EXHIBIT “C”

This is Exhibit “C” referred to

in the Affidavit of David A. Boyd,
sworn before me this 9t day

of September, 2010.

It~/

A Notary Public, in and for the
Province of Nova Scotia

QGavin D.F, MacD_onald



Cooper, George L. {(Moncton)

From: Donna-Lee Kirkpatrick [dikirkpatrick@smss.com]

Sent: August-27-10 12:04 PM

To: Cooper, George L. (Moncton)

Cc: david.a.boyd@ca.pwc.com; Dave Langille; Lesley Dunean; McElman, Josh (NBY; Paul Smith
Subject: RE: Blue Note Caribou Mines CCAA/BIA Proceedings

Attachments: Notice Regarding Acquisition of BNC.PDF; Breakwater-Biue Note - Carr. to Boyd PDF
Importance: High

Mr. Cooper,

Please see the attached letter addressed to your client PWC. Breakwater is requesting the inspection of records in
conjunction with the possible exercise of its ROFR rights in response to PWC's Sale Notice to Breakwater dated August 9,
2010 {a copy of which is attached). As such, time is of the essence.

Please advise if arrangements can be made to permit the inspection to be conducted prior to the end of next week.

Regards,

Stephen J. Hutchison ST EWA R\I f“:"%{: KE LVEY

Stewarl McKelvey | Barristers, Solicitors and Trademark Agents
Suite 1000 | Brunswick House | 44 Chipman Hill { P.Q. Box 7289 | Postal Station A | Saint John NB E2L 456 | Web: www. smss.com
Direct Dial: 506.632.2784 { Main Tel: 506.632.1970 | Fax: 506.652.1988 | Emall: shufshison@smss.com

FARRFTREITF AR T KR FT T TR 2T rdxrrrhdidbird

This e-mail message {including attachments, if any) is confidential and may be
privileged. Any unauthorized

distribution or disclosure is prohibited. Disclosure to anyone other than the intended
recipient does not

constitute waiver of privilege. If vou have received this e-mail in errocr, please notify
us and delete it

and any attachments from yvour computer system and records.

Ce courriel (y compris 1les piéces jointes) est confidentiel et peut &tre privilégié. La
distribution

ou la divulgaticon non autorisdée de ce courriel est interdite. Sa divulgation & toute
personne autre gue son
destinataire ne constitue pas une renonciation de privilége. §i vous avez regu ce

courriel par erreur,

veulllez nous aviser et éliminer ce courriel, ainsi que les piéces jointes, de votre
systéme informatique et

de vog dessiers,



CSTEWART MCKELVEY

Suite 1800 Caormrespondence: Telephons: 506.632.1970 Stephen J, Hufehisen
Bruaswick House P.O. Box 7289 Tax: 5066521989 Direct Diak 506.632,2784
44 Chipmarn Hill Postal Statlon A saint-fohn@smss.cem Direct Fax: 506.634.3579
Saini John, NB Saint Joln, NB WiV STISS.Com shutchison@smss.com
Canada 2L 2A9 Canada 1521, 456

File Reference : SMO01105-11
August 27, 2010
Via Email

PricewaterhouseCoopers Inc.
Summit Place

1601 Lower Water Street, Suite 400
Halifax, NS B3J3P6

Attention:  David A, Boyd
Dear Sir:

Re:  Blue Note Caribou Mines

As you are aware, we represent Breakwater Resources Limited which has an interest in the
mining interests and properties relating to the Caribou Mines. On behalf of our client, we are
requesting that you make avaitable to us fo review, at your Saint John, New Brunswick offices,
copies of all documentation relating to the ownership by Blue Note Caribou Mines Inc. of its
various mining interests in New Brunswick and including all documentation relating to the
transfer of any of such interests to it by Blue Note Metals Inc.

Please advise the undersigned as to when we can carry out such review,
We look forward to hearing from you.
Yours very truly,

Stewart McKelvey

e

Stephen J. Huichison
SIH/dlk

Ce: David Langille, Breakwater Resources Limited
Lesley Duncan, Breakwater Resouces Limited

Smis.comn Charlottetown Fredericion Halifax Moucton Saint johu 51, fokn's
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PrfoewatarhousaCoopers inc,
Surnimdl Place
1601 Lower Water Sireet. Suite 400
Halifax, Nova Scotia

Carada B3J 36
: Tedaphone +1 {92) 481 7400
Fucsimile +1 (902) 422 1165
August 9, 2010 Direct Tel, (902} 491-7421

T OWWILDWE.COMICa

Breakwater Resources Limited
95 Wellington Street West, Suite 950
Toronto , ON M54 2N7

Dear Sirs:

Re:  Sale Notice under Joint Venture Agreement of Offer to Purchase Assets of Blye Note
Caribou Mines Inc. (*Caribou")

As you are aware, the validity and enforceability of the Joint Venture Agreement dated October 17,
2008 between Breakwater Resources Ltd, and Biue Nots Mining Inc. {the “Joint Venture
Agreement”), and/or certain provisions thereof, has not been finally determined but pursuant to
Section 15 of the Joint Venture Agreement the undersigned hereby provides you with notice of an offer
{the "Offer”) it has received dated August 3, 2010, a copy of which is attached, from Kirkdand intertrade
Corp., on behalf of itself or a subsidiary, {the “Purchaser”) offering to purchase all of the assets of Biue
Note Caribou Mining inc. deseribed therein.

The main terms of the Offer are as follows:
» PBurchase price - Cdn$18,250,000.00, plus payment of any applicable taxes

* Proposed Closing Date - September 25, 2010

+ Assels offered to Buy - all of Caribou's interest In the mining leases, surface leases and real
property relating to the Caribou Mine and the Restigouche Mine and any other assets related
thereto as described in the Offer {recagnizing Breakwater's undivided 20% in the Carbou and
Restigouche Mine real property)

+ Payment terms - payment of purchase price by partial reduction of secured debt owing to
Kirkland by Carbou which was recenly acquired from Computershare Trust Cormpany of
Canada; payment of applicable taxes in cash

» Conditions to dlosing - no material adverse change in Assets belween date of Offer and
closing

* Other terms - Purchaser to assume liability to pay applicable royalties to Fern Trust and any
Crown royaities; Purchaser to receive bensiit of security deposits with govemmental
authorities; parties to obtain vesting order of Court of Queen’s bench to approve the sale

We look forward to your response by no iater than 5:00 p.m. (Atlantic ime} on September 24, 2010.
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Breakwater Resources Limited

RE: Sale Notice under Joint Venture Agreement of Offer to Purchase Assets of Blus Note Caribou Mines
Inc. (“Caribou™)

August 9, 2010

Yours truly,

PricewaterhouseCoopers inc,,
As Monitor and Trustee of Biue Note Caribou Mines Inc.
and not in its personal capacity

David A. Boyd, CA, CIRP
Senior Vice President
Advisory Services

cc: Stephen Hutchison, Stewart McKelvey
Howard Gorman & Marvin Singer, Macleod Dixon LLP
George Cooper & Josh McEIman, Cox & Palmer
Bob Cremer & Jeffrey Burgess, Lawson Creamer

2)



KIRKLAND INT! ERTRADE CORP.

/o Macleod Dixon L
Toronto-Dominion Centre, TD Waterhouse Tower
79 Wellington Street W., Suite 2300
Toronte, Ontario MSK 1H1

Angust 3, 2010

PdcewatcrhouseCoopers e,

as Monitor and Trustee of Blne Note Caribou Mines Ine.
Suite 301, 44 Chapman Hill

Saint John, New Brunswick E2L 4R9

Attention: David A. Boyd, CA, CIRP

Dear Sirs;

Re:  Offer (the “Offer’”) to Purchase Assets of Blue Note Caribou Mines Inc,
(“Caribou®)

Kirkland Intertrade Corp. (“Purchaser™), on its own behalf or on behalf of one of its affiliates, :
does hereby offer to purchase all of the assets of Carihou (the “Assets™ on an “a3-is” basis from
PricewaterhouséCoopers Tne. as Caribou’s Court-appointed Monitor and Trustee (“PWC™),
including the following: :
(a) an 80% undivided interest in the following:
(i) Mining Lease No. ML-245,

(it} Industrial Surface Lease No, SIMI.227] (also referred 1o as Crown Lands
Lease #4 15060027),

(i)  Mining Lease No. ML-255,
(iv)  Industrial Surface Lease No. SIML 2473,

(v} the frechold parcel of real estate identifiad by Property Identification
Number 50072032, and

(vi}  all right, title and interest in and to al additional exploration properties
that are owned by, or under option to, Caribou,

(collectively, the “Properties”);

(d)  all right, title and interess of Caribou in and to the cagh security deposit provided
by Caribou to the Minister of Natural Resources of New Brunswick, the Minister
of Environment for the Province of New Brunswick, and any other branch or
agency of the govemnment of New Brunswick, the total of which is approximately
$9,500,000 as at the date hereof;

()  to the extem assignable, all right, title and interest of Caribou in and to all

agreements, licences, permits, approvals, consents, registrations, certificates and
other authorizations issued 1o or held by Caribou in connection with the mining

TEEM5vE




PricewaterhouseCoopers
August 3, 2010
Pape 2

and milling operations currently or formerly carried out at or relating to the
Properties; and

(dy  all other assets of Caribou not described in the foregoing paragraphs (a) to ().

“Purchase Price” means $18,250,000.00 (representing an amount as at June 30, 2010 equal 1o
the outstanding secured debt owing to the Purchaser of approximately $22,250,000.00, inclusive
of accrued interest and fees, less $4,000,000) plus any and all applicable sale, transfer or other
taxes,

The Purchaser reserves the right to exclude any assets of Caribou, including all mining and
surface leases relating to the Restigouche Mine, if it determines not to acquire such assets at the
time of closing and, if it so determines, the definition of “Assets” shal} exclude such assets bnt

the Purchase Price shall not be adjusted. L : - o

The Purchaser hereby offers to purchase the Assets for the Purchase Price on the terms and
conditions contained in this letter and those attached hereto (the “Additional Terms”}.

This Offer shall remain open for acceptance until § 2.1m. (EST) on Tuesday, August 10, 2019

unless further extended by the Purchaser.

The Purchase Price (including any deposit required pursuant to the Additional Terms) shall be
paid by partial reduction of the Purchaser's secured claims as against the Assets and Caribou.
Applicable taxes will be paid in cash on closing. If the purchase is made by & subsidiary of the
Purchaser, the Purchase Price shall be paid by the Purchaser and such subsidiary shall be
indebted to the Purchaser for the payment of the Purchase Price.

All amounts referred to herein are in Canadian dollars.

The Purchaser will assume any liability for royalty payments owed to the Fern Trust and any

There shall be no material adverse change in the Assets between the date of this Offer and
closing,

Caribou and the Purchaser shail agree 1o make a joint successor election under the Jncotne Tax
Act with respect to the resource properties transferred.

18234504




PricewatcrhouseCoopers
August 3, 2010
Page 3

The Purchaser and Caribon shajl atlocate the Parchase Price between the Properties, as resonrce
properties (CDE), and any depreciable assets forming part of the Assets, as they may agree,
acting reasonably,

PWC, as Caribou's insolvency representative, shall execute and provide ajl conveyancing

documents and agreements Customarily used in the Province of New Brunswick for transactions
of this nature in an insolvency transaction and shall, at the request of the Purchaser, assist the

Purchaser,

Clasing shall occur on or before September 25, 2010, or such other date as the parties mutnaily
agree (the “Closing Date”),

Prior to closing, the parties shail obtain a further Order of the Court vesting ownership of and

This Offer is not subject to any corporate or board approval, financing or any due diligence
conditions.

The Additional Terms shall form part of this Offer with such necessary modifications and
alterations thereto such that the terms and conditions of this letter and the Additional Terms are
not inconsistent with each other, with the terms and conditions of this Jetter prevailing in the
event of any inconsistency. '

{Signature Lines Follow on Next Page)

FLI0 B




PriccwatcrhouseCooPers
August 3, 2010
Page 4

Yours truly,

KIRKLAND INTERTRADE CO RP.

Per:
Muaxim V. Finskiy
Director

This Offer to Purchase by Kirkland Intertrade Corp. is accepted as of this . day of August,
2010,

Blue Note Caribou Mines Inc., by its
court appointed Monitor and trustee in bankruptcy, PxicewatemouscCoopcrs Inc,

EJerd (3 Beyd, £,
Counsel to Purchayer:

Attention: Marvin Singer
MACLEOD DTXON LLp
Toronto-Dominion Centre
T Waterhouse Tower

79 Wellington Street West
Suite 2300, P.O. Box 128
Toronto, ON MSK 1HI

AKIDES il

R L - b St o PSS




PRICEWATERHOUSECOOPERS INC.

MONITOR OF BLUE NOTE CARIBOU MINES INC.

TERMS AND CONDITIONS OF SALE

The Vendor is Blue Note Caribou Mines Inc., as may be appropriate, as represented by its
Court appointed Monitor (“Vendor™) in its capacity as Monitor and not in its personal
capacity.

The Assets being offered for Sale, pursuant to these Terms and Conditions of Sale,
consist of the Vendor's interest in the assets as described in the Invitation to Offer to
Purchase Assets, property description and equipment list.

Offers marked “Offer — BN Caribou Mines” addressed to PricewaterhouseCoopers Inc.,
Suite 301, 44 Chipman Hill, Saint Jobn, New Brunswick, E2L. 4B9 attention Rohert
Smith, CA, CIRP, CFE.

Offers will be reviewed and considered as received.

Each offer must be accompanied by a certified cheque, bank draft or money order
payable to *PricewaterhouseCoopers Ine. - In Trust", for an amount equal to $1,000,000.
If an offer is accepted and approved, the cheque, bank draft or money order shall be
deemed a cash deposit and the balance of the purchase price shall be paid to the Vendor,
at the times and on the terms and conditions herein set out.

All offers sha!l be submitted on the recnired Form of Offer, which is attached to these
Terms and Conditions of Sale. The Monitor may reject offers that are not on the required
Form of Offer.

In consideration of the Vendor making availabte these Terms and Conditions of Sale,
other information and the opportunity of inspection and/or in consideration of the Vendor
receiving offers, each prospective Acquirer agrees that its offer is irrevocable and cannot
be retracted, withdrawn, varied or countermanded prior te acceptance or rejection thereof,

The highest or any offer shall not necessatily be accepted. Preference may be given to en
bloc offers.

L[f!'
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10

11,

12

13.

If the Vendor accepts any offer, then such acceptance shall be communicated to the
successful prospective Acquirer within ten (10) business days of the date fixed for the
closing of receipt of offers. Such notice may be by telephione, email, facsimile or other
means of recorded telecommunications or by registered mail or delivery, Notice of
acceptance shall be deemed effectively given when so delivered, telephoned or sent by
facsimile or other means of recorded telecommunication or on date of deposit in a post
office if mailed by registered mail, as the case may be. Upon such acceptance, there shall
be an Agreement of Purchase and Sale between the Vendor and the Acquirer on the terms
contained herein and the offer, these Terms and Conditions of Sale, and the acceptance
shall be sufficient evidence of such Agreement.

Centified cheques, bank drafts or money orders accompanying offers that are not accepted
by the Vendor will be retured, without interest, to the address given in the offer within
the later of ten (10) business days of the date fixed for the closing of receipt of offers and
the Court approval of the sale of the assets.

The balance of the purchase price shall be paid to the Monitor by cash, wire transfer or
bank draft upon closing, which closing shall occur within thirty days after acceptance of
offers by the Menitor provided that where Court approval has not been obtained within
10 days of the date of acceptance, the closing date shall be extended until 30 days after
Court approval, or on such other date as may be mutual ly agreed between the Monitor
and Acquirer. Court approval is not required for the equipment and will be closed
separately from the land and buildings.

Upon closing of the sale contemplated by the Agreement of Purchase and Sale, the
Acquirer shall be entitled, upon receipt by the Vendor of the Purchase Price, only to such
Deeds, Form |3 Transfers (Land Titles Act of New Brunswick), Bills of Sale or
Assignments as may be considered necessary by the Vendor to convey the Assets to the
Purchaser or the Assignee of the Purchaser provided that the Purchaser shall remain
liable under the Agreement of Purchase and Sale, not withstanding any assignment
thereof by the Acquirer. Any such Deeds, Form 13 Transfers (Land Titles Act of New
Brunswick), Bills of Sale or Assignments shall contain only a conveyance of the
Vendor's inferest in the Assets and shall not contain any covenant other than a covenant
that the Vendor has done no act to encumber the Assets,

Real Property Taxes will be adjusted pro rata to the Closing Date in favour of the
Acquirer. Acquirer’s counsel will undertake to pay or otherwise satisfy all Real Property
Taxes for 2009 and prior such that clear title is passed to the Acuguirer,

2 PrICEAATERHOUSE(COPERS



14.

I5.

16.

17.

In addition to the Purchase Price for the Assets being purchased, the Acquirer shall pay to
the Vendor on the Closing Date all applicable federal, provincial and other taxes unless
all necessary Certificates to exempt the Acquirer therefrom are provided to the Vendor on
or before the Closing Date. The Acquirer shall arrange its 0wn insurance, and there shall
be no adjustment of insurance. The Acquirer shall be responsible for all costs with
respect to the obtaining of all Federal, Provincial, civic and other licenses necessary to
carry on a business. :

The obligation of the Vendor to sell, and the Acquirer to purchase, the Assets shall, at the
option of the Vendor, terminate in the event that, prior to the Closing Date of the sale the
Assets are substantially destroyed by fire, flood, the elements, Government action, or
civil cominotion or any other extemal cause beyond the control of the Veador, Such
option to terminate by the Vendor shall be exercised by giving notice in writing to the
Acqusrer that it intends to take the proceeds, if any, payable under any existing insurance
policies and terminate the Agreement of Purchase and Sale. In such an event, the
Agreement of Purchase and Sale shall automatically terminate and be deemed nul] and
void and the deposit money shall be returned to the Acquirer without interest, cost, and
compensation or deduction and no party shall be liable to another for any costs or
damages whatsoever. If the Vendor does not exercise such option, the Acquirer, at his
option may perform the Agreement of Purchase and Sale, such option to be exercised in
writing, within seven (7) business days after notice to the Acquirer that the Vendor does
not intend to exercise its option to terminate. In such event, the Acquirer shall be entitled
only to an assigninent of any proceeds payable under the existing insurance policies and
transfer of any remaining Assets in full settlement of the Vendor's obl igations to repair or
replace the damaged assets and in full satisfaction of this Agreement of Purchase and
Sale. If the Acquirer does not exercise its option, the Agreement of Purchase and Sale
shall be automatically terminated and deemed null and void and the deposit money shall
be refunded to the Acquirer without interest, costs, compensation or deduction and
netther party shall be liable to the other for any costs or damages whatsoever.

The Vendor shall remain in possession of the Assets until the Closing Date and
completion of the Agreement of Purchase and Sale. Title to the Assets shall not pass to
the Acquirer, nor shall the Acquirer be entitled to possession of same, until the purchase
price and all other payments to be made by the Acquirer pursuant to the Agreement of
Purchase and Sale have been paid in full.

The Vendor may pay and discharge out of the monies to be paid by the Acquirer any
liens or encumbrances not being assumed by the Acquirer.

3 PRICEWATERHOUSE(COPERS



I8,

19.

20.

21,

22,

23.

24,

If, on or before closing, it is found that there are property claims, encumbrances or
charges against any of the Assets being offered for sale which the Acquirer has not
agreed to assume in addition to, or as part of its offer, and which the Vendor is not
willing to discharge, then, subject to the Vendor’s consent, the offer may be reduced by
the Acquirer by the amount of the value of the claimed or encumbered assets (calculated
by prorating the value of the encumbered assets based on the actual offered price) or the
Vendor at its own option may rescind the agreement to sell the assets in question and the
Acquirer shall be entitled solely to the return of the cash deposit without interest and
without any other compensation of any kind or nature whatsoever for any loss, damages
or other costs, : :

In addition to all other normal closing adjustments, there shall be the following closing
adjustments as set out in the invitation to offer:
* Inventory of fuel on site at the date of closing.

If the Acquirer fails to comply with these Terms and Conditions of Sale, the deposit shall
be forfeited to the Vendor on account of liquidated damages and the Assets may be resold
by the Vendor in such manner and on such terms as the Vendor in its sole discretion
determines and the Acquirer shall pay to the Vendor (i) an amount equal to the amount, if
any, by which the Purchase Price under the Agreement of Purchase and Sale exceeds the
net purchase price received by the Vendor pursuant to such resale, and (ii) an amount
equal to all costs and expenses incurred by the Vendor in respect of or occasioned by the
Acquirer’s failure to comply with the Agreement of Purchase and Sale.

By submitting an offer, the Acquirer acknowledges that it has inspected the Assets and
that the Assets are sold on an “as is, where is" basis at the time of closing and that no
representation, warranty or condition is expressed or implied as to title, description,
environmental conditions, fitness for purpose, merchantability, quantity, condition, cost,
or quality thereof or in respect of any other matter or thing whatsoever. Without
limitation, the Assets are specifically offered as they exist on closing and with no
adjustments to be allowed the Acquirer for changes in conditions, qualities or quantities
of the Assets from the date hereof to the Closin g Date except as specifically provided for
in the Terms and Conditions of Sale. Each Acquirer acknowledges that the Vendor is not
required to inspect or count, or provide any inspection or counting, of the Assets.

PricewaterhouseCoopers luc. acts ia its capacity as Monitor as aforesaid and shall have
no personal or corporate liability heveunder or from any Agreement of Purchase and Sale
of contemplated hereby or as a result of any sale contemplated hereby.

In the event that some of the offers subimitted are substantially in the same terms andor
amounts, the Vendor may in its sole discretion call upon those prospective Acquirers to
submit further offers.

The Terms and Conditions contained herein shall not merge on closing, but shall survive
such closing and remain in full force and effect and be binding on the Acquirer thereafter.

4 PRICEAATERHOUSE(COPERS



5.

26.

27.

28.

20,

30.

31

The submission of an offer by a resident of the province of Quebec will be deemed to
constitute the declaration and acknowledgement by such resident that it has requested
these Terms and Conditions of Sale, the Form of Offer referred to herein and all other
documentation relating to its offer and the acceptance thereof 1o be drawn up in the
English language.

In the event that disruption occurs with respect to the Canadian or other postal service, all
notices contemplated by these Terms and Conditions of Sale may be forwarded by
telegram, facsimile or electronic ransmission (email).

The validity and interpretation of these Terms and Conditions of Sale, and of each
provision and part thereof, and of any Agreement of Purchase and Sale defined herein,
shal be governed by the laws of Province of New Brunswick, and the Courts of the
Province of New Brunswick shall have exclusive Jurisdiction with respect to any disputes
arising out of these Terms and Conditions of Sale or any Agreement of Purchase and Saje
entered into pursuant to these Terms and Conditions of Sale.

The Vendor at its owa discretion may waive any or all of the Terms and Conditions of
Sale herein.

If there is any conflict between these conditions and the advertised Invitation to Offer, the
terms contained in these Terms and Conditions of Sale shall prevail.

The Agreement of Purchase and Sale entered into pursuant to these Terms and
Conditions of Sale shall endure to the benefit of and be binding upon the parties thereto,
and their respective successors and assigns.

All stipulations as to time are strictly of the essence.

PricewaterhouseCoopers Ine.

Monitor of Blue Note Caribou Mines Inc.
Suite 301, 44 Chipman Hill

Saint John, New Brunswick, Canadza
EZL 4B9
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