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INTRODUCTION 

1. On December 3, 2014 (the "Filing Date"), Cline Mining Corporation ("Cline"), 

New Elk Coal Company LLC ("New Elk") and North Central Energy Company ("North 

Central") (collectively, the "Applicants") filed for and obtained protection under the 

Companies' Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the "CCAA"). 

Pursuant to the Order of this Honourable Court (the "Initial Order") dated December 3, 2014, 

FTI Consulting Canada Inc. ("FTI") was appointed as the Monitor of the Applicants (the 

"Monitor") in these CCAA proceedings (the "CCAA Proceedings"). The Initial Order 

provided, inter alia, for a stay of proceedings through to and including December 31, 2014 for 

the Applicants. 

2. On the Filing Date, this Honourable Court also granted an Order that approved a 

claims process for the identification and determination of claims against the Applicants and their 

present and former directors and officers (the "Claims Procedure Order") and an Order 
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authorizing the Applicants to file a plan of compromise and arrangement (the "Plan", attached as 

Appendix "A" hereto) and to convene meetings of their affected secured creditors, affected 

unsecured creditors, and the WARN Act Plaintiffs (as defined in the Claims Procedure Order) 

(collectively, the "Meetings") to consider and vote on the Plan (the "Meetings Order"). 

3. On December 3, 2014, the Monitor commenced ancillary cases in the United 

States by filing petitions under chapter 15 of the United States Bankruptcy Code in the United 

States Bankruptcy Court for the District of Colorado (the "Bankruptcy Court"). 

4. On December 4, 2014 the Monitor, as foreign representative of the Applicants, 

obtained certain relief from the Bankruptcy Court, including (i) the joint administration of the 

Chapter 15 Proceedings, (ii) approval of the form and manner of notice of the Chapter 15 

Proceedings, and (iii) the entry of a temporary restraining order (the "TRO") staying the 

commencement or continuation of proceedings against the Applicants and preventing parties 

from exercising contractual rights triggered by the commencement of insolvency proceedings in 

respect of the Applicants. 

5. On December 11, 2014, the Bankruptcy Court entered a preliminary injunction 

extending the relief granted in the TRO pending further determination in the Chapter 15 

Proceedings. 

6. Pursuant to the Initial Order, a comeback date (the "Comeback Date") was 

scheduled for December 22, 2014. The Initial Order provided that any interested party (other 

than the Applicants or the Monitor) that wished to amend or vary the Initial Order was entitled to 

appear or bring a motion before this Honourable Court on the Comeback Date. No such 

amendment or variation to the Initial Order was sought or obtained on the Comeback Date. 
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7. On December 22, 2014, this Honourable Court issued an Order approving an 

extension of the Stay Period (as defined in the Initial Order) to and including March 1, 2015. 

8. The Applicants' stated objectives for the CCAA Proceedings include permitting 

them to pursue a recapitalization with a view to maximizing value for the benefit of their 

stakeholders. The Applicants believe that without the benefit of CCAA protection there could be 

significant erosion in the value of the Cline Group (being the Applicants and Raton Basin 

Analytical LLC, collectively) that could result in the loss of tax attributes and various 

exploration, mining and environmental permits. 

9. Unless otherwise stated, all monetary amounts contained in this second report of 

the Monitor (the "Second Report") are expressed in Canadian dollars. Capitalized terms not 

otherwise defined herein have the meanings ascribed thereto in the Plan and the affidavit of 

Matthew Goldfarb sworn December 2, 2014 (the "Pre-Filing Goldfarb Affidavit"), as 

applicable. 

PURPOSE 

10. This Monitor's Second Report has been prepared pursuant to and as directed by 

section 23(l)(d.1) of the CCAA. The purpose of the Monitor's Second Report is to provide 

information to this Honourable Court and the Applicant's stakeholders in respect of the 

following: 

(a) an update on the state of the Applicants' business affairs; 

(b) an update on the state of the Applicants' financial affairs, including: 

(i) an update regarding the Applicants' actual receipts and disbursements for 

the period from December 1, 2014 to January 11, 2015; and 
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(ii) an update regarding the Applicants' post-filing consolidated cash position 

and liquidity as detailed in the January Forecast (as defined herein); 

( c) the Monitor's views regarding security granted by the Applicants in connection 

with the Secured Notes (as defined herein); 

( d) an update on the status of the claims process undertaken by the Applicants, with 

the assistance of the Monitor, pursuant to the Claims Procedure Order, the 

Meetings Order and the Plan; 

( e) an overview of the Plan and the terms and conditions contained therein; 

(f) the Monitor's commentary in respect of the Plan; and 

(g) the Monitor's conclusions and recommendations. 

TERMS OF REFERENCE 

11. In preparing this report, the Monitor has relied upon audited and unaudited 

financial information of the Applicants, the Applicants' books and records (where appropriate), 

certain financial information prepared by the Applicants and discussions with various parties, 

including the Applicants' management and counsel to the Applicants (collectively, the 

"Information"). 

12. 

(a) 

Except as described in this Second Report: 

the Monitor has not audited, reviewed or otherwise attempted to verify the 

accuracy or completeness of the Information in a manner that would comply with 

Generally Accepted Assurance Standards pursuant to the Canadian Institute of 

Chartered Accountants Handbook; and 
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(b) the Monitor has not examined or reviewed financial forecasts and projections 

referred to in this report in a manner that would comply with the procedures 

described in the Canadian Institute of Chartered Accountants Handbook. 

GENERAL BACKGROUND 

13. The Cline Group is in the business of locating, exploring and developing mineral 

resource properties, with a particular focus on gold and metallurgical coal. 

14. Further background information regarding the Applicants and the CCAA 

Proceedings is provided in, inter alia, the Pre-Filing Goldfarb Affidavit, the affidavit of Matthew 

Goldfarb sworn December 15, 2014, FTI's pre-filing report dated December 2, 2014 (the "Pre­

Filing Report") and the first report of the Monitor dated December 16, 2014 (the "First 

Report"). Copies of these materials, the Orders and other documentation relating to these 

CCAA Proceedings have been posted on the Monitor's website at 

http://cfcanada.fticonsulting.com/ cline. 

THE APPLICANTS' BUSINESS AFFAIRS 

15. The Monitor is advised by the Chief Restructuring Officer of Cline (the "CRO") 

that the Applicant's recent business affairs include the following: 

(a) the Applicants undertook a comprehensive sale process (the "Sale Process"), with 

the assistance of Moelis & Company LLC ("Moelis"), in respect of the Cline 

Group in the spring and summer of 2014. Despite their efforts, neither the 

Applicants nor Moelis received any indications of interest; 
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(b) Cline is currently in default of its 2011 series 10% senior secured notes (the "2011 

Notes") as well as its 2013 series 10% senior secured notes (the "2013 Notes", 

and collectively with the 2011 Notes, the "Secured Notes"), each of which are 

guaranteed by both New Elk and North Central. As of December 1, 2014, total 

obligations of $110,173,897, including principal and interest, are owed in respect 

of the Secured Notes; 

(c) the Secured Notes matured on June 15, 2014. In connection therewith, several 

forbearance agreements were entered into between Computershare (the 

"Trustee"), in its capacities as the trustee for each of the 2011 Notes and the 2013 

Notes, Cline, New Elk and North Central. Such forbearance agreements expired 

on November 28, 2014 and have not been extended. Marret manages and 

exercises sole discretion and control on behalf of all noteholders (the "Secured 

Noteholders") relating to the Secured Notes and all of the Secured Notes are held 

by beneficial owners whose investments are managed by Marret. On December 

2, 2014, Marret confirmed that the Secured Noteholders had given instructions to 

the Trustee to accelerate the Secured Notes. Accordingly, the Trustee is in a 

position to enforce on the security over the 2011 Notes and the 2013 Notes in the 

near term; 

( d) the Applicants completed the Equipment Sale, as defined and described further in 

the First Report, on December 19, 2014. By way of the Equipment Sale, certain 

redundant and surplus equipment was sold to Foresight Energy Services, LLC for 

US$622,000; 
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( e) the Applicants are continuing to take steps to advance the proposed 

recapitalization transaction that is to be implemented pursuant to the Plan; and 

(f) the Applicants are continuing to carry on with the day to day operation of their 

businesses. 

In addition, the Applicants and the Monitor have continued to maintain open lines 

of communication with multiple third parties and/or creditors with respect to the CCAA 

Proceedings, including: 

(a) legal counsel to Marret; 

(b) third parties with potential claims; and 

(c) existing service providers. 

17. The Monitor is satisfied that since the Filing Date, creditors, employees and 

service providers to the Applicants continue to be dealt with in the normal course. 

18. Nothing has come to the attention of the Monitor that would suggest that the 

Applicants have not been in compliance with the terms of the Initial Order, the Claims Procedure 

Order, the Meetings Order and/or the CCAA generally. 

THE APPLICANTS' FINANCIAL AFFAIRS 

19. Since the Filing Date, the Monitor has continued reviewing the actual receipts and 

disbursements of the Applicants as well as the Applicants' cash flow statements. 
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Actual Receipts and Disbursements for the Periodfrom December 1, 2014 to January 11, 2015 

20. Since the Filing Date, the Monitor has been working with the Applicants to 

review disbursements and manage its cash spend during the CCAA Proceedings. 

21. The Applicants' actual net cash flow from the period of December 1, 2014 to 

January 11, 2015 (the "Current Period") together with an explanation of key variances as 

compared to the cash flow forecast provided in the Pre-Filing Goldfarb Affidavit is described 

below. Actual net cash flows for the Current Period were approximately $1.8 million higher 

than forecast and are summarized as follows: 

22. 

Cash Flow from Operations 

Receipts 

Operating Disbursements 

Operating Cash Flows 

Restructuring/ Non-Recurring Disbursements 

Beginning Cash Balance 

(1,027.0) 

{1,027.0) 

(843.4) 

The variance in actual receipts and disbursements is comprised primarily of the 

following: 

(a) a positive variance in operating receipts of $0.7 million as a result of the sale of 

redundant and surplus equipment, as further detailed in the First Report; 

(b) an additional positive variance in operating receipts of $0.1 million due to the 

receipt of earlier than anticipated HST refunds and the sale of coal from inventory 

on hand; 
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(c) a positive variance in operating disbursements of $0.5 million, which is primarily 

a timing difference that is anticipated to be temporary in nature and reverse in 

future weeks; and 

( d) a positive variance in restructuring/non-recurring disbursements of $0.5 million 

relating to legal and professional fees, which are primarily timing differences that 

are anticipated to be temporary in nature and reverse in future weeks. 

The Applicants' Revised Cash Flow Forecast 

23. The Applicants prepared a revised cash flow forecast for the period from January 

12, 2015 to March 1, 2015 (the "January Forecast"). A copy of the January Forecast is 

attached as Appendix "B" hereto. The January Forecast shows a negative cash flow of 

approximately $2. l million and is summarized below: 

24. 

Cash Flow from Operations 

Receipts 

Operating Disbursements 

Operating Cash Flows 

Res tructu ring/ Non-Re curring Dis bu rs e me nts 

Projected Net Cash Flow 

Beginning Cash Balance 

Ending Cash Balance 

It is anticipated that the Applicants' projected liquidity requirements through to 

the March 1, 2015, being the end of the Stay Period, will be met by existing cash available to the 

Applicants. 
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OVERVIEW OF THE SECURITY GRANTED IN RELATION TO THE SECURED 

NOTES 

25. As security for the payment and performance by the Applicants of obligations 

under the Secured Notes, the Applicants granted security interests in favour of the Trustee (in its 

capacities as trustee for each of the 2011 Notes and the 2013 Notes) over substantially all of their 

real and personal property1 by way of certain security documents (the "Security Documents") 

which were executed in connection with the Secured Notes. 

26. The Monitor is advised by the CRO that Cline holds personal and/or real property 

in Ontario (Canada), British Columbia (Canada) and Colorado (U.S.). Accordingly, the Monitor 

engaged counsel ("Review Counsel") in the jurisdictions in which the Applicants hold personal 

and/or real property for the purpose of providing opinions (the "Opinions") with respect to the 

security interests granted in favour of the Trustee by way of the Security Documents. 

27. The Opinions are substantially complete. The Monitor has received verbal 

confirmation from Review Counsel that, to date, Review Counsel has identified no issues arising 

subsequent to the original grant and perfection of the security interests granted in favour of the 
I 

Trustee by way of the Security Documents that would suggest an impairment thereof. Such 

confirmation is subject to (i) certain assumptions and qualifications and (ii) certain issues 

relating to the leases and assets, but not the perfection of security thereon, which were identified 

at the time the security was originally taken and perfected. The Monitor will provide an update to 

this Honourable Court with regards to the Opinions in a subsequent report. 

1 The Monitor is advised by the CRO that the Trustee has discharged its security interest in the share capital of Iron 
Ore Corporation Madagascar S.A.R.L. currently owned by Cline to facilitate a sale thereof by Cline. 
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28. The Monitor is not obtaining opinions in connection with security granted by the 

Applicants in favour of Marret (in its individual capacity, as opposed to its capacity as a holder 

and/or manager of the Secured Notes, whose security is held by the Trustee). The Monitor is 

advised that no amounts are presently owing directly to Marret in its individual capacity, other 

than amounts owed in respect of the Secured Notes held or controlled by Marret. 

CLAIMS PROCEDURE 

29. On the Filing Date, this Honourable Court issued the Claims Procedure Order that 

approved a process for the identification and quantification of claims against the Applicants and 

their present and former directors and officers. 

30. As more particularly described in the First Report, the Monitor published the 

required notices: 

(a) in the Globe and Mail on December 9, 2014, December 11, 2014 and December 

15, 2014; 

(b) in the Denver Post on December 8, 2014 and December 15, 2014; and 

(c) in the Pueblo Chieftain on December 8, 2014 and December 15, 2014 

pursuant to and m accordance with the Initial Order, the Claims Procedure Order and the 

Meetings Order. 

31. In accordance with the Claims Procedure Order, the Monitor provided 111 Claims 

Packages (as defined in the Claims Procedure Order) to the Applicants' Known Creditors (as 

defined in the Claims Procedure Order), with the exception of the Secured Noteholders. 
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32. No Claims Packages were required to be sent to the Secured Noteholders and 

neither the Secured Noteholders nor the Trustee was required to file Proofs of Claim in respect of 

Claims pertaining to the Secured Notes. Pursuant to the Claims Procedure Order, the aggregate 

of all amounts owing directly by Cline in respect of the Secured Notes up to the Filing Date were 

determined by the Applicants in accordance with the Indentures governing the Secured Notes, 

with the consent of Marret, and were referenced in the Plan. 

33. Pursuant to the Claims Procedure Order, the Monitor also provided Claims 

Packages to the Class Action Counsel (as defined in the Claims Procedure Order) with respect to 

the WARN Act Class Action (as defined in the Claims Procedure Order). 

34. Among other things, the Claims Procedure Order established 5:00 p.m. on 

January 13, 2015 as the Claims Bar Date and seven calendar days after the termination, 

repudiation or resiliation of an applicable agreement or other event giving rise to a Restructuring 

Period Claim as the Restructuring Period Claims Bar Date (as defined in the Claims Procedure 

Order). 

Review of Status of Claims Procedure for Unsecured Creditors 

35. The Monitor received 4 Notices of Dispute of Claim (as defined in the Claims 

Procedure Order) from Known Creditors, one of which has been subsequently resolved. The 

Applicants will continue to be engaged in discussions with Known Creditors in order to attempt 

to resolve the remaining disputes. 

36. The Monitor received a Proof of Claim with respect to the WARN Act Claims on 

January 13, 2015. The Applicants, with the assistance of the Monitor, continue to be engaged in 

discussions with the counsel to the WARN Act Plaintiffs in order to resolve their claim. 
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37. The Monitor received 3 Proofs of Claims from Affected Unsecured Creditors 

against the Applicants on or before the Claims Bar Date. 1 Proof of Claim has been disallowed 

as submitted. The remaining Proofs of Claims are currently being reviewed by the Applicants, 

with the assistance of the Monitor. 

38. Set out below are tables summarizing the number and value of claims against the 

Applicants from Affected Unsecured Creditors (other than the Secured Noteholders Allowed 

Unsecured Claim) as at January 13, 2015 that have been accepted or disputed. 

AffecteC:l tJnsecureC:l Creditors class' , Number of Claims , , Value of Claims($ OOO's} 
Allowed Claims 
Disputed Claims 
Proof of Claim under review 
Total 

Proof of Claim under review 
Total 

;, ; . 

108 
3 

2 

1 

Note: A consolidated Proof of Claim was submitted for the WARN Act Plantiffs Class. 

2,552 

772 

377 

3,702. 

4,203 

4,2Q3 

39. The Monitor notes that 61 Convenience Claims, with a total value $195,032.32, 

were ascertained by the Applicants, by way of the Applicants' books and records. The Known 

Creditors which hold such Convenience Claims were advised accordingly through Notices of 

Claim (as defined in the Claims Procedure Order). Additionally, one Convenience Claim in the 

amount of $3,753.59 was asserted by way of a Notice of Dispute (as defined in the Claims 

Procedure Order). The Monitor continues to engage in discussions with the holder of this 

Convenience Claim and will advise this Honourable Court of any developments in this regard in 

a subsequent report. 
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Review of Status of Claims Procedure for Directors and Officers 

40. The Claims Procedure Order also called for Claims against the current and former 

Directors and Officers of the Applicants. 

41. The Monitor did not receive any Director/Officer Claims on or before the Claims 

Bar Date and, in accordance with the Claims Procedure Order any and all such Claims shall be 

forever extinguished and barred without any further act or notification and the Directors and 

Officers shall have no liability whatsoever in respect of such Director/Officer Claims. 

Review of Status of Claims Procedure for Secured Noteholders 

42. As described in further detail in the Pre-Filing Report, the Claims Procedure 

Order provides that the aggregate of amounts owing by Cline under the Secured Notes and the 

guarantees executed by New Elk and North Central in respect of the Secured Notes up to the 

Filing Date (the "Secured N oteholders Allowed Claim") shall be determined by the Applicants, 

with the consent of Marret. For the purposes of the Claims Procedure Order, the Meetings Order 

and the Plan, the Secured Noteholders Allowed Claim has been allowed for both voting and 

distribution purposes against the Applicants as follows: 

(a) a portion of the Secured Noteholders Allowed Claim to be agreed to by the 

Applicants and Marret is allowed as an Affected Secured Claim (as defined in the 

Claims Procedure Order) against the Applicants (collectively the "Secured 

Noteholders Allowed Secured Claim"); and 

(b) a portion of the Secured Noteholders Allowed Claim to be agreed to by the 

Applicants and Marret is allowed as an Affected Unsecured Claim (as defined in 




















































































































































