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1.0 INTRODUCTION AND BACKGROUND 

1.1 On July 31, 2019, Yukon Zinc Corporation (“YZC” or the “Company”) filed a Notice of 

Intention to Make a Proposal (“NOI”) pursuant to subsection 50.4(1) of the Bankruptcy and 

Insolvency Act, R.S.C. 1985, c. B-3, as amended  (the “BIA”) and Alvarez & Marsal Canada Inc. 

consented to act as Trustee under the Proposal (“A&M” and the “Proposal Trustee”).   

1.2 On August 22, 2019, the Supreme Court of British Columbia granted an order (the “August 22, 

2019 Order”), which is attached hereto as Appendix “A”, that provided for, among other things, 

the following: 

a) extension of the initial stay period under the NOI proceedings to make a proposal from 

August 30, 2019 to October 7, 2019; and 

b) authorization of YZC to borrow up to $3.0 million under a credit facility (“Interim 

Lending Facility”) from Century Acquisitions Inc. (the “Interim Lender”) to fund its 

working capital requirements. 

1.3 A copy of the court materials and other information pertaining to these proceedings are posted on 

the Proposal Trustee’s website at www.alvarezandmarsal.com/YukonZincCorporation (the 

“Proposal Trustee’s Website”). 

2.0 PURPOSE OF REPORT 

2.1 The purpose of this report is to provide the creditors and this Honourable Court with:  

a) information regarding a material adverse change in the projected cash-flow and financial 

circumstances of the Company; and 

b) the Proposal Trustee’s intended course of action. 

3.0 TERMS OF REFERENCE 

3.1 In preparing this report, A&M has necessarily relied upon unaudited financial and other 

information provided by the Company and other third parties. Although this information has been 

subject to review, A&M has not conducted an audit or otherwise attempted to verify the 

information’s accuracy or completeness. 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. 

3.2 Certain of the information referred to in this report consists of financial forecasts and/or 

projections prepared by the Company. An examination or review of financial forecasts and 

projections and procedures as outlined by the Chartered Professional Accountants of Canada has 

http://www.alvarezandmarsal.com/YukonZincCorporation
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not been performed by A&M. 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 forecasts and/or projected and the variations 

could be significant. 

4.0 MATERIAL ADVERSE CHANGE 

4.1 Pursuant to the August 22, 2019 Order, $350,000 and $268,000 were to be paid directly from the 

Interim Lender to the Government of Yukon (“YG”) during the weeks ending August 30, 2019 

and September 6, 2019, respectively. These amounts were to fund the Projected Remediation 

Costs as defined in the First Report of the Proposal Trustee dated August 19, 2019. The Proposal 

Trustee has confirmed with the Company and YG that these amounts have not been funded and 

remains outstanding as at the date of this report. 

4.2 The 13-week cash flow statement for the period ending October 25, 2019 filed by the Company 

(the “13-Week Cash Flow”) indicated that additional funding of $274,000 was required from the 

Interim Lender to fund ongoing operational expenses including basic mine care, maintenance and 

site costs, salaries and wages, professional fees and other overhead costs up until the week ending 

September 6, 2019. A copy of the 13-Week Cash Flow is attached hereto as Appendix “B”. The 

Proposal Trustee has confirmed with the Company that this funding has not been received and 

remains outstanding as at the date of this report. 

4.3 As a result of the inability to obtain financing from the Interim Lending Facility, the Company 

will be unable to meet several of its post-NOI filing obligations up until September 6, 2019, 

including:  

a) the Projected Remediation Costs for water treatment, plant construction and monitoring 

activities as required by YG of $618,000; 

b) estimated mine care, maintenance and site costs including fuel, flights, contractor fees, and 

supplies of $123,000; and 

c) rent for the head office lease of $5,000. 

4.4 Based on the foregoing, the Proposal Trustee has ascertained that there has been a material 

adverse change in the Company’s circumstances which has or will result in: 

a) a significant adverse effect on the projected cash-flow; 

b) a significant or reasonably expected significant impairment to the Company’s financial 

circumstances and the ability of YZC to carry on operations; and 

c) a significant impairment to the likelihood of success of a proposal. 
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