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INTRODUCTION

1. On October 15, 2020 (the “Filing Date), Express Gold Refining Ltd. (“EGR” or the
“Applicant”) filed for and obtained protection under the Companies’ Creditors
Arrangement Act (the “CCAA”). Pursuant to the Order of this Court granted October 15,
2020 (the “Initial Order”), Deloitte Restructuring Inc. (“Deloitte’”) was appointed as the
Monitor in these proceedings (in such capacity, the “Monitor”). The Initial Order also
provided for, among other things, a stay of proceedings with respect to the Applicant until
and including October 19, 2020 (the “Stay Period”). In his endorsement, Justice Hainey

scheduled the comeback hearing (the “Comeback Hearing”) for October 19, 2020.

2. On October 18, 2020, Deloitte filed the First Report of the Monitor (the “First Report”)
which, among other things, described the activities of EGR and the Monitor and a

monitoring protocol established and being implemented at that time, in conjunction with
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the Applicant, with respect to the business operations of EGR. A copy of the First Report

is attached as Appendix “A”.

At the Comeback Hearing on October 19, 2020, Justice McEwen amended the Initial Order
(the “Amended Initial Order”) to, among other things, extend the Stay Period until and

including October 27, 2020.

On October 27, 2020, the Monitor filed the Supplement to the First Report to, among other
things, update the Court on the monitoring protocol established and provide the Monitor’s
recommendation concerning the Applicant’s request for the extension of the Stay Period.

A copy of the Supplement to the First Report is attached as Appendix “B”.

On October 27, 2020, the Amended Initial Order was amended a second time (the “Second
Amended Initial Order”) to approve a refined form of monitoring protocol agreed to
among the Applicant, the Canada Revenue Agency (“CRA”) and the Monitor (the
“Monitoring Protocol”), and to extend the Stay Period until and including December 15,
2020. The Monitoring Protocol is currently sealed pursuant to a sealing provision

contained in the Second Amended Initial Order.

On December 10, 2020, the Monitor filed the Second Report (as defined herein) in support
of the Applicant’s motion to extend the Stay Period. On December 14, 2020, the Court
granted an Order extending the Stay Period until and including March 15, 2021. Attached

as Appendix “C” is a copy of the Second Report.



PURPOSE

7. The purpose of this third report of the Monitor (the “Third Report”) is to provide the

Court with information and updates on the following:

a) the activities of EGR and the Monitor from December 10, 2020, the date of the
Second Report of the Monitor (the “Second Report”) filed in connection with the
previous motion to extend the Stay Period granted in these CCAA proceedings (the

“CCAA Proceedings™), to the date of this Third Report;

b) EGR’s cash flow results for the 11-week period from November 30, 2020 to

February 12, 2021 with a comparison to forecast;

C) EGR’s revised cash flow forecast (the “Revised Cash Flow Forecast”) for the 17-
week period from February 15 to June 11, 2021, and the Monitor’s comments

thereon;

d) the amendments to the Monitoring Protocol (the “Amended Monitoring
Protocol™), as described in the confidential supplement to the Third Report (the

“Confidential Supplement to the Third Report”);

e) the Monitor’s recommendation regarding the Applicant’s request to extend the Stay
Period until June 11, 2021 (the “Stay Extension Period”), and the approval of the
Amended Monitoring Protocol, together with a sealing Order in respect of the

Amended Monitoring Protocol; and



8.

f) the Monitor’s request for the approval of: (i) the Monitor’s Fees (as defined herein)
for the fee period up to February 21, 2021 and Dentons Fees (as defined herein) for
the fee period up to January 31, 2021, as set out in the Fee Affidavits, and (ii)
approval the Monitor’s activities and the Third Report, together with the previously

filed First Report, Supplement to the First Report and Second Report.

This Third Report should be read in conjunction with the Confidential Supplement to the
Third Report and the Affidavit of Atef Salama sworn March 3, 2021 in support of the

Applicant’s motion for the relief outlined above (the “Salama Affidavit”).

TERMS OF REFERENCE AND DISCLAIMER

10.

In preparing this Third Report and making the comments herein, the Monitor has been
provided with, and has relied upon, unaudited financial information, books and records and
financial information prepared by EGR, and discussions with management of the Applicant

(“Management”) (collectively, the “Information’).

The Monitor has reviewed the Information for reasonableness, internal consistency and use
in the context in which it was provided. However, the Monitor has not audited or otherwise
attempted to verify the accuracy or completeness of the Information in a manner that would
wholly or partially comply with Canadian Generally Accepted Assurance Standards
(“Canadian GAAS”) pursuant to the Chartered Professional Accountants Canada
Handbook and, accordingly, the Monitor expresses no opinion or other form of assurance

contemplated under Canadian GAAS in respect of the Information.



1.

12.

13.

14.

15.

Some of the information referred to in this Third Report consists of forecasts and
projections. An examination or review of the financial forecasts and projections, as
outlined in the Chartered Professional Accountants Canada Handbook, has not been

performed.

Future oriented financial information referred to in this Third Report was prepared based
on Management’s estimates and assumptions. Readers are cautioned that since projections
are based upon assumptions about future events and conditions that are not ascertainable,
the actual results will vary from the projections, even if the assumptions materialize, and

the variations could be significant.

This Third Report does not include any consideration of the likely impact of the Covid-19
pandemic (“Covid-19”) on sales, supply chain or any other aspect of the business of the
Applicant (except as set forth in paragraph 16(c), only) as the situation is continuing to
evolve, and many uncertainties remain as to the effect the Covid-19 crisis will have on the
Applicant and the broader domestic and global economies. Changes to market conditions
could substantively affect the Applicant and the recommendations set out in this Third

Report.

Due to restrictions imposed as a result of Covid-19, the Monitor has been unable to perform
usual procedures to verify or test information provided by Management, including limited

physical attendance at EGR’s premises and meetings with Management.

Unless otherwise stated, all monetary amounts noted herein are expressed in Canadian

dollars.



ACTIVITIES OF EGR SINCE THE SECOND REPORT

16.

The activities of EGR since the Second Report are set out in the Salama Affidavit at

paragraph 10, and such activities of EGR that are related to or arising out of these CCAA

Proceedings include:

a)

b)

d)

Complying with the terms of the Monitoring Protocol and implementing the

amendments to the Monitoring Protocol (as described further below);

Continuing to manage its relationships with customers and suppliers to minimize

business disruptions;

Continuing to operate its business during the lockdown (the “Temporary
Lockdown”) effective November 23, 2020, in the City of Toronto and effective
January 14, 2021, in the Province of Ontario, as a “business that may open”
pursuant to Schedule 2 of Ontario Regulation 654/20, Ontario Regulation 10/21
made under the Reopening Ontario (A Flexible Response to COVID-19) Act, 2020,
and Ontario Regulation 11/21 made under the Emergency Management and Civil

Protection Act, 2020 (the “Regulations”);

Together with its counsel, the Monitor and the Monitor’s counsel, holding
discussions with General Counsel for Justice Canada, and CRA regarding the
development and implementation of the amendments to the Monitoring Protocol in
response to the Temporary Lockdown, EGR’s monthly GST/HST filings, and those

other matters set out in the Confidential Supplement to the Third Report;



Continuing to provide regular updates and information to the Monitor with respect

to the business; and

Continuing to advance the Commodity Tax Dispute (a status update of the
Commodity Tax Dispute is provided in paragraphs 24 and 25 of the Salama

Affidavit).

ACTIVITIES OF THE MONITOR SINCE THE SECOND REPORT

17.

Since the Second Report, the Monitor has undertaken the following activities:

a)

b)

d)

Monitored EGR’s business in accordance with the Monitoring Protocol and assisted

EGR in the development and implementation of the Amended Monitoring Protocol;

Together with its counsel, reviewed the Regulations and concurred with EGR that
EGR appears to qualify as a “business that may open” during the Temporary

Lockdown;

Communicated with the Applicant’s restructuring counsel regarding developments
in the CCAA Proceedings and the Applicant’s tax counsel regarding the status of

developments in the Commodity Tax Dispute;

Communicated with CRA regarding the Applicant’s monthly GST/HST filings and
amendments to the Monitoring Protocol. In this regard, the CRA issued letters and
released net tax refunds for two GST/HST filing periods to date while a third

GST/HST filing period is currently under review;
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h)

)

Communicated with General Counsel for Justice Canada regarding developments

in these CCAA Proceedings;

Reviewed certain documentation in relation to the Commodity Tax Dispute;

Communicated with EGR and CRA in relation to the disclosure of information and
documentation to support the claims and allegations asserted by CRA against the
Applicant in the Commodity Tax Dispute (the “CRA Claims”) in an effort to

effectively assess the CRA Claims;

Communicated with CRA regarding a procedure upon which the Monitor can
receive information and documentation from CRA relating to the CRA Claims

which may contain information that is subject to governing privacy laws;

Assisted EGR in preparing the Revised Cash Flow Forecast and cash flow variance

reporting; and

Attended to various inquiries which the Monitor received from EGR’s creditors and

other interested parties through either the Monitor’s telephone hotline or by e-mail.

CASH FLOW FORECAST AND RESULTS RELATIVE TO FORECAST

18. Summarized in the following table are EGR’s actual cash receipts and disbursements for

the 11-week period ended February 12, 2021 (the “Reporting Period”) as compared to the

corresponding weeks in the cash flow forecast included in the Second Report.



Express Gold Refining Ltd.
Summary of Actual versus Forecast Cash Flows
For the 11-week period from November 30, 2020 to February 12, 2021

(SCAD '000s)

Unaudited

Actual  Forecast Variance Note
Receipts
Collection from Sales and Accounts Receivable 13,340 17,694 (4,354) A
HST refunds 56 308 (252) B
Interest and other receipts 8 1 7
Total Receipts 13,404 18,003 (4,599)
Disbursements
Purchases 9,823 15,282 5,459 C
Salaries and wages 131 150 19 D
Consulting and professional fees 46 80 34 E
General Administrative Expenses 122 122 1
Insurance 27 33 6
Rent 39 43 4
Advertising and promotion 59 42 (17) F
Vehicle 8 9 1
Freight 31 36 5
Income Tax 2,342 2,450 108 G
Total Disbursements 12,628 18,248 5,620
Litigation Costs 225 320 95 H
Restructuring Costs 474 770 296 I
Total Litigation and Restructuring Costs 699 1,090 391
Net Cash Flow 77 (1,335) 1,413
Opening Cash 5,306 5,306 0
Ending Cash 5,383 3,970 1,413

19. EGR’s actual net cash flow for the Reporting Period was approximately positive $77,000,
compared to forecast net cash outflow of approximately $1.3 million, resulting in a
favourable variance of $1.4 million. The following are the reasons for the major variances,

identified by the Notes in the above table:



b)

d)

2

h)
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An unfavourable variance of $4.4 million in sales receipts is a permanent difference
due to decreased customer traffic as a result of Covid-19 and the CCAA

Proceedings;

An unfavourable variance of $252,000 in HST refunds is a temporary difference

expected to reverse in the future;

A favourable variance of $5.5 million in purchases is a permanent difference due

to decreased purchase volumes as a result of Covid-19 and the CCAA Proceedings;

A favourable variance of $19,000 in salaries and wages is a timing difference

expected to reverse in the next pay period;

A favourable variance of $34,000 in consulting and professional fees is a permanent

difference as actual disbursements were less than forecast;

An unfavourable variance of $17,000 in advertising and promotion expenses is a

timing difference expected to reverse in the future;

A favourable variance of $108,000 in income taxes is a timing difference expected

to reverse in the future;

A favourable variance of $95,000 in litigation costs is a timing difference expected

to reverse in the future; and

A favourable variance of $296,000 in restructuring costs is a timing difference

expected to reverse in the future.
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APPLICANT’S REVISED CASH FLOW FORECAST

20.

21.

22.

23.

24.

The Applicant, with the assistance of the Monitor, has prepared the Revised Cash Flow
Forecast, which covers the period from February 15 to June 11, 2021 (the “Revised Cash
Flow Period”) for the purposes of projecting the cash position of the Applicant’s planned
operations and other activities during the Revised Cash Flow Period. A copy of the Revised

Cash Flow Forecast is attached as Appendix “D” hereto.

The Revised Cash Flow Forecast has been prepared by Management, using the probable
and hypothetical assumptions set out in the notes to the Revised Cash Flow Forecast (the

“Assumptions”), and is presented on a weekly basis during the Revised Cash Flow Period.

EGR’s opening cash balance on February 12, 2021 was $5.3 million. The forecast cash
flow surplus for the Revised Cash Flow Period before litigation and restructuring costs is
estimated to be $23,190. Litigation and restructuring costs in connection with the
Commodity Tax Dispute and the CCAA proceeding are estimated to be $330,000 and $1.1
million respectively over the Revised Cash Flow Period. The forecast cash flow deficit for
the Revised Cash Flow Period after litigation and restructuring costs is estimated to be $1.4

million, resulting in an estimated ending cash balance of $3.9 million on June 11, 2021.

Accordingly, the Applicant is expected to have sufficient liquidity during the proposed

Stay Extension Period.

The Monitor has reviewed the Revised Cash Flow Forecast to the standard required of a
Court-appointed monitor by section 23(1)(b) of the CCAA. Section 23(1)(b) requires a

monitor to review the debtor’s cash flow statement as to its reasonableness and to file a



25.

26.

27.
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report with the Court on the monitor’s findings. The Canadian Association of Insolvency
and Restructuring Professionals’ Standards of Professional Practice include a standard for
monitors fulfilling their statutory responsibilities under the CCAA in respect of a monitor’s

report on a cash flow statement.

In accordance with the standard, the Monitor’s review of the Revised Cash Flow Forecast
consisted of inquiries, analytical procedures and discussions related to the Information.
Since the Assumptions need not be supported, the Monitor’s procedures with respect to
them were limited to evaluating whether they were consistent with the purpose of the
Revised Cash Flow Forecast. The Monitor also reviewed the support provided by
Management for the Assumptions and the preparation and presentation of the Revised Cash

Flow Forecast.

Based on the Monitor’s review, nothing has come to its attention that causes it to believe,
in all material aspects, that:
a) the Assumptions are not consistent with the purpose of the Revised Cash Flow

Forecast;

b) as at the date of this Report, the Assumptions are not suitably supported and
consistent with the plans of the Applicant or do not provide a reasonable basis for

the Revised Cash Flow Forecast, given the Assumptions; or
C) the Revised Cash Flow Forecast does not reflect the Assumptions.

Since the Revised Cash Flow Forecast is based on Assumptions regarding future events,

actual results will vary from the information presented even if the Assumptions occur, and



28.
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the variations could be material. Accordingly, the Monitor expresses no assurance as to
whether the Revised Cash Flow Forecast will be achieved. In addition, the Monitor
expresses no opinion or other form of assurance with respect to the accuracy of the financial
information presented in the Revised Cash Flow Forecast or relied upon by the Monitor in

preparing this Third Report.

The Revised Cash Flow Forecast has been prepared solely for the purposes described

above, and readers are cautioned that it may not be appropriate for other purposes.

THE AMENDED MONITORING PROTOCOL

29.

30.

Since the approval and implementation of the Monitoring Protocol on October 27, 2020,
EGR, CRA and the Monitor held various discussions with a view to assessing and
improving the effectiveness of the Monitoring Protocol. On January 20, 2021, CRA
proposed that the Monitor make certain amendments to the Monitoring Protocol to address
the Temporary Lockdown, and other matters relating the implementation of the Monitoring
Protocol. On March 1, 2021, EGR, CRA and the Monitor consented to an Amended
Monitoring Protocol, which is being filed by the Monitor as Confidential Appendix “A” to

the Confidential Supplement to the Third Report, subject to a request for a sealing Order.

The details of the amendments to the Protocol and the Amended Monitoring Protocol are
included in the Confidential Supplement to the Third Report. The Monitor is continuing

to assist the Applicant with the implementation of the Amended Monitoring Protocol.
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STAY EXTENSION

31. The current Stay Period expires on March 15, 2021. The Applicant is seeking the extension
of the Stay Period up to and including June 11, 2021 in order for the Applicant, with the

assistance of the Monitor, to:

a) preserve the status quo and continue to maintain the stability of operations;

b) provide the parties the opportunity to continue to assess the effectiveness of the

Amended Monitoring Protocol, as necessary;

C) seek a resolution to the Commodity Tax Dispute with CRA; and

d) determine next steps in respect of the CCAA Proceedings.

32. As described above, the Revised Cash Flow Statement indicates that the Applicant will

have sufficient liquidity during the Stay Extension Period.

33. In the Monitor’s view, the Applicant has acted and continues to act in good faith and with

due diligence in these CCAA Proceedings.

34, The Monitor supports EGR’s request for the extension of the Stay Period to June 11, 2021.

REQUEST FOR APPROVAL

35. The Monitor, and its legal counsel, Dentons Canada LLP (“Dentons”), have maintained
detailed records of their professional time and costs since the date of the Monitor’s

appointment.



36.

37.

38.

39.

40.
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Pursuant to paragraph 29 of the SARIO, any expenditure or liability properly incurred by
the Monitor, including the fees and disbursements of the Monitor and of its legal counsel,

are authorized to be paid by the Applicant on a periodic basis.

The total fees of the Monitor during the period from October 13, 2020 to February 21, 2021
are $671,417.50, together with expenses and disbursements in the sum of $2,157.90 and
HST in the amount of $87,564.83, totalling $761,140.23 (collectively, the “Monitor’s
Fees”), as more particularly described in the Affidavit of Warren Leung sworn March 3,

2021 (the “Leung Affidavit”), attached hereto as Appendix “E”.

The total fees of Dentons, during the period from October 14, 2020 to January 31, 2021
are $176,841.50, together with expenses and disbursements in the sum of $1,663.89 and
HST in the amount of $23,205.71, totalling $201,711.10 (collectively, the “Dentons
Fees”), as more particularly described in the Affidavit of Robert Kennedy sworn March 3,
2021 (the “Kennedy Affidavit”, and together with the Leung Affidavit, the “Fee

Affidavits™), attached hereto as Appendix “F”.

The Monitor is of the view that the Monitor’s Fees and Dentons Fees are appropriate and
reasonable in the circumstances. Accordingly, the Monitor seeks the approval of the

Monitor’s Fees and Dentons Fees fee periods outlined above.

The Monitor is also seeking Court approval of its activities since the commencement of
these CCAA Proceedings. Such activities are summarized in the First Report, Supplement

to the First Report and the Second Report.
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All of which is respectfully submitted this 4™ day of March, 2021.

Deloitte Restructuring Inc.,
Solely in its capacity as Court-appointed Monitor
of Express Gold Refining Ltd.

— 7

Phil Reynolds, LIT

Senior Vice-President

M‘/

Warren Leung, LIT
Vice-President
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INTRODUCTION

1. On October 15, 2020 (the “Filing Date”), Express Gold Refining Ltd. (“EGR” or the
“Applicant”) filed for and obtained protection under the Companies’ Creditors
Arrangement Act (the “CCAA”). Pursuant to the Order of this Court granted October 15,
2020 (as may be amended, restated or supplemented from time to time, the “Imitial
Order”), Deloitte Restructuring Inc. (“Deloitte”) was appointed as the Monitor in these
proceedings (in such capacity, the “Monitor”’). The Initial Order also provided for, among
other things, a stay of proceedings with respect to the Applicant until and including October
19, 2020 (the “Stay Period”). A hearing for a comeback motion (the “Comeback
Hearing”) in respect of the Initial Order has been scheduled for October 19, 2020. The
proceedings commenced by the Applicant under the CCAA will be referred to herein as

the “CCAA Proceedings”.



2. On October 14, 2020, Deloitte, in its capacity as proposed monitor, filed the Report of the
Proposed Monitor (the “Pre-Filing Report”) which, among other things, described certain
background information about EGR and its 12-week cash flow forecast for the period of
October 12, 2020 to January 1, 2021. Copies of the Pre-Filing Report and the Initial Order
in respect of the CCAA Proceedings are available on the Monitor’s case website at
www.insolvencies.deloitte.ca/en-ca/ExpressGoldRefiningLtd (the “Monitor’s Website™).

A copy of the Pre-Filing Report, without appendices, is attached as Appendix “A”.

3. A more detailed description of EGR’s business operations and background in respect of
the period prior to the Filing Date was provided in the Pre-Filing Report and the Affidavit
of Atef Salama sworn October 14, 2020 in support of the application for the Initial Order
(the “Salama Affidavit”), a copy of which without the exhibits thereto is attached hereto

as Appendix “B”.

PURPOSE

4. In advance of the Comeback Hearing, the Monitor has prepared this report (the “First

Report”) as an update to the Court on the following:

a) the activities of EGR and the Monitor from the Filing Date to the date of this First

Report; and

b) the monitoring protocol established and being implemented, in conjunction with

the Applicant, with respect to the business operations of EGR.



S.

The Monitor understands that the First Report will be referred to in the Applicant’s

submissions to support the relief the Applicant is seeking in relation to the CRA.

TERMS OF REFERENCE AND DISCLAIMER

In preparing the First Report and the commentary contained herein, the Monitor has been
provided with, and has relied upon books and records and financial information prepared
by EGR, and discussions with management of the Applicant (the “Management”)

(collectively, the “Information”).

The Monitor has reviewed the Information for reasonableness, internal consistency and use
in the context in which it was provided. However, the Monitor has not audited or otherwise
attempted to verify the accuracy or completeness of the Information in a manner that would
wholly or partially comply with Canadian Generally Accepted Assurance Standards
(“Canadian GAAS”) pursuant to the Chartered Professional Accountants Canada
Handbook and, accordingly, the Monitor expresses no opinion or other form of assurance

contemplated under Canadian GAAS in respect of the Information.

ACTIVITIES OF EGR SINCE THE FILING DATE

8.

Since the Filing Date, EGR has undertaken the following activities:

a) Communicated with all employees to explain the impact of the CCAA Proceedings
and respond to any questions. It was communicated to employees that operations
are continuing in the normal course (to the extent possible) throughout the CCAA

Proceedings;



b)

Managed relationships with customers and suppliers to minimize business

disruptions; and

The Applicant’s counsel, together with the Monitor’s counsel, held preliminary

discussions with General Counsel for Justice Canada.

ACTIVITIES OF THE MONITOR SINCE THE FILING DATE

9. Since the Filing Date, the Monitor has undertaken the following activities:

a)

b)

d)

Activated the Monitor’s Website, email address (EGR @deloitte.ca) and hotline (1-

833-605-1093) to ensure creditors and interested parties are kept current with

respect to the CCAA Proceedings;

Arranged for the publication of a notice in the Globe and Mail (National Edition),
which is scheduled to be printed in the October 21, 2020 issue. This notice contains

the information prescribed in accordance with Section 23(1)(a) of the CCAA;

On October 16, 2020, made the Initial Order, EGR’s Application Record in support
of the Initial Order (including the Salama Affidavit), and the Pre-Filing Report

publicly available by posting them on the Monitor’s Website;

Attended meetings with Management on site at EGR’s premises in Toronto
regarding monitoring activities, the CCAA Proceedings, its impact on stakeholders,

and their communication strategy with stakeholders;



Worked with Management to review disbursement approval and reporting
procedures to allow for the monitoring of EGR’s receipts and disbursements in

accordance with the cash flow forecast attached to the Pre-Filing Report; and

Together with the Applicant, the Monitor established a comprehensive monitoring
and control process with respect to the end-to-end purchase and sale of refined and

unrefined gold and other precious metals (the “Protocol”).

EGR MONITORING PROTOCOL

10. The Protocol is set out as follows:
Steps Express Gold Refining Ltd. Monitor
Customer Customer identification is validated (e.g. with government | The =~ Monitor  has
Identification | issued ID) upon entry into EGR’s premise at 215 Victoria | established controls to
St., Suite 400 in Toronto. In accordance with requirements | review and document
outlined by Canada’s Proceeds of Crime (Money | the customer account
Laundering) and Terrorist Financing Act and FINTRAC | files and ensure that
guidelines!, EGR maintains customer account files which | each  customer EGR
includes information on the customer’s name, address, | transacts with exists, is
telephone number, nature of business/occupation, assessed | validated by
risk level, GST/HST registration status. For new customers, | identification
customer information is validated by the compliance team | documentation and is a
prior to executing a transaction. GST/HST registrant (if
applicable).
Determination | Unrefined gold and other precious metals are weighed | The ~ Monitor  has
of Weight before and after melting into ingot form. The weight of | established controls to
unrefined precious metals is usually lower after melting | review and document
removes certain impurities. The process of weighing and | the weight of the
melting is completed in front of the customer for full | unrefined gold and
transparency. other precious metals
before and after
melting.

"'EGR, as a dealer in precious metals and stones, is subject to the requirements of Canada’s Proceeds of Crime (Money Laundering) and Terrorist
Financing Act and regulations as they relate to Dealers in precious metals and stones businesses and FINTRAC guidelines.




Determination
of Purity

Unrefined precious metals in ingot form are assayed two to
three times for accuracy, each using a different assaying
machine, which will determine the composition and purity
of the precious metal. The assaying process is also

The Monitor has
established controls to
review and document
the assaying results as

Sale

melt weight of the precious metal, net of a 1%-2% margin,
2) the average purity assessed by the assaying machines, and
3) the spot rate of the precious metal as represented by
Reuters in real-time. EGR has monitors set up linked to real-
time Reuters data that customers can see to support the spot
rate of the precious metal used in the transaction.

The transaction is recorded, reviewed and approved by
different employees and management prior to execution.

The customer can take payment on the supply in cash, wire,
cheque, or refined gold. Payment in the form of refined gold
constitutes a sale for EGR.

completed in front of the customer for full transparency. The | determined by the
customer keeps the assay results as determined by the | assaying machines.
assaying machines.

Purchase and | EGR calculates the purchase price based on: 1) the after | The = Monitor  has

established controls to
review and document

the purchase price
calculated and
documentation

supporting a purchase
or a sale.

Final Stages of | Once EGR has compiled a sufficient quantity of unrefined | The =~ Monitor  has
Refining gold, it is consolidated into lots and shipped to third party | established controls to
refiners for the final stages of refining into refined gold. review and document
the supporting
Once processed, refined gold is either held at the third party | documentation and
refiner under EGR’s account, shipped back to EGR or sent | track shipments to and
directly to a customer. from third party

refiners.

GST/HST

11. In the Salama Affidavit, Mr. Salama confirms that EGR’s customers’ GST/HST
registrations are in good standing with the CRA at the following times: 1) on the initial
intake of a customer, 2) on a monthly basis when EGR claims input tax credits (“ITCs”)
for GST/HST paid or payable to a customer, and 3) prior to paying GST/HST to a customer.

EGR generally does not make GST/HST payments to its customers until it has received a



12.

corresponding net tax refund from the CRA (relying on the CRA’s refund as validation of
the customer’s legitimacy) and has verified the customer’s GST/HST registration number
on the three separate occasions as described. The Salama Affidavit further provides that
EGR has advised gold vendors that GST/HST payments on purchases cannot be made until

aresolution is reached with the CRA regarding the CRA’s payment of ITC refunds to EGR.

With respect to the reconciliation of GST/HST payments and ITCs claimed following the
Initial Order, the Monitor will review: 1) supporting documentation EGR maintains with
respect to its customers’ GST/HST registration status, 2) monthly GST/HST returns to be

filed with the CRA, and 3) approve GST/HST remittances to gold vendors.



All of which is respectfully submitted this 18" day of October, 2020.

Deloitte Restructuring Inc.,
Solely in its capacity as Court-appointed Monitor
of Express Gold Refining Ltd.

0
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Phil Reynolds, LIT
Senior Vice-President

JZ%/

Warren Leung, LIT
Vice-President
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AND IN THE MATTER OF A PLAN OF
COMPROMISE OR ARRANGEMENT WITH RESPECT TO
EXPRESS GOLD REFINING LTD.

SUPPLEMENT TO THE FIRST REPORT OF THE MONITOR
October 27, 2020

INTRODUCTION

1.

On October 15, 2020 (the “Filing Date), Express Gold Refining Ltd. (“EGR” or the
“Applicant”) filed for and obtained protection under the Companies’ Creditors
Arrangement Act (the “CCAA”). Pursuant to the Order of this Court granted October 15,
2020 (as may be amended, restated or supplemented from time to time, the “Imitial
Order”), Deloitte Restructuring Inc. (“Deloitte”) was appointed as the Monitor in these
proceedings (in such capacity, the “Monitor”). The Initial Order also provided for, among
other things, a stay of proceedings with respect to the Applicant until and including October
19, 2020 (the “Stay Period”). In his endorsement, Justice Hainey scheduled the comeback

hearing (the “Comeback Hearing”) for October 19, 2020.

On October 18, 2020, Deloitte filed the First Report of the Monitor (the “First Report”)
which, among other things, described the activities of EGR and the Monitor and the

monitoring protocol established and being implemented, in conjunction with the Applicant,



with respect to the business operations of EGR. A copy of the First Report is available on
the Monitor’s case website at www.insolvencies.deloitte.ca/en-

ca/ExpressGoldRefiningLtd (the “Monitor’s Website”).

3. At the Comeback Hearing on October 19, 2020, Justice McEwen amended the Initial Order
(the “Amended Initial Order”) to, among other things, extend the Stay Period until and

including October 27, 2020.

PURPOSE

4, The Monitor has prepared this report (the “Supplement to the First Report”) as an update

to the Court on the following:

a) the activities of EGR and the Monitor from the date of the First Report to the date

of this report; and

b) the monitoring protocol established and being implemented, in conjunction with

the Applicant, with respect to the business operations of EGR.

TERMS OF REFERENCE AND DISCLAIMER

5. In preparing the Supplement to the First Report and the commentary contained herein, the
Monitor has been provided with, and has relied upon books and records and financial
information prepared by EGR, and discussions with management of the Applicant (the

“Management”) (collectively, the “Information”).



The Monitor has reviewed the Information for reasonableness, internal consistency and use
in the context in which it was provided. However, the Monitor has not audited or otherwise
attempted to verify the accuracy or completeness of the Information in a manner that would
wholly or partially comply with Canadian Generally Accepted Assurance Standards
(“Canadian GAAS”) pursuant to the Chartered Professional Accountants Canada
Handbook and, accordingly, the Monitor expresses no opinion or other form of assurance

contemplated under Canadian GAAS in respect of the Information.

ACTIVITIES OF EGR SINCE THE FILING DATE

Since the Filing Date, EGR has undertaken the following activities:

a) Issued communication regarding the CCAA Proceedings to customers and
suppliers;
b) Managed relationships with customers and suppliers to minimize business

disruptions; and

C) The Applicant’s counsel, together with the Monitor’s counsel, held preliminary
discussions with General Counsel for Justice Canada and Canada Revenue Agency

(“CRA”).

ACTIVITIES OF THE MONITOR SINCE THE FILING DATE

8.

Since the Filing Date, the Monitor has undertaken the following activities:



b)

d)

On October 20, 2020, sent a notice (the “Notice”) to every known creditor, who
has a claim against the Applicant of more than $1,000 based on contact information
of such known creditors provided by EGR, advising them that the Initial Order is

publicly available on the Monitor’s Website;

Prepared a list of the known creditors showing their names, addresses and estimated
claim amounts and made it publicly available in the prescribed manner by posting

it on the Monitor’s Website on October 20, 2020;

Completed statutory forms 1 and 2, which have been filed with the Office of the

Superintendent of Bankruptcy pursuant to subsection 23(1)(f) of the CCAA;

Attended meetings with Management on site at EGR’s premises in Toronto

regarding monitoring activities and the CCAA Proceedings;

Attended to various inquiries which the Monitor received from EGR’s creditors and
other interested parties through either the Monitor’s telephone hotline or by e-mail;

and

Together with the Applicant, established a comprehensive monitoring and control
process with respect to the end-to-end purchase and sale of refined and unrefined

gold and other precious metals (the “Protocol”).



EGR MONITORING PROTOCOL

10.

1.

12.

The Monitor has developed the Protocol with the assistance of EGR and with input from

CRA.

The overall purpose of the Protocol is, among other things, to provide a pathway for EGR
to conduct its business in a fashion that will allow it to receive net tax refunds as applicable
in accordance with the Excise Tax Act (Canada), while at the same time providing comfort
to CRA that the business transactions are being conducted under the appropriate control

and reporting from the Monitor.

A copy of the Protocol is being filed separately as Confidential Appendix “A” to this
Report, subject to a request for a sealing order. The Protocol contains information that is
commercially sensitive to EGR and CRA. The Monitor, EGR and CRA have agreed to
treat confidentially and not disclose the Protocol to any unauthorized persons, except with
the prior written consent of the Monitor, EGR and CRA (the “Confidentiality Provision”).
The only intended recipients of the Protocol are this Court, EGR and CRA. As such, the

Monitor is of the view that a sealing order is appropriate in the circumstances.

The Monitor, EGR and CRA have also agreed that:

a) The Protocol shall not be amended, restated or supplemented, except with the
written consent of the Monitor, EGR and CRA, or further Order of this Court (the

“Amendment Provision”); and



13.

14.

b) The Protocol and all monitoring and control measures described therein shall
automatically terminate on the earlier of: (i) the mutual agreement of the Monitor,
EGR and the CRA to terminate the Protocol; (ii) the termination of the CCAA
Proceedings and Deloitte’s discharge as Monitor; or (ii1) further Order of this Court

providing for the termination of the Protocol (the “Termination Provision”).

The Monitor understands that EGR will be seeking to have the Protocol, including the
Confidentiality Provision, the Amendment Provision and the Termination Provision,
approved as part of an amended and restated Initial Order. The Monitor supports EGR’s

request.

The Monitor understands that EGR will be seeking an extension of the Stay Period up to
and including December 15, 2020 which will give the parties the opportunity to assess,
among other things, the effectiveness of the Protocol. As described in the Report of the
Proposed Monitor dated October 14, 2020, the Cash Flow Forecast indicates that the
Applicant will have sufficient liquidity during the period to January 1, 2021. In the
Monitor’s view, the Applicant has acted and continues to act in good faith and with due
diligence in the CCAA Proceedings. The Monitor supports EGR’s request for the

extension of the Stay Period to December 15, 2020.



All of which is respectfully submitted this 27" day of October, 2020.

Deloitte Restructuring Inc.,
Solely in its capacity as Court-appointed Monitor
of Express Gold Refining Ltd.
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