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INTRODUCTION

On June 9, 2015, on the application of North American Tungsten Corporation Ltd. (the
“Company” or “NATC”), the Supreme Court of British Columbia (the “Court”) made an order
(the “Initial Order™) granting a stay of proceedings (the “Stay of Proceedings”) against or in
respect of the Company and its assets until July 9, 2015 (the “Stay Period™) pursuant to the
provisions of the Companies' Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the
"CCAA"). The proceedings brought by the Company under the CCAA will be referred to herein
as the “CCAA Proceedings”.

Pursuant to the Initial Order, Alvarez & Marsal Canada Inc. ("A&M" or the "Monitor") was

appointed as Monitor of the Company in the CCAA Proceedings.

The Initial Order along with select application materials and other documents filed in the CCAA

Proceedings are posted on the Monitor’s website at www.alvarezandmarsal.com/northamerican

(the “Monitor’s Website”).

On July 9, 2015, the Court granted an order extending the Stay of Proceedings to July 17, 2015

and confirming, amending and restating the Initial Order as well as an order authorizing and

empowering NATC to:

a) enter into a forbearance agreement with Callidus Capital Corporation (*Callidus”); and

b) enter into, and borrow $2.5 million under, a credit facility to be provided by Callidus to be
secured by a super priority charge over all of the assets of NATC (the “Interim Financing
Facility™).

On July 17, 2015, the Court granted an order (the “SISP Order”) extending the Stay of

Proceedings to October 31, 2015 and approving and authorizing NATC to, among other things,

conduct a sale and investment solicitation process (“SISP”) in respect of the Company, its

business and/or its assets. In accordance with the terms of the SISP, the Company retained

Alvarez & Marsal Canada Securities ULC (“A&M Securities” or the “Financial Advisor”) to

act as its financial advisor to assist the Company in conducting the SISP.

On July 31, 2015, Mr. Justice Butler made an order (the “Set Off Order™):

a) declaring that Global Tungsten & Powders Corp. (“GTP”), one of two major customers of
NATC, has a valid right of set off with respect to amounts due to the Company for post-filing
shipments of tungsten concentrate and amounts advanced to the Company under a pre-filing
loan agreement; and

b) staying GTP from exercising its right of set off during the Stay Period.

GTP sought leave to appeal the Set Off Order to the British Columbia Court of Appeal (the

“BCCA”) and for a stay of the Set Off Order. On August 12, 2015, the BCCA denied GTP’s
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applications for leave to appeal and for a stay. GTP subsequently applied to a panel of the BCCA
to vary that order, which application was denied on September 30, 2015.

On August 20, 2015, the Court granted an order authorizing and empowering NATC to enter into,
and borrow up to $2.5 million under, a revolving credit facility to be provided by Callidus (the
“AR Financing Facility”) to finance accounts receivable owed to NATC by GTP, secured by a

super priority charge over all the assets of NATC in the amount of $2.5 million.

On September 14, 2015, the Court granted an order varying the SISP Order and approving an
amended sale and investment solicitation process (the “Amended SISP”) pursuant to which the

Monitor assumed conduct of the Solicitation Process (as that term is defined in the SISP Order).

On October 9, 2015, the Court granted an order extending the Stay of Proceedings to November
30, 2015.

In accordance with the terms of the Amended SISP, a number of bids were delivered to the
Monitor by September 30, 2015. The Monitor, in consultation with two of the Company’s senior
secured creditors, Callidus and the Government of the Northwest Territories (“GNWT”),
considered each of the bids and determined that none of the bids received were likely to result in
a transaction being consummated. Accordingly, the Monitor terminated the Amended SISP
effective October 21, 2015, notified each bidder of the termination and posted notice of the

termination on the Monitor’s Website.

On November 9, 2015, the Company filed a Notice of Application returnable on November 16,
2015 seeking orders extending the Stay of Proceedings to March 31, 2016 (the “Extension

Order”) and enhancing the powers of the Monitor (the “Enhancement of Powers Order”).

On November 9, 2015, GNWT filed a Notice of Application returnable on November 16, 2015
seeking an order (the “Mactung Credit Bid Order”) approving the sale of the Company’s
Mactung property to GNWT, in part by way of offset of a portion of the secured debt owing to
GNWT by NATC (the “Mactung Credit Bid”).

On November 10, 2015, the Company filed an Amended Notice of Application (amending the
Notice of Application filed on November 9, 2015) seeking an additional order (the “Second
Administration Charge Order”) creating a “Second Administration Charge” to secure payment
of the fees and disbursements of the Monitor and its legal counsel incurred after November 16,
2015.

On November 10, 2015, the Company filed a Notice of Application returnable on November 16,
2015 seeking an order (the “Redundant Equipment Order”) lifting the stay of proceedings so as

4.
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to permit the return of certain equipment that will not be required for the Company’s care and

maintenance operations at the Cantung mine.
PURPOSE OF REPORT

The purpose of this Eleventh Report of the Monitor (the “Eleventh Report™) is to provide the

Court and the Company’s stakeholders with:

a) an update on the Company’s operations and the transition of the Cantung mine to care and
maintenance;

b) acomparison of actual cash receipts and disbursements for the period June 9, 2015 to
November 6, 2015 to those forecast in the sixth cash flow statement (the “Sixth Cash Flow
Statement”) which was included in the Ninth Report of the Monitor dated October 13, 2015;

c) acash flow statement (the “Transition Cash Flow Statement”) prepared by the Company
for the 29 week period ending December 25, 2015 and reflecting the cash receipts and
disbursements anticipated to be incurred by the Company in relation to its operations and
transition to care and maintenance as well as the key assumptions on which the Transition
Cash Flow Statement is based;

d) a cash flow statement (the “Care and Maintenance Cash Flow Statement”) for the 20 week
period ending April 1, 2016 prepared by the Company and reflecting the cash disbursements
anticipated to be incurred by the Company after its transition to care and maintenance as well
as the key assumptions on which the Care and Maintenance Cash Flow Statement is based,

e) information concerning the Company’s application for the Extension Order, the Enhancement
of Powers Order, the Second Administration Charge Order and the Redundant Equipment
Order;

f) information concerning GNWT’s application for the Mactung Credit Bid Order; and

g) the Monitor’s recommendations with respect to the above-referenced applications.

TERMS OF REFERENCE

In preparing this report, A&M has necessarily relied upon unaudited financial and other
information supplied, and representations made to it, by certain senior management of the
Company (“Management”). Although this information has been subject to review, A&M has
not conducted an audit or otherwise attempted to verify the accuracy or completeness of any of
the information prepared by Management or otherwise provided by the Company. Accordingly,
A&M expresses no opinion and does not provide any other form of assurance on the accuracy
and/or completeness of any information contained in this report, or otherwise used to prepare this

report.
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Certain of the information referred to in this report consists of financial forecasts and/or
projections prepared by Management. An examination or review of financial forecasts and
projections and procedures as outlined by the Chartered Professional Accountants of Canada has
not been performed. Readers are cautioned that since financial forecasts and/or projections are
based upon assumptions about future events and conditions that are not ascertainable, actual
results will vary from those forecast and/or projected and the variations could be material.
Unless otherwise stated, all monetary amounts contained in this Eleventh Report are expressed in

Canadian dollars.
UPDATE ON OPERATIONS

The Company has discontinued production at the Cantung mine. The last day of operations at the
mill was October 26, 2015. Following shutdown of the mill, the Company has undertaken a

number of tasks to transition the mine to care and maintenance including:

a) preparing and shutting down the underground mine;

b) performing water treatment and environmental inspections;
¢) performing tailings pond inspections;

d) deactivating the surface mining area;

e) winterizing buildings and water systems;

f) maintaining and winterizing equipment;

g) disposing of surplus acid, reagents and chemicals inventory;
h) preparing equipment for storage; and

i) preparing final product shipments.

The Company has advised the majority of its remaining mine employees that their last day of
work will be November 18, 2015. Eight employees have been retained by the Company to assist
with care and maintenance operations going forward and four additional employees have been
retained until November 25, 2015 to conclude shutdown of certain infrastructure and the waste

water treatment plant.

The Company’s head office employees have been advised that the corporate offices of NATC
will be shuttered and three employees have been terminated effective November 30, 2015. Four
head office employees will continue to be employed by the Company to assist the Monitor
through December 2015. Two executives, the Chief Executive Officer and Chief Financial
Officer, are expected to resign as officers and directors of NATC effective November 16, 2015

upon the granting of the Enhancement of Powers Order.

-6-
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MVLWB Water License — Cantung Mine

The Company has been working with the Mackenzie Valley Land and Water Board
(“MVLWB”), including making submissions in respect of the Company’s application to renew
the Water License for the Cantung mine which is currently due to expire in late January 2016.
On November 3, 2015, the Company submitted its closing statements to the MVLWB on its ten
year renewal application for the Water License. The Company has also made a request of the
MVLWB that a public hearing be held to consider extending the Water License for a period of
four months to May 29, 2016 to provide additional time to decide the best path forward while the
Cantung mine is in care and maintenance. On November 12, 2015 the Company received two
letters from the MVLWB in respect of the renewal of the Water License. The Company is

considering its response to these letters, and given the timing the Monitor has yet to formulate a

view on the letters.
CASH FLOW VARIANCE ANALYSIS

The Monitor has undertaken weekly reviews of the Company’s actual cash flow in comparison to
that contained in the Sixth Cash Flow Statement. The Company’s actual cash receipts and
disbursements as compared to the Sixth Cash Flow Statement for the period from June 9, 2015 to

November 6, 2015 (the “Initial Period™) are summarized below:



5.2

North American Tungsten Corporation Ltd.

Unaudited Summary of Actual Versus Forecast Cash Flows
For the period June 9, 2015 to November 6, 2015

(5000's)
June 9, 2015 to November 6, 2015
Actual Forecast Variance
Cash Flow from Operations
Collection of accounts receivable $ 16963 $ 17,803 $ (840)
Other receipts 471 372 99
Employee costs - mine site (8,075) (7,952) (123)
Operating disbursements (8,586) (8,845) 259
Net cash flow from operations 773 1,378 (605)
Employee costs - head office (514) (530) 16
Head office disbursements (767) (672) (95)
Reclamation costs (55) (55) -
Development costs - Mactung (55) 3D 29
Restructuring professional fees (1,761) (2,106) 345
(3,152) (3.394) 242
Net Cash Flow Before Financing (2,379) (2,016) (363)
Net Cash Flow From Financing
Proceeds from interim financing 3,000 3,000 -
Proceeds from AR Financing Facility 883 1,170 (287)
Interim financing fees and interest (192) (233) 41
AR financing fees and interest 8) (29) 21
Principal and interest on existing Callidus loans (1,668) (2,037) 369
Net cash flow from financing 2,015 1,871 144
Net Cash Flow (364) (145) (219)
Cash Position
Opening Cash Position 626 626 -
Closing Cash Position $ 262 % 481 § (219)

In summary, the Company experienced a net unfavourable cash flow variance of $219,000 for the

Initial Period. The principal components of the variance are described below:

a) collections of accounts receivable were approximately $840,000 lower than forecast,
primarily due to timing differences as a result of a delay in shipments to GTP while the
Company sought an order confirming that the stay in respect of GTP’s rights of setoff would
be extended beyond October 31, 2015;

b) mine operating disbursements were approximately $259,000 lower than forecast as a result of

efforts to manage cash flow in light of the delayed shipments to GTP;
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¢) restructuring professional fees were $345,000 lower than forecast as the Company did not
have sufficient liquidity to make scheduled catch up payments towards professional fee
arrears;

d) proceeds from the AR Financing Facility were $287,000 lower than forecast as Callidus
declined to approve a funding request for the re-advance of an amount collected from GTP
and repaid to Callidus;

e) head office disbursements include a $140,000 payment for long tail directors and officers
insurance; and

f) principal and interests payments on the pre-filing Callidus loans were $369,000 lower than
forecast as the Company did not have sufficient liquidity to make the monthly principal and

interest payment that was due at October 31, 2015.

Restructuring professional fees paid by the Company during CCAA Proceedings to date are

summarized as follows:

North American Tungsten Corporation Ltd.
Summary of Professional Fees

For the period June 9, 2015 to November 6, 2015

($000's)
Vendor Taxes Total

Dentons Canada LLP (Counsel to the Company) $ 681 $ 25§ 83 $ 789
Alvarez & Marsal Canada Inc. (Monitor) 388 3 20 411
Alvarez & Marsal Canada Securities ULC (Financial Advisor) 207 3 9 219
Fasken Martineau DuMoulin LLP (Counsel to the Monitor) 115 3 14 132
Borden Ladner Gervais LLP (Counsel to Callidus) 137 4 17 158
Gowling Lafleur Henderson LLP 38 - 3 41
Other 11 - - 11
Total $ 1,577 § 38 § 146 $ 1,761

As at November 9, 2015, outstanding restructuring professional fees (net of retainers) totalled
$393,000 not including accrued fees not yet billed. Other priority payables (primarily employee
related remittances) as at November 9, 2015 totaled $117,000.

TRANSITION CASH FLOW STATEMENT

Management has prepared the Transition Cash Flow Statement which sets out the Company’s
anticipated expenditures for the seven week period from November 7, 2015 to December 25,
2015 (the “Transition Period™), during which time the Company will be transitioning its
operations to care and maintenance. A copy of the Transition Cash Flow Statement is attached as
Appendix “A”. Receipts and disbursement following the transition to care and maintenance are

included in the Care and Maintenance Cash Flow Statement which is described in section 8.0.

-9.



A summary of the Transition Cash Flow Statement is set out in the table below:

North American Tungsten Corporation Ltd.
Transition Cash Flow Statement

For the period June 9, 2015 to December 25,2015

($000's)
June 9to  November7 to
November 6 December 25
Actual Forecast Total

Cash Flow from Operations

Collection of accounts receivable $ 16963 $ 2612 §$ 19,575

Other receipts 471 55 526

Employee costs - mine site (8,075) (707) (8,782)

Operating disbursements (8,586) (177 (8,763)

Net cash flow from operations 773 1,783 2,556

Employee costs - head office (514) 3D (545)

Head office disbursements (767) (193) (960)

Reclamation costs (55) - (55)

Development costs - Mactung (55) - (55)

Restructuring professional fees (1,761) (413) (2,174)

(3,152) (637) (3,789)

Net Cash Flow Before Financing 2,379 1,146 (1,233)
Net Cash Flow From Financing

Proceeds from interim financing 3,000 - 3,000

Proceeds from AR Financing Facility 883 (883) -

Interim financing fees and interest (192) (86) (278)

AR financing fees and interest ®) 29 B7

Principal and interest on existing Callidus loans (1,668) - (1,668)

Contingency - (75) (75)

Net cash flow from financing 2,015 (1,073) 942
Net Cash Flow (364) 73 (291)
Cash Position

Opening Cash Position 626 262 626
Closing Cash Position $ 262 $ 335§ 335

Following is additional information concerning the anticipated receipts and disbursements during

the Transition Period:

a) collection of accounts receivable of $2.6 million represents approximately $2.2 million of
collections from GTP for shipments of tungsten concentrate made in October 2015 and

$376,000 from sales to other customers. The Transition Cash Flow Statement has been

-10 -
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prepared based on the assumption that accounts receivable from GTP will be collected within
30 days of shipment in accordance with the terms of the supply agreement. The last payment
from GTP is due to be received during the week ending December 4, 2015;

b) employee costs for the Cantung mine site of $707,000 include payroll, benefits and payroll
withholdings remittances for employees retained to shut down the Cantung mine and
transition it to care and maintenance as well as to prepare all related equipment and assets for
winter storage;

c) head office disbursements include royalty payments of $173,000 due to Teck Resources in
respect of post-filing tungsten production up to November 2015;

d) restructuring professional fees are forecast to be $413,000 during the Transition Period for
services rendered by the Company’s legal counsel, the Monitor and the Monitor’s legal
counsel as well as catch-up for professional fees outstanding from prior periods; and

e) the AR Financing Facility will be retired during the week ending December 4, 2015
following repayments to Callidus totaling $883,000.

The Company is forecasting to have approximately $335,000 of cash on hand at the end of the
Transition Period. It is expected that, subject to satisfaction of all prior ranking CCAA Charges,
post-filing liabilities, and any allocation adjustment (refer to section 10.11), Callidus will seek to

have the remaining cash on hand applied against its Interim Financing Facility.

CARE AND MAINTENANCE PLAN

The Company is planning to continue performing care and maintenance of the mine site and
related assets during the period from November 19, 2015 to March 31, 2016 (the “Care and
Maintenance Period”). During that time, subject to the Enhancement of Powers Order being
granted, the Company will act under the direction of the Monitor. The Monitor intends to consult
with the Government of Canada (“GC”) and GNWT during this period, including to ensure the
Company is complying with all relevant environmental obligations. The enhanced powers of the

Monitor being sought are described in section 9.0.

The Company, in consultation with GC, has prepared a care and maintenance plan which
provides for retention of certain mine site and head office staff, maintaining environmental

management and compliance and safeguarding certain fixed assets.

The GC and GNWT have not consented to fund certain costs previously forecast by the Company

to be paid as part of the care and maintenance expenditures including:

-11-
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a) environmental consulting work of approximately $250,000 that may be required in order to
ensure the renewal of Cantung’s Water License; and

b) property taxes of approximately $250,000 which will accrue with a potential priority charge
against the Cantung property in favour of GNWT.

GC has committed to make arrangements, on or before November 16, 2015, for the funding of the
Company’s cash requirements during the Care and Maintenance Period. The Monitor understands
that GNWT and GC are working collaboratively in relation to such funding, including with
respect to accessing the reclamation security and trust arrangements currently in place in favor of
GNWT which was posted to secure, among other things, costs in respect of environmental

management and compliance, site reclamation and site restoration at the Cantung mine.
CARE AND MAINTENANCE CASH FLOW STATEMENT

The Company has prepared the Care and Maintenance Cash Flow Statement which reflects the
Company’s anticipated expenditures during the Care and Maintenance Period. A copy of the Care

and Maintenance Cash Flow Statement is attached as Appendix “B”.
A summary of the Care and Maintenance Cash Flow Statement is set out in the table below:

North American Tungsten Corporation Ltd.
Care and Maintenance Cash Flow Statement

For the period November 19, 2015 to April 1, 2016

($000's)
November 19, 2015
to April 1,2016
Forecast
Disbursements
Employee costs - mine site $ (439)
Fuel 272)
Insurance (73)
Other operation costs 470)
Administration (141)
Restructuring professional fees (325)
Contingency (85)
(1,805)
Net Cash Flow (1,805)
Cash Position
Opening Cash Position -
Closing Cash Position $ (1,805)

~12 -
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Details concerning the major components of the Care and Maintenance Cash Flow Statement are

as follows:

a) mine employee costs include salary and wages for eight full time employees on a “four on,
four off” shift rotation starting on November 19, 2015;

b) fuel costs are for diesel required the generators which provide power to the site;

c) insurance costs are forecast based on Management’s estimates of premiums, which are
expected to be reduced when Cantung is in care and maintenance and operations have
otherwise ceased;

d) other operating costs include environmental management, safety programs, site
administration, catering and janitorial expenses and costs required to maintain and preserve
the Company’s mineral claims;

¢) administration costs include costs of arranging for a third party service provider to store the
Company’s physical records, long term storage and back-up of the Company’s electronic
records. It also includes salaries and wages for administrative employees including part time
work by the Senior Manager, Finance, the Manager, Financial Reporting and the Payroll
Manager. The administrative employee costs are expected to decrease after December 31,
2015 and will largely relate to accounting and payroll processing; and

f) restructuring professional fees are for services rendered by the Monitor and the Monitor’s
legal counsel as well as a retainer for the Company’s legal counsel to be drawn upon for legal

matters that may require Company counsel’s advice or input.

GC has committed to advancing funds to the Company to cover care and maintenance costs,
including mine costs, administration and restructuring professional fees. The Care and
Maintenance Cash Flow Statement shows a funding requirement of approximately $1.8 million
through to March 31, 2016, with the first draw being required on November 19, 2015. However,
in the event that the Monitor anticipates a material increase in the cumulative amount spent,
paragraph 19 of the proposed Enhancement of Powers Order provides that the Monitor may
advise GC of the budget adjustment and that GC must notify the Monitor whether or not it
consents to the adjustment within three business days. If GC does not consent to any such
adjustment, the Monitor, in consultation with the relevant stakeholders, will have to consider at
that time whether it will be able to continue to perform its duties or instead have no choice but to

seek its discharge.

In discussions among the Company, the Monitor and the Company’s major stakeholders

regarding the transition to care and maintenance, it was recognized that a number of pieces of
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equipment would be required for care and maintenance and that Callidus was the primary creditor
having a security interest in some of that equipment. Similarly, it was recognized that other
equipment subject to Callidus’ security, and which was not expected to be required for care and

maintenance, would likely need to be stored in the Cantung mine or otherwise at the mine site.

In light of the foregoing, the Company and Callidus have settled the terms of a support agreement
(the “Support Agreement™), a draft copy of which is attached as Appendix “C”. Key

commercial terms of the Support Agreement are as follows:

a) NATC may continue to use certain equipment (the “Care and Maintenance Equipment”)
which is subject to Callidus’ security in the care and maintenance of the Cantung mine,
without charge;

b) NATC shall maintain, repair and insure the Care and Maintenance Equipment at NATC’s
cost;

¢) NATC will store the remainder of the equipment subject to Callidus’ security (the “Stored
Equipment”) at the Cantung mine without cost;

d) NATC shall procure insurance for all of the equipment subject to Callidus’ security and
Callidus will pay NATC for the portion of NATC’s insurance costs relating to the Stored
Equipment; and

e) the agreement is conditional upon the Enhancement of Powers Order being granted by this

Honourable Court.

The Monitor understands that Callidus and NATC will execute the Support Agreement prior to
the hearing on November 16, 2015.

ENHANCED POWERS OF THE MONITOR AND SECOND ADMINISTRATION
CHARGE

As noted in section 7.0, the transition of the Cantung mine to care and maintenance is expected be
largely completed by November 18, 2015. The Company has advised the Monitor that its officers
and directors plan to resign on the earlier of November 18, 2015 and the date that the

Enhancement of Powers Order is granted.

The Enhancement of Powers Order, if granted, would authorize the Monitor to do a number of

things in addition to its powers set forth in the Initial Order, including but not limited to the

following:

a) take any and all steps in order to direct or cause the Company to exercise rights under

paragraph 11 of the Initial Order;
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b) take any and all steps as the Monitor considers necessary in order to direct or cause the
Company to deal with the property and operations, including restructuring, wind-down,
liquidation, disposal of assets, or other activities;

¢) monitor, review, and direct receipts and disbursements and implement such measures of
control as the Monitor deems reasonably necessary to ensure the appropriate monitoring of
expenses;

d) initiate and administer any claims bar and/or claims resolution process, or protocol as may be
approved by this Honourable Court;

e) subject to the approval of this Honourable Court, direct or cause the Company to complete
one or more transactions for the sale of all or any part of the business, property or any part
thereof, and conduct, supervise and recommend to this Honourable Court any procedure
regarding the allocation and/or distribution of proceeds of any sales;

f) settle, extend or compromise any indebtedness owing to or by the Company;

g) engage or cause the Company to engage advisors, appraisers, accountants, counsel and other
such persons from time to time and on whatever basis as deemed necessary to carry out the
Monitor’s powers and duties;

h) apply to this Honourable Court for any orders necessary to carry out its powers and
obligations, including for advice and directions with respect to any matter; and

i) meet with management of the Company, if any, with respect to any of the foregoing.

As described in section 8.3, in the event that the Monitor anticipates a material increase in the
total amount to be expended by the Company during the Care and Maintenance Period, paragraph
19 of the Enhancement of Powers Order provides that the Monitor may advise GC of the budget
adjustment and that GC must notify the Monitor of whether it consents to the adjustment within

three business days.

The proposed Second Administration Charge Order contemplates the creation by court order of a
charge (the “Second Administration Charge”) over all assets of the Company (other than
Mactung) to secure payment of the fees and disbursements of the Monitor and its counsel for the
period after November 16, 2015. The Proposed Second Administration Charge would be limited
to the aggregate amount of $500,000.

The proposed Second Administration Charge Order also contemplates that the original
Administration Charge granted as part of the Initial Order would be amended to secure only those

fees and disbursements incurred up to and including November 16, 2015.
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Monitor’s Comments

In light of the planned resignation of the Officers and Directors of NATC on or before November
18, 2015, it is the Monitor’s view that the expanded powers and duties proposed to be conferred
on the Monitor pursuant to the Enhancement of Powers Order are appropriate in the
circumstances and provide a sufficient degree of supervision and oversight to the Company’s care

and maintenance operations.

The Monitor has held a number of meetings and discussions with stakeholders in respect of the
care and maintenance plan for the Cantung mine and related funding, including GC and GNWT,

both of whom support the application.

The Monitor has conducted preliminary discussions with certain key senior mine management
personnel regarding their ongoing retention by the Company following its transition to care and
maintenance and believes there will be sufficient continuity of Company personnel to enable the

Monitor to effectively oversee the Company’s operations pursuant to the Enhancement of Powers
Order.

The Monitor has considered the Second Administration Charge and related security and believes

that the nature and quantum of the charge is fair and reasonable in the circumstances.
MACTUNG CREDIT BID
Results of the Amended SISP

The results of the Amended SISP are described in detail in the Tenth Report of the Monitor dated

October 23, 2015. For ease of reference, a summary of the results of the Amended SISP are as

follows:

a) the Financial Advisor contacted 256 potentially interested parties;

b) 18 potential purchasers executed confidentiality agreements and were provided with a copy
of a confidential information memorandum and access to an electronic data site;

¢) 3 Qualified Bids (as defined in the Amended SISP) were received by the Financial Advisor
and the Monitor on or before the bid deadline of September 30, 2015;

d) Callidus and GNWT executed confidentiality agreements and, with the consent of the parties
that submitted Qualified Bids, were provided with copies of the Qualified Bids for their

consideration and review; and
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e) the Monitor conducted discussions with Callidus and GNWT regarding the bids and the
Amended SISP generally, and, as a result of those discussions, determined that none of the

bids received were likely to result in a transaction being consummated.

Accordingly, the Monitor terminated the Amended SISP and notified each qualified bidder of the
termination of the Amended SISP effective October 21, 2015.

Mactung Credit Bid

GNWT holds security for certain reclamation and environmental obligations of the Petitioner
including a first registered charge (subject to the CCAA Charges, as defined below) over the
Company’s exploration property known as Mactung. A summary of the other creditors that hold
registered security against Mactung subordinate to GNWT is set out in the Monitor’s Third
Report dated June 28, 2015 as well as the First Affidavit of D. Lindahl dated June 9, 2015. The
Monitor has had its legal counsel review the security held by GNWT and confirm that the

security is a valid charge against the Mactung assets.

Mactung is also encumbered by priority charges that have been created by court orders in the
CCAA Proceedings, including the Administration Charge, Directors Charge, A/R Financing
Charge and the Interim Lender’s Charge (collectively, the “CCAA Charges”). There are not
expected to be any amounts secured under the AR Financing Charge and the Directors Charge

(each as defined in the Initial Order).

Following termination of the Amended SISP, GNWT submitted an asset purchase agreement (the
“Mactung APA™) to purchase the property, in part through an offset of the secured debts owing
to it. A copy of the Mactung APA is attached as Appendix “D”. GNWT is now applying for the
Mactung Credit Bid Order, which, among other things, would approve of the Mactung APA and

vest the Company’s Mactung assets in GNWT free and clear of all encumbrances.
Summary of Select Commercial Terms of the Mactung APA
Select commercial terms of the Mactung APA are summarized below:

a) NATC shall sell to GNWT all of NATC’s right, title and interest in and to the Company’s
Mactung assets free and clear of all liens, claims and interests, excluding a Mactung Royalty
Agreement between NATC and Aur Resources Inc., including the following:

i, the Mactung property located in the Selwyn mountain range in an area straddling the
border between Yukon and the Northwest Territories;

ii. all mineral tenures related to the Mactung property;
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b)

d)

e)

g)

iii. all related business information, including books and records;

iv. all consents, licenses, permits and other rights entered into or obtained from any
government entity or other third party;

v. all pre-paid expenses;

vi. copies of all tax records related to the assets and the business; and

vii. all water rights, permits, consents and other riparian rights of any kind relating to the
business, the Mactung property or mineral tenures.

GNWT shall assume and become responsible for the following liabilities:

i. any liability in respect of the mineral tenures;

ii. transfer taxes in connection with the Mactung APA and the transactions contemplated
thereunder;

iii. any obligation with respect to the post-closing operation of the business or ownership of
the Mactung assets arising from and after the closing of the sale; and

iv. all amounts payable to obtain any consents, including filing and other fees, excluding any
penalties or interest.

the purchase price is $4.5 million, subject to certain adjustments;

GNWT shall pay out the CCAA Charges in full on closing subject to a potential allocation

adjustment and being subrogated to the rights, claims and security of the beneficiaries of the

CCAA Charges;

the Mactung APA is subject to various conditions precedent, including a requirement that

NATC obtain an approval and vesting order from this Honourable Court;

within 10 days of the execution of the Mactung APA, both NATC and GNWT agree to

prepare and file all necessary documents, registrations, statements and applications for

transfer approvals and any other consents of any other government entities required to

complete the transaction; and

the closing date of the transaction shall be on November 18, 2015 at 10:00 am PST unless

extended by written agreement of the parties, but in any event by no later than November 25,
2015.

Monitor’s Review of the Mactung APA

In reviewing the Mactung APA, among other things, the Monitor considered the following:

a)
b)

the total purchase price for the Mactung assets;
the timely payout of the Interim Lender’s Charge and the Administration Charge, which is to
occur on closing of the Mactung APA;
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c) the breadth and the period of exposure of the Mactung assets to the market through the
Amended SISP;

d) the lack of successful offers resulting from the Amended SISP, including the fact that GNWT
would have incurred a significant shortfall on their secured claim had any of the offers
received completed;

e) the amount and nature of GNWT’s secured claim

f) the extent to which the transaction is supported by certain key stakeholders including GNWT
and Callidus; and

g) the lack of opposition from unsecured creditors.

The purchase price offered by GNWT of $4.5 million is greater than any purchase price offered
pursuant to any of qualified bids received in the Amended SISP. The purchase price is also vastly
less than the estimated gross amount due to GNWT and secured against the Mactung assets,

estimates of which range from approximately $15 to $28 million before taking into account cash
security held by the GNWT.

After considering the matters set out above, and after discussions with the Company, GNWT and
Callidus, the Monitor is satisfied that (i) the purchase price under the Mactung APA is superior to
any purchase price contained in the three qualified bids, and (ii) subject to one comment below
regarding GNWT’s entitlement to subrogation, the terms of the Mactung APA are commercially

reasonable. Accordingly, the Monitor supports GNWT’s application for the Mactung Credit Bid
Order.

The Mactung APA and the Mactung Credit Bid Order both contemplate that, upon payment of
amounts outstanding under the CCAA Charges, GNWT will be subrogated to the rights, claims
and security of the beneficiaries of the CCAA Charges, including the right to charge interest at
the rates currently charged by those beneficiaries. While the Monitor appreciates the need for
GNWT to be secured in an appropriate manner to ensure recovery by GNWT based on the
ultimate allocation of the CCAA Charges across the various classes of assets, the Monitor takes
no position on whether the order sought by GNWT, including as to whether GNWT is entitled to
be subrogated to all rights of the beneficiaries, including the right to claim interest at the rates

charged by the beneficiaries.

The proposed Mactung Credit Bid Order also directs the Monitor to forthwith prepare an
allocation of the CCAA Charges as against the assets of the Petitioner. The Monitor has no
concerns with preparing an allocation of the CCAA Charges following consultation with affected

stakeholders, principally GNWT and Callidus, and an opportunity for those parties to seek to
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resolve the allocation as between themselves. That said, depending on the methodology for the
allocation either agreed by GNWT and Callidus or determined by the Monitor, it may not be
possible for the Monitor to prepare the final allocation immediately, but rather it may be
necessary to wait until additional assets — primarily the Company’s equipment — are sold.
Accordingly, the Monitor supports this portion of the Mactung Credit Bid Order provided that the

word “forthwith” is removed.
LIFTING OF STAY IN RESPECT OF REDUNDANT EQUIPMENT

NATC has approximately 22 pieces of equipment that are subject to financing lease or equipment
financing arrangements. A number of these pieces (collectively, the “Redundant Equipment”)
are expected to become redundant once the Company has transitioned the Cantung mine to care
and maintenance. Accordingly, the Company is applying for the Redundant Equipment Order so

that it can release the Redundant Equipment to the parties holding the senior security interest on

appropriate conditions.

The Company has compiled a list of leased and financed equipment (the “Equipment List”) as
well as the results of a preliminary review by the Company’s counsel of the various security
interests in each piece of equipment. The list also identifies each piece of financed equipment as
being Redundant Equipment or equipment that will be required for care and maintenance
operations (such equipment is identified as “Retained Equipment”). A copy of the list is

attached as Appendix “E”.
The proposed Redundant Equipment Order provides as follows:

a) equipment financiers be authorized to remove and relocate the Redundant Equipment,
provided that prior to removing the Redundant Equipment they pay to the Monitor, in trust,
an amount estimated by the Monitor as necessary to satisfy the pro rata portion of the CCAA
Charges associated with that equipment (the “Allocated Amounts”);

b) the Redundant Equipment, once returned to the applicable secured party, shall be free and
clear of the CCAA Charges;

¢) the Monitor shall hold the Allocated Amounts in trust which shall stand in place of the
Redundant Equipment and shall be subject to the CCAA Charges; and
d) in the event any portion of the Allocated Amounts is not required to satisfy the CCAA

Charges, the Monitor shall return that amount to the applicable equipment financier.
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Monitor’s Comments

The Monitor supports the Company’s application for the Redundant Equipment Order for the

following reasons:

a) it allows the equipment financiers of the Redundant Equipment to recover and remove their
security in a timely manner if they so desire;

b) the release of the Redundant Equipment will reduce the Company’s ongoing equipment
holding costs including insurance, maintenance and storage; and

¢) the Allocated Amounts will sufficiently stand in place of the Redundant Equipment in respect
of the CCAA Charges.

Tt should be noted that the Allocated Amounts are calculated based on the conservative, but in the
Monitor’s view necessary, assumptions that: (i) none of the CCAA Charges will be allocated
against the Mactung assets; and (ii) the Company’s remaining equipment has no realizable value.
These assumptions are likely not correct, but until the foregoing amounts are known, there is no

other practicable and safe way to calculate the Allocation Amounts at this time.

The Monitor has reviewed an analysis prepared by the Company identifying the appraised forced
liquidation value and amounts due under financing lease and equipment loans for each piece of
Redundant Equipment and notes that there may be material equity in certain pieces of equipment.
Accordingly, it is the Monitor’s view that the Company should make arrangements to retain these
particular items and either dispose of them to realize on that equity or enter into disposition
agreements with the applicable equipment financiers whereby realization proceeds in excess of
the amounts due under equipment financing and /or leases are returned to the Company, subject
to payment of applicable Allocation Amounts and prior ranking security interests of the

Company’s secured creditors.
EXTENSION OF THE STAY OF PROCEEDINGS

The Stay of Proceedings is currently set to expire on November 30, 2015. The Company has filed
a notice of application for the Extension Order which provides for an extension of the Stay of

Proceedings until March 31, 2016.

The Monitor supports the Company’s application for the Extension Order for the following

reasons:

a) the Company requires time to effect an orderly transition from production to care and

maintenance at the Cantung mine;
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b)

g)

the Company requires time to effect the sale of Mactung to GNWT pursuant to the Mactung
APA,;

the ongoing care and maintenance of the Cantung mine and mine site are important not only
to preserve those assets, but also to ensure continued compliance with the Company’s
environmental obligations, particularly over the winter months;

GC has committed to fund care and maintenance expenses of the Company during the period
of the extension;

the Transition Cash Flow Statement and Care and Maintenance Cash Flow Statement indicate
that Company will have sufficient liquidity during the period ending March 31, 2016;

the Monitor does not believe there will be material financial prejudice to any of NATC’s
creditors, employees, customers or suppliers as a result of an extension of the stay period; and
Management appears to be acting in good faith and with due diligence and the Company’s

prospects of affecting a viable restructuring would be enhanced by an extension of the Stay

Period.

MONITOR’S RECOMMENDATIONS

The Company and its management have continued to act in good faith and with due diligence in

relation to these restructuring proceedings, including in taking appropriate steps to transition the

Cantung mine to care and maintenance.

For the reasons set forth in this Report, the Monitor respectfully recommends that this

Honourable Court grant the following orders:

a)
b)
c)
d)
e)

the Extension Order;

the Enhanced Powers Order;

the Second Administration Charge Order;
the Redundant Equipment Order; and

the Mactung Credit Bid Order.

ok ok
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All of which is respectfully submitted to this Honourable Court this 12" day of November, 2015.

Alvarez & Marsal Canada Inc.,
in its capacity as Monitor of
North American Tungsten Corporation Ltd.

Per: Todd Martin Per: om Powell
Senior Vice President Director

-23 -



APPENDIX A



TA-S107 6 ALK - vopaalasd yses SN

TSorsit 0TS § WL S SoCOIE. 8 Socoie © TiCOlL 5. tBeiEs S SRTEVE_ S NI G SRS TEvS BUe]
066528 & B0% 5¢¢ TOLE ST [T €8Z 269 850 5vZ 0I081L ﬂuﬁ THUBRE GsED BEIetn
~ sauveg yswo|
{55 oaz] 3 [ 3 i[7ezl) 3 W14 USED 19N}
TZyisee - [Bivzom " torgtie) FHewoningsi Mo S—
1000’50 - ToURBITUOD
czzie) (oL '62) - - 530} PuUR IFasRUL BUPURE MY PR
(g65°805') - - - - Hosg'zs) ueopinfiss uo (s8R ' (udpuid 1npERD
{rsv'ond) - {605 98! - - - - - £99) PUR JsR10ps Bupusiy uRIeU]
Leyen'a - - treocz} (bos"162) HesL'LB) e6L'8e H{Gys 8} %93} feucrssajaid Sumponnsoy
{zo5'v9) - - - gre'c?) - sosapund Bunoen
(zee) (13- 9713] toca's) {oo0'0L) {rzo'een) Z1gy) %1303 RjRsodioT PUR SN P
{ors'ris) 82 oaa'zs) Hsag'2t) logo'ol} trie'zz) woUj0 peay; - 51500 Sakeidug SpuamaRngsI
- 2302 3900
£00°000'S - spoaasaxd Bupsireuyy ueiy
- sysheosy]
IGE1S'T - 000'SZ PRS'ISL (12210} 1657162 832'821 {azs"2y2} 18223 0 Bunury - SMOLI 4STY) I
e ers 11 - - = - (22100 YOUSZE] 166208 _Mnm—.gn, fezo8cd) SBT3 DUriUe:
- ~ = B - - - = = - TURBSACIGL! | GGV B
{oza'ys) - . - - - - - Aprgs vomwwpey - p puod sBumeL
{toea'o) - - - - . Subpaip pum juowsbeurur sbugey
{pea'sen) - - - - - Hooz'ze) {zeo'te) ounyus| pua Buumen s Suiy
{sze's2¢'t) - - - {oon's} (tdLgt] Hogy'vy) {os0'z8) Bumpadig pue ubless
[T rq¥an] - - - - - - {oe) (2e5'ce) souinsy) pur sosBey Buneadg
(ceg'es1'e) - - . - {oon's) {s90'ct) 81 (598've) 1953
130y 3-Ti M - - - 000'LH) {0618} {o9g'es) Hoz2'501) $1990 Bunesedo JAUID
{28r'588) - . {000°04) {ouo's) {o68'L) ) SfeuBjI 18D BN
(ore'gen) - - . - - - - (useiBord 2 Burpniou) siapamul PR, Bty
trazriv) - - - ooa'z) (z28'c) ste') seqddns § syBd wawdnby
{oos'2c4) - - - - - £1502 UBYUBIS) Sadoiduse Foy|
Zeo2ws) - izeion {roceie) otn'26s) {068'922) ove'£ze) i3 B « STS00 Bakoidiy
SREISING Q]
| seroor'e 0005 v85'451 SBO0LLL SEEIEY PL:N:Ed8 £5BEL nidisamy juio}
Z{06i6 00G'5T N - 000Gt - = T0FELT Sidhacal RO
(S . {LvZ'08) tsybzza} - - - - Buoueud ¥rY tpyed
BO'SISEL 5 - [:2<: V124 ${sryee s{sseon’t $jes2icy s }etert sjese'sie L SIGENBIS! FNTITT {0 UBRIFOD it
HRODH
G2 A SIS 515509 St TL Srosi STRONLE SIRONDE STAONEE HEEET] TR0eT 1*
© € 1] = [::4 sz vz 3 2z ]
Fopom S10Z ' 109WOAON
om0y << TATVOWN 5T ISQUII3Q PIRUS DYRM 57 i J04
s wiRy < BOURLDANEN DUE BIRT) O} Buniopsues 9 e ot pUR o} 1 MOLT YR
; “pry udprodiod udElun g vrIUBEY HUON




APPENDIX B



tEsieyl ¢ lsrgmenl % usraesl ¢ 18yy'2a2) foriessd $ (gesesl $ {razvest % wesisel £ wssytel  $ wonzel % o] Buysois)
GRTE Tzsracs 3 leesERe] PeT v23! (T3 058Dt i - SOEEER USEy DALSd0 =2
BAITER YPED
1 3 135 S IL 3 GFE $ St 151 3 (Y 3 $ TROLE U 19N
$7568

55
g Izt 138 1 Tﬁ.mﬁ X
o) i [coo’osd Hiocoror}

T coonst (oowty) — o — — — [— e Py GlrmanRSe
(ezo't} - - - Ere gy speepud Bungvepe

- - - {oos) Ynoo'oed Huiy Yoeaezi - eas Jmendios pur S50 pEs
fooos) - - s - tres 21) - {onrezt 2010 pe=y - s Saforarz BUSISRINGRIT

Liwze {1ged loszyis} gird]
Wﬂﬁ& _Mnm.& (BT o)
_aam.m o6} foszze! -

- - (oon's} ooa's}
i672:3-1 tzieg:] - -

- - eigeig] -

(zew st {ree'gtt foos'et) St

— H — X - e supsr a0 <atoriurs

wdmony

pue 2D EIUBLEUIEYY § AIRD 305 - DONIeiold 0L Y880
pr71 uogsrodiosy vepebung veMmury WUON



Trsvory % Eicvewu . Eeecord & lousssn 3 w&.mm.% ) Gy % DTy SoumEY UE D BUeo
&l

T 3 T oGEBeE 1) 1 EEIT] OUERE VoD B0
BUBED UBED)
@ﬂ 3 3ESS 3 £ % E3 A (e 68|
ispr et I3 TR i) 3 Ty £Mﬂ%
fa1£'59) £ 908
- - - - - - s35 pue yasE; Suroueng v srowen
- - - ey Jemifias o 83 ¥ edpod snowes
- - - - - - - w23 pre ysasnn Bueug s
{ooyozet It g2 H it feigdd] moo'rt) Haoe 11 53 euorssepasd Buurmonassy
{soral (129t} sazryand Buaser
{oag'es) - - - - - BE00 i PR S0R0 DRSH
{c50°28) - {oasz - Home'Th lloozst F/WD PESY - IO FkoKWI USRI
el B0
- - - - - spasoaxd Surwew wismut
sytheony
eyl ¥id) zeszs] lisTe~] ope'rs} i 1471] sunpesado Bummed - €401 USED 181
Toste Y om0’ izEear jieor'es] (T S = DUtauEDy
{oog’eas} 3 (ooey! o5} {oos'w) nos's} reviopuef pue Bupsies 3y Sy
{oor'ss) - - - - - Suppadeg pue ulipis
{oos'mi) (ero'oh sset) oyt {eegr) lir2aral eouem e seses ueido
{omzes) - - enzor) - - e
{(1zroe} £iiga )] {saye) = 4 {ooy'eid ra5'7) sy B o UG
{ooyst - - - - FEPIE P WY
- - i } pap fuume
- sayddes.; syed mawdmbs
- - - - - - =05 uoguRE Skt A
{peopeyd - 591pg) - hoog L | menadis e Bune - weoa Ialodwz
HUSTIBTINTRIH
- - 4 BOL
L - T
- - BDIEL WY ST
- 8 % 3 % g1~ § % )1 1 -3 H 2 Ul
eydion
TF WB8MA TSL-30V- 10 ET 24 S-S, LWL NS FI-GEF5E EEERS STOEIEL TR TER) BB 6L 1_
0 & ¥ i o -9 ® Fi3 ®© £ #£
$T WS SLOE T IOGUISADN
30§ 801 iy O 0T XSS 103
SIUCUSREN § BIP] 0.5~ HOIPRIGid MOLE YSED

771 uopeoding usisbung vea MmUY wHoN



APPENDIX C



DRAFT as of November 12, 2015

SUPPORT AGREEMENT

The Agreement is made effective as of November 16, 2015 (the “Effective Date™).

Between:
Callidus Capital Corporation (“Callidus”)
and:
North American Tungsten Corporation Ltd. (“NATC”)
WHEREAS:
A. On June 9, 2015, on the application of NATC, the Supreme Court of British

Columbia (the “Court”) made an Order (the “Initial Order”) granting a stay of proceedings (the
“Stay of Proceedings™) against or in respect of NATC and its assets and Alvarez & Marsal

Canada Inc. (“A & M?” or the “Monitor”) was appointed the Monitor.

B. NATC intends to transition the Cantung mine to care and maintenance
commencing on or about November 18, 2015, by which time it is anticipated that the majority of

the employees of NATC will be terminated and management and the board of directors of NATC

will have resigned.

C. On November 16, 2015, the Company will be making an application to the Court
for an order, a copy of the current draft of which is attached as Schedule “A” (the “Expanded
Powers and Funding Order”), which, if granted, will (i) extend the Stay of Proceedings to
March 31, 2016; (ii) order the Government of Canada to provide funding for the care and
maintenance of the Cantung mine for the period November 18, 2015 to March 31, 2016 (the
“Care and Maintenance Period”); and (iii) enhance the Monitor’s powers so as to grant the

Monitor the exclusive authority to act in respect of NATC’s property and business.
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D. Callidus is a secured lender to NATC and currently holds security over all of the
assets of NATC.
E. NATC has requested that, during the Care and Maintenance Period (and any

extensions thereof), certain equipment which is listed on Schedule “B” hereto (collectively, the
“C&M Equipment”) and which forms part of the collateral over which Callidus has security be

used by NATC in the care and maintenance of the Cantung mine.

F. Callidus has requested that, during the Care and Maintenance Period, NATC store
the balance of the equipment which forms part of the collateral over which Callidus has security

(collectively, the “Stored Equipment”) in the underground portion of the Cantung mine and at

various locations on the Cantung mine site.

NOW THEREFORE THIS AGREEMENT WITNESSES that in consideration of the mutual
covenants herein contained and other good and valuable consideration, the receipt and

sufficiency of which is hereby acknowledged, the parties agree as follows:
1. The recitals are true and correct and form part of this agreement.
USE OF THE C&M EQUIPMENT AND STORAGE OF THE STORED EQUIPMENT

2. NATC may continue to use the C&M Equipment during the Care and
Maintenance Period without charge on the condition that, during the Care and Maintenance
Period, NATC shall, at its cost, maintain, repair and insure the C&M Equipment in substantially

the same state of repair as such equipment is in at the Effective Date.

3. NATC will store the Stored Equipment in and at the Cantung mine, as

appropriate, during the Care and Maintenance Period at no cost to Callidus.
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4. During the Care and Maintenance Period, Callidus shall be given access to the

Stored Equipment and may remove same on reasonable notice at Callidus’ cost.

INSURANCE
5. During the Care and Maintenance Period:

(a) subject to receiving funding from Callidus in accordance herewith, NATC shall
procure insurance for property value of the C&M Equipment and the Stored
Equipment (collectively, the “Callidus Collateral”), which insurance shall show

Callidus as a loss payee in respect of the Callidus Collateral;
(b) Callidus shall be provided with a copy of such insurance; and

() Callidus will pay to NATC that portion of NATC’s insurance costs relating to
insuring the property value of the Stored Equipment.

TERMINATION
6. This Agreement shall expire on the earlier of:

(a) the expiry of the Care and Maintenance Period (as may be extended by the
parties);

(b) the bankruptcy of NATC;
(c) the lifting of the Stay of Proceedings; and
(d the agreement of the parties.

CONDITION PRECEDENT
7. This Agreement is conditional upon the Court granting the Expanded Powers and

Funding Order in substantially the form of the draft order attached hereto as Schedule “A”.

GENERAL

8. Notices to be given to a party shall be in writing, personally delivered or sent by
registered mail or email to the applicable address set forth below (or to such other address as

such party may from time to time designate in such manner):
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To Callidus at: Callidus Capital Corporation
Attention: Craig Boyer
4620 — 181 Bay Street, P.O. Box 792
Toronto ON MS5J 2T3
Email: cboyer@calliduscapital.com

With a copy to:

Borden Ladner Gervais LLP

Attention: William Skelly and Lisa Hiebert

1200 — 200 Burrard Street

Vancouver BC V7X 1T2

wskelly@blg.com and lhiebert@blg.com
To NATC at: c/o Alvarez & Marsal Canada ULC

Attention: Todd Martin

16480 — 400 Burrard Street

Vancouver BC V6C 3A6

Email: tmartin@alvarezandmarsal.com

With a copy to:

Fasken Martineau DuMoulin LLP

Attention: Kibben Jackson

2900 — 550 Burrard Street

Vancouver BC V6C 0A3
Email: kjackson@fasken.com

A notice personally delivered or mailed shall be deemed to have been validly and effectively

given on the day of delivery. A notice set by email shall be deemed to have been validly and

effectively given on the business day next following the date on which it was sent.

0. Notwithstanding anything contained in this Agreement, the parties reserve any
and all rights they may have and nothing herein shall be considered a waiver, consent or
modification of the terms of any agreements between them, including any security or

documentation obtained by the parties as part thereof and the credit facilities provided thereby.

10. This Agreement shall be binding upon and ensure to the benefit of the parties and
their successors and permitted assigns. NATC may not assign its rights and obligations
hereunder and any interest herein without the prior written consent of Callidus.
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11. This Agreement is governed and construed in accordance with the laws of the
Province of British Columbia and the federal laws of Canada applicable therein and the parties

hereto irrevocably attorn to the exclusive jurisdiction of the Courts of the Province of British

Columbia.

12. This Agreement may be executed in counterparts and such counterparts together
shall constitute a single instrument. The parties acknowledge and agree that electronically
transmitted (pdf) copies hereof or any part hereof shall be treated as originals, fully binding and

with full legal force and effect, and hereby waive any rights that may have to object to said

treatment.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date first

set forth above.

CALLIDUS CAPITAL CORPORATION

Per:
Authorized Signatory
Name:
Title:
NORTH AMERICAN TUNGSTEN
CORPORATION LTD.
Per:
Authorized Signatory
Name:
Title:
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DRAFT as of November 12, 2015

Schedule “A”

Draft Powers and Funding Order
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DRAFT as of November 12, 2015

Schedule “B”

List of C&M Equipment

e Caterpillar GP-25 forklift truck, serial no. 6AM-00309

¢ Maintenance shop inventory

¢ Volvo dump truck, serial no. 4V2SCBJH8LU506105

¢ Volvo G990 motor grader, serial no. VCE0G990V0039339
e Caterpillar D6D crawler tractor, serial no. 4X5555

e Caterpillar 950F tool carrier, serial no. 55K01176

¢ Komastu PC400LC — 7E0 excavator, serial no. 60008

e 2140 litre Tidy Tank

e Caterpillar model 3512 generator set

s Veolia waste water treatment system

e Mill Wright Shop

o Kenworth T470 plough/sander, serial no. 2NKBCNOX8CM953605
e Champion 736A-111 motor grader, serial no. X024636X
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ASSET PURCHASE AGREEMENT
BY AND AMONG
NORTH AMERICAN TUNGSTEN CORPORATION LTD.
AND
GOVERNMENT OF THE NORTHWEST TERRITORIES

DATED AS OF [ ], 2015



“Agreement”’ means this Asset Purchase Agreement and all Schedules attached hereto and all
amendments hereto made in accordance with Section 10.6.

“Amended and Restated Initial Order" has the meaning set forth in the recitals to this
Agreement.

“Ancillary Agreements’ means, in each case in a form reasonably acceptable to the Seller and
the Purchaser: (i) a Bill of Sale for the assignment and conveyance of the Assets from the Seller
to the Purchaser; (ii) deeds transferring title to the water rights described in Schedule 2.1.1(g) to
the Purchaser; (iii) an Assignment and Assumption Agreement for the assignment and
assumption of the Assumed Liabilities from the Seller to the Purchaser; and (iv) any necessary
agreements to effect the transfer of the Mineral Tenures in accordance with applicable Laws.

“Approval and Vesting Order” has the meaning set forth in Section 5.1.2.
“Assets” has the meaning set forth in Section 2.1.1.
"Assumed Liabilities” has the meaning 'set forth in Section 2.1.3.

“Bankruptcy Laws” means the CCAA, the Bankruptcy and Insolvency Act (Canada) and the
other applicable insolvency Laws of any jurisdiction where the CCAA Proceedings are held.

"Business” means the exploration activities of the Seller carried on at the MacTung Property, and
all operations, maintenance and other activity related thereto.

“Business Day"” means a day on which the banks are open for business (Saturdays, Sundays,
statutory and civic holidays excluded) in Vancouver, British Columbia, Canada.

“‘Business Information” means all books, records, files, catalogues, data, information (including
tangible and intangible information such as drill core, drill logs, assays, metallurgical test work,
mine plans and similar information), agreements, operating records, operating, safety and
maintenance manuals, engineering and design plans, blueprints and as-built plans,
specifications, drawings, reports, procedures, facility compliance plans, test records and results,
other records and filings made with regulatory agencies regarding operations of the Business,
environmental procedures and similar records, correspondence with present or prospective,
customers and suppliers, advertising materials, software programs, documentation and sales
literature owned by the Seller and in the possession or under control of the Seller that are used or
held for use in connection with the Business, including information, policies and procedures,
manuals and materials and procurement documentation used in the Business and information
received pursuant to Section 2.1.1(c), including all data and documents contained in the Data Site
as of the Closing Date.

“CanTung Mine” means the Seller's mine and processing and other ancillary facilities located in
Tungsten, Northwest Territories, Canada, known as the "CanTung Mine".

“CCAA" has the meaning set forth in the recitals to this Agreement.
“CCAA Charges" has the meaning set forth in the recitals to this Agreement.

“CCAA Charges Beneficiaries” has the meaning set forth in Section 2.2.2.
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“CCAA Filing Date” has the meaning set forth in the recitals to this Agreement.
“CCAA Proceedings” has the meaning set forth in the recitals to this Agreement.
“Claim” has the meaning set forth in Section 2(1) of the CCAA.

“Closing” has the meaning set forth in Section 2.3.1.

“Closing Date” has the meaning set forth in Section 2.3.1.

“Consent’ means any approval, authorization, consent, order, license, permission, permit,
including any Permit, qualification, exemption or waiver by any Government Entity or other Third
Party.

“Contract’ means any legally binding confract, agreement, cbligation, license, undertaking,
instrument, lease, ground lease, commitment or other arrangement, whether written or oral.

“Control’, including, with its correlative meanings, "Controlled by” and "under common Control
with", means, in connection with a given Person, the possession, directly or indirectly, of the
power to either (i) elect more than 50% of the directors of such Person; or (i} direct or cause the
direction of the management and policies of such Person, whether through the ownership of
securities, Contract or otherwise.

“Court” has the meaning set forth in the recitals to this Agreement.
“CRA" means the Canada Revenue Agency.
“Data Site" means the online data-room maintained by the Financial Advisor.

“Environmental Law” means any applicable Law relating to contamination, pollution or protection
of the environment (including ambient air, surface water, ground water, subsurface or subsurface
strata), plant life, animal and fish or other natural resources or human health, including Laws
relating to the exposure to, or Releases or threatened Releases of, Hazardous Materials or
otherwise relating to the manufacture, presence, processing, distribution, use, treatment, storage,
Release, transport, disposal, transfer, discharge, control, recycling, production, generation or
handling of Hazardous Materials and all Laws with regard to monitoring, recordkeeping,
notification, disclosure and reporting requirements respecting Hazardous Materials, each as
amended and as now in effect.

“Environmental Liabilities” shall mean any and all liability arising out of, based on or resuilting
from (i) the presence, Release, threatened Release, discharge or emission into the environment
of any Hazardous Materials or substances existing or arising on, beneath or above the MacTung
Property and/or emanating or migrating and/or threatening to emanate or migrate from the
MacTung Property to other properties; (ii) storage, disposal or treatment of or the arrangement for
the storage, disposal or treatment of Hazardous Materials originating or transported from the
MacTung Property to an off-site treatment, storage or disposal facility; (iii) physical disturbance of
the environment on or from the MacTung Property, including any reclamation obligations; or

(iv) the violation or alleged violation of any Environmental Laws relating to the MacTung Property.

“Excluded Assets" has the meaning set forth in Section 2.1.2.
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“Excluded Assets Allocation” has the meaning set forth in Section 2.2.4.
“Excluded Liabilities” has the meaning set forth in Section 2.1.4.

“Final Order” means an action taken or Order issued by the applicable Government Entity as to
which: (i) no request for stay of the action or order is pending, no such stay is in effect, and, if
any deadline for filing any such request is designated by statute or regulation, it is passed,
including any extensions thereof; (i) no petition for rehearing or reconsideration of the action or
order, or protest of any kind, is pending before the Government Entity and the time for filing any
such petition or protest is passed; (iii) the Government Entity does not have the action or order
under reconsideration or review on its own motion and the time for such reconsideration or review
has passed; and (iv) the action or order is not then under judicial review, there is no notice of
application for leave to appeal, appeal or other application for judicial review pending, and the
deadline for filing such notice of appeal or other application for judicial review has passed,
including any extensions thereof.

“Financial Advisor’ means Alvarez & Marsal Canada Securities ULC.
“GNWT Debt’ has the meaning set forth in the recitals to this Agreement.

“Government Entity” means any Canadian, foreign, domestic, federal, territorial, provincial,
state, municipal or local governmental authority, quasi-governmental authority, instrumentality,
court, government or self-regulatory organization, bureau, commission, tribunal or organization or
any regulatory, administrative or other agency, or any palitical or other subdivision, department or
branch of any of the foregoing having jurisdiction.

“GST/HST" means goods and services tax, including harmonized sales tax, interest, penalties
and fines payable under Part IX of the Excise Tax Act (Canada) and the regulations made
thereunder.

“Hazardous Materials” means (i) petroleum, petroleum products, asbestos in any form, mold,
urea formaldehyde foam insulation, lead based paints, polychlorinated biphenyls or any other
material or substance regulated pursuant to Environmental Laws; and (i) any chemical, material
or other substance, contaminant or pollutant which is regulated, defined or listed, alone or in any
combination as “hazardous”, "hazardous waste”, "solid waste”, "radioactive”, “deleterious”,

“effluent”, “toxic”, “caustic’, "dangerous”, a contaminant, a pollutant, a "waste”, a “special waste”,
a "source of contamination” or “source of pollution”, under any Environmental Law.

“Interest” means any legal or equitable assertion of right in Property, including a royaity, net
smelter production royalty, production royalty, restrictive covenant, or assertion of a right or
interest in a percentage of income, production, minerals, profit, revenue, payment or sale, or any
other right of payment asserted in the nature of a royaity or interest, other than the net smelter
returns royalty of which Teck Resources Limited is the beneficial holder over the MacTung
Property, pursuant to a royalty agreement dated October 7, 1987, between the Seller and Aur
Resoaurces Inc.

“Knowledge” or “aware of” or "notice of” or a similar phrase shall mean, with reference to the
Seller, the actual knowledge of those Persons listed in Schedule 1.1(a) after reasonable inquiry,
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and with reference to the Purchaser, the actual knowledge of those Persons listed in
Schedule 1.1(a) after reasonable inquiry.

‘Law" means any Canadian, foreign, domestic, federal, territorial, state, provincial, local, regional
or municipal statute, law, common law, ordinance, rule, regulation, order, writ, injunction,
directive, judgment, decree or policy or guideline having the force of law.

“Liabilities” means debts, liabilities, obligations and Claims, whether accrued or fixed, absolute
or contingent, matured or unmatured or determined or undeterminable, including those arising
under any Law or Action and those arising under any Contract or otherwise, including any Tax
liability, or under Environmental Laws that are required to be assumed or accepted in order to
effectuate or achieve the Transfer Approvals of the Permits.

‘Lien” means as to all Assets any lien, mortgage, deed of trust, judgment lien, pledge or security
interest, hypothec (including legal hypothecs), encumbrance, mechanics lien, materialmen’s fien,
miner's lien, servitude, easement, encroachment, right-of-way, restrictive covenant on real or
immovable property, real property license, other real rights in favor of Third Parties, charge, prior
claim, lease, occupancy agreement, leasing agreement, statutory or deemed trust or conditional
sale arrangement, including the liens in support of the CCAA Charges.

“MacTung Allocation” has the meaning set forth in Section 2.2.1.

“MacTung Property” means the Seller's property located in the Selwyn mountain range in an
area straddling the territorial border between Yukon and the Northwest Territories, including, the
Mineral Tenures related to the MacTung Property listed in Schedule 2.1.1(b).

“Mineral Tenures” means the mineral claims, mining leases, recorded claims, leased claims,
leases of recorded claims, locations, quartz claims, placer claims, placer leases, undersurface
rights and other mining rights, tenures and concessions of which the Seller is the recorded holder
related to the MacTung Property, including those Mineral Tenures listed in Schedule 2.1.1(b).

“Monitor’ means Alvarez & Marsal Canada Inc.

“Order” means any order, injunction, judgment, decree, ruling, writ, assessment or arbitration
award of a Government Entity.

“Party” or “Parties” means individually or collectively, as the case may be, the Seller and the
Purchaser.

“Permit" means any approval, license, authorization, certificate, consent, decree, consent
decree, registration, exemption, permit (including where applicable, export permit), certificate of
authorization, waste management plan, operational certificate, approval in principle, certificate of
compliance, voluntary remediation agreement, mine development permit or other Governmental
Entity approval required by applicable Law to (i) conduct the Business as currently conducted; or
(ii) in relation to the Assets, including those dealing with mining, air, water and Environmental
Laws, including the Permits identified in Schedule 2.1.1(d).

“Permitted Encumbrances” means (i) statutory Liens for Taxes or governmental assessments,

charges or claims the payment of which is not yet due, or for Taxes which are being contested in
good faith by appropriate proceedings, provided any such statutory Liens shall be discharged
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pursuant to the Approval and Vesting Order to the extent permitted by Law; (ii) any other Liens
set forth in Schedule 1.1(b); and (i) zoning, entitlement, building and land use regulations, minor
defects of title, servitudes, easements, rights of way, restrictions and other similar charges or
encumbrances which do not impair in any material respect the use or the value of the related
assets in the Business as currently conducted, and which are not listed as Excluded Assets.

“Person” means an individual, a partnership, a corporation, an association, a limited or unlimited
liability company, a joint stock company, a trust, a joint venture, an unincorporated organization or
other legal entity or Government Entity.

“Property” means any interest in any kind of property or asset, whether real (including chattels
real), personal or mixed, movable or immovable, tangible or intangible.

“Purchase Price” has the meaning set forth in Section 2.2.1.
“Purchaser” has the meaning set forth in the preamble to this Agreement.

‘Release” means any release, spill, emission, discharge, leaking, pouring, emptying, escaping,
dumping, injection, deposit, disposal, dispersal, leaching or migration into the indoor or outdoor
environment (including ambient air, surface water, groundwater and surface or subsurface strata)
or into or out of any property.

“Required Consents” has the meaning set forth in Section 7.1(e).

“Sale Hearing" has the meaning set forth in Section 5.1.2.

“Seller” has the meaning set forth in the preamble to this Agreement.
“Subsidiary” of any Person means any Person Controlled by such first Person.

“Tax” means any domestic or foreign federal, state, local, provincial, territorial or municipal taxes
or other impasitions by any Government Entity, including Transfer Taxes and the following taxes
and impositions: net income, gross income, capital, value added, goods and services, capital
gains, alternative, net worth, harmonized sales, gross receipts, sales, use, ad valorem, business
rates, transfer, franchise, profits, business, environmental, real or immovable property, municipal,
school, Canada Pension Plan, withholding, workers' compensation levies, payroll, employment,
unemployment, employer health, occupation, social security, excise, stamp, customs, and all
other taxes, fees, duties, assessments, deductions, contributions, withholdings or charges of the
same or of a similar nature, however denominated, together with any interest and penalties,
additions to tax or additional amounts imposed or assessed with respect thereto.

“Tax Act” means the Income Tax Act (Canada) and the regulations promulgated thereunder, as
amended from time to time.

“Tax Authority” means any local, municipal, governmental, state, provincial, territorial, federal,

including any Canadian or other fiscal, customs or excise authority, body or officials anywhere in
the world with responsibility for, and competent to impose, collect or administer, any form of Tax.
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1.21

“Tax Returns’ means all returns, reports (including elections, declarations, disclosures,
statements, schedules, estimates and information returns) and other information filed or required
to be filed with any Tax Authority relating to Taxes.

“Third Party" means any Person that is neither a Party nor an Affiliate of a Party.

“Transaction Documents” means this Agreement, the Ancillary Agreements and alfl other
ancillary agreements to be entered into, or documentation delivered by, any Party pursuant to this
Agreement.

“Transfer Approvals” has the meaning set forth in Section 5.3.5.

“Transfer Taxes" means all goods and services, sales, excise, use, transfer, gross receipts,
documentary, filing, recordation, value-added, stamp, stamp duty reserve, and all other similar
taxes, duties or other like charges, however denominated, in each case including interest,
penalties or additions attributable thereto whether or not disputed, but excluding GST/HST,

~ arising out of or in connection with the transactions provided for herein, regardless of whether the

Government Entity seeks to collect the Transfer Tax from the Seller or the Purchaser.
Interpretation:
Gender and Number

Any reference in this Agreement to gender includes all genders and words importing the singular

include the plural and vice versa.

1.22

1.2.3

Certain Phrases and Calculation of Time

(a) In this Agreement (i) the words “including” and “includes” mean “including (or includes) -
without limitation” and shall not be construed to limit any general statement that it follows
to the specific or similar items or matters immediately following it; (ii) the terms "hereof”,
“herein”, “nereunder” and "herewith” and words of similar import shall, unless otherwise
stated, be construed to refer to this Agreement and not to any particular provision of this
Agreement, and Article, Section, paragraph, and Schedule references are to the Articles,
Sections, paragraphs, and Schedules to this Agreement unless otherwise specified; and
(iii) in the computation of periods of time from a specified date to a later specified date,
unless otherwise expressly stated, the word “from” means "from and including” and the
words “to” and “until’ each mean “"to but excluding”. If the last day of any stch period is
not a Business Day, such period will end on the next Business Day.

(b) When calculating the period of time “within” which, “prior to” or “following” which any act
or event is required or permitted to be done, notice given or steps taken, the date which
is the reference date in calculating such period is excluded from the calculation. If the
last day of any such period is not a Business Day, such period will end on the next
Business Day.

Headings

The inclusion of a table of contents, the division of this Agreement into Articles and Sections and

the insertion of headings are for convenient reference only and are not to affect or be used in the
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construction or interpretation of this Agreement. All references in this Agreement to any “Section” are to
the corresponding Section of this Agreement unless otherwise specified.

1.2.4 Currency

?

All monetary amounts in this Agreement, including the symbol “$", unless otherwise specifically
indicated, are stated in Canadian currency. All calculations and estimates to be performed or undertaken,
unless otherwise specifically indicated, are to be expressed in Canadian currency. All payments required
under this Agreement shall be paid in Canadian currency in immediately available funds, unless
otherwise specifically indicated herein.

1.2.5 Statutory References

Unless otherwise specifically indicated, any reference to a statute in this Agreement refers to that
statute and to the regulations made under that statute as in force from time to time.

1.2.6 Schedules

All Schedules attached hereto or referred to herein are hereby incorporated in and made a part of
this Agreement as if set in full herein. Any capitalized terms used in any Schedule but not otherwise
defined therein shall be defined as set forth in this Agreement.

ARTICLE 2
PURCHASE AND SALE OF ASSETS

2.4 Purchase and Sale

2.1.1 Assets

Subject to the terms and conditions of this Agreement, at the Closing, the Purchaser shall
purchase or cause to be assigned and assumed from the Seller, and the Seller shall sell, transfer, assign,
convey and deliver to the Purchaser all of its right, title and interest in and to the following properties and
assets of the Seller (other than the Excluded Assets), wherever located, real, personal or mixed, tangible
or intangible, owned, leased, licensed, used or held for use in or relating to the Business (herein
collectively called the “Assets”) free and clear of all Liens, Claims and Interests (other than the Permitted
Encumbrances) pursuant to the Approval and Vesting Order, when granted, including, but not limited to,
all right, title and interest of the Seller in, to and under:

(a) the MacTung Property;
(b) the Mineral Tenures, including the Mineral Tenures listed in Schedule 2.1.1(b);
(c) the Business Information, subject to Section 2.1.2(c);

(d) the Consents of Government Entities (including those listed in Schedule 8.3(g)) to the
extent transferable at Law including all Permits listed in Schedule 2.1.1(d);

(e) all pre-paid expenses of the Business, including any deposits, but not including any rights
described in Section 2.1.2(f);
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copies of Tax records related to the Assets and the Business;

all water rights, permits, Consents and other riparian rights of any kind relating to the
Business, the MacTung Property, or the Mineral Tenures, including all rights and
interests listed in Schedule 2.1.1(g).

2.1.2 Excluded Assets

Notwithstanding anything in this Section 2.1 or elsewhere in this Agreement or in any of the
Transaction Documents to the contrary, the Seller shall retain its right, title and interest in and to, and the
Purchaser shall not acquire and shall have no rights with respect to the right, title and interest of the
Seller in and to, the following assets (collectively, the "Excluded Assets”):

(a)
(b)
(c)

(d)

(e)
M

(9)

(h)

0]

the minute books and stock ledgers of the Seller,;
all rights of the Seller under this Agreement and the Ancillary Agreements;

all records prepared in connection with the sale of the Assets to the Purchaser, except
that the Business Information contained in the Data Site will be transferred as stated in
Section 2.1.1(c) above;

all assets related to the Seller's head office operations and cperations at the CanTung
Mine;

any assets set forth in Schedule 2.1.2(e);

deposits held in trust accounts to secure payment of the reasonable fees and
disbursements of the Monitor and the Financial Advisor and the professional advisors of
the Seller and of the Monitor;

following the Closing, copies of any book, record, literature, list and any other written or
recorded information constituting Business Information (the original of which has already
been assigned or transferred to Purchaser) to which the Seller in good faith determine
they are reasonably likely to need access for bona fide Tax or legal purposes;

all information, materials, documents, reports and/or records, whether written or
electronic, prepared by the Seller's legal counsel, whether or not prepared before or after
Closing, that is attorney-client privileged and any and all attorney work product; and

ali cash and cash equivalents.

2.1.3 Assumed Liabilities

On the terms and subject to the conditions set forth in this Agreement, at the Closing, the
Purchaser shall assume and become responsible for, and perform, discharge and pay when due, the
following Liabilities (the “Assumed Liabilities"):

(a)
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(b) all Liabilities for, or related to any obligation for, any Tax that the Purchaser bears under
Article 6 (including, for the avoidance of doubt, Transfer Taxes imposed in connection
with this Agreement and the transactions contemplated hereunder or any other
Transaction Document and the transactions contemplated thereunder);

(c) all Liabilities with respect to the post-Closing operation of the Business or ownership of
the Assets, but in each case only in respect of those Liabilities arising from and after
Closing; and

(d) all amounts payable to obtain Consents, including filing and other fees related thereto,

excluding any penalties or interest.

2.1.4 Excluded Liabilities

Notwithstanding any provision in this Agreement to the contrary, other than the Assumed
Liabilities, the Purchaser shall not assume or shall not be obligated to assume or be obligated to pay,
perform or otherwise discharge any Liability of the Seller, and the Seller shall be solely and exclusively
liable with respect to all Liabilities of the Seller, including Liabilities owed by the Seller to its current or
former employees or service providers, accounts payable accrued in the Business prior to the Closing,
Tax Liabilities accrued prior to the Closing, and Environmental Liabilities which accrued prior to the
Closing which are not expressly assumed (collectively, the “Excluded Liabilities”).

2.2 Purchase Price

2.2.1 Purchase Price

Pursuant to the terms and subject to the conditions set forth in this Agreement, the purchase
price for the sale of the Assets shall be $4,500,000.00, which amount shall be paid by the Purchaser at
Closing by, firstly, satisfying and paying in full the CCAA Charges allocated to the Assets by the Court in
the CCAA Proceedings (the “MacTung Allocation”) and, secondly, (but subject to Section 2.2.4) by
offsetting the remainder, if any, against the GNWT Debt owed by the Seller to the Purchaser. In addition,
at the Closing, the Purchaser shall assume from the Seller and become obligated to pay, perform and
discharge, when due, the Assumed Liabilities (collectively, the “Purchase Price”).

2.22 Payment of CCAA Charges

Notwithstanding Section 2.2.1, on Closing, the Purchaser shall pay all amounts outstanding under
the CCAA Charges (up to a maximum of $4,500,000) to the Seller (or as directed by the Monitor) for
distribution to the beneficiaries thereof (the "CCAA Charges Beneficiaries”). Upon making such
payments, the Purchaser shall be fully subrogated to the rights, claims and security of the CCAA Charges
Beneficiaries, including the right to charge interest at the rate currently charged by the CCAA Charges
Beneficiaries.

2.2.3 Allocation of CCAA Charges
The Parties will seek as part of the Approval and Vesting Order terms confirming the subrogation

of the Purchaser in relation to the CCAA Charges and that the Monitor forthwith prepare the MacTung
Allocation.
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2.24 Adjustment to CCAA Charges

In the event that the Excluded Assets are not sold for consideration sufficient to pay the CCAA
Charges allocated to them by the Court in the CCAA Proceedings (the "Excluded Assets Allocation”),
the Purchaser agrees that it will be responsible for any portion of the Excluded Assets Allocation
subsequently allocated to the Assets after Closing as a result of such shortfall (the “Additional MacTung
Allocation”). The Additional MacTung Allocation shall form part of the Purchase Price, and in order to
reflect the payment of the Additional MacTung Allocation, the offset of the GNWT Debt shall be reduced
by the amount of the Additional MacTung Allocation, such that the total Purchase Price remains
unchanged.

2.25 No Payment Beyond Purchase Price

For greater certainty, in no circumstances will the Purchaser be required to pay total
consideration, including the payment of the CCAA Charges, in excess of $4,500,000.

23 Closing

2.3.1 The completion of the purchase and sale of the Assets and the assumption of the Assumed
Liabilities (the "Closing”) shall take place at the offices of Dentons Canada LLP, 20" Floor, 250 Howe
Street, Vancouver, British Columbia, commencing at 10:00 a.m. local time on November 18, 2015, or at
such other place and on such other date and at such other time as shall be mutually agreed upon in
writing (which date shall be no later than November 25, 2015) by the Purchaser and the Seller (the day
on which the Closing takes place being the “Closing Date"). Accordingly, the parties agree to use
commercially reasonable efforts to satisfy the conditions set forth under Article 7 {other than conditions to
be satisfied at the Closing, but subject to the waiver or fulfillment of those conditions) on or before
November 18, 2015. Legal title, equitable title and risk of loss with respect to the Assets will transfer to
the Purchaser, and the Assumed Liabilities will be assumed by the Purchaser at the Closing.

2.3.2 Atthe Closing:

(a) the Seller and the Purchaser shall deliver duly executed copies of and enter into the
Ancillary Agreements to which it is contemplated that they will be parties, respectively;

(b) the Seller shall deliver a certified copy of the Approval and Vesting Order; and

{c) each Party shall deliver, or cause to be delivered, to the other any other documents
reasonably requested by such other Party in order to effect, or evidence the
consummation of, the transactions contemplated herein or otherwise provided for under
this Agreement.

ARTICLE 3
‘REPRESENTATIONS AND WARRANTIES OF THE PURCHASER

The Purchaser hereby represents and warrants to the Seller as follows:
341 Power and Authority

The Purchaser has the requisite power and authority to enter into, deliver and perform its
obligations pursuant to each of the Transaction Documents to which it is or will become a party.
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3.2 Authorization; Binding Effect

The execution, delivery and performance of each Transaction Document to which the Purchaser
is a party, or is to be a party to, have been, or will be, duly authorized by the Purchaser at the time of its
execution and delivery. Assuming due authorization, execution and delivery by the Seller, each
Transaction Document to which the Purchaser is a party constitutes, or upon execution thereof will
constitute, a valid and binding obligation of the Purchaser enforceable against the Purchaser in
accordance with its respective terms, except as such enforceability is limited by general principles of
public policy.

3.3 No Other Representations or Warranties

Notwithstanding anything contained in this Agreement to the contrary, the Purchaser
acknowledges and agrees that none of the Seller or any other Person is making any representations or
warranties whatsoever, express or implied, beyond those expressly given by the Seller in Article 4, or with
respect to any other information provided to the Purchaser in connection with the transactions
contemplated hereby, including as to the probable success or profitability of the ownership, use or
operation of the Business and the Assets after Closing. The Purchaser further represents that none of
the Seller or any other Person has made any representation or warranty, express or implied, as to the
accuracy or completeness of any information regarding the Seller, the Business or the transactions
contemplated by this Agreement not expressly set forth in this Agreement, and none of the Seller or any
other Person will have or be subject to liability to the Purchaser or any other Person resulting from the
distribution to the Purchaser or its representatives or the Purchaser's use of any such information,
including data roaom information provided to the Purchaser or its representatives, in connection with the
sale of the Business. The Purchaser acknowledges that it has conducted to its satisfaction its own
independent investigation of the Business and the Assets and, in making the determination to proceed
with the transactions contemplated by this Agreement, the Purchaser has relied on the results of its own
independent investigation.

34 As Is Transaction

The Purchaser hereby acknowledges and agrees that, except as otherwise expressly provided in
Article 4 of this Agreement, the Seller makes no representations or warranties whatsoever, express or
implied, with respect to any matter relating to the Assets, the Business and Seller's ownership and
operation thereof or liabilities, including environmental liabilities, associated therewith, and the quantity,
quality, suitability for mining or costs of mining of any mineral reserves and resources included in the
Assets. Without in any way limiting the foregoing, the Purchaser acknowledges that the Seller has not
given, will not be deemed to have given and hereby disclaims any warranty, express or implied, of
merchantability or fitness for any particular purpose as to any portion of the Assets. Accordingly, the
Purchaser shall accept the Assets at the Closing "as is”, "where is” and "with all faults”.

3.5 Brokers

No broker, finder or investment banker is entitled to any brokerage, finder's or similar fee or
commission in connection with the transactions contemplated by this Agreement and the other
_Transaction Documents based upon arrangements made by or on behalf of the Purchaser or any of its
Affiliates.
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3.6 GST/HST

The Purchaser is exempt from the application of the Excise Tax Act (Canada) and as such the
transactions contemplated under this Agreement are not subject to GST/HST.

3.7 Financing

The Purchaser has, and at alil times from the date hereof through and after the Closing, will have,
sufficient funds available to pay the Purchase Price and all other amounts payable under the Transaction
Documents and to otherwise consummate the transactions contemplated hereby and thereby, and to pay
all fees and expenses related thereto. The Purchaser acknowledges that its obligations under this
Agreement and the other Transaction Documents are not subject to any conditions regarding its ability to
obtain financing for any portion of the foregoing amounts.

3.8 Regulatory, Transfer and Other Approvals

The Purchaser acknowledges and agrees that time is of the essence in effecting the Closing and
otherwise consummating the transactions contemplated herein, and that it will promptly and timely
provide written requests, execute and deliver all required documents and materials and perform all

necessary and required actions to obtain Transfer Approvals for Permits from appropriate Government
Entities.

39 Purchaser’s Qualifications to Obtain Transfer Approvals and Hold Permits

The Purchaser is aware of no facts that would prevent the issuance of Transfer Approvals from
any Government Entities for the transfer of the Permits from the Seller to the Purchaser or for the

obtaining of replacement Permits by the Purchaser for those Permits presently held by the Seller that are
not transferable.

ARTICLE 4
REPRESENTATIONS AND WARRANTIES OF THE SELLER

The Seller represents and warrants to the Purchaser as follows:
4.1 Organization and Corporate Power

The Seller exists under the Laws of Canada. Subject to the entry of the Approval and Vesting
Order in the Court in connection with the transactions contemplated hereby and in the other Transaction
Documents, the Seller has the requisite corporate power and authority to own or lease and to operate and
use the Assets and carry on the Business as now conducted and to enter into, deliver and perform its
obligations pursuant to each of the Transaction Documents to which it is or will become a party.

4.2 Authorization; Binding Effect; No Breach

4.21 Subject to the entry of the Approval and Vesting Order in the Court in connection with the
transactions contemplated hereby and in the other Transaction Documents, the execution, delivery and
performance by the Seller of each Transaction Document to which the Seller is a party, or is to be a party
to, have been, or will be, duly authorized at the time of its execution and delivery. Subject to the entry of
the Approval and Vesting Order in the Court in cannection with the transactions contemplated hereby and
in the other Transaction Documents, and assuming due authorization, execution and delivery by the
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Purchaser, each Transaction Document to which the Seller is a party constitutes, or upon execution
thereof will constitute, a legal, valid and binding obligation of the Seller, enforceable againstitin
accordance with its respective terms. :

422 The execution, delivery and performance by the Seller of the Transaction Documents to which the
Seller is, or on the Closing Date will be, a party do not and will not conflict with or result in a breach of the
terms, conditions or provisions of, constitute a default under, result in a violation of, result in the creation
or imposition of any Lien upon any of the Assets, or require any Consent (other than the Transfer
Approvals and the entry of the Approval and Vesting Order) or other action by or declaration or notice to
any Government Entity pursuant to (i) the articles and by-laws of the Seller; (ii) any material Contract to
which the Seller is a party or to which any of its assets is subject; (iii} any Order to which the Seller or any
of the Assets are subject; or (iv) any Laws to which the Seller or any of the Assets are subject.

43 Title to Tangible Assets

Upon delivery to the Purchaser on the Closing Date of the instruments of transfer contemplated
by Section 2.3.2, and subject to the terms of the Approval and Vesting Order, the Seller will thereby
transfer to the Purchaser good, legal, and valid title to, or, in the case of property leased or licensed by
the Seller, a valid leasehold or licensed interest in, all of the Assets, free and clear of all Liens, Claims
and Interests pursuant to the Approval and Vesting Order, except for Permitted Encumbrances.

44 No Other Representations and Warranties

Except for the representations and warranties of the Seller contained in this Article 4, none of the
Seller or any other Person has made or makes any other express or implied representation or warranty,
either written or oral, on behalf of the Seller, the Assets, the Business or otherwise, including any
representation or warranty as to the accuracy or completeness of any information regarding the Seller
furnished or made available to the Purchaser and its representatives or as to the future revenue,
profitability or success of the Seller, the Assets, the Business, or any representation or warranty arising
from statute or otherwise in Law.

45 Regulatory, Transfer and Other Approvals

The Seller acknowledges and agrees that time is of the essence in effecting the Closing and
otherwise consummating the transactions contemplated herein, and that it will promptly and timely
provide written requests, execute and deliver all required documents and materials and perform all
necessary and required actions to obtain Transfer Approvals for Permits from appropriate Government
Entities. Except for the Transfer Approvals and entry of the Approval and Vesting Order, to the best of
the Seller's Knowledge, no notice, filing, authorization, approval, Order or Consent is required to be given,
filed or obtained by the Seller to or from any Government Entity or Third Party in connection with the
execution, delivery and performance by the Seller of this Agreement or the transactions contemplated
hereby.

ARTICLE 5
COVENANTS AND OTHER AGREEMENTS

5.1 CCAA Proceedings

5.1.1  The Seller and the Purchaser acknowledge that this Agreement and the transactions
contemplated hereby are subject o the approval of the Court in the CCAA Proceedings.
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5.1.2 The Purchaser shall use its commercially reasonable efforts to have the Court enter on or before
November 18, 2015, upon a hearing to be held on a date specified by the Court (the "Sale Hearing"), an
order in form and in substance acceptable to the Purchaser approving the sale of the Assets to the
Purchaser pursuant to this Agreement and vesting in and to the Purchaser the Assets free and clear of all
Liens, Claims and Interests (other than Permitted Encumbrances) (the "Approval and Vesting Order”).

5.1.3 The Seller and the Purchaser acknowledge and agree that, in the event leave to appeal is sought,
the Closing Date as defined in Section 2.3.1 shall be extended until two Business Days foliowing
dismissal of (i) the application for leave to appeal, or (i) if leave is granted, the appeal.

5.2 Cooperation

5.2.1  Prior to the Closing, upon the terms and subject to the conditions of this Agreement, each of the
Parties shall use its commercially reasonable efforts to take, or cause to be taken, all actions and to do,
or cause to be done, and cooperate with each other in order to do, all things necessary, proper or
advisable under applicable Law to consummate the transactions contemplated by this Agreement as
soon as practicable, including the preparation and filing of all forms, registrations and notices required to
be filed to consummate the Closing, making withesses available in the Court or by declaration, as
necessary, in obtaining the entry of the Approval and Vesting Order, and the taking of such actions as are
necessary to obtain any requisite Consent; provided, however, at no time shall the Seller be obligated to
make any payment or deliver anything of value to any Third Party (other than filing with and payment of
any application fees to Government Entities, all of which shall be paid or reimbursed by the Purchaser
unless otherwise provided herein) in order to obtain any Consent.

5.2.2 The Seller and the Purchaser shall promptly notify the other of the ocourrence, to such Party's
Knowledge, of any event or condition, or the existence, to such Party's Knowledge, of any fact, that would
reasonably be expected to result in (i) any of the conditions set forth in Article 7 not being satisfied; or

(i) in the case of the Seller only, any of the representations and warranties in Article 4 not being true and
correct.

5.3 Transfer Approvals

5.3.1 To the extent required by applicable Laws, each of the Parties agrees to prepare and file as
promptly as practicable and in any event, within 10 Business Days from the execution of this Agreement,
all necessary documents, registrations, statements, petitions, filings and applications for Transfer

Approvals and any other Consent of any other Government Entities required to satisfy the conditions set
forth in Article 7.

5.3.2 Each of the Parties shall use commercially reasonable efforts to (i) coopérate with each other in
connection with any filing or submission and in connection with any investigation or other inquiry,
including any proceeding initiated by a private party; (i) keep the other Parties informed in all material
respects of any material communication received by such Party from, or given by such Party to, any
Government Entity and of any material communication received or given in connection with any
proceeding by a private party, in each case regarding any of the transactions contemplated hereby; and
(iii) permit the other Party to review any material communication given to it by, and consult with each
ather in advance of any meeting or conference with any Government Entity, including in connection with
any proceeding by a private party. The foregoing obligations in this Section 5.3 shall be subject to any
attorney-client, work product, or other privilege, and each of the Parties hereto shall coordinate and
cooperate fully with the other Parties hereto in exchanging such information and providing such
assistance as such other Parties may reasonably request in connection with the foregoing. The Parties
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will not take any action that will have the effect of delaying, impairing or impeding the receipt of any
required authorizations, consents, Orders or approvals. Fees incurred in connection with complying with
any Law pursuant to Section 5.3 shall be borne solely by the Seller.

5.3.3 If any objections are asserted with respect to the transactions contemplated hereby under any
Law or if any suit is instituted by any Government Entity or any private party challenging any of the
transactions contemplated hereby as in violation of any Law or if the filing pursuant to Section 5.3 is
reasonably likely to be rejected or conditioned by a federal, provincial or territorial Government Entity,
each of the Parties shall use commercially reasonable efforts to resolve such objections or challenge as
such Government Entity or private party may have to such transactions, including to vacate, lift, reverse
or overturn any Action, whether temporary, preliminary or permanent, so as to permit consummation of
the transactions contemplated by this Agreement.

5.3.4 Each of the Seller and the Purchaser shall use its commercially reasonable efforts to satisfy (or
cause the satisfaction of) the conditions precedent to such Party’s obligations hereunder as set forth in
Section 7.1(a) to the extent the same is within its control and to take, or cause to be taken, all other action
and to do, or cause to be done, all other things necessary, proper or advisable under all applicable Laws
to consummate the transactions contemplated by this Agreement, including using its commercially
reasonable efforts with respect to any Consent of a Government Entity required to be obtained in order
for the Parties to consummate the transactions contemplated by this Agreement.

5.3.5 No later than three Business Days after the date hereof, the Purchaser agrees to contact the
applicable Government Entities and use its commercially reasonable efforts to understand what
information those Government Entities will require in order to timely grant the transfer of the Permits from
the Seller to the Purchaser or what information those Government Entities will require the Purchaser to
submit in order for the Purchaser to obtain replacement Permits for those Permits presently held by the
Seller that are not transferable. Prior to the Closing, the Purchaser (i) will file with the appropriate
Government Entities all applications and other instruments of transfer for all of the Assets and the Permits
which are subject to approval or other processing by such Government Entities, including the posting and
acceptance by the appropriate Government Entity or private party of whatever financial assurance
instruments are required in connection with such approval or other processing; (ii) will file with the
appropriate Government Entity all required notices of transfers of Permits or any of the other Assets; and
(iii) will file with the appropriate Government Entities all applications, instruments or notices for all of the
Assets for approval or other processing by such Government Entities, including the posting and
acceptance by the appropriate Government Entity or private party of whatever financial assurance
instruments are required in connection with such approval or other processing, as necessary to obtain
replacement Permits for those Permits presently held by the Seller that are not transferable (with those
items referenced in sub-clauses (i), (i}, and (i) above collectively referred to as the “Transfer
Approvals®). The Purchaser will diligently pursue on a commercially reasonable efforts basis all Transfer
Approvals necessary to complete transfer of such Assets and Permits from the Seller to the Purchaser or
obtain Permits in the Purchaser's own name as of the Closing Date (provided that all such Transfer
Approvals shall be contingent on the consummation of the Closing unless the terms of this Agreement
provide otherwise), and will keep the Seller apprised of the status of its efforts to secure such Transfer
Approvals (provided that use of "commercially reasonable efforts” shall not require the Purchaser to
undertake extraordinary or unreasonable measures to obtain such Transfer Approvals as of the Closing
Date, such as the payment of fees in excess of normal and usual filing and processing fees). All of the
Transfer Approvals must be in place and effective as of the Closing Date, and the Purchaser shall have
noright to conduct any activities under any Permit or Contract that has not been assigned, transferred or
re-issued to the Purchaser; provided, however, that with respect to any Transfer Approval not obtained as
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of the Closing Date through no fault of the Purchaser, the Purchaser may, at its election, waive in writing
pursuant to Section 10.5 the requirement for such Transfer Approval to be in place and effective as of the
Closing Date. The Seller agrees that they will cooperate in good faith with the Purchaser in its efforts to
obtain the Transfer Approvals, and upon written request by the Purchaser, use their good faith efforts to
make the appropriate employees available to assist the Purchaser in that process.

54 Pre-Closing Access to Information

Prior to the Closing, the Seller shall (a) give the Purchaser and its authorized representatives,
upon advance notice and during regular business hours, access to all books, records, reports, plans,
certificates, files, documents and information related to the Assets, personnel, officers and other facilities
and properties of the Business; and (b) permit the Purchaser to make such copies and inspections
thereof, upon advance notice and during regular business hours, as the Purchaser may reasonably
request; provided, however, that any such access shall be conducted at Purchaser's expense, in
accordance with Law (including any applicable Bankruptcy Law), under the supervision of the Seller's
personnel and in such a manner as to maintain confidentiality and not to interfere with the normal
operations of the business of the Seller; and (c) permit the Purchaser to undertake (at the Purchaser's
sole cost and expense) a non-invasive environmental assessment of the Mineral Tenures.

55 Further Actions

From and after the Closing Date, each of the Parties shall execute and deliver such documents
and other papers and take such further actions as may reasonably be required to carry out the provisions
of this Agreement and give effect to the transactions contemplated herein, including the execution and
delivery of such assignments, deeds and other documents as may be necessary to transfer any Assets
as provided in this Agreement; provided that, the Seller shall not be obligated to make any payment or
deliver anything of value to any Third Party (other than filing with and payment of any application fees to
Government Entities, all of which shall be paid or reimbursed by the Purchaser uniess otherwise specified
herein) in order to obtain any Consent to the transfer of Assets or the assumption of Assumed Liabilities.

5.6 Transaction Expenses

. Except as otherwise provided in this Agreement or the Ancillary Agreements (including
Section 8.2), each of the Purchaser and the Seller shall bear its own costs and expenses (including
brokerage commissions, finders’ fees or similar compensation, and legal fees and expenses) incurred in
connection with this Agreement, the other Transaction Documents and the transactions contemplated
hereby and thereby. Without limiting the foregoing, Purchaser shall pay all recording costs associated
with transferring the Mineral Tenures in accordance with applicable Laws.

5.7 Certain Payments or Instruments Received from Third Parties

To the extent that, after the Closing Date, (a) the Purchaser recesives any payment or instrument
that is for the account of the Seller according to the terms of this Agreement, the Purchaser shall promptly
deliver such amount or instrument to the Seller; and (b) the Seller receives any payment that is for the
account of the Purchaser according to the terms of this Agreement or relates to the Business, the Seller
shall hold such payment in trust for the Purchaser and promptly deliver such amount or instrument to the
Purchaser. All amounts due and payable under this Section 5.7 shall be due and payable by the
applicable Party in immediately available funds, by wire transfer to the account designated in writing by
the relevant Party. Notwithstanding the foregoing, each Party hereby undertakes to use reasonable best
efforts to direct or forward all bills, invoices or like instruments to the appropriate Party.
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5.8 Notification of Certain Matters

The Seller shall give written notice to the Purchaser and the Purchaser shall give written notice to
the Seller, as applicable, promptly after becoming aware of (a) the occurrence of any event, which would
be likely to cause any condition set forth in Article 7 to be unsatisfied in any material respect at any time
from the date hereof to the Closing Date; or (b) any notice or other communication from (i) any Person
alleging that the Consent of such Person is or may be required in connection with any of the transactions
contemplated by this Agreement; or (ii) any Government Entity in connection with any of the transactions
contemplated by this Agreement; provided, however, that the delivery of any notice pursuant to this
Section 5.8 shall not limit or otherwise affect the remedies available hereunder to the Seller or the
Purchaser.

59 Casualty Loss

Notwithstanding any provision in this Agreement to the contrary, if, before the Closing, all or any
portion of the Assets is (a) condemned or taken by eminent domain; or (b) a material portion is damaged
or destroyed by fire or other casualty, the Seller shall notify the Purchaser promptly in writing of such fact,
and (i) in the case of condemnation or taking, the Seller shall assign or pay, as the case may be, any
proceeds thereof to the Purchaser at the Closing; and (i) in the case of fire or other casualty, the Seller
shall, at their option, either restore such damage or assign the insurance proceeds therefrom to the
Purchaser at Closing. Notwithstanding the foregoing, the provisions of this Section 5.9 shall not in any
way modify the Purchaser's other rights under this Agreement.

ARTICLE 6
TAX MATTERS

6.1 Transfer Taxes

6.1.1  The Parties agree that the Purchase Price is exclusive of any Transfer Taxes. Subject to
Section 5.6, the Purchaser shall promptly pay directly to the appropriate Tax Authority, or promptly
reimburse the Seller upon demand and delivery of proof of payment, all applicable Transfer Taxes that
are properly payable by the Purchaser under applicable Law in connection with this Agreement and the
transactions contemplated herein and the other Transaction Documents and the transactions
contemplated therein.

6.1.2  If the Purchaser wishes to claim any exemption relating to, or a reduced rate of, Transfer Taxes,
in connection with this Agreement or the transactions contemplated herein or the other Transaction
Documents and the transactions contemplated therein, the Purchaser shall be solely responsible for
ensuring that such exemption or election applies and, in that regard, shall provide the Seller prior to
Closing with its permit number, or other similar registration numbers and/or any appropriate certificate of
exemption, election and/or other document or evidence to support the claimed entittement to such
exemption or reduced rate by the Purchaser. The Seller shall make reasonable efforts to cooperate to
the extent necessary to obtain any such exemption or reduced rate.

6.2 Tax Characterization of Payments Under This Agreement

The Seller and the Purchaser agree to treat all payments made either to or for the benefit of the
other Party under this Agreement as adjustments to the Purchase Price for Tax purposes and that such
treatment shall govern for purposes hereof to the extent permitted under applicable Tax Law.
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6.3 Records

After the Closing Date, the Purchaser and the Seller will make available to the other, as
reasonably requested, and to any Tax Authority, all information, records or documents relating to liability
for Taxes with respect to the Assets, the Assumed Liabilities, and the Business for all periods prior to or
including the Closing Date, and will preserve such information, records or documents until the expiration
of any applicable statute of limitations or extensions thereof. In the event that one Party needs access to
records in the possession of the other Party relating to any of the Assets, the Assumed Liabilities, the
Business for purposes of preparing Tax Returns or complying with any Tax audit request, subpoena or
other investigative demand by any Tax Authority, or for any other legitimate Tax-related purpose not
injurious to the other Party, the other Party will allow representatives of the first Party access to such
records during regular business hours at the other Party’s place of business for the sole purpose of
obtaining information for use as aforesaid and will permit the other Party to make extracts and copies
thereof as may be necessary or convenient. The obligation to cooperate pursuant to this paragraph shall
terminate at the time the relevant applicable statute of limitations expires (giving effect to any extension
thereof).

ARTICLE 7
CONDITIONS TO THE CLOSING

74 Conditions to Each Party’s Obligation

The Parties’ obligation to effect the Closing is subject to the satisfaction or the express written
waiver of the Parties, at or prior to the Closing, of the following conditions:

(a) to the extent required by applicable Laws, all Transfer Approvals shall have been
obtained pursuant to Section 5.3;

(b) there shall be in effect no Law or Order prohibiting the consummation of the transactions
contemplated hereby that has not been withdrawn or terminated;

(c) no judgment, injunction, arder or decree shall be in effect that prohibits the
consummation of the transactions contemplated hereby;

(d) none of the Parties nor any of their respective directors, officers, employees or agents,
will be a defendant or third party to or threatened with any litigation or proceedings before
any Governmental Entity which could prevent or restrict that Party from performing any of
its obligations in this Agreement or any Transaction Document;

(e) all Consents listed in Schedule 7.1(e) or waivers thereof shall have been obtained
("Required Consents"); and

) the Approval and Vesting Order shall have been entered, in form and substance
acceptable to the Purchaser and the Seller, and shall have become a Final Order.
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7.2 Conditions to the Seller’s Obligation

The Seller's obligation to effect the Closing shall be subject to the fulfillment (or express written
waiver by the Seller), at or prior to the Closing, of each of the following additional conditions:

(@)

(b)

(c)

except for any inaccuracy that has not had a material adverse effect on the ability of the
Purchaser or the Seller to consummate the transactions contemplated by this Agreement,
each representation and warranty contained in Article 3 shall be true and correct (i) as if
restated on and as of the Closing Date; or (ii) if made as of a date specified therein, as of
such date;

the covenants, obligations, and agreements contained in this Agreement to be complied
with by the Purchaser on or before the Closing shall have been complied with and not
been breached in any material respect as determined in the sole discretion of the Seller;
and

each of the deliveries required to be made to the Seller pursuant to Section 2.3.2 shall
have been so delivered.

7.3 Conditions to Purchaser’s Obligation

The Purchaser’s obligation to effect the Closing shall be subject to the fulfiliment (or express
wiitten waiver by the Purchaser), at or prior to the Closing, of each of the following additional conditions:

(a)

(b)

(c)

(d)

the Commissioner of the Northwest Territories having issued a special warrant
authorizing the expenditure of $4,500,000 in respect of the Purchase Price payable
hereunder pursuant to s.33 of the Financial Administration Act, R.S.NW.T. 1988 c.F-4;

except for any inaccuracy that has not had a material adverse effect on the ability of the
Purchaser or the Seller to consummate the transactions contemplated by this Agreement,
each representation and warranty contained in Article 4 shall be true and correct (i) as if
restated on and as of the Closing Date; or (ii) if made as of a date specified therein, as of
such date;

the covenants, obligations and agreements contained in this Agreement to be complied
with by the Seller on or before the Closing shall have been complied with and not been
breached in any material respect as determined in the sole discretion of the Purchaser;
and

each of the deliveries required to be made to the Purchaser pursuant to Section 2.3.2
shall have been so delivered.

ARTICLE 8
TERMINATION

8.1 Termination

This Agreement may be terminated at any time prior to the Closing:

(a)
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(b) by either Party, upon written notice to the other:

(i) in the event of a material breach by such other Party of such other Party's
representations, warranties, agreements or covenants set forth in this
Agreement, which breach (A) would result in a failure of the conditions to Closing
set forth in Section 7.2 or Section 7.3, as applicable; and (B) is not cured within
seven days from receipt of a written notice from the non-breaching Party; or

(i) if a Government Entity issues an Order prohibiting the transactions contemplated
hereby;
(c) by the Purchaser, upon written notice to the Seller:
U] if the Approval and Vesting Order is not entered by November 18, 2015; or

(i) if the Closing does not take place by November 25, 2015;

provided, however, that the right to terminate this Agreement pursuant to Section 8.1(b)(ii) shall not be
available to any Party whose breach hereof has been the principal cause of, or has directly resulted in,
the event or condition purportedly giving rise to a right to terminate this Agreement under such clauses.

8.2 Effects of Termination

If this Agreement is terminated pursuant to Section 8.1, all further obligations of the Parties under
or pursuant to this Agreement shall terminate without further liability of any Party to the other except for
the provisions of (a) Section 5.6 (Transaction Expenses); (b) Section 8.2 (Effects of Termination);

{c) Section 10.7 (Successors and Assigns); (d) Section 10.8 (Governing Law; Submission to
Jurisdiction); and (e) Section 10.9 (Notices).

ARTICLE 9
POST-CLOSING ACTIVITIES AND AGREEMENTS

9.1 Responsibility for Services to the MacTung Property

All charges for water, electricity, natural gas, propane, diesel, telephone, sewer, trash disposal
and other recurring services provided to the MacTung Property which relate to such services provided
prior to the Closing Date will be for the account of the Seller, and all charges for such services provided
on and after the Clasing Date will be for the account of Purchaser, regardless of the date on which the
invoice or other statement for such services is rendered.

9.2 General Post-Closing Access to the Assets

In addition to the other provisions hereof granting to the Seller access to the MacTung Property
after the Closing Date for certain specified purposes, the parties agree that upon reasonable prior notice
to Purchaser, the Seller will be given reasonable access to the MacTung Property and to the Assets as
necessary to enable the Seller to carry out or respond to day-to-day operational requirements, reporting
requirements of Government Entities, removal of Exciuded Assets from the MacTung Property, ongoing
tax and accounting functions and obligations, and other activities of the Seller with respect to the sale of
the Assets and the winding down of the Seller’s responsibilities with respect thereto. All such activities of
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the Seller will be conducted in a manner which complies with the Purchaser's safety and operating
procedures and in a manner which will not interfere unreasonably with the activities of the Purchaser.

9.3 Post-Closing Cooperation

Notwithstanding the Purchaser's commercially reasonable efforts, in the event that the Purchaser
and the Seller agree that the Transfer Approvals cannot be completed, or the issuance of new Permits
cannot be achieved prior to the Closing pursuant to Section 5.3.5 above, the Parties shall cooperate after
the Closing Date for the purpose of giving effect to the Transfer Approvals or achieving the issuance of
new Permits and thereafter providing the complete, immediate and unrestricted release of the Seller's
liabilities with respect thereto. In furtherance thereof, each Party shall prepare and submit such
documents and applications as shall be necessary or appropriate, and cooperate with reasonable
requests of the Government Entities to effectuate the Transfer Approvals or to achieve the issuance of
new Permits.

ARTICLE 10
MISCELLANEOUS

10.1  No Survival of Representations and Warranties or Covenants

No representations or warranties, covenants or agreements in this Agreement or in any
instrument delivered pursuant to this Agreement shail survive beyond the Closing Date. Accordingly, no
Claim of any nature whatsoever for breach of such representations, warranties, covenants or agreements
may be made, or Action instituted, after the Closing Date. Notwithstanding the foregoing, the covenants
and agreements that by their terms are to be satisfied after the Closing Date shall survive until satisfied in
accordance with their terms.

10.2 Seller Disclosure Supplements

From time to time prior to the Closing, the Seller shall supplement or amend the Schedules
hereto with respect to any matter that, if existing, occurring or known at the date of this Agreement, would
have been required to be set forth or described in the respective Schedules. The Schedules shall be
deemed amended by all such supplements and amendments for all purposes (except for purposes of
determining whether the conditions set forth in Section 7.3(b) of the Agreement have been satisfied).

10.3 Purchaser Disclosure Supplements

From time to time prior to the Closing, the Purchaser shall supplement or amend the Schedules
hereto with respect to any matter that, if existing, occurring or known at the date of this Agreement, would .
have been required to be set forth or described in the respective Schedules. The Schedules shall be
deemed amended by all such supplements and amendments for all purposes.

10.4 Remedies

No failure to exercise, and no delay in exercising, any right, remedy, power or privilege under this
Agreement by any Party will operate as a waiver of such right, remedy, power or privilege, nor will any
single or partial exercise of any right, remedy, power or privilege under this Agreement preclude any other
or further exercise of such right, remedy, power or privilege or the exercise of any other right, remedy,
power or privilege.
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10.5 No Third-Party Beneficiaries

This Agreement is for the sole benefit of the Parties and their permitted assigns and nothing
herein, express or implied, is intended to or shall confer upon any other Person any legal or equitable
right, benefit or remedy of any nature whatsoever under or by reason of this Agreement.

106 Consent to Amendments; Waivers

No Party shall be deemed to have waived any provision of this Agreement or any of the other
Transaction Documents unless such waiver is in writing, and then such waiver shall be limited to the
circumstances set forth in such written waiver. This Agreement and the Ancillary Documents shall not be
amended, altered or qualified except by an instrument in writing signed by all the Parties hereto or
thereto, as the case may be.

10.7 Successors and Assigns

Except as otherwise expressly provided in this Agreement, all representations, warranties,
covenants and agreements set forth in this Agreement or any of the Ancillary Agreements by or on behalf
of the Parties thereto will be binding upon and enure to the benefit of such Parties and their respective
successors and permitted assigns. Neither this Agreement nor any of the rights, interests or obligations
hereunder may be assigned by any Party without the prior written consent of the other Party, which
consent may be withheld in such Party's sole discretion, except for assignment by the Purchaser to an
Affiliate of the Purchaser (provided that the Purchaser remains liable jointly and severally with its
assignee Affiliate for the assigned obligations to the Seller).

10.8 Governing Law; Submission to Jurisdiction

10.8.1 Any questions, claims, disputes, remedies or Actions arising from or related to this Agreement,
and any relief or remedies sought by any Parties, shall be governed exclusively by the Laws of the
Province of British Columbia and the federal laws of Canada applicable therein without regard to the rules
of conflict of laws applied therein or any other jurisdiction.

10.8.2 To the fullest extent permitted by applicable Law, each Party (i) agrees that any claim, action or
proceeding by such Party seeking any relief whatsoever arising out of, or in connection with, this
Agreement or the transactions contemplated hereby shall be brought only in the Court; (i) agrees to
submit to the non-exclusive jurisdiction of the Court for purposes of all legal proceedings arising out of, or
in connection with, this Agreement or the transactions contemplated hereby; (i) waives and agrees not to
assert any objection that it may now or hereafter have to the laying of the venue of any such Action
brought in such a court or any Claim that any such Action brought in such a court has been brought in an
inconvenient forum,; (iv) agrees that mailing of process or other papers in connection with any such action
or proceeding in the manner provided in Section 10.9 or any other manner as may be permitted by Law
shall be valid and sufficient service thereof; and (v) agrees that a final judgment in any such action or
proceeding shall be conclusive and may be enforced in other jurisdictions by suit on the judgment or in-
any other manner provided by applicable Law.

10.9 Notices

10.9.1 All demands, notices, communications and reports provided for in this Agreement shall be
deemed given if in writing and delivered, if sent by facsimile, electronic mail, courier or sent by reputable
overnight courier service (delivery charges prepaid) to any Party at the address specified below, or at
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such other address, to the attention of such other Person, and with such other copy, as the recipient Party
has specified by prior written notice to the sending Party pursuant to the provisions of this Section 10.9.

(a) If to the Purchaser, to:

Mark Warren, Deputy Minister - Department of Lands
GOVERNMENT OF THE NORTHWEST TERRITORIES
2" Floor Gallery Building

4923 - 52" Street, PO Box 1320

Yellowknife, NT X1A 2L9

Facsimile: 867-765-5667
Email: mark_warren@gov.nt.ca

with copies (which shall not constitute notice) to:

Lance Williams and Mary Buttery
DLA PIPER (CANADA) LLP
2800 - 666 Burrard Street
Vancouver, BC V6C 2Z7

Facsimile: 604-605-4877
Email: lance.williams@dlapiper.com

(b} If to the Seller, to:

Todd Martin

NORTH AMERICAN TUNGSTEN CORPORATION LTD. c/o ALVAREZ & MARSAL
CANADA INC.

in its capacity as court-appointed Monitor and not in its personal capacity

400 Burrard Street

Suite 1680

Vancouver, BC, V6C 3A6

Facsimile: [ ]

Email; tmartin@alvarezandmarsal.com
and to:

John Sandrelli and Michael Axford
DENTONS CANADA LLP

250 Howe Street, 20th Floor
Vancouver, BC, V6C 3R8

Facsimile: 604-683-5214

Email: john.sandrelii@dentons.com
michael.axford@dentons.com
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10.9.2 Any such demand, notice, communication or report shall be deemed to have been given pursuant
to this Agreement when delivered personally, when confirmed if by facsimile transmission or electronic
mail, or on the calendar day after deposit with a reputable overnight courier service, as applicable.

10.10 Schedules

The Schedules attached hereto constitute a part of this Agreement and are incorporated into this
Agreement for all purposes as if fully set forth herein.

10.11 Counterparts

The Parties may execute and deliver this Agreement in two or more counterparts (no one of
which need contain the signatures of all Parties), including facsimile or scanned PDF document, with the
same effect as if all Parties had executed and delivered the same copy, each of which will be deemed an
original and all of which together will constitute one and the same instrument.

1012 No Presumption

The Parties agree that this Agreement was negotiated fairly among them at arm’s length and that
the final terms of this Agreement are the product of the Parties’ negotiations. Each Party represents and
warrants that it has sought and received experienced legal counsel of its own choosing with regard to the
contents of this Agreement and the rights and obligations affected hereby. The Parties agree that this
Agreement shall be deemed to have been jointly and equally drafted by them, and that the provisions of
this Agreement therefore should not be construed against a Party on the grounds that such Party drafted
or was more responsible for drafting the provisions.

10.13 Severability

if any provision, clause, or part of this Agreement, or the application thereof under certain
circumstances, is held invalid, illegal or incapable of being enforced in any jurisdiction, (i) as to such
jurisdiction, the remainder of this Agreement or the application of such provision, clause or part under
other circumstances; and (i) as for any other jurisdiction, any provision of this Agreement, shall not be
affected and shall remain in full force and effect, unless, in each case, such invalidity, illegality or
unenforceability in such jurisdiction materially impairs the ability of the Parties to consummate the
transactions contemplated by this Agreement. Upon such determination that any clause or other
provision is invalid, illegal or incapable of being enforced in such jurisdiction, the Parties shall negotiate in
good faith to modify this Agreement so as to effect the original intent of the Parties as closely as possible
in a mutually acceptable manner in order that the transactions contemplated hereby be consummated as
originally contemplated to the greatest extent possible even in such jurisdiction.

10.14 Specific Performance

10.14.1 The Seller acknowledges and agrees that any breach of the terms of this Agreement by the Seller
would give rise to irreparable harm for which money damages would not be an adequate remedy, and,
accordingly agrees that, in addition to any other remedies, the Purchaser shall be entitled to enforce the
terms of this Agreement.

10.14.2 The Seller agrees that it will not oppose the granting of an injunction, specific performance and

other equitable relief when expressly available pursuant to the terms of this Agreement on the basis that
(i) there is adequate remedy at law; or (ii) an award of specific performance is not an appropriate remedy
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for any reason at law or equity. In the event the Purchaser seeks an injunction or injunctions to prevent
breaches of this Agreement when expressly available pursuant to the terms of this Agreement and to
enforce specifically the terms and provisions of this Agreement when expressly available pursuant to the

terms of this Agreement, it shall not be required to provide any bond or other security in connection with
any such order or injunction.

10.15 Entire Agreement

This Agreement and the Ancillary Agreements set forth the entire understanding of the Parties
relating to the subject matter thereof, and all prior or contemporaneous understandings, agreements,
representations and warranties, whether written or oral, are superseded by this Agreement and the
Ancillary Agreements, and all such prior or contemporaneous understandings, agreements,
representations and warranties are hereby terminated. In the event of any irreconcilable conflict between
this Agreement and any of the Ancillary Agreements, the provisions of this Agreement shall prevail,
regardless of the fact that certain Ancillary Agreements may be subject to different governing Laws
(unless the Ancillary Agreement expressly provides otherwise).

10.16 Damages

Under no circumstances shall any Party be liable for punitive damages or indirect, special,
incidental, or consequential damages arising out of or in connection with this Agreement or the
transactions contemplated hereby or any breach or alleged breach of any of the terms hereof, including
damages alleged as a result of tortious conduct.

IN WITNESS WHEREOF, the Parties have duly executed this Asset Purchase Agreement as of the date
first written above.

SELLER:

NORTH AMERICAN TUNGSTEN CORPORATION LTD.

By:

Name:
Title:

PURCHASER:
GOVERNMENT OF THE NORTHWEST TERRITORIES

By:

Name:
Title:

By

Name:
Title:
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SCHEDULES

The following Schedules form an integral part of this Agreement.

Schedule A CCAA Charges

Schedule Error! Reference source not found.(a) Knowledge

Schedule Error! Reference source not found.(b) Permitted Encumbrances
Schedule Error] Reference source not found. Mineral Tenures

Schedule Error! Reference source not found. Permits

Schedule Error! Reference source not found. Water Rights

Schedule Error! Reference source not found. Excluded Assets

Schedule Error! Reference source not found. Required Consents



SCHEDULE A
CCAA CHARGES

Administration Charge (as defined in the Amended and Restated Initial Order) to a maximum of
$500,000;

Interim Lender's Charge (as defined in the Amended and Restated Initial Order) to a maximum of
$2,500,000 plus permitted interest, costs, fees and expenses;

Directors' Charge (as defined in the Amended and Restated Initial Order) to a maximum of
$250,000; and A

AR Lender's Charge (as defined in the Order of the Court dated August 13, 2015 in the CCAA
Proceedings) to a maximum of $2,500,000 plus permitted interest, costs, fees and expenses.
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SCHEDULE 1.1(a)
KNOWLEDGE

* With respect to the Seller, Dennis Lindahl (Chief Financial Officer) and Kurt Heikkila (Chief Executive
Officer)

e With respect to the Purchaser, Mark Warren (Deputy Minister, Department of Lands)



SCHEDULE 1.1(b)
PERMITTED ENCUMBRANCES

The net smelter returns royalty of which Teck Resources Limited is the beneficial holder over the
MacTung Property, pursuant to a royalty agreement dated October 7, 1997, between the Seller
and Aur Resources Inc.



SCHEDULE 2.1.1(a)
MINERAL TENURES

Northwest Territories Mining Leases

The following eight mining leases located in the Northwest Territories:

Lease Number Purpose
2605 Mining lease
2692 Mining lease
2886 Mining lease
2887 Mining lease
2888 Mining lease
2889 Mining lease
2890 Mining lease
2891 Mining lease

Yukon Claims and Leases

The following quartz claims and leases located in the Mayo Mining District in the Yukon Territory, NTS
Map Sheet 105008:

Claim Name and No. Grant No. Leases
Betty 1-2 Y 26638 ~ Y 26639

Betty 13 - 20 Y 26650 - Y 26657

Betty 13 Extens YAT7402

Betty 3 Entensi YA77398

Betty 3A Extens YA77400

Betty 4 Extensi YA77398

BETTY NO. 3 Y 26642 Lease
BETTY NO.4-5 Y26643 - Y 26644 Lease
BETTY NO. 6 Y 26645 Lease
BETTY NO.7 Y 26646 Lease
BETTY NO. 8 Y 26647 Lease
BETTY NO. 9 Y 26648 Lease
BETTY NO. 10 Y 26649 Lease
BETTY NO. 11 Y 26640 Lease
BETTY NO. 12 Y 26641 Lease
Border 1 Extens YA77390
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Claim Name and No. Grant No. Leases
Border 10 Exten YA77397

Border 3 Extens YA77391

Border 3A Exten YAT77392

Border 5 Extens YAT77393

Border 5A Extens YA77394

Border 6 Extens YAT77395

Border 9 Extens Y77396

Border No. 1 Y 26946 Lease
Border No. 2 Y 26947 Lease
Border No. 3 Y 26948 Lease
Border No. 4 Y 26949 Lease
Border No. 6 Y 26951 Lease
Border 7 -8 Y 26952 — Y26953 Lease
Border 9 Y 26954 Lease
Border NO. 5 Y 26950 Lease
BORDER NO. 10 Y 26955 Lease
Dawn 1 Extensio YAT7401

DONNA 1 Y 68380 Lease
Grind1-8 YC39588 ~ YC39595

Grind 9 YC39596

Grind 10 - 36 YC39597 - YC39623

Gull1-6 Y 68355 —Y 68360

Gull 7 Y 68361

NAT1F 1 YC01358

NAT10F 10 YC01367

NAT11F 11 YCO01368

NAT12F 12 YC01369

NAT13F 13 YC01370

NAT14F 14 YC01371

NAT2F 2 YC01359

NAT3F 3 YC01360

NAT4F 4 YC01361

NATSF 5 YC01362

NAT6EF 6 YC01363
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Claim Name and No. Grant No. Leases
NAT7F 7 YC01364

NATB8F 8 YC01365

NAT9F 9 YC01366

Par1-24 Y 33480 - Y 33503

Pat No. 1 Y 14731 Lease
PatNo. 3-8 Y 14733 ~Y14738 Lease
Pat No. 18 Y 14748 Lease
Pat No. 20 Y 14750 Lease
Pat No. 22 Y 14752 Lease
Pat No. 24 Y 14754 Lease
Pat No. 25 — 26 Y 26801 —Y 26802 Lease
PAT NO. 17 Y 14747 Lease
PAT NO. 19 Y 14749 Lease
PAT NO. 21 Y 14751 Lease
PAT NO. 23 Y 14753 Lease
Pit1-8 Y 33471 -Y 33478

Wasteful 1 YB03251




SCHEDULE 2.1.1(c)
PERMITS

Permit

Issuing Body

Expiry

.| Class 4 Land Use Permit

Yukon Mineral Resources Branch

21 December 2018




SCHEDULE 2.1.1{f)
WATER RIGHTS

NIiL



SCHEDULE 2.1.2
EXCLUDED ASSETS

NIL



SCHEDULE 7.1(e)
REQUIRED CONSENTS

Consents of Government Entities:

1. Environmental Regulators and Permit Granting Agencies listed at Permits, Approvals and
Registrations below; and

2. the Approval and Vesting Order, as required by section 5.1 of the Agreement.
Permits, Approvals and Registrations

1. Consents necessary to transfer the following permits, approvals and registrations:

T TR >

S i e Gy

& IClass 4 L Yukon Mineral Resources Branch




APPENDIX E
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