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INTRODUCTION AND PURPOSE

I This report (“Eleventh Report™) has been prepared by FTI Consulting Canada Inc.

in its capacity as the court-appointed Monitor (the “Monitor”) of Canadian Dehua

International Mines Group Inc. (“CDI” or the “Company”) by an order of the

Supreme Court of British Columbia (the “Court”) pronounced June 3, 2022 (the

“Imitial Order”) pursuant to the Companies’ Creditors Arrangement Act, R.S.C.
1985 c.36, as amended (the “CCAA”).

2. As detailed in the First Report:

(a)

(b)

(©)

(d)

(e)

ii.

1ii.

1v.

CDI was incorporated in British Columbia on December 29, 2004;

The Company is owned 50% by Mr. Naishun Liu (“Mr. Liu™) and 50% by
his spouse, Mrs. Qubo Liu (“Mrs. Liu™);

Mr. Liu is the sole director and officer of the Company;

The Company currently owns 100% of the shares of two mining projects
and a drilling company, namely Wapiti Coking Coal Mines Corporation
(“Wapiti”’), Canadian Bullmoose Mines (“CBM™) and Canada Dehua
Drilling Ltd. (“CDD”);

CDI has a partial ownership interest in the following companies:
Canadian Kailuan Dehua Mines Co., Ltd. (“CKD”);

Canadian Dehua Lvliang Corp. (“CDLV™) which holds a 40%
interest in HD Mining International Ltd. (“HD Mining”);

Vancouver Island Iron Ore Corporation (“VIIO”); and

An interest in a mining project referred to as Iron Ross.
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10.

On April 6, 2022, China Shougang International Trade & Engineering Corporation
(“Shougang International”) filed a petition for a bankruptcy order against CDI
(the “Bankruptcy Application”).

In response to the Bankruptcy Application, on June 3, 2022, CDI sought and
obtained a stay of proceedings pursuant to the provisions of the CCAA.

On June 9, 2022, CDI was granted an Amended and Restated Initial Order (the
“ARIO”) which included an extension of its stay of proceedings to August 19,
2022, as well as approving a Debtor-in-possession loan facility (the “DIP Loan”)

in an amount not to exceed $350,000.

The ARIO also granted a charge for the DIP Loan (the “DIP Lender’s Charge™)

against the assets of the Company subordinate only to the Administration Charge.

On June 28, 2022, the Company sought and obtained the approval of a claims
process (the “Claims Process Order”) which set a claims bar date of August 15,

2022.

On August 18, 2022, the Company sought and obtained an order approving a Sales

and Investment Solicitation Process (the “SISP Order™).

In addition, on August 18, 2022, the Company was granted a Second Amended and
Restated Initial Order (the “SARIO™) which included an extension of its stay of
proceedings to December 1, 2022, in addition to increasing the approved amount

of the DIP Loan and DIP Lender’s Charge to $820,000.

On November 30, 2022, the Company was granted a Third Amended and Restated
Initial Order (the “TARIO”) which included an extension of its stay of proceedings
to March 17, 2023, in addition to increasing the approved amount of the DIP Loan

and DIP Lender’s Charge to $1,090,000.
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12.

13.

14.

15

16.

17.

18.

On November 30, 2022, the Company was also granted a Modified Sales and
Investment Solicitation Process (the “Modifed SISP Order”). The Modified SISP
Order expanded the company’s sale process by including its shares of the

Bullmoose Project and its shares of the Murray River Project.

On March 9, 2023, the Company was granted a Fourth Amended and Restated
Initial Order (the “Fourth ARIO”) which included an extension of its stay of
proceedings to June 23, 2023.

On June 15, 2023, the Company was granted a Fifth Amended and Restated Initial
Order (the “Fifth ARIO”) which included an extension of its stay of proceedings
to September 15, 2023, in addition to increasing the amount of the approved DIP
Loan and DIP Lender’s Charge to $1,390,000.

On September 11, 2023, the Company was granted a Sixth Amended and Restated
Initial Order (the “Sixth ARIO”) which included an extension of its stay of
proceedings to November 17, 2023.

On November 14, 2023, the Company sought and was granted an extension of its

stay of proceedings to December 8, 2023.

On December 5, 2023, the Company sought and was granted an extension of its

stay of proceedings to January 19, 2024.

On January 17, 2024, the Company sought and was granted an extension of its stay
of proceedings to March 19, 2024 in addition to an increase in the amount of the

approved DIP Loan and DIP Lender’s Charge to $1,680,000.

The purpose of the Eleventh Report of the Monitor is to provide this Honourable

Court with an update on the following:

(a) The status of the Company’s sales and investment solicitation process;
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(b)  The Company’s actual cash receipts and disbursements as compared to a
forecast prepared by the Company and attached as Appendix C to the
Monitor’s Ninth Report;

(c) The Company’s cash flow forecast for the period of the extension of the

stay of proceedings being sought by the Company; and

(d) The Monitor’s views on the relief being sought by the Company with
respect to its CCAA proceedings.

The reports of the Monitor and other information in respect of these proceedings are posted

on the Monitor’s website at http://cfcanada.fticonsulting.com/canadiandehuainternational

TERMS OF REFERENCE

19.

20.

21

22.

23.

In preparing this report, the Monitor has relied upon unaudited financial
information, other information available to the Monitor and, where appropriate, the
Company’s books and records and discussions with various parties (collectively,

the “Information™).

The Monitor has not audited, reviewed or otherwise attempted to verify the
accuracy or completeness of the Information in a manner that would comply with
Generally Accepted Assurance Standards pursuant to the Chartered Professional

Accountants of Canada Handbook.

The Monitor has not examined or reviewed financial forecasts and projections
referred to in this report in a manner that would comply with the procedures

described in the Chartered Professional Accountants of Canada Handbook.

Future oriented financial information reported or relied on in preparing this report
is based on assumptions regarding future events; actual results may vary from

forecast and such variations may be material.

Unless otherwise stated, all monetary amounts contained herein are expressed in

Canadian Dollars.
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THE STATUS OF THE AMENDED SISP

The Potential Purchaser

24,

23,

26.

27.

28.

29.

As indicated in the Tenth Report, on January 29, 2024 a call with the Chairman of
the Board of the Potential Purchaser (the “Chairman™) was set up with
representatives of the Company and a mandarin speaking representative of the

Monitor.

The Chairman confirmed that he had been advised of CDI’s insolvency proceeding
and confirmed the Potential Purchaser’s interest in acquiring both of the Wapiti and

Murray River mining projects.

The Chairman advised that due to the size of the capital commitment that is required
subsequent to either acquisition in order to get the mining projects to commercial

production, it was seeking to partner with a Hong Kong based company.

The Chairman noted that its proposed Hong Kong based partner was intending to
seek a resolution of its board to pursue the partnership with the Potential Purchaser,
however due to the Chinese New Year holiday that meeting was not scheduled to

take place until March 2024.

As at the date of this report, the Monitor is unaware of any further developments
with respect to the Potential Purchaser or the outcome of its proposed partnership

with the Hong Kong based company.

The Chairman also confirmed his understanding that the Company was not
committed to the Potential Purchaser and that CDI was holding discussions with

other parties.
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The HD Mining Potential Purchaser

30.

31

32

34.

As indicated in the Tenth Report, another potential purchaser has emerged with
respect to CDI’s indirect interest in HD Mining International Limited (“HD
Mining”) (owner of the Murray River mining project). The potential purchaser (the
“HD Mining Potential Purchaser”) is also a China based company and interested

in acquiring all of the shares of HD Mining.

HD Mining is 55% owned by Huiyong Holdings (BC) Ltd. (“Huiyong™), 40%
owned by CDLV (which is 51% owned by CDI) and 5% owned by Staray Capital
Limited (a Hong Kong based company).

The Monitor has received a certified English translated copy of an Equity Transfer
Framework Agreement (the “Framework™) which was prepared by in-house legal
counsel for Huiyong’s parent company in Beijing. The Framework was signed in
China on February 28, 2024 by the HD Mining Potential Purchaser, Huiyong and
CDLYV.

The Framework outlines the proposed terms of an agreement to be negotiated as

between the HD Mining Potential Purchaser, Huiyong and CDLV.

The significant terms of the Framework are as follows:
(a) CDLYV would receive US$220 million for its 40% interest in HD Mining;

(b) The definitive agreements would be negotiated with the support of

Canadian legal counsel;

(c) Closing of the transaction would occur within three months from the date

of the Framework; and

(d) Within 16 business days from the date of finalizing the Framework
(expected to be no later than March 26, 2024), the HD Mining Purchaser
would provide a deposit of RMB40 million (approximate $7.5 million) to

an account designated by CDLV.
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33,

36.

37,

38.

39

40.

41.

If consummated, this would equate to an allocation to CDI of approximately

US$112 million prior to any income taxes payable.

Accordingly, the closing of this transaction could substantively address CDI’s

liquidity issue and form the basis of a plan of arrangement to its creditors.

Although the Monitor has not seen any documentation regarding CDLV’s deposit,
the Monitor has been advised that CDI’s portion of the deposit (approximately
RMB20 million) is intended to be held by Beijing Shuailing Trading Co., Ltd.
(“BSTC”).

The Monitor understands that BSTC is owned and controlled by two
shareholders; Fushun Liu (Naishun Liu’s younger brother) and Yunmao Liu
(Qubo Liu’s younger brother). Fushun Liu is the legal representative entitled to

sign agreements on behalf of BSTC.

The Monitor has advised the Company that it would expect to be provided with a
copy of a formal trust agreement as between CDI and BTSC prior to the receipt of

the deposit.

The Monitor notes that the Framework is subject to confidentiality as terms are
still being worked out as between the HD Mining Purchaser and Staray Capital
Limited.

Accordingly, the Monitor has not attached a copy of the translated Framework to
this report. However, should this Honourable Court wish to review a copy the

Monitor would be pleased to provide one in a sealed supplemental report.
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PROJECTED CASH FLOW

42.  The following summarizes the actual receipts and disbursements of the Company

since the commencement of these proceedings to March 10, 2024:

Cash Flow Variance Analysis

For Ninety-three week period ending March 10, 2024 Variance
(CAD thousands) Actual Forecast
Receipts
Other 1 1 -
Total Receipts 1 1 -
Disbursements
Licence Fees 203 226 (23)
Automobile Expenses 7 7 -
Bank Charges 0 1 0)
Supplies 0 0 -
Telephone and Communication - - -
Travelling Expenses 2 4 2)
Taxes - - -
Interest Expenses - - -
Wages and Benefits 60 60 -
Due Diligence Expenses 12 62 (50)
Professional fees 900 1,124 (224)
Total Disbursements 1,184 1,483 (299)
Net Change in Cash (1,184) (1,483) 299
DIP Financing / (Repayments) 1,184 1,640 (456)
Opening Cash 5 2 3
Ending Cash ) 1 157 § (157)
43.  The variances noted are the result of comparing the actual receipts and

disbursements against the Company’s forecast that was attached to the Ninth Report

of the Monitor (the “January Forecast™).

44.  The Monitor notes that the positive variances to the January Forecast are primarily
timing differences that are expected to reverse during the Stay Extension Period.
The Monitor notes that Mrs. Liu has been in Hong Kong for most of the past two
months and accordingly has not been able to transfer funds into the CDI account in

order to make payments.

ﬁF‘Ti
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45.  As aresult of the positive variances, the Company has only drawn $1,184,291 of
funding against an approved DIP Loan of $1,680,000.

46.  Asat March 10, 2024, the Company held cash of approximately $1,000.

47.  The Monitor notes that professional fees in the aggregate amount of approximately
$180,000 are currently outstanding. The Monitor has spoken with Mrs. Liu about
bringing the professional fees current which she has agreed to prioritize.

48.  Accordingly, the Administration Charge is expected to continue to be adequate.

49.  Attached as Appendix A to this report is a cash flow statement prepared by the
Company that extends to April 14, 2024.

50.  The cash flow assumes the stay of proceedings being sought by the Company to
April 19, 2024 (the “Stay Extension Period™), is approved by this Honourable
Court.

51; The cash flow statement indicates that the current amount of the approved DIP Loan
1s adequate for the Stay Extension Period and accordingly no additional funding is
required.

THE CLAIMS PROCESS

52.  The Monitor has been advised by the Company’s counsel that no further work has
been expended on the resolution of claims.

53.  The Company’s counsel has indicated that it does not intend to until a definitive
agreement of purchase and sale has been entered into for either of the Wapiti shares
or HD Mining shares held by CDI.

54.  The Monitor is of the view that this is prudent given the limited financial resources

i

of the Company.
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THE LETTER FROM WEST MOBERLY FIRST NATIONS

55

56.

57.

58.

59.

Attached as Appendix B, is a copy of a letter forwarded to the Monitor by Chief
Roland Willson of the West Moberly First Nations (“WMFN").

The letter indicates that WMFN would oppose any development of the Wapiti

project or CDI’s other coal assets.

The Monitor notes that the letter does not request a response. The letter was

forwarded by the Monitor to the Company’s legal counsel.

The Monitor is advised by the Company and its legal counsel that they do not agree
with the assertions made in the letter and they will deal with it at the time a

definitive agreement of purchase and sale is achieved.

The Monitor has also been provided with copies of correspondence from other First

Nations supporting CDI’s projects.
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THE MONITOR’S VIEWS ON THE RELIEF BEING SOUGHT

60.

61.

62.

63.

64.

65.

66.

The Monitor understands that the Company is seeking to extend the stay of
proceedings to April 19, 2024.

Absent an extension, the stay of proceedings would expire on March 19, 2024.

The Monitor has considered the tests that the Court must be satisfied with in order

to grant an extension of the stay of proceedings to the Company, namely that:

(a) The Company must be acting in good faith and with due diligence; and

(b) The Company satisfy the Court that circumstances exist that make the order

appropriate.

The Monitor is of the view that the Company is acting in good faith and with due

diligence.

As noted in previous reports of the Monitor, the Monitor is of the view that the only
path to a recovery by the Company’s unsecured creditors is through the sale of one

or more of CDI’s assets.

The Company’s shareholder is providing the funding necessary for the restructuring
proceedings on very favourable terms which in the Monitor’s view stands as a
testament to the shareholder’s belief that a transaction will be consummated to

underwrite a plan of arrangement to the Company’s creditors.

The Monitor advises that although the Company wanted to seek a longer stay
extension, it agreed to a shorter one to allow the Monitor to verify the receipt of the
deposit from the HD Mining Purchaser, at which time the Monitor believes a longer
extension would be warranted to negotiate a binding agreement of purchase and

sale.

Page 12 of 13

ﬁ?—'?’é



67.  Accordingly, the Monitor supports the Company’s request for an extension of the

stay of proceedings to April 19, 2024,

All of which is respectfully submitted this 14" day of March, 2024.

~4

FTI Consulting Canada Inc.,
in its capacity as Monitor of Canadian Dehua
International Mines Group Inc.

U e

Name: Craig Munro
Title: Managing Director,
FTI Consulting Canada Inc.
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Canadian Dehua International Mines Group Inc.
Cash Flow Statement
For the 98-week period ending April 14, 2024

{(CAD thousands)

[ Week1to Week94 Week95  Week96  Week 97 Week 98
| Week 93 Forecast  Forecast  Forecast Forecast  Forecast
Week Ending Notes | Actual 17-Mar 24-Mar 31-Mar 7-Apr 14-Apr Total

Receipts
Other [1 s 1§ - % - 8 - 8 - § - 8 1
Total Receipts 1 - £ = E S 1
Disbursements
Licence Fees [2] (203) - - - - - (203)
Automobile Expenses [3] () - - - - 5 )
Bank Charges ) - - - - - 1)
Travelling Expenses [4] 2) - - - & = 2)
Wages and Benefits [5] (60) - - - - - (60)
Due Diligence Expenses 6] (12) - - - - - (12)
Professional Fees 171 (900) (180) - - (40) - (1,119)
Total Disbursements (1,184) (180) = = (40) 2 (1,404)
Net Change in Cash (1,184) (180) - - (40) - (1,403)
DIP Financing / (Repayments) 171 1,184 180 - - 40 - 1,404
Opening Cash [8] - 1 1 1 1 1 -
Ending Cash S 1 § 1 § 1 § 1 8 1 8 1§ 1

Qubo Liu, Chief Financial Officer
Canadian Dehua Intenational Mines Group Inc.

Notes:

Management has prepared this Cash Flow Statement solely for the purposes of determining the liquidity requirements of the Company during the CCAA
The Cash Flow Statement is based on the probable and hypothetical assumptions detailed below. Actual results will likely vary from performance
projected and such variations may be material.

8]
121
Bl
[4]
[5]

[6]
171

8]
9

Canadian Dehua International Mines Group Inc. ("CDI" or the "Company") is not expected to have any operating revenue during the CCAA Proceedings.
Licence Fees relate to the renewal of nine mining licenses related to the Bullmoose Project

Automobile Expenses relate to car insurance for CDI's automobiles

Travelling Expenses relate to August 2022 and 2023 annual site visit to Wapiti Project to collect environmental assessment data.

‘Wages and Benefits relate to the two CDI employees' monthly salaries, benefits and taxes. The employees include the General Manager responsible for
operations and an employee responsible for external communication. Mr. Liu confirmed that payments were made up to January 2023. Both employees
have agreed that the remaining accumulating salaries will be paid after the CCAA proceedings, therefore wages have been removed from the forecast.
Due Diligence Expenses relate to site visit expenses to accompany interested parties for site visits.

Professional fees include the Company's legal counsel, as well as the Monitor and Monitor’s legal counsel. The aggregate amount of professional fee
outstanding is $179,661, with $120,583 for the Company's legal counsel, $41,958 for the Monitor and $17,120 for the Monitor's legal counsel.

Total approved Debtor-in-possession ("DIP") financing amount is $1,680,000 with $1,184,291.10 withdrawn to date. As limited activities are occurring,
the Monitor expects the remaining DIP loan will be enough to cover the extension to April 14, 2024.

CDI has paid the Monitor a retainer of $50,000 to support the initial expenses in preparation for the CCAA Proceedings. The retainer has not been
reflected in this cash flow.
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WEST MOBERLY FIRST NATIONS

~7 \ ~t

[FXEEWT Chinese Translation Follows]

Post Office Box 90, Moberly Lake, British Columbia, VOC 1X0

September 30, 2023

Craig Munro
Managing Director
FTI Consulting Canada Inc.

Dear Mr. Munro, Je aa haanach'e,
Re: Sale of Assets of Canadian Dehua International Mines Group Inc.

| am the Chief of West Moberly First Nations, an indigenous government in north-east British
Columbia ("West Moberly”). | represent my people of Dunne-za and Cree heritage who have
lived in this area since time immemorial. We are holders of inherent rights and rights
recognized by Treaty No. 8 with Canada, and stewards of our lands and waters. | am writing to
you, the court-appointed monitor of Canadian Dehua International Mines Group Inc. (“CDI"), to
provide information to a potential commercial acquiror of the assets of CDI as well as the Court
as it determines how to deal with CDI in proceedings pursuant to the Companies Creditors
Arrangement Act.

West Moberly is opposed to the development of CDI’s coal assets.

For decades West Moberly has sought to protect its way of life from the unreasonable
encroachment of industrial development. In 2020 we entered into the Infergovernmental
Partnership Agreement for the Conservation of the Central Group of the Southern Mountain
Caribou, along with the governments of British Columbia and Canada, which imposed
significant restrictions on coal mining in our territory. In addition, the 2021 decision of the British
Columbia Supreme Court in Yahey v. British Columbia held that, in light of the Treaty rights of
First Nations and the cumulative effects of existing development, further natural resources
development in our region cannot be carried out without our consent. British Columbia's formal
adoption of the United Nations Declaration on the Rights of Indigenous Peoples has further
established our rights into law. Another British Columbia Supreme Court decision earlier this
week clarified that First Nations must be consulted before any mineral claims are staked in their
territories.

All of the above developments make clear that there can be no mining for coal in our traditional
territory without our free, prior and informed consent. The coal mining assets held by CDI,
including the interests held in the Wapiti, Bullmoose, and Murray River projects, all sit squarely
within West Moberly’s territory and within the boundaries of Treaty No. 8. We understand now
that CDI is considering a sale of its interests in the Wapiti project to a new owner from China.

Any potential buyer of CDI's coal assets should be very clear: we will oppose, including through
litigation if necessary, any development of coal projects in our territory that are conducted



without our consent. The Wapiti and Bullmoose coal assets — as well as other CDI coal
properties, whether wholly or partially owned — sit within areas of high cultural and
environmental value for our people, and include high value caribou habitat, and for the
foreseeable future any development of those sites are incompatible with our objective to recover
caribou populations. We wish to warn any bidder for these assets that the likelihood of their
development is extremely low, and any financial commitments they may make at this time for
their acquisition will result only in a loss.

CDI has a history of acting in bad-faith

Your reports in your capacity as court-appointed Monitor have stated that you believe CDI is
acting in good faith. Our experience with CDI's principal, Mr. Naishan Liu, is quite different. We
have observed how the management of CDI has misled both us and its business partners,
resulting in broken trust. We refer in particular to actions with respect to the Gething mine now
owned by Canadian Kailuan Dehua Mines Co., Ltd. (“CKD"), in which CDI now has a minority
interest. Prior to 2008, CDI was the sole owner of the Gething mine and Mr. Naishan Liu was
spearheading its development. CDI brought in additional investors from China and kept a
minority stake, yet Mr. Liu remained in a leadership role (much in the same way it now proposes
to do with a new investor into Wapiti). For years, West Moberly had consistently expressed its
fierce opposition to the development of the Gething mine in light of cultural and environmental
concerns. After many discussions, Mr. Liu and CKD agreed with West Moberly in writing to
defer the development of the Gething mine and to focus their attentions elsewhere. Despite his
commitment, shortly after Mr. Liu had obtained some assurance that his other projects could
proceed, Mr. Liu then caused CKD to backtrack on the commitment to West Moberly and
continued to pursue the development of Gething. Mr. Liu's breach of his commitments to West
Moberly resulted in a rupture of trust not only with West Moberly but also with his own partners
in the CKD venture, partners who were apparently unaware of his prior commitment to West
Moberly to defer the Gething project, and the same partners who are now owed significant
debts by CDI. To this day the Gething mine remains unpermitted in large part due to our
continuing opposition, resulting in a financial loss to CKD and its investors.

Again, we urge any buyer of CDI's Wapiti or other coal assets to recognize that our opposition
to their development means their commercial value will not be realized. We would expect this
position to be made clear to potential buyers in advance of any commitments to purchase being
made.

CDI's coal assets may have some conservation value for which CDI can receive certain limited
funds from conservation organizations that would work in partnership with West Maberly. We
are in a position to pursue that discussion should the Monitor and CDI so wish.

Wuujo aasana laa
.

Chief Roland Willson
West Moberly First Nations
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( WEST MOBERLY FIRST NATIONS )

, Post Office Box 90, Moberly Lake, British Columbia, VOC 1X0 t

202349 5 30 H

Craig Munro
R
FTI Consulting Canada Inc.

L) Munro 43, Je aa haanach'e,

KT MEABEEFTLEAAR R HEHE
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R fe 2 pinE AL E PR k£ A F] (Canadian Dehua International Mines Group Inc., LR
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L AN 1T 9555
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RRARRSCETCERIE AR N, H) SRR E LA [ NEEERIMRSRT
HEEEY , RSB R EGE. B A RINEATRREEY WARAT(FF
RELEAT") BRIABRIGething § (LIEYTZN , 44 7 BRHBEZI

RIDEIERIN. 20085 2Rl , 84/ 7 ZGething 7 ILIME—FIEE | XEFGERTZT LE
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AR A A PRI WapitiFriRRE RN TUASHER). S5k , 2 TXHR
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T ERE , (BEXSSAEIRERMNBE AT RS TRRIEEARA |, XUAERM LI A =]
BF 7 XITERAEF i EGE |, GREUT R Gething 5711, XUFEEEISY T HIITER(ERIRERE | X
MREBESEERZ MAEERRER |, BT ML SHAETFREEARSERAF
RISk MRIEER AR | RESIE R IAAIE X 56 2 BRI TRE AR s i
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REIGEREIER T EFHRE.
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B,

47 Roland Willson
FAEAFIEE R (West Moberly First Nations)
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