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1] On December 23, 2013, [ heard the CCAA application of Jaguar Mining Inc. (“Jaguar”)
and made the following three endorsements:

1. CCAA protection granted. Initial Order signed. Reasons will follow. Tt is
expected that parties will utilize the e-Service Protocol which can be
confirmed on comeback motion. Sealing Order of confidential exhibits
granted.
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2. Meeting Order granted in form submitted.
3. Claims Procedure Order granted in form submitted.
2] These are my reasons.

[3] Jaguar sought protection from its creditors under the Companies’ Creditors Arrangement
Act (“CCAA”) and requested authorization to commence a process for the approval and
implementation of a plan of compromise and arrangement affecting its unsecured creditors.

{4] Jaguar also requested certain protections in favour of its wholly-owned subsidiaries that
are not applicants (the “Subsidiaries” and, together with the Applicant, the “Jaguar Group®).

[5] Counsel to Jaguar submits that the principal objective of these proceedings is to effect a
recapitalization and financing transaction (the “Recapitalization™) on an expedited basis through
a plan of compromise and arrangement (the “Plan”) o provide a financial foundation for the
Jaguar Group going forward and additional liquidity to allow the Jaguar Group to continue to
work towards its operational and financial goals. The Recapitalization, if implemented, is
expected to result in a reduction of over $268 million of debt and new liquidity upon exit of
approximately $50 million.

[6] Jaguar’s senior unsecured convertible notes (the “Notes™) are the primary liabilities
affected by the Recapitalization, Any other affected liabilities of Jaguar, which is a holding
company with no active business operations, are limited and identifiable.

[7]  The Recapitalization is supported by an Ad Hoc Committee of Noteholders of the Notes
(the “Ad Hoc Committee of Noteholders”) and other Consenting Noteholders, who collectively
represent approximately 93% of the Notes.

{8] The background facts are set out in the affidavit of David M. Petrov sworn December 23,
2013 (the “Petrov Affidavit™), the important points of which are summarized below.

9] Jaguar is a corporation existing under the Business Corporations Act, R.8.0. 1990 c.
B.16, with a registered office in Toronto, Ontario. Jaguar has assets in Canada,

[10] Jaguar is the public parent corporation of other corporations in the Jaguar Group that
carry on active gold mining and exploration in Brazil, employing in excess of 1,000 people.
Jaguar itself does not carry on active gold mining operations.

[11] Jaguar has three wholly-owned Brazilian operating subsidiaries: MCT Mineragéo Ltda.
(“MCT”), Minerago Serras do Oeste Ltda. (“*MSOL”) and Mineragdio Turmalina Ltda, (“MTL”)
(and, together with MCT and MSOL, the “Subsidiaries™), all incorporated in Brazil.

[12] The Subsidiaries’ assets include propetties in the development stage and in the
production stage.
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{13]  Jaguar has been the main corporate vehicle through which financing has been raised for
the operations of the Jaguar Group. The Subsidiaries have guaranteed repayment of certain
funds borrowed by Jaguar.

[14] Jaguar has raised debt financing by (a) issuing notes, and (b) borrowing from Renvest
Mercantile Bank Corp. Inc., through its global resource fund (“Renvest”).

[15] In aggregate, Jaguar has issued a principal amount of $268.5 million of Notes through
two transactions, known as the “2014 Notes” and the “2016 Notes”.

[16] Interest is paid semi-annually on the 2014 Notes and the 2016 Notes. Jaguar has not paid
the last interest payment due on November 1, 2013. Under the 2014 Notes, the grace period has
lapsed and an event of default has occurred.

[17] Jaguar is also the borrower under a fully drawn $30 million secured facility (the “Renvest
Facility”) with Renvest. The obligations under the Renvest Facility are secured by a general

security agreement from Jaguar as well as guarantees and collateral security granted by each of
the Subsidiaries.

[18] Jaguar has identified another potential liability. Mr. Daniel Titcomb, former chief
executive officer of Jaguar, and certain other associated parties, have instituted a legal
proceeding against Jaguar and certain of its current and former directors that is currently
proceeding in the United States Federal Court. Counsel to Jaguar submits that this lawsuit
alleges certain employment-related claims and other claims in respect of equity interests in
Jaguar that are held by Mr, Titcomb and others. Counsel to Jaguar advises that Jaguar and its
board of directors believe this lawsuit to be without merit.

[19] Counsel also advises that, aside from the lawsuit and professional service fees incurred
by Jaguatr, the unsecured liabilities of Jaguar are not material.

[20] The Jaguar Group’s mines are not low-cost gold producers and the recent decline in the
price of gold has negatively impacted the Jaguar Group.

{211 Based on current world prices and Jaguar Group’s current level of expenditures, the
Jaguar Group is expected to cease to have sufficient cash resources to continue operations eatly
in the first quarter of 2014.

[22] Counsel also submits that, as a result of Jaguar’s event of default under the 2014 Notes,
certain remedies have become available, including the possible acceleration of the principal
amount and accrued and unpaid interest on the 2014 Notes. As of November 13, 2013, that
principal and accrued interest totalled approximately $169.3 million.

[23] Jaguar’s unaudited consolidated financial statements for the nine months ending
September 30, 2013 show that Jaguar had an accumulated deficit of over $317 million and a net
loss of over $82 million for the nine months ending September 30, 2013. Jaguar’s current

liabilities (at book value) exceed Jaguar’s current assets (at book value) by approximately $40
million.
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[24] Taccept that Jaguar faces a liquidity crisis and is insolvent.

[25] Jaguar has been involved in a strategic review over the past two years. Counsel submits
that the efforts of Jaguar and its advisors have shown that a comprehensive restructuring plan
involving a debt-to-equity exchange and an investment of new money is the best available
alternative to address Jaguar’s financial issues.

[26] Counsel to Jaguar advises that the board of directors of Jaguar has determined that the
Recapitalization is the best available option to Jaguar and, further, that the plan cannot be
implemented outside of a CCAA proceeding. Counsel emphasizes that without the protection of
the CCAA, Jaguar is exposed to the immediate risk that enforcement steps may be taken under a
variety of debt instruments. Further, Jaguar is not in a position to satisfy obligations that may
result from such enforcement steps.

[27] Jaguar requests a stay of proceedings in favour of non-applicant Subsidiaries contending
that, because of Jaguar’s dependence upon its Subsidiaries for their value generating capacity,
the commencement of any proceedings ot the exercise of rights or remedies against these
Subsidiaries would be detrimental to Jaguar’s restructuring efforts and would undermine a
process that would otherwise benefit Jaguar Group’s stakeholders as a whole.

[28] Jaguar also seeks a charge on its current and future assets (the “Property”) in the
maximum amount of $5 miilion (a $500,000 first-ranking charge {the “Primary Administration
Charge”) and a $4.5 million fourth-ranking charge (the “Subordinated Administration Charge™)
(together, the “Administration Charge”)). The purpose of the charge is (o sccure the fees and
disbursements incurred in connection with services rendered both before and after the
commencement of the CCAA proceedings by various professionals, as well as Canaccord
Genuity and Houlihan Lokey, as financial advisors to the Ad Hoc Commiitee (collectively, the
“Financial Advisors™).

[29] Counsel advises that the Financial Advisors’ monthly work fees (but not their success
fees) will be secured by the Primary Administration Charge, while the Financial Advisors’
success fees will be secured solely by the Subordinated Administration Charge,

[30] Counsel further advises that the Proposed Initial Order contemplates the establishment of
a charge on Jaguar’s Property in the amount of $150,000 (the “Director’s Charge™) to protect the
directors and officers. Counsel further advises that the benefit of the Director’s Charge will only
be available to the extent that a liability is not covered by existing directors and officers
insurance. The directors and officers have indicated that, due to the potential for personal
liability, they may not continue their service in this restructuring unless the Initial Order grants
the Director’s Charge.

[31] Counsel to Jaguar further advises that the proposed monitor is of the view that the
Director’s Charge and the Administration Charge are reasonable in these circumstances.

[32] Jaguar is unaware of any secured creditors, other than those who have received notice of
the application, who are likely to be affected by the court-ordered charges.
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{33] In addition to the Initial Order, Jaguar also secks a Claims Procedure Order and a
Meeting Order, submitting that it must complete the Recapitalization on an expedited timeline,

[34]  Each of the Claims Procedure Order and Meeting Order include a comeback provision.

{35] Having reviewed the record and upon hearing submissions, I am satisfied the Applicant is
a company to which the CCAA applies. It is insolvent and faces a looming liquidity crisis. The
Applicant is subject to claims in excess of $5 million and has assets in Canada. [ am also
satistied that the application is properly before me as the Applicant’s registered office and certain
of its assets are situated in Toronto, Ontario.

[36] 1Iam also satistied that the Applicant has complied with the obligations of s. 10(2) of the
CCAA.

[37] I am also satisfied that an extension of the stay of proceedings to the Subsidiaries of
Jaguar is appropriate in the circumstances. Further, I am also satisfied that it is reasonable and
appropriate to grant the Administration Charge and the Director’s Charge over the Property of
the Applicant. In these circumstances, | am also prepared to approve the Engagement Letters
and to seal the terms of the Engagement Letters. In deciding on the sealing provision, I have
taken into account that the Engagement Letters contain sensitive commercial information, the
disclosure of which could be harmful to the parties at issue. However, as I indicated at the
hearing, this issue should be revisited at the comeback hearing.

[38] I am also satisfied that Jaguar should be authorized to comply with the pre-filing
obligations to the extent provided in the Initial Order.

[39] In arriving at the foregoing conclusions, | reviewed the argument submitted by counsel to
Jaguar that the stay of proceedings against non-applicants is appropriate, The Jaguar Group
operates in a fully integrated manner and depends upon its Subsidiaries for their value generating
capacity. Absent a stay of proceedings not only in favour of Jaguar but also in favour of the
Subsidiaries, various creditors would be in a position to take enforcement steps which could
conceivably lead to a failed restructuring, which would not be in the best interests of Jaguar’s
stakeholders,

[40] The court has jurisdiction to extend the stay in favour of Jaguar’s Subsidiaries. See
Lehndorff General Partners Limited (Re} (1993), 17 C.B.R. (3d) 24 (Ont. Gen. Div.); Calpine
Canada Energy Limited (Re), 2006 ABQB 153, 19 C.B.R. (5th) 187; Skylink Aviation Inc. {Re),
2013 ONSC 1500, 3 C.B.R. (6th) 150.

[41]  The authority to grant the court-ordered Administration Charge and Director’s Charge is
contained in ss. 11.51 and 11.52 of the CCAA.

[42] In granting the Administration Charge, [ am satisfied that;

(i) notice has been given to the secured creditors likely to be affected by the charge;

(i)  the amount is appropriate; and
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(iii)  the charges should extend to all of the proposed beneficiaries.

[43] In considering both the amount of the Administration Charge and who should be entitled
to its benefit, the following factors can also be considered:

(a) the size and complexity of the business being restructured; and
(b) whether there is an unwarranted duplication of roles.
See Canwest Publishing Inc. (Re), 2010 ONSC 222, 63 C.B.R. (5th) 115.

[44] In this case, the proposed restructuring involves the proposed beneficiaries of the charge.
I accept that many have played a significant role in the negotiation of the Recapitalization to date
and will continue to play a role in the implementation of the Recapitalization. I am satisfied that
there is no unwarranted duplication of roles among those who benefit from the proposed
Administration Charge.

[45]  With respect to the Director’s Charge, the court must be satisfied that:
(0 notice has been given to the secured creditors likely to be atfected by the charge;
(i)  the amount is appropriate;

(iii)  the applicant could not obtain adequate indemnification insurance for the director
or officer at a reasonable cost; and

(iv)  the charge does not apply in respect of any obligation incurred by a director or
officer as a result of the director’s or officer’s gross negligence or wilful
misconduct.

[46] A review of the evidence satisties me that it is appropriate to grant the Director’s Charge
as requested.

[47] Jaguar requested that the Initial Order authorize it to perform certain pre-filing
obligations in respect of professional service providers and third parties who provide services in
respect of Jaguar’s public listing agreement. In the circumstances, I find it to be reasonable that
Jaguar be authorized to perform these pre-filing obligations.

[48] In view of Jaguar’s desire to move quickly to implement the Recapitalization, I have also
been persuaded that it is both necessary and appropriate to grant the Claims Procedure Order and
the Meeting Order at this time. These are procedural steps in the CCAA process and do not
require any assessment by the court as to the fairness and reasonableness of the Plan at this stage.

[49] Counsel to Jaguar submits that Jaguar’s approach to classification of the affected
unsecured creditors is appropriate in these circumstances, citing a commonality of interest.
Counsel also references s. 22(2) of the CCAA. For the purposes of today’s motion, I am
prepared to accept this argument. However, this is an issue that can, if raised, be reviewed at the
comeback hearing.
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[50] In the result, an Initial Order is granted together with a Meeting Order and Claims
Procedure Order. All orders have been signed in the form presented.
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MORAWETZ R.S.J.

Date: January 16, 2014



