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SERVICE LIST
(March 8, 2013)

TO:

Cassels Brack & Blackwell LLP
2100 Scotia Plaza

40 King Street West

Toronto, ON M5SH 3C2

Attention Larry Ellis

Phone: 416.869.5406

Fax: 416.640.3004

Email: lellis@casselsbrock.com

Counsel to PricewaterhouseCoopers Inc., in its capacity as the Proposal Trustee

AND TO:

PricewaterhouseCoopers Inc.
PwC Tower

Suite 2600, 18 York Street
Toronto, ON M5J 0B2

Attention; Pritesh Patel / Paul Van Eyk / Clark Lonergan

Phone: 416.863,1133

Fax: 416.365.8215

Email: pritesh.t.patel@ca.pwe.com / paul. vaneyk@ca.pwe.com / clark.Jonergan@ca.pwe.com

AND TO:

Aird & Berlis LLP

Brookfield Place, 181 Bay Street
Suite 1800, Box 754

Toronto, ON MSJ2T9

Attention; Steven L. Graff
Phone: 416, 865.7726

Fax: 416. 865.1515

Email: sgraff@airdberlis.com

Counsel to the Directors of Starfield Resources Inc.

AND TO:

Dickinson Wright LLP

222 Bav Stregy_T18th Flaor
P.O, Box 124

Toronto, ON MS5K 1H]

Y ams s vamama

Attention: Michael Miller / Michasl Arbutina

Phone: 416.777.4007 / 416.777.4008

Fax: 416.865.1398

rmali: mmiller@uickinsouw lghretmr/-mrerbwtine @divdmonwright.cem
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AND TO:

Davis LLP

Suite 6000, 1 First Canadian Place
PO Box 367, 100 King St W
Toronto ON MS5X 1E2

Attention; Davis Foulds / Laura Bisset
Phone: 416,941,5392 / 416.941.5400

Fax: 416.777.7414 / 416.777.7432

Email: dfoulds@davis,ca / Ibisset@davis.ca

Counsel to Nicholson & Associates Natural Resource Development Inc.

AND TO:

John O’Sullivan Barristers & Solicitors
Suite 1402, 390 Bay Street
Toronto, ON MSH 2Y2

Attention: John O’Sullivan
Phone: 416.252.5555
Email: jos@johnosullivanlaw.com

Counsel to Thanda Resources Inc.

AND TO:

Canada Revenue Agency
¢/G Diépdrtment or Justice
The Exchange Tower
130 King Street West
Suite 3400, P.0O. Box 36
Toronto, ON M5X 1K6

Attention: Diane Winters

Phone: 416.973.3172

Fax: 416.973.0810

Email: diane. winters@justice.gc.ca

Counse! to Canada Revenue Agency

AND TO:

Ministry of Finance

Legal Services Branch

6" Floor, 33 King Street West
Oshawa, ON L1H 8H5

Attention: Xevin O’Hara

Phone: 905.436.4510

Fax: 1.866.888.3850

Email: kevin.chara@ontario,ci- -

Counsel to Ministry of Finance Ontario
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AND TO:

Government of Nunavut, Taxation Division
Department of Finance, P.O. Box 2260
Igaluit, NU X0A 0HO

Attention: Payroll Remittance

AND TO:

Nunavut Water Board
P,O.Box 119
Goja Faven, NU XO0B 1J0

Attention: Ms. Phyllis Beaulieu
Phone: 1.867.360.6338
Fax: 1.867.360.6369

AND TO:

Industry Canada District Qffice
7th Floor, 123 2nd Avenue South
Saskatoon, SK S7K 7E6

Attention: Radio Licences

AND TO:

KPMGLLP
Suite: 4600, 333 Bay Street_
Toronto, ON M5H 285

Attention: Ken McKay
Phone; 416.777.8494

Fax: 416.777.8818

Email: kenmckay@kpmg.ca

AND TO:

Major Drilling International Inc.
1 Timber Lane
Flin Flon, MB R8N 1N4

Attention: Douglas Wilson
Phone: 204.687.3482
Email: flinflon@majordrilling.com

AND TO:

8GS Canada Inc.

185 Concession St.

P.O. Box 4300
Lakefield, ON KOL 2H0

Attention: Niels Verbann
Phone: 705.652.2138
Fax: 905.652.6365

AND TO:

John E. Robins
17 Brunswick Beach Road
Lions Bay, B.C. VON 2E0
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AND TO:

Lawrence Barry
1383 Kilmer Road
Neorth Vancouver, B.C. VIK 1R3

AND TO:

Matthew Mason
1930 Nelson Avenue
West Vianceuver, B.C. VIV IP4

AND TO:

Alan Grantham
C/0 380 Bedford Hisy
Halifax, NS BiM 2L4

AND TO:

Canada Dominion Resources 2010 Limited Partnership
¢/0 Goodman & Company Investment Counsel

1 Adelaide Swreet West, 29th Floor

Toronto, ON M5C 2V9

AND TO:

CMP 2010 Resource Limited Parmership

¢/o Goodman & Company Investment Counsel
| Adelaide Street West, 29th Floor

Toronto, ON M5C 2V9

AND TO:

Comelis Gysbers
50 Stoneridge Cr.,
Ilderton, ON NOM 2A0

AND TO:

Daymon Loeb
38 Castle Knock Rd.,
Toronto, ON MS5N 2)4

AND TQ:

Dwayne Swan
274 Fairhaven Cir,
London, ON N5W 1E2

AND TO:

Edward Kirk
57 Edward Laurier Dr.,
Halifax, N§ B3M 2Cé6

AND TO:

Greg Van Stavern
46 Pheasant Lane
Etobicoke, ON M9A 1T4

—AMND TO:

Hevard Winisls
304-70 Montclair Avenue
Toronto, ON MS5P 1P7

AND TO:

Tloward Winick
304-60 Montclair Avenue
Toronto, ON MSP 1P7
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AND TO:

James W. Gogan

500 Woodburn Road
P.O.Box 188

New Glasgow, NS B2H 5E2

AND TO:

Joel Maser
404 Banbury Road
Willowdale, ON M2L 2C2

AND TO:

Jobn R. Craig
5885 Spring Garden Koad, F3
Halifax, NS B3H 1Y3

AND TO:

Justin Cohen

1 First Canadian Place
Box 150, 48th Floor
Toronto, ON M5X 1H3

AND TO:

Kabeer Baig
301 - 3 Shank St.,
Toronto, ON M5V 3W9

AND TO:

Kodje M. Zankpo

70 Mile House

P.O. Box 68

Mile House, B.C. VOK 2K0

AND TO:

Maple I eaf Short Duratian 2010 FT 1P

P.O. Box 10357, Suite 808
609 Ganville Street
Vancouver, B.C. V7Y 1G5

AND TO:

Maple Leaf Short Duration 2011 Flaw Through LP
P.O. Box 10357, Suite 808

609 Ganville Street

Vancouver, B.C. V7Y 1G5

AND TO:

Mark Faircloth
77 Roxborough Dr,
Toronto, ON M4W 1X2

AND TO:

Matrix Explore 2011 . IFTLP
Suite 2200, 130 King 3i., West  © === cvimee -

Toronto, ON MSX 1E3

AND TO:

Michael Botetzayas
310 MeGarrell Dr.
London, ON N6G 5SE®
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AND TO:

Michael Hartnett
Drumalie Farm

20095 Mississauga Road
Caledon, ON L7K IN4

AND TO:

Mineral Fields 2011 - Super Flow Through LP
1110 Finch Ave. W., Suite 210
Toronto, ON M3J 2T2

AND TO:

Mineral Fields 2011 - T Super Flow Through LP
1110 Finch Ave, W., Suite 210
Toronto, ON M3) 2T2

AND TO:

Mineral Fields 2011 IV Super Flow Through LP
1110 Finch Ave. W., Suite 210
Toronto, ON M3J 2T2

AND TO;

Mineral Fields 2011 V Super Flow Through LP
1110 Finch Ave. W,.Suite 210
Toronto, ON M3J27z -

AND TO:

Pathway Mining 2010 Flow-Through LP
1110 Finch Ave. W., Suite 210
Toronto, ON M3J 2T2

AND TO:

Pathway Mining 2011 Super Flow Through LP
1110 Finch Ave. W., Suite 210
Toronto, ON WM3J 272

AND TO:

Pathway Quebec Mining 2010 Flow-Through LP
1110 Finch Ave. W., Suite 210
Toronto, ON M3J2T2

AND TO:

Paul Freedman
Suite 1403, 619 Avenue Rd

£z

Tororm, ON—MAY-2%6

AND TO:

Philip S. Martin
16 Ennisclare Drive
Oakville, ON L&J 4N2

AND TO:

R.A. Bondy
137 Farnham Ave.,
Toronto, ON M4V 1H7

AND TO:

Richard Roussel
7-2652 Momingstar Cr,,
Vancouver, B.C. V35S 4P4
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AND TO:

Rimmer Mining Company Ltd,
6 Foxdale Crt,
North York, ON M2K 2P2

AND TO:

Ron Kimel
63 Hillholm Road
Toronto, ON M5P 1M4

AND TQO:

Shand Holdings Lid.
6841 Adera Street
Vancouver, B.C. V6P 5C2

ANL T0:

Shelden Inventach
Suite 2500, 130 King St., West
Toronto, ON M5X 1A9

AND TO:

Stone 2010 Flow Through L P.
Suite 710, 36 Toronto Strest
Toronto, ON MSC 2C5

AND TO:

Stone 2010 WCP Flow Through LP
Suite 710, 36 Toronto Street
Toronto, ON MSC 2C5

AND TO:

William & Dunya Botetzayas
286 Julia Valentain Ave.,
Woodbridge, ON L4H 1Z4
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Court File No. CV13-10034-00CL

ONTARIO
SUPERIOR COURT OF JUSTEET -~ e« ..n.

[COMMERCIAL LIST]

IN THE MATTER OF THE BANKRUPTCY AND INSOLVENCY ACT,
R.5.C. 1985, ¢, B-3, AS AMENDED

AND IN THE MATTER OF THE NOTICE OF INTENTION OF STARFIELD
RESOURCES INC., OF THE CITY OF TORONTO IN THE PROVINCE OF

ONTARIO
Applicant
FACTUM QF THE APPLICANT
(returnable March 15, 2013)
PARTI - INTRODUCTION
1. Starfield Resources Inc (“Starfield” or the “Company™) filed a Notice of

Intention to Make a Proposal €NOI”) under scction 50.4 (1) of the Bankruptcy
and Insolvency Act, R.S.C, 1985, ¢. B-3, as amended (the “BIA”) on March 7,
2013, PricewaterhouseCoopers Inc. (“PwC”) was named as proposal trustee in

connection with the NO! {the “Prustas™.

2. This application is brought by the Company seeking an order substantially in the
form of the draft Order included at Tab 1A of the application record, pursuant to,

inter_nlia_sectiome 80 4(N_A4 1 and A4 2_nfthe BIA:

(8)  approving the Sales Process (as defined below);

(b) granting a priority Administrative Charge and D&O Charge (as these

trrme ave defoed halaw):

F=4(b
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(¢)  approving the Retention Payments offered by Starfield to certain
employees to incentivize them to remain with the Company through the
restructuring process; and

(d)  extending the time within which a proposal must be filed with the Official
Receiver under section 62(1) of the BIA to April 26, 2013

PART II - THE FACTS'
BACKGROUND

Corporate History and Structure

Starfield is a Canadian-based exploration and emerging early-stage development
company exploring for copper, cobalt, nickel and platinum group elements
("PGE”) in North America. The Company’s shares are publicly traded on the
Toronto Stock Exchange (“TSX”) under the symbol “SRU" and in the U.S. on the

Over-The-Counter Bulletin Board under the symbol “SRFDF" 2

Starfield was incorporated on April 22, 1994 upder the Rusiness Clorporations Act

(Alverta). The Company amended its articles on October 6, 1994 to change the

Company’s name to Starfield Communicatiens. Group-Ino. The -articles yrage.. .

amended again on December 18, 1997 to change its name to Starfield Resources
Inc. On October 27, 2006, the Company filed articles of continuance in British

Columbia. The Company is governed by the Business Corporations Act (British

2

Capiralized terms used herein but not otherwise defined have the meanings ascribed to them in the first
report of the Proposal Trustee, dated March 8, 2013 (the “Trustee Report™),

Trustee Report, para. 6, Application Record, Tab 3.

F-875
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Columbia) and is a reporting issuer in the provinces of British Columbia, Alberta
and Ontario, and in the North West Territories, Starfield’s registered office is

located at 625 Howe Street, Suite 420, Vanconver, Rritish Colwubia, and the

- Company’s head office is located at 120 Adelaide Street West, Suite 900,

Toronto, Ontario.

The Company currently holds a direct or indirect interest in the following mineral

properties/projects (the “Projeets™):

(a) a nickel-copper-cobalt-PGE project in Ferguson Lake, Nunavut (the

“Ferguson Lake Project™);
(b) a nickel-copper-cobalt-PGE project in Montana, USA;
(©) a copper-silver project in California, USA; and

(a) an early stage gold property which straddles the Nevada-California

border.*

Substantially all of the Ferguson Lake Project assets are held by Starfield directly,

The Company acquired its interest in the above U.S. proiects through its

acquisition of all of ™he sharcs of Wevoro Ine. FRevere™); e T @R tcpart..

corporation incorporated under the lawe- of- Canada, purenant t0 o nlan or

arrangement in October 2009.3

4
H

Trusice Repurt, paa, 7, Applicaduu KReuvud, Tab 3.
Trustee Report, para. 8, Application Record, Tab 3.
Trustee Report, para. 9, Application Record, Tab 3.

F~975
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7. Starfield Resources Inc. is the parent company and the primary direct or indirect

shareholder of the following entities:

(&) Ncvore Lic., (Udnada); -
(b) Sheffield Resources Ltd. (B.C.);
(©)  Aurora Platinum Exploration Inc. (B.C.);

(d)  Nevoro Copper Inc. (Nevada);

(e) Nevoro Montana Tne. (Mantana); and

(f)  Nevoro Nevada Inc, (Nevada).®

8. The Company has not initiated insolvency proceedings in the U.S. There is

presently no intention to commence insolvency proceedings in respect of the

T T 7T Compaary*s Caumdlinto .50 subsidtarics = The - ‘Cornpanry udvises  Tha v

substantially all administrative and Project-related costs are paid for by Starfield.’
Company Operations

9. Starfield operates from a 2,150 square foot leased office facility in Toronto,
Ontario. The Company also owns a semi~peimaiciit xploration camp on the
western shore of Ferguson Lake, Nunavut, capable of accommodating a team of

up to 65 persons. There is also a 830 meire gravel airstrip adjacent to the

Trustee Report, para. 10, Application Record, Tab 3.

7 Trustee Report, para, 11, Application Record, Tab 3.
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exploration camp, as well as several pieces of construction and exploration

equipment located on the camp site.”

During 2012, Starfield had two full-time salaried employees. However, both

individuals left the Company prior to January 1, 2013. In addition, the former

CEO and CFO each.Jefr the Company on Navember 30, 2011 and March 23.

2012, respectively. As at the date of filing the NOI, Starfield had four consultants
under contract, including the present CEO and the CFQ. All four consultants are

being paid in the ordinary course.’

Flow-Trough Share Structure

11,

12.

As is common among exploration and early stage resoutrce development

F-875

companies, Starfieid does not yet peneraie revenuey fronr uperaiions-aidkneles ogim: ~erw o

the equity markets to finance its activities. As the public company in the corporate
group, financing activities have historically been undertaken by the Company,
with the proceeds from such financings used to fund the activities of the Company
and iis subsidiaries. Since approximately January 2012, the equity markets have

effectively been closed 0 exploration and early stage development campanies. '

The Company’s three most recent equity financings have been through the

issuance of flow-through common shares. As at the date of the Trustee Report,

o m

10

Trustee Repuii, pasa, HrApphicaiion Record; Fab 8u = — e
Trustee Report, para. 15, Application Reeord, Tab 3.
“Trustee Report, para. 16, Application Record, Tab 3.
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Starfield had approximately 718 million issued and outstanding common shares,

of which approximately 229 million are flow-through common shares.!!

13. A flow-through sharc is a Canadiamtes-bascd financing incontive that ig.availeble —vemm vrviiiinns oo
to, among others, the mining sector for qualified projects located in Canada. Itis a
type of share issued by a corporation to an investor, pursuant to a subscription
agreement with the corporation, under which the issuing corporation_agrees.ts.
incur eligible Canadian exploration expenses (the “CEESs”) in an amount up to the
consideration paid by the investor for the shares in a particular year. The
corporation renounces to the laxpayer an amount in respect of the expenditures so
that the CEEs are considered to be the investor’s expenses for tax purposes. As a
result of the corporation renouncing the expenses, the investor can deduct the

expenses for tax purposes as if incurred directly.'?

14.  Subject to certain conditions, the CEEs qualify for the “look-back™ rule, which
allows a corporation to renounce the CEEs incurred within an entire calendar year
(“Year 1”) with the renunciation being effective for tax purposes in the preceding
calendar year (“Year 0”), the year the investor purchased the flow-through shares.

- Where a corporation has not expended-all-or part of the amounts it has rencunced
by the end of Year I, tho-eorporatien-must notify the-dnvesier of the shertfall
within two months after the end of Year 1, The investor is vulnerable to having
the deductions taken in calculating their Year O taxes being partially denied,

income taxes being reassessed and uny wnount owing becoming iinmediatedy-due -~ -~ - - -— —

"' Trustee Report, paru. 17, Application Record, Tab 3,

2 Trustee Reporr, para. 18. Annlication Record, “Tah 3.
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In an effort to protect investors from such adveres congequencac enherrintinn
agreements typically contain an indemmity in favour of the investor from the
issuing corporation. Furthermore, the corporation is also subject to penalties and
interest from Canada Revenue Agency (“CRA™) for the shortfall to compensate

CRA for accelerating the investor’s deduction by ope vear.

In 2010, Starfield raised gross proceeds of approximately $4.9 million from

investors through two private placements of flow-through common shares (the

“2010 Flow-Through Investors”), All of the proceeds were—raiscd for

exploration purposes and, therefore, the CEEs were renounced to investors in
2010, In February 2012, Starfield notified the 2010 Flow-Through Investors that
the Company’s expenditures in 2011 resulted in a shortfall of approximately
$269,000. As a result, the Company is subject to the provisions of the associated
flow-through subscription agreement which the Company estimates has resulted
in a contractual indemnity obligation to the 2010 Flow-Through Investors of
approximately $450,000. Starfield was also subject to penalties and interest from

CRA of approximately $60,000, although all these amounts were paid in 2012.1

In May 2011, Starfield raised gross proceeds of: appreximately £3,2 millian from

investers thrsugh the private plassment of flow through comunon..chares..(the.

“2011 Flow-Through Investors”™). All of the proceeds were raised for
exploration purposes and, therefore, the CEEs were renounced to investors in

2011. In December 2012, Starfield notified the 2011 Flow-T hrough Investors that

13
4

Trustee Report, para. 19, Application Record, Tab 3.
Trustee Report, para. 20, Application Record, Tab 3.

F-975
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the Company’s expenditures in 2012 resulted in a shortfall of approximately $2.9
million. As a result, the Company is subject to the provisions of the associated
flow-through subscription agreement which the Company estimates has resulted
in 2 contractual indemnity obligation to the 2011 Flow-Through Investors of
approximately $1.4 million. In addition, the Company is subject to penalties and

interest from CRA of approximately $320,000.3

In summary, the Company has potential liabilities relating 1o Starfield’s failure to

incur adequate CEEs in connection with the issuance of its flow-through shares of

approximately $320,000 to CRA, $450,000 to the 2010 Flow-Through Inventorsy . -

and 1.4 million to the 2011 Flow-Through Investors, as at the date of this First

Report. e

Historical Financial Results

18.

Below is a summary of the Company’s unaudited balance sheet as at November

30, 2012:

15
16

Trustee Report, para. 21, Application Record, Tab 3.
Trustee Report, para. 22, Application Recerd, Tab 3.

F-975
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Starfield Resources Inc,
Consolidated balance sheet asat Novembher 30, 2012
(in $o000s CAD)
ASSETS LIABILITIES AND SHAREHOLDER'S EQUITY
Current Assets Current Liabilitics
8 876 Accounts payable and accrued lHabilities § 748
" Accolintareceivabio - tous Intume fux payabie - - —zg—
Prepaid expenses and deposits 440 Total Current Linbilities § 777
Totul Current Assets $ 1,322
Shareholders’ Equity
Mineral properties ¥ 13,255 Share capltal 155,158
Equipment 186 Contributed surplus 15,196
- Warrants 2,772
Total Assets $ 15,403 Retained earnings (deficit) (158,499)
Total Shareholders' Equity $ 14,624

Total Liabilities and Shareholders' Equity

$ 15,401

19.

20.

The November 30, 2012 balance sheet reflects that the Company has an

accumulated retamned earnings delicit of approximately %158 million. ‘I'he notes
accompanying the Company’s November 30, 2012 financial statements state that
the Company’s operating budget indicates that {he cash on hand at November 30,
2012 will be depleted by April 2013 if the Company continues as a going concern
and does not obtain additional cash through financing and/or investing activities,
Furthermore, the November 30, 2012 balance sheet does not reflect the
Company’s obligations in connection with the May 2011 flow-through share

issuance, as detailed above. '8

As a result of the sustained losses and challenging financial markets, Starfield has

exhausted it liquidity and has no ability to raise additional equity, which

17
14

Trustee Report, para. 25, Application Record, Tab 3.
Trustee Report, para. 26, Application Record, Tab 3.
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10
historically has been the primary source of captul for (i Cuthpany, and ussqel, ——- -- - -
has-clceted o file a NOT and restructurc the Company.
Creditors

21, The Company does not have any secured creditors. All employee related amonnis
are cwrent, all required remittances of employee withholdings and HST have

e

been made when due, and the Company has no pension obligations whatsoever, 2

22, The Company estimates that it had total unsecured obligations of approximately
$2.3 million as at March 6, 2013 (inclusive of the contractual indemnity claims of

the 2010 Flow-Through Investors and the 2011 Flow-Through Investors). The

b H T T e el s T O LU Tt SRt SV NNONT NS T PUN
followmg tabic Suiilinarizes tho ALIOWLLY OWLLE LW WISCCUILO CiCQitois,

Starfield Resources Inc,
Estimated unsecured creditors asat March 6,2013

($000)

Trade payables $ 144
Accrued Nabilities 1,857
Taxes payable —_ 320

$ 2,321 |,

23.  Inaddition, the Company is a defendant in three litipation matters, as follows:

(a) a claim by Discovery 2010 Flow-Through Iimited Partnership seeking
damages in the amount of $114,569.00 plus interest and costs relating to

e wuiltatival  dswnily  wuiviptaied-hi—it 2010 -Dlow Taovgh- - - e — o

Investors sybeeription agresment; RSP

¥ Trustee Report, para. 27, Application Record, Tab 3.

Trustee Report, para. 29, Application Record, Tab 3.
Trugree Report, para. 30, Application Rocord, Tab 3.

a
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(b) a claim by Nicholson & Associates Narural Resource Development Inc,
for alleged non-payment of inyoices in the amount of $146,123.83 plus

interest and costs; and
()  aconfidential private arbitration relating to an historic joint venture,

Each of these litigation matters is ongoing and is subject to defences and
counterclaims asseriedyorio-be-asscrted by-Starfeld; Thoparkcs to-thece-matars - e --

have been served with the materials in support of the Company’s application.®?

COMPANY’S CASH-FLOWS FOR PERIOD ENDING MAY 3, 2013
e e e e S I O (VAL e LU

24. As ai March 8, 8045, Lo —Cupaty™r comsotidited —tath - hAlsace N m e e

approximately $524,000.%

25. Starfield, with the assistance of the Trustee, has prepared consolidated cash flow
projections of its receipts and disbursements for the 9-week period ending May 3,
2013 (the “Cash Flow Projection™). The consolidated cash flow projections

estimates that for the periad March R, 2013 to May 3, 2013, the_Company will,

have total receipts of approximately $57,000, total operating disbursements of
approximately $577,600 for net cash outflow of approximately $520,600. The
ending cash position as at May 3, 2013 is estimared to be $$3,400. The Cash Flow

Projection was filed with the Office of the Superintendent of Bankruptcy Canada

on March 8, 2013.%

# Trustee Report, para. 31, Application Record, Tab 3.

»  Trustee Report, para, 32, Application Record, Tab 3.

*  Trustee Report, para. 32, Application Record, Tab 3.
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As a result of its constrained liquidity position, the Campany has suspended its
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exploration and development activities at the Projects. The Cash Flow Forecast
assumes that the Company wiii contnue 1o fund normal course obligations
relating to the preservation eand maintenance of the Projects in Canada and the
U.B,, such a3 elaim maintcnance feos and other—required -maintenance oeots,

during these BIA proceedings. These costs were traditionally paid by Starfield

through its Canadian accounts, and paymest-cf thege -expenses going formerd aro. ..

necessary to preserve Starfield’s interests in these properties during the proposed

sales 1:)1'00@35-.25

As a resuli, based on the assumpiions made by Starfieid containcd in thenoics o

the Cash.Flow Prajection _Stavfield_should. have, sufficiens. fimds. to mesat _irs

current obligations through to May 3, 2013.2

PROPOSED SALES PROCESS

28.

29,

In June 2011, Starfield retained the services of Gryphon Partners Canada Inc. to
assist the Company with raising additional capital, finding an investor to acquire
control of the Company’s outstanding shares, or a sale of all or substantially all of

the Company’s assets, The Company did not receive any serious expressions of

interest through that process.?”

In November 2012, the Company retained PWC to assist and advise the Company

on strategic alternatives to maximize value of the Company and its assets,

a5
26

a7

Truslee Report, para. 33, Application Record, Tab 3.
Trustee Report, para. 34, Application Record, Tab 3.
Truslee Report, purn. 35, Application Record, Tab 3.

r == -
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including but not limited to a sale of all or a material portion of the assets of

Starfield. PwC, with the assistance of-Starfield’s mammgement, imdertook-a sale-
and investment solicitation process (“SISP™) in which it prepared an information
memoraudun detatling the-sateorinvestmentopportumity-and-canvassed-over 125——
potential buyers or investors beginning on November 20, 2012. Each prospect
received a copy of the information memorandum and was solicited to sign a

Confidentiality Agreement (“CA”) and conduct further due diligence. A total of

four confidentiality agreements were execttcd and two-mon-binding Jcuers of o imemre o

interest (“LOIs”) were received as at February 22, 2013. Neither of these LOIs

has resulted in a binding offer as at the date of the Trustee Report. 2

The Trustee has advised that it supports a brief continuation of the sale or
investment solicitation process in these BIA proceedings with the belief that it
will bring a sense of finality to the SISP and provide the highest.likelihnnd nf a
transaction or series of transactions to maximize value for the Company’s
stakeholders. The Trustee has proposed to aggressively re-market the Company’s

assets to third parties for an additional period of approximately 37 days as

LaNMaeoa . "N . Py o - Ll A T AT e d is 2 ddMi e al P danen e, .
—u & &UH"U&NUHJE de/? 3 CHAVE CHL QL LAVTIICU Qayas 1w

a o o LI -
LELY & AW DWLLILIDOILILE L) O

submission of a binding offer.*®

The proposed sales process (the “Sales Process™) would provide a further 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

Trustee Report, para. 36, Application Record, Tab 3.
Trustee Report, para. 37, Application Record, Tab 2.
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liquidation value is available. The Trustee has agreed to be fully involved in all
aspects of the proposed Sales Process to ensure that the marketing process is fair
and reasonable, and that pospeciivetnterested-partice-ave the ability wervaake ap- - -
offer for the Company and/or its assets. The proposed Sales Process contemplates

that the Company is not required to accept the highest, best or any offer

received.’®
32. The principal elements of the proposed Sales Process are as follows:

(a)  As soon as practical afier the Sales Process is approved by this Court, an
information memorandum will be sent to a list of potentially interested
parties by the Trustee, which list has been developed by the Trustee and

the Company,

(b) Once a confidentiality agreement has been signed by any interested
parties, they will receive access to an electronic data room to conduct
preliminary due diligence. The electronic data room is being refreshed by

the Company with assistance of the Trugtee.

(c) Afier preliminary due diligence has been conducted, interested parties are
required to submit non-binding LOIs to the Trustee by 12pm EST on April
12, 2013 (the “LOI Deadline™). A template agreement for a non-binding
LOI will be available in the Company’s electronic data room at least two

weeks prior to the LOI Deadline.

30

Trustee Report, para. 38, Application Record, Tab 3.
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The acceptability of any LOI received is to be determined by the

Company, in consultation with the Trustee.

If no satisfactory LOIs are received by the LOI Deadline, then the
Company, in consultation with the Trustee, will consider whether to
continue the Sales Process, and the Trustee will advise the Court

accordingly.

If satisfactory LOIs are received, a potential purchaser will be required 1o
submit a binding asset purchase agreement (“APA™) by 12PM EST on
April 19, 2013. These APAs will then be reviewed by the Trusice and the

Company.

Management and the Trustee will provide their recommendation to

T

Starheld’s bodrd of difectors Wwith respect 1o selectimg offers 1o
consummate a transaction, and the Trustee shall promptly notify all

successful bidders.

Once the terms and conditions of all recommended offers have been
finalized, such offers will be submitted to this Court for approval. Closing

of each transaction is antivipaied to oecur shertly thereafter.

33.  While the proposed time-frame is condensed, the Trustee is of the view that the

deadlines proposed in the Sales Process are reasonable given the Company’s

previous marketing efforts and its lack of liquidiry,®

Trusiew Reporty pura, 39, Applicution Rysord, Tab 3.
Trustee Report, pare. 40, Application Resord, Tab 3,
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The Trustee has agreed 1o report back to this Court if facts or circumstances
require the Company or the Trustee to re-evaluate the time periods or the Sales
Process based on facts or circumstances at that time. The Trustee will be assisted

hy PricewaterhouseCoapers Corporate Finance Group in the Sales Process.?

ADMINISTRATION CHARGE AND D&0O CHARGE

35,

36.

The Company proposes a charge in favour of its legal counsel, counsel to the
directors of Starfield, the Trustee and the Trustee’s legal counsel to assist in these
NOI proceedings (the “Insolvency Professionals™) in an amount not to exceed
$100,000, charging all of the assets of the Company as security for the
professional fees and disbursements incurred both before and afier the Filing Date
(the “Administrative Charge™), The Compény is current in the payment of the

Insolvency Professionals’ invoices and, subject to an accrual relating to the

preparation of the Company’s spplication and thic Firet Beport, thare org na. .

material amounts presently owing by the Company to the Insolvency

Professionals.3

Starfield was only able 1o provide the Insolvency Professionals with minimal

retainer fees for their services as the Company needs its available cash to-Bind jes

- T3 P N28/NAL., F-q7R

limited_npevatinos diring these nroceedings Depending upan_the timing of eagh .

receipts and disbursements, cash may not be available to pay ongoing professional

1
34

Trustee Report, para. 41, Application Record, Teb 3,
Trustee Report, para. 42, Application Record; Talss-
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fees on a timely basis and hence the reasen thc Administrative Charge is being

sought.*®

37.  The Company believes it is critical to the success of its restructuring to have such

a charge in place to ensure that its Insolvency Professionals are protected with

respect to theirfees.ond dishursemente 38 |

38, The Company further proposes a charge to indemnify its directors and officers by
way of a Directors’ and Officers’ Charge (the “D&O Charge™), for liabilities
incurred by the Company that result in post-filing claims against the directors and

officers in their personal capacities.’’

39.  The Company does maintain an insurance policy for its directors and officers and

the premiums for such policy have been paid monthly and paid in respect of the

current month.>®

40.  The amount of the D&O Charge is capped at $100,000 and was estimated by the
Company’s board of directors and its legal advisors by taking the provisions of
the insurance policy for its directors and officers. The D&O Charge is proposed to

rank immediately subsequent to the Administrative Charge as against all assets of

the Company. >

* " Trustes Report, para. 43, Application Recard, Tab 3.
16

_ . Trustee Report, para. 44, Application Record, Tah 3.
7 Trustez Report, para. 43, Application Record, Tab 3.

Trustee Report, para. 46, Application Record, Tab 3.

— ¥ Trustee Report, para. 47, Application Record, Tab 3.

J8
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The board of directors and its legal counsel are not aware of any material
direatorc’ and officere’ charges or potantial liabilities; hawever, far the prpnes of
a fling, they believe the $100,000 affords them some protection for issues that
may arise. The Company’s directors and officers shall only be entitled o the
benefit of the D&O Charge to the extent that they do not have coverage under any
directors’ and officers' insufance Poiicy; or w the exieni inai such coveruge is

insufficient to pay amounts indemnified.*’

Furthermore, due to the potential for personal liability, the directors and officers
of the Company have stated that they are unwilling to continue their services and
involvement in this restructuring without the protection of a small D&O Charge.
As the Company will require the participation of its directors and officers (o effect
a successful restructuring, the Trustee has advised that the D&O Charge is

required and reasonable in the circumstances *!

The Trustee has advised that the proposed Administrative Charge and the
proposed D&O Charge (together the “Court-Ordered Charges”) and rankings
are required and reasonsble in the circumstances of the BIA proceedings, in order
to preserve the Company’s operations and attempt to maintain an enterprise value
and, accordingly, supports the granting and the proposed priority ranking of the

Court-Ordered Charges. The Company does not have any secured creditors

(excluding any purchase money security interests, specific equipment lessors and-

statutery encumbrances) and, therefore, no secured creditor would be affected by

Trustee Report, para. 48, Application Record, Tab 3.
Trusteo Report, para. 49, Application Record, Tab 3,

F-975
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the proposed Couri-Crdered -Charges, Tarthcrmore,—al lmown -0rsditors-af dhe e e ...

Company, including the 2010 Flow-Through Investors and the 2011 Flow-

Through Investors, have received notice of these proceedings.42

PROPOSED RETENTION PAYMENTS

44,

45,

The Company believes that incentives are required to ensure that the consultants
Starfield currently has under contract, including the current CEO and the current
CFO, are willing to continue their services with the Company -in it3 cigrant

circumstances through to completion of the Sales Process.®

The Company, in conjunction with the Trustee, has formulated and is seeking this
Court’s approval of the Retention Payments to the Company’s four remaining
consultants (the “Key Employees”) in the aggregate amount of $25,000 per
month (the “Aggregate Monthly Amount™) payable on the 15" of each month in

respect of the current month, commencing March 15, 2013, on the following

terms:

(a) the Aggregate Monthly Amount is to be distributed among the Key
Employees in accordance with a memorandum of distribution to be
approved by the board of directors of the Company, the Trustee and the

Key Employees on or before the March 15, 2013;

44
43

Trustee Report, para. 50, Application Record, Tab 3.
Trustee Repotrt, para. 51, Application Record, Tab 3.
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(b) to be entitled to receive his or her share of each Aggregate Monthly
Amount a Key Employes must not have resigned or had his contract

terminated for cause prior to the applicable payment date; and

(c) Each Retention Payment is subject to the Company having sufficient
available cash to pay the Aggregate Monthly Amount, and the Retention
Payments shall cease upon the Company making or being deemed 10 have

made an assignment in bankruptcy.**

The Company believes that absent the approval of the Retentioii Payments 1n

F-875

favour of the Key Emhpioyees, they are lkely to seek other cinployTmenT
opportunities. The departure of any of the Key Employees would undermine
Starfield’s restructuring efforts and could have an adverse impact on the success

of the Company’s proposed Sales Process.*

Starfield’s Board of Directors have reviewed and approved the proposed

Retention Payments and the terms and conditions thereof. 6

Based on the foregoing, the Trustee has advised that the proposed Retention
Payments appear to be appropriate and reasonable in the circumstances, in order
lo preserve the Company’s operations and maintain some enterprise value and,
accordingly, supporls the Company’s request for approval of the Retention

Payments.*’

4
a5
16
47

Trustee Report, para. 52, Application Record, Tab 3.

Trustee Report, para. 53, Applicalion Record, Tab 3.
Trustee Report, para. 54, Application Record, Tab 3.
Trustee Report, para. 55, Application Record, Tab 3.
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COMPANY’S REQUEST FOR AN EXTENSION

49,

50.

51.

The Company is seeking an extension to April 26, 2013 of the time to file a
proposal to permit ‘it and theé Trustee 1o undertake the Sale Frocess described
above. This represents a 20-day extension 1o the initial 30-day stay provided for in

the BIA.%

The Trustee hag advieed that it eunnarte tha Cammnane’a ranneet for an evtencin
Al whwd ¥ Ll wt GAANGL Ak u»l.ltlvl.w il vv.c.lrmo‘, 1~ ‘V‘-l‘."l-l" Al A AALL WA LWAALIAVAL

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)  iris the Trostee’s view that an extension will not prejudice or adversely

affect any group of creditors;

(¢)  the Cash Flow Projection indicates that Starfield should have sufficient

liquidity to continue to fund operations through the period ending April

26, 2013; and

(d) at least 30 days will be required to establish whether there is any serious

interest in acquiring the Company and/or its assets.’®

While it is too early to say whether a viable proposal will be presented by the
Company to its creditors, the Trustee has advised that the early request of the

extension is appropriate given the circumstances, as it minimizes costs incurred in

49

Trusies Report, para, 56, Application Record, Tab 3.
Trustee Report, para. 57, Appiltation iKecord, 1ab 3.

1

F-975
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re-attending before this Court prior to April 7. 2013 solely for the purposes of
seeking a short extension of the siay until the LOIs have been received and
reviewed. Given that these LOIs are not due until April 12, 2012 (and the
extension will have to be sought prior to that date), the current extension request
more properly reflects the timeframe by which the Trustee will be able to provide

a meaningful update to this Court on the progress of the Sales Process.*

NOTICE OF THIS APPLICATION

52.

53.

Application materials for this application were served on, among others: (a) all
unsecured trade creditors; (b) all unsecured equity claimants: and (¢) various

government entities, including federal and Nunavut taxing authorities.
PART III - JSSUES

The issues on this application are as follows:

(a) Should this Court approve the Sales Process?

(b) Should this Court grant a priority Administrative Charge and D&O

Charge?

(c) Should this Court approve the Retention Payments?

(d) Should this Court extend the time within which a proposal must be filed

with the Official Receiver under section 62(1) of the BIA?

50

Trustee Report, para. 58, Application Record, Tab 3.

F-975
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PART IV - LAW AND ARGUMENT

COURT SHOULD APPROVE THE SALES PROCESS

Section 65.13 of the BIA provides stamutory jurisdiction for the sale of the

Company’s assets outside of the ordinary course of businessrficamtemeaia -

NOI:

65.13(1) Aninsolvent person in respect of whom a notice of
intention is filed under section 50.4 or a proposal is filed under
subsection 62(1) may not sell or otherwise dispose of assets
outside the ordinary course of business unless quthorized 1o do so
by a court. Despite any requirement Jor shareholder approval,
including one under federal or provincial law, the court may
authorize the sale or disposition even if shareholder approval was
not obtained,

L]

65.13(4) In deciding whether to grant the authorization, the court
is 10 consider, among other things,

(a) whether the process leading to the proposed sale or disposition
was reasonable in the circumstances,

(b) whether the trustee approved the process leading ro the
proposed sale or disposition;

F-875

() whetlc: the irasvoefiled with the cuard w v EaTRting that s
their opinion the sale or disposition would be more beneficial 1o
the creditors than a sale or disposition under a bankruprey;

(d) the extent 10 which the credirors were consulted;

(e) the efffects of the propcsed sale or disposition on the creditors
and the other interesied portiss; and ..

() whether the consideration to be received for the assets is
reasonable and fair, taking into account their marker value.”"

The Company is under no statutory obligation to obtain Court approval of the
Sales Process or 1o notify its creditors, who are all unsecured, of its intention to
continue the SISP that it had undertaken prior 1o filing the NOI. However, the

Company is seeking this Court’s approval of the Sales Process in good faith to

31

BTA, 5. 65,13,
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ensure that this Court, and the Company’s creditors, are made aware of the

proposed marketing process at an early stape.

56, The Company respectfully submits that the Sales Process will providea—further
means for testing the market to determine whether there is potemtial for a
transaction that ‘would results i realizations grearer Than liquidavion under a

VooV
[B/URE WY ul.n.\.;y v

57.  The Trustee supports the Sales Process and has agreed to participate in all aspects
of the Sales Process to ensure that it is both fair and reasonable. The Sales Process
does not require that the Company accept the highest, best or any offer received
and this Court will retain its jurisdiction to approve any proposed sale under 65.13
of the BIA.

B. COURT SHOULD GRANT THE ADMINISTRATIVE CHARGE AND THE
D&O CHARGE

The Administrative Charge

58, Starfield is seeking a first priority Administrative Charge in the maximum amount
of $100,000 to secure the reasonable fees and disbursements of the intended
beneficiaries for services rendered to the Company in connestion vwith thece. NQL..—.

proceedings.

59.  Section 64.2 of the BIA provides statutory.jurisdiction tn erant an administeatino. U

charge and to grant super-priority status to such charge and states as follows:

64.2(1) On notice to the secured creditors who are likely 1o be
affected by the security or charge, the court may make an order
declaring that all or part of the property of a person in respect of
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whom a notice of intention is filed under secrion 50.4 or a proposal
is filed under subsection 62(1) is subject 1o a securityor charge, in
an amount that#he ceurt.considers.opprapriate,.in resnecs.of 1ha. ..
Jees and expenses of

(a) the trustee, including the fees and expenses of any financial,
legal or orher experts engaged by the trustee in the performance of
the trustee’s duties,

(b) any financial, legal or other experts engaged by the person for
the purpose of proceedings under this Division; and

(c) any financial, legal or other experts engaged by any other
interested person if the court is satisfied that the security or charge
is necessary for the effective participation of that person in
proccedings wnder this Division,

64.2(2) The court may order 1hat the security or charge rank in
priority over the claim of any secured creditor of the person.”

[--.]

prescnt mattor, the Company respectfully submits that the proposed

Administrative Charge in favour of the Insolvency Professionals is supported by

the following factors:

()

(b)

(c)

the Company operates a business' whick ~inpndes mutiinle mineral

F-875

properties/projects in remote locations;

the proposed beneficiaries will” providé —essential Tinancial and [egal
services throughout these NOI proceedings and the continued participation

of cach of the Insolvency Professionals is critical to the success of the

Company’s regtriemiting;, ..

the Administrative Charge is necessary to ensure that the proposed

beneficiaries’ fees and disbursements are protected; and

L
(B}

BIA, 5. 642,
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the quantum of the proposed Administrative Charge is reflective of the

complexity of Starfield’s business and is both fair snd wasnualde inthe

circumstances nf.these NOT proceedings, . ... ... .

The D&O Charge

61.

Starfield is seeldng to indemnify its directors and officers for obligations and

liabilities that they may incur as directors or officers of the Company from and

after the filing of the NOI by granting a second prioriy-D &0 -Chargez-over the— -

Property in their favour in the maximum amount of $100,000. It is proposed that

the D&OQ charge rank immediately behind the Administrative Charge,

Section 64.1 of the BIA expressly provides for the granting of directors’ and

officers’ charge on a priority basis:

64.1(1) On application by a person in respect of whem a notice of

intention is filed under section'50.4 or u propusal is filed under
subsecrion 62(1) and on notice to the secured creditors who are
likely 1o be affected by the security or charge, a court may make an
order declaring that all or part of the propertv of the Dperson is
subject to a security or charge — in an amount that the cour
considers appropriate — infavour of any directoror officer of the
person to indemnify the director or officer against obligations and
liabilities thar they may incur as a director or officer after the
Siling of the notice of intention or the proposal, as the case may be.

64.1(2) The court may order that the security or charge rank in
priority over the claim of any secured creditor of the person.

64.1(3) The courr may not make the order if in its opinion the
person could obtain adequare indemnification insurance Jor the
direcror or officer at a reasonable cost.

64.1(4) The court shall make an order decliFiRg rhar 1he securiry
or charge does not apply in respect of a specific obligation or
liability incurred by a director or officer if in its opinion the
obligation or liability was incurred as a result of the director’s or

F-875
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officer's gross negligence or wilful misconduct or, in Quebec, the

F-975

- . T . - 3 : o ¥ .‘-
direétor’s or officer's gross or intentional failr,

In the present marter, the_Campany daes_rvsintain_an insurance policy_for its .

directors and officers. Accordingly, the draft Initial Order provides that the
directors and officers shall only be entitled to the benefit of the D&O Charge to
the extent that they do not have coverage under any directors’ and officers’
insurance policy, or to the extent that such coverage is insufficient to pay amounts
indemnified under the current policy. In Re Timminco Ltd,** the Ontario Superior
Court of Justice adopted a similar approach in its application of the equivalent
provision in the Companies’ Creditors Arrangement Act, R.58.C., ¢—C-36, as
amended (“CCAA™),*® and approved the limited D&O charge 4n favour of the

directors and officers.

Section 11.51 of the CCAA is substantially similar to section 64.1 of the BIA and
the Company submits that the Jurisprudence under the CCAA provision should be

applicable in interpreting section 64,1 of the BIA,

In Re Canwest Global Communications Corp., Pepall 1. considered the purposes

behind section 11.51 of the CCAA and stated:

“The purpose of such a charge is to keep the directors and officers
in place during the restructuring by providing them with proteciion
against liabilities they could incur during the restructuring: Re
General Publishing Co. [(2003), 39 CBR (4"’) 216)]. Retaining the
current directors and officers of the applicants would avoid

53
51

55

56

BIA, s.64.1,

Re. Timmineo Ltd., 2012 ONSC 106 st piarme 33-36 (O, S.C\JT,
Authorities Book, Tab 1.

CCAA s 11.51.

Re Kitchener Frame Limited, 2012 ONSC 234 at paras 45
List Authorities Book, Tab 2.

[[Cemm, Lixt]), Commarcial List —.

~47 (Onr. 8.C.J. [Comui, List]), Comumecial-—
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destabilization and would assist in the restructuring, The proposed
charge would enable the applicants to keep the experienced board
of directors supported by experienced senior management. The
proposed Monitor believes thar the charge 15 required and 1s
reasonable in the circumstances and also observes that it will not

coverullof the directory® andufficers’-Habilities in the worstj;:we
scenario. In all of the circumstances, I approved the request.”

66. In the present matter, the Company submits thot the D2O charoe chould he

granted on the following basis:

(a)  the Company’s directors and officers have advised that, due to the
potential for personal liability, they are unwilling to continue their services

and involvement in the restructuring without the protection of the D&O

Charge;

(b)  the continued involvement of the current directors and officers is eritical

to a successful restructuring of the Company:;

(©) the Company does not have any secured creditors who are entitled to

notice of the proposed D&O Charge or who’s security may be affected by
the charge. Nonetheless, the Company has exceeded the minimuym

requirements of section 64.1(1) and has notified all of its creditors of the
return date of this application and has provided each of them with copies

of its application record;

() the board of dircetors-and its legal counscl have advised that they are not-
awarc of any material directors’ and officers’ potential liabilities;

however, given the potential for personal liability in the context of these

Re Canwest Global Communications Corp., (2009), 59 CBR (5™ 72 at para 48 (Ont. 8.C.J. [Comm.
List]), Commercial List Authorities Book, Tab 3,

37
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NOI proceedings, the amount of the proposed D&O Charge is reasonabls;

and

(¢)  the Trustee has advised that it is supportive of the D&Q charge and the

amount thereunder.

For these reasons, it is submitted that this Honourable Court should grant the

D&O Charge.
THE COURT SHOULD APPROVE THE RETENTION PAYMENTS

The Company seeks an order approving the Retention Payments offered by
Starfield 1o its remaining Key Employees as an incentive for them to remain with
the Company through the restructuring process. The Company is proposing
Retention Payments in the agpregate amount of $25,000 per month payable on the

15" of each month.

There is no express statutory jurisdiction under either the BIA or the CCAA for
the Court to approve the Retention Payments. However, employee retention
payments are frequently approved in CCAA proceedings where the continued
involvement of key employees is deemed to be critical 10 a successful
restructuring. Some of the factors that a Court will consider when determining

whether to approve an employee retention plan were set out in Re Grant Forest

Products Ine., and include:

(a) whether the Monitor supports the employee retention plan;
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(®)

(c)

(d)

(e
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whether the key employees who are subject of the employee retention plan

are likely to pursue other employment opportunities;

whether the employees are truly “key employees” whose continued

participation in the Company is crucial to the restructuring;

whether the quantum of the proposed retention payments is reasonable;

and

the business judgment of the board of directors regarding the necessity of

the retention payments.*®

70, The Company submits that a restructuring under section 50.4 of the BIA is

substantially similar to a restructuring under the CCAA and that the above

referenced principles should be applied by this Honourable Court when

considering the Reendon Payments, ThHe Company furniier subrols Jd Vi

Retention Payments should be approved based on the following factors:

(@)

(b)

the Trustee has advised that it is supportive of the Retention Payments;

absent this Court’s approval of the Retention Payments, the Key
Employees will have no incentive to remain with the Company through
the restructuring process and are therefore likely to seek other employment

opportunities;

*  Re Grant Forest Products, 57 CR.R. (™) 128, at paras 8-18 (Ont. S.C.J. [Comm. List]), Commercial
List Authorities Book, Tab 4.
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(c) the participation of the Key Employees, which include the Company’s
CEO and CFO, are true key employees whose continued participation is

critical to a successful restructuring;;

(d)  the aggrepate maximum amount under the Retention Payments of $25,000
per month is reasonable considering the relative experience of the Key

Employees and their familiarity with Starfield’s assets and-ovcrall

business; and

(e) the Company’s board of directors has determined that the Retention
Payments are necessary and the Court should grant considerable deference
to their business judgment.

THE COURT SHOULD EXTEND THE TIME WETIIN. WHIOH A- -

PROPOSAL MUST BE FILED

The Company filed its NOI on March 7, 2013 and is seeking to extend the time

within which a proposal must be filed with the Official Receiver beyond the 30

day period provided for in section 50.4(8) of the BIA. TheCampany is seeléug ta

extend the period to April 26, 2013 to permit it and the Trustee to undertake the

Sales Process.

The Court has Aoty 1o graat ie TEQUESIEY GAIENSI0N Unael soction 50.400) of
the BIA, which states:

30.4(9) The insolvent person may, Before the expiry of the 30-day

F~875

period referred.ro_in subsection (). v LY, CRREFSI T ETaiEn.
under this subsection, apply to the court Jor an extension, or
Jurther extension, as the case may be, of that period, and the court,
on notice to any interested persons that the court may direct, may
grant the exiensions, nol exceeding 45 days for any individual
extension and pot exceeding in the aggregate five months after the
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expiry of the 30-day periad referved ta in subsectinn (&), if satistied
on each application that

(@) the insolvent person has seted, and is acting, in good faith and
with due diligence,

(b) the insolvent person would likely be able ro make a viable
proposal if the extension being applied for were granted; and

(¢) no credtior would be materlally prefudiced If the exienston——--" -
being applied for were granted’

The Company respectfully submits that it has met the above referenced criteria on

the following basis:

(8)  the Company has acted, and is continuing to act, in good faith and with

F-975

due diligence in pursuing the Sales Process in consultatinn with the

Trustee in an attempt to maximize value for all stakeholders;

(b) it is too early to determine whether or not the Company will be in a
position to make a viable proposal to creditors; however, under the Sales
Process LOIs are not due until April 12, 2013, approximately 5 days after
the expiration of the period within which the Company must file a
proposal. Accordingly, the Company is seeking the requested extension to
allow the Trustee sufficient time to evaluate any potential offers that it
may receive under the Sales Process and to provide the Court with a

meaningful update with regards to the, nrogress under the Sales Process:

(c) the Company’s creditors will not be prejudiced by the requested extenston,
which will pravide the Company with additional time to pursue the Sales

Process for the benefit of all creditors. The Company has advised all of its

59

BIA, 5. 50.4(9).
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known creditors of the return date of this application and has provided

each with copies of its application record;

(d)  the Company has sufficient cash-flow to continne to fund operations

through the period ending April 26, 2013; and
(¢)  the Trustee has advised that it is supportive of the requested cxtension.
PART YV - ORDER REQUESTED

74.  The Company therefore requests an Order substantially in the form of the draft

order antached at Tab 1A of the Company’s application record.

ALL OF WHICH IS RESPECTFULLY SUBMITTED this 15™ day of March, 2013

gém WWW 0/ZMAM/7/V‘

Fasken Martineau DuMoulin LLP

Lawyers for Starfield Resources Inc.
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SCHEDULE %“A»
LIST OF AUTHORITIES

1. Re Timminco Lrd., 2012 ONSC 106 (Ont. 8.C.J. [Comm. List))
2. Re Kifchener Frame Limited, 2012 ONSC 234 (Ont. 8.C.J. [Comm, List))

3. Re Canwest Global Communications Corp., (2009), 59 CBR. (5") 72 (Ont. S.C.J.
[Comm. List])

4. Re Grant Forest Products, 57 CB.R. (5") 128, (Ont. $.C.J. [Comm. List])
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SCHEDULE “B”
RELEVANT STATUTES

Bankruptcy and Insolvency Act, R.S.C. 1985, ¢, B-3

50.4 Notice of intention

(1) Before filing a copy of a proposal with a licensed trustee, an insolvent person may file
a notice of intention, in the prescribed form, with the official receiver in the insolvent
person’s locality, stating

(a) the insolvent person’s intention to make a proposal,

F-975

(b) the name and address of e Heensed wrusiee who has consemed; i writing;
acl aa the trustes wirder the propesal, amds =+« -0 = .— - -

(c) the names of the crediiors withclaims amounting o two-hundred and fifty
dollars or more and the amounts of their claims as known or shown by the debtor’s
books,

and attaching thereto a copy of the consent referred 1o in paragraph (b).

[:e:]
Where assignment deemed to have been made

(8) Where an insolvent person fails to comply with subsection (2), or where the trustee
fails to file a proposal with the official receiver under subsection 62€1)-within a period of
thirty days after the day the notice of intention was filed under subsection (1), or within
any extension of that period granted under subsettiormrSy;—— -

(a) the insolvent person is, on the expiration of that period or that extension, as the
case may be, deemed to have thereupon made an assignment;

(b) the trustee shall, without delay, file with the official receiver, in the prescribed
form, a report of the deemed assignment;

(1) the official reeciver shal isaue o certiSento of ahxprnmment, in-tho progaribod
form, which has the same effect for the purposes of this Act as an assignment filed under
section 49; and

(c) the trustee shall, within five days after the day the certificate mentioned in
paragraph (b) is issued, send notice of the meeting of creditors under section 102, at
which meeting e vrediivrs way Ly widinay tesvluiion, notwithsianding sceton 14,
affirm the appointment of the trustee or appoint another licensed trustee in lieu of that
trustee.

Extension of time for filing proposal
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(9) The insolvent person may, before the expiry of the 30-day period referred to in
subsection (8) or of any extension granted under this subsection, apply to the court for an
extension, or further extension, as the case may be, of that period, and the court, on notice
to any interested persons that the court may direct, .may orant. the_extensiaus,. nat. .

exceeding 45 days for any individual extension and-mot-owcesding-in the-agprepats. five ... .

months after the expiry of the 30-day period referred to in subsection (8), if satisfied on
each application that

(a) the msolvent person has acleq, and is actng, in ood [mwr anu wiun uue
diligence;

(b) the insolvent person would likely be able to make a viable proposal if the
extension being applied for were granted; and

() no creditor would be materially prejudiced if the extension being applied for
were granted.

[:+]
62 Filing of proposal

(1) If a proposal is made in respect of an insolvent person, the trustee shall file with the
official receiver a copy of the proposal and the prescribed statement of affairs.

(]

64.1 Security or charge relating to director’s indemnitication

(1) On application by & person in respect of whom a notice of intention is filed under
section 50.4 or a proposal is filed under subsection 62(1) and on notice to the secured
creditors who are likely to be affected by the security or charge, a court may make an
order declaring that all or part of the property of the person is subject to a security or
charge — in an amount that the court considers appropriate -— in favour of any director
or officer of the person to indemnify the directar or officer against obligations and
liabilities that they may incur as a direstar or officer after the filinp of the notice of
intention or the proposal, as the case may be.

Priority

(2) The court may order that the security or charge rank in priority over the claim of any
secured creditor of the person,

Restriction - indemnification insurance
(R Iheneus mav.nnhmeke, the order ifin its oninion the nerson could ohtain adeauate

Negligence, misconduct or fault

L
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.. (4) The court shall make an order declaring that the security or charge does not apply in
respect of a specific obligation or liability incired by a director or othicer it 1n 118 op1non
the obligation or liahility was incurred as a result of the_director’s or officer’s gToss
negligence or wilful misconduet or, in Quebec, the director’s or officer’s gross or
intentional fault.

64.2 Court may ordcr a seaurityerehkarsa o e i

(1) On notice to the sccured croditors-who- re-likely 1o bo affasted by the. pesurity or. ..
charge, the court may make an order declaring that all or part of the property of a person

in respect of whom a notice of intention is filed under section 50.4 or a proposal is filed
under subsection 62(1) is subject to a security or charge, in an amount that the court — ..
considers appropriate, in respect of the fees and expenses of

(a) the trustee, including the fees and expenses of any financial, legal or other
experts engaged by the trustae in the rerformance of the tristee’s duties:

(b) any financial, legal or other experts engaged by the person for the purpose of
proceedings under this Division; and

(¢) any financial, legal or other experts engaged by any other interested person if
the court is satisfied that the security or charge is necessary for the effective participation
of that person in proceedings under this Divisiown. :

Priority

(2) The court may order that the security or charge rank in priority over the claim of any
secured creditor of the person.

[l.l]
65.13 Restriction on disposition of assets

(1) An insolvent person in respect of whom & noticeof intention 45 filed under scetisn
50.4 or a proposal is filed under subsection 62(1) may not sell or otherwise dispose of
assets outside the ordinary course of business unless authorized to do so by a court.
Despite any requirement for sharcholder approval, including one under federal or
provincial law, the court may authorize the sale or disposition even if shareholder
approval was not obtained.

Individuals

(2) In the case of an individual who is carrying on a business, the court may authorize the
sale or disposition only if the assets were acquired for or used in relation to the business.

Notice to secured creditors
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(3) An insolvent person who applies to the court for an authorization shall give notice of
the application to the secured crediturs who are likely to be affected by the proposed sale---
or disposition,

Factors to be considered

(4) In deciding whether to grant the authorization, the court is to consider, among other
things,

(a) whether the process leading to the proposed sale or disposition was reasonable
in the circumstances;

(b) whether the wustee approved the provess leuding iv e propuscd sale o
disposition;

(c) whether the trustee filed with the court a report stating that in thsir apinion.the. ...
sale or disposition would be more beneficial to the creditors than a sale or disposition
under a bankruptey;

(d) the extent to which the creditors were consulted;

() the.=ffecte of the proposed eals. or dienasition.on.the.areditnrs .and. ather.....
interested parties; and

() whether the consideration to be received for the assets is reasonable and fair,
taking into account their market value.

[--]
Companies’ Creditors Arrangement Act, R.S.C., ¢, C-36
11.51 Security or charge relating to director’s indemnification

(1) On application by a debtor company and on notice to the secured creditors who are
likely to be affected by the security or charge, the court niy iake arorder declaring that
all or part of the pronerty of the company is subject to a security or charge — in an
amount that the court considers appropriate — in favour of any director or officer of the
company to indemnify the director or officer against obligations and Jiabilities that they
may incur as a director or officer of the company after the commencement of proceedings
under this Act.

ITvormy

(2) The court may order that the security or charge rank in priority over the claim of any
secured creditor of the company.

Restriction - indemnification insurance
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(3) The court may not make the order if in its opinion the company ¢conld obtain adequate
indemnification insurance for the director or officer at a reasonable cost.

Negligence, misconduet or fault

(4) The court shall make an order declaring that the security or charge does not apply in
respect of a specific obligation or liability incurred-byerdireviormrofesrifin ity wpinion -
the obligation or liability was incurred as a result of the director’s or officer’s gross
negligence or wilful miseondust or, in Quebec,the director’s or officer’s LrOss or
intentional fault.

F-878
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