Q1240.00589

W1240.00589

T1240.00109

3/8/2017




TRAN  2012-Jan-27 FENWICK, KENNETH GEORGE (300118) TRANSFERS
75.00 % TO STRIKE MINERALS INC. (198369)
OTHER  2012-1u20 WORK PERFORMED (ASSAY, PDRILL) APPROVED: 2012- ¢4q g1
WORK  2019ul20  sagp  WIORKAPPLIED (ASSAY, PDRILL) APPROVED: 2012-OCT-
RECORDING DATE OF FEBRUARY 27, 2012 FOR
MISC ~ 2012-Mar-28 W1240.00589 ENTERED IN ERROR
MISC  2012-May-04 CORRECTION TO WORK REPORT (W124001258)
OTHER  2013-Aug-19 WORK PERFORMEDGPSG APPROVED: 2013-0CT-23  $400
WORK  2013-Aug-19 $400  WORK APPLIEDGPSG APPROVED: 2013-OCT-23
OTHER.  201S-Apr-27 WORK ASSIGNED
OTHER  2015-Feb-26 WORK ASSIGNED

WORK  2015-Mar-30  $800 WORK APPLIED

Claim Reservations

01 400' surface rights reservation around all lakes and rivers
02 Sand and gravel reserved

03 Peat reserved

04 Other reservations under the Mining Act may apply

Page 2 of 2

T1240.00059

Q1240.01863
W1240.01863

M1240.00064

M1240.00307
Q1340.02055
W1340.02055
G1540.00827
G1540.00180
W1540.00827

Home | Mines and Minerals @ | Northern Development @ | Ring of Fire Secretariat
News @ | Site Map | Contact Us

B: Ontario
This site is maintained by the Government of Ontario, Canada.
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In the Matter of the Proposal of
Strike Minerals Inc.
Interim Statement of Receipts and Disbursements
For the Period from December 1, 2016 to March 8, 2017

Cash Receipts
Funds from secured creditor $ 156,000
Total Receipts 156,000
Cash Disbursements
Proposal Trustee fees 28,477
Geologist Support 2,000
HST Paid 17,905
Bankruptcy Retainer 24,000
Legal Fees 82,593
Bank and Service Charges 255
Total Disbursements 155,230
770

Ending Cash Balance $
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CONFIDENTIAL APPENDIX 1
SUBJECT TO A SEALING ORDER
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Court File No.: 35-2193939
Estate No.: 35-2193939

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

THE HONOURABLE ) THURSDAY, THE 23RP

)
JUSTICE | ) DAY OF MARCH, 2017

IN THE MATTER OF THE PROPOSAL OF STRIKE MINERALS INC.,
OF THE CITY OF LONDON, IN THE PROVINCE OF ONTARIO

APPROVAL AND VESTING ORDER

THIS MOTION, made by A. FARBER & PARTNERS INC,, in its capacity as proposal
trustee (in such capacity, the “Proposal Trustee”) of Strike Minerals Inc. (the “Debtor”), for an
order approving the sale transaction (the “Transaction”) contemplated by an asset purchase
agreement (the “Sale Agreement”) between the Debtor, as vendor, and 2548304 Ontario Inc., as
purchaser (the “Purchaser”) dated December 6, 2016 and appended as Appendix C to the First
Report of the Proposal Trustee dated December 8, 2016 (the “First Report”), and vesting in the
Purchaser the Debtor’s right, title and interest in and to the assets described in the Sale
Agreement (the “Purchased Assets”), was heard this day at 330 University Avenue, Toronto,

Ontario.

ON READING the Motion Record of the Proposal Trustee, including the Third Report
of the Proposal Trustee dated March 10, 2017 (the “Third Report”), and on hearing the
submissions of counsel for the Proposal Trustee, counsel to the Debtor and counsel to the
Purchaser, no one appearing for any other person on the service list, although properly served as

appears from the affidavit of Paula Hoosain sworn March 10, 2017, filed:

1. THIS COURT ORDERS AND DECLARES that the Transaction is hereby approved,
and the execution of the Sale Agreement by the Debtor is hereby authorized and approved, with
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such minor amendments as the Debtor, the Purchaser and the Proposal Trustee may deem
necessary. The Debtor is hereby authorized and directed to take such additional steps and
execute such additional documents as may be necessary or desirable for the completion of the

Transaction and for the conveyance of the Purchased Assets to the Purchaser.

2. THIS COURT ORDERS AND DECLARES that upon the delivery of a Proposal
Trustee’s certificate to the Purchaser substantially in the form attached as Schedule “A” hereto
(the “Proposal Trustee’s Certificate”), all of the Debtor's right, title and interest in and to the
Purchased Assets described in the Sale Agreement and listed on Schedule “B” hereto shall vest
absolutely in the Purchaser, free and clear of and from any and all security interests (whether
contractual, statutory, or otherwise), hypothecs, mortgages, trusts or deemed trusts (whether
contractual, statutory, or otherwise), liens, executions, levies, charges, or other financial or
monetary claims, whether or not they have attached or been perfected, registered or filed and
whether secured, unsecured or otherwise (collectively, the “Claims”™) including, without limiting
the generality of the foregoing: (i) any encumbrances or charges created by the Order of the
Honourable Mr. Justice Penny dated December 13, 2016 (the “Appointment Order”) save and
accept the DIP Charge (as defined in the Appointment Order); (ii) any and all royalty rights
and/or claims and purchase options pursuant to or arising under any agreements or arrangement,
whether. written or otherwise, entered into by the Debtor prior to the Appointment Order,
including without limitation the agreements listed in Schedule “C” hereto; (iii) all charges,
seéﬁrity interests or claims evidenced by registrations pursuant to the Personal Property Security
Act (Ontario) or any other personal property registry system; and (iv) those claims listed on
Schedule “C” hereto (all of which are collectively referred to as the “Encumbrances”, which
term shall not include the permitted encumbrances, easements and restrictive covenants listed on
Schedule “D” hereto) and, for greater certainty, this Court orders that all of the Encumbrances
affecting or relating to the Purchased Assets are hereby expunged and discharged as against the

Purchased Assets.

3. THIS COURT ORDERS that upon the registration in the Land Registry Office for the
Land Titles Division of Algoma (No. 1) of an Application for Vesting Order in the form
prescribed by the Land Titles Act and/or the Land Registration Reform Act, the Land Registrar is
hereby directed to enter the Purchaser as the owner of the subject real property identified in

Part 1 of Schedule “B” hereto (the “Real Property”) in fee simple, and is hereby directed to
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delete and expunge from title to the Real Property all of the Claims listed in Schedule “C”

hereto.

4, THIS COURT ORDERS that upon the filing in the Provincial Recording Office for the
Province of Ontario, Ministry of Northern Development and Mines, of a copy of this Vesting
Order, the Provincial Mining Recorder is hereby directed .to enter the Purchaser as the recorded
holder of the mining claims identified in Part 2 of Schedule “B” hereto (collectively, the
“Unpatented Mining Claims™”) as to a 100% interest, and is hereby directed to delete and
expunge from the mining claim abstracts for the Unpatented Mining Claims all claims of the

Claims listed in Schedule C hereto denoted as pertaining to the Unpatented Mining Claims.

5. THIS COURT ORDERS that for the purposes of determining the nature and priority of
Claims, the net proceeds from the sale of the Purchased Assets shall stand in the place and stead
of the Purchased Assets, and that from and after the delivery of the Proposal Trustee’s Certificate
all Claims and Encumbrances shall attach to the net proceeds from the sale of the Purchased
Assets with the same priority as they had with respect to the Purchased Assets immediately prior
to the sale, as if the Purchased Assets had not been sold and remained in the possession or

control of the person having that possession or control immediately prior to the sale.

6. THIS COURT ORDERS AND DIRECTS the Proposal Trustee to file with the Court a
copy of the Proposal Trustee’s Certificate, forthwith after delivery thereof.

7. THIS COURT ORDERS AND DIRECTS that the Purchaser shall, subject to the
requirements of the Mining Act (Ontario), be permitted to enter, use and occupy such part or
parts of the surface rights corresponding to the Purchased Assets as are necessary for the purpose
of prospecting and the efficient exploration, development and operation of the mines, minerals

and mining rights therein except to sand, peat and gravel.

8. THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal
Information Protection and Electronic Documents Act, the Debtor is authorized and permitted to
disclose and transfer to the Purchaser all human resources and payroll information, to the extent
applicable, in the Debtor’s records pertaining to the Debtor’s past and current employees. The

Purchaser shall maintain and protect the privacy of such information and shall be entitled to use
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the personal information provided to it in a manner which is in all material respects identical to

the prior use of such information by the Debtor.
9. THIS COURT ORDERS that, notwithstanding:
(a) the pendency of these proceedings;

(b) any applications for a bankruptcy order now or hereafter issued pursuant to the
Bankruptcy and Insolvency Act (Canada) in respect of the Debtor and any

bankruptcy order issued pursuant to any such applications; and
(c) any assignment in bankruptcy made in respect of the Debtor;

the vesting of the Purchased Assets in the Purchaser pursuant to this Order shall be binding on
any trustee in bankruptcy that may be appointed in respect of the Debtor and shall not be void or
voidable by creditors of the Debtor, nor shall it constitute nor be deemed to be a fraudulent
preference, assignment, fraudulent conveyance, transfer at undervalue, or other reviewable
transaction under the Bdnkruptcy and Insolvency Act (Canada) or any other applicable federal or
provincial legislation, nor shall it constitute oppressive or unfairly prejudicial conduct pursuant

to any applicable federal or provincial legislation.

10.  THIS COURT ORDERS AND DECLARES that the Transaction is exempt from the
application of the Bulk Sales Act (Ontario).

11.  THIS COURT ORDERS that the Purchaser shall be authorized to take all steps as may

be necessary to effect the discharge of the Encumbrances.

12. THIS COURT ORDERS that the Confidential Appendix 1 to the Third Report be kept
confidential and under seal until the earlier of: (i) Closing (as defined in the Sale Agreement); or

(ii) further Order of this Honourable Court.

13. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada or in the United States to give
effect to this Order and to assist the Debtor, the Proposal Trustee and their respective agents in
carrying out the terms of this Order. All courts, tribunals, regulatory and administrative bodies

are hereby respectfully requested to make such orders and to provide such assistance to the the
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Debtor, and the Proposal Trustee, as an officer of this Court, as may be necessary or desirable to
give effect to this Order or to assist the Debtor and the Proposal Trustee and their respective

agents in carrying out the terms of this Order.




Schedule A — Form of Proposal Trustee’s Certificate

Court File No.: 35-2193939
Estate No.: 35-2193939

ONTARIO
SUPERIOR COURT OF JUSTICE
(IN BANKRUPTCY AND INSOLVENCY)

IN THE MATTER OF THE PROPOSAL OF STRIKE MINERALS INC.,
OF THE CITY OF LONDON, IN THE PROVINCE OF ONTARIO

PROPOSAL TRUSTEE’S CERTIFICATE

RECITALS

A. Pursuant to an Order of the Honourable Mr. Justice Penny of the Ontario Superior Court
of Justice (the “Court”) dated December 13, 2016, A. Farber & Partners Inc. (in such capacity,
the “Proposal Trustee”) was appointed trustee in re the proposal of Strike Minerals Inc. (the
“Debtor™).

B.  Pursuant to an Order of the Court dated March 23, 2017, the Court approved the asset
purchase agreement made as of December 6, 2016 (the “Sale Agreement”) between the Debtor,
as vendor, and 2548304 Ontario Inc., as purchaser (the “Purchaser”) and provided for the
vesting in the Purchaser of the Debtor’s right, title and interest in and to the Purchased Assets,
which vesting is to be effective with respect to the Purchased Assets upon the delivery by the
Proposal Trustee to the Purchaser of a certificate confirming (i) the payment or satisfaction by
the Purchaser of the Purchase Price for the Purchased Assets; (ii) that the conditions to Closing
as set out in Article 8 of the Sale Agreement have been satisfied or waived by the Debtor and the
Purchaser; and (iii) the Transaction has been completed to the satisfaction of the Debtor and the

Proposal Trustee.

C. Unless otherwise indicated herein, terms with initial capitals have the meanings set out in

the Sale Agreement.
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THE PROPOSAL TRUSTEE CERTIFIES the following:

1. The Purchaser has paid and the Debtor has received the Purchase Price for the Purchased

Assets payable on the Closing Date pursuant to the Sale Agreement;

2. The conditions to Closing as set out in Article 8 of the Sale Agreement have been

satisfied or waived by the Debtor and the Purchaser; and

3. The Transaction has been completed to the satisfaction of the Debtor and the Proposal

Trustee.

4. This Certificate was delivered by the Proposal Trustee at [TIME] on
March __,2017.

A. FARBER & PARTNERS INC,, solely in its
capacity as the Trustee in re the proposal of
STRIKE MINERALS INC., and not in its
corporate capacity

Per:

Name:
Title:




Schedule B — Purchased Assets

All of the Debtor’s title, rights, benefits and interest in and to the Purchased Assets (as defined in
the Sale Agreement), including without limitation:

Part 1:

The following real estate interests:

L.

Part 2:

PIN 31126-0039 (LT) (FEE SIMPLE) BEING PCL 1438 SEC AWS; MINING CLAIM
SSM2183 JACOBSON AS IN A3626; S/T LT25876; S/T LT113588; DISTRICT OF
ALGOMA

PIN 31126-0037 (LT) (LEASEHOLD) BEING PCL 1861 SEC AL; PT MINING
CLAIM SSM490470 JACOBSON; PT MINING CLAIM SSM490471 JACOBSON PT
1-6 1R8155 EXCEPT SRO PT 5 1R8155; SRO ON & OVER STRIPS OF LAND
ALONG THE LIMITS OF PT 2 BEING A TRAVELLED ROAD, & WHICH STRIPS
OF LAND ARE BOUNDED BY THE SAID LIMITS & BY A LINE EVERY POINT
OF WHICH IS DISTANT 91.440 METRES (300 FT) FROM THE NEAREST POINT
IN THE SAID LIMITS; SRO ON & OVER A STRIP OF LAND ALONG THE SHORE
OF AN UNNAMED POND & WHICH STRIP OF LAND IS BOUNDED BY THE
HIGH WATER MARK OF SAID POND & BY A LINE EVERY POINT OF WHICH IS
DISTANT 121.920 METRES (400 FT) FROM THE SAID HIGH WATER MARK;
DISTRICT OF ALGOMA

The following unpatented mining claims

Township Claim # Status Name of Holder Due Date
1. | Jacobson 1180740 Active Strike Minerals Inc. | 2017-Jun-02
2. | Jacobson 1192204 Active Strike Minerals Inc. | 2017-May-31
3. | Jacobson 4217468 Active Strike Minerals Inc. | 2020-Jun-11
4. | Churchill 1120323 Active Strike Minerals Inc. | 2017-May-11
5. | MacMurchy 1202863 Active Strike Minerals Inc. | 2017-Apr-11
6. | Priske 4205993 Active Strike Minerals Inc. | 2017-Apr-14
7. | Priske 4242126 | Active Strike Minerals Inc. | 2017-Jun-23
8. | Priske 1196889 Active Strike Minerals Inc. | 2017-Nov-07
9. | Priske . 4256299 Active Strike Minerals Inc. | 2017-Jan-17




10. | Priske 4272747 Active Strike Minerals Inc. | 2017-Dec-18
11. | Priske 4272748 Active Strike Minerals Inc. | 2017-Dec-18
12. | Priske 4272749 Active Strike Minerals Inc. | 2018-Feb-01

13. | Priske 4246288 Cancelled Strike Minerals Inc. | 2016-Aug-17
14. | Priske 4258604 Cancelled Strike Minerals Inc. | 2016-Aug-09




Schedule C
Claims to be deleted and expunged from title to Real Property

Any liens, security interests or other encumbrances relating to the agreement dated as of
November 18, 2011 between Strike Mineral Inc., as purchaser, and Kenneth George
Fenwick, George Lucuik, Hacquoil Construction Ltd., Donald Leishman and Donald J.
Deveraux, collectively as vendors.

Any liens, security interests or other encumbrances relating to the net Smelter return
royalty agreement dated as of February 16, 2000 between River Gold Mines Ltd., as
Owner, and Vencan Gold Corporation, as Holder.

Any liens, security interests or other encumbrances securing any indebtedness of Strike
Minerals Inc. outstanding to 161229 Canada Inc. d/b/a Paul Whalen Mining Contrators
including, without limitation, the the instruments registered on title listed below in favour
of 161229 Canada Inc.

PIN 31126-0037 (LT)

4.

Instrument No. LT227437 registered on February 18, 2000 being a notice of agreement
between River Gold Mines Ltd. and Vencan Gold Corporation.

Instrument No. AL46760 registered on November 25, 2008 being a notice of agreement
between River Gold Mines Inc. and Vencan Gold Corporation.

Instrument No. AL115372 registered on March 18, 2013 being a construction lien in
favour of 161229 Canada Inc.

Instrument No. AL115417 registered on March 19, 2013 being a certificate of action

relating to the construction lien registered as Instrument No. AL115372.

Instrument No. AL118618 registered on June 13, 2017 being a construction lien in favour
of MclIntosh Perry Consulting Engineers Ltd.

Instrument No. AL118968 registered on June 20, 2013 being a certificate of action
relating to the construction lien registered as Instrument No. AL118618.

PIN 31126-0039 (LT)

10.

11.

12.

Instrument No. LT227437 registered on February 18, 2000 being a notice of agreement
between River Gold Mines Ltd. and Vencan Gold Corporation.

Instrument No. AL115372 registered on March 18, 2013 being a construction lien in
favour of 161229 Canada Inc..

Instrument No. AL115417 registered on March 19, 2013 being a certificate of action
relating to the construction lien registered as Instrument No. AL115372.




13.

14.

Instrument No. AL118618 registered on June 13, 2017 being a construction lien in favour
of MclIntosh Perry Consulting Engineers Ltd..

Instrument No. AL118968 registered on June 20, 2013 being a certificate of action
relating to the construction lien registered as Instrument No. AL118618.




Schedule D
Permitted Encumbrances, Easements and Restrictive Covenants
related to the Real Property

(unaffected by the Vesting Order)

Any liens, security interests or other encumbrances arising under or related to the DIP Financing
Agreement and the Waterton Credit Agreement (each as defined in the Sale Agreement),
including, without limitation, (i) the instruments registered on title listed below in favour of
Cortleigh Limited (as general partner of Waterton Global Value, L.P.), and (ii) all Liens existing
in connection with the following Security Documents (as defined in the Waterton Credit
Agreement):

a. General security agreement dated February 21, 2012 by the Vendor in favour of
Waterton Global Value (Luxembourg) S.a.R.L., as assigned by Waterton Global
Value (Luxembourg) S.a.R.L. to Waterton Global Value, L.P. pursuant to an
assignment of loan and security dated March 7, 2014;

b. Debenture dated February 21, 2012 by the Vendor in favour of Waterton Global
Value (Luxembourg) S.a.R.L., as assigned by Waterton Global Value
(Luxembourg) S.a.R.L. to Waterton Global Value, L.P. pursuant to an
assignment of loan and security dated March 7, 2014; and

¢. Mining claims debenture dated February 21, 2012 by the Vendor in favour of
Waterton Global Value (Luxembourg) S.a.R.L., as assigned by Waterton Global
Value (Luxembourg) S.a.R.L. to Waterton Global Value, L.P. pursuant to an
assignment of loan and security dated March 7, 2014.

Any liens, security interests or other encumbrances arising under or related to relating to the Gold
and Silver Supply Agreement dated as of December 13, 2011 between Strike Minerals Inc. and
Waterton Global Value (Luxembourg) S.A.R.L. including, without limitation, the instruments
listed below in favour of Waterton Global Value (Luxembourg) S.A.R.L.

The reservations, limitations, provisos and conditions, if any, expressed in any original grant from
the Crown provided that they do not materially adversely affect value, use or exploitation.

PIN 31126-0037 (L.T)

4.

5.

Reference Plan 1R8155 registered on July 22, 1991.
Instrument No. LTIERRO0765 registered on March 12, 1992 being the Crown Patent for the lease.
Instrument No. LT180765 registered on March 12, 1992 being the Crown Lease.

Instrument No. LT190487 registered on October 29, 1993 being an Order to amend the thumbnail
description.

Instrument No., AL97787 registered on January 24, 2012 being a charge from Strike Minerals Inc.
in favour of Waterton Global Value (Luxembourg) S.A.R.L.




10.

11.

12.

Instrument No. AL97797 registered on January 24, 2012 being a charge from Strike Minerals Inc.
in favour of Waterton Global Value (Luxembourg) S.A.R.L.

Instrument No. AL124153 registered on October 10, 2013 being notice of a renewal of mining
lease registered as Instrument No. LT180765.

Instrument No. AL170626 registered on March 2, 2017 being a transfer of charge transferring the
charge registered as Instrument No. AL97787 in favour of Cortleigh Limited.

Instrument No. AL170627 registered on March 2, 2017 being a transfer of charge transferring the
charge registered as Instrument No. AL97797 in favour of Cortleigh Limited.

PIN 31126-0039 (LT)

13.

14.

15.

16.

17.

18.

Instrument No. LT114012 registered on August 13, 1981 being a notice relating to certain
easements on title.

Instrument No. AL55944 registered on July 3, 2009 being an application (general) transferring
easements.

Instrument No. ALL97787 registered on January 24, 2012 being a charge from Strike Minerals Inc.
in favour of Waterton Global Value (Luxembourg) S.A.R.L.;

Instrument No. AL97797 registered on January 24, 2012 being a charge from Strike Minerals Inc.
in favour of Waterton Global Value (Luxembourg) S.AR.L;

Instrument No. AL170626 registered on March 2, 2017 being a transfer of charge transferring the
charge registered as Instrument No. AL97787 in favour of Cortleigh Limited;

Instrument No. AL170627 registered on March 2, 2017 being a transfer of charge transferring the
charge registered as Instrument No. AL97797 in favour of Cortleigh Limited.
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TAB 4




Court File No.——— . 35-2193939
Lstate No.: 35-2193939

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

LIS TIOR

Plaintiff
—and—
DEEFENDANT-
Defendant

APPROVAL AND VESTING ORDER

THIS MOTION, made by

DPOS3 ee”) of Strike Minerals Inc, (the “Debtor™), for an order approving the sale

transaction (the “‘Transaction™) contemplated by an asset purchase agreement efpurchase-and-

BOCSTORA0192744




sale—(the “ISale Agreement™’) between the Receiver—and{NAME-OF PURCHASER] (the-

‘Purchaser”?) dated

ATE]December 6, 2016 and appended &LAQD.QLLQLLLtO the FEirst Report of the
ReeeiverProposal Trustee dated (PATEIDecember 8, 2016 (the “First Report™”), and vesting

in the Purchaser the Debtor’s right, title and interest in and to the assets described in the Sale

Agreement (the ““Purchased Assets"”), was heard this day at 330 University Avenue, Toronto,
Ontario.

appearing for any other person on the service list, although properly served as appears from the

affidavit of INAME]Paula Hoosain sworn {DAFEIMarch 10, 2017, filed*:

1. THIS COURT ORDERS AND DECLARES that the Transaction is hereby approved,?
and the execution of the Sale Agreement by the Reeeiver’Debtor is hereby authorized and
approved, with such minor amendments as the ReeeiverDebtor, the Purchaser and the Proposal
Trustee may deem necessary. The ReeeiverDebtor is hereby authorized and directed to take such
additional steps and execute such additional documents as may be necessary or desirable for the

completion of the Transaction and for the conveyance of the Purchased Assets to the Purchaser.

2. | THIS COURT ORDERS AND DECLARES that upon the delivery of a
ReceiverProposal Trustee’s certificate to the Purchaser substantially in the form attached as
Schedule ;‘Af_f hereto (the “Reecetrver‘Proposal Trustee’s Certificate™’), all of the Debtor's
right, title and interest in and to the Purchased Assets described in the Sale Agreement fand listed




on Schedule B2 hereto}* shall vest absolutely in the Purchaser, free and clear of and from any
and all security interests (whether contractual, statutory, or otherwise), hypothecs, mortgages,
trusts or deemed trusts (whether contractual, statutory, or otherwise), liens, executions, levies,
charges, or other financial or monetary claims, whether or not they have attached or been
perfected, registered or filed and whether secured, unsecured or otherwise (collectively, the
*Claims**?”) including, without limiting the generality of the foregoing: (i) any encumbrances

or charges created by the Order of the Honourable Mr._Justice NAME}-dated [DATE}:-GiPenny.

dated December 13. 2016 (the “Appointment Orde

claims evidenced by registrations pursuant to the Personal Property Security Act (Ontario) or any

other personal property registry system; and (3#jv) those Slaimsclaims listed on Schedule £C2
hereto (all of which are collectively referred to és the ﬂ_‘_‘Encﬁmbrances'—"_’, which term shall not
include the permitted encumbrances, easements and restrictive covenants listed on Schedule D>
hereto) and, for greater certainty, this Court orders that all of the Encumbrances affecting or
relating to the Purchased Assets are hereby expunged and discharged as against the Purchased

Assets.

3 THIS COURT ORDERS that upon the registration in the Land Registry Office for the

D el _ NI

sty D on—of L ON a—Transt : -tk 2tk
Land—Registration—Reform—Act—duly—executed—by—the—Reeeiver)fLand Titles Division of
{LOCATIONTAlgoma (No. 1) of an Application for Vesting Order in the form prescribed by the
Land Titles Act and/or the Land Registration Reform Act}®, the Land Registrar is hereby directed
to enter the Purchaser as the owner of the subject real property identified in Paxt 1 of Schedule

"o O A AL = ar/Naoad -« dan tha forms mro rhad b
- &0 3 O P Dea—b

4~T¥e--vaHew»this--@;-m‘;ﬁee-é}eaf@iﬂg—éanéneweqmmreﬂee»t&the-Gauﬁ{eeefd-&nd#erwthe—Sale»Agreemem};




“B2 hereto (the “Real Property”) in fee simple, and is hereby directed to delete and expunge

from title to the Real Property all of the Claims listed in Schedule £C2 hereto.

5 THIS_ COURT ORDERS that for the purposes of determining the nature and priority of
Claims, the net proceeds” from the sale of the Purchased Assets shall stand in the place and stead

of the Purchased Assets, and that from and after the delivery of the Reeetver'Proposal Trustee’s
Certificate all Claims and Encumbrances shall attach to the net proceeds from the sale of the
Purchased Assets with the same priority as they had with respect to the Purchased Assets
immediately prior to the sale¥; as if the Purchased Assets had not been sold and remained in the
possession or control of the person having that possession or control immediately prior to the

sale.

6. '5-THIS COURT ORDERS AND DIRECTS the ReceiverProposal Trusteg to file with
the Court a copy of the Reeeiver'Proposal Trustee’s Certificate, forthwith after delivery thereof.

L 6—THIS COURT ORDERS_AND DIRECTS that the Purchaser shall, subject to the

arjo), D€ PETMIIICd 10 CTLC 1SE€ and O 1D 1CI DAl O DAT]




8 THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal
Information Protection and Electronic Documents Act, the ReeeiverDebtor is authorized and

permitted to disclose and transfer to the Purchaser all human resources and payroll information,_

wguggm in the Gemp&n—y&g;s records pertalmng to the Debtor’s past and

current employees;—

the-Sale-Agreement. The Purchaser shall maintain and protect the privacy of such information

and shall be entitled to use the personal information provided to it in a manner which is in all

material respects identical to the prior use of such information by the Debtor.
9. Z-THIS COURT ORDERS that, notwithstanding:
(a) the pendency of these proceedings;

(b) any applications for a bankruptcy order now or hereafter issued pursuant to the
Bankruptcy and Insolvency Act (Canada) in respect of the Debtor and any

bankruptcy order issued pursuant to any such applications; and
(c) any assignment in bankruptcy made in respect of the Debtor;

the vesting of the Purchased Assets in the Purchaser pursuant to this Order shall be binding on
any trustee in bankruptcy that may be appointed in respect of the Debtor and shall not be void or
voidable by creditors of the Debtor, nor shall it constitute nor be deemed to be a fraudulent
preference, assignment, fraudulent conveyance, transfer at undervalue, or other reviewable
transaction under the Bankruptcy and Insolvency Act (Canada) or any other applicable federal or
provincial legislation, nor shall it constitute oppressive or unfairly prejudicial conduct pursuant

to any applicable federal or provincial legislation.

10.  8-THIS COURT ORDERS AND DECLARES that the Transaction is exempt from the
application of the Bulk Sales Act (Ontario).




13.  9-THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,

regulatory or administrative body having jurisdiction in Canada or in the United States to give

effect to this Order and to assist the Reeceiver-and—itsDebtor, the Proposal Trustee and their
respective agents in carrying out the terms of this Order. All courts, tribunals, regulatory and

administrative bodies are hereby respectfully requested to make such orders and to provide such
assistance to the Reeeiverthe Debtor, and the Proposal Trustee, as an officer of this Court, as may

be necessary or desirable to give effect to this Order or to assist the Reeeiver-and-itsDebtor and
the Proposal Trustee and their respective agents in carrying out the terms of this Order.




Schedule A — Form of ReeeiverProposal Trustee’s Certificate

Court File No.————————: 35-2193939
Estate No.;: 35-2193939

ONTARIO
SUPERIOR COURT OF JUSTICE

Plagntif
—and—
DEFENDANT-
Defendant
RECEIVERPROPOSAL TRUSTEE’S CERTIFICATE
RECITALS

A. Pursuant to‘ an Order of the Honourable INAME-OEJUDGEIMr, Justice Penny of the

Ontario Superior Court of Justice (the ““Court™

“Debtor”).




-2

B. Pursuant to an Order of the Court dated BATEL:March 23, 2017, the Court approved the
asset purchase agreement ef-purehase-and-sate-made as of {-DAiE—@MGP:E—E—P-@J—T—}Dmmb_QL
6,.2016 (the ““Sale Agreement®’) between the Receiver—{Debtor—and—NAME OFE
PURCHASER}—(the—"De . 4 ] ]

“Purchaser?”’) and provided for the vesting in the Purchaser of the Debtor’s right, title and

DLO as __vendaor, dand

interest in and to the Purchased Assets, which vesting is to be effective with respect to the
Purchased Assets upon the delivery by the ReeceiverProposal Trustee to the Purchaser of a
certificate confirming (i) the payment or _satisfaction by the Purchaser of the Purchase Price for
the Purchased Assets; (ii) that the conditions to Closing as set out in seetten—eArticle 8 of the
Sale Agreement have been satisfied or waived by the ReeeiverDebtor and the Purchaser; and (iii)
the Transaction has been completed to the satisfaction of the ReeetverDebtor and the Proposal

- Trustee.

C. Unless otherwise indicated herein, terms with initial capitals have the meanings set out in

the Sale Agreement.

THE RECERERPROPOSAL TRUSTEE CERTIFIES the following:

1. The Purchaser has paid and the ReeeiverDebtor has received the Purchase Price for the
Purchased Assets payable on the Closing Date pursuant to the Sale Agreement;

2. The conditions to Closing as set out in section—eArticle 8 of the Sale Agreement have
been satisfied or waived by the ReeeiverDebtor and the Purchaser; and

3, The Transaction has been completed to the satisfaction of the ReeetverDebtor and the,
Proposal Trustee. |

4. This Certificate was delivered by the ReeetverProposal Trustee at — [TIME]
on BATE-March ___, 2017,




-2

PAME-OFRECEIVERLA, FARBER &
PARTNERS INC., solely in its capacity as
D ,

RIKE MINE

Per:

Name:
Title:




Schedule B — Purchased Assets

ng real éstate interests:

5-0039 (1.T) (FEE SIMPLE)

138 SEC AWS: MINING CLAIM

ocdror-—120iod e
DOCYTOR- 203044
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Schedule C —
Clmrm-s-t;e)—b&dele,ted-am1 XD
Hens—security-interestsoro the a?umu tidated as of
Nowviember 18, 2011 |between Strike Mineral Inc., as purchaser, and Kenneth George

Emg;gﬁ George Tuduik, Hacquoil Const i Donald J.
era

collectivelv as vendors

=
1










Schedule D —
Permitted Encumbrances, Easements and Restrictive Covenants
related to the Real Property

(unaffected by the Vesting Order)
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TAB 5




Court File No.: 35-2193939
Estate No.: 35-2193939

ONTARIO
SUPERIOR COURT OF JUSTICE
(IN BANKRUPTCY AND INSOLVENCY)

THE HONOURABLE ) THURSDAY, THE 23RP
)
JUSTICE ) DAY OF MARCH, 2017

IN THE MATTER OF THE PROPOSAL OF STRIKE MINERALS INC.,
OF THE CITY OF LONDON, IN THE PROVINCE OF ONTARIO

ORDER
(re Extension and Approval of Interim R&D)

THIS MOTION, made by A. Farber & Partners Inc., in its capacity as proposal trustee
(in such capacity, the “Proposal Trustee”) of Strike Minerals Inc. (the “Debtor”), pursuant to
the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the “BIA”), was heard this

day at 330 University Avenue, Toronto, Ontario.

ON READING the Notice of Motion of the Debtor, Motion Record of the Proposal
Trustee, including the Third Report of the Proposal Trustee dated March 10, 2017 (the “Third
Report”), and on hearing the submissions of counsel for the Debtor and counsel for the Proposal
Trustee, no one appearing for any other person on the service list, although properly served as

appears from the affidavit of Paula Hoosain sworn March 10, 2017, filed:
SERVICE

1. THIS COURT ORDERS AND DECLARES that the time for service of this Motion is
properly returnable today and hereby dispenses with further service thereof.




APPROVAL OF THIRD REPORT

2. THIS COURT ORDERS that the Third Report and the conduct and activities of the

Proposal Trustee described therein be and are hereby approved.
APPROVAL OF INTERIM RECEIPTS AND DISBURSEMENTS

3. THIS COURT ORDERS that the Interim Statement of Receipts and Disbursements of
the Proposal Trustee as set out in Appendix L to the Third Report is ratified and approved.

EXTENSION OF PROPOSAL PERIOD

4, THIS COURT ORDERS that, pursuant to subsection 50.4(9) of the BIA, the time for
filing a proposal with the Official Receiver in the proceedings of the Debtor, including the stay
of proceedings, is extended to and including May 11, 2017.
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TAB 6




Court File No.; 35-2193939
Estate No.: 35-2193939

ONTARIO
SUPERIOR COURT OF JUSTICE
(IN BANKRUPTCY AND INSOLVENCY)

IN THE MATTER OF THE PROPOSAL OF
STRIKE MINERALS INC.,,
OF THE CITY OF LONDON
IN THE PROVINCE OF ONTARIO

SERVICE LIST
GENERAL

THORNTON GROUT FINNIGAN LLP D.J. Miller
Suite 3200, TD West Tower Tel: (416) 304-0559
100 Wellington St. West E-mail:  djmiller@tgf.ca
P.O. Box 329
Toronto-Dominion Centre Asim Igbal
Toronto ON M5K 1K7 Tel: (416) 304-0595

E-mail: aigbal@tgf.ca

Counsel to Strike Minerals Inc.

A.FARBER & PARTNERS INC. Paul Denton
150 York Street Tel: (416) 496-3773
Suite 1600 E-mail: pdenton@farberfinancial.com
Toronto ON M5H 3S5

Allan Nackan
Proposal Trustee Tel: (416) 496-3732

‘ E-mail: anackan@farberfinancial.com

AIRD & BERLIS LLP Robb English
Brookfield Place Tel: (416) 865-4748
181 Bay Street E-mail: renglish@airdberlis.com
Suite 1800, PO Box 754 ‘
Toronto ON M5] 2T9 Kyle Plunkett

Tel: (416) 865-3406

' Counsel to the Proposal Trustee E-mail: kplunkett@airdberlis.com

6645743 v1



mailto:djmiller@tgf.ca
mailto:aiqbal@tgf.ca
mailto:pdenton@farberfinancial.com
mailto:anackan@farberfinancial.com
mailto:renglish@airdberlis.com
mailto:kplunkett@airdberlis.com

STIKEMAN ELLIOTT LLP
5300 Commerce Court West
199 Bay Street

Toronto, ON M5L 1B9

Counsel to Waterton Global Value, L.P. and
2548304 Ontario Inc.

2548304 ONTARIO INC.

¢/ o Waterton Global Resources Management
199 Commerce Court West, Suite 5050
Toronto, ON M5L 1E2

Elizabeth Pillon

Tel: (416) 869-5623

E-mail: lpillon@stikeman.com
Kathryn Esaw

Tel: (416) 869-5623

E-mail: kesaw@stikeman.com
Kamal Toor

Fax: (416) 504-3200

E-mail: ktoor@watertonglobal.com
Richard Wells

Tel: (416) 504-3200

E-mail: rwells@watertonglobal.com

SECURED CREDITORS

XEROX CANADA LTD.
33 Bloor Street E., 3rd Floor
Toronto, ON M4W 3H1

Stephanie Grace
Tel: ' (416) 413-2805
E-mail: stephanie.grace@xerox.com

BUCK ISLAND BAY INVESTMENTS INC.
2297 Jack Nash Drive
London, ON N6K 5R3

Denis Crane
E-mail: buckislandbay@gmail.com

CONSTRUCTION LIEN CLAIMANTS/JUDGEMENT CREDITORS

161229 CANADA INC. C.0.B. AS PAUL WHELAN
MINING CONTRACTORS

21 Government Road East

Kirkland Lake, ON P2N 1A1

Paul Whelan
Tel: (705) 567-3137

FASKEN MARTINEAU DUMOULIN LLP
BERKLEY SELLS

Tel:  (416) 865-5135

E-mail: bsells@fasken.com

AUBREY KAUFFMAN

Tel:  (416) 868-3538

E-mail: akauffman@fasken.com

NORTH EAST REGIONAL SECURITY SERVICES INC.

314 Wellington St. West
Sault Ste. Marie, ON P6A 1J1

Terry Traveson (President)
Tel: (705) 942-0034
| Email:' nerss@soonet.ca

C/O PETER BERLINGIERI

PACUZZI & BERLINGIERI LAW FIRMLLP
Tel: . (705) 253-3800

E-mail: peter@pascuzziberlingierilaw.ca

MCINTOSH PERRY CONSULTING ENGINEERS LTD.

115 Walgreen Road
R.R. 3 Carp, ON KOA 1L0O
Email: info@mcintoshperry.com

C/O TEENA BELLAND
TIERNAY STAUFFER LLP

Tel: . (613) 288-3203
E-mail: tbelland@tslawvers.ca

6645743 v1
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AGREEMENTS
RED PINE EXPLORATION INC. Quentin Yarie (President & CEO)
(FORMERLY VENCAN GOLD CORPORATION) Tel: (416) 364-7024
141 Adelaide Street West, Suite 520 | E—ma:l gyarie@redpineexp.com
Toronto, ON- M5H 2G4 ‘ . N o
KENNETH GEORGE FENWICK, GEORGE LUCUIK, Kenneth George Fenwick (Authorized
HAcQUOIL CONTRUCTION LTD., DONALD Representative)
LEISHMAN AND DONALD J. DEVERAUX Fax: (807) 344-6568
¢/ o Kenneth George Fenwick E-mail: kfenwick@shaw.ca

410-405 Waverley St.
Thunder Bay, ON P7B 1B8

GOVERNMENT AUTHORITIES

DEPARTMENT OF JUSTICE Diane Winters
Ontario Regional Office Tel: (416) 973-3172
The Exchange Tower, Box 36 E-mail: diane.winters@justice.gc.ca

130 King Street West, Suite 3400
Toronte, ON M5X 1K6

HER MAJESTY THE QUEEN IN RIGHT OF THE Kevin O’Hara

PROVINCE OF ONTARIO AS REPRESENTED By | Tel: - (905) 433-6934
THE MINISTER OF FINANCE ' Fax: (905) 436-4510
Legal Services Branch ' E-mail: kevin.ohara@ontario.ca
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