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Court File No. 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

BETWEEN: 

BRIO FINANCE HOLDINGS B.V. 

Applicant 

and 

CARPATHIAN GOLD INC. 

Respondent 

APPLICATION UNDER SECTION 243(1) OF THE BANKRUPTCY AND 
INSOLVENCY ACT, R.S.C. 1985, c. B-3, AS AMENDED 

AFFIDAVIT OF JOSEPH M. LONGPRE 
(Sworn April 21, 2016) 

I, Joseph M. Longpre of the City of Toronto, in the Province of Ontario, MAKE OATH 

AND SAY AS FOLLOWS: 

1. I am the Chief Financial Officer of Brio Gold Inc., the parent company of Brio Finance 

Holdings B.V. ("Brio"), the administrative agent and collateral agent (in such capacity, 

the "Agent") with respect to a Project Facility (defined below) initially provided by 

Macquarie Bank Limited ("MBL") and subsequently assigned to Brio, as lender, (in such 

capacity, the "Lender") to Mineragao Riacho dos Machados Ltda. ("MRDM"), as 

borrower. 

2. MRDM is an indirect subsidiary of the Respondent Carpathian Gold Inc. ("CPN") and 

CPN has provided a secured guarantee in respect of the Project Facility. 
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3. Accordingly, I have knowledge of the matters deposed to in this affidavit. Where this 

affidavit is not based on my direct personal knowledge, I have stated the source of that 

information and believe such information to be true. 

4. This affidavit is sworn in support of an application to appoint FTI Consulting Canada 

Inc. ("FTI") as receiver (in such capacity, the "Receiver"), without security, over certain 

limited assets, rights and interests of CPN, pursuant to subsection 243(1) of the 

Bankruptcy and Insolvency Act (Canada) (the "BIA") (this "Application"). 

5. As will be described in greater detail below, Brio seeks to appoint FTI as receiver of 

CPN's right, title and interest only in the outstanding shares and membership interests 

of two of CPN's subsidiaries and certain intercompany debt owed to CPN (the "Limited 

Receivership Assets"). 	The remaining assets of CPN, other than the Limited 

Receivership Assets, would remain unaffected by the Receiver's appointment. 

6. Unless otherwise indicated, all references to dollars or "$" in this Affidavit shall be a 

reference to United States dollars. 

A. 	OVERVIEW 

7. CPN, a public company headquartered in Toronto, together with its subsidiaries, is an 

exploration and development mining company. 

8. CPN's primary business interests are (i) the Riacho dos Machados gold exploration, 

development and production project located in Brazil and undertaken by MRDM (the 

"RDM Mine"), and (ii) the Rovina Valley gold and copper exploration project located in 

Romania (the "Romanian Project"). The Romanian Project is not the subject of this 

Application. 

9. MRDM is indebted to the Lender pursuant to the Project Facility and certain gold 

purchase agreements (together with the Project Facility, the "Facilities"), as described 

further below. As described above, CPN has guaranteed the obligations of MRDM and 

granted security to the Agent, on behalf of the Lender, in respect of that indebtedness. 
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10. As of March 31, 2016, the Lender was owed not less than $273 million by MRDM under 

the Facilities. 

11. MRDM was (and is) in default of its obligations to the Lender and, following many 

months of contractual amendments, default waivers and forbearance periods, continues 

to be unable to repay the amounts due and owing. 

12. I understand from Michael Kozub, General Counsel and Corporate Secretary of CPN, 

that, from September 2013 to October 2015, CPN pursued a robust sales process (the 

"Sales Process") in order to identify a going concern, out-of-court solution for its 

business. 

13. Despite the fact that the Project Facility was in default during the period of the Sales 

Process, funding continued to MRDM under the Project Facility during and after the 

Sales Process. 

14. The Sales Process will be discussed in greater detail in evidence to be provided to the 

Court in connection with the motion for approval of the MRDM Acquisition (as defined 

below). 

15. Late in the Sales Process, Brio Gold Inc. ("BGI", an affiliate of Yamana Gold Inc.) 

engaged in discussions with MBL regarding the acquisition of MBL's position under the 

Facilities with the ultimate goal of acquiring MRDM through a security enforcement 

process on consent of CPN. BGI also had prior involvement in the Sales Process, 

indirectly, as it engaged in discussions with a potential bidder in the Sales Process 

about possible follow-on transactions after an acquisition of the RDM Mine by such 

potential bidder. 

16. As described in more detail below, on March 31, 2016, all of MBL's rights and 

obligations under the Facilities and the security associated therewith were transferred to 

Brio at a price of $41,861,868.69 million, equivalent to approximately 15% of face value. 

17. Brio is currently the owner of multiple gold exploration and production properties. It is 

not a traditional lender. Brio acquired the Facilities with the intention of moving forward 
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on an expedited basis to indirectly acquire MRDM through a credit bid transaction for 

the shares of two CPN subsidiaries that are the indirect parent companies of MRDM 

(the "MRDM Acquisition"). 

18. Completion of the MRDM Acquisition is the purpose of this Application. 

19. Brio is of the view that the granting of the relief sought in this Application will facilitate a 

going concern solution for MRDM in a stable, court-supervised process, and enable 

CPN to be fully released from its obligations to the Lender and the Agent and to move 

on with its plans in respect of the Romanian Project with a new equity infusion from 

BGI. All procedural formalities required of the Agent to commence this enforcement 

proceeding have been completed, and CPN consents to the appointment of the 

Receiver pursuant to the Order sought for the purposes set out above. 

20. As described further below, Brio would not move forward with the MRDM Acquisition 

outside of a court process for the following reasons: (i) applicable Canadian personal 

property security legislation may not allow for the transfer of all of the Limited 

Receivership Assets; (ii) Brio requires the transparency and certainty of a court order in 

connection with this transaction; and (iii) absent a court order approving the transaction, 

the transaction may require approval of the shareholders of CPN and Brio would not 

move forward with the transaction if a shareholder vote (including the time and delay 

associated therewith, particularly given CPN's public company status) was a 

prerequisite. 

B. 	CPN BACKGROUND 

21. CPN, together with its subsidiaries, is an exploration and development mining company. 

22. A corporate chart illustrating the corporate structure of CPN and its subsidiaries is 

attached hereto as Exhibit "A". 

23. CPN is a public company, previously listed on the Toronto Stock Exchange but now 

listed on the Canadian Securities Exchange, incorporated pursuant to the laws of 
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Canada, having its registered and head office located at 36 Toronto Street, Suite 1000, 

Toronto, Ontario. 

24. I am advised by Mr. Kozub that CPN has no independent operations and exists solely 

as the parent holding company for a number of subsidiaries. Through these 

subsidiaries, CPN owns and operates: (i) the RDM Mine, and (ii) the Romanian Project. 

C. 	FINANCIAL POSITION 

25. CPN has been experiencing significant financial difficulties for some time. 

26. The financial position of CPN is evidenced by its Interim Financial Statements for the 

quarter ended September 30, 2015 (the "Interim Financial Statements"), attached 

hereto and marked as Exhibit "B". As set out in the Interim Financial Statements, 

CPN, on a consolidated basis for the reporting period, incurred a net loss of 

approximately $56 million, and as at September 30, 2015 reported an accumulated 

deficit of approximately $219 million. CPN's cash reserves are also depleted: as of 

September 30, 2015, CPN held, on a consolidated basis, unrestricted cash and cash 

equivalents of only approximately $726,000. 

27. The obligations under the Facilities of not less than $273 million are currently due and 

payable as a result of the Existing Defaults (as described below). Based upon the 

outcome of the Sales Process, it is clear that the aggregate of CPN's property, at a fair 

valuation, is not sufficient, or, if disposed of at a fairly conducted sale under legal 

process, would not be sufficient to enable payment of its obligations under the Facilities. 

Further, CPN is not, at this time able to repay its obligations under the Project Facility. 

28. I am advised by Mr. Kozub that CPN does not have any unionized employees and is 

not the sponsor of a registered pension plan. 

29. Brio believes that it is clear from all available information that the assets that are the 

subject of the MRDM Acquisition do not have a value that approaches the current 

outstanding secured debt under the Facilities. As will be described in greater detail in 

an affidavit of a representative of Origin Merchant Partners, CPN's financial advisor, the 

CANDMS: \102092021 	 5 

12



Sales Process has been undertaken with respect to CPN and its subsidiaries and no 

viable transactions that would have repaid the debt owing under the Facilities were 

available through the Sales Process. Further, Brio has very recently acquired the 

Facilities, and the security associated therewith, at a very significant discount from a 

sophisticated lender, which provides an additional persuasive indication of the market 

value of the assets that secure the Facilities and that are the subject of the MRDM 

Acquisition. 

D. 	CPN ASSETS  

30. 	CPN's primary assets consist of the equity interests in its subsidiaries and 

intercompany receivables, in particular, I am advised by Mr. Kozub that the following 

intercompany receivables are owing to CPN: 

(a) intercompany loans owed by MRDM to CPN in the approximate aggregate amount 

of $9,088,242.18; 

(b) intercompany loans owed by CPN's Barbados subsidiary, OLC Brazil (as defined 

below) to CPN in the approximate aggregate amount of $49,310.49; and 

(c) intercompany loans owed by CPN's Dutch subsidiaries, OLV and OLC Holdings 

(each as defined below) to CPN in the approximate aggregate amount of 

$398,855.18. 

The indebtedness referred to in subparagraphs (a) through (c), above, and all payments 

due or to become due thereunder or in connection therewith, and all claims, causes of 

action, and any other rights of CPN, as a lender, or the proposed receiver against any 

person, whether known or unknown, arising thereunder or in any way based on or 

relating thereto, including contract and tort claims, statutory claims, and all other claims 

related to the rights and obligations sold and assigned, is collectively referred to herein as 

the "Carpathian Intercompany Debt". 
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(i) Romanian Subsidiaries and the Romanian Project 

31. As set out in the corporate chart attached hereto and marked as Exhibit "A", through a 

series of direct and indirect subsidiaries (the "Romanian Subsidiaries") CPN is the 

ultimate parent of the Romanian operating entity, SC SAMAX Romania SRL ("SAMAX 

Romania"). 

32. SAMAX Romania operates the Romanian Project. 

33. The Facilities are not secured on the shares of the Romanian Subsidiaries or the 

Romanian Project. The Romanian Subsidiaries and the Romanian Project are not the 

subject of this Application. 

(ii) Brazilian Subsidiaries 

34. As set out in the corporate chart attached hereto and marked as Exhibit "A", CPN 

owns 100% of (i) the issued and outstanding shares of Ore-Leave Capital (Brazil) 

Limited (a company incorporated in Barbados) ("OLC Brazil"), and (ii) 99.9998% of the 

issued and outstanding membership interests in OLV Cooperatie U.A. (Netherlands) (a 

co-operative established in the Netherlands) ("OLV"). OLC Brazil owns the remaining 

0.0002% of the issued and outstanding membership interests in OLV. 

35. OLV owns 100% of the issued and outstanding interests in OLC Holdings B.V. (a 

company incorporated in the Netherlands) ("OLC Holdings"). Together, OLV and OLC 

Holdings own 100% of the issued and outstanding quotas of MRDM, which owns and 

operates the RDM Mine. 

36. Collectively, OLC Brazil, OLV, OLC Holdings and MRDM are referred to herein as the 

"RDM Subsidiaries". 
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(iii) The RDM Mine 

37. The RDM Mine is an open pit gold mine, located approximately 145 kilometers from the 

city of Montes Claros in south-eastern Brazil. I am advised by Mr. Kozub that MRDM 

currently employs approximately 579 people on a full time basis at the RDM Mine. 

38. I am advised by Mr. Kozub that, in November 2011, MRDM was granted a licence, 

known as the Licenca Instalacao (the "Installation License"), required to commence 

the installation and construction of the plant and facilities at the RDM Mine. At that 

time, CPN anticipated that gold production at the RDM Mine would commence around 

mid-2013. 

39. I am advised by Mr. Kozub that construction at the mine continued throughout 2012 and 

2013. However, later in 2013, it became apparent that there were delays in the 

progress of construction and the anticipated commencement of gold production at the 

RDM Mine. 

40. I am advised by Mr. Kozub that in early January 2014, CPN announced its first smelting 

and pouring of gold at the RDM Mine. 

41. The RDM Mine is currently a producing mine. 

E. 	CARPATHIAN'S LIABILITIES AND EMPLOYEE MATTERS  

42. A review of the Interim Financial Statements shows that, with the exception of the 

obligations under the Facilities, the liabilities of CPN and its subsidiaries on a 

consolidated basis were less than $13 million as at September 30, 2015. 

43. I am advised by Mr. Kozub that the liabilities of CPN on a non-consolidated basis, other 

than the obligations under the Facilities, are unsecured and are currently less than 

$100,000. In addition, I am advised by Mr. Kozub that there are currently outstanding 

potential contingent unsecured claims against CPN in the amount of approximately 

US$1,128,601 and CDN$560,000 relating to wrongful dismissal allegations. 

CAN_DMS: \102092021 	 8 

15



44. None of the current employees or creditors (other than Brio) of CPN or its subsidiaries 

will have their rights affected by the proposed receivership or the MRDM Acquisition. 

F. 	RDM Financing Arrangements  

Gold Purchase Arrangements  

45. In addition to the Project Facility, described below, MBL entered into two gold purchase 

arrangements with MRDM and CPN. Those gold purchase arrangements provided 

that, in return for certain upfront payments totaling up to $45 million, MBL would have 

the right to acquire 12.5% of RDM's gold production at a price of $400 per ounce, 

subject to an inflation escalator. These arrangements were included in two gold 

purchase agreements, copies of which are attached hereto and marked as Exhibits 

"C" and "D" (as amended from time to time, the "Gold Purchase Agreements"). 

46. The obligations, liabilities and indebtedness of MRDM under the Gold Purchase 

Agreements were guaranteed by CPN. 

Project Facility 

47. On January 11, 2013, MRDM, as borrower, CPN and each of the other Brazilian 

Subsidiaries, as guarantors, and MBL entered into, among other things, a $90 million 

non-revolving credit facility (the "Project Facility") pursuant to a project facility 

agreement (as subsequently amended and supplemented from time to time, the 

"Project Facility Agreement"), attached hereto and marked as Exhibit "E". 

48. The purpose of the Project Facility was to enable MRDM to finance costs of the 

construction, development and operation of the RDM Mine and was to be made 

available to MRDM by MBL initially in two tranches, the first being $65 million ("Tranche 

1") and the second being $25 million ("Tranche 2"). 

49. MBL advanced to MRDM the aggregate amount of $90 million available under Tranche 

1 and Tranche 2 of the Project Facility in 2013. 
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50. 	The obligations, liabilities and indebtedness of MRDM with respect to the Project 

Facility Agreement are guaranteed by CPN and each of the RDM Subsidiaries. 

Attached hereto and marked as Exhibit "F" is a copy of the guarantee provided by 

CPN to the Agent, dated January 11, 2013 (the "Facility Guarantee"). 

	

51. 	In connection with the execution of the Project Facility Agreement and the Facility 

Guarantee, CPN granted security over certain of its assets in favour of the Agent, 

pursuant to various security documents, including, but not limited to: 

(a) a Disclosed Pledge of Claims and Memberships, dated as of January 11, 2013, 

among CPN, OLC Brazil, OLV and the Agent, in respect of CPN's and OLC 

Brazil's interest in and right and title to the memberships and claims in OLV, a 

copy of which is attached hereto and marked as Exhibit "G"; 

(b) a Deed of Charge Over Shares, dated as of January 11, 2013, between CPN, 

OLC Brazil and the Agent, in respect of CPN's interest in and right and title to all 

issued and outstanding shares in OLC Brazil, a copy of which is attached hereto 

and marked as Exhibit "H"; 

(c) a General Security Agreement, dated as of October 8, 2013, granted by CPN in 

favour of MBL (the "GSA"), a copy of which is attached hereto and marked as 

Exhibit "1"; 1  

(collectively, the "Security"). 

	

52. 	The Agent does not have security over CPN's right, title and interest in any of the 

shares of the Romanian Subsidiaries or any assets used in the Romanian Project. 

	

53. 	I am advised by Evan Cobb of Norton Rose Fulbright Canada LLP, counsel to Brio, that 

searches performed of Ontario's Personal Property Security Registry current to April 5, 

2016 show that Brio is the only secured party with a registration against CPN. Copies 

of these searches of the Ontario Personal Property Security Registry are attached 

hereto and marked as Exhibit "J". 

The GSA was entered into in connection with an Amendment Letter to the Project Facility Agreement 
dated August 28, 2013, a copy of which is attached hereto and marked as Exhibit "K". 
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G. 	DEFAULTS AND FORBEARANCES  

	

54. 	CPN and the RDM Subsidiaries defaulted on certain covenants and obligations under 

the Project Facility Agreement starting in October 2013. The defaults are detailed in 

fifty-three amending and forbearance agreements entered into between MBL, CPN, and 

the RDM Subsidiaries. The outstanding defaults (the "Existing Defaults") include: 

(a) Failures to maintain required balances in the Proceeds Account and Operating 

Account (each as defined in the Project Facility Agreement), as required under 

Section 12.04 of the Project Facility Agreement; 

(b) Failures to maintain required ratios under Section 10.04 of the Project Facility 

Agreement; 

(c) Failures to deliver an updated Life of Mine Plan in breach of Section 10.01(7)(b) of 

the Project Facility Agreement; 

(d) Payment defaults on March 31, 2014, June 30, 2014, December 31, 2014, March 

31, 2015 and June 30, 2015; and 

(e) Failures to maintain a TSX listing for CPN's common shares in breach of Section 

13.01(29) of the Project Facility Agreement. 

H. 	ADDITIONAL FUNDING AND SALES PROCESS  

	

55. 	In order to assist and permit CPN and the RDM Subsidiaries an opportunity to identify a 

going concern solution to the financial difficulties facing the RDM Mine and ultimately, 

conduct the Sales Process, CPN and the RDM Subsidiaries and MBL executed the first 

Forbearance and Amendment Agreement, dated as of October 18, 2013 (the "First 

Amending Agreement"). Attached hereto and marked as Exhibit "L" is a copy of the 

First Amending Agreement. 

	

56. 	Pursuant to the First Amending Agreement, MBL, agreed to, among other things, 

increase the amount of credit available under the Project Facility, by providing an 
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additional loan in the amount of US $5 million under a new tranche 3 of the Project 

Facility ("Tranche 3"). 

57. As the Sales Process was being undertaken, the Agent agreed, through the execution 

of a series of amendment agreements, beginning on October 30, 2013, to, among other 

things: (i) further forbear from enforcing the Security and other rights and remedies 

resulting from the disclosed defaults, (ii) further increase the amount of credit available 

under Tranche 3 of the Project Facility, which, by February 2016 had reached an 

aggregate additional sum of $184 million, and (Hi) extend the repayment date under 

Tranche 3 of the Project Facility Agreement. 

58. As will be described in greater detail in the affidavit to be filed by a representative of 

Origin Merchant Partners, the Sales Process was undertaken in two phases from 

September 2013 to October 2015, during which time not less than 50 potentially 

interested parties were engaged by Origin Merchant Partners and CPN's other financial 

advisors regarding a potential transaction. No viable transaction acceptable to the 

Agent and the Lender was identified. 

59. The last amending agreement to the Project Facility Agreement was executed by the 

Agent, CPN and the RDM Subsidiaries on February 17, 2016 (the "Final Amending 

Agreement") providing for, among other things, the termination of the forbearance 

period on the earlier of April 1, 2016 or the completion of the assignment of the 

Facilities and the security associated therewith to Brio. 

60. As of March 31, 2016, CPN was directly and indirectly indebted to Brio under the 

Project Facility in the principal amount of $273,112,133.80 plus interest and fees. 

Attached hereto and marked as Exhibit "M" is a promissory note (the "Promissory 

Note") issued by MRDM to Brio, which confirms the outstanding obligations under the 

Project Facility as of that date, which was issued in connection with the Loan 

Acquisition Transaction (as defined below). 
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I. 	THE LOAN ASSIGNMENT AND RESTRUCTURING TRANSACTION  

61. Discussions between MBL, BGI and CPN regarding a transaction having the structure 

of the Loan Acquisition Transaction (as defined below) and the MRDM Acquisition 

began in October 2015, though Yamana Gold Inc. and BGI did engage earlier in the 

Sales Process with respect to other potential transaction structures as well. 

62. The proposed transaction was first negotiated during the month of November in the 

form of an Option Agreement (the "Option Agreement") between BGI and MBL and a 

Restructuring Agreement ("Original Restructuring Agreement") between BGI, MBL, 

CPN and the RDM Subsidiaries, both dated November 20, 2015. Copies of the Option 

Agreement and the Original Restructuring Agreement are attached hereto and marked 

as Exhibit "N" and Exhibit "0". 

63. Under the Option Agreement, MBL granted BGI the option to acquire MBL's right, title, 

benefits and interests in respect of the Facilities and the security and guarantees 

associated therewith, including the Project Facility, the Facility Guarantee and the 

Security (the "Loan Acquisition Transaction"). 

64. Under the Original Restructuring Agreement: 

(a) CPN and the RDM Subsidiaries would consent to the Loan Acquisition 

Transaction; 

(b) CPN and the RDM Subsidiaries would use reasonable efforts and take 

reasonable steps necessary to complete the Loan Acquisition Transaction; 

(c) CPN and the RDM Subsidiaries provided certain confirmations regarding the 

enforceability of the Project Facility, the Facility Guarantee and the Security and 

the obligations thereunder; 

(d) CPN and the RDM Subsidiaries agreed to certain covenants regarding the 

operation of the RDM Mine until such time as the Loan Acquisition Transaction 

was completed; 

CAN_DMS: \102092021 	 13 

20



(e) CPN, MBL, BGI and the RDM Subsidiaries agreed to work cooperatively and in 

good faith to complete the RDM Acquisition (as defined below); 

(f) BGI agreed to enter into a subscription agreement for the Equity Subscription (as 

defined below) for shares of CPN; and 

(g) BGI agreed to provide certain releases to CPN and to the directors of each of 

CPN and the RDM Subsidiaries. 

65. On February 17, 2016, an Assignment and Assumption Agreement was entered into 

between MBL and BGI (the "Assignment Agreement") which, subject to the terms and 

conditions contained therein would give effect to the Loan Acquisition Transaction. The 

purchase price to be received by MBL from Brio (as assignee of BGI) under the Loan 

Acquisition Transaction was $45 million, subject to certain adjustments. A copy of the 

Assignment Agreement is attached hereto and marked as Exhibit "P". 

66. In connection with the Assignment Agreement, an Amended and Restated 

Restructuring Agreement was entered into also on February 17, 2016 between BGI, 

MBL, CPN and the RDM Subsidiaries (the "A&R Restructuring Agreement"). The 

A&R Restructuring Agreement amended the Original Restructuring Agreement to 

accommodate certain structural changes associated with the Assignment Agreement. 

A copy of the A&R Restructuring Agreement is attached hereto and marked as Exhibit 

67. The Loan Acquisition Transaction was completed on March 31, 2016. 

J. 	THE RDM ACQUISITION  

68. The acquisition of the shares and memberships of OLV and OLC Brazil and the 

Carpathian Intercompany Debt is the final step in the series of transactions for the 

acquisition by Brio of MRDM that began in November 2015 with the Option Agreement 

and continued through the entry into the Assignment Agreement on February 17, 2016 

and the completion of the Loan Acquisition Transaction on March 31, 2016. 
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69. Through the acquisition of the shares and memberships of OLV and OLC Brazil, Brio 

would acquire a 100% indirect interest in MRDM and the RDM Mine (the "RDM 

Acquisition"). 

70. The Court's approval of the RDM Acquisition is not being sought at this time. The 

motion for approval of the RDM Acquisition, if Brio's receivership application is granted, 

is intended to be scheduled for April 29, 2016 at 9:30 a.m. 

71. The transaction has been publicly disclosed through a number of press releases of 

CPN, beginning in November of 2015, and then again in February 2016 and March 

2016. These press releases are attached hereto as Exhibits "R" through "T". 

72. The transaction allows Brio to acquire an asset that is strategically beneficial to Brio 

and, at the same time, allows CPN to move forward and focus on the Romanian Project 

with an injection of $1 million of liquidity through the Equity Subscription (described 

below). 

73. The terms of the RDM Acquisition are set out in a Share and Asset Purchase 

Agreement, a form of which is attached hereto and marked as Exhibit "U" (the "Share 

Purchase Agreement"). The material terms of the Share Purchase Agreement are set 

out below: 

(a) Shares to be acquired: All of CPN's right, title and interest in the shares of 

OLC Brazil and the membership of OLV will be acquired by Brio. 

(b) Carpathian Intercompany Debt to be acquired: Brio will acquire all Carpathian 

Intercompany Debt. 

(c) Purchase price: A cash purchase price of $1 and a full and final release by 

Brio of the Facility Guarantee and all other obligations of CPN to Brio under the 

agreements pertaining to the Facilities and the security that secures the 

obligations thereunder. 

(d) Conditions: The transaction is subject to limited conditions, including (i) the 

granting of an approval and vesting order substantially in the form attached to 
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the form of Share Purchase Agreement; (ii) payment by BGI of the receiver's 

and its counsel's fees in connection with the receiver's mandate; and (iii) the 

entry of BGI (or Brio) and Carpathian into the Subscription Agreement (as 

defined below). 

(e) 	As is, where is:  The RDM Acquisition is to occur on an "as is, where is" basis. 

74. In connection with the RDM Acquisition, and as contemplated by the Original 

Restructuring Agreement and the A&R Restructuring Agreement, CPN and BGI have 

negotiated in good faith and entered into a subscription agreement (the "Subscription 

Agreement") for a $1,000,000 subscription by BGI (or Brio) of common shares in the 

capital of CPN (the "Equity Subscription"). The Equity Subscription will be completed 

immediately following completion of the RDM Acquisition. 

75. Brio is only willing to complete the proposed transaction if the transaction is 

implemented pursuant to an approval and vesting order substantially in the form 

attached to the draft Share Purchase Agreement. The approval and vesting order is an 

essential part of the proposed transaction as it provides Brio with the comfort it requires 

to move forward with this purchase transaction given the current circumstances facing 

CPN. Court approval of this transaction is essential in a circumstance where: (i) the 

shares and membership interests of OLC Brazil and OLV are interests in foreign 

corporations and, at least in the case of the OLV membership interests, I am advised by 

Evan Cobb of Norton Rose Fulbright Canada LLP, legal counsel to Brio, that the 

mechanisms available under the Personal Property Security Act (Ontario) may not be 

available to transfer these assets; (ii) an approval and vesting order provides the 

highest degree of transparency to interested parties and the highest degree of comfort 

available in the circumstances that the assets being acquired will be acquired free and 

clear of any competing encumbrances; and (iii) I am advised by Mr. Cobb that under the 

Canada Business Corporations Act, a sale transaction of this type without a court order 

approving the transaction may require approval of the shareholders of CPN, and Brio 

would not move forward with such a transaction if shareholder approval (and the cost 

and delay potentially associated therewith, particularly as CPN is a public company) 

was a prerequisite to the transaction. 
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76. 	After completion of all of the above steps: 

(a) The RDM Subsidiaries, and indirectly the RDM Mine, will be owned by Brio; 

and 

(b) CPN will (i) continue as a going concern, (ii) continue to own the Romanian 

Subsidiaries and the Romanian Project, which will not have been the subject of 

the receivership proceedings, (iii) be relieved of any and all obligations in 

respect of the amounts due and owing under the Facilities, and (iv) obtain 

$1,000,000 of liquidity through the Equity Subscription. 

	

77. 	Because this Application and the RDM Acquisition relate only to the collateral held by 

Brio under the Project Facility and because all indications suggest that such collateral is 

worth significantly less at fair value than the face value of the Project Facility at this 

time, unsecured creditors of CPN have no economic interest in this collateral and 

neither this Application nor the proposed RDM Acquisition will prejudice any other 

creditors of CPN. 

K. 	DEMAND AND NOTICE 

	

78. 	Pursuant to paragraph 5.1 of the Facility Guarantee, the Agent, on behalf of the Lender, 

is entitled to make demand upon CPN at any time during the continuance of default in 

the performance or payment of any of the obligations under the Project Facility 

Agreement. 

	

79. 	Pursuant to the Promissory Note, MRDM confirmed the amounts outstanding under the 

Project Facility as at March 31, 2016. 

	

80. 	Pursuant to the Amended and Restated Restructuring Agreement, CPN and each of the 

RDM Subsidiaries confirmed that the Security continues to be valid, binding and is an 

enforceable first-priority interest and pursuant to the Final Amending Agreement, CPN 

and the RDM Subsidiaries confirmed that the Project Facility Agreement continues to 

be in default. 
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81. On April 21, 2016, Brio delivered to CPN a notice of intention to enforce security 

pursuant to Section 244 of the BIA (the "244 Notice"). Attached hereto and marked as 

Exhibit "V" is a copy of the 244 Notice. 

82. CPN consented to the immediate enforcement of the Security. Attached hereto and 

marked as Exhibit "W" is a copy of the consent executed by CPN, dated April 21, 

2016. 

L. 	PRIOR ENGAGEMENTS OF FTI WITH CPN  

83. I am advised by Nigel Meakin, Senior Managing Director at FTI, that since 2013, FTI, in 

conjunction with certain of its international affiliates, has provided a variety of financial 

advisory, restructuring and consulting services initially to MBL and then to CPN, which 

are described in greater detail below. 

84. In October 2013, FTI was retained by MBL to provide analytical support and strategic 

assistance to MBL regarding CPN's financial and operating projections for the RDM 

Mine (the "Macquarie Engagement"). I am further advised by Mr. Meakin that only a 

small amount of work was performed by FTI under the Macquarie Engagement, 

consisting of a review of (i) actual against forecasted cash flow, and (ii) supporting 

documentation for a sample of payments. The last time billed under the Macquarie 

Engagement was charged on October 31, 2013. 

85. I am further advised by Mr. Meakin that in January 2013, FTI was retained by CPN to 

provide certain financial advisory and consulting services, including the services of Mr. 

Andrew Bantock, a Senior Managing Director of FTI's Australian affiliate, to serve as 

Chief Restructuring Officer (the "CRO") of CPN (the "CRO Engagement"). 

86. Pursuant to the CRO Engagement, the scope of the CRO's duties included, among 

other things, the following: 

(a) providing financial, strategic and restructuring advice to CPN; 

(b) assisting management and the board of directors of CPN with such analysis as 

may be required; 
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(c) monitoring the preparation and maintenance of short and medium term cash 

flow and financial forecasts, and the monitoring of actual performance against 

forecast cash flow for CPN and its subsidiaries; 

(d) assessing the operational and financial position of the RDM Mine, including 

schedules, costs to complete and commissioning issues/programs; 

(e) advising and assisting CPN in negotiations and discussions with the CPN's 

customers, lenders and other stakeholders; 

(f) advising and assisting CPN and its investment bankers in the planning and 

execution of the continuation of their sales process; 

(g) developing and evaluating restructuring, sale or recapitalization alternatives that 

may be available to CPN; and 

(h) taking such action as authorized by CPN's Board of Directors to assist CPN in 

implementing the agreed restructuring strategies and initiatives. 

87. I am advised by Mr. Kozub that Mr. Bantock was not an authorized signing officer of 

CPN and was never listed as an officer of CPN in any public filings of CPN. 

88. Mr. Bantock resigned the position of CRO by mutual agreement on December 8, 2015. 

89. In addition to the foregoing, In March 2014 FTI was retained by Bennett Jones LLP, in 

its capacity as legal counsel to CPN, to investigate and report on activities relating to 

the solicitation, approval and implementation of a sample of contracts and potential 

irregularities related thereto (the "BJ Engagement"). The BJ Engagement was 

completed in June 2014. 

90. The activities of FTI under the BJ Engagement included, among other things, (i) 

reviewing available paper and electronic documentation to determine the scope of the 

contract irregularities and the impact on CPN, (ii) seeking to identify the individuals 

(internal or external to CPN) implicated in the contract irregularities, (iii) determining 

whether CPN's documented internal control procedures were appropriately followed, 
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(iv) identifying potential recourse for recovery in the event of non-performance or 

malfeasance. 

91. All of FTI's engagements for CPN are complete. The fee arrangements of each of the 

FTI engagements was based on hourly rates and none of the engagements had any 

element of success fee or contingent compensation. 

92. On March 31. 2016, FTI's Brazilian affiliate was engaged by MRDM to provide the 

services of Mr. Luis Moreno as restructuring advisor. 

K. APPOINTMENT OF FTI AS RECEIVER 

93. In Brio's view, the appointment of FTI as the Receiver is appropriate in the 

circumstances. FTI is a well-respected firm with significant experience in court 

appointed officer roles, it is familiar with the operational and financial circumstances of 

CPN and MRDM, it is familiar with the terms of the Assignment Agreement, the A&R 

Restructuring Agreement and the Share Purchase Agreement. The Receivership and 

the transaction contemplated by the Share Purchase Agreement are proceeding on a 

consensual basis and with the support of CPN, all of which will result in efficiencies. 

94. I am advised by Evan Cobb of Norton Rose Fulbright Canada LLP, Brio's legal counsel, 

that section 13.3 of the BIA provides certain restrictions in respect of who may be 

appointed receiver unless otherwise permitted by the Court. In Brio's view, the prior 

engagements of FTI and its foreign affiliates described above should not impact FTI's 

ability to properly discharge its role as Receiver in this matter. The prior engagements 

have assisted in providing FTI with valuable information about CPN and MRDM and the 

proposed transaction. 	Further, Brio is unaware of any aspects of the prior 

engagements of FTI and its foreign affiliates that would provide any basis to conclude 

that FTI is not able to independently assess the terms of the proposed transaction. 

Aside from Brio's agreements with respect to FTI's fees on the Receivership mandate, 

as described below, Brio has no other agreements or arrangements with FTI in 

connection with CPN or the RDM Subsidiaries. 
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95. I am advised by Mr. Meakin that FTI is a trustee within the meaning of Section 2 of the 

Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended. 

96. FTI has consented to act as Receiver and CPN has consented to the appointment of 

FTI as the Receiver. 

97. As the sole purpose of the receivership is to complete the transaction contemplated by 

the Share Purchase Agreement, it is expected that the Receiver's mandate will be 

substantially complete upon completion of that transaction. As a result, the Receiver's 

appointment is not expected to last more than a few weeks. This is beneficial to both 

Brio and CPN from a cost and efficiency perspective and also because it limits the 

amount of time CPN remains subject to receivership proceedings. 

98. Due to the limited purpose of the Receivership and the fact that (as described below) 

the Receivership will not be funded from the assets of CPN, Brio does not believe that 

there is any practical benefit in the circumstances of requiring that the fees of the 

Receiver must be subject to Court approval unless requested to do so by the Applicant, 

the Court or any other interested party. 

N. 	FINANCING OF THE RECEIVERSHIP AND RECEIVER'S CHARGE 

99. The fees and expenses of the Receiver and its legal counsel in completing the 

proposed transaction will be paid by BGI pursuant to an agreement between BGI and 

FTI. 

100. Notwithstanding that, and without limiting BGI's commitments to make the above 

payments, it is proposed that the fees and expenses of the Receiver and its legal 

counsel in carrying out the Receiver's duties, once appointed, will be secured by a 

"Receiver's Charge" over the Limited Receivership Assets which will rank ahead of the 

Security. 

0. 	CONCLUSION 

101. This affidavit is made in support of Brio's application for the appointment of FTI as the 

Receiver of certain assets of CPN, together with the proposed ancillary and related 
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relief, as set out in the draft Receivership Order filed, and for no other or improper 

purpose. 

SWORN BEFORE ME at the City of 
Toronto, In the Province of Ontario, 
this 21 st,,  of April, 2016. 

A Commissioner for taking affidavits 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement. 

The Borrower:  

MINERA0,0 RIACHO DOS MACHADOS LTDA. 

By: 	  
Authorizd Signatory 
7.)71/-) /0 	r 	 fZ,V--2T7 - 01 1) .1411/147P, c/s 
0=1(- 

By: 	  
Authorized Signatory 

The Guarantors:  

CARPATHIAN GOLD INC. 

By: 	  
Authorized Signatoi 

05.7))20 /21.1,2D/E-e,, -6)P11014 i/P-L01,1_,6. --::7,4- 	cis 
P--FrooL:ev -; A.2 P1-.?C7-  

By: 	  
Authorized Signatory 

ORE-LEAVE CAPITAL (BRAZIL) LIMITED 

U 

lAMii-e;rt-----Dkr'C. M.Tr/etZ lik'citf) 	 c/s 

By: 	  
Authorized Signatory 
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OLV COOPERATIE U.A. 

By: 	 -  

  

 

 

Authorized Signatory 
p_71;70 „,r,ory?..es 	 cis 
,Tr/:y - fit)  

By: 	  
Authorized Signatory 

OLC HOLDINGS B.V. 

By: 
Authorized Sign , ory 
it22/c ) 	 vrq 	 c/s 

/47-Tokk 	- 	- 

By: 	  
Authorized Signatory 
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MACQUARIE BANK LIMITED, as Agent 

, 

-nthorized SignafOrY 
ft;/:-IPA:i4 2._ 	 c/s 

By: 

By: 	  
Authorized Signatory 

50836028.4 
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The Collateral Agent: 

MACQUARIE BANK LIMITED, as Collateral Agent 

By: 
uthorized Signatory 

P17-02707-1/ 

By: 	  
Authorized Signatory 

50836028A 
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The Lenders:  

MACQUARIE BANK LIMITED 

./} 
	 )-} 

By: (z: 	"-"6"--L=ev.  
• '6thorized Signat6ry 

c/s 

/-777(70ii--1,1  - 	- 	F 

By: 	  
Authorized Signatory 

50836028.4 

343
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The Hedge Providers:  

MACQUARIE BANK LIMITED 

By: 
thorized Signatory 

6/.241/2Dcp 	DT 2-A41.2),4 
	 c/s 

207 1 aZ A'EY /4/' 1.27-re r 

By: 	  
Authorized Signatory 

50836028.4 

344



SCHEDULE A 

LENDERS AND COMMITMENTS; HEDGE PROVIDERS 

PART I: LENDERS AND COMMITMENTS 

Commitment: 

US $90,000,000.00 

Lender and Address: 

Macquarie Bank Limited 
1 Martin Place 
Sydney, NSW 2000 

Attention: 	Executive Director, Metals & Energy Capital Division 
Facsimile No. +61 (2) 8232 3590 

with a copy to: 

Macquarie Metals and Energy Capital (Canada) Ltd. 
Suite 2400, Bentall 5 
550 Burrard Street 
Vancouver, BC V6C 2B5 

Attention: 	Mr. Chris Adams 
Facsimile No.: (604) 605 1679 
Electronic mail: tcgmecvanprd@macquarie.com  

PART II: HEDGE PROVIDERS 

Hedge Provider and Address:  

Macquarie Bank Limited 
1 Martin Place 
Sydney, NSW 2000 

Attention: 	Executive Director, Metals & Energy Capital Division 
Facsimile No. 	+61 (2) 8232 3590 

with a copy to: 

Macquarie Metals and Energy Capital (Canada) Ltd. 
Suite 2400, Bentall 5 
550 Burrard Street 
Vancouver, BC V6C 2B5 

Attention: 	Mr. Chris Adams 
Facsimile No.: (604) 605 1679 
Electronic mail: tcgmecvanprd@macquarie.corn  
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CARPATHIAN GOLD INC.: 

Per: 

Name: 
Title: G4neral Counsel and. Corp. Sec. 

CONSENT 

TO: 	Brio Finance Holdings B.V, (the Secured Creditor) 

FRO : 	Carpathian Gold Inc., an insolvent pe son (the Insolvent Person) 

The Insolvent Person acknowledges receipt of a Notice of Intention bo Enforc 
Security dated April 21  2016 delivered by the Secured Creditor. 

For consideration received, the receipt and sufficiency of which are hereby 
ackncwIedged, solely in connection with the Secured Creditor's proposed application for a 
rece - '., e -ship order substantially in the form and substance attached as Schedule "A", the 
iiiscivnt Person hereby consents to the immediate enforcement by the Secured Creditor of the 
security held by the Secured Creditor from the Insolvent Person, and for the same consideration 
waives any further notice from the Secured Creditor with respect to the enforcement of its 
security and the exercise of the other remedies of the Secured Creditor against the Insolvent 
Person. 

DATED this  21st. day of April, 2016. 
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