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Attention Larry Ellis

Phone: 416.869.5406
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AND TO:;

Davis LLP
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PO Box 367, 100 King St W
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Auention; Davis Foulds / Laura Bisset
Phone: 416,941,5392 / 416.941.5400

Fax: 416.777.7414 / 416.777.7432
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Counsel to Nicholson & Associates Natural Resource Development Inc.
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Attention: John O’Sullivan
Phone: 416.252.5555
Email: jos@johnosullivanlaw.com
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Suite 3400, P.O. Box 36
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Attention: Diane Winters

Phone: 416.973.3172

Fax: 416.973.0810

Email: diane winters@justice.ge.ca

Counsel 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,ca -

Counsel to Ministry of Finance Ontario
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AND TO:

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

Attention: Payroll Remittance

AND TO:

Nunavut Water Board
P,O.Box 119
Goja Haven, NU XO0B 110

Attention: Ms, Phyllis Beaulicu
Phone: 1.867.360.6338
Fax: 1.867.360.6369

AND TO:

Industry Canada District Office
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:

SGS Canada Inc,

185 Concessjon 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
North Vancouver, B.C. V7K 1R3

AND TO:

Matthew Mason
1930 Nelson Avenue
West Vancouver, B.C.. VIV 2P4 _

AND TO:

Alan Grantham
C/0 380 Bedford Hjwy
Halifax, NS B3M 214

AND TO:

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

1 Adelaide Street West, 29th Floor

Toronto, ON M5C 2V9

AND TO:

CMP 2010 Resource Limited Partnership

c/o Goodman & Company Inyestment Counsel
1 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 274

AND TO:

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

AND TO:

Edward Kirk
57 Edward Laurier Dr,,
Halifax, NS B3M 2C6

AND TO:

Greg Van Stavern
46 Pheasant Lane
Etobicoke, ON M9YA 1T4

H&JD TO:

Tlewsord Winialk
304-70 Montclair Avenue
Toronto, ON MS5P 1P7

AND TO:

Tloward Winick
304-60 Montclair Avenue
Toronto, ON MS5P 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:

John R. Craig
5885'Spring Garden ikoad, 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.,
Teronto, ON M5V 3W9

AND TO:

Kodje M. Zarkpo

70 Mile House

P.O. Box 68

Mile House, B.C. VOK 2K0

AND TO:

Maple, 1 eaf Qhart Duratinn 20010 FT 1LP

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

AND TO:

Maple Leaf Short Duration 2011 Flow Through LP
P.O. Box 10357, Suite §08

609 Ganville Street

Vancouver, B.C. V7Y 1G5

AND TO:

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

AND TO:

Matrix Explore 2011 - IFT LP

Suite 2200, 130 King 3i., West  +© w=v 0 ceeme

Toronto, ON M5X 1E3

AND TO:

Michael Botetzayas
310 McGarrell Dr,
London, ON N6G 5E9
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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 M3J2T2

AND TO:

Mineral Fields 2011 - I 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 M3J2T2

AND TO:

Mineral Fields 2011 V Super Flow Through LP
1110 Finch Ave. W,.Suirs 210
Toronto, ON M3J 27z -

AND TO:

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

AND TO:

Pathway Mining 2011 Super Flow Through LP
1110 Finch Ave. W,, Suite 210
Toronto, ON M3J] 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

e

Torom, oM y-2%56

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. V58 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 TO:

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

ANL T0:

Sheldon Inmventash
Suite 2500, 130 King St., West
Toronto, ON M5X 1A9

AND TO:

Stone 2010 Flow Through L.P,
Suite 710, 36 Toronto Street
Toronto, ON M5C 2C35

AND TO:

Stone 2010 WCP Flow Through LP
Suite 710, 36 Toronto Street
Toronto, ON M5C 2C5

AND TO:

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

ONTARIO
SUPEIUOR COURT OF JUSTESE - - - o - oo e,
[COMMERCIAL LIST]

IN THE MATTER OF THE BANKRUPTCY AND INSOLVENCY ACT )
R.8.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 OF THE APPLICANT
(returnable March 15, 2013)

PART I - INTRODUCTION

Starfield Resources Inc (“Starfield” or the “Company”) filed a Notice of
Intention to Make a Proposal (“NOI”) unider scction 50.4 (1) of the Bankruptay
and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the “BIA”) on March 7,

2013, PricewaterhouseCoopers Inc. (“PwC™) was named as proposal trustee in

connection with the NO! {the “Trustac™).

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, pursuani to,

inreralia_sections 50 4(9)_A4 1 and 64 2_afthe RIA:

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

) granting a priority Administrative Charge and D&Q Charpe (as these

terma ave dafoed halaw):
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(c)  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 1o April 26, 2013
PART II - THE FACTS!

BACKGROUND

Corporate History and Structure

3. Starfield is a Canadian-hased 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

4, Starfield was incorporated on April 22, 1994 vnder the Rusiness (lorporations Act
(Alberta). The Company amended its articles on October 6, 1994 to change the
Company’s name to Starfield Communicatiens. Gyoup-Ino. The-articles yware. .
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

Capitalized 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.

N
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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.’

Lh

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)  anickel-copper-cobalt-PGE project in WMantana, USA.
(©) a coppet-silver project in California, USA; and

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

border.*

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

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

acquisition of all of the sharcy of Wevoro Inu. (“Efevure™); W LGe TR el 0 ks
cotporation incorporated under the lawe- of- Canzda, purenant t0 o plan ar ...

arrangement in October 2009.7

Trusice Ropure, peua, 7, Applivaduuy Kowwd, Tab 3. _— i
Trustee Report, para, 8, Application Record, Tab 3.
Trustee Report, para. 9, Application Record, Tab 3.

4
8
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7. Starfield Resources Inc. is the parent company and the primary direct or indirect

shareholder of the following entities:

(a) Ncvore Linc. (Udnada); -
(b) Sheffield Resources Ltd. (B.C.);
(¢)  Aurora Platinym Exploration Inc. (B.C.);

(@  Nevoro Copper Inc. (Nevada);

(¢)  Nevoro Montana Tne._(Mantana); and

(H  Nevoro Nevada Inc, (Nevada).b

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 CompasTyts Canmdlanm W50 subsidrerics s The - ‘Cuiapeary udvrses  Thu o~

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 semipeimaieiit ¢xplotation camp on the
western shore of Ferguson Lake, Nunavut, capable of accommodating a team of

up to 65 persons. There is also a 830 metre pravel airstrip adjacent to the

*  Trustes Report, para. 10, Applicetion 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

CEQ and CFO each_Jefi_rhe._ Company .on_Navemhber 30. 2011 and March 23. .

2012, vespectively. 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 resource development

companies, Starfieid does not yei generaie revenuty-fronrupendidons-aid-reles v

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 its subsidiaries. Since approximarely January 2012, the equity markets have

effectively been closed to exploration and early stage develapment 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,

—

1]

Trustee Repuii, pasa. MrApphicason Record; Fab 9= — e
Trustee Report, para. 15, Application Record, Tab 3.
Trustee Report, para. 16, Application Record, Tab 3.

F-975
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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 Canadiantex-bascd Snancing incentive that fa-availeble —vvmi—vrvrin
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.tn.
incur eligible Canadian exploration expenses (the “CEEs”) in an amount up to the
consideration paid by the investor for the shares in a particular year. The
corporation renounces to the taxpayer an amount in respect of the expenditures so
that the CEEs are considered 1o 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 }; the-earporaticn-must notify the dnvester of the.chertfol!
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 wny amount owing besoming inunediavely-due; -~ -+~ -~ - —

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

2" Trustee Reporr, para. JR. Annlication Record, Tah 3.
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In an effort to protect investors from such advercs congequencee enherrintion
agreements typically contain an indemnity in favour of the investor fom 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 one 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
$969,000. 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 amownts were paid in 2012,

In May 2011, Starfield raised gross proceeds of appreximately 92,2 millian from

investors thrsugh the private plasement of flaw through common..chares..(the.

a4 r'l
“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-g75

Crmmuc. e ve
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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 a 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.!

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

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

approximately $320,000 to CRA, $450,000 to the 2010 Flow-Through Inmvegtorsy o -v-

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

Report. 16

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, Tah 3.
Trustee Report, para. 22, Application Record, Tab 3.

F-875
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9
Starfield Resources Inc,
Consolidated balance sheet asat Novembher 30, 2012
(in $oo00s CAD)
ASSETS LIABILITIES AND SHAREHOLDER'S EQUITY
Current Assets Current Liabilitics
$ 876 Accounts payable and accrued Habilitles § 748
"~ Accolints receivapin - uo ' Incume rax payabie - - —g—
Prepaid expenses and deposits 420 Total Current Linbilities § 77
Totul Current Assels $ 1,3zz
Shareholders’ Equity
Mineral properties 4 13,895 Share capltal- 155,158
Equipment 186 Contributed surplus 15,196
- Warrants 2,772
Total Assets § 15,401 Retained earnings (deficil) (158,499)
Total Shareholders' Equity $ 14,624

Total Liabilities and Shareholders' Equity

$ 15,401
e ——

19.

20.

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

accumulated retained earnings deiicit of approximately’ $15% milion, ‘The notes
accompanying the Company’s November 30, 2012 financial statements state that
the Company’s operating budget indicates that the 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.'®

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

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

17
18

Trusiee 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 vaphai fuor (i Company, aud ussock, -—- —- - m

h lnq.a-n.-l 4o B1a o RINT o d maarmomtesns tha e sn
ASCICTICQ 15 TLC & WU ana Testucture the Company.
Creditors

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

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

: : AT T T s LT g u gt U BTSN T DU
fOHOWlﬂg table suiiinarizes o ALLUWLLY UWLLE WO WISl Cioitois,

Starfield Resources Inc.
Bstimated unsecured creditors as at March 6,2013

($000)

Trade payables $ 144
Accrued labilities 1,857
Taxes payable 320

5 2,321 |,

23, In addition, the Company is a defendant in three litipation matters, as follows:

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

WY voiiasiual  Lndsuuily  waiviwptated it “20L0--DoweTaough - - -~ e =

Investors subseription aorsement: TP

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

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

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

interest and costs; and
(c) a confidential private arbitration relating to an historic joint venture,

Each of these litigation matters is ongoing and is subject to defences and
cousvterelaims assorted;ordo-be asserted by-Starfeld; Tho pamics-1o-these matars -« o - -

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

COMPANY’S CASH-FLOWS FOR PERIOD ENDING MAY 3.2013

24, As at Marchi 8, “2015, ilc—Cumpmanyms sorsobed ~Cash - HAlREoE - WaE m—. cenre

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-wesk period ending May 3,
2013 (the “Cash Flow Projection™), The consolidated cash flow projections

estimates that for the periad March 8, 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 estimated to be $$3,400. The Cash Flow

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

_ on March 8, 2013.%

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

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

- *  Trustee Report, parn. 32, Application Record, Tab 3.
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As a result of its constrained liquidity position, the Corpany has suspended its

03:14pm  From~Fasken Martineau DuMulin LLP 416 364 7813 T-413  P.021/051  F-475

exploration and development activities at the Projects. The Cash Flow Forecast
assumes that the Company wili contnue 1o fund novmal course obligations
relating to the preservation and maintenance of the Projects in Canada and the
U.8,, such a3 elaim maintcnance fees and othor—required -maintenance oents,

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

through its Canadian accounts, and paymest-sf thege expenses going forsard v« —.

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

5
sales 1:~roofass.2

As a result, based on the assumpiions made by Starfield conizined in thenoics o

the Cash.Flow Prajection,_Stavfield. should. have. sufficiens. finds. in meat _irs

current obligations through to May 3, 2013.%

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 t0 maximize value of the Company and its assets,

Truslee Repor, para, 33, Application Record, Tab 3.
Trostee Report, para. 34, Application Record, Tab 3.
Truslee Report, pura. 35, Application Record, Tab 3.

rw  m———— e me—
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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 maimgement, wmndertook-a sate—

and investment solicitation process (*SISP”) in which it prepared an information
memorandum detailiug thesateorinvestment-opportunity and-canvassed-over 12—
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 confidemtiality agreements were execuicd and two-non-binding Jowers -ofc e memee

interest (“L.OIs”) 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.?®

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.likalihnnd of 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

avea e ol L_ .
&

] [Py P, U - 14 Fl Javen ey
LY & 3324 SWMIILIDDIWITE U

L LA F'S | PN RN 5 LPL DN | v
€ HUHTUIHGILE %2 @i anl alaliohce ;1 Qay s 107

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

4]

Trustee Report, para. 36, Application Record, Tab 3.
Trustee Report, para. 37, Application Record, Tab 2.



Ml =ie=19 u3i I apm From=rasken mMartineauy UuMulin LLP 416 364 7813 T-413 P.023/051__F-075

14

liquidation value is available. The Trustee has agreed 1o be fully involved in all
aspects of the proposed Sales Process to ensure that the marketing process is fair
and reasonable, and that p ospeciive-tntercsted-partics hrave the aoility tevaale ane e -
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)  Onee 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 Trustee.

(c) After preliminary due diligence has been conducted, interested parties are
required to submit non-binding LOTs to the Trustee by 12pm EST on April
12, 2013 (the “LOI Deadline”). A template agreement for a non-binding
LOT 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 Trusiee and ths

Company.

Management and the Trustee will provide their recommendation 10

e I

Startield’s bodfd of directors 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 occur 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 liquiclily.32

Trusiee Reporl, pura, 39, Applicition Rysord, Tab 3.
Trustiee Report, pare. 40, Application Reansred, Tah 3,

[T
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34.  The Trustee has agreed to report back to this Court if facts or circumstances
require the Company or the Trustee to te-evaluate the time periods or the Sales
Process based on facts or circumstances at that time. The Trustee will be assisted

hy PricewaterhnuseCoapers Corporate Finance Group in the Sales Process.
ADMINISTRATION CHARGE AND D&OQ CHARGE

35.  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 after the Filing Date
(the “Administrative Charge™). The Compa;ny is current in the payment of the
Insolvency Professionals’ invoices and, subject to an accrnal relating to the
proparation of the Company’s application and thie Firct Report, thare nre mo. . . ..
material amounts presently owing by the Company to the Insolvency

Professionals.3*

36.  Starfield was only able to provide the Insolvency Professionals with minimal

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

limited_npetatinos dring these procredings Depending upon_the timing of cash.

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

Trustee Report, para. 41, Application Record, Tal 3.

¥ Trusiee Report, para. 42, Application Record; a3
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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 theirfeesand dishursemente 38 L

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. 3

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 Ck‘:mpany.:'}9

% Trustes Report, para. 43, Application Record, Tab 3.
36

_ . Trustee Report, para. 44, Application Record, Tab 3.
7 Trustee Report, para. 45, Application Record, Tab 3.
% Trustee Report, para. 46, Application Record, Tab 3.
2 ¥ Trustee Report, para. 47, Application Record, Tab 3.
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The board of directors and its legal counsel are not aware of any material
direstorc’ and officere’ chargor or potential lishilities; hawever far the purpnes ~f
a filing, they believe the $100,000 affords them some protection for issues that
may arise, The Company’s directors and officers shall only be entitled to the
benefit of the D&O Charge 1o the extent that they do not have coverage under any
directors’ and officers' insufarice policy; or 1o 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 «[fect
a successful restructuring, the Trustee has advised that the D&O Charpe 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 reasonable in the circumstances of the BIA proceedings, in order
1o 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-

statutory 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 Couii-Crdercd -Charges, Farthcrmore;—all lnews -0re itz g the v e .o,

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

Through Investors, have received notice of these proceedings.

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
CFQ, are willing to continue their services with the Company - its cayrent

circumstances through to completion of the Sales Process.*

The Company, in conjunction with the Trustee, has formulated and is seeki ng 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, Tah 3.
Trustee Repotrt, para. 51, Application Record, Tab 3.

- vaom
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(b)  to be entitled to receive his or her share of each Aggregate Monthly
Amount a Key Employee must not have resigned or had his contract

terminated for cause prior to the applicable payment date; and

(¢)  Each Retention Payment is subject to the Company having sufficient
available cash to pay the Aggregate Monthly Amaunt, and the Retentian
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 Kétentioi Fayments 1n

F-975

favour of the Key Empioyees, they are lkely to seek other cmnploymen
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, %

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

Payments.*’

44
45
16
47

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

Trustee Report, para. 53, Application Record, Tab 3.
Trostee 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 the Trustee 1o underiake the Sale Frocess described”
above. This represents a 20-day extension to the initial 30-day stay provided for in

the BIA.%®

The Trustee has advised that it sup

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;

) it is the Trustee’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 Jeast 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 eatly request of the

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

48
49

“Trusies Report, para, 56, Application Record, Tab 3.
Trustee Report, para. 57, Appiltation Kecord, rab s.

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 stay 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 - ISSUES

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 businesstrtirecomantof-as - -

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 authorized to do so
by a court. Despite any requirement for shareholder approval,
including one under federal or provincial law, the court may
authorize the sale or disposition even if shareholder approval was
not obtained,

[]

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

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

(b) whether the trustee approved the process leading 1o the
proposed sale or disposition;

(1.-) whetlc: the h‘rmm:ﬁlud with i cuwr d w spur EaTRYing (ot

F-975

their opinion the sale or disposition would be more beneficial 10
the creditors than a sale or disposition under a bankruptcy;

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

(e) the effects of the propcsed sale or Gispositicn on the creditors
and the other interested pewtiss; gud ..

() whether the consideration to be received for the assets is
reasonable and fair, taking into account their market 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 underiaken prior to filing the NOIL However, the

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

§1

BIA, s, 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 provide-a—further
means for testing the market to determine whether there is potential for a
transaction that ‘would resultS il realizations greater than liquidation under a

L B PSSR S,
Latiing uyu.._y .

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 conmestion with thace. NQL....

proceedings.

59. Section 64.2 of the BIA provides statutory jurisdictinn to grant_an adwiristestiop, ..o

—_—

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

64.2(1) On notice o the secured creditors who are likely ro be
ajfected 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 norice of intention is filed under secrion 50.4 or a proposal
is filed under subsection 62(1) is subject 10 a securityor chorge, in
an amount that 4he ceurt.considers.oppropriate,.in resnecr.of 1ha. .
Jees and expenses of

(a) the trustee, including the fees and expenses of any financial,
legal or other 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 thar the security or charge
is necessary for the effecrive participation of that person in
procecdings undar this Divisicn.

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

[---]

60. In the presont mattcr, the Company rospeotfully submits thot the propoged
Adminisirative Charge in favour of the Insolvency Professionals is supported by

the following factors:

(2) the Company operates a business’ which -inphndes muiiiple mineral

propetties/projects in remote locations;

(b)  the proposed beneficiaries will” pravidé ~essential Tmancial and legal
services throughour these NOI proceedings and the continued participation
of cach of the Insolvency Professionals is critical to the success of the

Company’s regtrieniring, . .

(©) the Administrative Charge is necessary to ensure that the proposed

beneficiaries’ fees and disbursements are protected; and

2 BIA, 8. 64.2.
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(d) the quantum of the proposed Administrative Charge is reflective of the

complexity of Starfield’s business and is both fairsnd wastumble inthe

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

The D&O Charge

61.

Starfield is seeking 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 pricrieD&0 Lharge over-the— -

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

the D&O 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 whom a netice af-
intention is filed under section 56.4 or u propusui is filed under
subsection 62(1) and on notice 1o 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 propertv of the person is
subject 10 a security or charge — in an amount that the court
considers appropriate — infavour of any director-or officer of the
person to indemnify the director or officer against obligations and
liabilities that they may incur as a director or officer after the
filing of the norice 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 aver the claim of any secured creditor of the person.

64.1(3) The court may not make the order if in its opinion the
person could obtain adequare indemnification insurance for the
director or officer ar a reasonable cost.

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

F=g(3
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officer's gross negligence or wilful misconduet or, i Quebec, the

F-975

. : o .. , Sow S8
direétor’s or officer's gross or intentional fauir,

In the present matter, the_Caompany does_ruaintain 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 1o 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.8.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 J. 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

5
54

58

S6

BIA, 5. 64.1.

Re. Timminco Ltd., 2012 ONSC 106 at parne 33-36 (Omi, §.Q\T
Authorities Booal, Tab 1.

CCAA s 11,51,

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

- [Comm. Liet]), Commarcial Lizt —.

~47 (Onr. 8.C.J. [Comin, $:ist]), Coumie ciat—
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destabilizarion 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 that the charge 15 required and 1s
reasonable in the circumstances and also observes that it will not
coverullof the directors® andufficers’-labilities tn the worst ease

scenario. In all of the circumstances, I approved the request. ™’

66.  In the present matter, the Company submits that ths DO charma chould he

granted on the following basis:

(@) 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 critical

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 minimum

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;

(d) the beard of directors-and its legal counscl have adviscd that they are neot-
aware 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), 39 CBR (5%) 72 at para 48 (Ont. $.C.J. {Comm.
List]), Commercial List Authoritics Baok, Tab 3,

37
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NOI proceedings, the amount of the proposed D&Q Charge is reasonable;

and

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

amount thereunder.

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

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

The Company seeks an order approving the Retention Payments offered by
Starfield to 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 aggregate 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 1o 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 1o 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 Inc., and include:

(a) whether the Monitor supports the employee retention plan;
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(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 Reteniion Tayments, The Company further submmlys ml Ve

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 Cowrt’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;

34

Re Grant Forest Products, 57 CR.R. (5™ 128, at paras 8-18 (Ont. 8.C.J. [Comm. List]), Commercial

List Authorities Book, Tab 4.
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(©) the participation of the Key Employees, which include the Company’s
CEOQ and CFO, are true key employees whose continued participation is

critical to a successful restructuring;

(d)  the aggregate 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--oveiall

business; and

(¢)  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 WATIIIN. WEICI 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 Recsiver beyond the 30

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

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

Sales Process.

h R I NS R, Ay SURE. B B P e L T e Y. U 4 2 2 S
The COUI"[ Zl:l auul.uuty w Ela.l.ll s J.CLIHCDLC\J CALGLISILLL WLIMGL DL LiUL] HAWT ) VL

the BIA, which states:

F-975

30.4(8) The insolvent person may, before the expiry of the 30-day
period referved ro_in subsecrian (. i of Gy, exiension graited,
under this subsection, apply to the court for an extewsion, or
Sfurther extension, as the case may be, of that period, and the court,
on notice 1o any interested persons that the court may direct, may
grant the extensions, nol exceeding 45 days Jor any individual
extension and not exceeding in the aggregate five months after the
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expiry of the 30-day period referved fa in subsectinn (8), if satisfied
on each application that

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

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

(¢) no credtior would be maertally prefudiced If the extenston——: -~
being applied for were granted.

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

the following basis:

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

due diligence in pursuing the Sales Process in consultation with the

F-975

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 progress under the Sales Process:

(c) the Company’s creditors will not be prejudiced b y the requested extension,
which will provide 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, s. 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 V - ORDER REQULSTED

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

order attached at Tab 1A of the Company’s application record,

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

géy] WWM d/%//nM/W

Fasken Martinean DuMoulin I LP W

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 Kitchener 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.1.
[Comm. List])

4, Re Grant Forest Products, 57 C.B.R. (5™) 128, (Ont. 8.C.J. [Comm. List])
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SCHEDULE “B”
RELEVANT STATUTES

Bankruptcy and Insolvency Act, R.S.C. 1985, ¢, B-3
S0.4 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

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

(b) the name and address of (e Heehsed trusiee who has comsemmod; i WITing, o
avl ag v tuustes wirder the pmpcaul, GaTde e e e e - -— - -

(¢) the names of the crediors withclaims amounting to twe-huadred 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 to in paragraph (b).

[l .l]
Where assignment deemed to have been made

(8) Where an insolvent person fails to comply with subsection (2), or where the trustee
fails 1o file a proposal with the official receiver under subseetion 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 subsettomSy;——== -+

(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;

(b=1) the official recciver shall isaue o certifiente of ahdpnment, intho prosazibod
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 vrodiivrs way Ly uidinmy 1esuluiion, notwitnstainding scotion 14,
affirm the appointment of the wustee or appoint another licensed trustee in lieu of that
trustee.

Extension of time for filing proposal
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(5) The insolvent person may, before the expiry of the 30-day period referred 1o 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_extensions,.not, .

exceeding 45 days for any individual extension and-net-oxeesding-in the-agprapats five v wor oo
months afier the expiry of the 30-day period referred to in subsection (8), if satisfied on

each application that

(a) the insolvent person has acleq, and is actng, in good g ang wiw wue T e
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 wustee shall file with the
official receiver a copy of the proposal and the prescribed statement of affairs.

[on]

64.1 Security or charge relating to director’s indemnitication

(1) On application by 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) 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 director or officer against obligations and
liabilities that they may incur as a dirastar or officer afier the filing 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 crediior of the person.

Restriction - indemnification insurance

(RIhefous mav.onkmake, the order if in its aninion the nerson could obtain adeauate

Ay bbbt FL 0D

Negligence, misconduct or fault
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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 incinTed by a director or otficer 11 1n 1ts opmion
the obligarion or liahility was incurred as a result of the. director’s or officer’s gross
negligence or wilful misconduct or, in Quebec, the director’s or officer’s gross or
intentional fault.

64.2  Court may ordc: a scsuriyoreharsa v ve ceen

(1) On notice 1o the sccured croditers-whe-ore-dikely to be affasied by-the. sesnrity 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 & proposal is filed

under subsection 62(1) is subject to a security or charge, in an amount that the sourt .— ..
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 trustee in the nerformance nf the tmastee’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 nroceedings 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 a noticeof intention s filed under scetion
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 shareholder 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 natice of

the application to {he secured crediturs whe are likely to be affocted by the proposed sale---

or disposition,
Factors to be considered

(4) In deciding whether to grant the authorization, the court is to cousider, among other
thinps,

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

(b) whether the trustee approved e process leuding iv die propuscd sals 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;

(e) tha. effacte of the proposed egle. or dienasition..on.the.creditnrs .and. ather... ..

interested parties; and

(f) 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 nuay make arrorder declaring that
all or part of the property of the company is subject to a security or charge — in an
arnount that the court considers appropriate — in favour of any director or officer of the
comnpany to indemnify the director or officer against obligations and liabilities that they
may incur as a director or officer of the company after the commencement of proceedings
under this Act.

oy

(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

F-975

L N
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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, misconduct or faunlt

(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-brysdirectororoiecrifin ity wpinion--
the obligation or liability was incurred as a result of the director’s or officer’s gross
negligence or wilful miseonduet or, in Quebec,the directoris or officer’s gross or
intentional fault,
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