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GLOSSARY
895

4394895 Canada Inc.

909

4394909 Canada Inc.

Ajax

An exploration stage molybdenum property located near Alice
Arm, British Columbia

Arrangement

The arrangement agreement, dated December 12, 2013, between
Mercator and Intergeo to effect a business combination via a plan
of arrangement under Canadian law

BIA

Bankruptcy and Insolvency Act

Bluefish

Bluefish Energy Corporation

Bridge Loan

US$15 million bridge loan advanced by Daselina to MPI

Company /
Mercator

Mercator Minerals Ltd.

Creston Moly

Creston Moly Corp.

Creston Moly Assets Properties owned indirectly by Creston Moly: El Creston,
Molybrook and Ajax
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Daselina

Daselina Investments Ltd.

Debtors

Collectively, Mercator and Creston Moly

Deloitte/Trustee

Deloitte Restructuring Inc.

Deloitte CF

Deloitte Corporate Finance Inc.

Ejido

Village disputing surface land ownership with Exploraciones
regarding El Creston property

El Creston

A molybdenum/copper exploration and development project
located in Sonora, Mexico

El Pilar

An advanced development stage copper project located in
Sonora, Mexico

El Pilar Sale Process

Sales process related to El Pilar

Exploraciones

Exploraciones Global SA de CV

FAS

Russian Federal Antimonopoly Services

Intercompany Note

US$40 million promissory note issued by MPI to Mercator in
connection with the Silver Wheaton Purchase Agreement

Intergeo

Intergeo MMC Ltd.

Lodestrike

Lodestrike Resources Ltd.

Mercator

Mercator Minerals Ltd.

Mercator Barbados

Mercator Minerals (Barbados) Ltd.

Mercator Group

Mercator group of subsidiaries

Mercator USA

Mercator Minerals (USA) Ltd.

Mineral Park

A large tonnage, long life, producing copper/molybdenum mine
located near Kingman, Arizona

Molybrook

An exploration stage molybdenum property located on the south
coast of Newfoundland

MPI

Mineral Park Inc.

MPI Holdings

Mercator Mineral Park Holdings Ltd.

MPI Lenders

Collectively, Société Générale (the administrative agent),
WestLB AG, Credit Suisse and Barclays Capital

MPI Silver Purchase
Agreement

Agreement between MPI and Mercator Barbados where MPI
agreed to sell to Mercator Barbados, and Mercator Barbados
agreed to purchase from MPI, an amount of silver equal to one
hundred percent (100%) of the number of ounces of silver mined,
produced, extracted or otherwise recovered from Mineral Park

NOI

Notice of Intention
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Recursos

Recursos Stingray de Cobre SA de CV

Report

Trustee's Preliminary Report

RMB

RMB Australia Holdings Limited

RMB Facility

US$30 million corporate debt facility provided by RMB to
Mercator on December 20, 2012

Silver Wheaton

Silver Wheaton (Caymans) Ltd.

Silver Wheaton
Purchase Agreement

Silver purchase agreement between Mercator Barbardos,
Mercator and Silver Wheaton, pursuant to which Mercator
Barbados agreed to sell its purchased silver to Silver Wheaton

SoA

Form 78 - Statement of Affairs, as prescribed under the BIA

SocGen Facility

Syndicated senior credit facility provided by the MPI Lenders to
MPI in the amount of approximately USD$103 million

SocGen Guarantee

Unsecured parent guarantee agreement dated October 23, 2012
under which Mercator guaranteed all the obligations of MPI to
the MPI Lenders in certain circumstances

Stingray

Stingray Copper Inc.

Tenajon

Tenajon Resources Corp.

US Filers

Collectively, MPI Holdings, Lodestrike, MPI and Bluefish
Energy Corporation
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1. Introduction
Mercator Minerals Ltd. (“Mercator” or the “Company”) is a base metals natural resource
company engaged in the mining, development and exploration of its subsidiary-owned
mineral properties in the United States of America, Mexico and Canada. Founded in 1984,
Mercator is registered under the laws of the Province of British Columbia, Canada.
On August 26, 2014, Mercator and its directly owned subsidiary Creston Moly Corp.
(“Creston Moly”) filed a Notice of Intention to make a proposal ("NOI") under Part III,
Division I of the Bankruptcy and Insolvency Act (“BIA”). Deloitte Restructuring Inc. was
appointed as the Proposal Trustee.
Mercator and Creston Moly (collectively, the “Debtors”) were not able to obtain further
sources of funding to allow a Proposal to be made to their creditors. Pursuant to Section
50.4(8) of the BIA, the Debtors were deemed to have filed assignments in bankruptcy on
September 5, 2014. Deloitte Restructuring Inc. was appointed as Trustee in Bankruptcy
(“Trustee”) for the Debtors by the Official Receiver.
The purpose of the Trustee’s Preliminary Report (“Report”) is to:


Provide background information concerning the Company and the causes of the
Company’s financial difficulties;



Outline the key activities of the Trustee since its appointment; and



Provide the Trustee’s preliminary evaluation of the assets and liabilities of the
Company.

Throughout this Report, amounts are expressed in Canadian Dollars, unless otherwise
specified.
2. Mercator Overview
Mercator is the parent company of six wholly-owned subsidiaries: Mercator Minerals (USA)
Ltd. (“Mercator USA”), Stingray Copper Inc. (“Stingray”), Creston Moly, Mercator Minerals
(Barbados) Ltd. (“Mercator Barbados”), Mercator Mineral Park Holdings Ltd. (“MPI
Holdings”), and Lodestrike Resources Ltd. (“Lodestrike”). A copy of the Mercator group
structure chart is attached as Appendix A.
Via its wholly-owned direct and indirect subsidiaries, Mercator owns a 100% interest in five
mining properties:


Mineral Park: a large tonnage, long life, producing copper/molybdenum mine located
near Kingman, Arizona (“Mineral Park”). Owned indirectly by MPI Holdings via its
wholly-owned subsidiary Mineral Park Inc. (“MPI”).
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El Pilar: an advanced development stage copper project located in Sonora, Mexico
(“El Pilar”). Owned indirectly by Stingray via its various wholly-owned subsidiaries.



El Creston: a molybdenum/copper exploration and development project located in
Sonora, Mexico (“El Creston”). Owned indirectly by Creston Moly via its various
wholly-owned subsidiaries.



Ajax: an exploration stage molybdenum property located near Alice Arm, British
Columbia (“Ajax”). Owned indirectly by Creston Moly via its wholly-owned
subsidiary Tenajon Resources Corp. (“Tenajon”).



Molybrook: an exploration stage molybdenum property located on the south coast of
Newfoundland (“Molybrook”). Owned indirectly by Creston Moly via its whollyowned subsidiary Tenajon.

The Company was publicly traded on the Toronto Stock Exchange (TSX:ML). Trading in the
Company’s shares was suspended on August 26, 2014 as a result of the NOI proceedings.
Mercator’s head office is located in, Vancouver, British Columbia. The Company provided
head office functions to the Mercator group of subsidiaries (“Mercator Group”) and had 10
employees located in Canada and the United States as at August 26, 2014.
3. Background
In light of the commodity price environment and difficult capital market conditions, Mercator
commenced a process to review its strategic alternatives in mid-2013 with the assistance of
its financial advisor, BMO Nesbitt Burns Inc.
On December 12, 2013, Mercator announced that it had entered into an arrangement
agreement (“Arrangement”) and ancillary documentation with Intergeo MMC Ltd.
(“Intergeo”) to effect a business combination through a plan of arrangement under Canadian
law.
In connection with this transaction, Daselina Investments Ltd. (“Daselina”), Intergeo’s
controlling shareholder, agreed to advance up to US$15 million to MPI by way of a bridge
loan (“Bridge Loan”) to provide sufficient funding to stabilize its operations until the business
combination transaction could be completed.
On April 29, 2014, the Company agreed with Intergeo to certain amendments to the
agreements executed in the Arrangement, including the extension of the completion deadline
up to May 30, 2014 and, in certain circumstances, up to August 1, 2014, and additional interim
funding. The completion deadline was extended to provide the Russian Federal Anti‐
Monopoly Services ("FAS"), the federal executive body responsible for foreign investments
by Russian Federation entities, with additional time to complete its review of the response
provided by Mercator and Intergeo to its request for information regarding the terms and
conditions of the Arrangement. On July 2, 2014, FAS extended its review of Mercator's
application for up to an additional two months.
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On July 14, 2014, Intergeo advised the Company that Intergeo was not expecting to request
or agree to an extension of the completion deadline beyond August 1, 2014. Effective the end
of the day on August 1, 2014, the Arrangement was terminated, and Intergeo provided a
waiver of the non‐solicitation provisions contained in the Arrangement agreement.
In addition to the Bridge Loan provided by Daselina, MPI has a syndicated senior credit
facility in place with Société Générale (the administrative agent), WestLB AG, Credit Suisse
and Barclays Capital (collectively, the “MPI Lenders”) in the amount of approximately
US$103 million (“SocGen Facility”) (which amount includes the obligations of MPI in
respect of certain terminated copper hedge and interest rate swap contracts). Various defaults
had occurred under the SocGen Facility and other credit facilities held by MPI and other
related parties. As a result, the Mercator entities had been operating under forbearance
arrangements with the applicable lenders.
After the expiration of the forbearance agreement with the MPI Lenders on August 15, 2014,
the Company continued to explore its strategic options. However, we understand that the
Company and the MPI Lenders were unable to come to an agreement to extend any further
accommodations to MPI outside of bankruptcy. Subsequently, MPI Holdings, Lodestrike,
MPI and Bluefish Energy Corporation (“Bluefish”) (collectively, the “US Filers”) all filed for
Chapter 11 protection under the Bankruptcy Code, in the United States Bankruptcy Court on
August 25, 2014.
The SocGen Facility is supported by an unsecured parent guarantee agreement dated October
23, 2012 (“SocGen Guarantee”), under which Mercator guaranteed all the obligations of MPI
to the MPI Lenders in certain circumstances. Given Mercator’s lack of liquidity, the SocGen
Guarantee, and Mercator’s other liabilities, Mercator was unable to meet its current and future
obligations. In order to allow time for the Company to restructure its operations and affairs,
the Company filed an NOI on August 26, 2014 and Deloitte Restructuring Inc. consented to
act as trustee under the NOI.
After filing the NOI, the Company continued to solicit interest in the Company and/or its
assets, and to determine whether a transaction could be achieved to allow the Company to
restructure its financial affairs. The Company engaged in discussions with various interested
parties to explore their interest in the Company and the assets of the Mercator Group.
However, due to the uncertainty surrounding the Chapter 11 proceedings, and the complex
security structure associated with the Mercator Group’s various lending facilities, it became
apparent that it was unlikely that a transaction to recapitalize Mercator which would allow the
Company to make a viable Proposal to its creditors would be achieved.
Effective September 4, 2014 all the Company’s directors and officers resigned. Pursuant to
Section 50.4(8) of the BIA, the Debtors were deemed to have made assignments in bankruptcy
on September 5, 2014 as a result of the Debtors not filing the cash flow forecast with the
Official Receiver within the prescribed statutory 10-day period. Deloitte Restructuring Inc.
was appointed as Trustee by the Official Receiver, subject to affirmation by the creditors at
the meeting of creditors on September 25, 2014.
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4. Conservatory and Protective Measures
On September 5, 2014, the Trustee met with the former Corporate Secretary and Officer, Marc
LeBlanc and the former CEO and Officer, Bruce McLeod at the Company’s office located at
1050 – 625 Howe Street, Vancouver, British Columbia. The Trustee took an inventory of the
office furniture and equipment and took possession of the Company’s books and records.
The Trustee has engaged the services of the Company’s former Exploration Manager to
review, collate and secure the soft and hard copy records relating to El Creston, Ajax and
Molybrook which will be required for undertaking a sale process (refer to Section 7 for further
details). The Trustee has also engaged the services of the Company’s former Corporate
Secretary to assist in the process of providing the relevant information required for the Trustee
to assess the Company’s assets, liabilities and operations.
5. Assets
i)

Cash
The Company held various bank accounts with ScotiaBank in Vancouver. The Trustee
advised ScotiaBank of the bankruptcy proceedings and arranged for the account
balances to be transferred to the Trustee’s account. As at the date of our appointment,
the Company had a cash balance of $154,198 which has been received into the
Trustee’s account. In addition, the Company has provided a fee retainer to the Trustee
for acting in Mercator’s NOI and bankruptcy proceedings in the amount of $85,000.
The Company’s Statement of Affairs (“SoA”) indicated cash at bank totaling
$239,236, which represents the combined total of the cash at bank and the Trustee’s
retainer. A copy of the SoA is attached as Appendix B.
We also note that the Trustee received a fee retainer in the amount of $40,000 for
acting in Creston Moly’s NOI and bankruptcy proceedings. These monies were
provided by Mercator Minerals Ltd. during the NOI proceedings.

ii) Accounts Receivable

The Company’s books indicate that it had accounts receivable of $87,826, of which
$2,539 related to receivables from subtenants of its office and $85,287 related to a
GST receivable. The Company has estimated that the realizable value of the accounts
receivable is $2,539 since CRA is likely to offset other amounts owing against the
receivable.
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iii) Office Furniture & Equipment

The Company’s books indicate that it had furniture and equipment with a net book
value of $4,381. Per the SoA, the Company has indicated an estimated realizable value
of $1,000.
iv) Intercompany Balances

The Company’s books indicate that it has the following intercompany balances owing
to Mercator, totaling $100.3 million:
 MPI Holdings $87.7 million;
 BlueFish $1.5 million;
 Minera Stingray SA de CV $0.3 million;
 Mercator USA $5.6 million;
 Recursos Stingray de Cobre SA de CV (“Recursos”) $2.7 million; and
 Exploraciones Global SA de CV (“Exploraciones”) $2.5 million.
The Company has estimated the net realizable value of these intercompany balances
in the SoA at $1 each ($6 in total) due to the uncertainty of the outcome of the various
insolvency proceedings and sale processes (refer to Section 7 for further details).
v) Investments in Subsidiaries

The Company’s books indicate that it has the following investments in subsidiaries,
totaling $158.9 million:
 MPI Holdings $156.0 million;
 Bluefish $0.4 million;
 Lodestrike $2,031; and
 Stingray $2.5 million.
The Company has estimated the net realizable value of its equity interests in its
subsidiaries in the SoA at $1 each ($4 in total) due to the uncertainty of the outcome
of the various insolvency proceedings and sale processes (refer to Section 7 for further
details).
6. Creditors
i)

Secured Creditors
RMB Australia Holdings Limited (“RMB”)
On December 20, 2012, the Company executed an agreement with RMB Australia
Holdings Ltd. for a US$30 million corporate debt facility (“RMB Facility”). Security
interests were granted to RMB which include a first ranking charge over El Pilar and
a pledge of the securities of certain Mercator subsidiaries.
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The Company’s SoA indicates an amount owing to RMB of $33.1 million, including
accrued interest. The Trustee notes that since RMB’s security interests primarily relate
to El Pilar, any claim of RMB against Mercator will likely depend on the outcome of
the sale process of this asset (refer to Section 7 for further details).
Daselina
As outlined in Section 3, Daselina provided a Bridge Loan to MPI. Under the Bridge
Loan, as at August 26, 2014, Daselina is owed approximately $14.2 million including
accrued interest by MPI as borrower, and each of Mercator, MPI Holdings, Stingray,
4394895 Canada Inc. (“895”), 4394909 Canada Inc. (“909”) and Recursos as
guarantors. The Trustee has been informed by Daslina’s legal counsel that Daselina
holds various security in support of the Bridge Loan.
The Trustee understands that Daselina currently stands in second lien priority for
amounts owed under the Bridge Loan. As against MPI and MPI Holdings, Daselina is
subordinated to the MPI Lenders and as against Mercator, Stingray, 895, 909 and
Recursos, Daselina is subordinated to RMB. The Trustee understands that Daselina
has an intercreditor agreement in place with both the MPI Lenders and RMB.
The Company’s SoA indicates an amount owing by Mercator to Daselina of $1 since
Daselina’s security interests primarily relate to El Pilar and MPI, and any claim of
Daselina against Mercator will likely depend on the outcome of the sale processes of
these assets (refer to Section 7 for further details).
Silver Wheaton (Caymans) Ltd. (“Silver Wheaton”)
In March 2008, MPI entered into an agreement (the "MPI Silver Purchase
Agreement") with Mercator Barbados, a wholly-owned subsidiary of Mercator.
Pursuant to the MPI Silver Purchase Agreement, MPI agreed to sell to Mercator
Barbados, and Mercator Barbados agreed to purchase from MPI, an amount of silver
equal to one hundred percent (100%) of the number of ounces of silver mined,
produced, extracted or otherwise recovered from Mineral Park for so long as silver is
mined, produced, extracted or otherwise recovered therefrom.
Pursuant to a separate silver purchase agreement (the "Silver Wheaton Purchase
Agreement") between Mercator Barbardos, Mercator and Silver Wheaton, Mercator
Barbados agreed to sell its purchased silver to Silver Wheaton. Under the Silver
Wheaton Purchase Agreement, Silver Wheaton made an up-front payment of US$42
million to Mercator Barbados. Mercator guaranteed the repayment obligations of
Mercator Barbados under the agreement, subordinate to certain claims. Mercator
Barbados loaned US$40 million to Mercator, which in turn loaned US$40 million to
MPI, and MPI issued a promissory note in favor of Mercator in the amount of US$40
million (the "Intercompany Note").
The Intercompany Note was secured by a deed of trust against the silver in Mineral
Park in favor of Mercator. In turn, Mercator assigned its interest in the Intercompany
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Note and associated deed of trust to Silver Wheaton. In 2013, Mercator, MPI and
Mercator Barbados entered into a deferral agreement whereby MPI would, for a period
of up to one year, defer up to fifty percent (50%) of the refined silver that MPI is
obligated to deliver to Mercator Barbados under the terms of the Silver Wheaton
Purchase Agreement. As of August 25, 2014, the face amount outstanding under the
Intercompany Note held by Silver Wheaton is US$50.0 million.
On September 11, 2014, Silver Wheaton issued a default letter outlining various
breaches and defaults under the Silver Wheaton Purchase Agreement and demanding
immediate delivery of the deferred silver balance by Mercator Barbados and Mercator.
The deferred silver balance was calculated as 178,572 ounces as at the date of the
letter, which is equivalent to approximately US$3.3 million based on the per ounce
silver fixing price quoted by the London Bullion Market Association on that date.
Refer to Section 7 for further details on Mercator Barbados.
The Company’s SoA indicates an amount owing by Mercator to Silver Wheaton of $1
since Silver Wheaton’s security interests primarily relate to MPI, and any claim of
Silver Wheaton against Mercator will likely depend on the outcome of the sale process
of this asset (refer to Section 7 for further details).
ii) Unsecured Creditors

Société Générale
All of the obligations owing to the MPI Lenders are secured by liens on substantially
all of MPI’s assets, including cash collateral. As outlined in Section [3], Mercator
entered into a Guarantee Agreement in favour of the MPI Lenders under which
Mercator guaranteed all obligations of MPI to the MPI Lenders, subject to certain
carve-outs for any indebtedness, liens and asset disposals as they relate to El Pilar
and/or the RMB Facility. As at September 2, 2014, MPI was indebted to the MPI
Lenders in the amount of approximately US$103.0 million.
The Company’s SoA indicates an amount owing by Mercator to Société Générale of
$1 since Société Générale’s security interests primarily relate to Mineral Park, and
any claim of Société Générale against Mercator will likely depend on the outcome of
the sale process of this asset (refer to Section 7 for further details).
Other
Mercator has listed other unsecured creditor claims in its SoA as follows:
 Employee severance claims $2.2 million;
 Intercompany balances
$44.0 million;
 Service providers
$2.4 million;
 Total
$48.6 million
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iii) Provable Claims

At the time of finalizing this Report, proofs of claims have been filed by eleven
unsecured creditors totaling approximately $1,953,965.
We have been advised that the Company owed four employees severance as at the
date of bankruptcy. Claims will be filed pursuant to the Wage Earner Protection
Program Act.
7. Subsidiaries
i)

Creston Moly
As outlined in Section 2, Creston Moly indirectly owns a 100% interest in the El
Creston, Molybrook and Ajax properties (collectively, the “Creston Moly Assets”).
Creston Moly was acquired by Mercator in June 2011 via a plan of arrangement for a
combination of shares in Mercator and cash, which valued Creston Moly at
approximately $195 million at the time of the transaction. The Company’s investment
in Creston Moly has since been written down to nil in the Company’s financial
statements.
The Trustee is not currently aware of any security interests attaching to Creston Moly,
its subsidiaries or assets. It is the intention of the Trustee to seek the approval of
creditors to initiate a sale process to solicit interest in the Creston Moly Assets.
We understand that Exploraciones, the wholly-owned subsidiary of Creston Mining
and the entity that holds the rights to El Creston, has 3 employees in Mexico which
are responsible for the maintenance of the property. Further, Exploraciones has
outstanding mineral concession taxes of US$42,000, lease surface rights payments of
US$23,000 and other accounts payable of US$20,000 owing. In the past,
Exploraciones has depended on funding from its ultimate parent, Mercator. Given the
bankruptcy proceedings, the ongoing funding of this entity is subject to uncertainty.
The Trustee intends to carry out a cost/benefit analysis of maintaining the
Exploraciones entity and El Creston asset.
As at the date of this Report, the Trustee is aware of two outstanding litigation actions
against the Exploraciones entity which may impact the realizable value of Creston
Moly’s interest in El Creston, including:
- Severance payment dispute: In February 2014, Exploraciones was served in
Mexico with a claim in the Mexican labour courts by the former Mexico
country manager in respect of payments due for change of control provisions.
The former country manager tendered his letter of resignation on November 1,
2013, with an effective date of December 31, 2013. Exploraciones engaged
legal counsel to defend this matter. A hearing was scheduled to be held in
August 2014, which has not yet occurred.
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- Surface land ownership dispute: In November 2011 and February 2012,
Exploraciones was served in connection with two lawsuits filed in Mexican
Agrarian Court by certain members of the Ejido (village) that previously
owned the surface land in question. These lawsuits seek to nullify the surface
ownership right transfers of two parcels of land, Parcels 38 and 39, which
transfers were originally negotiated by Exploraciones and the Ejido in 2007,
and legally and finally effectuated and registered in March of 2011. The suits
claim that the Notices of Intent to sell the surface land ownership rights to
Exploraciones were not properly given. These Notices of Intent implement a
right of first refusal process that is required under Mexican law to allow certain
parties (to whom the Agrarian Law affords such right of first refusal) an
opportunity to purchase the parcels for the same price and on the same terms
being offered by the intended purchaser. The hearings and litigation in relation
to this dispute is ongoing.
The SoA for Creston Moly lists estimated realization values of $3 million for its
investment in Creston Mining Corporation (indirect owner of El Creston) and $2
million for its investment in Tenajon (owner of Ajax and Molybrook). The Trustee
cautions that any realizable value will be dependent on the impact of the above noted
litigation and ability to continue to fund the Exploraciones through a sale process.
Creston Moly has listed unsecured creditors in its Statement of Affairs of $3.1 million,
of which $2.9 million relates to an intercompany balance owing to Tenajon.
ii) Stingray

Stingray and its direct and indirect subsidiaries are not subject to BIA or Chapter 11
proceedings. We understand from management of Stingray that the company and its
wholly-owned subsidiaries are in the process of agreeing a mutually acceptable
forbearance arrangement with its primary senior lender, RMB to allow Stingray to
initiate a sale process for El Pilar (the “El Pilar Sale Process”). In addition, Stingray
is in the process of negotiating a funding agreement with RMB and an intercreditor
agreement with the subordinated lender, Daselina, to allow normal course business to
continue at El Pilar and to fund the cost of the El Pilar Sale Process.
To the extent that the sale process may realize proceeds in excess of the amounts
owing to RMB and Daselina, there may be a surplus available in Stingray which may
ultimately be available for the benefit of Mercator’s creditors via Mercator’s equity
interest in Stingray.
Stingray is in the process of engaging a financial advisor to conduct the El Pilar Sale
Process which is likely to be a Canadian investment bank experienced in undertaking
mining transactions. Given the Trustee’s interest in the El Pilar Sale Process by way
of Mercator’s ownership of Stingray, Deloitte Corporate Finance Inc. (“Deloitte CF”)
is proposing to provide services to Stingray as a strategic advisor to assist in it
assessment of the strategic options and potential economic outcomes available to
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Stingray specific to the El Pilar Sale Process and to provide strategic advice and
recommendations in relation to the El Pilar Sale Process, including the provision of
advice as to the form, structure, terms and price of a transaction with a view to
maximizing value for all stakeholders.
iii) MPI Holdings

As outlined in Section 2, MPI Holdings indirectly owns Mineral Park through its
wholly-owned subsidiary MPI.
Mineral Park encompasses approximately 6,497 acres of contiguous ground in the
Wallapai mining district located in the Cerbat Mountains in Northwestern Arizona
and employs over 400 people. The mine is continuing to operate during the Chapter
11 proceedings and Evercore Partners Inc. has been engaged to undertake a sale
process in respect of Mineral Park. FTI Consulting Inc. is engaged as Chief
Restructuring Officer.
The outcome of any sale process and the value of Mercator’s equity interest in MPI
Holdings is currently unknown.
iv) Mercator Barbados

As outlined in Section 6(i), Mercator Barbados is a wholly-owned subsidiary of
Mercator and was set-up for the purpose of administering the Silver Wheaton Purchase
Agreement.
We understand that Mercator Barbados is currently holding approximately
US$550,000 in cash. The extent to which Mercator has any interest in this cash
balance is as yet undetermined and will be subject to review by the Trustee.
v) Lodestrike and Bluefish

Lodestrike is a holding company which owns a wholly-owned subsidiary Bluefish.
Bluefish's operations consist of the ownership and operation of an industrial gas
turbine power generator, which Bluefish purchased in August 2010. The generator is
housed at a facility located at Mineral Park, and the power generated at the Bluefish
facility is utilized exclusively to supply Mineral Park.
The power supplied by Bluefish partially satisfies Mineral Park's power requirements,
and MPI satisfies the balance of its power requirements through purchases from third
parties on the power grid. MPI pays for power purchases from Bluefish by purchasing
natural gas to run the turbine and satisfying other operating obligations of Bluefish.
In August 2010, Bluefish entered into an agreement to purchase a Gas Turbine from
GE Packaged Power, Inc. Bluefish financed the purchase of the gas turbine with a loan
from Transfigura AG, dated October 21, 2010. The original principal amount of the
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loan under the agreement was US$20.8 million, of which approximately $13 million
remained outstanding as at August 26, 2014. Bluefish pledged substantially all of its
assets to secure the obligations under the agreement with Transfigura AG. Lodestrike
has also pledged the shares of Bluefish to secure such obligations.
The Trustee understands that Evercore Partners Inc. has been engaged to market and
sell Bluefish as part of the sale of Mineral Park during the Chapter 11 proceedings.
The outcome of any sale process and the value of Mercator’s equity interest in
Lodestrike is currently unknown.
vi) Mercator USA

Mercator USA is an employment arm of the Mercator Group. The Trustee understands
from management of Mercator USA that the entity is not subject to any insolvency
proceedings and does not have any material assets.
8. Anticipated Realization and Projected Distribution
The level of realizations available to secured and unsecured creditors of Mercator is as yet
unknown, and will depend primarily on the following:


The outcome of the sale of the Creston Moly Assets;



The outcome of the El Pilar Sale Process, after discharging the secured creditor claims
of RMB and Daselina;



The outcome of the sale process related to Mineral Park, after discharging the secured
creditor claims of the MPI Lenders; and



The outcome of the sale process related to Bluefish, after discharging the secured
creditor claims of Transfigura AG.

9. Legal Proceedings, Reviewable Transactions and Preference Payments
At the time of this Report, the Trustee is not aware of any legal proceedings against the
Company.
A preliminary review of the Company’s books and records has not identified any reviewable
transactions or preference payments.
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APPENDIX A
Mercator Minerals Ltd. Group Structure Chart
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APPENDIX B
Mercator Mineral’s Ltd. Statement of Affairs dated September 5, 2014

