S This is Affidavit #1 of Mattheéw

) Freeman in this proceeding and was
",‘; made on November 25, 2019,
|
_ ' 4 No. $1910194
h.?‘_E GISTF i-&_}ﬁ# Vancouver Registry

IN THE SUPREME COURT OF BRITISH COLUMBIA

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT,
R.8.C. 1985, ¢. C-36, AS AMENDED

AND

IN THE MATTER OF THE BUSINESS CORPORATIONS ACT, S.B.C. 2002, ¢.57
AND

IN THE MATTER OF ENERGOLD DRILLING CORP., CROS-MAN DIRECT

UNDERGROUND LTD., EGD SERVICES LTD., BERTRAM DRILLING CORP., AND
OMNITERRA INTERNATIONAL DRILLING INC.

PETITIONERS

AFFIDAVIT #1 OF MATTHEW FREEMAN

1, Matthew Freeman, of 543 Granville Street, Suite 1100, Vancouver, British Columbia, V6C 1X8,

HEREBY SWEAR THAT:

L. I am the Director of Finance of Energold Drilling Corp. (*Energold™), the parent company of
each of the other Petitioners. I have over 20 years of experience in accounting and financial management,
2. I hé.vej.worked for Energold and with the other Petitioners, in consultation with the CRO, since
September 3,2019 and, as such, have personal knowledge of the facts set out in this Affidavit except where

stated to be based on information and belief, in which case I believe both the information and the resulting

statements to be true.’
3. Iam autﬁoﬁmd to make this Affidavit on behalf of the Petitioners,
4, 1 swear this Affidavit in support of the Petitioners’ application for, among other things, an

extension of the relief granted under the order made on Séptember '13, 2019 (the “Initial Order”) under

the Companies’ Creditors Arrangement Act, R.S8.C. 1985, c. C-36, as'amended (the “CCAA”).
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5. All capitalized terms used herein but not defined have the meaning set out in the Initial Order,
unless specified otherwise.

BACKGROUND TO THESE’ PROCEEDINGS

6. On September 13, 2019, the Honourable Mr. J ﬁstice Milman made the following orders:

(a)  the Initial Order granting, among other things, a stay of proceedings until October 11,
2019;

(b)  an order authorizing and directing Energold Drilling Corp., in its capacity as the sole
shareholder of Bertram Drilling Corp. (“Bertram Drilling”) to enter into an asset
disposition proposal agreement with Century Services Corp. (“Century”) for the sale
of certain assets of Bertram Drilling and to conclude the transactions contemplated by
that agreement (the “Auction Order”); and

(¢)  an order authorizing and directing the Petitioners to carry out a sale solicitation process
(the “SSP™) to solicit offers to purchase all or any part of the property, assets and
undertakings of the Petitioners (the “SSP Order”).

7. On October 10, 2019, the Honourable Mr. Justice Milman made an order that, among other
things: extended the Stay Period (as defined in the [nitial Order) to November 29, 2019.

UPDATE ON RESTRUCTURING ACTIVITIES TO DATE

8. Since October 10, 2019, the Petitioners have taken significant steps to advance the
restructuring under this CCAA proceeding, as described in further detail below.

Completion of Bertram Drilling Auction

9. The Petitioners have worked with Century to prepare the Bertram Drilling assets for auction.
The auction was completed in three parts as follows:

(a) an auction held on October 28, 2019 at Energold’s warehouse in Richmond, British
Columbia (the “Richmond Auction”), during which certain redundant assets of

Energold were also sold in addition to certain assets of Bertram Drilling;
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(b)  an auction held on October 30,2019 at Bertram Dl'illing’s primary place of business in
Carbon, Alberta (the “Carbon Auction™) with respect to the majority of Bertram
Drilling’s assets; and
(c) an auction held on November 21 and 22, 2019 with respect to certain pieces of
equipment owned by Bertram Drilling that were retrieved from a mine site operated by
Syncrude Canada Ltd. (“Syncrude”) located ‘in Fort Saskatchewan, Alberta (the
“Syncrude Auction”, and collectively with the Richmond Auction and the Carbon
Auction, the “Century Auctions”).
10. The Petitioners initially expected the Century Auctions to be completed in October and for
auction proceeds to be available by the first week of November 2019. This timeline was extended because,
among othér things: (i) there were delays in having certain of the equipment in saleable condition for
auction; and (ii) the equipment sold through the Syncrude Auction had to be retrieved from a mine site
operated by Syncrude (the “Syncrude Mine”). The Syncrude Mine is an active mining operation, and it
took time for Century and the Petitioners to coordinate the retrieval of this equipment in a manner that
complied to Syncrude’s safety policiés and that caused minimal disruption to Syncrude’s operations.
11. As of November 22, 2019, Century has delivered proceeds from the Century Auctions to
Energold in the aggregate amount of $4,000,000, most of which has been used by the Petitioners to repay
the Interim Financing in-full (further details in paragraphs 15 and 16, below).
12. I am informed by Bevan May, President of Century, that Century is preparing a final report
and accounting detailing the total proceeds of the Century Auctions in order to make their final payment to
the Petitioners. This final report and accounting is not available as of the date of this Affidavit. [ estimate
the total net proceeds of the Century Auctions to be paid to the Petitioners will be approximately
$6,000,000.
Supplemental Auction of Richmond Energold Assets
13. Energold held certain redundant inventory and other assets (the “Richmond Energold

Assets”) at its warehouse located in Richmond, British Columbia. I am advised by the CRO, Mark Berger,
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that the Petitioners requested Century to inspect the Richmond Energold Assets and provide their estimation
of their value, and that Century advised the CRO that the liquidation value was between $50,000 to $60,000.
I am further advised by Mr. Berger that, in considering this estimated value of the Richmond Energold
Assets provided by Century and the cost of retaining the Richmond warehouse, he decided to liquidate the
Richmond Energold Assets and consulted with the Monitor regarding the Petitioners’ plans.

14, As described above, the Richmond Energold Assets were auctioned on October 28, 2019,
along with cenain'equipment of Bertram Drilling. The Richmond Auction resulted in gross proceeds of
$259,172.50 (of which $187,869.50 represented proceeds from the Richmond Energold Assets). These
auction proceeds from the Richmond Energold Assets vastly exceeded what was anticipated by Century or
the Petitioners. |

Update on Interim Financing: Advance of Mexican T ranche and Repayment

15. In addition to completing the auctions pursuant to the Auction Order, the Petitioners also
worked diligently to access the second tranche of funds available under the Term Sheet. Specifically, on
October 18, 2019 the Petitioners satisfied the conditions precedent to the Mexican Tranche (as defined in
the Term Sheet), permitting an advance of $2,400,000 to be made by the Interim Lender to Energold. These
proceeds of the Mexican Tranche were used, in part, to fund the working capital needs of Energold de
México, S.A. de C.V. (“Energold Mexico”) and preserve enterprise value for the benefit of Energold’s
stakeholders.

16. The auction proceeds received by Energold from Century to date pursuant to the Auction Order
have been sufficient to repay the Interim Financing in full, and such repayment was made on November
18, 2019. As a result, the Petitioners are no longer indebted to the Interim Lender in connection with the
Term Sheet or other Definitive Documents.

‘Completing the Sale Solicitation Process

17. Since October 10, 2019, the Petitioners have worked diligently and in consultation with the
Monitor and the Financial Advisor to complete the SSP. Such efforts have included, among other things:

(a) providing various due diligence information to the prospective bidders; (b) reviewing and considering
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the various bids received for each of the Latin American Unit, EMEA Unit, BDI Unit and Cros-Man Unit
(as defined in the SSP, and‘ collectively referred to herein as the “Energold Units” and each an “Energold
Unit”); (c) finalizing each of the associated Stalking Horse Bids (as defined in the SSP) with Extract; and
(d) working with the Fiﬁancial Advisor to conduct and complete an auction with respect to the BDI Unit
and the EMEA Unit.

18. The SSP was successfully implemented, and initially resulted in six (6) Qualified Bids for the
various Energold Units (including competing bids for each of the BDI Unit and EMEA Unit) and an auction
being held on October 31, 2019 for certain units.

19. Ultimately, Extract was the successful bidder with respect to each of the Energold Units. I
understand that Extract has determined it necessary or desirable to conclude the sale transactions for the
Energold Units, and acquire certain other residual assets of the Petitioners, by way of a plan of arrangement
and cfompromise to be formulated by Extract and proposed to the Petitioners’ creditors for approval pursuant
to Part I of the CCAA (referred to herein as the “Plan”), and that a draft of this Plan will be provided in
due course. Counsel for Extract advises that they intend to proceed as quickly as possible in respect of the
Plan.

Collection of Wellsite Information and Syncrude Receivables

20. Wellsite Masters Ltd. (“Wellsite”) provided certain data services to Bertram Drilling Corp.
that were integral to its operations, and required for Bertram Drilling to invoice clients for drilling services
rendered and collect on accouhts receivable.

21. As set out in further detail in Affidavit #3 of Mark Berger sworn on October 14,201 9,‘ Wellsite
refused to provide this essential data to Bertram Drilling after the granting of the Initial Order, which
obstructed Bertram Drilling’s ability to collect accounts receivable from Syncrude.

22. On October 25, 2019, the Honourable Mr. Justice Milman made an order (the “Critical
Supplier Order”) deeming Wellsite a critical supplier in accordance with Section 11.4 of the CCAA and

granting Wellsite a charge over the receivables that became owing to Bertram Drilling by Syncrude.
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23, On October 29, 2019, Wellsite released the required data to Bertram Drilling, which has since
invoiced Syncrude and is working diligently to collect thé corresponding accounts receivable from
Syncrude.
24, In addition to the accounts receivable owing by Syncrude, Bertram Drilling is working to
collect accounts receivable owed on its other projects as well. Payment on those receivables is delayed
because, among other things, certain projects have holdback amounts. ‘Bertram Drilling is working to
collect its remaining outstanding accounts receivable as expeditiously as possible.
Other Activities Relevant to the Restructuring
25, In addition to the activities described above, since the Stay Period was initially extended by
this Court on October 10, 2019, the Petitioners have continued to:
(a)  communicate with various lenders, employees and other stakeholders regarding the
status of these CCAA proceedings;
(b)  cooperate and work with the Monitor to facilitate its monitoring of the business and
operations of the Petitioners;
(¢)  work to continue the operations of the Petitioners’ business in the ordinary course,
including communicating with suppliers and service providers;
(d)  seek to reduce expenses where possible, including terminating and disclaiming
redundant contracts; and
()  work with Extract and its legal counsel to formulate the proposed Plan, with an aim to
complete the sale transactions in an expeditious manner.
CASH FLOW STATEMENT
26. In consultation with the Monitor, the Petitioners have prepared an updated cash flow statement,
showing the Petitioners ability to meet their financial obligations through to Sunday February 2, 2020. A

true and complete copy of this cash flow statement is attached as Exhibit “A” to this Affidavit.
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EXTENSION OF TIME NEEDED

27. The Petitioners, with the assistance of the Financial Advisor and the Monitor, have worked
diligently to advance the restructuring in these proceedings, including completing the auction contemplated
by the Auction Order and the SSP pursuant to the SSP Order.

28. The Petitioners seek an extenéion of fhe stay of proceedings under the Initial Order to allow
them to, among other things: (a) collect the remaining proceeds of the auctions contemplated by the Auction
Order; (b) collect on' various remaining accounts receivable of Bertram Drilling (including the accounts
receivable from Syncrude); and (c) conclude the transactions resulting from the SSP, including the proposed
Plan which Extract expects to provide shortly.

29. I am not aware of any creditor of the Petitioners intending to object to an extension of the stay
of proceedings. Further, I believe that there will be no material prejudice to the Petitioners” creditors as a
result of the extension.

SALE OF SHARES IN REPORTING ISSUERS

30. Energold currently owns shares (the “Shares™) in the following eight (8) reporting issuers:

IMPACT Silver Corp. 4,559,501 Common shares $0.31 $1,413,445
Candente Copper Corp. 1,837,803 Common shares $0.03 $55,134
Avrupa Minerals Ltd. 700,000 Common shares $0.035 $24,500
Eagle Graphite 7,499 Common shares $0.07 $525
Incorporated
Everton Resources Inc. 260,200 Common shares $0.022 $5,724
Latin Metals Inc. : 43,500 Common shares $0.12 $5,220
Voyageur Minerals Ltd. 668,667 Common shares $0.06 $40,120
Nortec Minerals Corp. 327,000 Common shares $0.02 $4,905
TOTAL - : ‘ i $1.549,574
31. The Shares are not widely-traded, and the markets for trading the Shares is relatively illiquid.

As such, the Shares are of little strategic or practical value to Energold beyond their apparent liquidafion
value.
32. In consultation with the CRO and the Monitor, I am of the view that it is in the best interests

of the Petitioners and their stakeholders that Energold be permitted to liquidate the Shares by way of arms’
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length séle on the applicable stock exchange. Such a liquidation will provide working capital to the
Petitioners that will assist in funding the completion of the réstructuring under these proceedings, and wili
monetize assets for the benefit of the Petitioners’ stakeholders.

33. "1 am not aware of any stakeholder of the Petitioners that would be prejudiced by Enet"gold
selling the Shares.

34, Accordingly, the Petitioners seek an Order authorizing them to sell the Shares, with approval
of the Monitor, but without further Order of this Court.

Accidental sale of shares in IMPACT Silver Corp.

335, Since September 13, 2019, Energold sold 260,000 Common shares of IMPACT Silver Corp.
These shares were the subject of certain pre-existing depository and pre-authorized sale arrangements with
Energold’s securities broker (the “Broker”), which were put in place prior to the Initial Order. Pursuant
to this depository and pre-authorized sale arrangement, the Broker sold these shares on the open mérket
over the Canadian Venture Exchange in three tran»ches as follows: (i) 173,000 Common shares for proceeds
of $71,978.34 settled oﬁ September 25, 2019 (the “Tranche 1 Sale”); (ii) 92,000 Common shares for
proceeds 0f>$38,362.47 settled on September 26, 2019 (the “Tranche 2 Sale”); and (iii) 1,000 Common
shares for proceeds of $420 settled on September 27, 2019 (the “Tranche 3 Sale”, and collectively with
the Tranche 1 Sale and Tranche 2 Sale, the “September IMPACT Sales™).

36. Each of the September IMPACT Sales was inadvertently completed without prior approval
from the Monitor, After September 27,2019, Energc;ld clarified with the Broker to cease trades until further
notice, and no further sales have been made. As described above, the Petitioners seek to resume sale of
certain shares.

SWORN BEFORE ME at Vancouver, British
Columbia, on tl}; 25" day of November, 2019,

bt

AV : .
A ;c‘:on; f}ss@;;ef for taking affidavits for MATTHEW FREEMAN
Bl‘ltlSl}j,@OlqubIa

RYAN M. LAITY
Barrister & Solicitor
BORDEN LADNER GERVAIS LLP 8
1200 Waierfront Cenire, 200 Burrard Strest
P.O. Box 48600, Vancouver, Canada V7X 172
f04-632-3544
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