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On October 3, 2018 (the “Filing Date”), BMLP filed a Notice of Intention to make a
Proposal (the “NOI”) pursuant to section 50.4 of the Bankruptcy and Insolvency Act,
R.S.C. 1985, c. B-3 (as amended, the “BIA”). Ernst & Young Inc. (the “Proposal
Trustee”) was appointed as proposal trustee under the NOI.

BMLP is indebted to its secured creditors (the “Secured Creditors”) in the aggregate
amount of approximately $65,553,462, as set out in more detail below:

(a) Callidus Capital Corp. (“Callidus”) in the amount of approximately $63,289,858
as at September 10, 2018 as one of the obligors under the Arthon group’s
financing, which includes, among others, BMLP, SMI and AIL;

(b) the Province of British Columbia (the “Province”) with respect to a contingent
claim in the amount of approximately $972,416 for unpaid provincial sales tax
("PST") as at August 23, 2018; and

(c) AlL, Arthon Constructors Corp. and Sandhill Equipment Corp. in the amount of
approximately $1,291,188 as at September 13, 2018.

As of the Filing Date, BMLP’s other key liabilities include:

(a) reclamation responsibilities relating to a mining permit located in Coalmont,
British Columbia (the “Mining Permit”);

(b) a mining agreement (as amended, the “Mining Agreement”) between Pacific
West Coal (Holdings) Ltd. (“PWC”) and BMLP with respect to an underlying coal
claim with, inter alia, minimum quarterly royalty payments in the amount of
$30,000; and

(c) accounts payable in the amount of approximately $4,368.

Sales Process and BMLP’s Acquisition of the Mine

6.

10.

BMLP acquired the Mining Permit and Mining Agreement from Coalmont Energy Corp.
("CEC”) as part of a court approved transaction arising within proceedings commenced
pursuant to the Companies Creditors’ Arrangement Act , R.S.C. 1985, c. C-36 (the
‘CCAA").

In 2013, CEC was experiencing financial difficulties, which ultimately resulted in CEC
(and a number of related companies including AlL) seeking creditor protection under the
CCAA. An initial order was granted on November 29, 2013 in relation to, inter alia, CEC,
AlL and some of its other subsidiaries (the “CCAA Debtors”).

As part of the CCAA proceedings, MNP Corporate Finance (“MNP”) was engaged to
market and sell the assets of CEC (the “CEC Assets”), which assets included the Mining

Permit and Mining Agreement.

The CEC Assets were widely marketed in North America and internationally as part of a

formal sales process that was run within the CCAA proceedings. Although MNP received
some non-binding letters of intent, none of the non-binding letters of intent resulted in an
offer for the CEC Assets that was concluded.

Given the limited interest generated by the sales process for the CEC Assets and the
general decline in thermal coal markets, the mine was placed under care and
maintenance, which was and continues to be funded by AlL (using funding from
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Callidus) at a current cost of approximately $60,000 per month (the “Maintenance
Costs”).

Due to the limited interest in the CEC Assets, the formal sales process was discontinued
and the CEC Assets were ultimately sold to BMLP, who is related to the CCAA Debtors,
through a court approved transaction (the “CCAA Transaction”) approved on January
29, 2015.

As part of the CCAA Transaction:
(a) SMI purchased the CEC Assets, which assets were ultimately vested in BMLP;

(b) BMLP assumed the secured debt owing by CEC to CEC'’s secured creditors and
became an obligor under the indebtedness to Callidus; and

() BMLP considered the purchase of the CEC Assets to be exempt under the
product machinery and equipment exemption under the Provincial Sales Tax Act,
S.B.C. 2012, c. 35 (the "PST Exemption”).

Post-CCAA Sale Efforts

13.

14.

15.

16.

17.

18.

As early as February 2016, Callidus advised BMLP that Callidus wanted BMLP to sell
the CEC Assets, in particular to stop the Maintenance Costs. As a result, BMLP began
canvassing potential purchasers for the CEC Assets.

From the close of the CCAA Transaction to August 2016, BMLP approached various
contacts in the mining industry in an attempt to find a financial partner who was willing to
fund the capital expenditures and working capital costs associated with restarting the
mine. In the alternative, BMLP was seeking a potential joint-venture partner that would
take over the Maintenance Costs while allowing BMLP to retain an interest in the mine in
the event that the mine was eventually restarted. However, thermal coal prices were well
below the break-even point during this period and no interested party could be found.

In the summer of 2016, BMLP considered removing the coal plant and generators from
the mine site and storing these items until the market for coal improved, at which time
these items could be marketed for sale. It was ultimately determined that the costs
associated with removing and storing these items far exceeded any realistic recovery
that would be received from the sale of these items.

Between September 2016 and December 2016, BMLP engaged Ritchie Bros.
Auctioneers (the “Auctioneer”) to market the coal plant and generators. The Auctioneer
was also instructed to advise any potential purchasers that BMLP would welcome a
joint-venture should a purchaser be interested in restarting the mine.

The Auctioneer showed the coal plant and generators at the Las Vegas MineExpo in late
September 2016. In addition, the Auctioneer engaged in its standard internal marketing
program (the “Marketing Program”), which entails making calls, sending out mail-outs
and emails to its various contacts.

No offers were received through the Marketing Program and the feedback provided
through this process was that purchasers were not willing to commit funds to coal-
related assets until coal prices showed long-term stability.
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By December 2016, thermal coal prices had recovered significantly and MNP was re-
engaged by BMLP to contact a limited number of potential purchasers or financial
partners for the CEC Assets. One letter of intent was received in July 2017, however the
letter of intent ultimately lapsed and was not pursued by the potential purchaser.

The primary challenges to finding a purchaser or financial partner for the CEC Assets is
the general uncertainty of the long-term stability of thermal coal prices and the significant
capital investment required to restart the mine. The capital requirements necessary to
restart the mine are projected to be in the range of $25-30 million.

In July 2017, Callidus reiterated its desire that BMLP sell the CEC Assets and requested
a summary of the options for disposing of the CEC Assets. Given the challenges noted
above, BMLP (in consultation with Callidus) determined that the most effective method
of selling the CEC Assets would be to find a purchaser who was willing to purchase the
assets at a discounted price in exchange for assuming certain reclamation liabilities
associated with the CEC Assets (the “Discounted Sale Option”).

BMLP only received one expression of interest in the Discounted Sale Option. The
expression of interest came from the Purchaser.

PST and Maintenance Costs Issues

23.

24.

In 2016, the Province audited the CCAA Transaction and assessed PST on the transfer
value of the CCAA Transaction in the amount of approximately $800,000 (the
‘Assessment’) notwithstanding the PST Exemption.

In September 2016, BMLP appealed the Assessment (the “PST Appeal”). The outcome
of the PST Appeal remains outstanding.

The Pioneer LOIl and Purchase Agreement

25.

26.
27.

28.

On November 15, 2017, a non-binding letter of intent (the “LOI") was received from the
Purchaser. In accordance with the terms of the LOI, the Purchaser offered to, inter alia:

(a) acquire all of the assets currently at the mine site including the Mining
Agreement, all governmental permits and licenses, the coal wash plant,
generators, miscellaneous buildings and other assets, the coal inventory and the
letter of credit posted with the Ministry of Mines;

(b) assume the reclamation liabilities related to the Mining Permit, but not any other
liabilities that are incurred prior to the closing date; and

(c) pay a purchase price in the amount of $200,000.
The Purchaser is not a related party to BMLP.

BMLP executed the LOI on November 23, 2017, following which BMLP and the
Purchaser engaged in a period of negotiations culminating in the execution of the
Purchase Agreement.

The key terms of the Purchase Agreement include:

(a) purchase and sale of the Equipment, together with the Inventory, BMLP's rights
under the Licenses and Permits, the Letter of Credit and the Mining Agreement

LEGAL*45956855.10



-5-

(each as defined in the Purchase Agreement and collectively referred to as the
‘Purchased Assets’);

(b) purchase price for the Purchased Assets of $200,000 (the “Purchase Price”),
which Purchase Price is allocated as follows:

Asset Value

Mining Agreement, Licences and Permits $226,444
Equipment $95,000
Inventory $4,999
Letter of Credit (net of reclamation costs) $1.00
LESS Cost of Reclamation Trust Account ($126,444)
TOTAL $200,000

(c) with effect from the Closing Date (as defined in the Purchase Agreement), the
Purchaser shall assume all obligations and liabilities which are to be observed,
performed or paid from and after the Closing Date under:

(i)
(if)
(iif)
(iv)

)

(v

the Mining Agreement;

the obligation to establish the Reclamation Trust Account;
the Licenses and Permits;

the Letter of Credit; and

any other contract, agreement or obligation specifically agreed to be
assumed by the Purchaser in the Purchase Agreement; and

(collectively, the “Liabilities”);

(d) the Purchased Assets are being sold on an “as is, where is” basis:

(e) closing is conditional upon (among other things):

(i)
(ii)

(iii)

obtaining the consent to the assignment of the Mining Agreement;

obtaining the consent to the assignment of the Licences and Permits and
the Letter of Credit (collectively, the “Consents”);

this Honourable Court granting an order approving the Purchase
Agreement;

(f) if, by the Closing Date, all Consents have not been obtained, closing will occur
with the following modifications:

(i)

(ii)
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the Letter of Credit for which a Consent has not been obtained in trust for
the benefit of the Purchaser;

(iii) the Purchaser will pay the Purchase Price to the Trustee on the condition
that;

(A) the Purchase Price be held in trust until all Consents have been
obtained,

(B) once the outstanding Consents have been obtained the Trustee
will release the Purchase Price to or to the order of BMLP; and

(9] if any Consent is ultimately denied and all appeals of such denial
have been exhausted, the Trustee will return the Purchase Price
less the sum of $1.00 to the Purchaser and will pay the sum of
$1.00 to BMLP and thereafter the sale and purchase of the Assets
will be deemed to have been completed pursuant to the terms of
the Purchase Agreement.

Each of the Secured Creditors have been given notice of this Application and have
consented to the Purchase Agreement.

Value of the Purchased Assets and the Purchase Price

Value of the Letter of Credit

30.

31.

32.

33.

The Letter of Credit was issued by the Bank of Montreal on July 27, 2011 in the sum of
$276,547 in order to secure any reclamation liabilities related to the Mining Permit that
become due and owing to the Province. Because the Letter of Credit secures the
liabilities related to the Mining Permit, the Letter of Credit has historically been
transferred with the Mining Permit so long as the liabilities related to the Mining Permit
are also transferred (as is the case here). The obligations under the Letter of Credit are
secured by funds held by the Bank of Montreal.

The Letter of Credit was originally held by Compliance Coal Corp. and was subsequently
transferred to: (i) CEC when CEC purchased the Mining Permit; and (ii) BMLP when
BMLP purchased the Mining Permit.

As noted in paragraph 28(b) above, under the Purchase Agreement the Letter of Credit
(and associated funds) have been assigned a value of $1.00 despite having a face value
of $276,547. The amount of the reclamation liabilities associated with the Mining Permit
were estimated to be $316,500 in 2017. Because, the Letter of Credit guarantees the
reclamation liabilities, which liabilities exceed the value of the Letter of Credit, the Letter
of Credit (and associated funds) have no real value so long as the reclamation liabilities
exist.

If the assets of BMLP were to be liquidated, the Province would call on the Letter of
Credit in order to satisfy the reclamation liabilities. As such, in a liquidation scenario, the
Letter of Credit would be paid to the Province and the associated funds would not form
part of the assets of BMLP’s estate.

Value of the Reclamation Trust Account

34.

In accordance with the terms of the Mining Agreement, the lessee under the Mining
Agreement is required to establish a trust account (the “Reclamation Trust Account”)
for the purposes of securing the performance of the reclamation, rehabilitation,
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restoration and abandonment work in respect of the property necessary to ensure that
the lessee is in compliance with any applicable laws.

35. The current amount owing to the Reclamation Trust Account is $126,444. As part of its
assumption of the Mining Agreement, the Purchaser is also assuming liability for the
amounts owing to the Reclamation Trust Account. As such, the liabilities owing to the
Reclamation Trust Account have been offset as against the total purchase price.

Modification to Purchase Price if Consents not Obtained

36. As noted in paragraph 28(b) above, the Mining Agreement, Licences and Permits are
the assets that form the majority of the value of the Purchased Assets. In the absence of
the Mining Agreement, Licences and Permits, the Equipment and Inventory are worth
less than the cost to remove them from the mine site. As such, if the Consents are not
obtained (meaning that the Licences and Permits do not transfer to the Purchaser) the
Purchased Assets are of no real value.

Part 3: LEGAL BASIS

37. Generally, BMLP relies upon Rules 11 to 13 of the Bankruptcy and Insolvency Rules and
Division | of Part lll of the BIA, including section 65.13, and the inherent jurisdiction of

this Honourable Court.
38. Section 65.13 of the BIA provides, relevantly, as follows:

“(1) An insolvent person in respect of whom a notice of intention is filed under
section 50.4 or a proposal is filed under subsection 62(1) may not sell or
otherwise dispose of assets outside the ordinary course of business unless
authorized to do so by a court. Despite any requirement for shareholder
approval, including one under federal or provincial law, the court may authorize
the sale or disposition even if shareholder approval has not been obtained.

(3) An insolvent person who applies to the court for an authorization shall give
notice of the application to the secured creditors who are likely to be affected by
the proposed sale or disposition.

(4) In deciding whether to grant the authorization, the court is to consider, among
other things:

(a) whether the process leading to the proposed sale or disposition was
reasconable in the circumstances;

(b) whether the trustee approved the process leading to the proposed sale or
disposition;

(c) whether the trustee filed with the court a report stating that in their opinion the
sale or disposition would be more beneficial to the creditors than a sale or

disposition under a bankruptcy;
(d) the extent to which the creditors were consulted;

(e) the effects of the proposed sale or disposition on the creditors and other
interested parties; and
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(f) whether the consideration to be received for the assets is reasonable and fair,
taking into account their market value.

(7) The court may authorize a sale or disposition free and clear of any security,
charge or other restriction and, if it does, it shall also order that other assets of
the insolvent person or the proceeds of the sale or disposition be subjectto a
security, charge or other restriction in favour of the creditor whose security,
charge or other restriction is to be affected by the order.

(8) The court may grant the authorization only if the court is satisfied that the
insolvent person can and will make the payments that would have been required
under paragraphs 60(1.3)(a) and (1.5)(a) if the court had approved the proposal.”

Process Leading to Purchase Agreement is Reasonable in Circumstances

39.

40.

41.

42.

43.

The Purchased Assets (which formed part of the CEC Assets) were extensively
marketed as part of the CCAA proceedings to potential acquirers and investors both in
North America and internationally. The CCAA sales process ultimately did not result in
any offers being completed.

Following the transfer of the CEC Assets to BMLP, BMLP:

(a) approached various contacts in the mining industry in an attempt to find a
financial partner or pursue a joint-venture and restart the mine:

(b) engaged the Auctioneers to market and sell the coal plant and generators or, in
the alternative, find a party interested in pursuing a joint-venture with BMLP;

(c) re-engaged MNP to market and sell the CEC Assets: and

(d) contacted select purchasers to discuss the sale of the CEC Assets at a
discounted price in exchange for the purchaser assuming certain reclamation
liabilities associated with the mine.

Of the options pursued above, BMLP only received two expressions of interest. One
expression of interest came from a party who executed a letter of intent, ultimately
lapsed and was not pursued further by the potential purchaser. The other expression of
interest came from the Purchaser and was in relation to the Discounted Sale Option.

Over several months, BMLP negotiated in good faith the terms of the LO! with the
Purchaser, leading to the Purchase Agreement.

Given BMLP’s efforts in:

(a) continuing to enter into discussions with potential purchasers following the CCAA
sales process;

(b) consulting with the Proposal Trustee and Secured Creditors in reviewing its
options; and

(c) negotiating a Purchase Agreement that:

0 transfers the Liabilities with the Purchased Assets;
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(i) contains a provident purchase price; and

(iii) received the consent of each of the Secured Creditors notwithstanding
the shortfall to the Secured Creditors and the PST Appeal,

BMLP submits that the process leading to the proposed Transaction and Purchase
Agreement was reasonable in these circumstances.

Trustee Approved Process Leading to Purchase Agreement

44, BMLP sought feedback from the Trustee prior to finalizing the Purchase Agreement and
the Trustees will file a report (the “Report”) with the court indicating its support of the
proposed sale.

45, As set out in the Report, the Trustee is of the view that, inter alia:
(a) BMLP’s efforts to sell the CEC Assets were reasonable in the circumstances:

(b) the purchase price for the Purchased Assets is fair and reasonable in the
circumstances;

(c) a further extended marketing process (if funding was available) would not result
in a materially different result; and

(d) the Purchase Agreement will result in a superior recovery to a bankruptcy.

Consultation of Secured Creditors

46, The Secured Creditors have been kept appraised of the process leading to the proposed
sale of the Purchased Assets and each of the Secured Creditors consents to or takes no
position regarding the Purchase Agreement.

Effects of Purchase Agreement on Creditors

47. The Purchase Agreement will see substantially all of BMLP’s assets, as well as the
Liabilities, transferred to the Purchaser, which BMLP submits maximises value for its

stakeholders.

48. As a result of BMLP’s high level of secured debt, the care and maintenance status of the
mine, the Assessment and BMLP's inability to continue funding the Maintenance Costs,
the only reasonable alternative to the Purchase Agreement is the bankruptcy of BMLP
and the subsequent liquidation of BMLP’s assets, which will likely result in a lower
recovery, if any, as opposed to that provided by the Purchase Agreement.

49. Absent the sale of the Purchased Assets pursuant to the Purchase Agreement, there will
be no funds available for payment of BMLP’s indebtedness to its creditors.

50. The Purchase Agreement is supported by, inter alia, Callidus, who will suffer a material
shortfall.

Consideration is Fair and Reasonable

51. The offer received from the Purchaser was the only reasonable offer received for the
Purchased Assets.
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Assigning a value of $1.00 to the Letter of Credit (and associate funds) is fair and
reasonably in the circumstances because (among other reasons):

(a) the Letter of Credit secures the reclamation liabilities associated with the Mining
Permit; and

(b) the amount of the reclamation liabilities associated with the Mining Permit were
estimated to be $316,500 in 2017.

Because, the Letter of Credit secures the reclamation liabilities, which liabilities exceed
the value of the Letter of Credit, the Letter of Credit (and associated funds) have no real
value so long as the reclamation liabilities exist.

The reduction in Purchase Price to $1.00 in the event that the Consents are not obtained
is fair and reasonable in the circumstances because (among other reasons):

(a) the Mining Agreement, Licences and Permits are the assets that form the
majority of the value of the Purchased Assets;

(b) in the absence of the Mining Agreement, Licences and Permits, the Equipment
and Inventory are worth less than the cost to remove them from the mine site:
and

(c) in a liquidation scenario, it is unlikely that the Equipment and Inventory could be

sold for more than $1.00.

Given, inter alia:

(a) the limited interest generated by the CCAA sales process and the subsequent
marketing efforts for the CEC Assets (which assets included the Purchased

Assets);

(b) the general decline in thermal coal markets and the continued concern of
potential purchasers regarding the long-term stability of thermal coal prices;

(c) the inability of BMLP to continue to fund the Maintenance Costs; and
(d) the Liabilities associated with the Mine,

the consideration to be received for the Purchased Assets is reasonable and fair in the
circumstances.

MATERIAL TO BE RELIED ON
Affidavit of Kerry Leong sworn October 3, 2018;
First Report of the Proposal Trustee, to be filed; and

Such further and other materials as counsel may advised and this Honourable Court
may permit.

The applicant estimates that the Application will take 45 minutes.

[

This matter is within the jurisdiction of a Master.
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To be completed by the Court only:
Order made
] in the terms requested in paragraphs of Part 1 of this Notice of Application

] with the following variations and additional terms:

Date:

Signature of [ ] Judge [ Master
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APPENDIX

THIS APPLICATION INVOLVES THE FOLLOWING:

XUOOOOoooooooooodo

discovery: comply with demand for documents
discovery: production of additional documents
other matters concerning document discovery
extend oral discovery

other matter concerning oral discovery
amend pleadings

add/change parties

summary judgment

summary trial

service

mediation

adjournments

proceedings at trial

case plan orders: amend

case plan orders: other

experts

other
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SCHEDULE “A”

NO.

ESTATE NO. 11-2427899
DIVISION NO. 03
VANCOUVER REGISTRY

IN THE SUPREME COURT OF BRITISH COLUMBIA
IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE NOTICE OF INTENTION
TO MAKE A PROPOSAL OF
BASIN MINE LIMITED PARTNERSHIP

SERVICE LIST

Cassels Brock & Blackwell LLP
2200 — 885 West Georgia Street
Vancouver, BC V6C 3E8
Attention: H. Lance Williams

Email: Iwilliams@casselsbrock.com
sdanielisz@casselsbrock.com

Counsel for Basin Mine Limited Partnership

Ernst & Young Inc.

700 West Georgia Street

PO Box 10101

Vancouver, BC V6C 3E8
Attention: Mike Bell

Email: Mike Bell@ca.ey.com

The Proposal Trustee

Borden Ladner Gervais LLP
1200 Waterfront Centre

200 Burrard Street

PO Box 48600

Vancouver, BC V7X 1T2

Attention: Magnus C. Verbrugge
Email: mverbrugge@blg.com

Counsel for Callidus Capital Corporation

Ministry of Attorney General
Province of British Columbia
4" Floor, 1675 Douglas Street
PO Box 9289 Stn Prov Govt
Victoria, BC V8W 9J7

Attention: Aaron Welch

Email: Aaron.Welch@gov.bc.ca

Counsel for Her Majesty the Queen in
Right of the Province of British Columbia

Office of the Superintendent of Bankruptcy
300 West Georgia Street, Suite 2000
Vancouver, BC V6B 6E1

Attention: Si Jie Liu

Emait: sijie.liu@canada.ca
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SCHEDULE “B”

NO.
ESTATE NO. 11-2427899
VANCOUVER REGISTRY

IN THE SUPREME COURT OF BRITISH COLUMBIA
IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE NOTICE OF INTENTION
TO MAKE A PROPOSAL OF
BASIN MINE LIMITED PARTNERSHIP

ORDER MADE AFTER APPLICATION
(APPROVAL AND VESTING ORDER)

BEFORE THE HONOURABLE ) FRIDAY, THE 5™ DAY

JUSTICE SEWELL )
) OF OCTOBER, 2018

THE APPLICATION of Basin Mine Limited Partnership (“BMLP”) coming on for hearing at
Vancouver, British Columbia, on the 5" day of October, 2018, AND ON HEARING H. Lance
Williams, counsel for BMLP, and those other counsel listed on Schedule “A” hereto; AND
UPON READING the material filed, including the Report of the Proposal Trustee dated October

3, 2018 (the “Report’);
THIS COURT ORDERS AND DECLARES THAT:

I The time for service of the Notice of Application is hereby abridged and properly

returnable today.

2. The sale transaction (the “Transaction”) contemplated by the Asset Purchase
Agreement dated October 3, 2018 (the “Sale Agreement”) between BMLP, by its
general partner 1025 and Pioneer Sand and Gravel Ltd. (the “Purchaser”), a copy of
which is attached as Schedule “B” hereto is hereby authorized and approved. The
execution of the Sale Agreement by BMLP is hereby authorized and approved, and
BMLP is hereby authorized and directed to take such additional steps and execute such

additional documents as may be necessary or desirable for the completion of the
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Transaction and for the conveyance to the Purchaser of the assets described in the Sale

Agreement (the “Purchased Assets”).

3. Capitalized terms used but not otherwise defined in this Order shall have the meanings

ascribed to them in the Sale Agreement.

4, Upon delivery by Ernst &Young Inc., in its capacity as proposal trustee of BMLP, to the
Purchaser of a certificate substantially in the form attached as Schedule “C” hereto (the
“Trustee’s Certificate”), all of the Debtor’s right, title and interest in and to the
Purchased Assets described in the Sale Agreement shall vest absolutely in the
Purchaser in fee simple, free and clear of and from any and all security interests
(whether contractual, statutory, or otherwise), hypothecs, mortgages, trusts or deemed
trusts (whether contractual, statutory, or otherwise), liens, executions, levies, charges, or
other financial or monetary claims, whether or not they have attached or been perfected,
registered or filed and whether secured, unsecured or otherwise (collectively, the
“Claims”) including, without limiting the generality of the foregoing all charges, security
interests or claims evidenced by registrations pursuant to the Personal Property Security
Act of British Columbia or any other personal property registry system (all of which are
collectively referred to as the “Encumbrances”, and, for greater certainty, this Court
orders that all of the Encumbrances affecting or relating to the Purchased Assets are

hereby expunged and discharged as against the Purchased Assets.

5. For the purposes of determining the nature and priority of Claims, the Purchase Price
shall stand in the place and stead of the Purchased Assets, and from and after the
Closing Date all Claims shall attach to the Purchase Price with the same priority as they
had with respect to the Purchased Assets immediately prior to the sale, as if the
Purchased Assets had not been sold and remained in the possession or control of the

person having had possession or control immediately prior to the sale.
6. Notwithstanding:
(a) these proceedings;

(b) any applications for a bankruptcy order in respect of BMLP now or hereafter
made pursuant to the Bankruptcy and Insolvency Act and any bankruptcy order

issued pursuant to any such applications; and
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(c) any assignment in bankruptcy made by or in respect of BMLP,

the vesting of the Purchased Assets in the Purchaser pursuant to this Order shall be
binding on any trustee in bankruptcy that may be appointed in respect of BMLP and shall
not be void or voidable by creditors of BMLP, nor shall it constitute or be deemed to be a
transfer at undervalue, fraudulent preference, assignment, fraudulent conveyance or
other reviewable transaction under the Bankruptcy and Insolvency Act or any other
applicable federal or provincial legislation, nor shall it constitute oppressive or unfairly

prejudicial conduct pursuant to any applicable federal or provincial legislation.

BMLP or any other party have liberty to apply for such further or other directions or relief

as may be necessary or desirable to give effect to this Order.

Endorsement of this Order by counsel appearing on this application, other than counsel

for BMLP, is hereby dispensed with.

THE FOLLOWING PARTIES APPROVE THE FORM OF THIS ORDER AND CONSENT TO
EACH OF THE ORDERS, IF ANY, THAT ARE INDICATED ABOVE AS BEING BY CONSENT:

Signature of H. Lance Williams
(Cassels Brock & Blackwell LLP)
Lawyer for Basin Mine Limited Partnership

BY THE COURT

REGISTRAR
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Schedule A — List of Counsel

NAME PARTY REPRESENTED
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ASSET PURCHASE AGREEMENT

THIS AGREEMENT dated as of the 3™ day of October, 2018 is between:

BASIN MINE LIMITED PARTNERSHIP, a limited partnership pursuant
to the laws of British Columbia,

(the “Seller”)
AND
PIONEER SAND AND GRAVEL LTD., a body corporate pursuant to the
laws of British Columbia,
(the "Buyer”)
BACKGROUND
A The Seller owns and operates the Business and owns or holds under valid license or lease the
Assets.
B. On October 3, 2018 the Seller filed a notice of intention to make a proposal under the BIA.
C. The Seller has agreed to seli, and the Buyer has agreed to buy, the Assets on the terms set out in

this Agreement.

AGREEMENTS

For good and valuable consideration, the receipt and sufficiency of which each Party acknowledges, the
Parties agree as follows:

PART 1
INTERPRETATION
1.1 Defined Terms. In this Agreement:
(a) ‘Assets” means collectively the Seller's right, title and interest in and to the equipment,

machinery, parts, tools, accessories and other tangible personal property listed in
Schedule "A" hereto (the “Equipment’), together with the Inventory, and the Seller's
rights under the Licenses, the Letter of Credit and the Mining Agreement:

(b) “‘Basin Mine Lands” means those lands more particularly described in Schedule "D"
hereto, the rights to which are held by the Seller under License of Occupation No.
347182, as may be amended or modified from time to time;

(c) “BIA” means the Bankruptcy and Insolvency Act, R.S.C. 1985, ¢. B-3, as amended:

(d) “Business” means the coal extraction and processing activities carried on by the Seller
or its predecessors at the Basin Mine Lands;

(e) ‘Business Day” means any day from Monday to Friday, inclusive, except for any day
that is a statutory holiday in British Columbia;
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“Closing Date" has the meaning given in paragraph 9.1;
‘Consents” has the meaning given in paragraph 8.1 (d);
“Court” means the Supreme Court of British Columbia;

“Environmental Laws” means any applicable federal, provincial, municipal or local laws,
regulations, orders, governmental decrees or ordinances concerning environmental,

health or safety matters;

‘Governmental Authority" means any Canadian (whether federal, territorial, provincial,
municipal or local), international or foreign government, governmental authority, quasi-
governmental authority, court, self-regulatory organization, commission, tribuna! or
organization, or any agent, subdivision, department or branch of any of the foregoing;

‘Hazardous Substances” means any pollutant, contaminant, waste, special or
hazardous waste, toxic or hazardous substance or material which, when released into the
natural environment is likely to cause harm or risk to the natural environment or to human
or animal health, including without limitation, any substance considered hazardous under

Environmental Laws;

‘Inventory” means the stockpiled coal, raw materials, work in progress, and replacement
parts of or relating to the Business;

"Letter of Credit” means the letter of credit reference no. MBT03392750S dated July 27,
2011 in the sum of $276,547 issued by Bank of Montreal;

‘Licenses and Permits” means the licences, permits, registrations, consents and other
rights entered into or obtained by the Seller from any Governmental Authority with
respect to the Business or any of the Assets listed in Schedule "C" hereto:

"Mining Agreement” means the Mining Agreement between the Seller and Pacific West
Coal Ltd. dated April 28, 2011, as amended and supplemented from time to time;

"Mining Agreement Consent” has the meaning given in paragraph 8.1 (c);

“Parties” means the Seller and the Buyer, and their respective successors and assigns,
and "Party” means any one of the Parties;

“Permitted Encumbrances” means the encumbrances, if any, listed in Schedule "B":

‘Person’ means an individual, a corporation, a society, a partnership, a government or
any government department or agency, a trustee, any unincorporated organization, and
includes the heirs and legal representatives of an individual;

‘Proceeding” means the proceedings commenced by the Seller in the Court pursuant to
the BIA,

“Purchase Price” has the meaning given in paragraph 2.2;

‘Reclamation Trust Account” means the trust account to be established pursuant to the
terms of the Mining Agreement;

“Trustee” means the proposal trustee appointed by the Court in the Proceeding; and
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(x) "Vesting Order” has the meaning given in paragraph 8.1(a).
1.2 Schedules. The following attached Schedules form part of this Agreement:

Schedule “A” Assets

Schedule “B” Permitted Encumbrances
Schedule “C” Licenses and Permits
Schedule “D” Basin Mine Lands

PART 2
AGREEMENT TO SELL AND CONSIDERATION

2.1 Agreement to Sell. The Seller will sell, and the Buyer will buy, all of the Seller's rights, title and
interest in and to the Assets on the terms set out in this Agreement.

2.2 Calculation of Purchase Price. The Purchase Price for the Assets will be calculated as follows:

Asset Value

(a) the Mining Agreement, Licences and Permits:  $226,444
(b) Equipment; $95,000
(c) Inventory: $4,999
(d) the Letter of Credit (net of reclamation costs):  $1.00
LESS:

Cost of Reclamation Trust Account: $126,444
TOTAL ("Purchase Price") $200,000

2.3 Payment of Purchase Price. The Purchase Price will be paid in full by solicitors trust cheque or
wire transfer on the Closing Date.

PART 3
TAXES

3.1 Taxes. The Buyer will pay all taxes payable upon the purchase of the Assets. Each of the Buyer
and Seller will make the election provided for by section 167 of the Excise Tax Act (Canada) in the
prescribed form, and the Buyer will file such election within the prescribed time. If the Buyer is not a
registrant under the Excise Tax Act (Canada) it will pay all goods and services tax payable in respect of
the purchase of the Assets to the Seller on the Closing Date. '

PART 4
REPRESENTATIONS

4.1 Representations of the Seller. The Seller represents and warrants to the Buyer as follows:

(a) Status of Seller. The Seller is an existing corporation under the laws of British
Columbia, is in good standing with respect to the filing of annual returns with the
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Registrar of Companies, has the power and capacity to dispose of the Assets and to
enter into this Agreement and carry out its terms.

Canadijan Residency. The Seller is a resident in Canada within the meaning of the

(b)
Incorne Tax Act (Canada) and on the Closing Date shall not be a non-resident of Canada
within the meaning of the /ncome Tax Act (Canada),
42 Representations of the Buyer. The Buyer represents and warrants to the Seller as follows:
(a) Status of the Buyer. The Buyer is an existing corporation under the laws of British

(b)

(d)

Columbia and is in good standing with the Registrar of Companies.

Capacity. The Buyer has the right and authority to enter into this Agreement on the
terms and conditions set out herein and has duly passed all corporate resolutions
necessary to authorize the transactions contemplated by this Agreement. This
Agreement constitutes a valid and binding obligation of the Buyer.

Governmental Authorization. Except as expressly referred to in this Agreement, the
execution, delivery and performance of this Agreement by the Buyer requires no action
by, consent or approval of, or filing with, any Governmental Authority.

GST Registrant. The Buyer is a registrant for purposes of the Excise Tax Act (Canada)
and the Buyer's registration number is 84631-3203-RT0001,

PART §
RESPONSIBILITY FOR LIABILITIES AND OBLIGATIONS

5.1 Assumed Liabilities and Obligations. With effect from the Closing Date, the Buyer shall
assume and be solely responsible for all obligations and liabilities which are to be observed, performed or

paid from and after the Closing Date under:

(a)
(b)

the Mining Agreement,

the obligation to establish the Reclamation Trust Account;
the Licences and Permits;

the Letter of Credit; and

any other contract, agreement or obligation specifically agreed to be assumed by the
Buyer in this Agreement or subsequently between the Buyer and the Seller in writing;

and the Buyer shall indemnify and hold harmless the Seller from and against any losses, costs, damages,
liabilities and fees (including, without limitation, reasonable legal fees) suffered or incurred by the Seller
as a result of, or arising out of, the failure of the Buyer to perform or pay and of the obligations and
liabilities referred to in this paragraph 5.1.

PART 6
TITLE TO THE ASSETS
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6.1 Title to the Assets. As more particularly described in this Agreement, title to the Assets will be
transferred to the Buyer by way of the Vesting Order in the Proceeding free and clear of any financial
encumbrances but subject to the Permitted Encumbrances.

6.2 Acknowledgement. The Buyer acknowledges that:

(a) the Seller is selling the Assets strictly on an “as is, where is” basis as they exist on the
Closing Date, and that the Buyer's completion of the transaction contemplated herein
constitutes the Buyer's acknowledgment that it has satisfied itself as to all matters
relating to the physical condition of the Assets. No representation, warranty or condition
by the Seller is expressed or implied as to title, encumbrances, environmental liabilities,
description, fitness for purpose, merchantability, assignability, condition, quantity or
quality or in any respect of any other matter or thing whatsoever concerning the Assets or
the right of the Seller to sell the Assets. Without limiting the generality of the foregoing,
any and all conditions, warranties or representations expressed or implied pursuant to
any applicable statute, including without limitation, the Sale of Goods Act (British
Columbia) or other similar legislation, do not apply hereto and are hereby waived by the
Buyer. The description of the Assets set out herein is for the purpose of identification
only and no representation, warranty or condition has or will be given by the Seller
concerning the completeness or accuracy of such descriptions:

(b} the Assets have been used for the Business, and that such use can be expected to have
resulted in environmental liabilities including, without limitation, the presence of
contamination and/or Hazardous Substances at, on or under the Basin Mine Lands or
such contamination and/or Hazardous Substances potentially affecting neighbouring
properties, water bodies or other areas; and

(c) it assumes all of the Seller's reclamation obligations relating to the Basin Mine Lands and
agrees that, although the Letter of Credit was obtained to secure the cost of such
reclamation, there is no assurance that the proceeds of the Letter of Credit will be
sufficient to pay all of the costs incurred in such reclamation.

6.3 Insurance. The Seller and the Buyer will use commercially reasonable efforts to transfer any
insurance policies held by the Seller in relation to the Business and the Assets, to the Buyer.

PART 7
COURT APPROVAL

7.1 Court Approval. The Buyer acknowledges and agrees that until this Agreement is approved by

the Court in the Proceeding, the Seller's obligation in connection with this Agreement is limited to
considering it and, if accepted by the Seller, putting the Agreement before the Court for approval.

PART 8
CONDITIONS PRECEDENT

8.1 Conditions Precedent to the Parties’ Obligations. The obligations of each of the parties under
this Agreement are subject to the fulfilment, prior to or on the Closing Date, of the following conditions:

(a) the Seller obtaining and receiving from the Court a vesting order in a form acceptable to
the Parties (the “Vesting Order”) which:

(i) approves this Agreement and the sale of the Assets to the Buyer in accordance
with this Agreement:;
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(i) vests title in the Assets in the Buyer free and clear of all liens, security interests
and other encumbrances save and except for the Permitted Encumbrances: and

(iii) contains such other terms and conditions as may ordinarily be contained in a
vesting order;

the Seller not being restrained or enjoined from completing the sale of the Assets by a
court of competent jurisdiction or the filing or registration of any document preventing the
Seller from transferring title to the Assets to the Buyer;

the representations and warranties of the parties set out in this Agreement shali be true |
accurate and not misieading as at the Closing Date with reference to the facts and

circumstances then existing;

the consent to the assignment of the Mining Agreement has been obtained from Pacific
West Coal Ltd. (the "Mining Agreement Consent");

subject to paragraph 8.2, all consents to the assignment of the Licences and Permits and
to the Letter of Credit (collectively, the “Consents”) have been obtained from the
appropriate Governmental Authorities or other Persons on terms reasonably satisfactory

to the Parties; and

all documents listed in paragraphs 9.3 and 9.4 shall have been received by the Buyer
and the Seller, respectively.

8.2 Consents. |f, by the Closing Date, despite the commercially reasonable best efforts of the
Parties, all Consents have not been obtained, the closing will occur as set out in paragraph 9.1 on the

following terms:

(@)

(b)

the payment of the Purchase Price and the delivery of the documents set out in
paragraphs 9.3 and 9.4 will be exchanged pursuant to those paragraphs;

subject to subparagraph (c) below, the Buyer will have title, possession and control of the
Assets pursuant to the Vesting Order and the terms of this Agreement;

the Seller will hold any of the Licences and Permits or the Letter of Credit for which a
Consent has not been obtained in trust for the benefit of the Buyer;

the Parties will continue to use their commercially reasonable best efforts to obtain any
outstanding Consents as quickly as possible;

the Buyer will pay the Purchase Price to the Trustee on the condition that;
(i) the Purchase Price be held in trust until all Consents have been obtained:

(i) once the outstanding Consents have been obtained the Trustee will release the
Purchase Price to or to the order of the Seller; and

(iii) if any Consent is ultimately denied and all appeals of such denial have been
exhausted, the Trustee will return the Purchase Price less the sum of $1.00 to
the Buyer and will pay the sum of $1.00 to the Seller and thereafter the sale and
purchase of the Assets will be deemed to have been completed pursuant to the
terms of this Agreement.
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8.3 Waiver of Conditions. Each of the conditions set out in paragraph 8.1 may be waived, in whole
or in part, by the parties at or prior to the Closing Date, by a written waiver to that effect signed by the

Parties.

8.4 Binding Agreement. The Seller and the Buyer acknowledge and agree that although their
respective obligations to complete the sale and purchase contemplated by this Agreement is subject to
the satisfaction or waiver of the conditions precedent set forth in paragraph 8.1:

(a) those conditions precedent are not conditions to there being a binding agreement
between the Seller and the Buyer with respect to the Assets; and

(b) this Agreement is not void, voidable, revocable or, except for default, otherwise capable
of being terminated by any of the Parties until the time limited for the satisfaction or

waiver of such conditions precedent has expired.

PART 9
CLOSING

9.1 Completion. The sale will be completed two (2) days following the satisfactory completion or
waiver of the conditions precedent set out in paragraphs 8.1 and 8.2, subject to the Parties agreeing to an
earlier or later date (the "Closing Date").

9.2 Closing. The closing will take place at the offices of DLA Piper (Canada) LLP, at 2800 - 666
Burrard Street, Vancouver, BC on the Closing Date, or on such other date or at such other place as may
be mutually agreed upon in writing by the Parties,

9.3 Documents and Assets to be Delivered by the Seller. At the closing the Seller wilt deliver, or
cause to be delivered, to the Buyer:

(a) the Vesting Order;

(b) the Seller's election under section 167 of the Excise Tax Act in the prescribed form;

{c) the Mining Agreement Consent;

(d) such Consents as are then available;

(e) letters to the appropriate Government Authorities and other Persons, jointly executed by

the Seller and the Buyer, authorizing the transfer of the Licenses and Permits and the
Letter of Credit hereunder; and

() all other deeds of conveyance, bills of sale, transfers, and assignments reasonably
required by the Buyer, and in form and content satisfactory to each of the Parties’

solicitors, appropriate to effect the assignment, transfer and sale of the Assets as
contemplated in this Agreement.

9.4 Deliveries by the Buyer. On the Closing Date the Buyer will deliver, or cause to be delivered, to
the Seller and Trustee:

(a) To the Trustee, payment of the Purchase Price;

(b) To the Seller:

0} letters to the appropriate Government Authorities and other persons, jointly
executed by the Seller, authorizing the transfer of the Licenses hereunder;
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(ii) the Buyer's election under section 167 of the Excise Tax Act in the prescribed
form; and
iiiy such other documents reasonably required by the Seller, and in a form and

content satisfactory to each of the Parties’ solicitors, to evidence the payment of
the Purchase Price and the transfer and sale of the Assets as contemplated in

this Agreement.

9.5 Terms of Closing. Closing shall not be completed, nor shall the documents tabled for delivery
on the Closing Date be delivered, until all conditions of closing (including the deliveries contemplated by
this Part 9) have been fulfilled or waived.

9.6 Transfer Fees and Taxes. In addition to the Purchase Price, all taxes, fees or costs payable
with respect to transfer of title to the Assets to the Buyer and to registration of such transfer shall be for
the account of the Buyer. All costs of clearing any charges or encumbrances affecting the Assets, other
than the Permitted Encumbrances, shall be for the account of the Seller.

9.7 Business Transition. The Seller agree that it will provide reasonable assistance to the Buyer to
transition the suppliers and business relationships in the operation of the Business from the Seller to the
Buyer and the Seller will make available on a part time basis for a period of 80 days from the Closing
Date, such of its personnel to provide this assistance. The Buyer will reimburse the Seller for any out of
pocket expenses and costs (including wages of employees) incurred in connection with providing such
assistance, but the Seller will not be paid any administration or other fees for providing this assistance.,

PART 10
RISK AND DAMAGE

10.1 Risk. Up to the Closing Date, any risk of loss or damage by fire or other cause to the Assets will
remain with the Seller. The Seller is not required to maintain any insurance relating to the Assets, but if
there is such insurance the Seller will hold any insurance policies or compensation policies, if any, and
any proceeds of any insurance policies or compensation, in trust for the Seller and the Buyer.

10.2  Damage. In the event of damage to the Assets, the Buyer will complete the purchase and sale of
the Assets, in which event any insurance proceeds or other compensation proceeds paid or payable with
respect to the Assets will be assigned or paid by the Seller to the Buyer, and the Purchase Price will be
reduced to the extent that any such proceeds do not compensate for the repair or replacement cost of the
Assets damaged or destroyed, provided that the Seller must agree to the amount of any reduction to the

Purchase Price.

PART 11
GENERAL

11.1  Further Assurances. The Parties will execute and deliver all other appropriate supplemental
agreements and other instruments, and take any other action necessary, to give full effect to this
Agreement, and to make this Agreement legally effective, binding, and enforceable as between them, and

as against third parties.

11.2  Binding Agreement. This Agreement will bind and benefit each of the Parties including their
respective successors and permitted assigns.

11.3  Expenses. Each Party will pay any expense it incurs in authorizing, executing, and performing
this Agreement and any transaction contemplated by it, whether or not that transaction is completed,
including any fee and expense of its legal counsel, banker, investment banker, broker, accountant, or

other consultant.
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11.4  Assignment. The Seller may not assign this Agreement without the prior consent of the Buyer.
The Buyer may assign this Agreement, in whole or in part, to an affiliate (as defined in the Business
Corporations Act (British Columbia)) on written notice to the Seller. The Buyer may not otherwise assign

this Agreement without the prior consent of the Seller.

11.5 Counterparts. This Agreement may be signed by original or by facsimile and executed in any
number of counterparts, and each executed counterpart will be considered to be an original. All executed

counterparts taken together will constitute one agreement.

116 Entire Agreement. This Agreement constitutes the entire agreement between the Parties and
there are no representations or warranties, express or implied, statutory or otherwise and no agreements
collateral to this Agreement other than as expressly set out or referred to in this Agreement.

11.7  Gender and Number. Words in one gender include all genders, and words in the singular include
the plural and vice versa.

11.8  Governing Law and Jurisdiction. This Agreement will be governed by and construed in

accordance with British Columbia law and applicable Canadian law and will be treated in all respects as a
British Columbia contract. The Parties agree to the non-exclusive jurisdiction of the courts of the

Province of British Columbia.
11.9  Time. Time will be of the essence.

11.10 Expiry of Time Period. In this Agreement, if any period ends on a day other than a Business
Day, that period will be extended to the next following Business Day.

11.11  Notices. In this Agreement:
(a) any notice or communication required or permitted to be given under the Agreement will

be in writing and will be considered to have been given if delivered by hand or transmitted
by facsimile transmission to the address or facsimile transmission number of each Party

set out below:

0} if to the Seller:
Basin Mine Limited Partnership
Unit 9 - 1790 KLO Road
Kelowna, BC V1W 3P6
Attention: Kerry Leong
Facsimile No. 250-868-6559

(i) if to the Buyer:
Pioneer Sand and Gravel Ltd.
200-1021 Ellis Street
Kelowna, BC VIWY 123
Attention: Bruce Kitsch, General Manager

Facsimile No. 250-769-5477

or to such other address or facsimile transmission number as any Party may designate in
the manner set out above;
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(b) any notice or communication will be considered to have been received:

(i if delivered by hand during business hours on a Business Day, upon receipt by a
responsible representative of the Seller, and if not delivered during business
hours, upon the commencement of business on the next Business Day; and

(ii) if sent by facsimile transmission during business hours on a Business Day, upon
the sender receiving confirmation of the transmission, and if not transmitted
during business hours, upon the commencement of business on the next

Business Day.
11.12 Confidentiality. Neither the Seller nor the Buyer will, without the prior written consent of the
other, disclose the Purchase Price or any of the other terms and conditions of this Agreement to any other

Person other than to its respective bankers, solicitors and financial advisors, or otherwise as required to
carry out its obligations under this Agreement or by law.

[Signature Page Follows]
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TO EVIDENCE THEIR AGREEMENT each of the Parties has executed this Agreement as of the date set
out above.

BASIN MINE LIMITED PARTNERSHIP, by its

194 B.C. Ltd,

2% /
Q4

General Pagtner, 102

UthoriZed Sjgnatory” ™~

PB’L(?NEER SANDAND GR{\!EL[;’/TP y

Authorized Signatory
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SCHEDULE "A"

ASSETS

Code Description Year Serial No.
BU1235-
20 Site Shop Unknown
ED1201-
20 DCS 25000 gal Tidy Tank/Skid 2012 57853
ED1202- :
20 10" Container - Electrical TROU 7155652-7432
ED1262-
20 10' x 22' Washroom Trailer Unknown
ED1263-
20 CTB500 Clean Burn Multi Oil Furnace w/Chimney 2012 AS-676089
ED1264-
20 500 Gallon WB Tank (for ED1263 Furnace) 2012 Unknown
ED1265-
20 Franklin 90JS534-PE 575V Pump & Parts Unknown
ED1266-
20 DCS 25000 L Tidy Tank / Generator Skid 2012 52038
ED1267-
20 Boiler for Wash Plant 00380600302PV
E0D1268-
20 DCS 2250 L Tidy Tank 2012 62565
ED1269-
20 DCS 45000 L Tidy Tank/Skid 2012 64661
ED1270-
20 VEGA SHLD1/MINITRAC 31 Nuclear Density Detector Unknown
ED1272-
20 Franklin 25J530 3HP 575V Submersible Pump 2013 93772534 / 2343362604
ED1273-
20 Arctic Raptor Electrofusion Pro 220V 2013 A30671
E£S1222-20 | DVSystems G25TD 25HP 575V WP Gen Cmprssr 2013 37976
GE1226-
20 Mitsubishi S16R 1650KW Diesel Generator 2005 10025
GE1227-
20 Mitsubishi S16R 1650KW Diesel Generator 2005 10026

office structure with JC and Northern 10 ft. x40 ft. portable
JC179-18 1 Stfice trailers and structure 104007164608
2008 CHEVROLET Silverado 2500 HD LTZ 4WD gas crew

PU510-18 cab pickup truck with 2 2009 633L Enviroslip fuel tanks 2008 1GCHK23K28F 124401
ME1202-
20 1998 JD 4.5L Powertech Generator 1998 T04045D750400
ME1230-
20 SIEMENS Tiastar 600V Motor Control Centre 2012 Unknown
WASH20 Parnaby 250 TPH Capacity Cyclone Coal Rewash Plant 2012 Multipie
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SCHEDULE "B"
PERMITTED ENCUMBRANCES

NIL
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SCHEDULE "C"
LICENSES AND PERMITS

1. Licence of Occupation No. 347182 dated February 11, 2014, as may be replaced, modified
otherwise amended.
2, Mining Permit No. C-217 dated August 25, 2000, as may be replaced, modified otherwise
amended.
LETTER OF CREDIT

Letter of Credit reference no. MBT033927508S dated July 27, 2011 in the sum of $276,547 issued by
Bank of Montreal.
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SCHEDULE "D"

BASIN MINE LANDS

That part of the Fast 172 of District Lot 293, Yale Division of Yal

" Yale District containing 29.3 hectures.
more or less '
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Schedule C — Trustee’s Certificate

NO.
ESTATE NO. 11-2427899
VANCOUVER REGISTRY

IN THE SUPREME COURT OF BRITISH COLUMBIA
IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE NOTICE OF INTENTION

TO MAKE A PROPOSAL OF
BASIN MINE LIMITED PARTNERSHIP

TRUSTEE’S CERTIFICATE

RECITALS

A

Pursuant to an Order of the Honourable ® of the British Columbia Supreme Court (the “Court”)
dated @, 2018, Ernst & Young Inc., was appointed as proposal trustee (the “Trustee”) of Basin
Mine Limited Partnership (“BMLP”).

Pursuant to an Order of the Court dated ®, 2018, the Court approved the offer to purchase
dated June @, 2018 (the "Sale Agreement") between BMLP and Pioneer Sand and Gravel Ltd.
(the "Purchaser") and provided for the vesting in the Purchaser and its assignees of BMLP's
right, title and interest in and to the Purchased Assets, which vesting is to be effective with
respect to the Purchased Assets upon the delivery by the Trustee to the Purchaser of a
certificate confirming (i) the payment by the Purchaser of the Purchase Price for the Purchased
Assets; and (ii) the Transaction has been completed to the satisfaction of the Trustee.

Unless otherwise indicated herein, terms with initial capitals have the meanings set out in the
Sale Agreement.

THE TRUSTEE CERTIFIES the following:

1.

The Purchaser has paid and the Trustee has received the Purchase Price for the Purchased
Assets payable on the Closing Date pursuant to the Sale Agreement.

The Transaction has been completed to the satisfaction of the Trustee.
This Certificate was delivered by the Trustee at [am./p.m.]on , 2018.
Ernst & Young Inc., in its capacity as proposal

trustee of Basin Mine Limited Partnership and
not in its personal capacity

Per

Name:
Title:
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NO.
ESTATE NO. 11-2427899
VANCOUVER REGISTRY

IN THE SUPREME COURT OF BRITISH COLUMBIA
IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE NOTICE OF INTENTION
TO MAKE A PROPOSAL OF
BASIN MINE LIMITED PARTNERSHIP

NOTICE OF APPLICATION

CASSELS BROCK & BLACKWELL LLP
Barristers & Solicitors
2200 — 885 West Georgia Street
Vancouver, BC V6C 3E8
Telephone: (604) 691-6100
Facsimile: (604) 691-6120

File No. 50706-1 LW/dm

LEGAL*45956855.10



