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I. INTRODUCTION

1. This report: (the "Third Report") is filed by PricewaterhouseCoopers Inc. ("PwC"), in its

capacity as proposal trustee ("Trustee") in connection with the Notice of Intention to Make a

Proposal ("NOl") filed by Starfield Resources Inc. ("Starfield" or the "Company") on

March 7, 2013 (the "Filing Date") under Section 50.4 (i) of the Bankruptcy and Insolvency

Act, R.S.C. 1985, c. B.-3, as amended (the "BJA").

2. On March 15, 2013, the Ontario Superior Court of Justice (Commercial List) (the "Court")

granted an order, inter alia, extending the stay of proceedings and the time for filing a

proposal on the part of Starfield for a period of 20 days, up to and including April 26, 2013

(the "March 15 Order"). A copy of the March 15 Order is attached hereto as Appendix

On April 26, 2013, the Court granted an order, inter alia, extending the stay of proceedings

and the time for filing a proposal on the part of Starfield for a period of 24 days, up to and

including May 20, 2013 (the "April 26 Order"). A copy of the April 26 Order is attached

hereto as Appendix "B".

To date, the Trustee has filed two reports in respect of the Company's NOI. A copy of the first

report dated March 8, 2013 (the "First Report") and second report dated April 24, 2013

	(the "Second Report") is attached hereto as Appendix "C" and Appendix "D"

respectively. The First Report addressed the Company's request for an administrative charge

and directors' & officers' indemnification and charge, and for approval of the proposed

retention payments and the Company's post-filing strategy, including the proposed sales

process to be carried out by the Trustee. The Second Report addressed the Company's post-

filing strategy, including an update to the proposed sales process being carried out by the

Trustee and details surrounding a letter of intent ("LOI") received from an interested party

for the Company's Ferguson Lake, Nunavut project (the "Ferguson Lake Project").

II. PURPOSE OF REPORT

5. The purpose of this Third Report is to:

a) Provide this Court with a summary of the following:

(i) Background on the activities of the Company since the Second Report;

(ii) The Company's actual cash flows for the period from March 4, 2013 to May 10,

2013, including a comparison of actual to forecast results;
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The results of the Court-approved sales process (the "Sales Process")
including an update on the LOT dated April 24, 2013 (the "Proposed
Transaction") between the Company and an interested party (the "Potential

Purchaser") for the sale of Company's assets related to the Ferguson Lake

Project;

(iv) The Company's request for an extension of the time required to file its proposal

to June 7, 2013 (the "Stay Extension"); and

(v) Report on the activities of the Trustee since the Second Report.

b) Recommend that this Court issue an order:

(i) Approving the Company's request for the Stay Extension; and

(ii) Approving the activities of the Trustee as set out in this Third Report.

III. QUALIFICATIONS

6. Tn preparing this Third Report, the Trustee has relied upon certain unaudited financial

information of the Company, the Company's books and records, information obtained from

personnel of the Company and other sources (collectively, the "Information").

7. In accordance with industry practice, except as described in this Third Report:

a) The Trustee has not audited, reviewed or otherwise attempted to verify the accuracy or

completeness of the Information in a manner that would comply with Generally

Accepted Assurance Standards pursuant to the Canadian Institute of Chartered

Accountants Handbook;

b) The Trustee has not examined or reviewed financial forecasts and projections referred

to in this report in a manner that would comply with the procedures described in the

Canadian Institute of Chartered Accountants Handbook;

c) Future oriented financial information reported or relied on in preparing this Third

Report is based on assumptions regarding future events. Actual results may vary from

forecast, even if the assumptions materialize, and such variations may be material.

8. The Trustee has prepared this Third Report for the use of the Court in consideration of the

motion described in the Notice of Motion dated May 14, 2013, filed by Fasken Martineau

DuMoulin LLP, counsel to the Company. The Third Report should not be relied on by other

parties.
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9. Unless otherwise stated, all monetary amounts contained herein are expressed in Canadian

Dollars.

IV. BACKGROUND

Overview

10. The Trustee is of the view that the Company has provided the Trustee with its full co-

operation and unrestricted access to its premise, books and records. The Trustee has been in

communication with the Company in connection with the filing of its NOl, the monitoring of

the Company's cash flows and variances to the Company's cash flow projection as filed with

the Office of the Superintendent of Bankruptcy Canada on March 7, 2013 and the Company's

revised cash flow projection as filed with the Office of the Superintendent of Bankruptcy

Canada on April 24, 2013.

ii. Since the Filing Date, the Company has continued to manage its minimal on-going operations

and has worked with the Trustee to advance the Sales Process.

12. In addition to the Sales Process discussed below, the Company reached a settlement with

respect to its option agreement relating to an early stage gold property in Nevada (the "Dome

Hill Project"). Payment in the settlement amount of $7,000 was received during the week

of May 3, 2013.

13. As of the date of this Third Report, the Trustee understands that each of the Company's four

consultants (the "Key Employees") are all being paid in the ordinary course by the

Company.

V. COMPANY'S CASH FLOWS FOR PERIOD FROM MARCH 4, 2013 TO
MAYio, 2013

14. Set out below is a summary of the Company's actual cash flow as compared to the Cash Flow

Projection for the ten week period ending May 10, 2013:
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Starfield Resources Inc.
Projected Statement of Cash Flow
For the period ending May 10, 2013

Week Ending
(in CAD$ooos)

Cash balance - Opening

Receipts
Sale Proceeds/Deposits/U.S. bank account funds

Total Receipts

Disbursements
Maintenance Costs - U.S. mineral properties
Maintenance Costs - Ferguson Lake
Compensation
Rent & Utilities
Insurance
SG&A
Professional Fees

Actual

	

Budget

	

Fav/(UnFav)
Total

	

Total

	

Variance

524.0

	

524.0

7.0

	

64.0

7.5

	

51.2

	

43,7
0.6

	

0.6

	

138.6

	

147.1

	

8.

	

38.7

	

38.7

	

-

	

23.5

	

23.5

	

-

	

(22.0)

	

39.9

	

61.9

	

294.1

	

286.5

	

(7.6)

Total Disbursements

Cash balance - Closing

15. As detailed in the table above, the Company has achieved a net favourable cash flow variance

of approximately $50,100 as compared to forecast for the period from March 4, 2013 to May
10, 2013. The Company's actual net cash flow for the period was a net outflow of

approximately $473,400 as compared to a forecasted net outflow of approximately $523,500.

16. The principal reasons for the favourable variance on net cash flow include:

(i) Approximately $61,900 SG&A - favourable variance due to lower than

anticipated SG&A costs incurred to date and refunds of HST and corporate

income taxes that were not forecasted;

(ii) Approximately $43,700 Maintenance Costs (U.S. mineral properties) -

favourable variance related to the nickel-copper-cobalt-PGE project in Montana,

USA (the "Stiliwater Project") and copper-silver project in California, USA

(the "Superior Project") due to lower than anticipated maintenance costs and

unanticipated refund of state bonds;
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Approximately $57,000 Proceeds from U.S. bank accounts - unfavourable

permanent variance with respect to certain escrow funds that the Company has

determined it does not have ownership claims to; and

(iv) Approximately $7,600 Professional Fees - unfavourable variance related

primarily to timing difference of invoices paid to date.

17. The Trustee is of the view that the Company is acting in a manner consistent with the

Company's cash flow projections and as at the date of this Third Report, there have been no

material adverse changes to the Company's operations since the Filing Date.

VI. COMPANY'S CASH FLOWS FOR THE PERIOD ENDING JUNE 7, 2013

i8. Starfield, with the assistance of the Trustee, has prepared revised consolidated cash flow

projections of its receipts and disbursements for the 4-week period ending June 7, 2013 (the

"Revised Cash Flow Projection"). The Revised Cash Flow Projection was filed with the

Office of the Superintendent of Bankruptcy Canada on May 14, 2013. A copy of the Revised

Cash Flow Projection is attached hereto as Appendix "E". The Trustee has reviewed the

assumptions supporting the Revised Cash Flow Projection and believes the assumptions to be

reasonable.

19. The Revised Cash Flow Forecast assumes that the Company will continue to fund normal

course obligations relating to the preservation and maintenance of its assets in Canada and

the U.S. (held through subsidiaries), such as claim maintenance fees and other required

maintenance costs, during these BIA proceedings. The majority of the projected expenses

during this period relate to compensation for the Key Employees and professional fees which

are required to advance the Sales Process.

20. As a result, based on the assumptions made by Starfield contained in the notes to the Revised

Cash Flow Projection, the Trustee believes that Starfield will have sufficient funds to meet its

current obligations through to June 7, 2013.

VII. SALES PROCESS

21. As detailed in the First Report, the Sales Process provided a means for testing the market,

gauging interest in the Company and/or its assets and determining whether a transaction that

would result in realizations greater than liquidation value was available. The Sales Process

was approved by this Honourable Court in the March 15 Order. The Trustee has been fully

involved in all aspects of the Sales Process to date. It's the Trustee's view that the Sales

Process has been carried out in accordance with the First Report and the March 15 Order and
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has been fair and reasonable. Prospective interested parties were given a fair opportunity to

make an offer for the Company and/or its assets.

22. As detailed in the Second Report a total of 4 LOT's were received as part of the Sales Process.

As further discussed in the Second Report, the Proposed Transaction was the only LOT

accepted by the Company and its board of directors as the total consideration offered of

$800,00o by the Potential Purchaser was significantly higher than the net minimum

guarantee provided by one of the liquidators and included a $100,000 deposit against the

purchase price. Furthermore, the Proposed Transaction contained limited closing conditions

and would allow for an expedited closing. Attached hereto as Appendix "F" is a redacted

copy of the LOT between the Company and the Potential Purchaser;

23. Since the Second Report:

a) The Potential Purchaser has satisfied itself with respect to certain conditions and has

confirmed that the $50,000 non-refundable portion of the deposit noted above was

fully earned by the Company as of May 10, 2013. This amount was subsequently

deposited into the Company's bank accounts and will be used to fund the closing costs

of the Proposed Transaction and its associated asset and purchase agreement (the

b) The Company continues to finalize the APA with the Potential Purchaser as of the date

of this Third Report and, consistent with the Second Report, the Company still expects

this transaction to close on or around May 15, 2013, and

c) As at the time of the Third Report there have been no offers received by the Company

in relation to its U.S. assets, including the Stillwater Project and Superior Project,

however the Company will continue to explore options relating to these assets.

24. As detailed in the Revised Cash Flow Projection, should the Company not complete the

Proposed Transaction prior to June 7, 2013, the Company will allow the stay period to expire

without an extension or filing of a plan and be deemed to have made an assignment into

bankruptcy.

VIII. COMPANY'S REQUEST FOR THE STAY EXTENSION

25. The Company is seeking the Stay Extension to permit it and the Trustee to complete the

Proposed Transaction and APA previously referenced. If granted, the Stay Extension will

represent a further 19-day extension to the stay of proceedings which, together with the

current 24-day extension granted by the Court in the April 26 Order, the first 20-day

9

pwc



extension granted by the Court in the March 15 Order and the initial 30-day stay provided for

in the BIA, will extend the stay period to 93 days from the filing of the NOl.

26. The Trustee supports the Company's request for the Stay Extension for the following reasons:

a) The Company is acting in good faith and with due diligence in taking steps to facilitate

a sale of its operations;

b) It is the Trustee's view that the Stay Extension will not prejudice or adversely affect any

group of creditors;

c) The Revised Cash Flow Projection indicates that Starfield should have sufficient

liquidity to continue to fund operations through the period ending June 7, 2013;

d) It is the Trustee's view that the Stay Extension is required to provide the Company with

sufficient time to close the Proposed Transaction; and

e) The Stay Extension will provide the Company with additional time to make a final

attempt at marketing and selling the Company's U.S. assets.

27. While it is too early to say whether a viable proposal will be presented by the Company to its

creditors, the Trustee is of the view that the request for the Stay Extension is appropriate

given the circumstances and more properly reflects the timeframe by which the Trustee will

be able to provide a meaningful update to this Court and seek the Court's approval for the

APA.

IX. ACTIVITIES OF THE TRUSTEE

28. The Trustee's activities since the filing of the Second Report include:

a) Review of the Company's weekly cash flow results, and discussions with the Company

on material variances to the cash flow projections submitted;

b) Review of the LOT, APA, and other materials related to the Sales Process;

c) Discussions with the Company related to the Sales Process, LOT and APA;

d) Discussions and correspondence with Fasken Martineau DuMoulin LLP, counsel to the

Company;

e) Discussions and correspondence with Cassels Brock & Blackwell LLP, counsel to the

Trustee;

f) Discussions with the Potential Purchaser and its counsel related to the LOT and APA;
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g) Discussions with numerous interested parties in relation to the Sales Process; and

h) Discussions with numerous creditors and shareholders on the status of the

proceedings.

XI. RECOMMENDATION

29. The Trustee recommends that this Court issue an Order approving the Company's request for

the Stay Extension as this would be the best course of action available for all stakeholders as

the Proposed Transaction will preserve some value for the assets of Starfield, whereas, should

bankruptcy ensue, an immediate liquidation of the Company would likely result in an

immediate and substantial diminution in realizable value for all creditors.

Dated the 14th day of May, 2013.

RESPECTFULLY SUBMITFED,

Clark Lonergn,CAtCIRP
Vice-President / V

PricewaterhouseCoopers Inc.
In its capacity as Proposal Trustee of
Starfield Resources Inc.
and not in its personal capacity
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