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was made on January ¥ , 2022,

No. S-2110503
Vancouver Registry

IN THE SUPREME COURT OF BRITISH COLUMBIA
IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT, R.S.C.

1985, ¢. C-36
AND
IN THE MATTER OF OTSO GOLD CORP. OTSO GOLD OY, OTSO GOLD AB, and
2273265 ALBERTA LTD.
PETITIONERS
AFFIDAVIT

I, Dan Andersson, care of 2500-700 West Georgia Street, Director, SWEAR THAT:

1. I am a Managing Director and Head of Nordic Operational Restructuring and CRO
Services of Alvarez & Marsal Europe LLP and I have been engaged by Otso Gold Corp. (“Otso
Gold” or the “Company”) to act as its Chief Restructuring Officer (“CRO”), and as such have
personal knowledge of the facts and matters hereinafter deposed to, except where same are stated
to be on information and belief, and where so stated I verily believe them to be true.

2. 1 was appointed as CRO on or about November 24, 2021 and since that time I have
reviewed the operational status of the Otso Mine (the “Mine”), held various meetings with Otso
Gold Oy’s (“Otso Oy”) technical and administrative departments, contractors, and suppliers.

3. Upon arrival at the mine 1 engaged with employees, contractors and suppliers to obtain a
view on the state of affairs. I benefited from being fluent in Finnish, which 80% of the employees
speak on site. I believe that it was (and is) important to speak Finnish so as to fully be able to
discuss the status of the Mine and contractor base with:

(a) The contractors with the aim to secure co-operation, which I understand is needed
under Finnish Corporate Restructuring Law

(b)  The employees as it is important to have a personal communication that was frank
and informative.

4. I have had several scheduled meetings with the Mine’s employees and contractors as well
as its suppliers. I have also held various strategy meetings with the various teams at the Mine to
determine what steps need to be taken to get the Mine operating in an efficient and responsible
way. For instance, it is important that the Mine satisfies various regulatory and safety
requirements. There has been several requests for 1 to 1 discussions with senior employees that






repaired because the Mine did not have any inventory of spare parts. Further, the Mine does not
have a warehouse, and its inventory and parts are not catalogued which makes them difficult to
find even if the Mine does have them.

11.  To make matters worse, in many instances it was difficult for us to source new parts as
suppliers had not been paid for many months and were refusing to deliver any further materials.
It was in and about that time that I learned that some suppliers had issued demand letters as early
at September 2021.

12. A mine needs to have an inventory of spare parts as it may be required to suspend
operations if a part breaks or has to be replaced. Further, replacement of spare parts after they
have broken without supply readily on hand is more expensive to two main reasons:

(a) First, the cost, of paying for a spar part may be higher if it is required urgently (and
not on hand); and

(b)  Second, if the pare parts are not on hand, there may be delays and mine shutdowns
until the spare part can be sourced, shipped and replaced.

13.  This is an issue that we have been trying to address since I arrived onsite and now shown
to me and marked as Exhibit “A” is a copy of a list of spare parts prepared by Peter Flintcroft
(who is a processing executive at the Mine) as at January 3, 2022 that the Mine will need before it
starts into full operations.

14.  Ialso reviewed the equipment on site and noted that it was worn, but functional. However,
with older equipment like that at the Mine, it is even more important that there is an inventory of
spare parts available to avoid delays and suspension of work).

Review of the Boyd Technical Report Feasibility Study

15.  The Mine’s geology department is made up of 34 specialists (including geologists,
geologist assistants, and field samplers) and is managed by Riccardo Aque.

16.  On December 17, 2021, Vesa Vaaranta (who is the head of mining operations at E.
Hartikainen Oy) and Jukka Brusila (External mining operations consultant) also visited the Mine
and met with the Mine’s geology team to review the Boyd Report as well as the Mine’s geology
generally.

17. I have reviewed the NI 43-101 Technical Report Feasibility Study prepared by John T
Boyd Company and dated October 2021 (the “Boyd Report”), and I discussed the geological
survey and database used by Boyd in the with Riccardo. The Boyd Report used old geological
database to estimate reserves it did not rely on the updated with grade control data or the lithology
generated by the in-field drilling done in 2021.

18.  When updated grade control data was used in the model included in the Boyd Report, (i)
there were increases in the amount of ore available by 20%-100% (depending on the sample); and
(ii) the average grade of ore to be processed was higher than that reported in the Boyd Report. In
other words, I believe that the Boyd Repot understated the Mine’s gold reserves.






discussed further below, the current estimate of the stripping ratio is significantly lower and this
has improved the expected economics of the Mine.

24.  However, we discovered that the excavation costs used in the Boyd Report were 65% less
than what we were told the would be by E. Hartikainen Oy (“Hartikainen), and the cost estimates
had to be revised to evaluate the economic viability of the mine.

Mine Plan

25.  In or about the beginning of December 2021, I learned that the Otso Mine did not have a
long term mine plan, and it had been operating by using the charts provided in the Boyd Report
and using short term (i.e. one to two week) plans, and the last of these short term plans was set to
expire on December 17, 2021.

26.  The lack of a long term mine plan also meant that there was no mine design which details,
amongst other things detail the contours of the open pit and access roads as well as create a safe
operating environment. The lack of a long term mine plan also meant that the technical and
economic indicators of the project could not be calculated.

27.  Shortly after I learned that there was no long term I established the following working
group to develop a long term mine plan as an urgent priority.

Johanna Jaakkola Senior Mine Planning Engineer
Jaakko Pihlaja Contract Manager

Percy Scholtz Mine Manager

Pasi Hietanen Planning Engineer

e gt i
Jorg Pohl Resource Geologist

Max Forsman Senior Mine Geologist
Riina Mékeld Environmental Executive
Pavel Ustenko Mining Engineer

Pasi Karekivi Mining Executive

Dan Andersson CRO

Jouni Kankkunen Mine Planning Engineer

28.  Now shown to me and marked as Exhibit “B” is a copy of Otso Oy’s two-year mining
plan. I expect the long term mine plan to be completed tomorrow.

29.  The attached mining plan anticipates that the Mine will process 11 million tonnes of ore
from 85 million tonnes of rock (as opposed to 8 million tonnes of ore from 93 million tonnes of
rock as forecasted in the Boyd Report). The Boyd report is a high level and they are much more
accurate now. While the planning team hopes that the Mine can achieve 6.8% dilution, it has
included an estimate of 10% as a conservative estimate in the attached mine plan.
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30.  The attached mine plan has also updated the mining costs as the mining costs used in the -

Boyd Report so that the costs are more accurate.

31.  Now that the attached mine plan has been completed this will be used to create a financial
model and business plan, assuming there is funding for the Company to continue.

Processing & Production

32. I understand from discussions with Pasi Karekivi that the Mine started processing ore in
October 2021. I understand that these initial processing efforts were focussed only on the rich ore,
and the lower grade ore (i.e. that ore with 0.4-0.5 grams of gold per tonne) was allowed to
accumulate in the run of mine stock pile area (also known as the “ROM pad”). In or about mid-
December, there were 128,000 tonnes of low quality ore on the ROM pad and processing of this
low-grade ore started on or about January 4, 2022 (and it is expected that it will take 6 weeks to
process with the first pour at the end of January 2022).

33.  We have been struggling with uneven head grades and feed at the plant, and frequent
emergency downtime and we have been working on regularizing this process by (i) normalizing
the quality of ore being processed so that it is more efficient; and (ii) improving inventory or spare
parts so as to minimize downtime in the mill.

Operations

34,  After reaching agreement with Westech on December 21, the Petitioners have continued
to work with Westech and pay in accordance with their agreement.

35.  The Petitioners continue to pay staff necessary to maintain the mines, and are incurring
significant professional and consultant fees.

36.  There is also significant work being done that amounts to correcting deferred maintenance
issues, using the shutdown time to:

(a) Emptying the concentrator’s safety pond;
b Continuing foundation construction work on the extension of the tailings pond;

(c) Fixing the berms alongside the ramps in the pit, in order to prevent rock slides and
stabilize the slopes; and

(d)  Conducting compulsory safety and security training programmes.

Discussions with Pandion

37. We received (through counsel) a series of questions from Pandion on or about December
27, 2021 and December 29, 2021. I understand that we (through counsel) responded to these
questions on or about December 29, 2021.

38.  Following this discussion, and on or about January 4, 2022, we had a follow up discussion
with Pandion and their counsel. They asked various questions about the mine plan (which I had
only seen the first draft of that morning). We agreed to share an early draft with them (which we
did on or about January 6, 2022).



Looking Forward

39.  Ifthe CCAA is allowed continue and if the Company has adequate financing, the following
steps are anticipated:

(a) By February 14 the Petitioners anticipate finalizing:

@) Their business plan and long-term funding requirements, including life of
mine cash flow projections;

(i)  Working capital requirements, including critical spare parts and capex plan;
(iii)  Short-term financing requirements to return the mine to full operation;

b) In March:
@ Obtaining financing to re-start the mine; and

(©) March to April:

(i) Commence mine re-start preparations (including grade control drilling,
advance stripping, reorganizing the ROM pad, build benches in the South
Pit to stabilize the south wall); and

(d) By May/June, fully re-starting production and mining in the South Pit and the North
Pit a few months later.

40.  Now that the long term mine plan has been completed, the Companies will be developing
the long-term financial plan (assuming there is funding in place) including the working capital
requirements for the mine. Once that is done, the Companies will be in a position to engage with
the stakeholders and consider a restructuring plan.

41. 1 believe that the Petitioners were under-capitalized when the Mine started operating and
that is reflected in the significant capital expenditure short-term payables on the Petitioners’ initial
cash flow statements, as the payments in respect of spare parts and capital expenditures that are
essential to operate the mine, but were not previously provided for as the Petitioners simply did
not have funds.

42.  Both the capital expenditures and the spare parts referenced in the Petitioners’ initial cash
flow are critical expenditures:

(@  The capital expenditure plan (or capex) refers to maintenance expenditures that the
mine will need to incur. Those are not new capital expenses, but form much of the
working capital required to sustainably operate a mine; and

(b) The critical spare parts are essential to operate a mine. Spare parts must be
purchased and available on site, as if they are not on site then in the event of a
breakdown:

i) The mine will suffer unnecessarily long delay; and
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(ii)  The mine will need to pay far more money to repair and replace the parts.

43.  Ifthe mine re-opens without full working capital, and without provision for critical capital
expenditure, it jeopardizes its long-term economic viability as it will continually need to inject
capital as issues arise, and will increase the likelihood of deferred maintenance problems arising.

44.  Importantly, the Petitioners have the full support of Hartikainen, their mining contractor.
Hartikainen is an unsecured creditor, and is the key contractor in the operation and maintenance
of the mine. Attached hereto as Exhibit “C” is a copy of a letter sent by Vesa Vaaranta,
Hartikainen’s director of mining, to Dan Andersson of A&M on January 11, 2021.

Petitioners’ Documents and Servers

45. Since Lionsbridge left the Companies in or about the end of November, the Petitioners
have been trying to understand and locate all of their documents, records and files. In terms of
electronic records, Otso Oy has an on premises server located at the Mine in Finand and Otso Oy
has control of that server. However, the documents saved on this server are not well organized.
Further I believe that many (if not most) of Otso Oy’s documents are located elsewhere. 1 have
had various discussions with Otso Oy’s employees and workers and understand that many of them
do not use the server at all but save documents locally on their laptops (or, in some instances, on
a one drive account). The lack of centralized document system exacerbated the issue of locating
the company’s records.

46.  Since the last court hearing, the Companies have also been in various discussions with
Lionsbridge to transfer control of the Otso email accounts from a Microsoft 365 server controlled
by Lionsbridge to be under the control of Otso. The Companies have hired Kroll, LLC to assist
with this task. Lionsbridge has agreed to wholly transfer all of the accounts other than those
belonging to Brian Wesson and Clyde Wesson. With respect to Brian Wesson’s and Clyde
Wesson’s account, there have been some discussions as what documents should be excluded (such
as privileged communications) before control is transferred from Kroll to the Companies.

47.  As [ was in Oulu Finland and counsel was in Vancouver, 1 was not physically present
before the commissioner while swearing this affidavit, but was linked with the commissioner
utilizing video technology, and we used the process described in B.C. Supreme Court COVID-19
Notice No. 2 dated March 27, 2020.

SWORN BEFORE ME at Vancouver,
British Columbia, and Oulu Finland on
January 11, 2022

A (;o/mm'yséioner «%m for the

Province of British Columbia

S S N N N Nt e’

DAN ANDERSSON

TiM LOUMAN-GARDINER
Barrister « Soficitor
FARRIS LLP
2500 - 700 West Georgla Street
P.O. Box 10028, Pacific Centre
Vancouver, BC V7Y 1B3



This is Exhibit “A” to the Affidavit #1 Dan
Andersson of sworn January 11, 2022
before me at the City of Vancouver and Oulu
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Urgent spares

Motors for HG tank

Motors for LG tanks

PH meter, flow meter
Instruments for the PH meter

Frequency meters
Plug Valve

Cable for the mine and others
Cabel Jamak 2x 500m

Cabel Jamak 4x 500m

Cabel Nomak 4x 500m

UPS accu for crusher
Emergency lights

Heatcamera

Tools

Total

VFD for Ag and PM

Electrical Urgent Spares

¢h dh dh ¢h

o dh

@h dh ah dh ¢h h h dh

463
875
9,062
6,043

21,225
1,156

17,500
1,300
1,500
800
1,000
489
1,500
1,000

98,974

Tammotor
Tammotor
Endress Hauser
Endress Hauser

Haaga Engineering
Kontram

Priority
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This is Exhibit “B" to the Affidavit #1 of Dan
Andersson sworn January 11, 2022 before
me at the City of Vancouver and Oulu
Finland.

A Commigsionér for tﬁing%afhs for the

Province of British Columbia.
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This is Exhibit “C" to the Affidavit #1 of
Dan Andersson sworn January 11, 2022
before me at the City of Vancouver and Oulu
Finland.

A Commigsiogfer forfaking Oaths for the
Province of British Columbia
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® E. HARTIKAINEN OY

Otso Gold Oy - E. Hartikainen Oy:s statement 11.1.2022

13

To whom it may concern,

E. Hartikainen Oy's status report and declaration of intent to co-operate and support for the restart of
Otso Gold Oy's Laivakangas mine.

On behalf of E. Hartikainen Oy, | would like to confirm in writing our interest to support the restart of Otso
Gold Oy's mining operations by all ways and means we have available.

Standby equipment at the Laivakangas mine is today in total 40 mining equipment and 70 operators and
the Contractor is ready for full restart of the mining operations within app. 2 weeks’ time.

E. Hartikainen Oy’s understanding of not meeting the Otso Gold Oy's financial targets in reopening of the
Laivakangas operations were due to not having sufficient long term mine plan. Therefore, the preparatory
work was incomplete, mining methods were not productive and the restart of the concentrator too early.

In this context, we confirm the agreed short-term actions by E. Hartikainen Oy in connection with the
restart of mining operations as follows:

- E. Hartikainen Oy will support the planning process at Laivakangas to ensure better conditions for restart-
up and profitability of the mining operations

- E. Hartikainen Oy has succeeded in recruiting a highly experienced mine planning professional to act as
support for Otso Gold Oy's mine planning organization and to act as an external expert link between Otso
Gold Oy's mine planning team and €. Hartikainen Oy

- E. Hartikainen Oy has preserved and maintained the mining equipment at Laivakangas for a quick restart
of operations

- E. Hartikainen Oy has started the emptying contract of the concentrator's safety pond on December 29,
2021, which will further facilitate the restart of the concentrator

- E. Hartikainen Oy has continued the foundation construction work of the extension of the tailings pond as
of January 3, 2022, in order to secure the disposal of the concentration sand from the concentration
process in an environmentally safe manner.

Best regards,

’

Vesa Vaaranta
Director, Mining & Construction

E. Hartikainen Oy

Y



This is Exhibit “D” to the Affidavit #1 of Dan
Andersson sworn January 11, 2022 before

me at the City of Vancouver and Oulu
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A ComnissfonerAor taking Oaths for the
Province of British Columbia
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