This is the 2nd Affidavit of
Craig Lawrence Boyer in this
case and was made on No-

vember é(gfzo 15

No.S-154746
Vancouver Registry

IN THE SUPREME COURT OF BRITISH COLUMBIA

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT, R.S.C. c.

C-36, as amended

IN THE MATTER OF THE CANADA BUSINESS CORPORATIONS ACT,
R.S.C., ¢. C-44, as amended

AND

IN THE MATTER OF NORTH AMERICAN TUNGSTEN CORPORATION LTD.

PETITIONER
AFFIDAVIT

I, Craig Lawrence Boyer, businessman, of 4620 — 181 Bay Street, Toronto, Ontario, MAKE
OATH AND SAY AS FOLLOWS:

1.

I am a Vice President of Callidus Capital Corporation (“Callidus”), which is a senior se-
cured lender to North American Tungsten Corporation Ltd. (“NATC”), the Petitioner in
this proceeding (the “CCAA Proceedings”) and as such have personal knowledge of the
facts deposed to in this Affidavit, except where facts are stated to be based in information
from an informant I identify, in which case, I believe that both the information from the
informant and the resulting statements are true.

About Callidus

2.

Callidus provides flexible and creative funding solutions to companies that cannot access
traditional lending sources. Loans are generally made on the strength of the underlying
assets. This type of lending is often referred to as asset-based lending.

Because funding is closely tied to the assets offered as security, we require updated valua-
tions on a regular basis on the assets we have financed.

As we usually lend on a fairly high percentage of the liquidation value of the assets, we
must constantly be comfortable with the whereabouts, merchantability, maintenance and
general upkeep of the assets we are financing.
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5. We also must have confidence in management. Callidus requires that its customers be
fully transparent regarding issues impacting their business.

Callidus loans to NATC

6. On May 15, 2014, Callidus entered into a loan agreement with NATC, pursuant to which
Callidus loaned NATC $11 million (the “May Loan™). The terms of the May Loan in-
cluded:

(a) the May Loan would be for a term of one year, repayable on May 31, 2015;

(b) the May Loan would accrue interest at a rate of 18% per annum;

©) NATC would pay interest monthly;

(d) NATC would make monthly principal payments in the amount of $150,000; and,

(e) NATC would pay the costs Callidus incurred in connection with the May Loan,
including legal fees.

7. As security for the May Loan, NATC gave Callidus a general security agreement over all
of its assets, except for any assets related to the Mactung Property.

8. In December 2014, NATC required additional funding. On December 30, 2014, Callidus
and NATC entered into an agreement amending the May Loan agreement and Callidus
agreed to loan NATC an additional $3.65 million (the “December Loan™). The terms of
the December Loan included:

(a) Callidus would receive a deferred fee of $154,000;
(b) the term of the May Loan would be extended to May 31, 2016 and the December
Loan would be repayable on the same date;
(©) interest would accrue on the December Loan at a rate of 18% per annum;
(d) NATC would pay interest monthly on all outstanding amounts;
(e) NATC would continue to make monthly principal payments of $150,000 as re-
quired by the May Loan, and these principal payments until May 31, 2016; and,
H NATC would pay the costs Callidus incurred in connection with the December
Loan, including legal fees.
9. Callidus was paid its monthly interest and principal until August 31, 2015.
10. As of November 11, 2015, NATC owes Callidus approximately $16,541,392 in respect

of the May Loan and the December Loan, which includes principal, accrued interest and
fees, but does not include accrued costs or legal fees.
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NATC files for CCAA Protection

1.

12.

14.

15.

On June 8, 2015, Bruce Penich of NATC informed me that NATC felt compelled to seek
Court protection under the CCAA.  Mr. Pencich advised that there would be a board
meeting, and that NATC had approximately $13 million in payables. [ asked whether
additional information could be provided regarding NATC’s plans, and he said he could
not provide any more detail or information.

On June 9, 2015, NATC commenced the CCAA Proceedings and obtained the Initial Or-
der.

After the Initial Order was granted, I flew to Vancouver to meet with representatives of
NATC (including Dennis Lindahl and Bruce Penich), the Monitor, counsel to NATC and
counsel for Callidus. The meeting was held on June 15, 2015. The meeting was stated
to be without prejudice. As a result, [ am not able to comment on what was said at the
meeting.

However, based on the discussions at the meeting, I believed that NATC would be trans-
parent and forthright with Callidus, and that there would be an open dialogue between the
parties going forward.

Based on the discussions and the meeting and my expectation that there would be an
open dialogue between the parties, Callidus was inclined to allow the CCAA process to
continue so that a potential restructuring could be explored.

The Administration Charge

16.

17.

18.
19.

The Initial Order granted an Administration Charge in the amount of $500,000 over the
assets of NATC. The Court granted the Administration Charge over all of the assets of
NATC, subordinate to the security in favour of Callidus.

On June 10, 2015, NATC filed an Application seeking to amend the Initial Order so that
the Administration Charge would have priority over Callidus’s security (the “Amend-
ment Application”). The Amendment Application was set to be heard on Friday, June
12, 2015.

[ was very concerned that NATC was seeking a significant charge in priority to Callidus.

NATC obtained an order granting the Administration Charge priority on Friday, June 12,
2015.

NATC requests Interim Financing

20.

21.

On or about June 15, 2015, NATC requested that Callidus consider providing interim fi-
nancing.

Callidus advised NATC that it was interested in providing interim financing, but that first
Callidus required further information from NATC. In particular, Callidus advised NATC
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22.

23.

24.

25.

26.

27.

that it required additional information regarding NATC’s plans (in general terms) for a
potential restructuring.

[ was concerned that in order to provide interim financing, Callidus needed to understand
the plan going forward, or at least have an indication of what NATC plans may be in that
regard. | wanted to understand the budget for the time period that the interim financing
would cover and also to understand what the implications would be if the mine were shut
down immediately.

NATC advised that some machinery and equipment would be sold to improve cash flow.
I asked what machinery was to be marketed and sold, and the timing for this marketing
and sale.

I also asked whether NATC planned to sell the entire operation and if so, how or when
that sales process would take place.

With the forgoing in mind, Callidus issued a draft interim financing term sheet on June
24, 2015 (the “Draft Term Sheet”) and provided it to NATC. At that time, NATC had
not provided answers to my questions regarding the potential marketing and sales
process.

A call was convened on June 24, 2015 among NATC, the Monitor and Callidus to discuss
the Draft Term Sheet. I attended the call, along with William Skelly, John Sandrelli and
Todd Martin.

On this call:

(a) we reviewed the Draft Term Sheet, and I explained the rationale behind the terms
and provisions it contained;

(b) neither Mr. Sandrelli nor Mr. Martin advised that any of the terms in the Draft
Term Sheet were unreasonable;

(c) Mr. Sandrelli advised that NATC had an immediate need for cash;

(d) I advised that Callidus may be able to provide some immediate funding, but that
Callidus would need to see information that would justify the advance before
funding;

(e) I specifically asked that NATC provide a budget for the advance;

H I advised that with a budget, I expected Callidus would be able to advance
$250,000 to $300,000 under the existing financing; and,

(2) Mr. Sandrelli advised that NATC would get back to us with any comments on the
Draft Term Sheet, and asked that, in the meantime, Callidus seek credit committee
approval of the Draft Term Sheet.
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28.

29.

30.

31.

Based on the call to discuss the Draft Term Sheet, I expected that NATC would contact
Callidus very shortly with its comments on the Draft Term Sheet.

On June 25, 2015, NATC’s counsel advised Callidus’s counsel that NATC continued to
work through its cash requirements and that it was working through some uncertainties
and would provide further details when they could.

No further information on these challenges was provided, and no one from NATC con-
tacted me on June 25, 2015 to discuss the Draft Term Sheet or any other issues related to
these proceedings.

On the morning of June 26, 2015, I received a voicemail on my office phone line from
Dennis Lindahl. [ received the message when I returned to the office. In the message,
Mr. Lindahl did not say what he wanted to talk about or that it was an urgent matter. He
did not send me a text or an email to follow up on his message. [ travel frequently for
work, so my office line is not the best way to reach me.

June 26, 2015 Application

32.

33.

34.

35.

36.

37.

On June 24, 2015, NATC filed an Application, scheduled for June 26, 2015 (the “June 26
Application). Counsel for Callidus attended the application.

I am advised by William Skelly, counsel to Callidus, that he attended the June 26 Appli-
cation. I am further advised that shortly before entering the courtroom for the hearing,
Jordan Schultz, counsel for NATC, handed Mr. Skelly a term sheet from a third party,
Comsup Commodities Inc. (“Comsup”) which purported to be for interim financing for
NATC in the amount of up to $3 million (the “Comsup Term Sheet”).

I received the Comsup Term Sheet from Mr. Skelly by email on Friday, June 26, 2015
after Mr. Skelly returned to the office from the June 26 Application. I had never seen the
Comsup Term Sheet before.

I was shocked to learn about the Comsup Term Sheet in this way. [ was also concerned
that this was a further indication that NATC was not being transparent and forthright with
Callidus. I was also concerned that this was a further indication that NATC was not act-
ing in good faith.

Because NATC took no steps to advise Callidus directly of the Comsup Term Sheet, | be-
lieve that NATC was essentially keeping me in the dark with respect to its plans in the
restructuring.  This was particularly surprising in light of my expectation that NATC
would be transparent with Callidus.

I also learned of matters regarding the CCAA Proceedings that I consider significant
through materials filed by NATC. In particular, through the Affidavit #3 of Dennis Lin-
dahl, I learned that:
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(a) one of NATC’s funding arrangements was a factoring arrangement with the Royal
Bank of Scotland (“RBS”), and that NATC’s cash flow needs were strained by
delays in receiving payment for its shipments under this arrangement;

(b) Mr. Lindahl learned on June 24, 2015 that RBS would not be making any further
payments on the factoring agreement;

(c) Mr. Lindahl was working towards a new arrangement that would make-up the
cash flow shortage caused by RBS refusing to make any further payments under
the factoring agreement; and,

(d) at some point between June 24 and June 26, it became clear the new arrangement
would not be possible.

38.  Neither Mr. Lindahl, nor any other representative of NATC, advised me of the informa-
tion that I learned from the Lindahl Third Affidavit.

The Gap Advance

39.  Despite these concerns, Callidus and NATC began discussions and negotiations with re-
spect to Callidus providing interim financing.

40. On June 29, 2015, Callidus made an advance of $500,000 (the “Gap Advance”) to allow

NATC sufficient funds to continue its operations until arrangements could be made for
interim financing.

Forbearance Agreeruent

41.

42.

On July 6, 2015, Callidus, NATC and others agreed to the terms of a forbearance agree-
ment (the “Forbearance Agreement”). On July 9, 2015, this Court made an order autho-
rising NATC to enter into the Forbearance Agreement and perform all obligations set out
in the Forbearance Agreement. Attached and marked as Exhibit “A” is a true copy of the
Forbearance Agreement.

The material terms of the Forbearance Agreement include:

(a) Callidus agreed to forbear from exercising its rights and remedies under the May
Loan, the December Loan and the security in favour of each until the earlier of
various events, including the date on which NATC fails to comply with its cash
flow requirements; and,

(b) following the end of the forbearance period, Callidus is entitled to enforce its se-
curity granted to secure the payment of the May Loan and the December Loan
(the “Callidus Pre-Filing Security”).

Interim Financing Facility

43.

On July 9, 2015, this Court authorised and empowered NATC to borrow under a credit
facility offered by Callidus (the “Interim Facility”), provided the total borrowings did
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44.

45.

not exceed $2,500,000. The Interim Facility was approved on the terms and conditions
set forth in the term sheet dated as of July 6, 2015 (the “Term Sheet”). Attached and
marked as Exhibit “B” is a true copy of the Term Sheet.

The material terms of the Term Sheet include:

(a) that it is an event of default if NATC fails to make any payment due under the
Term Sheet or if Callidus believes, on commercially reasonable grounds, that the
prospect of payment or performance of NATC’s cbligations is impaired;

(b) that upon the occurrence of an event of default, the Interim Facility will become
immediately due and owing, and Callidus shall be permitted to immediately apply
for the appointment of a receiver or to assign NATC into bankruptcy.

This Court granted a priority charge over all of NATC’s assets (including the Mactung
Property) to secure repayment of the Interim Facility (the “Priority Charge”).

Priority of the Gap Advance

46.

47.

48.

Pursuant to the terms of the Forbearance Agreement, the Gap Advance was to be deemed
the first advance under the Interim Facility.

At the request of NATC, and in light of opposition from the Government of the North-
west Territories (the “GNWT”), Callidus agreed that the Gap Advance would not form
part of the Priority Charge and that it would form part of the debt owed under the May
Loan and the December Loan.

Callidus did this to facilitate the restructuring proceedings.

Interim AR Facility

49.

50.

51.

On July 21, 2015, Callidus and NATC entered into a term sheet pursuant to which Cal-
lidus would provide a revolving credit facility, up to a maximum of $2,500,000 (the “AR
Facility”). On August 13, 2015, this Court authorised and empowered NATC to borrow
under the AR Facility. Delays in Court approval of the AR Facility were the result of
set-off rights asserted by one of NATC’s customers and appeals arising from this Court’s
stay of the set-off rights.

The AR Facility was intended to relieve pressure on NATC’s cash flows caused by the
payment terms of NATC’s agreement with one of its customers.

The AR Facility advances would be based on accounts receivable owed to NATC from
time to time, and payments from NATC’s customer would be deposited into a separate
account, which would be subject to a blocked account agreement and would be swept by
Callidus as the customers made payments in order to reduce the AR Facility.

Payments under the Forbearance Agreement
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52.

54.

55.
56.

57.

The Forbearance Agreement provided that NATC would make various payments to Cal-
lidus, and that Callidus could terminate the Forbearance Agreement and enforce its rights
under the May Loan, the December Loan and related security if the payments were
missed.

In particular, NATC agreed to pay the following amounts from the sale of certain equip-
ment:

(a) $3,000,000 on or before September 30, 2015; and,

(b) $8,000,000 on or before November 30, 2015.

NATC was also to provide Callidus with a copy of its cash flow, to be updated regularly.

NATC was to make payments consistent with the cash flow, subject to small permitted
variances, unless authorized by Callidus in writing.

NATC was also to commence a process to sell equipment on or before July 17, 2015.

NATC commenced the sales process with respect to certain equipment, and also com-
menced a sale process with respect to its other assets. On July 17, 2015, this Court ap-
proved a sale and investment solicitation process (the “SISP”).

The SISP began shortly after July 17, 2015.

Missed Payments

58.

59.

60.

61.

62.

NATC did not pay $3,000,000 to Callidus on or before September 30, 2015 as required
by the Forbearance Agreement.

As a result of this default, Callidus discussed next steps with the Monitor and the Com-
pany. At that time, the Monitor and the Company encouraged Callidus to “stay the
course” because the SISP was ongoing, and they were encouraged by the interest ex-
pressed by potential bidders in both the Cantung property and the Mactung property. The
Monitor and the Company also suggested that the cost of appointing a receiver at that
time would likely be the same as or greater than the cost of the CCAA Proceedings.

Despite the missed payment, and Callidus being entitled to enforce its security under the
May Loan and the December Loan, Callidus permitted the CCAA Proceedings to contin-
ue so that the SISP could be completed.

Based on the cash flows provided by the Monitor and the Company in accordance with
the Forbearance Agreement, Callidus expected to receive all of its interest and principal
payments under the May Loan and the December Loan. However, on October 31, 2015,
a payment of principal and interest in the amount of $381,419 was due. NATC failed to
make this payment.

As a result of this default, Callidus discussed next steps with the Monitor and the Com-
pany. At that time, the Company suggested that it may proceed to expand the Monitor’s
powers.
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63.

64.

Despite the missed payment and Callidus being entitled to enforce its security under the
May Loan and the December Loan, Callidus permitted the CCAA Proeedings to continue
so that the Company could proceed with its application to enhance the Monitor’s powers
and arrange for the orderly transition of the Cantung mine into “care and maintenance”.

Callidus expected that in transitioning the Cantung mine to care and maintenance, that
NATC would comply with the cash flows and information provided.

Care and Maintenance

65.

66.

As noted above, the Monitor and NATC intend to put the Cantung mine into “care and
maintenance” at the request of the Government of the Northwest Territories. Based on
my experience as a lender in the mining industry, [ do not believe that this will not in-
crease the potential sale value for the mine and that these costs do not provide any benefit
to Callidus. The sole benefit is to minimise the environmental risks and costs.

Callidus agreed to the care and maintenance plan on the basis that the mine would be
sold.

Budgets

67.

68.

69.

Throughout these proceedings, I received budgets and cash flows that were attached to
Affidavits filed by NATC or Reports filed by the Monitor. Callidus relied on these bud-
gets and cash flows in assessing its position, in particular with respect to its support of the
proceedings continuing. From time to time, the information in the budgets and cash
flows would change due to actual expenses exceeding the projections or due to unantici-
pated expenses.

Occasionally, these variances were significant. Callidus considers a significant variance
one that exceeds $50,000.

The Forbearance Agreement (paragraph 20) provides that NATC will provide Callidus
with a cash flow, and that it would comply with that cash flow, provided that the net cash
flow line item would not vary by more than $50,000, unless otherwise authorized by Cal-
lidus in writing. The $50,000 allowable variance was selected because variances above
that number are considered significant by Callidus and impact Callidus’s risk assessment.

Sale of Mactung

70.

71.

In the course of the sales process, NATC received various offers for the purchase of Mac-
tung. One of the offers was subject to conditions, but was for proceeds that would fully
repay the Interim Facility and the Administration Charge.

Callidus was supportive of this offer, and was prepared to explore the offer and allow the
offer to close. GNWT opposed the offer.
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72.

73.

74.

[ have read the Monitor’s Tenth Report dated October 23, 2015. In that Report, the Mon-
itor states that it carried out discussions with Callidus and GNWT and that as a result of
those discussions, it determined none of the bids on Mactung were likely to result in a
transaction being concluded. As a result, the sales process was terminated.

Callidus did not request termination of the sales process, and supported the offer. I be-
lieve that the Monitor terminated the sales process as a result of GNWT’s opposition to a
transaction concluding with any of the bidders on the Mactung property, even though at
least one of those offers would have fully repaid the Interim Facility. Attached and
marked as Exhibit “C” is a copy of an email dated October 22, 2015 from William Skel-
ly to Todd Martin.

Callidus’s support of the offer on Mactung was not mentioned in the Monitor’s Tenth Re-
port. Attached and marked as Exhibit “D” is an email string between William Skelly and
Kibben Jackson dated October 23, 2015.

Outcome of the Sales Process

75.

76.

By October 21, 2015, the outcome of the sales process was known and it was disappoint-
ing. Based on the disappointing outcome of the sales process, Callidus again mentioned
the possibility of appointing a receiver over the assets, properties and undertakings of
NATC.

Again, the Monitor and the Company advised that the cost of doing so would not be sig-
nificantly less than the cost of the CCAA Proceedings, particularly as the Company was
beginning to explore an expansion of the Monitor’s powers that would have the same
practical effect.

Jeopardy to Callidus

77.
78.

79.

Callidus has one of the greatest financial stakes in this proposed restructuring.

Earlier this year, Callidus obtained an appraisal of the machinery and equipment that it
had financed.  This appraisal showed the equipment, over which Callidus had priority
security, had liquidation value of approximately USD $13.75 million (approximately
$16.9 million in Canadian dollars).

Industry and market conditions may have weakened since the time of the appraisal and I
believe the quantum of recovery on the equipment and machinery is speculative at this
time.

10
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81.  Callidus has cooperated throughout and allowed the CCAA Proceedings to continue in
the hope that this would generate benefits for all stakeholders. Unfortunately, despite its
cooperation and accommodation, Callidus has not received any benefit from its coopera-
tion and may bear the brunt of the disappointing outcome of the sales process.

SWORN BEFORE ME at the City )
of Windsur , in the Province )
of Ontario, this |(; " day of November, 2015. )

,.} - ) (\ |
™ L )
/ A \D 5“@ ) />(
A CommisSioner for takW for Ontario ) CRAIG BOYER
DB
11
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THIS IS EXHIBIT “A” REFERRED TO IN THE AFFIDAVIT OF
CRAIG LAWRENCE BOYER MADE BEFORE ME ON THE
fDAY OF NOVEMBER, 2015

A

A COMMISSIONER KING AFFIDAVITS FOR




EXECUTION VERSION

FORBEARANCE AGREEMENT

THIS AGREEMENT is made this 6th day of July, 2015.
BETWEEN:

CALLIDUS CAPITAL CORPORATION
AND:

NORTH AMERICAN TUNGSTEN CORPORATION LTD
AND:

QUEENWOOD CAPITAL PARTNERS D LLC
RECITALS:

A. WHEREAS Callidus and NATC entered into the May Loan pursuant to which Callidus
would loan NATC $11 million, and NATC would make monthly payments of principal in
the amount of $150,000 and monthly payments of interest at a rate of 18% per annum;

B. AND WHEREAS Callidus and NATC entered into the December Loan pursuant to
which: (i) Callidus would loan NATC an additional $3.65 million; (ii) the May Loan term
would be extended from May 2015 to May 31, 2016; (iii) NATC would pay to Callidus a
deferred fee of $154,000; and (iv) NATC would make monthly payments of principal in
the amount of $150,000 and monthly interest payments at a rate of 18% per annum;

AND WHEREAS Queenwood Capital Partners II LLC is a secured creditor of NATC;

D. AND WHEREAS NATC has requested, and Callidus has agreed to, forbear from taking
any action in relation to the realization of the Security;

E. AND WHEREAS on June 9, 2015, NATC, commenced proceedings under the CCAA
pursuant to an order of the Supreme Court of British Columbia dated June 9, 2015;

F. AND WHEREAS on June 12, 2015, the Court made an order amending the June 9, 2015
Order; f

NOW THEREFORE in consideration of the mutual covenants and agreements in this
Agreement and other good and valuable consideration, the receipt and sufficiency of which is
hereby acknowledged, the parties covenant and agree as follows:

Definitions and Interpretation Provisions

1. In this Agreement, unless the context otherwise requires, all capitalized terms used but
not otherwise defined shall have the meanings ascribed to them in the Affidavit #1 of
Dennis Lindahl, sworn June 8, 2015 and filed in the CCAA Proceedings (the “Lindahl
Affidavit”):



. “Appraisal” shall mean the M&E appraisal of NATC dated May 12, 2015
(effective dated April 16, 2015) prepared by Hilco Valuation Services for
Callidus;

_ “Bid Deadline” shall mean the milestone date in the SISP by which parties must
have submitted qualified bids capable of acceptance, which shall be no later than
September 30, 2015;

. “Callidus” shall mean Callidus Capital Corporation;

. “CCAA” shall mean the Companies Creditors Arrangement Act, R.8.C. 1985 c.
C-44, as amended;

. “CCAA Proceedings” shall mean the proceedings pursuant to the CCAA
commenced by NATC before the Court under action no. 8-154746;

“Consultant” shall mean an independent mining consultant, or other independent
consultant, selected by Callidus;

. “Court” shall mean the Suprcrhc Court of British Columbia;

. “Current Cash Flow” shall mean the cash flow statement for the 20 week period
ending October 23, 2015 attached as Schedule “A” to this Agreement,

“December Loan” shall mean the Ioan agreement dated December 30, 2014
between Callidus and NATC amending the terms of the May Loan and providing
for additional funding;

“DIP Advances” shall mean advances’ made by Callidus to NATC in accordance
with the DIP Term Sheet;

. “DIP Term Sheet” shall mean the term sheet attached as Schedule “B” to this
Agreement; '

“Equipment” shall mean the equipment subject to the Security that has been
identified for sale in the Equipment List;

. “Bqu:pment List” shall mean the list of Cantung cquxpment (Caihdus collateral)
that is attached as Schedule “C” to this Agreement;

. “Equipment Sales Process” shall mean the sales process for the Equipment;

_ «Forbearance Period” shall have the meaning set out in section 8 of this
Agreement;

. “Gap Advance” shall mean the advance in the amount of $500,000 made by
Callidus to NATC on June 29, 2015;



PRSI

aa.
bb.

CC.

dd,

ec.

-3 -
“Indebtedness” shall mean the amount owed by NATC to Callidus in respect of
the May Loan and the December Loan, including accrued interest-and costs;

“Initial Order” shall mean the order made June 9, 2015 by the Court in the
CCAA Proceedings, as amended on June 12, 2015;

“Mactung Property” shall mean the development property owned by NATC and
located on the border of the Yukon Territory and the Northwest Territories, \as

b

more particularly described in the Lindahl Affidavit; . :

“Mactung Report” shall mean the report on the Mactung Property to be prepared
for Callidus by an independent consultant;

“May Loan” shall mean the loan agreement dated May 15, 2014 between
Callidus and NATC; .

“Monitor” shall mean Alvarez & Marsal Canada Inc., the monitor of NATC
appointed by the Court in the CCAA Proceedings;

“NATC” shall mean North American Tungsten Corporation Ltd.;

“PPSA” shall mean the Personal Property Security Act, R.S.B.C. ck.359, as
amended; . .

“Priority Payables” shall mean those obligations of NATC which, under the
CCAA or under the Bankruptey and Insolvency Act (Canada), would rank in
priority to the security interests and claims of Callidus under the Security;

“Property” shall mean all or substantially all of NATC's present and after
acquired personal property, other than any present or after acquired personal
property, asseis and undertakings related to the Mactung Property;

“Queenwood” shail mean Queenwood Capital Partners INLLC;

“Reports” shall have the meaning set out in section 16 of this Agreement;

“Security” shall mean the general security agreement, the financing statements

‘and other documents evidencing the security interests “granted by NATC to

Callidus to secure the obligations owed by NATC under the May Loan and the
December Loan; ‘

“Service List” shall mean the service list maintained by the Monitor in the CCAA
Proceedings; '

“GISP” shall mean the plan to facilitate an investment in or salc of all or
substantially all of the business and assets of NATC (either en bloc, piecemeal or
otherwise) as approved by the Court in the CCAA Proceedings; and :




2.

4.

ff. “WBH” shall mean Wolfram Bergbau und Hitten AG.
In this Agreement, unless a contrary intention appears:

a. an agreement, representation or warranty made by or in favour of more than one
(1) person binds or benefits thosc persons jointly and each of them severally;

b. headings are for convenience and do not affect interpretation;

¢. the word “person” includes  firm, body corporate and unincorporated association
or authority;

d. areference to any person is also a reference to their successors or assigns; and,

c. words importing the singular include the plural and vice versa and importing
gender include all genders.

Acknowledgements

3.

Acknowledgement of Debt: NATC acknowledges the Indebtedness and agrees that as
of June 26, 2015, not including costs, the Indebtedness is $13,331 ,429.34, NATC further
acknowledges and agrees. that the Indebtedness is unconditionally owing to Callidus,
without offset, defence or counterclaim of any kind, nature or description. NATC further
acknowledges and agrees that it has no basis to contest, avoid, attack, object, offset,
reduce, disallow, counterclaim or make any other claim or challenge of any kind or
nature with respect to the Indebtedness.

Acknowledgement of Security: NATC acknowledges and agrees that the Security has
been properly entered into, filed or recorded (as applicable). The Security constitutes
legal, valid, binding, enforceable, and perfected security interests in the collateral and is
not subject to any contest, avoidance, attack, objection, offset, reduction, disallowance,
counterclaim or other claim or challenge of any kind or nature with respect to the
Security.

Acknowledgement of Priority: NATC acknowledges and agrees that, except as
modified by the Initial Order, the Security has a first priority security interest in the
Property.

Interim Financing

6.

Callidus agrees to provide DIP Advances, provided that the DIP Terrﬁ Sheet is approved
by the Court in the CCAA Proceedings, and provided that NATC is in compliance with
the terms of this Agreement.

The Gap Advance shall be deemed to be the first DIP Advance. If the DIP Term Sheet is
not approved by the Court in the CCAA Proceedings, upon execution of this Agreement,
the December Loan will be amended so as to make NATC liable for the Gap Advance.
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The Security shall continue to stand as security for the Gap Advance in addition to all
existing obligations under the May Loan and the December Loan.

Forbearance

8.

In reliance on the acknowledgements, representations, warranties and covenants of
NATC contained in this Agreement; and subject to the terms and conditions of this
Agreement, Callidus agrees to forbear from exercising its rights and remedies under the
May Loan, the December Loan and the Security until the earlier of:

a. July 17,2015, if NATC has failed to:
i. make the payments required by section 10(a) and 10(b) of this Agreement;

ii. commence the Equipment Sales Process as required by section 11 of this
Agreement;

iii. provide Callidus with a plan with respect to the Equipment Sales Process
as required by section 12 of this Agreement; or,

v, provide Callidus with a copy of the SISP as required by section 14 of this
Agreement;

b. July 31, 2015, if NATC has failed tomhke the payment required by section 10(c)
of this Agreement; :

c. September 4, 2015, if NATC has failed to make the payment required by section
10(d) of this Agreement; ’

d. October 1, 2015, if NATC has failed to make the payment required by section
13(a) of this Agreement;

e. October 3, 2015, if NATC has failed to make the payment required by section
10(e) of this Agreement;

£ December 1, 2015, if NATC has failed to make the payment required by section
13(b) of this Agrecment;

g. NATC fails to comply with the reporting requirement in section 15 of this
Agreement, and this breach remains uncorrected for a period of two (2) business
days following written notice of the breach by Callidus;

h. NATC fails to comply with any reporting requirement set out in sections 17, 19 or
23 of this Agreement, and this breach remains uncorrected for a period of ten (10)
days following written notice of the breach by Callidus;

i. the date on which there is any breach of sections 20, 21, 22, 24, 25 or 26 of this
Agreement;



6

j. the date that a sale of all or substantially all of the Property is completed;

k. the business day immediately following the Bid Deadline pursuant to the SISP, if
no qualified bids are received by the Bid Deadline;

1. the date that NATC’s obligations under thc May Loan, the December Loan and
the Security are paid and satisfied in full (including all costs and accrued interest);
and,

m. December 1, 2015

(the “Forbearance Period™).

At the end of the Forbearance Period, Callidus shall be permitted to immediately apply

. for the appointment of a Receiver or to assign NATC into bankruptcy. NATC agrees to

consent to the appointment of a Receiver or to the assignment into bankruptcy, and
Queenwood agrees that it will not oppose the application, appointment or assignment.

Loan Payments

10.

NATC agrees to make the following payments to Callidus on the May Loan and the
December Loan:

a. onJuly 17, 2015, principal and interest in the amount of $383,000;
b. on July 17, 2015, the facility fee of $154,208;

134

on July 31, 2015, principal and interest in the amount of $391,000;
d. on September 4, 2015, principal and interest of $391,000; and,
e. on October 2, 2015, principal and interest of $383,000.

Equipment Sales Process

11

12.

13.

On or before July 17, 2015, NATC will commence the Equipment Sales Process to sell
the Equipment, provided that this commencement is approved by the Court in the CCAA
Proceedings.

On ot before July 17, 2015, NATC agrees to provide Callidus with a plan for the
Equipment Sales Process, which will include who will conduct the process, how the
process will be conducted, the timeline for the process and the anticipated realization
(including supporting information for the anticipated realization, where available). The
anticipated realization shall be based on the Appraisal. NATC and Callidus anticipate
that the Equipment Sales Process will be part of the SISP.

NATC agrees to pay the proceeds from the sale of the Equipment to Callidus, subject to
Priority Payables (including a reserve of funds as the Monitor considers necessary to pay



-7 -
Priority Payables), expenses properly payable in accordance with the PPSA or the CCAA
Proceedings and specifically agrees to make the following payments to Callidus:

a. $3,000,000 on or before September 30, 2015; and, .

b. $8,000,000 on or before November 30, 2015.

Investment and Sales Process

14.

15.

On or before July 17, 2015, NATC agrecs to provide Callidus with the SISP, which will
include who will conduct the process, how the process will be conducted and the timeline
for the process (including milestone dates). One of the milestone dates in the SISP will
be the Bid Deadline. ’

NATC agrees to report to Callidus weekly with respect to the Equipment Sales Process
and the SISP, and to facilitate access to the party (or parties) conducting the sales
process. This reporting may take the form of a weekly report or a weekly call.

Reporting Requirements

16.

17.

18.

19.

Callidus confirms that NATC has provided Callidus with the following reports (the
“Reports™):

a. the Cantung Operational Assessment by PricewaterhouseCoopers performed in
November 2014; .

b. the Cantung Mine TP4 and TP3 Closure Design Presentation by SRK Consulting
dated April 27, 2015;

c. the Mactung Project Open Pit Scoping Study by JDS Energy and Mining Inc.
dated May 15, 2015; and,

d. the World Tungsten Outlook to0 2025 by Argus Media dated May 2015.

NATC agrees to provide Callidus with any updates, modifications or revisions of the
Reports within two (2) business days of NATC receiving the update, modification or
revision and to provide Callidus with any other mine studies and valuations that NATC
may obtain during the Forbearance Period within two (2) business days of NATC
receiving such mine study or valuation.

Callidus confirms that NATC has provided Callidus with the following operating plans:

a. a current operating plan for the four month period ending October 31, 2015 and
the six month period ending December 31, 201 5; and,

b. a current operating plan for the two week period ending J uly 17, 2015.

Beginning July 13, 2015, NATC will provide Callidus with:
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a. every two weeks (on Monday), a current operating plan for the upcoming two
week period;

b. every two weeks (on Monday), a comparison of forecast to actual for the previous
operating plan;

c.. every two weeks (on Monday), a maintenance report that (1) identifies any iterms
from the Equipment List that have been damaged or require repair; (ii) outlines
the maintenance steps or repairs thal were carried out over the preceding two
week period; and (iii) outlining any maintenance stcps or repairs anticipated or
planned for the upcoming two weeks;

d. every two weeks (on Monday), a schedule of all unpaid Priority Payables;

e. every month (on the 13" of the month), unaudited financial statements and
management reports;

£ a 13 week cash flow forecast;

g. every week (on Monday), a comparison of actual to budget comparison for the 13
week cash flow comparison with variance analysis;

h. every month (bn the 13“’), a roll-forward of the 13 week cash flow forecast; and

i. any other financial information with respect to the Property or NATC’s business
and operations reasonably requested by Callidus.

Current Cash Flow

20. NATC has provided Callidus with a copy of the Current Cash Flow. During the
Forbearance Period, NATC will comply with the Current Cash Flow (as updated pursuant
to section 19), and Callidus shall provide the DIP Advances consistent with the Current
Cash Flow, as updated pursuant to section 19, provided that the net cash flow line item
will not vary by more than $50,000, unless otherwise authorized by Callidus in writing.

Maintenance

21, NATC covenants and agrees that it will ensure that the Properly is properly maintained
and in particular, subject to section 26(c), covenants and agrees to ensurc that the
Equipment will be maintained in good working order,

Access

22. Callidus shall have the right to inspect the Property at any time, upon reasonable notice to
NATC. NATC agrees to cooperate in any inspcction and to facilitate access to the
Equipment by Callidus, or a third party or agent authorized to inspect the Property on
behalf of Callidus. NATC further agrees to pay any reasonable fees or costs incurred by
Callidus in connection with the inspection.
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23.  NATC agrees to facilitate discussions between Callidus and representatives of WBH and
will provide Callidus with copies of any reports received by NATC that are created by
WBH with respect to the Property and NATC’s business and operations.
" Mactung Property
24,  NATC can make payments with respect to the Mactung Property in accordaiice with the

Current Cash Flow. Callidus will obtain the Mactung Report. NATC agrees that if the
Mactung Report determines that further spending on the Mactung Property is not
commercially reasonable, Callidus is entitled to make an application to the Court on
notice to the Service List to restrict NATC from spending any further funds or
committing to any expense related to the Mactung Property. :

Independent Advisors

25.

Callidus shall have the right to select a Consultant to prepare an independent review of
and/or to provide oversight with respect to NATC’s operations. If this right is exercised
by Callidus, NATC agrees to retain the Consultant selected, on terms and scope
acceptable to Callidus, acting reasonably, and to pay any reasonable expenses associated
with the Consultant’s engagement, including the Consultant’s fees. )

Representations and Warranties

26.

NATC represents and warrants as follows:
a. the recitals to this Agreement are true and correct;
b. the acknowledgements set out in this Agreement are true and correct;

c. NATC has maintained the Property, and in particular has followed a reasonable

" maintenance schedule such that all items in the Equipment List are currently in

good working order, unless specifically identified as not being in good working
order in the Equipment List;

d. there is no matter fact or event which is known to NATC which has not been
disclosed to Callidus which is likely to have a material adverse effect on NATC’s
ability to perform its obligations under-this Agreement and NATC has conducted
such investigations as it considers necessary to make this representation and
warranty;

e. subject to receiving Court approval in the CCAA Proceedings, NATC has the
authority to enter into this Agreement and the execution, delivery and
performance of this Agreement will not violate any order, declaration or judgment
binding upon NATC or any agreement to which NATC is a party;

f all financial and other information provided by or on behalf of NATC to Callidus
or their respective advisors with respect to NATC and the Property is true,
_ accurate and complete in all material respects as of the date of this Agreement and

10



11

210 -

any projections provided to Callidus are based on assumptions believed to be
reasonable as of the date of their preparation and there has been no material
change in any such assumptions (or in their reasonableness) or in the actual
results in operations to date which has not been disclosed in writing to Callidus;
and,

g. this Agreement has been fairly and freely negotiated between sophisticated
commercial parties ‘having received the benefit of legal advice as the parties
consider necessary.

NATC acknowledges and agrees that, in entering into this Agreement, Callidus is relying
on the covenants, acknowlcdgements, agreements, representations and warranties of
NATC being materially true and correct at all times and that all such covenants,
acknowledgements, agreements, representations and warranties are and will continue to
be in full force and effect at all times, both before, during and after any Forbearance
Period, notwithstanding any expiration of the Forbearance Period.

Conditions Precedent

27. Other than sections 7 and 31, this Agreement shall not be effective unless and until the
Court in the CCAA Proceedings approves this Agreement and. the DIP Term Sheet.
NATC agrees to apply for this approval no later than July 8, 2015.

Notice and Communications
28. A notice, approval, consent or other infonﬂation in connection with this Agreement:
a. must be in writing; |
b. must be marked for attention as indicated below; and,
c. must be:
i. left at the address of the'addresse;e;

ii. sent by pre-paid ordinary post (airmail if posted to or from a place outside
North America) to the address of the addressee; or

iii. sent by email to the email address identified below.
29.  The address and contact details for each party is:
Callidus Capital Corporation
Altention: Craig Boyer
4620 — 181 Bay Street, P.O. Box 792

Toronto ON M5J 2T3
Email: choyer@calliduscapital.com
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With a copy to:

Borden Ladner Gervais LLP

Attention: William Skelly/Lisa Hiebert

1200 — 200 Burrard Street

Vancouver BC V7X 1T2

Email: wskelly@blg.com and lhiebert@blg.com

North American Tungsten Corporation Ltd.
Attention: Dennis Lindahl .

1640 — 1188 West Georgia Street, P.O. Box 19
Vancouver BC V6E 4A2

Email: dlindahl@queenwoodcapital.com

With a copy to:

Dentons Canada LLP

Attention: John Sandrelli/Tevia Jeffrics

20" Floor — 250 Howe Street

Vancouver BC V6C 3R8 A
Email: john.sandrelli@dentons.com and tjeffries@dentons.com

Queenwood Capital Partners II LLC
Attention: Ronald A. Erickson

4567 Amcrican Boulevard

West Bloomington MN 55437

Email: ronald.erickson@holidaycompanies.com

A notice, approval, consent or other communication takes effect from the time it is
received unless a later time is specified in it.

Miscellaneous

31.

32.

33.

Costs and Expenses: NATC agrees to pay to Callidus, as often as Callidus may require,
and whether or not all or any of the transactions contemplated by this Agreement are
consummated, all costs, fees and. disbursements of Callidus and its legal advisors in
connection with the preparation, negotiation, execution, delivery, administration,
interpretation or enforcement of this Agreement, the May Loan, the December Loan and
the Security, and all matters related to any of the forgoing.

Survival of Representations and Warranties: All representations and warranties made
in this Agreement shall survive the execution and delivery of this Agreement and no
investigation by Callidus or any closing shall affect the representations or warranties or
the rights of Callidus to rely on the representations and warranties.

Further Assurances: The parties agrec to execute and deliver such supplemental
documents and take such supplemental action as their counterparties may reasonably
require to give effect to the provisions and purposes of this Agreement.

12
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35.

36.

37.

38.

39.

212 -

No Modification: No provision of this Agreement may be changed, modified or
amended other than by an agreement in writing. ’

Enurement: This Agreement shall enure to the benefit of, be binding upon and be
enforceable against the parties to this Agreement and their respective heirs, executors,
administrators, successors and permitted assions. '

Exercise of Rights: Failure by a party to exercise or delay in exercising a right, power or
remedy under this Agreement does not prevent its exercise.

Severability: If the whole or any part of a provision of this Agreement is void,
unenforceable or illegal in a jurisdiction, it is severed for that jurisdiction, The remainder
of this Agreement shall remain in full force and effect and the validity and enforceability
of that provision in any other jurisdiction is not affected. This clause has no affect if this
severance alters the basic nature of this Agreement or is contrary to public policy.

Jurisdiction: This Agreement is governed by and construed in accordance with the laws
of the Province of British Columbia, and the federal laws of Canada applicable in British
Columbia, and each party to this Agreement irrevocably and unconditionally altorns and
submits to the jurisdiction of the courts of British Columbia.

Counterparts: This Agreemcﬁt may be executed in counterparts and delivered as a PDF
attachment to an email, cach of which when so exccuted and delivered shall be deemed to
be an original, and such counterparts together shall constitute one and the same
instrument, and shall be effective as of the date specified on page 1 of this Agreement.

[Intentionally blank - Signature page to follow]
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[N WITNESS WHEREOF, the parties have entered into this Agreement as of the date first

above mentioned.

[Signature Page

CALLIDUS CAPITAL CORPORATION

JECT

Name Davld Reese:
Title: Prasident & Chief Operating Dﬁlcaf

1 have the authority (o bind the Corporation

NORTH AMERICAN TUNGSTEN
CORPORATION LTD.

Per:

?3{26 %&;u /r( lwﬁ]»l

I have the authority to bind the Corporation

QUEENWOOD CAPITAL PARTNERS

11 LLC —
Per: %’/VZ”/ ”””” A,,L et
T N

itle:

7 (,c,!.—' IL £t
1 have the authority to bind the Corporation

FForbearance Agreement July 201 5]
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Forbearance Agreement — Schedule “A”

Current Cash Flow (attached)
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Forbearance Agreement —~ Schedule “B”

CALLIDUS

CAPITAL

EXECUTION VERSION
July 6, 2015

North American Tungsten Corporation Ltd.
#1640 — 118% West Georgia Street
Vancouver, British Columbia

V6E 4A2

Attention: Dennis Lindabhl

RE: Term Sheet - $3 million Senior Secured Super-Priority Debtor-in-Possession Facility
This Term Sheet will provide you with the terms and conditions of the proposed interim financing facility
(the “DIP Facility”) that Callidus Capital Corporation proposes to provide, subject to Court approval of
this Term Sheet. If this Term Sheet is acceptable to you, please sign below and deliver the Structuring

Fee as detailed below.,

DIP Borrower: North American Tungsten Corporation Ltd. (the “DIP Borrower”).

DIP Lender: Callidus Capital Corporation (the “DIP Lender”).
DIP Facility: $3 million multi-draw term loan.

The first draw of $500,000 has been baid on June 29, 2015, All further draws arc
to be made in accordance with the cash flow statements provided by the DIP
Borrower under the Forbearance Agreement.

Intercst: The DIP Facility will bear interest at 21% per annum payable in cash by the DIP
Borrower on the last day of each month.

Additional default interest of 2% per annum applies following a payment default.
Structuring Fee: - 330,000

Term: The earlier of November 15, 2015 and the end of the stay of proceedings in the
CCAA Proceeding, with the possibility of monthly extensions subject to credit
committee approval and the DIP Borrower paying the DIP Lender an extension
fee in the amount of $10,000 per month (the last day of the Term shall be referred
to as the “Maturity Date”™). '

181 BAY STREET
SUITE 4820, P.O. BOX 792
BAY WELLINGTON TOWER -~ BROOKFIELD PLACE
TORONTO, ONTARIO, CANADA -

MS&J 2T3
VANGL: 3954823: v6
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Security:

Repayment:

" Use of Proceeds:

Covenants;

Reporting:

Expenses:

VANOL: 3954823: v6

D

The-DIP Facility shall be secured by:

(a) a super-priority lien and claim to be granted by way of court order of the
British Columbia Supreme Court in the proceeding (the “CCAA
Proceeding”) commenced by the DIP Borrower under the Canadian
Companies' Creditors Arrangement Act (the “CCAA™), over all of the
assets of the DIP Borrower (including without limitation, the Mactung
mine and all assets related thereto);

(b) a general security agreement providing a first ranking charge on all
present and after acquired property of the DIP Borrower (including
without limitation, the Mactung mine and all assets related thereto),
which shall be perfected under the provisions of the Personal Property
Security Act in British Columbia, Yukon and the Northwest Territories by
registration of a financing statement in respect of the security interest
created by the general security agreement in the British Columbia, Yukon
and Northwest Territories Personal Property Registries; and,

(c) such other security as the DIP Lender and its solicitors may deem
necessary, including but not limited to, a first ranking charge over the
equipment of the DIP Borrower, subject to section 11.8 claims, over the
mining claims of the DIP Borrower and all permits and licenses related to
the Cantung Mine and the Mactung Property (as defined in the Initial

Order), and any present and after acquired concentrate and inventory from
the Cantung Mine
(collectively, the “Security”).

Repayment at any time upon the earliest to occur of:

(a) the Maturity Date;

(b) an Event of Default (as defined below);

(c) dismissal or termination of the CCAA Proceeding; and

(d) the commencement of any proceeding (a “BIA Proceeding”) pursuant to
the Bankruptcy and Insolvency Act (Canada), or the conversion of the
CCAA Proceeding into a BIA Proceeding, or the commencement of any
similar proceeding in any jurisdiction. '

To pay for the costs and expenses related to the CCAA Procceding and the
approved (by DIP Lender) budget expenditures.

Compliance with certain specifically identified line items in the cash flow
attached to the forbearance agreement between the DIP Lender, the DIP Borrower
and Queenwood Capital Partners I LLC (the “Forbearance Agreement”), and to
a 13-week cash flow forecast to be provided in accordance with the Forbearance
Agreement (provided that variances to line items shall be permitted, provided the
net cash flow line item will not vary by more than $50,000 unless specifically
authorized by Callidus in writing), reported and tested weekly.

As set out in the Forbearance Agreement.

All reasonable and documented out-of-pocket fees and expenses of the DIP
Lender, including without limitation all reasonablc and documented fees and
expenses of outside counsel in connection with the DIP Facility, including in
connection with due diligence by the DIP Lender associated with the preparation,
execution and delivery, waiver or modification, and enforcement of the

18



Conditions
Precedent

Events of Default:

VANOI: 3954823: v6

3

documentation contemnplated hereby, are to be paid by the DIP Borrower.

Usual and customary forthis type of transaction, including:

(a)
(b)

©

approval of the transaction by the DIP Lender’s Credit Committee;

the DIP Lender being satisfied in its sole discretion that therc has been
no material deterioration of the DIP Borrower’s business prior 1o closing;
and

completion of DIP Credit Agreement and security in form and substance
satisfactory to DIP Lender.

Each of the following events constitutes an “Event of Default” under this Term
Sheet, whether any such Event of Default shall be voluntary or involuntary or be
effected by operation of law or pursuant to or in compliance with any judgment,
decree or order of any court or any order, rule or regulation of any governmental
authority: .

(2)
(b)

©

C))
O

Payment: The DIP Borrower fails to make any payment of fees, interest
or principal when due and payable under this Term Sheet;

Breach of default of the DIP Borrower: The DIP Borrower commits a
material breach of, or defaults in the due and prompt performance or
observance of any of its covenants, conditions or obligations pursuant to
this Term Sheet or any other document executed by the DIP Borrower in
relation to this Term Sheet, and such breach is not remedied within 10
days of the DIP Lender delivering written notice of the breach.
Change of Monitor: There is a change in the party appointed by the
Court in the CCAA Proceedings as monitor of the DIP Borrower without
the prior written consent of the DIP Lender.

Breach of Orders: The DIP Borrower is in violation of, or non-
compliance with, any order issued under the CCAA Proceedings.

Orders: There is a further amendment to or variation of the Initial Order

~ or the DIP Order that the DIP Lender, acting reasonably, does not consent

®

(8)

(h)

0]

)

to. . .
Proceedings: Except as pefmitted by the Initial Order, any proceeding is
taken or commenced by any creditor against the DIP Borrower or.its
assets and such is not remedied within seven days thereof,

Failure to Pay: The DIP Borrower fails to pay any claims ranking in
priority to the DIP Lender’s Charge when such claims come due and such
failure is not remedied within 10 days thereof. ,

Jeopardy: The DIP Lender, in good faith and on commercially
reasonable grounds, believes that the prospect of payment or performance
of any of the DIP Borrower's obligations under this Term Sheet or under
the Sccurity is impaired.

Administration Charge: The Administration Charge (as defined in the
Initial Order) exceeds $500,000 without the prior written consent of the
DIP Lender,

Reporting: Failure of the DIP Borrower to provide the reporting as
required by and set out in the Forbearance Agreement.

Upon the occurrence of an Event of Default, the DIP Facility will become
immediately due and owing, and Callidus shall be permitted to immediately apply
for the appointment of a Receiver or to assign the DIP Borrower into bankruptcy.
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Costs:

Counterparts:

Closing:

b

Whether or not the loan pursnant to this Term Sheet is made, the DIP Borrower
will reimburse the DIP Lender for all reasonable costs incurred by the DIP
Lender, directly or indirectly, including without limitation, the time spent by the

_ DIP Lender’s personnel, at a rate based on the DIP Lender’s normal hourly rates,

the expenses of the DIP Lender’s personnel, including reasonable travel expenses,
and all legal fees and disbursements actually incurred by the DIP Lender in
vespect of the DIP Facility (including preparation of this Term Sheet), the
enforcement and preservation of the DIP Lender’s rights and remedies under this
Term Sheet and the Security and preparation of any valuation of the assets of the
DIP Borrower (collectively, the “Costs™), The DIP Lender shall be entitled to
deduct the Costs from the draws made on the DIP Facility.

This Term Sheet and all related documents, may be executed in any number of
counterparts and delivered electronically (including as a PDF attachment to an
email), each of which when so executed and delivered shall be deemed to be an
original and all taken together will constitute one and the same document.

No later than July 8, 2015,

This Term Sheet is open for acceptance until the close of business (in Vancouver) on July 7, 2015. Upon
acceptance by the DIP Borrower, this Term Sheet shall be deemed to be the Loan Agreement (Intcrim
Financing) between the DIP Borrower-and the DIP Lender.

ACCEPTED THIS DAY OF JULY 2015

CALLIDUS CAPITAL CORPORATION NORTH AMERICAN TUNGSTEN

Per: //@ r‘@ﬂ,&g Per:

CORPORATION LTD.

Titer David Reese Name:
e o Title:
Prosident & Chiet Operating Officer
1 have the authority to bind the Corporation I have the authority to bind the Corporation

VANGL: 3954823: v6
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Forbearance Agreement - Schedule "C"
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Cantung Equipment

Detatiad Usling —~ Catlidus Collateral
Bouren: Moy 2015 Hiko-Caidus Appraissi
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Cantung Equipment

Detaited Listing «~ Caltidus Coltsteral
Source. May 2015 Haco-Calidus Appraisal
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THIS IS EXHIBIT “B” REFERRED TO IN THE AFFIDAVIT OF
CRAIG LAWRENCE BOYER MADE BEFORE ME ON THE
lz" DAY OF NOVEMBER, 2015
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CALLIDUS

CAPITAL

EXECUTION VERSION
July 6, 2015

North American Tungsten Corporation Ltd.
#1640 ~ 1188 West Georgia Street
Vancouver, British Columbia

VGE 4A2

Altention: Dennis Lindahl

RE: Term Sheet - $3 million Senior Secured Super-Priority Debtor-in-Possession Facility
This Term Sheet will provide you with the terms and conditions of the proposed interint financing facility
(the “DIP Facility™) that Callidus Capital Corporation proposes to provide, subject to Court approval of

this Term Sheet. If this Term Sheet is acceptable to you, please sign below and deliver the Structuring
Fee as detailed below.

DIP Borrower: North American Tungsten Corporation Ltd. (the “DIP Borrower”).
DIP Lender: Callidus Capital Corporation (the “DIP Lender™).
DIP Facility: $3 million multi-draw term loan.

The first draw of $500,000 has been paid on June 29, 2015. All further draws are
to be made in accordance with the cash flow statements provided by the DIP
Borrower under the Forbearance Agreement.

Interest: The DIP Facility will bear interest at 21% per annum payable in cash by the DIP
Borrower on the last day of each month. '

Additional default interest of 2% per annum applies following a payment default.

Structuring Fee: $30,000

Term: The earlier of November 15, 2015 and the end of the stay of proceedings in the
CCAA Proceeding. with the possibility of monthly extensions subject to credit
committee approval and the DIP Borrower paying the DIP Lender an extension
fee in the amount of $10,000 per month (the last day of the Term shall be referred
to as the “Maturity Date”).

181 BAY STREET
SUITE 4820, PO, BOX 782
BAY WELLINGTON TOWER ~ BROOKFIELD PLACE
TORONTO. ONTARIQ, CANADA -

M54 273
VAN 3954823 46

32



Security:

Repayment:

Use of Proceeds:

Cavenants:

Reporting:

Expenses:

VANG: 3954823 v6

The DIP Facility shall be secured by:

(a) a super-priority lien and claim to be granted by way of court order of the
British Columbia Supreme Court in the proceeding (the “CCAA
Proceeding”} commenced by the DIP Barrower under the Canadian
Companies’ Creditors Arrangement Act (the “CCAA™), over all of the
assets of the DIP Borrower (including without limitation, the Mactung
mine and all assets related thereto);

(b) a general security agreement providing a first ranking charge on all
present and after acquired property of the DIP Borrower (including
without limitation, the Mactung mine and all assets related thereto),

which shall be perfected under the provisions of the Personal Property .

Security Aet in British Columbia, Yukon and the Northwest Territories by
registration of a financing statement in respect of the security interest
created by the general security agreement in the British Columbia, Yukon
and Northwest Territories Personal Property Registries; and,

(c) such other security as the DIP Lender and its solicitors may deem
necessary, including but not limited to, a first ranking charge over the
equipment of the DIP Borrower, subject to section 11.8 claims, over the
mining claims of the DIP Borrower and all permits and licenses related to
the Cantung Mine and the Mactung Property (as defined in the Initial
Order), and any present and after acquired concentrate and inventory from
the Cantung Mine
(collectively, the “Security™).

Repayment at any time upon the earliest to occur of:

(a) the Maturity Date;

(b) an Event of Default (as defined below);

(¢) dismissal or termination of the CCAA Proceeding; and

(d) the commencement of any proceeding (a “BIA Proceeding”) pursuant to
the Bankruptcy and Insolvency Act {Canada), or the conversion of the
CCAA Proceeding into a BIA Proceeding, or the commencement of any
similar proceeding in any jurisdiction.

To pay for the costs and expenses related to the CCAA Proceeding and the
approved (by DIP Lender) budget expenditures.

Compliance with certain specifically identified line items in the cash flow
attached to the forbearance agreement between the DIP Lender, the DIP Borrower
and Queenwood Capital Partners 11 LLC (the “Forbearance Agreement™), and to
a 13-week cash flow forecast to be provided in accordance with the Forbearance
Agreement (provided that variances to line items shall be permitted, provided the
net cash flow line item will not vary by more than $50,000 unless specifically
authorized by Callidus in writing), reported and tested weekly.

As set out in the Forbearance Agreement.

All reasonable and documented out-of-pocket fees and expenses of the DIP
Lender, including without limitation all reasonable and documented fees and
expenses of outside counsel in connection with the DIP Facility, including in
connection with due diligence by the DIP Lender associated with the preparation,
execution and delivery, waiver or modification, and enforcement of the
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Events of Default:

VANGOL 3054823040
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documentation contemplated hereby, are to be paid by the DIP Borrower.

‘Usual and customary for this type of transaction, including:

(a) approval of the transaction by the DIP Lender’s Credit Committee:

(by the DIP Lender being satisfied in its sole discretion that there has been
no material deterioration of the DIP Borrower’s business prior to closing;
and

(¢) completion of DIP Credit Agreement and security in form and substance
satisfactory to DIP Lender.

Each of the following events constitutes an “Event of Default” under this Term
Sheet, whether any such Event of Default shall be voluntary or involuntary or be
effected by operation of law or pursuant to or in compliance with any judgment,
decree or order of any court or any order, rule or regulation of any governmental
authority:

(a) Payment: The DIP Borrower fails to make any payment of fees, interest
or principal when due and payable under this Term Sheet;

(b) Breach of default of the DIP Borrower: The DIP Borrower commits a
material breach of, or defaults in the due and prompt performance or
observance of any of its covenants, conditions or obligations pursuant to
this Term Sheet or any other document executed by the DIP Borrower in
relation to this Term Sheet, and such breach is not remedied within 10
days of the DIP Lender delivering written notice of the breach.

(c) Change of Monitor: There is a change in the party appointed by the
Coutt in the CCAA Proceedings as monitor of the DIP Borrower without
the prior written consent of the DIP Lender.

(d) Breach of Orders: The DIP Borrower is in violation of, or non-
compliance with, any order issued under the CCAA Proceedings.

(e) Orders: There is a further amendment to or variation of the Initial Order
or the DIP Order that the DIP Lender, acting reasonably, does not consent
to.

() Proceedings: Except as permitted by the Initial Order, any proceeding is
taken or commenced by any creditor against the DIP Borrower or its
assets.and such is not remedied within seven days thereof.

(g) Failure to Pay: The DIP Borrower fails to pay any claims ranking in
priority to the DIP Lender’s Charge when such claims come due and such
failure is not remedied within 10 days thereof.

(h) Jeopardy: The DIP Lender, in good faith and on commercially
reasonable grounds, believes that the prospect of payment or performance
of any of the DIP Borrower’s obligations under this Term Sheet or under
the Security is impaired.

(i) Administration Charge: The Administration Charge (as defined in the
Initial Order) exceeds $500,000 without the prior written consent of the
DIP Lender. .

(j) Reporting: Failure of the DIP Borrower to provide the reporting as
required by and set out in the Forbearance Agreement.

Upon the occurrence of an Event of Default, the DIP Facility will become
immediately due and owing, and Callidus shall be permitted to immediately apply
for the appointment of a Receiver or to assign the DIP Borrower into bankruptcy.



Costs:

Counterparts:

Closing:

—dh

Whether or not the loan pursuant to this Term Sheet is made, the DIP Borrower
will reimburse the DIP Lender for all reasonable costs incurred by the DIP
Lender, directly or indirectly, including without limitation, the time spent by the
DIP Lender's personnel, at a rate based on the DIP Lender’s normal hourly rates,
the expenses of the DIP Lender’s personnel, including reasonable travel expenses,
and all legal fees and disbursements actually incurred by the DIP Lender in

" respect of the DIP Facility (including preparation of this Term Sheet), the

enforcement and preservation of the DIP Lender’s rights and remedies under this
Term Sheet and the Security and preparation of any valuation of the assets of the
DIP Borrower (collectively, the “Costs™). The DIP Lender shall be entitled to
deduct the Costs from the draws made on the DIP Facility.

This Term Sheet and all related documents, may be executed in any number of
counterparts and delivered electronically (including as a PDF attachment to an

email). each of which when so executed and delivered shall be deemed to be an.

original and all taken together will constitute one and the same document.

No later than July 8, 2015,

This Term Sheet is open for acceptance until the close of business (in Vancouver) on July 7, 2015. Upon
acceptance by the DIP Borrower, this Term Sheet shall be deemed to be the Loan Agreement (Interim
Financing) between the DIP Borrower and the DIP Lender.

" ACCEPTED THIS _ DAY OF JULY 2015

CALLIDUS CAPITAL CORPORATION NORTH AMERICAN TUNGSTEN

CORPORATION LTD.

Per: A@ ‘ % 00///7{ . Per: /

g DavidRetee’ * e D s M Landlgh ]
Title:  prgsident & Chiet Oparating Officer Title: ~ ="
I have the authority to bind the Corporation ) I have the authority to bind the Corporation

VANOI- 3954823 vb
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THIS IS EXHIBIT “C" REFERRED TO IN THE AFFIDAVIT OF
CRAIG LAWRENCE BOYER MADE BEFORE ME ON THE
[(.*"DAY OF NOVEMBER, 2015
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Skelly, William E.J.

From: Skelly, William E.J.

Sent: October-22-15 8:49 AM

To: Martin, Todd

Cc: Buttery, Mary (mary.buttery@dlapiper.com); Kibben Jackson; Boyer Craig
Subject: Re: North American Tungsten Corporation Ltd. - Amended SISP

Just to ensure there is no confusion on the termination of the SISP, Callidus did not request a termination of the

SISP. As it was explained to us in the meeting yesterday, the Monitor made this decision on the basis that the GNWT
would oppose a sale to at the $4.0 million offer price and there may have been some conditions in the offer
which would have been difficult to deal with. As the offer would have been sufficient to payout the DIP, Callidus
would have supported an application to approve the sale to

Bill
Sent from my iPhone

On Oct 22, 2015, at 8:38 AM, Martin, Todd <tmartin@alvarezandmarsal.com> wrote:

Bill/Mary, further to our meeting yesterday and discussions surrounding the Amended SISP, please find
a copy of a notification of the termination of the Amended SISP that the Monitor’s counsel sent to the
respective bidders late yesterday afterncon. The email below is directed to counsel for” -and
select representatives. The notices that went to the other unsuccessful bidders were
identical to the email below.

The Monitor plans to post a note of its website today confirming the termination of the Amended SISP
and will file an information report with the Court shortly.

Regards,
Todd

Todd M. Martin

Managing Director

Alvarez & Marsal Canada ULC
Commerce Place

400 Burrard Street, Suite 1680
Vancouver, BCV6C 3A6
Direct: 604.638.7445

Mobile: 778.918.0110

www . alvarézandmarsal.com

From: Kibben Jackson [mailto:kjackson@fasken.com]
Sent: Wednesday, October 21, 2015 5:14 PM
To:

Cc: Martin, Todd; Powell, Tom; Beveridge, Callum
Subject: North American Tungsten Corporation Ltd. - Amended SISP



We write in our capacity as counsel for the Monitor and concerning the Amended Sale and Investment
Solicitation Process.

At the outset, the Monitor and the Financial Advisor would like to thank your client for submitting a bid
in a timely manner, and for their patience in awaiting the Monitor’s advice as to the outcome of the
Amended SISP,

Since receiving bids, the Manitor has been in communication with NATC and its primary stakeholders,
Callidus Capital Corporation and the Government of the Northwest Territories (“GNWT”). The Monitor
has concluded its discussions with the stakeholders regarding the bids and the Amended SISP generally,
and we advise that, as a result of those discussions, the Monitor has determined that none of the bids
received are likely to result in a transaction being consummated. Accordingly, as contemplated by
paragraph 24 if the Amended SISP, we advise that the Monitor is terminating the Amended SISP
effective immediately.

The Monitor will be making arrangements to return your client’s deposit within the next five business
days. Please advise whether the deposit should be paid by way of bank draft or by wire (in which case,
please provide wire details).

The Monitor will continue to consult with NATC and its stakeholders regarding next steps and will report
to the Court in that regard, including the outcome of the Amended SISP, in due course.

Again, thank you for your participation in the Amended SISP. Please feel free to call if you have any
questions or wish to discuss the foregoing.

Sincerely,

Kibben Jackson | Partner
T. +1 604 631 4786 | M. +1 604 603 0875 | F. +1 604 632 4786
kjackson@fasken.com | hitp://www.fasken.com/en/kibben-jackson

Fasken Martineau DuMoulin LLP .
2900 - 550 Burrard Street, Vancouver, British Columbia V6C 0A3 <image001.gif>

<image002.gif>

This email contains privileged or confidential information and is intended only for the named recipients. If you have received this email in
error or are not a named recipient, please notify the sender and destroy the email. A detailed statement of the terms of use can be found at

the following address http://www fasken.com/termsofuse email/.

Ce message contient des renseignements confidentiels ou privilégiés et est destiné seulement & la personne & qui il est adressé, Sivous avez
regu ce courriel par erreur, S.V.P. le retourner a l'expéditeur et le détruire. Une version détaillée des modalités et conditions d'utilisation se
retrouve a l'adresse suivante http.//www.fasken.com/fr/termsofuse email

&S s that is PRIVILEGED and
3, vou are hereby notified that any dissemination of this
sited, T you have received this cormmmunication in error, please srase all copies of
and notify us immediately,

his message is inteng

CONFIDENTIAL
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THIS IS EXHIBIT “D” REFERRED TO IN THE AFFIDAVIT OF
CRAIG LAWRENCE BOYER MADE BEFORE ME ON THE
I DAY OF NOVEMBER, 2015

Nl

A COMM‘T‘S@ONER FO G AFFIDAVITS FOR
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Skelly, William E.J.
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From: Kibben Jackson <kjackson@fasken.com>

Sent: October-23-15 2:55 PM

To: Skelly, William EJ.

Cc: Boyer Craig

Subject: Re: In the Matter of the CCAA and North American Tungsten Corporation | Action No.
S-154746

| don't think that's necessary.

Kibhen Jackson | Partner
T. +1 604 631 4786 | F. +1 604 632 4786
kjackson@fasken.com | www.fasken.com

Fasken Martineau DuMoulin LLP
2000 - 550 Burrard Street, Vancouver, British Columbia V6C 0A3

On Oct 23, 2015, at 2:50 PM, Skelly, William E.J. <WSkelly@blg.com> wrote:

Just saw the report. Why did the Monitor not articulate the position of Callidus?
Sent from my iPhone ‘

On Oct 23, 2015, at 1:58 PM, Nina Wolf <nwolf@fasken.com> wrote:

To the Service List:

Attached please find, for service on you, the Tenth Report of the Monitor dated
October 23, 2015. A court-stamped copy will be circulated in due course.

Kindly,

Nina Wolf | Legal Administrative Assistant
T. +1 604 631 3131, 3585 | F. +1 604 631 3232
nwolf@fasken.com | www.fasken.com

Fasken Martineau DuMoutin LLP ] .
2900 - 550 Burrard Street, Vancouver, British Columbia V6C 0A3 <image001 gif>

<image002.gif>

This email contains privileged or confidential information and is intended only for the named recipients. If you have
received this email in error or are not a named recipient, please notify the sender and destroy the email. A detailed
statement of the terms of use can be found at the following address http: www.fasken.com/termsofuse email/,

Ce message contient des renseignements confidentiels ou privilégiés et est destiné seulement & la personne & qui il est
adressé. Si vous avez regu ce courriel par erreur, SV.P. le retourner & 'expéditeur et le détruire. Une version détaillée
des modalités et conditions d’utilisation se retrouve ¢ I'adresse sufvante

http:/fwww faskencom/fr/termsofuse email/.

<90551112 v(1) Tenth Report of the Monitor dated October 23, 2015
UNFILED.PDE>
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