Court File No.: 8/M/__/09
IN'THE COURT OF QUEEN’S BENCH OF NEW BRUNSWICK. o

TRIAL DIVISION |
- JUDICIAL DISTRICT OF SAINT JOHN

BETWEEN:

IN THE MATTER OF TBE COMPANIES’
CREDITORS ARRANGEMENT ACT, RS.C. -

| | " IN'THE MATTER OF THE APPLICATION OF
‘‘‘‘‘ | - BLUE NOTE CARIEOU MINES INC, 2 body

corporafe. .

_AFFIDAWT, :

. MICHAEL JUDSON of the Clty of Mont1éa1 and Provmce of. Québec, MAKE’_ o
OATH AND SAY AS FOLLOWS THAT

1. T am the Chlef Executlve Ofﬁcer and sole d1reotor of the Apphcant Blue Note Canbou ’
Mines Inc (“BNC”), and as such have personal knowledge of the matters to which I
"""" o _ ‘herein depose, except where stated to be by way of information and belief and in such
‘cases I do verily believe the truth of the contents herein deposed tb,
2. In addition to my duties as Chief Execgtivc'Ofﬁcef and sole director of BNC, I am
President and Chief Exécutiva Officer of BNC’s parent corporation, Blue Note Mining
Inc. (*BN”) and I am ?ﬁresident aﬁd Chief Executive Officer of Forest Gate Resources

Inc. (“Forest Gate”).



BNC - General

3. BNC was incorporated undgq the Canada Business Corporation Act (the “CBCA”) and is
a wholly owned subsidiary of BN. BNC is registered as an Exira Provincial Corporation
under the New Branswick Business Corporations Act (the “NBBCA"™), having its CBCA

and NBBCA registered office in Bathurst, New Brunswick,

oA _',BNC’s chlef place of busmess is the Province of New answmk where,all of zts assets‘ |

L are. located BNC owns and- operates the Resngouche f ) x
(collectively the “Mines™ and respectwely the “Resugouche Mme” and the “Carxbou
- Mine”) located at or near Bathurst New answwk The Mmes are compnsed of the

i following: .

»  Mining Lease 246, issued by the Minister of Mines, -pursuanf to the
. ) MmzngAct . ‘ )
T Mining Leasé 255 1ssued by the Whinister of Mmes, L

e Industrial Surface Lease No. 415040158 between Her Majesty f:he Queen o

and BNC as as51gnee, ‘
. Indusfmal Surface Lease No. 415060027 between Her Majesty the Queen )

and BNC a8 asszgnee :
® Vanous mmeral clalms and

- . 4 e Frechold real estate known by parcel identifier 50072032
S -5 In addition o the above Mining Leases, Surface Leases, frechold real property.and

Mineral Claims, BNC holds piecgé of personal property and equipment used in the
exploration and exploitation of the metallic mineral reserves associated with the Mines.

BNC’s Employees

6. BNC emplojled approximately 287 people, inclusive of independent contractors.
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- -History of the Restigouche and Caribou Mines . . . . .-

'BNC has made substantial reductions in its labour costs while attempting to restructure

tncluding the layoff of many of its employees and contractors. BN’s workforce is well

trained. The workforce at December 31, 2008 was 28 including 3 temporary short term -

employees reflecting the operatioh being in care and maintenance mode. This was further
reduced to 17 on January 31, 2009 which is a significant reduction from a workforce of
287 which included 118 full-time contractors as at December 31, 2007.

- I have been intimately and directly involved in the process by which BNC acqﬁired

owneisbjp of Athe'l\ﬁnes 1 have also talcen steps. fo.inform _miyself with. respect to the

. history of the Mmes ﬁrom prior to the time of acquxsltmn by BNC.

The. Caribou. Mine -is an undergronnd base metal mine located approximately 50

kilometres West of Bathurst New Brunswmk The Canbou Mine first began operauons in

~ 1970 with a view 0 producmg zmc lead and coppel

“10.

11.

12.

" The Re'stigduciié Mitie has been in opcfaﬁén at various times siﬁ;e.the«l‘at'e 1930’ and .

: .élso produces zincan;_d; lead.

The geology of each’ of the Mines makes obe extracﬁon dlfﬁcult and expenswe

Technological advances have assisted in making the Mines more economlcally offi cient

but the Mines still reqmre, as is more particularly set out below, sufficiently robust metal

prices in order to be economically viable,

BNC acquired the Mines through its parent BN as st out below.
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. BN & Acquisition of the Mines

13,

G4

17, '

18.

16.

BN, BNC’s parent, was incorporated under the CBCA. on F ebruary 20, 2002 under the
name San Lorenzo Resources Inc./Resources San Lorenzo Inc, BN’s head and registered
office is located at 1 Place Ville Marie, Suite 2125, Montreal, Quebec H3B 2C6. - .

1 K BN 18 a pubholy traded corporatzon the shares of Whlch are listcd' on the Toronto Stock S

Exchange .

On Decéﬁiber 15; 2004, BN’s articles "o:f incorporation were aended to; (i) change its”

corporate name to Blue Note Metals Inc./Métaix Note Blsue Tnc.; () reimove the private’
corporation restrictions and the resirictions against the transfer of the company 8

common shares (“C‘ommon Shares”), and (111) deléte the emstmg class A, ¢lass B, class C

) and c}ass D preferred shares and cma’ce a smglc class of prefetred shares (thé “Prefcrred R ‘

Shares”) jssuable in senes

On October 4 2006 BN changed 1ts name from Blué Note Metals Ing, to Blue Note-.'} T
. Mmmg Inc. and changed its stock symbol from “BNT” ok “BN” o D

My own mvolvement m mmmg in Ncw Brunswmk began in the summer of the year '
2000. At that tnne m my capacity as Pres1dent and Chief Execuf.ive Officer of Forest"

' 'Gate I negonated the acquisition of certain fnineral clanns in New Bruonswick from

New Brunswick prospector. These mineral claims were later transferred from Forest

-Gate to BN, prior to BN becoming a publicly traded company.

Prior to November 10, 2005, BN cartied on its business as a wholly-owned subsidiary of
Forest Gate and, as such, its operations were not reported separately, All working capital

was provided by Forest Gate as well as all direction regarding BN’s exploration

activities.
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19,

20.

21.

22,

23.

24,

Under a corporate plan of arrangement completed on November 10, 2005 (the
“Arrangement”) and approved by the sharcholders of Forest Gate (the “FG
Shargholders™), the then patent émporaﬁon of _BN, the FG Shareholders agreed to
exchange each of the,ir_ common shares of Forest Gate for one new common share‘of
Forest Gate and 0.1168 reorganization shares of Forest Gate (the “Reorganizatioﬁ--
Shares”). All of the Reorganization Shares held by the FG Shareholders were
subsequently transferred to Blue Note in exchange for Common Shares, on the basis of

one Cqmr{r;eqﬁl;are.fo}rl each Reorganization Share, = . = .

Forest Gate. then redeemed all of the Reorga:ﬁzatioﬁ Shares held by BN in consideration.

B0

for: the- transfer to BN of the Canoe Landmg Lake Rio Road and California Lalce o

. propemes (co}lec*avely, the “Exploratlon Propertles”) and $1 000, 000 00 of workmg.

capital.

In add1t10n BN received the. rights to a Ietter of m‘cen‘c dated October 3 2004 (the “Letter - : :

. of Intent”) between Forest Gate ‘as. pmchaser dnd Breakwater Resources Ltd
_ (“Breakwater”), and its wholly-owned subsidiary, CanZinco Ltd, (“CanZinco™), to

- purchase the Mines. ‘CanZinco was the then owner of the Mines, - o

Following execution of the Letter of Intent, EN'ﬁeeded‘to raise funds sufficient to

- complete the acquisition of the Mines and to - bring the Mines into productxon Irunaﬁy, T .

estimated that-the funds required would bein ﬂle vwmzty of $75 000 OOO 00.

From and after the execution of the Letter of lntezit, I and the other excoutives of BN

‘worked tirelessly to raise the funds needed to acquire the Mines.

As of late 2005, BN’s investment bankers, including Octagon Capital Corporation and
Blackmont Capital Inc., TD Securities Inc. and Northern Securities Inc., advised me that

* they had received commitments from investors such that the funds necessary to complete

the acquisition of the Mines would be available to BN'if BN could negotiate a final Asset
Purchase Agreement (the “APA”) and close the transaction with Breakwater/Canzinco.
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Negotiations with Vendor and with Minister

25,

. - 'AA:I. ,:. 26, ]

27.

28,

In or about early 2006 and continuing through the spring of 2006, BN, its officers and
outside advisors, negotiated with Brealkwater/Canzinco for the finalization of the APA.
and the closing of the transaction. Further, in order to acquire the Miniﬁg Leases and
Industrial Service Leases that comprised the Mines, BN had to obtain the consent of the
Minister of Mines (the “Minister™).

authority of the Minister, No Mining Lease may be fransferred without the Minister’s -

, consent. 'I'here were a nulnber of concerns that had o be met pnor to galmng the ..

Mlmster 8 consent to ‘che transfer of the Mings, -

In general, the Minister had the following concerns:

o Thsexisting stite of the Restigouché and Cafiboir Mifies af that time covld faigly -
be described as an environmental hazard as neither had been:operated in a number " -

-of years and had been o1 a care and maihtenatice program whiick, while adéduate T

to a previous standard, did not meet-the current expectations of the Minister; and ..

e Mining itself is an environmentally sensitive activity and the Minister requited

businéss and environmental plans such ‘thatv'ﬁlje'éxistingf situation would not only:

be remediated but that any further mining - activity would be conducted in a

manner consisted with best practices.

To secure performance of the plans put forth by BN, the Minister further required that
substantial amounts of cash be deposited in the event that these plans were not

implemented. As well, BN engaged the services Of Jacques Whitford Environmental

Limited as consulting engineers to prepare Mine Reclamation Plans relating to both

Mines, BN spent considerable sums in an effort to ensure that the Plans were very

detailed.

6de 17

81

Mining in New: Brunswick is regulated pursuant o ‘the Mining Act and falls uride{f’;t-h.c{ : . K



29. BN and the Minister were able to arrive at a imltuglly acceptable arrangement which
included cash security in favour of the Minister and certain protections for BN relating to
historical and environmental liabilities. The cash security deposited with the Mizﬁster

“was $10,400,000.00 (the “Reclamation Fund”).

- 30.  The Minister further required and obtained an agreement whereby BN agreed to pay the
sum- of $7, 500 000 00,. in accordance with the repayment schedule set out in. the R

- Bgreement,

co 31 - Concurrent- W1th the negotiations with the: Minister; BN - conducted . and concluded

nevotmtlons with Breakwater/Canzmco and amved at terms acceptable fo both partzes for

the acquisition of the Mines by BN.

e 32;« The APA required that BN grant a debenture to the Vendor Canzmco in the amount of.

- $15,000; 000 00, convertible to'a 20%" mterest - the Mines. A,s.»of -Angust,’ 2@08_,"

Canzinco converted its debenture to a 20% interest ini the. Mines. -

- 33, The APA was signed as of July 26", 2006 zmd thc transaction closed as of August 15‘ C

2006

Re-Opening of the Mines and Transfer to BNC

34.  Beginning almost immediately following the closing of ‘che‘APA, BN took steps to
implement its plans for the remediation of the Mines and the ~couunénccment of
commercial production. The Mines are located within the Bathurst mining camp which

is one of Canada’s best known base metal mining districts with at least 35 deposits and

about 100 known occutrences.

35. BN also started the process of réfufbishing the Mines and mﬁl complex with Genivar
Limited Partnership being appointed to oversec the engineering, procurement,

7
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. 36. .

237, ..

38.

39.

+ construction and management activities for the re-opening of the Mines. At that time,

activity at the Mines was limited to a general clean up of the site and the mill in

preparation for construction. As well, bids for the undérground dewatering and

rehabilitation of the Mines were assembled and pfeparations commenced for the

dewateting of the open pit at the Restigouche Mine.

Shortly following the acquisition, BN incorporated BNC with a view. to BNC becomning

the operatmg entity whlch Would own. the- Mines, employ all. employees engageA

contractors and otherwxse operate the mmmg propertz es

As of July, 2007, all of the Mmeral Claxms, Mmmg Leases Surface Leases and real.

property were transferred from BN o BNC‘

As at June 30, 2007, BNC had total proven and probable mineral reserves at its Catibou

Mine of 3. 6 mﬂhon tonnes grading 6.62% =zinc, 2,.86% lead and 814 grams .per tonne .

- silver: These reservés and resovrees ohange in accordance with. the: BN €’s production . -
‘and exploration activities. BNC has total proven and probable mineral reserves at:its -
Restigouche Mine, of 1.3 million tonnes grading 6.53% zinc, 5.05% lead and 100 grams

per tonne silver,” BNC has total measured and indicated resources;af its Canbou Mme of . |

3.8 million tonnes grading 7.5% zmc 3 26% lead and 992 grams per tonne silver and
total inférred resources of 3.9 miillion tonnés grading 7.36% zinc, 3.59% lead and 107

* grams per tonne silver. BNC has -total measured and indicated- resources.at. its

Restigouche Mine of 1.5 xx;iliion tonnes grading 7.1% zing, 5.5% lead and 104 grams per

‘tonne silver, Overall, BNC has total estimated mineral reserves of 4.9 million tonnes and

total estimated mineral resources of 9.2 million tornes.

In early 2008, the original mine production schedule was altered to increase the ratio of

higher lead grade Restigouche Mine ore to Caribou Mine ore subject to mill process

- Hmitations. Productzon from the Restigouche Mine open pit during the second quarter

was 27% above the 2{}08 operating plan at 131,634 tonnes assaying 4.93% lead, 6.57%

zine, 0.25% copper and 103 grams/tonue silver, 127,980 tonnes of waste were removed
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and stockpiled on site. Collaring of the decline to access the underground ore reserves
has been delayed indefinitely to defer capitézl spénding. ‘The open pit mining plan was
modified to provide for pit ore’ production into the first quarter of 2009 thereby

~ mitigating the risk involved in delaying the underground development.

40.  For the quarter ended March 31, 2008, operating costs per tonne of ore milled were
$93.09. This operating cost ﬁgure was reduced to $89.68 per torine milled in the quarter

" ended June. 30 2008 BNC forecasts an nnprovement i operatmg costs to-a: range of SR

“between $75 and $78° per tonne milled duting the quarter endmg September 30, 2008 and
a farther reduction to a range of between $70-and $74 per tonne milled for the quaﬁer
: endlng December 31 2Q08.-, ‘ BRI " ' B

Investment in Mines

41 CAsat December 31, 2007, BN on 1’cs own and throdgh BNC has anocated a total of $140 - - -

'mlihon toward-the Caribou Mine' since the daté of acqulsmon The allocatlon of this i

T amount is as follows: A ;
A U $922 thousand to the Acquisition selated costs for the Caribou Mine; -

$7.5 million to the agreemen’r with the Mlmster i conn\,ctmn with:the - - <

Acqmsztlon
' $15 million to the Breakwater Debenture;

SN < B

"$8.4.million to capital lease equipment; --°
$499 thousand on stock-based coznpeﬁsation;
$97 million to the rehabilitation and development of the Caribou Mines;
$9.8 million to asset refirement obligation; and '

$2.2 milkion to ongoing capitél projects.

B S T <)

42.  In eddition, BN has also posted a deposit for reclamation and environmental obligations

of approximately $10.4 million with the Province of New Brunswick and $100,000.00
with the Belledune Port Authority, '
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Additional Financing

43.  As of early 2007, it became clear to me that BNC would require additibnal fonding to

bring the Mines info commercial production, While the acquisition of the Mines was

NNNNNNN fiunded by an equity issue, it appeared to me that the most advantageous way to gain
forther financing on. favourable terms was to arrange for debt financing against the

-security of the mine assets,

4_4.'_ o With the “assistance of..Gur iméstrngént-;gbahkegs;-'B,N;.._Wa‘s:.@bleﬂ*tq-‘,.‘}ar;a@ge.”;.fo.l;.:a}.; e e e -

, $30, 000,000.00 private placement, secured by the mine assets. The ﬁnancing closed as
— e of May, 2007. ~While the inifial financing had been: expected to be in the- amount of
$30,000,000.00, the financing finally closed at $25,000,000.00.

45.  The terms of the financing are set out in detail in a certain note indenture dated as of May

- 4,2007 Wherein;BN;issued $25,000,000 of sepior secured notes in the principal amount .~ ..., < .

- "Canada, BNC and BN (the “I\Iote‘I:ndenturd’)'.;The Semior Secured Notes bear interest at

L of $1,000 (the i“Sei}iOr Secured: Notes”) among. Computershare Trust.-Company: of- .. ~.. al

""""" Sl U0 11% per affroin, "éééming" firom 'May 4 A2007, payabla. semi~aimually in arrears, in. equal < ..

S et e Anstalments: on. the last day of March and, September of each year. The Senior Secured -~ -~ Zri-v

Notés will become due and payable together with all accrued interest and unpald mterest '
thereon, on March 31, 2012. The Senior Secured Notes are secured by a charge on the .
assets of BN and BNC, subject only to permitted encumbrances, as definéd in the Note
Indenture. Attached and marked as Exlﬁbit “A’ is a copy of.fdie Séxiiof Secured Notes. .

46. In addition to the financing pursuant to the Senior Secured Notes, BN also obtained an .
operating line of credit from the Bank of Nova Scotia in the amount of $1§,odo,ooo.oo.
This line of credit is guaranteed in full by a provincial crown corporation known as
Provincial Holdings Ltd. In consideration of granting the guarantee to the Bank of Nova
o Scotia, Provincial Holdings Ltd. required that BN and BNC grant a second charge by
| way of a debenture over the assets and undertaking of BNC. Attached and marked as
Exhibit “B” is a copy of the debenture, '
10
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Financial Condition of BNC

47.  BNCisingolventin that it is unable to meetits obligations as they generally become due,

48.  BNC’s creditors (excluding shareholder loans) have claims against it in excess of
approximately $75.80 Million. Attached hereto and marked as Bxhibit “C” i
preliminary balance sheet statement for BNC as of December 31 2008. Attached hereto

" and marked Bxhlblt “D” isa 11st of BNC’S accounts payable '

“a 049, Attached’ hereto and marked as Exhlblt “E” '1s a copy of ‘che unaudxted consohdatgd”;’ ’
- ‘ﬁnancials for BN These ﬁnanclals consohdate BN ) a.nd BNC s results as at the end of o
the third quarter of 2008. These are all of the financial statemenis of BNC prepared since "

February 1, 2008.

- . Recent Activities of ‘Cr.e‘ditors and Néce»’s’si' of A Iic;éﬁpn e

““.'50, Concurrent with the filing of thé withit Agplicatich; T hiive caused détailed roports ofour~ © e

‘financial ‘position 16 ‘be prepared’ and filed by -‘Pﬁcewa%e‘rh‘&susec@efs;'zﬁc' As-these - G0

reports mdlcate BNC has 81gmﬁcant secured and unsecured deb’c :BNC has not been :

able to meet 1ts unseoured obhga’aons as they fall due.

51.  In addition to the issues set out above, BNC’s business was further affected by a

significant fluctuation of the US v. Canadian dollar exchange rate. -

52.  In order to try to salvage their operations, BNC started an informal restructuring process
during the month of August 2008, whereby it contacted its secured lenders and BNC’s

most important suppliers in an effort to reduce its cash outflow and address certain

operational problems,
11
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53.

54.

On or about August 29, 2008, Canzinco exercised its right under the Canzinco Debenture

and the indebtedness owing thereunder was converted to a 20% interest in the Mines.

Unfortunately, the informal restructuring process did not yield the expected results and

BNC has since been served with a number of proceedings by its creditors.

Siﬁce September 20087 ‘Ehe fouowmg }ent:it‘ies‘ﬁé;i}é;ﬁléd.a-m::éﬁaﬁiéé: li'éﬁ égainét prope,rty

4 oWned by BNC:

Sunny Corner Enirepnses Inc

Bastetn Reinforcing Ltd.; 4
Hachey Construction & Fabrlcaﬁon' Lfd.;
Rockwood Transportation Co. Ltd.;:
Guillevin International Co.;

Jacques W}utford Lumted

K&M Ut111ty Lmes Iid,;

. Godin Electnque L’fee-Godm s Electnc Ltd
‘ Hew1ttRentals Inc e

Atlantic Traotors & Eqmpment anted

 Boart Longyear Alberta Limited;

Boart Longyear Canada; - - *-
Longyear Canada, ULC;

1.S. Redpath Limited;

Corepro Drilling Inc,;

Eddy Group Limited;

United Rentals of Canada, Inc.;
ADI Limited;

Bradley Jenks Excavation Ltd.;
Consbec Inc.; '

Sousce Aflantic, A Division of Universal Sales, Limited.

12
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56.

57.

59,

- 60,

© 58,

On or about September 23, 2008, Bradley Jenks Excavation Ltd., Rockwood
Transportation Company Co. Inc. and Sunny Corner Enterprises Inc. instituted
proceedings by way of Mareva application against BNC secking to prevent BNC from

shipping ore from New Brunswick. This application was dismissed.

- On or about October 17, 2008, given the current market conditions and BNC’s increasing

losses, BN ceased providing addmonal advances to BNC for operating purposes and

-BNC'S Canbou Mme ceased operatlons and was placed on care and mamtenance o

On or about’ October 24 2008 BNC had 1o alternatwe but to cease aﬂ productmn

- activities af the Mmes and accordmgly, BNC xssued temporary 1ayoff notmes to the'

. majority of its employees effectlve October 24 2008.

In light of the foregoing, BNC has no alternative but to apply for the protection afforded -

" by the Compantes® -Creditovs - Asvarigenient. Act,. (“CCAA?), in'order, to_continue its - -

restructuring efforts. S

As is clear from the foregomg, BNC and ore, pamculaﬂy 1ts employees have made :

significant efforts to bnng the Mmes mto commercxal producuon Further numerous

mvestors and lenders havc made substantlaI advances to BN and BNC in- order to bring

' the Mines into operatxon Fmally, BNC s suppliers have also granted significant

advances o support these efforts. i

Challenges and Opporfunities Facing BNC

61,

BNC?s current management consists of seasoned professionals with broad experience in
their respective fields of expertise. BNC’s management are dedicated to tackding BNC’s

challenges.

13

13 de 17

' e

88



62,

.63,

4.

' 65.
66.

67.

68.

BNC invested heavily in the training of its employees and the development of the Mines
which have the potential to be successful operations if BNC’s current liquidity crisis is

addressed.
I believe that if BNC is given the opportunity fo restructure its operations and implement

strategic recommendations with the restructuring of loans, it will become a viable

company in the long-term and will centinue to be a valuable contributor to the New

methods of reorganizing its affairs.

The economic and social implications of a complefe cessation of the operations.of BNCG

would be serious for Bathurst and the Province. These implications include the loss of

- employment for the approximately 300 people previously employed by BNC (including -
- mdependent confractors} and the numelous other individuals who arg not employed by - 1

BNC, but whose Jobs or livelihoods depend on-BNC ind the contnbuuon 3t fiiakes to- the "

New Brunsmck £COROmMY.

crechtors a stay of proceedmgs is necessary to affmd BNC the fime fo develop a plan to

' present to its credltors

I'believe that o formal restructuring as requested in the within Appiication will lead to

BNC’é continued long term operation although the temporary shutdown of the Mines will

continue duting the restructuring.

The amounts that would be realized for the benefit of BNC’s creditors on a liquidation of

its properties and assets by a forced sale would certainly be less than book value,

Moreover, given the current value of zinc and lead, it would be difficult to find a

purchaser willing to pay an amount near or equal to the book value of BNC’s assets.
: 14
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Cash Flow Forecast

69.  Attached hereto and marked as Exhibit “¥” is a copy of the progected cash flow forecast
of BNC, prepared by Pr1cewaterhouseCoopers Inc.

70.  PricewaterhouseCoopers Inc, is not the auditor of BN or BNC and has had, until recently,
' . no'previous dealings with BN or BNC.. . - - : '

DIP Financing

o 71 A.AS set-out above, BNC is not able to ﬁmd its ongomg o‘blzgatlons, thch include charges

for electnony Wxthout electrxczty BNC will not be able to continue de~watermg ofthe AR

Mines and water treatment which Would result in the Mmes ﬂoodmg ThIS Would cause

senous environmental damage NB Powcr has adv1sed BNC that the elecmclty Wﬂl be

90

e out off on Febmary 25 2009 Attached to. ﬂns m rafﬁdawt as Exhlblts “(" and “E{” axe; o o

copies of correspondence from NB Power.

o 72. _' BNC has attempted tQ obtam access to the Raclamatlon Fund to avo1d the envzromnenta[

dzsaster that would be caused by the elecmcﬁy belng éut off, BNC’S efforts have not"
resulted in the Prcwmce remmmg any poztxon of the $1(l 4 million dollars depgmted to the

Reclamation Fund which is to be used to avoid env1ronmental damage,

73. BN, as shafehéldgr and creditor, continues to support BNC’s plens. As BNC has not

Becn. able to access the Reclamation Fund, BN has agreed to providé debtor in"possession
(“DIP”) financing while BNC continues to seek access to' the Reclamation Fund and
restructure its operations. The terms of the DIP financing are set out in the term letter

between BN and BNC, a copy of which is attached as Exhibit “I” to this my affidavit (the
“DIP Facility”). -
15
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74, DIP financing is essential for BNC to continue its restructuring efforts. The need for the
DIP financing is to fund maintenance of BNC’s facilities and avoid potential

~ environmental damage.

75.  The advances under the DIP facility will benefit all stakeholders by allowing BNC the
ability to meet its operational demands including oon’anumg with de-watering of the

- Mines and fundmg water ireatment.

- 76. The beneﬁt of DHP ﬁnancmg outwelghs the prejudlce o the Tenders Whose securlty will

be subordmated

nepessary and in the best intefests of the stakéhdldérs genérally of BNC béc_:aus’e: .

" 77.  Even if some préjﬁdic‘e would tesult from the DIP fm‘ancing,' the DIP Aﬁﬁanémg is -

91

- (a) ’The amount of the DIP ﬁnanmng sought by BNC is. sufﬁ01ent to address 1ts i o

urgent needs only, '

fmancmg, and

of BNC,

— Relief Sought

78, 1 believe that if the relief sought is granted, BNC will be able to effect a sucoessful
restruéturing. If the order is not granted, I believe that BNC will have to permanently
" cease operations which would cause prejudice to BNC and its stakeholders.
Additionally, if the order requested is not granted, the Mines will be flooded when the
electricity is cut off which will resgltAin envifonmental damage and an estimated $40

| wmillion dollars increase in the cost to recommence operations. ' |
16
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(b) BNC believes that it will be able to successfully restruoture w1th the azd of DIP '

- {c) If sucecessful, CCAA restcuqtunng is the most beneﬁcmi result for all’ stakeholders



SWQEN TO bef_‘oAreA;‘ne,a‘t the Cit}f of |
Montréal, in the Province of Québec,
 this 18th day of February, 2009

- 79.  If this Honourable Court should grant the relief sought by BNC, I believe that there would -

be no material prejudice to the position of the existing creditors of BNC when compared

to the consequences if BNC permanently ceased to operate.
80.  Bach of our stakeholder groups is best served by thie preservation of the status quo while
BNC develops and presents to its stakeholders a detailed plan to bnng the Mines from

commerclal productlon 10 sustamable proﬁtable returms.

81. . I'make this Affidavit in support of the within Application,

@2

© MHCHAML JUDSON

SOAtasta Cvgouned  (print name)
s A Notary Public in'and forthe - i, -
Province of Québec

(p/% -8
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