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(b) Exhibit “B”: Motion to Determine the Nature of Patriot Gold Corp’s Royalty 

Interest, filed October 14, 2024

(c) Exhibit “C”: Supplement to the Monitor’s Motion for Recognition and Enforcement 

of the Canadian Sale and Distribution Order, filed December 20, 2024

(d) Exhibit “D”: Notice of Filing Oral Reasons for Judgment of the Canadian Court, 

filed December 21,2024

(e) Exhibit “E”: Notice of Filing Certified Transcript of The Proceedings in Supreme 

Court of British Columbia Action No. S245121, Vancouver Registry on December 

17, 2024, filed December 21, 2024

(f) Exhibit “F”: Objection of Nomad Royalty Company Ltd. to Monitor’s Motion for 

Post-Recognition Relief, file December 23, 2024

(g) Exhibit “G”: Patriot Gold’s Objection to Motion for Recognition and Approval of 

Canadian Reverse Vesting Order, filed December 23, 2024

(h) Exhibit “H”: Transcript of December 23, 2024 Hearing

(i) Exhibit “I”: Minute Entry of December 23, 2024 Hearing

(j) Exhibit “J”: Transcript of December 27, 2024 Hearing

(k) Exhibit “K”: Minute/Order Entry dated December 30, 2024
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FENNEMORE CRAIG, P.C.
ATTORNEYS AT LAW

PHOENIX

Fennemore Craig, P.C.
Anthony W. Austin (No. 025351) 
Tyler D. Carlton (No. 035275 ) 
Stacy Porche (No. 037193) 
2394 E. Camelback Road, Suite 600 
Phoenix, Arizona 85016 
Telephone: (602) 916-5000 
Email: aaustin@fennemorelaw.com
Email: tcarlton@fennemorelaw.com
Email: sporche@fennemorelaw.com

Attorneys for Debtor Golden Vertex Corp. 

IN THE UNITED STATES BANKRUPTCY COURT 

FOR THE DISTRICT OF ARIZONA 

In re:

ELEVATION GOLD MINING 
CORPORATION, 

Debtor in a Foreign Proceeding. 

Chapter: 15

Jointly Administered 

Case No. 2:24-bk-06359-EPB 

In re: 

Golden Vertex Corp., 

Debtor in a Foreign Proceeding. 

Case No. 2:24-bk-06364-DPC 

In re: 

Golden Vertex (Idaho) Corp., 

Debtor in a Foreign Proceeding. 

Case No. 2:24-bk-06367-BKM 

In re: 

Eclipse Gold Mining Corporation, 

Debtor in a Foreign Proceeding. 

Case No. 2:24-bk-06368-MCW 

In re: 

Alcmene Mining Inc., 

Debtor in a Foreign Proceeding. 

Case No. 2:24-bk-06370-EPB 

In re: 

Hercules Gold USA LLC, 

Debtor in a Foreign Proceeding. 

Case No. 2:24-bk-06371-DPC 

Case 2:24-bk-06359-EPB    Doc 53    Filed 10/14/24    Entered 10/14/24 16:14:51    Desc
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MOTION TO DETERMINE THE NATURE OF 
NOMAD ROYALTY COMPANY LIMITED’S INTEREST  

Elevation Gold Mining Corporation (“Elevation”) and its direct and indirect 

subsidiaries, which include Eclipse Gold Mining Corporation (“Eclipse”), and Golden 

Vertex Corp. (“GVC”) (collectively, the “Group”), submits this Motion to Determine the 

Nature of Nomad’s Interest. The Group hereby respectfully requests entry of an order 

pursuant to 11 U.S.C. §§ 105(a), 1521, and 1501(a)(3) determining that the nature of the 

royalty interest held by Creditor Nomad Royalty Company Limited (“Nomad”) is a 

personal property interest and not an interest in any real property held by GVC. 

This Motion is supported by the following Memorandum of Points and Authorities, 

the papers and pleading on file herein, and any other record on file with the clerk of the 

above captioned court concerning this matter, as well as the main proceeding in the 

Canadian Court. 

MEMORANDUM OF POINTS AND AUTHORITIES 

I. JURISDICTION AND VENUE 

This Court has jurisdiction over this matter pursuant to 28 U.S.C. §§ 157, 1334, 

§ 1501 and General Order 01-15 of the United States District Court for this District. This 

is a core proceeding pursuant to 28 U.S.C. § 157(b)(2)(P). Venue is proper in this District 

pursuant to 28 U.S.C. § 1410. 

II. BACKGROUND 

A. Relevant Facts 

The Group obtained protection from their creditors in proceedings (the “Canadian 

Proceeding”) commenced under Canada’s Companies’ Creditors Arrangement Act, R.S.C. 

1985, c. C-36 (as amended, the “CCAA”), pending before the Supreme Court of British 

Columbia (the “Canadian Court”) as Action No. S245121. Subsequently, this instant 

Chapter 15 case was commenced ancillary to the Canadian Proceeding. Additionally, this 

Court entered the order setting forth that (i) the Canadian Proceeding is recognized as a 

“foreign main proceeding”  under 11 U.S.C. § 1517; and (ii) giving full force and effect in 

Case 2:24-bk-06359-EPB    Doc 53    Filed 10/14/24    Entered 10/14/24 16:14:51    Desc
Main Document      Page 2 of 28
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the United States to the Initial Order of the Canadian Court made by Justice Fitzpatrick 

dated August 1, 2024 and the Amended and Restated Initial Order dated August 12, 2024 

[DE 49]. 

 GVC owns the Moss Mine in Mohave County, Arizona, which is comprised of 

certain patented (fee owned) and unpatented mining claims and state land mineral 

exploration permits. Portions of the Moss Mine are burdened with certain payment 

obligations pursuant to agreements with various parties including: (1) the Patriot Royalty 

Agreement; (2) the Nomad Royalty Agreement; (3) the Greenwood Royalty; and (4) a 

Finder’s Fee arrangement. This Motion pertains to the Nomad Royalty Agreement; the 

remaining agreements will be dealt with in separate motions, to be filed 

A hearing has been set before Justice Fitzpatrick in the Canadian Court for 

consideration of a motion to approve a sale of the Group’s assets, including the assets 

comprising the Moss Mine, which is scheduled to be heard on November 22, 2024 at 

2:00pm. This Application has been set prospectively. The hearing will be confirmed 

subject to the receipt and selection of an offer for the sale of or investment in the Group’s 

assets or business pursuant to the Sale and Investment Solicitation Process authorized by 

the Canadian Court on August 12, 2024. 

Contemporaneously with this Motion, the Group has submitted a motion to expedite 

setting a briefing and hearing schedule to determine the nature of the interests pursuant to 

these agreements related to the Moss Mine. In that motion, GVC requests that this Court 

set a briefing and hearing schedule subject to this Motion as soon as practicable before 

November 22, 2024. 

B. Nomad’s Royalty Interest 

In March 2004, Patriot Gold Corp., a Nevada corporation (not registered to conduct 

business in Arizona) whose shares are listed under the symbol PGOL on the Canadian 

Securities Exchange and the Over-The-Counter market entered into a letter agreement with 

MinQuest, Inc., a Nevada corporation (“MinQuest”), attached hereto as Exhibit A (the 

Case 2:24-bk-06359-EPB    Doc 53    Filed 10/14/24    Entered 10/14/24 16:14:51    Desc
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“Letter Agreement”). The Letter Agreement relates to certain patented and unpatented lode 

claims and specified areas of interest at the Moss Mine (hereafter the “Property”).  

GVC is the successor in interest to Patriot Gold’s rights and obligations under the 

Letter Agreement pursuant to an Assignment and Assumption Agreement (Fee 

#2016023502 in the Official Records of Mohave County). 

Nomad is the purported present assignee of MinQuest Inc.’s rights and obligations. 

By an Assignment and Assumption, Deed and Bill of Sale dated July 25, 2017 (Fee 

#2017037296 in the Official Records of Mohave County), MinQuest assigned its interest 

to Great Basin Resources Inc. (“GBRI”), a Nevada corporation. GBRI subsequently 

transferred its interest to Great Basin Royalty LLC (“GBRL”), a Nevada limited liability 

company (Fee #2018011038 in the Official Records of Mohave County). GBRL then 

transferred its interest to Valkyrie Royalty, Inc., a British Columbia corporation, by the 

Assignment and Assumption dated July 31, 2019 (Fee #2020043633 in the Official 

Records of Mohave County). Purportedly, upon the amalgamation of Valkyrie into Nomad, 

Nomad became the present party in interest. GVC has no evidence of said amalgamation 

but is relying on Nomad’s assertions. 

Pursuant to the Letter Agreement, Nomad purportedly holds a production royalty 

ranging from 0.5% to 3.0% of the Net Smelter Return (“NSR”) on certain undefined net 

smelter returns. Nomad’s interest is only a “production royalty” under the Letter 

Agreement—not an interest in real estate. An interest in a royalty based on production is 

not an interest in the minerals in place. They are separate and distinct interests. 

III. LAW AND ARGUMENT 

A. This Court has authority to adjudicate the nature of Nomad’s purported 
interest under the Letter Agreement. 

The Bankruptcy Code has set forth that “the purpose of this chapter is to incorporate 

the Model Law on Cross-Border Insolvency so as to provide effective mechanisms for 

dealing with cases of cross-border insolvency with the objectives of [ . . .] fair and efficient 

administration of cross-border insolvencies that protects the interests of all creditors, and 

Case 2:24-bk-06359-EPB    Doc 53    Filed 10/14/24    Entered 10/14/24 16:14:51    Desc
Main Document      Page 4 of 28

5



- 5 - 

50319550  

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28 
FENNEMORE CRAIG, P.C.

ATTORNEYS AT LAW

PHOENIX

other interested entities, including the debtor.” 11 U.S.C.A. § 1501(a)(3). Pursuant to 11 

U.S.C. § 105(a), “[t]he court may issue any order, process, or judgment that is necessary 

or appropriate to carry out the provisions of this title.” 11 U.S.C. § 105(a). Section 105(a) 

has been interpreted as granting bankruptcy courts “broad authority” and discretion to 

enforce the provisions of the Bankruptcy Code. Marrama v. Citizens Bank of Mass., 549 

U.S. 365, 375 (2007). Additionally, “[u]pon recognition of a foreign proceeding, whether 

main or nonmain, where necessary to effectuate the purpose of this chapter and to protect 

the assets of the debtor or the interests of the creditors, the court may, at the request of the 

foreign representative, grant any appropriate relief.” 11 U.S.C. § 1521(a). 

B. The Letter Agreement does not create a real property interest in favor 
of Nomad. 

Nomad’s interest arising under the Letter Agreement is not a real property interest. 

In fact, the Letter Agreement was intended to be a placeholder agreement until such time 

as MinQuest and Patriot Gold entered into a formal and comprehensive agreement (which 

agreement was supposed to take the form of a Mining Lease/Purchase Agreement), which 

agreement was never negotiated or documented. Ex. A. Further, the Letter Agreement is 

term limited and extended for a period of 20 years with automatic extensions so long as 

Patriot Gold held all or portions of the “Property.” In short, the interests under the Letter 

Agreement do not run with the land.  

The Letter Agreement provides for “Production Royalties” based on undefined 

“NSR” or net smelter return on production derived (the “Property” as specifically defined 

therein). Nothing in the Letter Agreement evinces any intent to convey a real property 

interest. 

The right to an accrued royalty (i.e., a share of the proceeds from the sale of the 

minerals produced) is a personal property interest, and the right to unaccrued royalties 

(minerals in the ground) can only “be an interest in real property when the parties so 

intend.” See Paloma Inv. Ltd. P’ship v. Jenkins, 978 P.2d 110, 115 (Ariz. Ct. App. 1998); 

see also Cheapside Minerals, Ltd. v. Devon Energy Prod. Co., L.P., 94 F.4th 492, 498 (5th 

Case 2:24-bk-06359-EPB    Doc 53    Filed 10/14/24    Entered 10/14/24 16:14:51    Desc
Main Document      Page 5 of 28

6



- 6 - 

50319550  

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28 
FENNEMORE CRAIG, P.C.

ATTORNEYS AT LAW

PHOENIX

Cir. 2024) (“[A]ccrued royalty interests are personal property, . . . as is the right to payment 

for severed minerals.” (citation omitted)). “‘Where the intent of the parties is expressed in 

clear and unambiguous language, there is no need or room for construction or interpretation 

and a court may not resort thereto.” Grosvenor Holdings, L.C. v. Figueroa, 218 P.3d 1045, 

1050 (Ariz. Ct. App. 2009) (citation omitted); N. Ariz. Gas Serv., Inc. v. Petrolane Transp., 

Inc., 702 P.2d 696, 701 (Ariz. Ct. App. 1984) (applying contract law to dispute related to 

royalty). “A general principle of contract law is that when parties bind themselves by a 

lawful contract, the terms of which are clear and unambiguous, a court must give effect to 

the contract as written.” Grosvenor, 218 P.3d at 1050 (citation omitted).

Here, the Letter Agreement’s plain language reveals that it creates no real property 

interest. The Letter Agreement is an accrued royalty based solely on production, which is 

only a personal property interest. Even if the Letter Agreement could be read as an 

unaccrued royalty, there is no language to support that the parties intended to create a real 

property interest. Thus, Nomad does not hold a real property interest in the Property under 

the Letter Agreement. 

1. The Letter Agreement is an accrued royalty that creates only a 
personal property interest. 

The parties unambiguously agreed to “production royalties,” Ex. A, i.e., an interest 

in severed minerals that constitute personal property interests in the form of accrued 

royalties. A right to payment that “arises only after severance of the product from the 

realty” is an accrued royalty. Hardy v. Greathouse, 94 N.E.2d 134, 138 (Ill. 1950). Indeed, 

“once minerals have been severed from the reservoir or strata wherein they were originally 

contained, such minerals, including royalties thereon, become personalty.” Sabine Prod. 

Co. v. Frost Nat. Bank of San Antonio, 596 S.W.2d 271, 276 (Tex. Civ. App. 1980); accord 

Finstrom v. First State Bank of Buxton, 525 N.W.2d 675, 677 (N.D. 1994) (“Upon 

severance of the gravel, the royalty interest accrues and becomes a personal property 

interest.”). The Letter Agreement’s language is clear that the right to payment arises from 

“production,” which necessarily occurs after severance of the minerals from the Property. 

Case 2:24-bk-06359-EPB    Doc 53    Filed 10/14/24    Entered 10/14/24 16:14:51    Desc
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Given this plain language, “there is no need or room for construction or interpretation and 

a court may not resort thereto.” Grosvenor, 218 P.3d at 1050 (citation omitted). Nomad’s 

interest under the Letter Agreement is an accrued royalty—a personal property right.  

2. Even if the Letter Agreement is an unaccrued royalty, the parties 
did not intend for the Letter Agreement to convey a real property 
interest, so Nomad has no real property interest. 

An unaccrued royalty can only “be an interest in real property when the parties so 

intend.” See Paloma Inv., 978 P.2d at 115. Here, the Letter Agreement’s plain language 

reveals that the parties did not intend for it to convey a real property interest. 

First, as discussed, the Letter Agreement unambiguously creates only an interest in 

the right to payment from “production” of the minerals, not an interest in the minerals 

themselves. In Paloma Investment, the royalty interest was related to a conveyance of water 

rights, which are necessarily “interests in real property.” 978 P.2d at 115. Thus, the royalty 

on those rights was a real property interest. Id. In contrast, here, the Letter Agreement’s 

plain language only creates a right to payment from “production” of the minerals, not an 

interest in the land itself. Ex. A (emphasis added). 

Second, the Letter Agreement contains no express language that it runs with the land 

or, for that matter, is even binding on successors and assigns. The Letter Agreement is 

freely assignable, but only to the extent assignees “accept[] the terms and conditions of the 

Lease in writing.” Exhibit A. An interest cannot run with the land where enforcement of 

that interest depends on approval by the non-enforcing party. Choisser v. Eyman, 529 P.2d 

741, 744 (Ariz. Ct. App. 1974). For example, in Choisser, the court determined that an 

interest in refund payments related to water rights did not run with the land where the right 

“had to be approved” before it could be transferred. Id. The requirement to get approval 

“negate[d] any intention that the refund rights would run with the land.” Id. Here too, that 

an assignee of the Letter Agreement must “accept[] terms and conditions of the Lease in 

writing” shows that the parties did not intend for any payments to run with the land as a 

real property interest. 

Case 2:24-bk-06359-EPB    Doc 53    Filed 10/14/24    Entered 10/14/24 16:14:51    Desc
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Third, and related, the Letter Agreement has a defined term of 20 years that only 

extends so long as “Patriot Gold holds all or portions of the ‘Property.’” Ex. A. This type 

of “personal right . . . cannot, by definition, be a covenant running with the land.” Choisser, 

529 P.2d at 743. Indeed, that the Letter Agreement is, at most, only enforceable against 

(1) Patriot Gold or (2) its assignees that accept the terms and conditions of the Letter 

Agreement (as discussed) indisputably reveals that the Letter Agreement did not create any 

interest that runs with the land or that is otherwise a real property interest. 

Fourth, the Letter Agreement contains no other hallmarks of an interest in minerals. 

There is no obligation for GVC to pay the annual maintenance fees for the unpatented 

claims that comprise the Property to report to anyone in any form or fashion or to notice 

anyone of any material events, including a sale, relating to the Property. There are no 

covenants of production, no indemnity provisions of any type or kind (at a minimum a 

mineral interest owner would seek an environmental indemnity), and no security 

provisions. All of these facts—evident by a plain reading of the Letter Agreement—

confirm no interest in land was conveyed or intended to be.  

The Letter Agreement creates no real property interest. Nomad has no real property 

interest in the Property. 

IV. CONCLUSION 

Therefore, pursuant to 11 U.S.C. §§ 105(a), 1521, and 1501(a)(3) the Court should 

enter an order determining that the nature of Nomad’s Royalty Interest is not an interest in 

real property.  

DATED this 14th day of October, 2024 

FENNEMORE CRAIG, P.C.

By:  /s/ Stacy Porche
Anthony W. Austin 
Tyler D. Carlton 
Stacy Porche 
Attorneys for Debtor 
Golden Vertex Corp.

The foregoing was electronically filed this 14th day 
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of October, 2024 via the Court’s CM/ECF filing system 
for filing and transmittal of a Notice of Electronic Filing, 
receipt of which constitutes service under L.R. Bankr. P.  
9076-1(a), to the CM/ECF registrants. 

Robert M. Charles, Jr. 
Lewis Roca Rothgerber Christie LLP 
rcharles@lewisroca.com

William L. Roberts 
Lawson Lundell LLP 
wroberts@lawsonlundell.com

Larry L. Watson 
Office of the U.S. Trustee 
Larry.watson@usdoj.gov

Bradley Cosman 
Amir Gamliel 
Perkins Coie LLP 
bcosman@perkinscoie.com
agamliel@perkinscoie.com
Attorneys for Creditor Maverix Metals, Inc. 

Jimmie W. Pursell, Jr. 
Anthony F. Pusateri 
Jimmie.pursell@quarles.com
Anthony.pusateri@quarles.com
Attorneys for Patriot Gold Corp. 

Jeffrey C. Whitley 
Whitley Legal Group, P.C. 
jeff@whitleylegalgroup.com
Attorneys for Hartmut W. Baitis, 
Robert B. Hawkins and Larry L. Lackey

Paul A. Loucks 
DeConcini McDonald Yetwin & Lacy, P.C. 
ploucks@dmyl.com
Attorneys for Patriot Gold Corporation

Patrick A. Clisham 
Michael P. Rolland 
Engelman Berger, P.C. 
drm@eblawyers.com
mpr@eplawyers.com
Attorneys for Mohave Electric Cooperative 

/s/ Gidget Kelsey 
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Fennemore Craig, P.C.
Anthony W. Austin (No. 025351) 
Tyler D. Carlton (No. 035275) 
Stacy Porche (No. 037193) 
2394 E. Camelback Road, Suite 600 
Phoenix, Arizona  85016 
Telephone:  (602) 916-5000 
Email:  aaustin@fennemorelaw.com 
Email:  tcarlton@fennemorelaw.com 
Email:  sporche@fennemorelaw.com 

Attorneys for Debtor Golden Vertex Corp. 

IN THE UNITED STATES BANKRUPTCY COURT 

FOR THE DISTRICT OF ARIZONA 

In re:

ELEVATION GOLD MINING 
CORPORATION, 

Debtor in a Foreign Proceeding. 

Chapter:  15

Jointly Administered 

Case No. 2:24-bk-06359-EPB 

In re: 

Golden Vertex Corp., 

Debtor in a Foreign Proceeding. 

Case No. 2:24-bk-06364-DPC 

In re: 

Golden Vertex (Idaho) Corp., 

Debtor in a Foreign Proceeding. 

Case No. 2:24-bk-06367-BKM 

In re: 

Eclipse Gold Mining Corporation, 

Debtor in a Foreign Proceeding. 

Case No. 2:24-bk-06368-MCW 

In re: 

Alcmene Mining Inc., 

Debtor in a Foreign Proceeding. 

Case No. 2:24-bk-06370-EPB 

In re: 

Hercules Gold USA LLC, 

Debtor in a Foreign Proceeding. 

Case No. 2:24-bk-06371-DPC 
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MOTION TO DETERMINE THE NATURE OF 
PATRIOT GOLD CORP’S ROYALTY INTEREST 

Elevation Gold Mining Corporation (“Elevation”) and its direct and indirect 

subsidiaries, which include Eclipse Gold Mining Corporation (“Eclipse”), and Golden 

Vertex Corp. (“GVC”) (collectively, the “Group”), hereby submit this Motion to 

Determine the Nature of Creditor Patriot Gold Corp’s Royalty Interest. The Group hereby 

respectfully requests entry of an order pursuant to 11 U.S.C. §§ 105(a), 1521, and 

1501(a)(3) determining that the nature of the royalty interest held by Creditor Patriot Gold 

Corp. (“Creditor Patriot” or “Patriot”) is a personal property interest between GVC and 

Patriot and not an interest in any real property, which real property is owned by GVC. 

This Motion is supported by the following Memorandum of Points and Authorities, 

the papers and pleadings on file herein, and any other record on file with the clerk of the 

above captioned court concerning this matter, as well as the main proceeding in the 

Supreme Court of British Columbia. 

MEMORANDUM OF POINTS AND AUTHORITIES 

I. JURISDICTION AND VENUE 

This Court has jurisdiction over this matter pursuant to 28 U.S.C. §§ 157, 1334 and 

General Order 01-15 of the United States District Court for this District. This is a core 

proceeding pursuant to 28 U.S.C. § 157(b)(2)(A). Venue is proper in this District pursuant 

to 28 U.S.C. § 1410. 

II. BACKGROUND 

A. Relevant Facts 

The Group obtained protection from their creditors in proceedings (the “Canadian 

Proceeding”) commenced under Canada’s Companies’ Creditors Arrangement Act, R.S.C. 

1985, c. C-36 (as amended, the “CCAA”), pending before the Supreme Court of British 

Columbia (the “Canadian Court”) as Action No. S245121. Subsequently, this instant 

Chapter 15 case was commenced ancillary to the Canadian Proceeding. Additionally, this 

Court entered the order setting forth that (i) the Canadian Proceeding is recognized as a 
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“foreign main proceeding” under 11 U.S.C. § 1517; and (ii) giving full force and effect in 

the United States to the Initial Order of the Canadian Court made by Justice Fitzpatrick 

dated August 1, 2024 and Amended and Restated Initial Order dated August 12, 2024 

[DE 49]. 

 GVC owns the Moss Mine in Mohave County, Arizona (the “Moss Mine”), which 

is comprised of certain patented (fee owned) and unpatented mining claims and state land 

mineral exploration permits. Portions of the Moss Mine are burdened with certain  payment 

obligations pursuant to agreements with various parties including: (1) the Patriot Royalty 

Agreement; (2) the Nomad Royalty Agreement; (3) the Greenwood Royalty; and (4) a 

Finder’s Fee arrangement. This Motion pertains to the Patriot Royalty Agreement; the 

remaining agreements will be dealt with in separate motions, to be filed. 

A hearing has been set before Justice Fitzpatrick in the Canadian Court for 

consideration of a motion to approve a sale of the Group’s assets, including the assets 

comprising the Moss Mine, which is scheduled to be heard on November 22, 2024 at 

2:00pm. This Application has been set prospectively. The hearing will be confirmed 

subject to the receipt and selection of an offer for the sale of or investment in the Group’s 

assets or business pursuant to the Sale and Investment Solicitation Process authorized by 

the Canadian Court on August 12, 2024. 

Contemporaneously with this Motion, the Group has submitted a motion to expedite 

setting a briefing and hearing schedule to determine the nature of the interests pursuant to 

the agreements related to the Moss Mine. In that motion, GVC requests that this Court set 

a briefing and hearing schedule subject to this Motion as soon as practicable before 

November 22, 2024. 

B. Patriot’s Royalty Interest 

Patriot is a Nevada corporation (not registered to conduct business in Arizona) 

whose shares are listed under the symbol PGOL on the Canadian Securities Exchange and 

the Over-The-Counter market. It owns a Canadian subsidiary, Patriot Gold Canada Corp., 

which is incorporated under the laws of British Columbia. Patriot conveyed certain 
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patented and unpatented mining claims to GVC by special warranty deed (“Patriot 

Warranty Deed”) on May 26, 2016, as documented of record in the Official Records of 

Mohave County as Fee# 2016-023498, and attached hereto as Exhibit A.  

GVC’s mineral production from certain patented and unpatented mining claims is 

subject to a payment due to Patriot, equal to 3.0% Net Smelter Return (“NSR”) “from the 

production of minerals” pursuant to an agreement with GVC dated May 27, 2016 (the 

“Patriot Royalty Agreement”), recorded in the Official Records of Mohave County as 

Instrument No. 2016-023500, attached as Exhibit B. GVC has not paid pursuant to the 

Patriot Gold Agreement for some time and, on April 9, 2024, Patriot filed a complaint 

alleging, among other things, breach of covenants in the agreement, breach of contract, 

breach of the implied covenant of good faith and fair dealing, and requesting the 

appointment of a receiver. In that 2024 complaint, Patriot, for the first time took the 

position that its production royalty interest  was a real property interest that runs with the 

land. As of March 31, 2024, amounts owed to Patriot totaled approximately $1.5 million.  

III. LAW AND ARGUMENT 

A. This Court has authority to adjudicate the nature of Patriot Gold’s 
royalty interest. 

The Bankruptcy Code has set forth that “the purpose of this chapter is to incorporate 

the Model Law on Cross-Border Insolvency so as to provide effective mechanisms for 

dealing with cases of cross-border insolvency with the objectives of [ . . .] fair and efficient 

administration of cross-border insolvencies that protects the interests of all creditors, and 

other interested entities, including the debtor.” 11 U.S.C.A. § 1501(a)(3). Pursuant to 11 

U.S.C. § 105(a), “the court may issue any order, process, or judgment that is necessary or 

appropriate to carry out the provisions of [the Bankruptcy Code].” 11 U.S.C. § 105(a). 

Section 105(a) has been interpreted as granting bankruptcy courts “broad authority” and 

discretion to enforce the provisions of the Bankruptcy Code. Marrama v. Citizens Bank of 

Mass., 549 U.S. 365, 375 (2007). Additionally, “upon recognition of a foreign proceeding, 

whether main or nonmain, where necessary to effectuate the purpose of this chapter and to 
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protect the assets of the debtor or the interests of the creditors, the court may, at the request 

of the foreign representative, grant any appropriate relief.” 11 U.S.C. § 1521. 

B. Patriot’s Royalty Agreement does not create a real property interest. 

The right to an accrued royalty (i.e., a share of the proceeds from the sale of the 

minerals produced) is a personal property interest, and the right to unaccrued royalties 

(minerals in the ground) can only “be an interest in real property when the parties so 

intend.” See Paloma Inv. Ltd. P’ship v. Jenkins, 978 P.2d 110, 115 (Ariz. Ct. App. 1998); 

see also Cheapside Minerals, Ltd. v. Devon Energy Prod. Co., L.P., 94 F.4th 492, 498 (5th 

Cir. 2024) (“[A]ccrued royalty interests are personal property, . . . as is the right to payment 

for severed minerals.” (citation omitted)). Here, Patriot does not hold any royalty interest 

that constitutes real property under Arizona law. 

“Where the intent of the parties is expressed in clear and unambiguous language, 

there is no need or room for construction or interpretation and a court may not resort 

thereto.” Grosvenor Holdings, L.C. v. Figueroa, 218 P.3d 1045, 1050 (Ariz. Ct. App. 2009) 

(citation omitted); N. Ariz. Gas Serv., Inc. v. Petrolane Transp., Inc., 702 P.2d 696, 701 

(Ariz. Ct. App. 1984) (applying contract law to dispute related to royalty). Indeed, “[a] 

general principle of contract law is that when parties bind themselves by a lawful contract, 

the terms of which are clear and unambiguous, a court must give effect to the contract as 

written.” Grosvenor, 218 P.3d at 1050 (citation omitted).

By way of background, Patriot conveyed certain patented and unpatented mining 

claims to GVC through the Patriot Warranty Deed on May 26, 2016. Ex. A. Specifically, 

Patriot conveyed “all right, title and interest in those certain patented and unpatented lode 

mining claims situated in the Oatman Mining District, Mohave County, Arizona” 

(collectively, the “Oatman Claims”). Ex. A (emphasis added). 

Contemporaneous with GVC’s acquisition of the Oatman Claims and by separate 

granting instrument, GVC, as the owner of the Oatman Claims, conveyed a “Royalty” to 

Patriot equal to three percent (3%) NSR from the Oatman Claims and other certain 

optioned unpatented claims, and one state land mineral exploration permit (collectively for 
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purposes herein, the “Property”) including a one (1) mile area of interest buffer extending 

from the exterior boundary of the referenced claims. Ex. B. The “Royalty” as defined in 

the Agreement is a “nonexecutive, nonparticipating and nonworking mineral production 

royalty based on NSR from the production of minerals from the Property.” Ex. B § 2.2. An 

interest in a royalty based on production is not an interest in the minerals in place. They 

are separate and distinct interests.  

The Patriot Royalty Agreement creates no real property interest in the minerals 

comprising the Oatman Claims. Instead, pursuant to the Patriot Royalty Agreement, GVC 

granted only a monetary interest to Patriot “from the production of minerals from the 

Property,” i.e., severed minerals. Ex. B § 2.1 (emphasis added). That right is an accrued 

royalty that only provides a personal property interest: the right to royalty payments from 

the proceeds received from the sale of the severed minerals from the Moss Mine. But even 

if Patriot Gold holds an accrued royalty, there was no intent to convey a real property 

interest under the Patriot Royalty Agreement. Patriot Gold holds no real property interest 

in the Property. 

1. The Patriot Royalty Agreement is an accrued royalty that only 
creates a personal property interest in payment “from the 
production of minerals.” 

Here, GVC unambiguously conveyed an accrued royalty to Patriot in the 

“production of minerals.” Ex. B § 2.1. A right to payment that “arises only after severance 

of the product from the realty” is an accrued royalty. Hardy v. Greathouse, 94 N.E.2d 134, 

138 (Ill. 1950). Indeed, “once minerals have been severed from the reservoir or strata 

wherein they were originally contained, such minerals, including royalties thereon, become 

personalty.” Sabine Prod. Co. v. Frost Nat’l Bank of San Antonio, 596 S.W.2d 271, 276 

(Tex. Civ. App. 1980); accord Finstrom v. First State Bank of Buxton, 525 N.W.2d 675, 

677 (N.D. 1994) (“Upon severance of the gravel, the royalty interest accrues and becomes 

a personal property interest.”). The language in § 2.1 of the Patriot Royalty Agreement is 

clear that the right to payment arises from “production,” which necessarily occurs after 

severance of the minerals from the claims in the Moss Mine. Given this plain language, 
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“there is no need or room for construction or interpretation and a court may not resort 

thereto.” Grosvenor, 218 P.3d at 1050 (citation omitted). Patriot’s interest is only a 

personal property right.  

2. Even if Patriot holds an unaccrued royalty, the parties did not 
intend for the Patriot Royalty Agreement to convey a real 
property interest. 

An unaccrued royalty can only “be an interest in real property when the parties so 

intend.” See Paloma Inv., 978 P.2d at 115. Here, the plain language of the Patriot Warranty 

Deed (conveying all Patriot’s right, title and interest with no reservation of right in said 

minerals), the terms and conditions of the Patriot Royalty Agreement, and Patriot’s own 

conduct reveal that the parties did not intend for the Patriot Royalty Agreement to convey 

a real property interest. 

First, as discussed, the plain language of the Patriot Royalty Agreement creates only 

an interest in the right to payment from “production” of minerals, not an interest in the 

minerals themselves. In Paloma Investment, the royalty interest was related to a 

conveyance of water rights, which are necessarily “interests in real property.” 978 P.2d at 

115. Thus, the royalty on those rights was a real property interest. Id. In contrast, here, the 

Patriot Royalty Agreement’s plain language only creates a right to payment after 

“production of minerals,” and nothing in the Patriot Royalty Agreement supports that GVC 

conveyed any mineral rights to Patriot. Ex. B § 2.1 (emphasis added).

Second, and related, it was Patriot that contemporaneously executed the Patriot 

Warranty Deed that “grant[ed] and convey[ed] to Golden Vertex Corp . . . all right, title, 

and interest in those certain patented and unpatented lode mining claims” on the same day 

that GVC executed the Patriot Royalty Agreement. Ex. A (emphasis added).

“[S]ubstantially contemporaneous instruments will be read together to determine the nature 

of the transaction between the parties.” Realty Assocs. of Sedona v. Valley Nat’l Bank of 

Ariz., 738 P.2d 1121, 1125 (Ariz. Ct. App. 1986).  

Here, reading the Patriot Warranty Deed together with the Patriot Royalty 

Agreement shows that the parties did not intend to convey to Patriot any real property 
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interest. To start, the Patriot Warranty Deed did not include a reserved interest in minerals 

of any kind. Instead, the royalty interest is part of the separate Patriot Royalty Agreement. 

It would make little sense for Patriot to unambiguously convey “all right, title and interest” 

of the Oatman Claims to Golden Vertex but then simultaneously retain a real property 

interest in minerals in the Oatman Claims through the contemporaneously executed Patriot 

Royalty Agreement. Ex. B. Indeed, “[t]he word ‘all’ means exactly what it imports.” Flood 

Control Dist. of Maricopa Cnty. v. Gaines, 43 P.3d 196, 200 (Ariz. Ct. App. 2002). “A 

more comprehensive word cannot be found in the English language.” Id. “Standing by 

itself the word means all and nothing less than all.” Id. Patriot’s conveyance of “all right, 

title, and interest” in the Oatman Claims to GVC without reservation left Patriot with no 

real property interest of any type or kind. 

Consequently, properly construing the plain language of the Patriot Warranty 

Deed’s conveyance of “all right, title and interest” in the Oatman Claims to GVC together 

with the Patriot Royalty Agreement leaves only one reasonable interpretation: that Patriot 

received a personal property interest in the proceeds generated “from production of the 

minerals,” just like the Patriot Royalty Agreement says, not any real property interest in 

the minerals comprising the Oatman Claims. See, e.g., Realty Assocs., 738 P.2d at 1125 

(rejecting that contract was ambiguous when read in light of contemporaneous contract). 

In contrast, reading the Patriot Royalty Agreement as conveying a real property interest to 

Patriot in the Oatman Claims is directly contrary to the Patriot Warranty Deed’s grant of 

“all” of Patriot’s interest in the same Oatman Claims. The “only reasonable interpretation” 

that correctly harmonizes both instruments is that the Patriot Royalty Agreement does not 

grant any real property interest to Patriot. Id. 

Third, the Patriot Royalty Agreement contains no other hallmarks of an interest in 

minerals. There is no obligation for GVC to maintain the Property or to report to Patriot in 

any form or fashion or to notify Patriot of any material events relating to the Property. 

There are no covenants of production, no indemnity provisions of any type or kind (at a 

minimum a mineral interest owner would seek an environmental indemnity), and no 
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security provisions. In fact, pursuant to § 2.7 of the Patriot Royalty Agreement, after 25 

years from the effective date, GVC is free to abandon the unpatented claims comprising 

the Property with no notice whatsoever. All of these facts—evident by a plain reading of 

the Patriot Royalty Agreement—confirm no interest in land was conveyed or intended to 

be.   

Fourth, Patriot’s own treatment of the royalties paid to it by GVC from the Moss 

Mine in filings with the Security & Exchange Commission (“SEC”) show that the parties 

did not intend for the Patriot Royalty Agreement to convey a real property interest. Until 

March 29, 2024, Patriot had never identified its royalty interest in the Moss Mine claims 

as a “property holding” in any of its Form 10-K filings with the SEC. See 2017 through 

2024 SEC 10k filings (Part 1) attached hereto as Exhibit C. This recharacterization of its 

property interest in the Moss Mine came just one day after Patriot transmitted a demand 

letter to GVC via counsel. See Letter from Jimmie W. Pursell Jr. (dated March 28, 2024), 

attached as Exhibit D. About one week later, Patriot filed a complaint against GVC in 

Arizona Superior Court, where it alleged that the Patriot Royalty Agreement conveyed “a 

real property interest”—despite its failure to include this purported real property interest as 

a “property holding” in the 10-K filings for at least five years prior. Patriot’s failure to 

report its interest in the Moss Mine claims under the Patriot Royalty Agreement as a 

property holding in signed filings with the SEC is evidence of exactly what Patriot owned 

and reveals that the parties never intended to treat the Patriot Royalty Agreement as a real 

property interest. 

Patriot will undoubtedly assert that the Patriot Royalty Agreement creates a real 

property interest because it states that “[t]he obligation to pay the Royalty (and Payor’s 

other obligations set forth in [the Patriot Royalty Agreement]) shall be a covenant running 

with the Property and shall be binding on the Payor and its successor and assigns.” Ex. B 

§ 2.6 (emphasis added). To start, a royalty is not a covenant because it does not “burden[] 

the landowner.” Paloma Inv., 978 P.2d at 115. For example, in Paloma Investment, the 

court concluded that an agreement to share in the proceeds from the sale of water did not 
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create a covenant because that agreement did not require the landowner to take any actions, 

such as “to pump water or to sell water.” Id. Likewise here, the Patriot Royalty Agreement 

is not a covenant because it does not create any obligation for GVC to do anything relating 

to the land itself. It just requires GVC to make payments based on “Net Smelter Returns 

from the production of minerals.” Ex. B § 2.1. There is no covenant that runs with the land 

under the Patriot Royalty Agreement because there is no obligation that burdens [GVC as] 

the landowner.” Paloma Inv., 978 P.2d at 115. Section 2.6 of the Patriot Royalty 

Agreement does not transform Patriot’s interest into a real property holding. 

Indeed, “the answer is not to be found in the name which the parties gave to the 

instruments, and not alone in any particular provision they contain, disconnected from all 

others; but in the ruling intention of the parties gathered from the language they used and 

the circumstances surrounding its use.” Kadera v. Superior Court, 931 P.2d 1067, 1074 

(Ariz. Ct. App. 1996) (citation omitted). The parties repetitively and consistently referred 

to Patriot’s interest under the Patriot Royalty Agreement as a right to payment “from the 

production of minerals” from the Moss Mine claims as measured by the sale of the 

extracted minerals—a personal property interest. Ex. B. Patriot never treated its interests 

in the Moss Mine claims as real property holdings in SEC filings until it decided to 

recharacterize its interest under the Patriot Royalty Agreement for purposes of litigation. 

Patriot cannot undo the language it chose or its conduct after execution by isolating a single 

section of the Patriot Royalty Agreement to try and prop up its litigation strategy. 

The Patriot Royalty Agreement creates no real property interest and therefore, 

Patriot has no real property interest.

IV. CONCLUSION 

Therefore, pursuant to 11 U.S.C. §§ 105(a), 1521, the Court should enter an order 

determining that the nature of Patriot’s Royalty Interest is not an interest in real property.  

Case 2:24-bk-06359-EPB    Doc 52    Filed 10/14/24    Entered 10/14/24 16:11:32    Desc
Main Document      Page 10 of 12

40



- 11 - 
50316135  

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28 
FENNEMORE CRAIG, P.C.

ATTORNEYS AT LAW

PHOENIX

DATED this 14th day of October, 2024

FENNEMORE CRAIG, P.C.

By:  /s/ Stacy Porche
Anthony W. Austin 
Tyler D. Carlton 
Stacy Porche 
Attorneys for Debtor Golden Vertex 
Corp.

The foregoing was electronically filed this 14th day 
of October, 2024 via the Court’s CM/ECF filing system 
for filing and transmittal of a Notice of Electronic Filing, 
receipt of which constitutes service under L.R. Bankr. P.  
9076-1(a), to the CM/ECF registrants. 

Robert M. Charles, Jr. 
Lewis Roca Rothgerber Christie LLP 
rcharles@lewisroca.com

William L. Roberts 
Lawson Lundell LLP 
wroberts@lawsonlundell.com

Larry L. Watson 
Office of the U.S. Trustee 
Larry.watson@usdoj.gov

Bradley Cosman 
Amir Gamliel 
Perkins Coie LLP 
bcosman@perkinscoie.com
agamliel@perkinscoie.com
Attorneys for Creditor Maverix Metals, Inc. 

Jimmie W. Pursell, Jr. 
Anthony F. Pusateri 
Jimmie.pursell@quarles.com
Anthony.pusateri@quarles.com
Attorneys for Patriot Gold Corp. 

Jeffrey C. Whitley 
Whitley Legal Group, P.C. 
jeff@whitleylegalgroup.com
Attorneys for Hartmut W. Baitis, 
Robert B. Hawkins and Larry L. Lackey

Paul A. Loucks 
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DeConcini McDonald Yetwin & Lacy, P.C. 
ploucks@dmyl.com
Attorneys for Patriot Gold Corporation

Patrick A. Clisham 
Michael P. Rolland 
Engelman Berger, P.C. 
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The issuer's revenues for its most recent fiscal year were $Nil

The aggregate market value of the voting and non-voting courmon equity held by non-affiliates computed by reference to the average

bid and asked price of such ooÍlmon equity as of November 30,2A16 was approximate|y 53,221,823.

The number of shares of the issuer's common stock issued and outstanding as ofAugust 31,2017 was 55,877,604 sha¡es.
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Glossarv of Mining Terms

Adit(s). Historic worlcing driven horizontally, ornearþ so into a hillsidels explore for and exploit ore.

Air tr¡ck holes. fhill hole constructed with a small portable drill rig using an air-driven harnmer.

Core holes. A hole in the ground that is left after the process where a hollow drill bit with diamond chip teeth is used to drill into the

ground. The center of the hollow drill fills with the core of the rock that is being drilled into, and when the d¡ill is extracted a hole is

left in the gound.

Geochemical sampllng. Sample of soil, rock, silt, water or vegetation analyzed to detect the presence of valuable meüals or other
metals which may accompany them. For example, arsenic may indicate the presence of gold.

Geologic mapping. Producing a plan and sectional map of the rock types, stuchue and alteration of a properfy.

Geophyslcal survey. Electrical, magnetic, gøvity and other means used to detect features, which may be associated with mineral
deposits.

Ground magnetlc survey. Recording variations in the earth's magnetic field and plotting srime.

Ground radiometrlc sürvey. A survey of radioactive minerals on the land surface.

Leachlng. Leaching is a cost effective process where ore is subjected to a chemical liquid that dissolves the mineral component from
ore, and then the liquid is collected and the metals exhacted from it.

Level(s). Main underground passage driven along a level cource to afford access to stopes or workings and provide ventilation and a
haulage way for removal of ore.

Magnetic lows. An occurence that may be indicative of a destruction of magnetic minerals by later hydrothermal (hot wated fluids
that have come up along faults. These hydrothermal fluids may in tum h¿ve carried and deposited precious metals such as gold and/or
silver.

P¡tented or Unpatented Mining Ct¡ims. In this Annual Report, there are references to 'þatented" mining claims and 'funpaûented"

mining claims. A patented mining claim is one for which the United States government has passed its title to the claimant, giving that
person title to the land as well as the minerals and other resources above and below the surface. The patented claim is then teated like
any otherprivate land and is subject to local property tæres. An unpatented mining claim on United States government lands establishes

a claim to the locatable minerals (also referred to as stakeable minerals) on the land and the right of possession solely for mining
puryoses. No title to the land passes to the claimant. If a proven economic mineral deposit is developed, provisions of federal mining
laws perrnit owners of unpaûented mining claims to patent (to obtain title to) the claim. If one purchases an unpatented mining claim
that is later declared invalid by the United States governmetrt, one could be evicted.

Plug. A vertical pipe-like body of magma representing a volcanic vent simila¡ to a dome.

Quartz Stockworls. Amulti-directional system of quarE veinlets.

RC holes. Short form for Reverse Circulation Drill holes. These are holes are left after the process of Reverse Circulation Drilling.

Reserve. That part of a mineral deposit which could be economically and legally extracted or produced at the time of the reserve

determination. Reserves a¡e cusûomarily stated in terms of uoreu when dealing with metalliferous minerals; when other materials such

as coal, oil, shale, tar, sands, limestone, etc. are involved an appropriate term such as "recoverable coal" may be substituted.

3
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Resource. An estimate of the total tons and grade of a mineral deposit defined by surface sampling, drilling and occasionally
underground sampling of historic diggings when available.

Reverse circul¡tlon d¡llllng. A less expensive form sfd¡illing than coring that does not allow for the recovery ofa tube or core of
rock. The material is brought up from depth as a ssries of small chips of rock that a¡e then bagged and sent in for analysis. This is a
quicker and cheaper method of drilling, but does not give as much inforrnation about the undedying rocks.

Rhyolite plug dome. A domal feature formed by the extrusion of viscous quartz-rich volcanic rocks.

Scintillometer suryey. A survey of radioactive miner¿ls using a scintillometer, a hand-hel{ highly accurate measuring device.

Scoping Study. A detailed study of the various possible methods to mine a deposit.

Slllcic dome. A convex landform created by extruding quartz-rich volcanic rocls.

Stope(s). An excavation from which ore has been removed from sub-vertical openings above or below levels.

Terttary. That portion of geologic time that includes abundant volcanism in the western U.S.

lfs¡shing. A cost effective way of examining tle structure and nature of mineral ores beneath gravel cover. It involves digeing long
usually shallow fienches in carefully selected areas to expose unweathered rock and allow sampling.

Volcanic center. Origin of major volcanic activity

Volcanocl¡stlc. Coarse, unsorted sedimentary rock formed from erosion of volcanic debris.

4
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F orward-Lookin g Statements

This Annual Report on Form lO-K contains fonrard-looking information. Forwa¡dlooking information includes statements relating to
future actions, proq)ective ploducts, fuhne perfonnance or results of current or anticipated products, sales and marketing efforts, costs
and expenses, interest rates, outcome of contingencies, financial condition, results of operations, liquidity, business strategies, cost
savings, objectives of management of Patiot Gold Corp. (hereinafter referred ûo as the "Compan¡" "Patriot Gold" or'lve") and other
matters. Forwardlooking information may be included in this Annual Report on Fomr l0-K or may be incorporated by reference from
other documents filed with the Securities and Exchange Commission (the *SEC') by the Company. One can find many of these

statements by looking for words including, fs¡ g¡amFl€, "believes," "expects," "anticipates," "estimates" or similar expressions in this
Annual Report on Form l0-K or in documents incorporated by reference in this Annual Report on Form 10-K. The Company
undertakes no obligation to publicly update or revise any forward-looking statements, whether as a result of new information or future
events.

The Company has based the forwa¡d-looking statements relating to the Company's operations on managemelrt's current expectations,
estimates and projections about the Company and the industry in which it operates. These statements are not guara¡rtees of future
perforrnance and involve risks, unceriainties and assumptions that we cannot predict. In particular, we have based many of tlese
forwardJooking ståtements on assumptions about future events that may prove to be inaccurate. Accordingly the Company's actual
results may differ materially from those conüemplated by these forward-looking statements. Any differences could result from a variety
of factors, including, but not limited to general economic and business conditions, competition" a¡d other factors.

5
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PARTI

Item 1. Descrlptlon of Business

We are engaged in natural resowce exploration and acquiring, exploring, and developing natural resource properties. Cunentþ we ar€

undertaking exploration and development programs in Nevada.

DevelopqÉ!¡:l3uslles!

We were incorporaûed in the State of Nevada on November 30, 1998. In June, 2003, the Company filedAmended and Restated Articles
of Incorporation with the Secretary of State of the State of Nevada changing its name to Patriot Gold Corp. and moving the Company
into its current business of nafiral resource exploration and mining. On June 17,2003, the Company adopted a new trading synbol -
PGOL- to reflect the narne change. The Company has been in the resource exploration and mining business since June, 2003.

On April 16,201A, we caused the incorporation of ow wholly owned subsidiary, Provex Resources Inc. ('?rovex') under the laws of
Nevada.

On April 16, 2010, the Company entered into an Assignment Agreement wilh Provex to assign the exclusive option ûo an undivided
right, title and interest in the Bruner and Vemal properties and the Bruner Expansion properly to Provex. Pursuant to the Assignmetrt
Agreements, Provex assumed the rights, and agreed to perform all of the duties and obligations, of the Company arising under the
Bruner a¡d Vemal Property Option Agreement and the Bruner Property Expansion Option Agreement. Provex's only assets are the
aforementioned agreements and it does not have any liabilities.

On May 28,2010, Provex entered into an exclusive right and option agreement with Canamex Resources Corp. ("Canamex') whereby
Canarnex could earn lp to 75o/o in the Bruner and the Bruner Property Expansion. Canamex agreed to spend an aggregate total of US

$6 million on exploration and related expenditures over the ensuing ssven years whereupon Provex agreed to grant the right and option
ûo eam a vested seventy percent (70%) and an additional five percent (5%) upon delivery of a bankable feasibility study.

On February 28,2011, the Company entered into an Exploration and Option to Enter Joint Venture Agreement with Idaho State Gold
Company, LLC, ("ISGC") whereby the Company granted the option and right to eam a vested seventy percent (70%) interest in the
property and the right and option to form a joint venture for the management and ownership of the property called the Moss Mine
Property, Mohave County, Arizona (the "Moss Property" or "Moss Mine Property"). Upon execution of the agreement ISGC paid the

Company $500,000 USD and agreed to spend an aggregate total of $8,000,000 USD on exploration and related expenditwes over the

ensuing five years. Subsequent to exercise of the earn-in, ISGC and the Company agreed to form a 70/30 joint venture.

In March, 201 1, ISGC ftansferred its rights to the Exploration and Option to Enter Joint Venture Agreelnent dated February 28,2011, to
Northern Vertex Capital Inc. (Northem Vertex').

On May 12, 2016, the Company entered into a material definitive Agreement for Purchase and Sale 6f |vlining Claims and Escrow
Insûrrctions (the "Purchase and Sale Agreement'') with Golden Vertex Corp., an A¡izona corporation ("Golden Vertex,' a wholly-
owned Subsidiary of Northern Vertex) whereby Golden Vertex agreed üo purchase the Company's remaining 30% working interest in
the Moss Gold/Silver Mine for C$1,500,000 (the "Purchase Price") plus the retention by Paniot of a 3%ó net smelter rehrms royaþ
Specifically, the Company conveyed all of its right, title and interest in those certain patented and ilnpatented lode mining claims
situated in the Oatman Mining Disbict, Mohave County, Arizona (the 'Claims') together with all exfralateral and other associated

rights, water rights, tenements, hereditarnents and appurtenances belonging or appertaining thereto, and all rights-of-way, easements,

rights of access and ingress to and egress from the Claims appurtenant thereto and in which Seller had any interest (collectively, the

"Properly''). The Purchase Price consisted of C$1,200,000 in cash payable at closing and the remaining C$300,000 was paid by the
issuance of Northern Vertex common sharcs to the Company valued at $0.35 (857,140 shares), issued pursuant üo the terms and

provisions of an investment agreement (the "Invesbnent Agreemenf) enûered between the Company and Northem Vertex
contemporaneous to the Purchase and Sale Agreement. The Investment Agreement prohibits the resale of the shares during the four
month period following the date of issuance and thereafter, the Company will not sell the shares in an amount exceeding 100,000

shares per month.

6
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On April 25 , 2017 , Provex and Canarnex Resources Corp . enùered into a purchase and sale agreement whereby Canamex Resources
purchased Patiot Gold's 3O-per+ent working interest in the Bruner gold/silver mine project for US$L0 million cash, and the retention
of a net smelter rehrm CNSR) royalty on the Bruner property including any claims acquired within a two-mile a¡ea of interest around
tle existing claims. Additionally, Canamex has the option to buy-down half of the NSR royaþ retained by Patriot for US$5 million
any time during a five-year period following closing of the purchase and sale agreement. The Company recognized a gain on sale of
mineral properties of $ 1,000,000 from the sale of the Bruner in its Consolidated Statement of Operations.

On May 23, 2017, the Company caused the incorporation of its wholly owned subsidiary, Pafriot Gold Canada Corp ('Patriot
Canada'), under the laws of British Columbia, Canada.

Business Operations

We are a natural resource exploration and mining company which acquires, explores, and develops natural resor¡rce properties. Ow
primary focus in the natural resource sector is gold.

The search for valuable natural resor¡rces as a business is extremely risþ. We can provide investors with no assr¡rance that the
properties we have either optioned or purchased contain commercially exploitable reserves. Exploration for mineral reserves is a
speculative vennre involving zubstantial risk. Few properties that a¡e explored are ultimately developed into producing commercially
feasiblc reseryes. Problems such as unusual or unexpected fomrations and other conditions are involved in mineral exploration and
often result in unzuccessful exploration efforts. In such a case, we would be unable to complete our business plan and any money spent
on exploration would be lost.

Natural resource exploration and development requires significant capital and our assets and resources a¡e limited. Therefore, we
anticipate participating in the natural resource industry through ¡[s 5elling or parhering of our properties, the purchase of small
interests in producing properties, the purchase of properties where feasibility studies already exist or by the optioning of natural
resource exploration and development projects. To date, we have two gold projects located in the southwest United States. In May
2016, we sold our interest in the Moss Mine project and in April 2017, we sold our inûerest in the Bruner project leaving our project
inventory to consist of the Vernal project and the Windy Peak project.

Financing

There was ($162,000) of fìnancing activities undertaken by the Company during the fiscal year ended May 31, 2017 through the
issuance of common stock and wa¡Tants, and checks written in excess of cash. Additionally, it had $885,000 cash generated from
investing activities due to the sale of mineral properties. Management estimates that the Company will not require additional frrnds for
úe Company's planned operations for the next twelve months.

Compgdtlsn

The mineral exploration industry, in general, is intensely competitive and eve'¡r if commercial quantities of ore are discovered, a ready
market may not exist for sale of sane. Numerous factors beyond ow contol may affect the ma¡ketability of any substances discovered.
These factors include market fluctuations, the proximity and capacity of natural resor¡rce markets and processing equipment,
govemment regulations, including regulations relating to prices, taxes, royalties, land tenure, land use, importing and exporting of
minerals and environme'¡rtal protection. The exact effect of these factors cannot be accrnately predicted, but the combination of these
factors may rezult in our not receiving an adequate return on invested capital.

Compliance with Govenrment Regulation and Regulatory-Ma,tters

Mining Control øttd Reclanation Regulatíons

The Surface Mining Contol and ReclamationAct of 1977 ("SMCRA') is administered by the Office of Surface Mining Reclamation
and Enforcement ('OSM") and establishes mining environmental protection and reclamation standa¡ds for all aspects of U.S. surface
mining, as well as many aspects of undergrorurd mining. Mine operators must obtain SMCRA permits and permit renew¿ls fs¡ mining
operations from the OSM. Although state regulatory agencies have adopted federal mining programs under SMCRA, the state becomes
the regulatory authority. States in which we expect to have active future mining operations have achieved primary control of
enforcement through federal authorization.
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SMCRA permit provisions include requirements for prospecting including mine plan development, topsoil removal, storage and

replacement, selective handling of overburden maûerials, mins pi¡ backfilling and grading, protection of the hydrologic balance,

subsidence confiol for underground mines, surface drainage control, mine frainage and mine discharge contol and teatment and re-

vegetation.

The U.S. mining permit application process is initiated by collecting baseline d¿ta to adequately characterize the pre-mining

environmental condition of the permit area. We will develop mine and reclamation plans by utilizing this geologic data and

incorporating elements of the environmental data. Our mine and recla¡nation plans incorporate the provisions of SMCRA, state

prograrrx¡ and compleme,lrtary envi¡onmental programs which impact mining. Also included in the permit application are documents

defining ownership and agreemorts pertaining to mineralso oil and gas, water rights, rights of way and surface land and docrunents

required of the OSM's Applicant Violator System, including the mining and compliance history of ofücers, directors and principal
stoclùolders of the applicant.

Once a permit application is prepared and submitted to the regulatory agency, it goes through a completeness and technical review.

Public notice of the proposed permit is given for a comment period before a permit can be issued. Some SMCRA mine permit
applications take over a year to prepare, depending on the size and complexity of the mine and often take six months to two years ûo be

issued. Regulatory authorities have considerable discretion in the timing of the permit issuance and the public has the right to comment

on, and otherwise engage in, the permitting process including public hearings and intervention by the courts.

Surføce Dísturbønce

All mining activities governed by the Bureau of Land Management ("BLM') require reasonable recla¡nation. The lowest level of
¡¡ining activity, "casual use," is desiped for the miner or weekend prospector who creates only negligible surface disturbance (for
example, activities that do not involve the use of earth-moving equipment or explosives may be considered casual use). These activities
would not require either a notice of intent to operate or a plan of operation. For frrrther information regarding surface management

terrns, please refer to 43 CFR Chapter II Subchapter C, Subpart 3809.

The second level ofactivity, where surface disturbance is 5 acres or less per year, requires a notice advising the BLM ofthe anticipated
work 15 days prior to commencement. This notice must be filed with the aprpropriate field office. No approval is needed although

bonding is required. State agencies must be notified ûo ensure all requirements are met.

For operations involving more than 5 acres total surface disturbance on lands subject to 43 CFR 3809, a detailed plan of operation must

bs filed with the appropriate BLM field ofüce. Bonding is required to ensure proper reclamation. An Environmental Assessment (EA)
is ùo be prepared for all plans of operation to determine if an Environmental Impact Statement is required. A National Environmental
Policy Act review is not required for casual use or notice level operations unless those operations involve occupancy as defined by 43

CFR 3715. Most occupancies at the casual use and notice level in Arizona are covered by a programmatic EA.

An activity permit is required when use of equipment is utilized for the purpose of land stipping, earthmoving, blasting (except

blasting associated with an individual source permit issued for mining), trenching or road consüuction.

Future legislation and regulations are expected ûo become increasingly reshictive and there may be more rigorous enforcemefit of
existing and future laws and regulations and we may experience zubstantial increases in equipment and operating costs and may

experience delays, intemrptions or termination of operations. Failure to comply wifh these laws and regulations may result in the

assessment of administrative, civil and criminal fines or penalties, the acceleration of cleanup and site rçstoration costs, the issuance of
injunctions to limit or cease operations and the suspension or revocation of permits and other enforcement measures that could have the

etrect of limiting production from our future operations.

I
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Trespassíng

The BLM will prevent abuse of public lands while recognizing valid rights and uses under 1¡s mining laws. The BLM will take
appropriate action to eliminate invalid uses, including unauthorized residential occupancy. The Interior Board of LandAppeals (BLA)
has found that a claim may be declared void by the BLM when it has been located and held for purposes other than the mining of
minerals. The issuance of a notice of trespass rnåy occur if an unpatented claim/site is:

(1) used for a home site, place of business, or for other purposes not reasonably related to mining or milling
activities;

used for the mining and sale of leasable minerals or mineral materials, such as sand, gravel and certain t¡pes of
building stone; or

(3) locaûed on lands that for any reason have been withdrawn from location after the effective date of the
withdrawal.

Trespass actions are taken by the BLM Field Office.

Envìronmentøl Løttts

We may become zubject to va¡ious federal and state environmental laws and regulations that will impose sipificant requirements on
our operations. The cost of complþg with current and future environmental laws and regulations and our liabilities arising from past

or future releases of, or exposure to, hazardous substances, may adversely affect our business, results of operations or financial
condition. In addition, environmental laws and regulations, particularþ relating to air emissions, can reduce our profitability. Numerous
federal and state governmental permits and approvals are required for mining operations. When we apply for these permits or
approvals, we may be required to prepare and present to federal or state authorities data pertaining to the eflect or impact that a

proposed exploration for, or production or processing of, may have on the environment. Compliance with these requirements can be

costþ and time-consr¡ming and can delay exploration or production operations. A faih¡¡e to obtain or comply with permits could rezult
in significant fines and penalties and could adversely affect the issuance of other permits for which we may apply.

CIeøn WøterAct

The U.S. Clean WaterAct and corresponding state and local laws and regulations affect mining operations by restricting the discharge
of pollutants, including dredged or fill materials, into waters of the United Süates. The Clean Water Act provisions and associated state

and federal regulations are complex and subject to amend¡nents, legal challenges and changes in implementation. As a result of court
decisions and regulatory actions, permitting requirements have increased and could continue to increase the cost and time we expend
on compliance with water pollution regulations. These and other regulatory requirements, which have the potential to change due to
legal challenges, Congressional actions a¡d other developments increase the cost of, or could even prohibit, certain current or fuh¡re
mining operations. Our operations may not always be able to remain in full compliance with all Clean rüaterAct obligations and permit
requirements. As a result, we may be subject to fines, penalties or changes to our operations.

Clean WaterAct requirements that may affect our operations include the following:

Sectìon 401

Section 404 of the Clean Water Act requires mining companies to obtain U.S. Army Corps of Engineers ("ACOE') permits to place

material in streams for the purpose of oreating slurry ponds, water impoundments, refuse areas, valley fills or other mining activities.

Our constuction and mining activities, including our surface mining operations, will frequently require Section 404 permits. ACOE
issues two t¡pes of permits pursuant to Section 4M of the Clean Water Act: nationwide (or "general') and "individual" permits.

Nationwide permits are issued to streamline the permitting process for dredging and fiIling activities that have minimal adverse

envkonmental impacts. An individual permit typically requires a more comprehensive application process, including public notice and

comment; however, an individual pennit can be issued for ten years (and may be extended thereafter upon application).

Tho issuance of permits to constnrct valley fills and refr¡se impoundments under Section 404 of the Clean Waüer Act, whether general
pennits commonly described as the Nationwide Pemit 21 (NWP 2l) or individual permits, has been the subject of many rec€Nrt court
cases and increased regulatory oversight. The results may materially increase our permitting and operating costs, pennitting delays,
suspension of current operations and/or prevention of openilg new mines.
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Emolovees

Cunentl¡ our ofücers and directors provide planning and organizational services for us on an as-needed basis, and our administative
and office staff also works on an as-needed basis. Some of the field work is completed by service providers and/or exploration
partners. All of the operations, teohnical and otherwise, are oveßeen by the directors of the Company.

Subsidiaries

On April 16, 2010, we caused the incorporation of our wholly owned zubsidiary, Provex Resources, Inc., under the laws of Nevad¿. On
April 16, 2010, the Company entered into an Assignment Agreement to assign the exclusive option to an undivided right, title and

inûerest in the Bruner and Vernal property; and the Bruner Property Expansion to Provex. Pursuant to tle Assignment Agreement
Provex assumed the rights, and agreed to perform all of the duties and obligations, of the Company arising under the Bruner and Vemal
Property Option Agreement; and the Bnurer Property Expansion Option Agreement. Provex's only assets a¡e the aforementioned
agreements and it does not have any liabilities.

On May 28, 2010, hovex Resowces, Inc. entered into an exclusive right and option agreement with Canamex Resowces Corp.
("Canamex") whereþ Canamex could eam up to a 75% undivided interest in the Bruner and the Bruner Property
Expansion. Canamex agreed to spend an aggregate total of US $6 million on exploration and related expenditures over the ensuing

seven years whereupon the Company agreed to gmnt the right and option to eaÍl a vested seventy percent (70%) and an additional five
percent (5%) upon delivery of a bankable feasibility study.

On April 25,2017 , Provex and Canamex Resources Corp. entered into a purchase and sale agreement whereby Canamex Resources
purchased our 30-per+ørt working inûerest in the Bruner gold/silver mine project for US$I.0 million cash, and the retention of a net
smelter retum ("NSR') royalty on the Bruner property including any claims acquired within a two-mile area of interest around the

existing claims. Additionally, Canamex has the option to buy-down half of the NSR royaþ forUS$S million any time during a five-
year period following closing of the purchase and sale agreement.

On May 23, 2017, the Company caused the incorporation of ie wholly owned subsidiary, Patiot Gold Canada Corp ('Patriot
Canada"), under the laws of British Columbi4 Canada.

Item lA. RlskFactors

Factors that MayAffect Future Results

1. lYe may requlre addltlonal funds to achieve our business obJectives and any inability to obtaln funding will inpact our
business.

We may incur operating losses in futwe periods because there a¡e expenses associated with the acquisition, exploration and

development of nahrral resource properties. We may need to raise additional fi¡nds in the future through public or private debt or equity
sales in order to fund our future operations and fulfill contractual obligations. These financings may not be available when needed and

even if these financings are available, they may be on terms that we deem unacceptable or are materiaþ adverse to your interests with
respect to dilution of book value, dividend preferences, liquidation preferences, or other ûerms. A:ry inability to obtain financing could
have an adverse effect on our ability to implement our business objectives and as a result, could require us to diminish or suspend our
operations or causç a maùerially adverse affect on ow business. Obtaining additional financing would be subject to a number of factors,

including the market prices for gold, silver and other minerals. These factors may make the timing, amount, terms or conditions of
additional financing unavailable ùo us.

2. Because our Directors serye as ofrìcers ¡nd directors of other companies engaged in mineral exploration, a potential conflict
of interest could negatlvely lmpact our rblllty to acquire properties to explore and to run our business.

Our Directors and Offïcers may work for other mining and mineral exploration companies. Due to time demands placed on our
Directors and Ofücers, and due to the competitive nature of the exploration business, the potential exists for conflicts of interest to
occur from tine to time that could adversely affect our ability to conduct our business. The Officers and Direcûors' ernFloyment and
affrliations with other entities limit the amount of time they can dedicate üo us. Also, our Directors and Officers may have a conflict of
interest in helping us identifr and obøin the rights to mineral properties because they may also be considering tle same properties. To

mitþate these risks, we work with several technical consult¿nts in order to ensure that we are not overly reliant on any one of our
Officers and Di¡ectors ûo provide us with technical services. However, we ca¡rnot be certain that a conflict of interest will not arise in
the future, To date, there have not been any conflicts of interest between any of our Direcúors or Officers and the Company.
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3. Bec¿use ofthe speculative nature ofexploration rnd development, there are substantial risks in our business model.

The search for valuable natural resowces as a business is extemely risþ. rüe can provide investors with no assr¡rance that the
properties we otvn conùain commercially exploitable reserves. Exploration for natural resources is speculative and involves risk. Few
properties that are explored are ultimately deveþed into producing cornmercially feasible reserves. Problems such as unusual or
unexpected fomrations and other conditions a¡e involved in minsral exploration and often result in unsuccessfi.¡l exploration efforts. In
such a case, we would be unable ûo complete our business plan.

4. Because of the unlque difüculties end uncef¡intles lnherent in mineral exploradon and the mlning buslness, we face rlsks.

Potential investors should be aware of the diffrculties normally encountered by mineral exploration companies. The likelihood of
success must be considered in light of tle problerns, expenses, difficulties, complications and delays encountered in connection with
the exploration of the mineral properties tlat we plan to undertake. These potential problems include, but a¡e not limited to,
unanticipated problems relating to exploration, and additional costs and expenses that may exceed current estimates. In addition, the
search for valuable minerals involves numerous hazards, which pose financial risks.

5. Bec¡use we our operating expenses msy vary as mey our revenues, profitability may be inconsistent

We anticipate that our experuies may vary and so may our revenues. Therefore, any profitability lve may have could be inconsistent.
There is little history upon which to base any assumption as ùo the likelihood that we will be consisteutþ profitable, and we can provide
investors with no assurance that we will generate consistent revenues or consistently achieve profitable operations.

6. Because ¡ccess to our mineral claims may be resüdcted by lnclement weather, we may be delayed in our exploratlon.

Access to our mineral properties may be restricûed through some of the year due to weather in the area. As a rezult, any attempt to test
or explore the property is largely limited to the times when weather pennits such activities. These limitations can result in significant
delays in exploration efforts.

7. Because of the specul¡tive nature of exploration of mineral properties, there is substantial risk.

The search for valuable minerals as a business is extremely risþ. Exploration for minerals is a speculative venture involving
substantial risk. The expenditures to be made by us in the exploration s¡ ¡þç mineral claims may not always result in the discovery of
economic mineral deposits. Problems such as unusual or unexpeoted formations and other conditions are involved in mineral
exploration and often result in unsuccessful exploration efforts.

8. Bec¡use of the inherent dangers involved in mineral exploration, there is liability risk.

The sea¡ch for valuable minerals involves nrlrnerous haza¡ds. As a result, there is potential liability for hazards, including pollution,
cave-ins and other hazards against which we cannot insure or against which we may elect not to insure.

9. lVe are heavily dependent on our CEO and President.

Our success depends heavily upon the continued contributions ofour CEO and Presiden! whose knowledge, leadership and technical
expertise would be difücult ùo replace. Our zuccess is also dependent on our ability to retain and athact experienced engineers,
geoscientists and other technical and professional staff. We do not maintain key man insurance. If we were to lose our CEO and

President, our ability to execute our business plan could be harmed.

Risks Related to Legal Uncertainties and Regulg!¡gls

10. A¡ we undertake exploration and development of our miner¡l claims, we will be subject to compliance with government
regulatlon whlch may lncrease the antlcþated cost of our exploratlon programs.

There are several govemmental regulations that materially restrict mineral exploration. We will be subject to the federal, state and local
laws as we carry out our exploration program. We may be required to obtain work permits, post bonds and perform remediation work
for any physical distu¡bance ûo the land in order ûo comply with these laws. While our planned exploration and development prognm
budgets for regulatory compliance, there is a risk that new regulations could increase our costs ofdoing business and prevent us from
carrying out our exploration and deveþmentprograms.
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Itcm 18. Unre¡olved St¡ff Comment¡

There are no r¡nresolved staffcomments.

ItBm2. Dercrlpdon of Propertier.

We do not lease or own any real property for our corporate offices. We cunentþ maintain our corporate office on a month-to-montl
basis at 3651 Lindell Road Suite D165, Las Vegas, Nevada 89103. l![anegement believes that our office space is sr]itable for our
cu¡rent needs,

Onr property holdings as of May 31,2017 consists of the Vernal and \Mindy Peak Property.

Vern¡l Prolect
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Map showlng the loc¡don of our Vernal Project loceted ln Centrrl Western Nev¡da.

Acquirltlon of Interest¡ - Vernd Project

Pursnant to a Property Option Agreement (the "BV Agreerre,nf '), dated as of July 25 , 2003 , with MinQuesÇ Inc . , a Nevad¿ Company
('MinQuest'), we acquired the option to ea¡n a 100%o inûerest in the Bruner and Vernal mineral erçloration properties located in
Nevada. Together, these two properties originally consisúed of 28 unpatented mining claims on a total of 560 acres in the northwest
fending Walker Lane located in westem ce,nfral Nevad¿. The Bruner position was subsequentþ expanded from 16 r¡npatented mining
claims to 80 unpaûented mining claims bringing the total at Bruner úo approximately 1,653 acres. Any addition¿l clairns agreed by the

Company ûo be staked by MinQuest ïvittrin 2 miles from the existing perimeter of the Property boundaries shall form part of the BV
Agrccment.
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In order to earn a I00o/o interest in these two properties, option pa)¡ments totaling $92,500 and an additional $500,000 in exploration
expenditures were required. A[ mining interests in the property are subject to MinQuest retaining a 3Yo royalty of the aggregate

proceeds from any smelter or other purchaser of any ores, concentates, metals or other material of commercial value produced from
the property, minus the cost of hansport¿tion of the ores, concentrates or metals, including related insurance, and smelting and refining
charges.

Pursuant to the BV Agreement, we have a one-time option to prnchase a portion of MinQuest's royaþ interest at a rate of $1,000,000
for each lo/o. We may exercise our option 90 days following completion of a bankable feasibility study of the Bruner and Vernal
properties, which, as it relates ûo a mineral resource or reserve, is an evaluation of the economics for tle extraction (mining), processing

and marketing of a defined ore reserve that would justify financing from a banking or financing institution for putting the mine into
production.

To date, the Company has paid the option payrnents totaling $92,500, and has accumulated approximately $625,070 and $79,760 of
exploration expenditures on the Bruner and Vernal properties, respectively. These expenditures have satisfied the requirements ofthe
BVAgreement and 100% interest in these two properties has becn transferred to Patriot, subject to MinQuest retaining a3o/oroyalty.

On April 16,2010, the Company entered inûo an Assignment Agreement with its wholly owned subsidiary, Provex Resources, Inc., a
Nevada Company to assign the exclusive option ùo an undivided right title and interest in the Bruner, Bruner Expansion and Vernal
properties to Provex. Pursuant to the Agreement, Provex assumed the rights, and agreed to perforrn all of the duties and obligations, of
the Company arising under the original property option agreements.

Description and Loc¡tion of the Vernal Property

The Vemal Properly is located approximately 140 miles east-southeast of Reno, Nevada on the west side of the Shoshone Mountains.
Access from Fallon, the closest town of any size, is by 50 miles of paved highway and 30 miles of gravel roads. The Company holds
the property via 12 unpatented mining claims (approximately 248 acres). The Company has a 100% interest in the Vernal property,

subject to an existing royaþ

Exploration llistory ofthe Vernal Property

Historical work includes nurnerous short adits constructed on the Vernal Property between 1907 and 1936. There appears to have been

little or no mineral production.

The Vemal hoperty is underlain by a thick sequence of Tertiary age rhyolitic volcanic rocks including tuffs, flows and intrusives. A
volca¡ic center is thought to underlie the district, with an intruding rhyolite plug dome (a domal feature formed by the extrusion of
viscous quartz-rich volcanic rocks) thought to be closely related to mineralization encountered by the geologists of Amselco, the U.S.
subsidiary of a British company, who explored the Vernal Propefy back in the 1980's, and who in 1983 mapped, sampled and drilled
the Vernal Property. Amselco has not been involved with the Vemal Property over the last 20 years and is not associated with our option

on the Vernal Property or the exploration work being done. A,225 foot wide zone of poorþ outcropping quarE stockworks (a multi-
directional quartz veinlet system) and læger veining tends exist northeast from the northern margin of the plug. The veining consists of
chalcedony containing l-5o/o pyrlte. Clay alteration of the host volcanics is sftong. Northwest hending veins a¡e also present but very
poorly exposed. Both directions carry gold values. Scattered vein float is found over the plug. The most sipificant gold values in rock
chips come from veining in tuffaceous rooks north of the nearly east-west contact of the plug. This area has poor exposure, but
sampling of old dumps and surface workings show an open-ended gold anomaly that measures 630 feet by 450 feet.

The Vernal Property claims presentþ do not have any known mineral reserves. The property that is the subject of our mineral claims is
undeveloped and does not contain any cornmercial scale open-pits. Numerous shallow underground excavations occur within the

cenhal portion of the properfy. No reported historic production is noted for the property. There is no mining plant or equipment located
on the property that is the subject of the mineral claim. Cunently, there is no power supply to the mineral claims. Although drill holes

are present within the property boundary, there is no known d¡illed reserve on our claims.
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In July 2003 aûd ¿gain in Jrme 2017, ñ€mbsrs of our Boa¡d of Directors and geology team made an onsite inspection of the Vern¿l
prop€rty. lvtap,ping (thc process of laying out a grid on the land fon cea identification where sanrples are takeir) and sampling (the
process of t^king small quantitics of soil and rock for analysis) have been completed. In Ma¡ch 2005, the Company initiated the process

ûo secure thc prropor pcrmíts for tcnching and goochomical sampling from the U.S. Forest Service.

Our oçloratim of thc Ve,rn¡l hop€rty to datc has consisted of geologic mapping teirching and rock chip geochemical sampling. The
Boa¡d of Direcûon approved a budget of approximately S55,000 (including the refrmdable bond of $900) for the Vernal property. An
exploration prrogr¡m w¡s conducûod in Novomber, 2(X)8. The program consist€d of 200 feet of henching sampling and mapping, and
opfling, mapping and sa,mpling of an undcrground workings consisting of approximately 275 feet of workings. The Company is
continuing ûo cvalu¡tc thc Vcrnal P¡oecrty.

Pl¡nned Explonüon

the Compmy's ourrent objeotives are ûo ass€ss the geological merits md if warranted and feasible establish an exploration program to
id€rúiry the potential fo'r economicalþ viable mineralizatioa Thc cost of an exploration plan has not yet been determined thereforc
estínatod cxploration cxpcnditrncs aro not available at this time. The Company recognizes that the Vernal Froperty is an early-süage

erçloration oeeorû¡ûity and thcrc arc currently no provsn or probable res€rv€s. The Corymy is ctrrrently preparing a 43-101
complianttechnical rcport on thc Vcmal property which it cxpeote to be complete later 1n 2Ol7.

ElnürlPir¡.þunerff

Acqulddon of Interort

In May 2015, afrrr a ¡evicw of historical records and i¡formation ar,¿ilable regarding a poteirtial min€ral property interest in Churchill
County, Nevad¿, the Cornpany acquired the Windy PeaI( Property, (referred to herein as fte *WinS Peak Property," nWindy Pealf or
fbe *Propel¡/). This early-stage exploration project was s€sured througû the completion of an Assignment and Assumption
Agreemc,lrt Windy Peak has becn visitcd by direcûors and tecbnical stafrof ûe Company in June 2017.

Thc TVtndy Perk hoperty Locrdon ln Nevrd¡

t4

*
ii*'ä
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Description ¡nd Locrtion of the Windy PeakProperty

The Windy Peak Property consists of 79 unpatented mineral claims covering approximately 1,630 acres, 3 miles NNE of the Bell
Mountain and 7 miles east of the Fairview mining district in southwest Nevada. Windy Peak is approximately 45 miles southeast of
Fallon and 6 miles SSW of Middlegate in sections 4,5,8,9,28,32,33 of Tl5 &l6N R35E, Nevada. The Propefy is divided into 2 non-

contiguous claim blocks with the northern claim block being adjacent to Hill 6483 in the Windy Fault.

Access to the Windy Peak Property is from U.S. Highway 50, thence south via Highway 361 to an unmarked dirt road that heads west

along the south side of an unnamed wash referred to as Windy Wash. The dirt road exits Highway 95 near the border of Sections 27 &
34. The Bell Mountain çadrangle (datßd 1972) shows an older dirt road that follows the floor of the wash. About 2 miles along the dirt
road, frenching and cutting oftrails to access various portions ofthe Property have extensively disturbed the hill. The di¡t road is in
good condition, however the steeper trails near Windy Peak reguire a 4-wheel-drive for access. There is no plant equipment, water

source nor power currently on site. Power could be provided by porüable diesel-powered generators. Non potable water may be source

able on site for drilling, mining and milling purposes.

The Property claims are held as rrnpatented federal land claims administered under the Deparbnent of Interior, BLM. In order to acquire

an unpatented mineral claim the land must be open to mineral entry. Federal law specifies that a claim must be located or "staked" and

site boundaries be distinctþ and clearly marked to be readily identifiable on the ground in addition ûo filing the appropriate state and or
federal documentation such as Location Notice, Claim Map, Notice of Nonliability for Labor and Materials Furnished, Notice of
Intent to Hold Mining Claims, Maintenance Fee Payment and fees ûo secu¡e the claim. The State may also establish additional

requirements regarding the manner in which mining claims and sites a¡e located and recorded. An unpatented mining claim on U.S.
govemment lands establishes a claim to the locatable minerals (also referred to as stakeable minerals) on the land and the right of
possession soleþ for mining purposes. No title to the land passes to the claimant. If a proven economic mineral deposit is developed,

provisions of federal mining laws permit owners of unpatented mining claims to patent (to obtain title to) the claim. The Property

surface estate and mineral rights are federally owned and zubject to BLM regulations. None of the Properly claims have been legally
surveyed. Although our legal access to unFatented Federal claims cannot be denied, staking or operating a mining claim does not
provide the claim holder exclusive rights ùo the surface resources (unless a right was determined under Fublic Law 84-167), çstablish

residency or block access to other users. Regulations managing the use and occupancy ofthe public lands for development oflocatable
mineral deposits by limiting such use or occupancy to that which is reasonably incident is found in 43 CFR 3715. These Regulations

apply to public lands administered by the BLM.

The Property claims were located and recorded along with the necessary payments being filed in March 2013. Annual maintenance fees

of $155 per claim paid to the BLM and recording fees of approximateþ $15 per claim must be paid to the respective county on or
before September I of each year ûo keep the claims in good standing, provided the filings are kept current these claims can be kept in
perpetuity.

Past Exploration in the Windy PeakArea

F¡irview Dlstrict

The Windy Peak area has been considered to be part of, or at least an extension of, the Fairriew District, which, is located on Fairvicw
Peak about 6 miles WNW of Hill 6483. Both a¡eas a¡e within the Fairview Peak caldera but their geochemical differences indicate they
a¡e not related.

Windy Peak

The only published information found regarding the Windy Peak area refers to a small leach pad at the Cye Cox prospect at Hill 6483.

This exploration was looated adjacent to but not on our northem claim block. According to historical reports, an initial 6 claims (Red

Star) were staked by Cye Cox of Fallon from 1945 to 1969. Subsequent lessees staked an additional 79 Red Star claims from 1978 to

1,979. C\e Cox togetler with Pete Erb and ilPine Nutil Forbush discovered high-grade gold on the south side of Hill 6483 in the Windy
fault in 1970. The presence of old timbers near a mostly-covered hole at the westem hench (about mile west of the rWindy adit)

indicates that they also did some work there. After fi¡rther examination a plant with a 6-8" gv.zly and tommel (21' x 30") was setup

and operated.

At least 56 RC holes have been drilled on and a¡ound the Windy Peak claims a¡ea. The identiûable holes a¡c vertioal holes which is

interesting because the primary target in the Windy a¡ea is bonanza grade veins in steep to vertical structures. In effect, the high-gnde
structurally hosted gold potential on the property has not besn tested by previous drilling programs.
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Geology of theWindy Peak PropertyAree

Review of late Tertiary epithermal gold-silver deposits in the northern Great Basir¡ revealed that most deposits are spatially and

temporally related to two magmatic assemblages: bimodal basalt-rhyolite and western andesite. The Fairview district, including the

Bell Mine, is related to a third, minor magmatic assemblage, the late Eocene ûo early Miocene caldera complexes of the interior
andesite-rhyolite assemblage. This assemblage hosts the giant late-Oligocene Round Mounúain deposit plus smaller deposits in the

Atlanta, Fairview, Tuscarora, and ìV'onder mining dishicts. The youngest rocks in the interior andesite-rþolite assemblage are in the

Fairview and Tonopah mining districts. Recent studies have shown tlat the magmatism associated with the interior andesite rhyolite
assemblage had a close spatial and temporal association with cn¡stal extension, and that these magmas may have been formed by
partial mixing of mantlederived basal with crustal melt.

Planned Exploration

The Company's cunent objectives are to assess the Windy Peak geological merits üo establish an exploration program and identify the
potential for economically viable mineralization. The cost of this exploration plan has not yet been determined tlerefore estimated

exploration expenditures are not available at tlis time. The Company recognizes that \{indy Peak is an early-stage exploration

opportunity and there are currently no proven or probable resewes.

Item3. LegalProceedlngs

There are no pending legal proceedings involving the Company or in which any director, ofñcer or affiliate of the Company, any o\ryner

of record or beneficially of more thar. 5o/o of any class of voting securities of the Company, or security holder is î party adverse to the

Company or has a material interest adverse ûo the Company.

Item 4. Mine Safety Dlsclosures

The Dodd-Frank Wall Street Reform and Consumer Protection Act (the "Act") and Item lM of Regulation S-K require certain mine
safety discloswes to be made by companies that operate mines regulated rmder the Federal Mine Safety and Health Act of 1977.
However, tle requirements of the Act and Item 104 of Regulation S-K do not apply as the Company does not engage i¡ miniag

activities. Therefore, the Company is not required ûo make such disclosures.

L6
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The issuer's revenues for its most recent fiscal yeâr were $Nil

The aggregate market value of the voting and non-voting common equity held by non-effiliates computed by reference to the average

bid and asked price of such common equity as ofNovember 30,2017 was approximately $3,075,669.

The nnmber of shares ofthe issuer's common stock issued and outstanding as ofAugust29,2018 was 58,408,854 shares.
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Glossarv of Minrng Terrns

Adtt(s). Historic working driven horizontally, ornearly so into a hillside to explore for and exploit ore.

Air track holes. Drill hole construct€d with a small portable drill rig using an air-driven hammer.

Core holes. A hole in the ground ttrat is left after the process where a hollow drill bit with diamond chip teeth is used to drill into the
ground. The center of the hollow drill fills with the core of the rock that is being drilled into, and when the d¡ill is extracted a hole is
leftin the gound.

Geochemical sampling. Sample of soil, rocþ silt, water or vegetation analyzed to detect the presence of valuable metals or other
metals which may accompany them. For example, arsenic may indicate the presence of gold.

Geologic mapplng. Producing a plan and sectional map of tle rock types, stucture and alteration of a property.

Geophyslcal survey. Electrical, magnetic, gravity and other means used to detect features, which may be associated with mineral
deposits.

Ground magnetlc survey. Recording variations in tho earth's magnetic field and plotting same.

Ground radiometrlc survey. A survey of radioactive minerals on the land surface.

Leaching. Leaching is a cost-effective process where ore is subjected to a chemical liquid that dissolves the mineral component from
ore, and then the liquid is collected and the metals extracted from it.

Level(s). Main underground passage driven along a level course to afford access to stopes or workings and provide ventilation and a
haulage way for removal of ore.

Magnetic lows. An occturence that may be indicative of a destruction of magnetic minerals by later hydrothermal (hot water) fluids
that have come up along faults. These hydrothermal fluids may in tum have carried and deposited precious metals such as gold and/or
silver-

P¡tented or Unpatented Mining Claims. In this Annual Report, there are references to 'þatented" mining claims and 'hnpatented"
mining claims. A patenúed mining claim is one for which the United States govenrment bas passed its title to the claimant, giving that
person title to the land as well as the minerals and other resources above and below tle surface. The patented claim is then teated like
any other private land and is subject to local property taxes. An unpatented mining claim on United States government lands establishes

a claim to the locatable minerals (also referred to as sùakeable minerals) on the land and the right of possession solely for miniag
purposes. No title to the land passes to the claimant. If a provør economic mineral deposit is developed, provisions of federal mining
laws permit ownen¡ of unpatented mining claims to patent (úo obtain title ûo) the claim. If one pruchases an unpatented mining claim
tlat is later decla¡ed invalid by the United States governme'nt, one could be evicted.

Plug. A vertical pipe-like body of magma representing a volcanic vent similar üo a dome.

Quarb Stockworls. Amulti-directional system of quarø veinlets.

RC holes. Short form for Reverse Circulation Drill holes. These are holes are left after the process of Reverse Circulation Drilling.

Reserve. That part of a mineral deposit which could be economically and legally extacted or produced at the time of the reserve

determination. Reserves a¡e cusûomarily stated in terms of uoreu when dealing with metalliferous minerals; when other materials such
as coal, oil, shale, tar, sands, limestone, etc. are involved, an appropriate term such as "recoverable coal" may be substituted,

3
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Resource. A¡ estimate of the total tons and grade of a mineral deposit defrned by surface sampling, drilling and occasionally
underground sampling of hisûoric diggings when available.

Reverse clrculatlon drllllng. A less expensive form of drilling than coring tlat does not allolv for the recovery of a tube or core of
rock. The material is brought up from depth as a series of small chips of rock that a¡e then bagged and sent in for anaþsis. This is a
quicker and cheaper method of drilling, but does not give as much inform¿tion about the underlying rocks.

Rhyotite plug dome. A domal feature formed by the extrusion of viscous quartz-rich volcanic rocks.

Sclntlllometer survey. A survey of radioactive minerals using a scintillometer, a hand-held, highly accurate measuring device.

Scoping Study. Adetailed study of the various possible methods to mine a deposit.

Silicic dome. A convex la¡dform created by extruding quarE-rich volcanic rocks.

Stope(s). An excavation from which ore has been removed from sub-vertical openings above or below levels.

Tertlary. That portion of geologic time that includes abundant volcanism in the western U.S.

Ttenching. A cost effective way of examining the structu¡c and nature of mineral ores beneath gravel cover, It involves digging long
usually shallow tenches in carefully selected areas to expose unweathered rock and allow sampling.

Volcanic center. Origin of majo¡ volcanic activity

Volc¡noclastic. Coarse, unsorted sedimentary rock formed from erosion of volcanic debris.

4
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F orward-Looking Statements

This Annual Report on Form lO-K contains fonrardJooking information. Forwa¡d-looking information includes staúements ¡çl¿ting to
future actions, proElective products, future performance or rezults of curent or anticipated products, sales and marketing efforts, costs
and expenses, interest rates, or¡tcome of contingencies, financial condition, results of operations, liquidity, business strategies, cost
s¿yings, objectives of management of Pahiot Gold Corp. (hereinafter referred to as the "Company," ooPatriot Gold" or'ln'e') and other
matters. ForwardJooking information may be included in this Annual Report on Form 10-K or may be incorporated by reference from
other documents frled with the Securities and Exchange Commission (the 'SEC") by the Company. One can find many of these

st¿tements by looking for words including, for example, "believes," "expects," "anticipat€s," "estimates" or simila¡ expressions in this
Annual Report on Fonn l0-K or in documents incorporated by reference in this Annual Report on Form 10-K. The Company
undertakes no obligation to publicly update or revise any forward-looking statements, whether as a result of new information or future
events.

The Company has based the forward-looking statements relating to the Company's operations on manâgement's flrrrent expectations,

estimates and projections about the Company and the industry in which it operates. These statements are not guarantees of future
perforrnance and involve risks, uncertainties and assumptions that we cannot predict. kr particular, we have based many of these

forwardJooking statements on assumptions about future eveirts that may prove to be inaccurate. Accordingly the Company's actual
results may differ materially from those contemplated by these forward-looking st¿tements. Any differences could result from a variety
of factors, including, but not limited to general economic and business conditions, competition, a¡d other factors.

5

htþs:/Årrurv.sec.gov/Archives/ed0ãr/data/1080448/000168:116818002554/patriotgold_10k-053118.htn 6154
Case 2:24-bk-06359-EPB    Doc 52-3    Filed 10/14/24    Entered 10/14/24 16:11:32    Desc

Exhibit C    Page 30 of 165

98



1Ol1Ol24,11:43 AM sec.gov/Archives/edgar/data/108O448/0001 6831 6818002554/paûiotgold_1 0k-053ll8.htrn

PARTI

Iten 1. Descrlpûon of Buslness

We are engaged in natural resource exploration and acquiring, exploring, and developing natural resource properties. Curentþ we are

underøking exploration and development programs in Nevada.

Developq@lg:lSusjgess

We were incorporated in the State of Nevada on November 30, 1998. In June 2003, the Company filed Amended and Restated Articles
of Incorporation with the Secretary of State of Nevada changing its name to Patriot Gold Corp. and moving the Company inûo its
cur¡ent business of natural resource exploration and mining. On June 17,2003, the Company adopted a new trading symbol - PGOL- to
reflect the name change. The Company has besn in the resource exploration and mining business since June 2003.

On April 16,2A10, we caused tle incorporation of ow wholly owned subsidiary, Provex Resources Inc. (?rovex") under the laws of
Nevada.

On April 16, 2010, the Company entered into an Assignment Agreement with Provex to assip the exclusive option to an undivided
right title and interest in the Bruner and Vernal properties and the Bruner Expansion property to Provex. Pursuant to the Assignment
Agreements, Provex assumed the rights, and agreed to perforrn all of the duties and obligations, of the Company arising rmder the

Bruner and Vemal Property Option Agreement and the Bruner Property Expansion Option Agreement. Provex's only assets are the
aforementioned agreements and it does not have any liabilities.

On May 28,2010, Provex entered into an exclusive right and option agreement with Canamex Resources Corp. ('Canamex") whereby

Canamex could eam ,q to 75Yo in the Bruner and the Bruner Property Expansion. Canamex agreed to spend an aggregate total of US

$6 million on exploration and related expenditures over the ensuing seven yeani wherzupon Provex agreed to grant the right and option
to eanr a vested sevonty percent (70%) and an additional five percent (57o) upon delivery ofa bankable feasibility study.

On February 28,2011, the Company entered into an Exploration and Option to Enter Joint Venture Agreement with Idaho State Gold
Company, LLC, C'ISGC') whereby the Company granted the option and right to earn a vested seventy percent (707o) interest in the
property and the right and option to form a joint venture for the management and ownership of the property called the Moss Mine
Property, Mohave County, Arizona (the "Moss Propert5r" or "Moss Mine Property"). Upon execution of the agreement ISGC paid the

Company $500,000 USD and agreed to spe,nd an aggregate total of $8,000,000 USD on exploration and related expenditures over the

ensuing five years. Subsequent ûo exercise of the ea¡n-in, ISGC and the Cornpany agreed to form a 70i30 joint venture.

In Ma¡ch 201 1 , ISGC transfened its rights to the Exploration and Option to Enter Joint Venture Agreement dated February 28, 20ll , to
Northern Vertex Capital Inc. (Northem Vedet'').

On May 12, 2016, the Company entered into a material definitive Agreement for Purchase and Sale of Mining Claims and Escrow

kntn¡ctions (the "Purchase and Sale Agreement') with Golden Vertex Corp., an Arizona corporation (*Golden Vertex," a wholly-
owned Subsidiary of Northem Vertex) whereby Golden Vertex agreed to purchase tle Company's remaining 30% working interest in
the Moss Gold/Silver Mine for C$1,500,000 (the "Purchase Price') plus the retention by Pafiot of a 3o/o net smelter retums royaþ
Specifically, the Company conveyed all of its right, title and interest in those certain patented and unpatented lode mining claims

situated in the Oatman Mining District, Mohave County, Arizona (the "Claims") üogether with all exhalaûeral and other associated

rights, water rights, tenements, hereditarnents and appurtenances belonging or appertaining thereto, and all rights-of-way, easements,

rights of access and ingress to and egress ftom the Claims appurtenant thereto and in which Seller had any interest (collectivel¡ the

"Property"). The Purchase Price consisted of C$1,200,000 in cash payable at closing and the remaining C$300,000 was paid by the
issuance of Northem Vertex courmon sha¡es to the Company valued at $0.35 (857,140 shares), iszued pwsuant ùo the terms and

provisions of an inveshent agreement (the "Investuent Agreement') entered between the Company and Northern Vertex
cont€mporaneous to ths Purchase and Sale Agreement. The Investrrent Agreement prohibits the resale of the sha¡es during the four
month period following the date of issuance and thereafter, the Company will not sell the shares in an amount exceeding 100,000

shares per month.

6

htþs:/ Â,wil.sec.gov/4rcñives/edgar/data/1080448/000168Í'16818002554/patriotgold_10k-053118.htî 7154
Case 2:24-bk-06359-EPB    Doc 52-3    Filed 10/14/24    Entered 10/14/24 16:11:32    Desc

Exhibit C    Page 31 of 165

99



1Ol1Ol24, 11 :43 AM sec.gov/Archives/edgar/data/l 080¡148/0001 683't 6818002554/paüiotgold_1 0k-053f18.htm

OnApril 25,20l7,Provex and Canamex Resources Corp. entered into a purcbase and sale agreement whereby Canamex Resources

purchased Patiot Gold's 30 percent working interest in the Bruner gold/silver mine project for US$l.0 million casl¡ and the retention

of a net smelter retum ('NSR') royalty on the Bruner property including any claims acquired within a two-mile area of interest around

the existing claims. Additionally, Canamex has the option ûo buy-down half of the NSR royalty retained by Patriot for US$5 million
any time during a five-year period following closing of the purchase and sale agreement. The Company recosnized a gain on sale of
mineral properties of $1,000,000 from the sale of the Bruner in its Consolidated Statement of Operations.

On May 23, 2017, the Company caused the incorporation of its wholly owned subsidiary, Patriot Gold Canada Corp ('?atriot
CanaÅa'),under the laws of British Columbia, Canada.

On January t7 , 2018, the Company desigrrated 13,500,000 shares of the authorized and unissued preferred stock of the company as

"Series A Preferred StoclC' by filing an Amended and Restated Certificate of Designation with the Secretary of State of Nevada.

On May 7,2018, the Company caused the name change of our wholly owned subsidiary, Provex Resources Inc. to Goldbase, Inc.
("Goldbase") under the laws of Nevada.

Business OperaEe¡g

We are a natural resource exploration and mining company which acquires, explores, and develops natural resowce properties. Our
primary focus in the natu¡al resource sector is gold.

The search for valuable natural resources as a business is extremely risþ. We can provide investors with no assurance that the

properties we have either optioned or purchased contain commercially exploitable reserves. Exploration for mineral reseryes is a

speculative veriture involving substantial risk. Few properties that are explored are ultimately deveþed into producing commercially
feasible reserves. Problems such as unusual or unexpected forrrations and other conditions are involved in mineral exploration and

often result in unsuccessful exploration efforts. In such a case, rile would be unable to complete our business plan and any money spørt
on exploration would be lost,

Natural resource exploration and development requires significant capital and our assets and resources are limited. Therefore, we
anticipate participating in the natural resource industry through the selling or partnering of our properties, the purchase of small
interests in producing properties, the purchase of properties where feasibility studies already exist or by the optioning of natural
resorrrce exploration and development projects. To date, we have two gold projects located in the southwest United States. In May
2016, we sold orn interest in the Moss Mine project and retained a royaþ In April 2017 , we sold our interest in the Bruner project and

retained a royaþ leaving our project inventory ûo consist ofthe Vernal project and the Windy Peak project.

&ancing

There was $14,500 of financing activities undertaken by the Company furing the fiscal year ended May 31, 2018 through the issuance

of Series A Prefened Stock, offset by the purchase of treasury stock for ($9,093). Management estimates that the Company will not

require additional funding for the Company's planned operations for the next twelve months.

Competition

The mineral exploration industry, in general, is intensely competitive and even if commercial quantities of ore a¡e discovered, a ready
market may not exist for sale of same. Nrunerous factors beyond our control may affect the marketability of any substances discovered.

These facûors include market fluctuations, the proximity and capacity of natural resource ma¡kets and processing equipment
govemmurt regulations, including regulations relating to prices, taxes, royalties, land tenure, land use, importing and exporting of
minerals and environmental protection. The exact effect of these facûors cannot be accurately predicted, but the combination of these

factors may rezult in our not receiving an adequate return on invested capital.

7
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Compliance with Government Regulation and ReCtúglAty-lAAEeS

Míning Control ønd Reclamation Regulatìons

The Surface Mining Control and Reclamation Act of 1977 ("SMCRAU¡ is administered by the Office of Surface Mining Reclamation
and Enforcement ('OSM") and est¿blishes mining, environmental protection and reclamation standards for all aspects of U.S. surface
mining, as well as many aspects of underground mining. Mine operators must obtain SMCRA permits and perrnit renewals fs¡ miniag
operations from the OSM. Although state regulatory agencies have adopted federal mining prograrns under SMCRA, tÏe state becomes
tle regulatory authority, States in which we expect to have active future mining operations have achieved primary contol of
enforcement through federal authorization.

SMCRA p€rmit provisions include requirements for prospecting including mine plan development, topsoil removal, storage and

replacement, selective handling of overburden maúerials, mine pit backfilling and grading, protection of the hydrologic balance,
subsidence contol for underground mines, surface drainage confol, mins dmin¿96 and mine discharge control and treaünent and re-
vegetation.

The U.S. mining permit application process is initiated by collecting baseline data to adequately cha¡acterize the pre-mining
environmental condition of the permit area. We will develop mine and reclamation plans by utilizing this geologic data and
incorporating elements of the environmental data. Ow mine and reclamation plans incorporate the provisions of SMCRA, state
prograrns and complementary environmental progmms which impact mining. Also included in the permit application are documents
defining ownership and agreernents pertaining to minerals, oil and gas, water rights, rights of way and surface land and documents
required of the OSM's Applicant Violator System, including the mining and compliance history of oflicers, directors and principal
stockholders of the applicant.

Once a perrrit application is prepared and submitted to the regulatory agency, it goes through a completeness and technical review.
Public notice of the proposed permit is given for a comment period before a permit can be issued. Some SMCRA mine permit
applications take over a year to prepare, depending on the size and complexity of the mine and often take six montls to two years to be
issued. Regulatory authorities have considerable discretion in the timing of the permit issuance and the public has the right to comment
on, and otherwise eûgage iq the permitting process including public hearings and intervention by the courts.

Surface Dístarbance

All mining activities govemed by the Bureau of Land Management ("BLM") require reasonable reclamation. The lowest level of
mining activity, 'ocasual use," is desiped for tho miner or weekend prospector who creates only negligible surface disturbance (for
exarnple, activities that do not involve the use of earth-moving equipment or explosives may be considered casual use). These activities
would not require either a notice of intent to operate or a plan of operation. For further information regarding surface managerrent
ûerms, please refer to 43 CFR Chapter tr Subchapter C, Subpart 3809.

The second level of activity, where swface disturbance is 5 acres or less per year, requires a notice advising the BLM of the anticipated
work 15 days prior to commencement. This notice must be filed with the appropriate field ofEce. No approval is needed although
bonding is required. State agencies must be notified to ensure all requirements are met.

For operations involving mor€ than 5 acres total surface disturbance on lands subjeot to 43 CFR 3809, a detailed plan ofoperation must
be fïled with the appropriate BLM field ofüce. Bonding is required to ensure proper reclamation. An Envi¡onmental Assessment @A)
is to be prepared for all plans of operation to determine if an Environrnental Impact Statement is required. A National Environment¿l
Policy Act review is not required for casual use or notice level operations unless those operations involve occupancy as defined by 43

CFR 3715. Most occupancies at the casual use and notice level inArizona a¡e covered by a programmatic EA.

8
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An activity pemrit is required when use of equipment is utilized for the purpose of land stripping, earthmoving, blasti"g (except
blasting associated with an individual source permit issued for mining), trenching or road construction.

Fuhrre legislation and regulations are expected to become increasingly restrictive and there may be more rigorous enforcemerit of
existing and future laws and regulations and we may experience zubstantial increases in equipment and operating costs and may
experience delays, intemrptions or termination of operations. Failure to comply with these laws and regulations may result in the
assessment of administrative, civil and criminal fines or penalties, the acceleration of cleanup and site restoration costs, the issuance of
injunctions to limit or cease operations and the suspeûsion or revocation of permits and other enforcement measures that could have the
effect of limiting production from our future operations.

Trespassing

The BLM will prevent abuse of public lands while recognizing valid rights and uses under the mining laws. The BLM will take
appropriate action to eliminate invalid uses, including unauthorized residential occupancy. The Interior Board of Land Appeals (ßLA)
has found that a claim may be declared void by the BLM when it has been located and held for purposes other 

.tan 
the mining of

minerals. The issuance of a notice of trespass rnay occr¡r if an unpaûented clairn/siûe is:

(1) used for a home site, place of business, or for other purposes not reasonably related to mining or milling
activities;

used for the mining and sale of leasable minerals or mineral materials, such as sand, gravel and certain types of
building stonc; or

located on lands that for any rea¡¡on have been withdrawn from location after the effective date of the
withdrawal.

Trespass aotions are taken by the BLM Field Office.

Environmentøl Løws

We may become zubject to various federal and state environmental laws and regulations that will impose significant requirements on
our operations. The cost of complying with current and future €nvironmental laws and regulations and our liabilities arising from past
or future releases of, or exposure to, hazardous subst¿nces, may adversely affect our business, results of operations or financial
condition. In addition, environmental laws and regulations, particularly relating to ai¡ emissions, can reduco our profitability. Numerous
federal and state governmental permits and approvals are required for mining operations. When we apply for these permits or
approvals, we rnay be required to prepare and present to federal or state authorities data pertaining to the effect or impact that a
proposed exploration for, or production or processing o{ may have on the environment. Compliance with thesc requirements can be
costþ and time-consuming and can delay exploration or production operations. A failure to obtain or comply with permits could result
in significant fines and penalties and could adversely affect the issuance of other permits for which we may apply.

Cleøn WaterAcl

The U.S. Clean Water Act and corresponding state and local laws and regulations aflect mining operations by restricting the discharge
of pollutants, iaçluding dredged or fill materials, into waters of thc United States. The Clean Water Act provisions and associated state
and federal regulations are complex and subject to ameridments, legal challenges and changes in implementation. As a result of court
decisions and regulatory actions, permitting requirements have increased and could continue to increase the cost and time we expend
on compliance with water pollution regulations. These and other regulatory requirements, which have the potential to change due to
legal challenges, Congressional actions and other developments increase the cost of, or could even prohibit, certain current or future
mining operations. Our operations may not always be able to remain in frrll compliance with all Clean Water Act obligations and permit
requirements. As a result, we may be zubject to fines, penalties or changes to our operations.

(2)

(3)
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Clean WaterAct requiremeirts that may affect our operations include the following:

Section 404

Section 404 of the Clean Water Act requires mining companies to obtain U.S. Army Corps of Engineers C",COE ) permits to place
material in sheams for the purpose of creating slurry ponds, water impoundments, refuse areas, valley fills or other mining activities.

Our construction and mining activities, including our surf¿ce mining operations, will frequentþ require Section 404 p€rmits. ACOE
issues two types of pemrits pursuant to Section 404 of the Clean Waûer Act nationwide (or "general') and *individuaf' permits.
Nationwide permits are issued to sfreamline the pennitting process for dredging and filling activities that have minimal adverse
environmental impacts. An individual permit typically requires a more comprehensive application process, including public notice and
coûrment; however, an individual perrnit can be issued for ten years (and may be extended thereafter upon application).

The issuance of perrnits to constuct valley fills and refuse inpoundments under Section 404 of the Clean Vy'ater Act, whether general
permits commonly described as tle Nationwide Permit 21 (NWP 21) or individual permits, has been the subject of many recerit court
cases and increased regulaûory oversight. The results may materially increase our permitting and operating costs, permitting delays,
suspension ofcurrent operations andlor prevention ofopening new mines.

Eæplpyse$

Currently, our officers and directors provide planning and organizational serrices for us on an as-needed basis, and our adminishative
and offEce staf also works on an as-needed basis. Some of the field work is completed by service providers and./or exploration
partoers. All of the operations, technical and otherwise! are overseen by the directors of the Company.

Subsidia¡ies

OnApril 16,2010, we caused the incorporation of our wholly owned zubsidiary, Provex Resources, Inc., undor the laws of Nevada. On
April 16, 2010, the Company entered into an Assignme¡1 Agreement to assign the exclusive option to an undivided right title and
interest in the Bruner and Vernal property; and the Bn¡ner Property Expansion to Provex. Pursuant to the Assignment Agreement,
Provex assumed the rights, and agreed to perform all of the duties and obligations, of the Company arising under the Bruner and Vernal
Properly Option Agreement; and the Bruner Property Expansion Option Agreement. Provexns only assets are the aforementioned
agreements and it does not have any liabilities.

On May 28, 2010, Provex Resources, Inc. sntered into an exclusive right and option agreement with Cana^mex Resources Corp.
("Canamex') whereby Canamex could eam up to a 75% undivided interest in the Bruner and the Bruner Property Expansion. Canamex
agreod to spend an aggregate total of US $6 million on exploration and related expenditures over the slrsrring sev€n years whereupon
tÏe Company agreed to grant the right and option to ea¡n a vcsted seventy percent (70%) nd an additional five percent (5%) upon
delivery ofa bankable feasibility study.

On April 25, 2017, Provex and Canamex Resources Corp. entered into a purchase and sale agreement whereby Canamox Resources
purchased our 30-per-cent working interest in the Bruner gold/silver mine project for US$I.0 million cash, and the retention of a net
smelter retum ("NSR') rcyalty on the Bruner property including any claims acquired within a two'mile area of interest a¡ound the
existing claims. Additionally, Canamex has the option to buy-down half of the NSR royalty for US$5 million any time during a five-
year period following closing of the purchase and sale agreement.

On May 23, 2017, the Company caused the incorporation of its wholly owned subsidiary, Patriot Gold Canada Corp (?atriot
Canada"), under the laws of British Columbia, Canada.

On May 7,2018, tle Company caused the name change of our wholly owned subsidiary, Provex Resou¡ces Inc. to Goldbase, Inc.
("Goldbase") under the laws of Nevada.

l0
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Item 14. Risk X'actors

Factors that MavAffect Future Results

1. lYe may require additional funds to achieve our business objectives and any inability to obt¡in funding will impact our
buslness.

We may incur operating losses in future periods because there are expenses associated with the acquisition, exploration and
development of natural resource properties. We may need ûo raise additional funds in the ñ¡ture through public or private debt o¡ equity
sales to fr¡nd our future operations and fulfill contractual obligations. These financings may not be available when needed" and even if
these financings are available, they may be on terms that we deem unacceptable or are materially adverse to your interests with respect
to dilution of book value, dividend preferences, liquidation preferences or other terms. Any inability to obtain financing could have an
adverse effect on our ability ùo implernent ou¡ business objectives and as a result, could require us to diminish or suspend our
operations or cause a materially adverse effect on our business. Obtaining additional financing would be subject to a number of factors,
including the ma¡ket prices for gold, silver and other minerals. These facton may make the timing, amounl temls or conditions of
additional financing unavailable to us.

2. Because our Dlrectors may serve ¡s offlcers ¡nd directors of other companies engaged ln mlner¡l exploration, a potential
conflict ofinterest could negatively impact our ability to acqulre propertles to explore ¡nd to rr r our business.

Our Directors and Officers may work for other mining and mineral exploration companies. Due to time demands placed on or¡r
Directors and Officers, and due to the competitive rature of the exploration business, the potential exists for conflicts of interest to
occur from time to tùne that could adversely affect our ability to conduct our business. The Officers and Directors' employrnent and
afüliations with other entities limit the amount of time they can dedicate to us. Also, our Directors and Ofücers may have a conflict of
interest in helping us identify and obtain the rights to mineral properties because they may also be considering the same properties. To
mitigate these risks, we work with several technical consultants in order to ensure that we are not ovedy reliant on any one of our
Officers and Directors to provide us with technical services. However, lvs cannot be certain that a conflict of interest will not a¡ise in
the future. To date, tlere have not been any conflicts of interest between any of our Directors or Officers and the Company.

3. Beceuse ofthe speculatlve nature ofexploratlon and development, there are subst¡ntial rtsks ln our business model.

The search for valuable natural resor¡rces as a business is extremely risþ. rWe can provide investors with no assurimce that the
properties we own contain commercially exploitable reseryes. Exploration for natural resoluces is speculative and involves risk. Few
properties that are explored are ultimaûely developed into producing commercially feasible reserves. Problems such as unusual or
unexpected fomrations and other conditions are involved in mineral exploration and often result in unsuccessful exploration efforts. In
such a case, we would be unable to complete our business plan.

4. Bec¡use of the unique difliculties and uncert¡inties inherent in mineral exploration and the minlng buslness, we f¡ce risks.

Potential investors should be awa¡e of the difficulties normally encountered by mineral exploration companies. The likelihood of
$uocess must be considered in light of the problems, expenses, difficulties, complications and deþs encountered in connection with
the ex¡lloration of the mineral properties that we plan to r¡ndertake. These potential problems include, but are not limited to,
unanticipated problems relating to exploration and additional costs and expenses that may exceed curent es."ïates. In addition, the
scarch for yaluable minerals involves numerous hazards which pose ñnancial risks.

5. Because our operating expenses may vary, as may our revenues, profltability may be lnconslstent,

We anticipate that our expenses m¿y vary and so may our revenues. Therefore, any profitability we may have could be inconsistent.
There is little history upon which to base any assumption as ûo the likelihood that we will be consistentþ profitable, and we can provide
investors with no ¿lssurance tbat we will generate consistent revenues or consistently achieve profitable operations.

1l
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6. Bec¡use tccess to our míneral claims nay be restricted by inclement weather, we may be delayed in our exploration.

Access to our mineral properties may be restricted through some of the year due to weather in tle a¡ea. As a rezult, any attermpt to test

or explore the property is largely limited to the times when weather perrrits such activities. These limitations can result in significant
delays in exploration efforts.

7. Bec¡use ofthe speculative nature ofexploratlon ofmineral propertles, there ls substantl¡l risk

The search for valuable minerals as a business is extemely risþ. Exploration for minerals is a speculative ventüe involving
substantial risk. The expendihues to be made by us in the exploration of the mineral claims may not always result in the discovery of
economic mineral deposits. Problems such as unusual or unexpected formations and other conditions are involved in mineral
exploration and often result in unsuccessfr¡l exploration efforts.

8. Bec¡use of the fnherent dangers lnvolved in mineral exploratlon, there ls liabtlity rlsk.

The search for valuable minerals involves numerous hazards. As a result, there is potential liability for hazards, including pollution,
cave-ins and other hazards against which we cannot insure or against which we may elect not to insure.

9. We ¿re heavily dependent on our CEO and Presldent.

Our success depørds heavily upon the continued contributions of our CEO and President, whose knowledge, leadership and technical
expertise would be difficult to replace. Our zuccess is also dependent on our ability to retain and atfract experienced engineers,
geoscientists and other technical and profession¿l staff. We do not maintain key man insurance. If we were to lose our CEO and

Presidenl our ability to execute our business plan could be harmed.

Risks Related to Legal Uncert¿inties andReCd4tiAÉS

10. As we undertake exploration and development of our mineral claims, we will be subJect to compllance wlth government
regulation which may incre¡se the antÍcþated cost of our exploration programs.

There are several govemmental regulations that materially restrict mineral exploration. We will be subject ùo the federal, state and local
laws as we carry out our exploration program. We may be required to obtain work permits, post bonds and perform remediation work
for any physical disturbance to the land in order to comply with these laws. While our planned exploration and development prograrn

budgets for regulaùory compliance, there is a risk th¿t new regulations could increase our costs ofdoing business and prevent us from
carrying out our exploration and development programs.

Item 18. Unresolved StaffComments

There are no unresolved stafrcomments

ftem2. Description of Properties.

We do not lease or olvn any real property for our corporate offices. We currynfly maintain our corpor¿te ofüce on a month-to-month
basis at 3651 Lindell Road, Suite D165, Las Vegas, Nevada 89103. Management belicves that our offico space is suitable for ow
current needs.

Our property holdings as of May 31, 2018 consist of the Vernal Property and Windy Peak Property.

t2

htþs://www.sec.gov/Archives/edgar/datâ/1080448/000168Íì16818002554/patrioþold_10k-053'l18.hfn 1Uil
Case 2:24-bk-06359-EPB    Doc 52-3    Filed 10/14/24    Entered 10/14/24 16:11:32    Desc

Exhibit C    Page 37 of 165

105



1Ol1Ol24,11:43 4M

Vern¿l P¡oiect

sec.gov/ArcfiÍves/edgar/data/1080448/000168316818002554/patioþold_10k-053118.htm

lgr l¡I

!¡tr ll!Í

Pðliût C¡ûá;ffie

.¿.-bú-

i

titúrtðGûö#
lrlñra à.ld

liCdr,b-

Map showing the location of our Vernal Project located in Centr¡l Wesfern Nevada.

Acquisítion of Interests - Vernal Project

Pursuant to a Property Option Agreement (the "BV Agree'nent'), dat€d as of July 25,2003, with MinQuest, Inc., a Nevada Company
('MinQuest ), we acquired the option to earn a l00o/o interest in the Bruner and Vernal mineral exploration properties located in
Nevada. Together, these two properties originally consisted of 28 unpaùenûed mining claims on a ùotal of 560 ac¡es in the northwest
tending Walker Lane located in westem cental Nevada.
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To date, the Company has paid the option paym€,nts and made the expenditures nec€ssriry to satisff the requirements of the BV
Agreement and, 100% interest in tlese two properties was therefore transfened to Patriot, subject to MinQuest ¡6¡¿ining a3%o royalty.
All mining interests in the properties are subject to MinQuest retaining r 3%o royalty of the aggregate proceeds from any smeltsr or
other purchaser of any ores, concenû:¿tes, metals or other material of commercial value produced from the properly, minus the cost of
transportation of the ores, conoentrates or metals, including related insurance, and smelting and refining charges. Pursuant to the BV
Agreement, we have a one-time option to purchase a portion of MinQuest's royalty interest at a rate of $ 1,000,000 for each lYo. We

may exercise our option 90 days following completion of a bankable feasibility study of the Bruner and Vernal properties, which, as it
relates to a mineral resourrce or reserye, is an evaluation of the economics for the extraction (mining), processing and marketing of a
defined ore reserve that would justifu financing from a banking or financing institution for putting the mine into production.

On April 16, 2010, the Company entered into an Assignment Agreement with its wholly owned subsidiary, Provex Resources, Inc.,
(now Goldbase, Inc.) a Nevada Company, to assigrr ttre exclusive option to an undivided right, title and interest in the Bruner, Bruner

Expansion and Vernal properties to Provex. Pursuant to the Agreement, Provex assumed the rights, and agreed to perform all of the

duties and obligations, of the Company arising under the original property option agreements.

InApril 2017,Canamex Resources purchased our interest in the Bruner properties for US$1.0 million cash, and we retained a two
percent net smelter return royaþ on the Bruner properties including any claims acquired within a two-mile area of interest a¡ound the

existing claims. Additionally, Canamex has the option to buy-down half of the NSR royaþ retained by Pafüot for US$5 million any
time during a five-year period following closing of the purchase and sale agteement.

Descrlptlon ¡nd Location of the Vernal Property

The Vernal Property is located approximately 140 miles east-southeast of Reno, Nevada on the west side of the Shoshone Mountains.

Access ûom Fallon, the closest town of any size, is by 50 miles of paved highway and 30 miles of gravel roads. The Company holds

the property via 12 unpaærrted mining claims (approximately 248 acres). The Company has a 100% interest in the Vemal property,

subject to an existing royaþ

Exploratlon History of the Vern¡l Property

Historical work includes numerous short adits consffucted on the Vernal Property between 1907 and 1936. There appears to have been

little or no mineral production.

The Vemal Property is underlain by a thick sequence of Tertiary age rhyolitic volcanic rocks including tuffs, flows and intrusives. A
volcanic centpr is thought ûo underlie the district, with an intruding rhyolite plug dome (a domal feature forrred by the extrusion of
viscous quartz-rich volcanic rocks) thought to be closely related to mineralization encormtered by the geologists of Amselco, the U.S.

subsidiary of a British company, who explored the Vernal Property back in the 1980's, and who in 1983 mapped, sampled and drilled
the Vernal Property. Amselco has not been involved with the Vemal Property over the last 20 years and is not associaûçd with our option
on the Vernal Property or the exploration work being done. A 225 foot wide zone of poorþ outcropping quartz stockworks (a multi-
directional quartz veinlet system) and larger veining tends exist northeast from the northern margin of the plug. The veining consists of
chalcedony containing l-5o/o pynte. Cþ alteration of the host volcanics is stong. Nortltwest üending veins a¡e also present but very
poorþ exposed. Both directions carry gold values. Scattered vein float is found over the plug. The most signif,rcant gold values in rook

chips come from veining in tuffaceous rocks north of the nearly east-west contact of the plug. This area has poor exposure, but
sarnpling of old dumps and surface workings show an open-ended gold anomaly that measures 630 feet by 450 feet.

The Vernal Property claims presentþ do not have any known mineral reserves. The property that is the subject of our mineral claims is

undeveloped and does not contain any conunercial scale open-pits. Numerous shallow underground excavations occur within the

central portion of the property. No reported historic production is noted for the properly. TÏere is 1e mining plant or equipment located

on the property that is the subject of the mineral claim. Cunently, tlere is no power supply to the mineral claims. Although drill holes

are present within the property boundary, there is no known drilled reserve on our claims.

t4
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In July 2003 and again in lltme 2017, mcmbers of ow Board of Directo¡s and geology t€am made an onsite inspeotion of the Vemal
property. Mapping (tho process of laying out s grid on the land for a¡ea ideilúification where samples are taken) and sempling (the
process of ta&ing small quantitier of soil and rcck for aoalysis) have been completed" In Ma¡ch 2005, the Company initiated the pnocess

ûo secure thc prcpcr p€rmits for ücnching md gcochc,mical sanpling ftom the U.S. Fo¡est Service.

Our explorotion of the Vern¡l Proporty to dato hts oonsist€d of geologic måppin& feirching and rock chip geoche,nioal sampling. The
Board of Dircsûon apprrovcd a budgct of approximaæly $55,000 (inclr¡ding the refuudable bond of $900) for the Vemat property. An
exploration progrs¡n was conducted in Novcmber 2008. The program oonsist€d of 200 feet of trenohing, sampling 6¡d m¡I¡ping, and

opening; û¡pping aod ganpling of an undorground workings consistíng of approximaæly 275 feet of workings. The Conpany is
continuing to evaluafc t&e Vcm¡l P¡operty.

In Septambor 20l7,we rclo¿ssd a National Instn¡mont 43-l0l Technioal Report on the Vern¿I.

Plrnned Erplorrüon

the Compmy's sl¡ûtnt objoctivos ar€ to srsoss the geological merits ¡nd if warranted and feasible estsblish an exploration program to
id€rúiry thc potcntial for cconomicaþ viablo mineralizatío'n Tho cost of an cxploration plan has not yet been dctermined therefore
estiñat€d cxploration øqsrdituúcs ar€ not availablc at this time. The Company recognÍzcs thåt thc Venral Property is an early-stage
exploratim opportuníty and thcrc are cuncntþ no provenr or probable reservee.

Uô¡tlylsL.hnsrfi

Àcqukldon of Inüere¡t

In M¿y 2015, afrñ a rcvicw of historicel records and inform¡tion availablc regruding I poûclúial min€ral property int€rest in Chr¡¡chill
County, Nwad4 the Company acquired the Windy Peak Property, (reforred to herein as tùe "IVindy Peak Ploperty," nlVindy PealC'or
the 'Pmpert¡/). This eæly-stage oxploration project was sscured through lhe oompletion of an Assignment and Assumption
Agf€€m€ûr lVindy Pcak has bccn vísitcd þ dirccúors and tcchnical stafrof fte Compmy sev€ral tímcs in 2017 and 2018.

Thc lYlndy Peek Property Loc¡don ln Nov¡d¡

t5
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Description ¡nd Location of the rilindy Peak Property

The Windy Peak Properry consists of 114 unpatented mineral claims covering approximately 2,337 contiguous acres, 3 miles NNE of
the Bell Mountain and 7 miles east of the Fairview mining diskict in southwest Nevada. Windy Peak is approximately 45 miles
southeast of Fallon and,5 % miles south of Middlegate. The Property is a contiguous claim block. Access to the project area is by paved
highway, followed by a short sfretch of gravel road.

Access to the Windy Peak Property is from U.S. Highway 50, thence south via Highway 361 to an unmarked dirt road that heads west
along the south side of an unnamed wash referred to as Windy lüash. The dirt road exits Highway 95 nea¡ the border of Sections 27 &
34. The Bell Mormtain quadrangle (datÊd 1972) shows an older dirt road that follows the floor of the wash. About 2 miles along the dirt
road, trenching and cutting oftrails to access various portions ofthe Property have exteirsively disturted the hill. The dirt road is in
good condition, however the steeper trails near Windy Peak require a 4-wheel-drive for access. There is no plant, equipment, water
source nor power currently on site. Power could be provided by portable diesel-powered generaùors. Non potable water may be sowce
able on site for drilling, mining and milling purposes.

The Properfy claims a¡e held as unpatented federal land claims administcred under the Departrnent of Interior, BLM. In order to acquire
an unpatented mineral claim the land must be open to mineral entry. Federal law specifies ttrat a claim must be located or "staked" and
site boundaries be distinctþ and clearly marked to be readily identifiable on the ground in addition ûo filing the appropriate state and or
federal documentation such as Location Notice, Claim Map, Notice of Non-liability for Labor and Materials Furnished, Notice of
lntent to Hold Mining Claims, Maintenance Fee Payment and fees to seoure the claim. The State may also establish additional
requirements regarding the manner in which mining claims and sites a¡e located and recorded. An unpatented mining claim on U.S.
govemment lands establishes a claim to the locatable minerals (also referred to as stakeable minerals) on the land and the right of
possession solely for mining purposes. No title ùo the land passes to the claimant. If a proven economic mineral deposit is developed,
provisions of federal mining laws permit owners of unpatented mining claims to patent (to obtain title to) the claim. The Property
surface estate and mine¡al rights are federally owned and subject to BLM regulations. None of the Property claims have been legally
surveyed. Although our legal access to rrnpatented Fedsral claims oannot be denied, staking or operating a mining claim does not
provide the claim holder exclusive rights to the surface resowces (unless a right was determined under Public Law 84-167), establish
residency or block access to other users. Regulations managing the use and occupancy of the public lands for developmeirt of locatable
mineral deposits by limiting such use or ocoupancy to that which is reasonably incident is found in 43 CFR 3715. These Regulations
apply ûo public lands administered by the BLM.

Annual maintenance fees paid to the BLM and recording fees must be paid to the respective county on or before September I of each
year to keep the claims in good standing, provided the filings are kept current these olaims can be kept in perpetuity.

Past Exploratlon ln the Windy PeakArea

Fairview District

The Windy Peak area has been considered to be part of, or at least an extension of, the Fairview District, which, is located on Fairview
Peak about 6 miles \ryNW of Hill 6483. Both areas a¡e within the Fairview Peak caldera but their geochemical differences indicate they
are not related.

lYindy Peak

Published information regarding the Windy Peak area refers to a small leach pad at the Cye Cox prospect at Hill 6483. This exploration
was located adjacent to but not on our northern claim block. According to historical reports, an initial 6 claims (Red Star) were staked
by Cye Cox of Fallon from 1945 to 1969. Subsequont lessees staked an additional 79 Red Star claims from 1978 to 1979. Cye Cox
together with Pete Erb and "Pine Nut" Forbush discovered high-grade gold on the south side of Hill 6483 in the Windy fault in 1970.
The presence of old timbers near a mostþ-covered hole at the western tench (about mile west of the Windy adit) indicates tlat they
also did some work there. After ñrther examination a plant with a 6-8" grwzly and trommel (21' x 30") was setr4r and oporated-

Exploration on and a¡ound the property has included geologic mapping, rock chip sampling, sagebrush biogeochernistry, VLF-EM,
VlF-resistivþ and magnetic geophysical surveys, and reverse circulation dri[ing. Various companiss, including Terraco Gold Corp,
Solitario Resources, Red Star Gold, Pegasus Gold Corp, Rio Tinto, and Kennecott, have conducted drilling on and around the property,
with more than 70 holes drilled. Limit€d small-scale mining activities have been conducted by various private parties since the 1940's,
including a small glory hole mined during the 1970's centered on Hill 6483. Previous work on the property included many vertical
reverse-circulation drill holes, which are not suited to testing the high-angle structures known to host the gold- bearing veins. Some of
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tle holes previousþ drilled a¡e infened to be too shallow to properþ test targets. The Company believes the high-grade stucturalþ
hosted gold potential on the properly has not been tesüed by previous drilling programs.

t6
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Geology of the Windy Peak PropertyArea

Review of late Tertiary epitherrral gold-silver deposits in the northern Great Basin, revealed that most deposits are spatially and
temporally related to two magmatic assemblages: bimodal basalt-rhyolite and westem andesite. The Faiwiew distict, ¡¡çluding the
Bell Mine, is related to a third, minor magmatic assemblage, *re late Eocene to early Miocene caldera complexes of the interior
andesite-rhyolite assemblage. This assemblage hosts the giant late-Oligocene Round Mountain deposit plus smaller deposits in the
Atlantâ, Fairview, Tuscarora, and Wonder mining disticts. The yormgest rocks in the interior andesite-rþolite assemblage are in the
Fairview and Tonopah mining districts. Recent studies have shown that the megmatism associated with the interior andesite rhyolite
assemblage had a close spatial and temporal association with cn¡stal extension, and that these magmas may have been formed by
partial mixing of mantlederived basal with crustal melt.

Pl¡nned Exploration

The Company has planned an exploration program to assess the potential for economically viable mineralization. The exploration
progrr¡m has been perrnitted by the BLM. The Company plans to initiate drilling in the summer of 2018. The Company recognizes that
Windy Peak is an early-stage exploration opportunity and there are currentþ no proven or probable reserves.

Item3. LegalProceedings

There are no pending legal proceedings involving the Company or in which any director, officer or afüliate of the Company, any owrrer
of record or beneficially of more than 5%o of any class of voting securities of the Company, or security holder is aparty adverse to the

Company or has a material interest adverse to tle Company.

Item 4. Mine Safety Disclosures

The Dodd-Frank Wall Street Reform and Consumer Protection Act (the "Act') and Item lO4 of Regulation S-K require certain mine
safety disclosures to be made by companies that operate mines regulaûed under the Federal Mine Safety and Hcalth Act of 1977.
However, the requirements of the Act and Item lM of Regulation S-K do not apply as the Company does not engage in mining
activities. Therefore, the Company is not required to make such disclosures.

l7
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The issuer's rrevenues for its most recent fiscal year were $864,779.

The aggregaûe market value of the voting and non-voting comÍron equity held by non-affiliates computed by reference to the average

bid and asked price of such common equity as ofNove,mber 30, 2018 was approximately $3,046,932.

The number of shares of the issuer's common stock issued and outstanding as ofAugust 29,20L9 was 74,280,354 shares.
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Glossarv of Mining Terms

Adlt(s). Hisùoric working driven horizontally, or nearly so ínto a hillside to explore for and exploit ore,

Àir track holes. fhill hole constructed with a small portable drill rig using an air-driven hammer.

Core holes. A hole in the ground that is left after the process where a hollow drill bit with diamond chip teeth is used to drill into the
ground. The center of the hollow drill fills with the core of the rock that is being drilled into, and when the drill is extracted, a hole is
left in the g¡ound.

Geochemlcal sampling. Sample of soil, rock, silt, waùer or vegetation analyzed to detect the presence of valuable metals or other
metals which may accompany them. For example, arsenic may indicate the presence of gold.

Geologlc mapping. Producing a plan and sectional map of tle rock t¡4rcs, stuchre and alteration of a property.

Geophyslcal survey. Electrical, magnetic, gravity and other means used to detect features, which may be associated with mineral
deposits.

Ground magnetlc survey. Recording variations in tle earth's magnetic field and plotting same.

Ground radiometric sunvey. A survey of radioactive minerals on the land surface.

Leachlng. Leaching is a cost-effective process where ore is zubjected to a chemical liquid that dissolves the mineral component from
ore, and then the liquid is collected and the metals extracted from it.

Level(s). Main underground passage driven along a level course to afford access to stopes or workings and provide ventilation and a
haulage way for removal of ore.

Magnetic lows. An occuIrence that may be indicative of a destruction of magnetic minerals by later hydrothermal (hot water) fluids
that have come up along faults. These hydrothermal fluids may in tum h¿ve carried and deposited precious metals such as gold and/or
silver.

P¡tented or Unpatented Mining Cl¿ims. In this Annual Report, there are references to 'þatented" mining claims and "unpatented"
mining claims. A patonted mining claim is one for which the United States government has passed its title to the claimant, giving that
person title to the land as well as the minerals and other resor¡rces above and below the surface. The patented claim is then teated like
any otherprivate land and is subject to local property ta¡<es. An rnpatented mining claim on United States government lands establishes
a claim to the locatable minerals (also referred to as stakeable minerals) on the land and the right of possession solely for mining
purposes. No title to the land passes to the claimant. If a proven economic mineral deposit is developed, provisions of federal mining
laws permit owners of rmpatented mining claims to patent (to obtain title to) the claim. If one purchases an unpatented mining claim
that is later decla¡ed invalid by the United States government, one could be evicted.

Plug. Avertical pipeJike body of magma representing a volcanic vent similar ûo a dome.

Quark Stockworks. Amulti-directional system of quartz veinlets.

RC holes. Short fonn for Reverse Circulation fhill holes. These are holes are left after the process of Reverse Circulation Drilling.

Reserve. That part of a mineral deposit which could be economically and legally exhacted or produced at the time of the reserve
determination. Reserves a¡e customarily stated in terms of "ore" when dealing with metalliferous minerals; wheir other materials such
as coal, oil, shale, tar, sands, limestone, etc. are involved, an appropriate term such as "recoverable coal" may be substituted.

11
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Resource. 4lr ssrimate of the total tons and grade of a mineral deposit defined by surface sampling, drilling and occasionally
underground sampling of hisûoric diggings when available.

Reverse clrculatlon drllling. A less expensive form of drilling than coring that does not allow for the rccovery of a tube or core of
rock. The material is brougbt up from depth as a series of small chips of rock that a¡e then bagged and sent in for anaþis. This is a
quicker and cheaper method of drilling but does not give as much infornration about the undedying rocks.

Rhyolite plug dome. A domal feature formed by fle extrusion of viscous quartz-rich volcanic rocks.

Scintlllometer survey. A survey of radioactive mine¡¿ls using a scintillometer, a hand-held highly accurate measuring device.

Scoping Study. Adetailed study of the various possible methods to mine a deposit.

Silicic dome. A convex landform created by extuding quark-rich volcanic rocks.

Stope(s). An excavation from which ore has been removed from sub-vertical openings above or below levels.

Tertlary. That portion of geologic time that includes abundant volcanism in the western U.S.

Tfenching. A cost-effective way of examining the struchue and nature of mineral ores beneath gravel cover. It involves digging long
usually shallow ffenches in carefully selected areas to expose unweathered rock and allow sampling.

Volcanic center. Origin of major volcanic activity

Volcanocl¡stic. Coarse, unsorted sedimentary rock formed from erosion of volcanic debris.

lll
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X'orw¿rd-Looking Ståtements

This Annual Report on Form l0-K contains forward-looking information. Forwa¡dJooking information includes stat€merits relating to
future actions, prospective products, fuhne performance or results of current or anticipated products, sales and marketing efforts, costs
and expenses, interest rates, outcome of contingencies, financial condition, results of o¡rerations, liquidity, business strategies, cost

savings, objectives of management of Patriot Gold Corp. (hereinafter referred to as the "Compan¡" "Patriot Gold" or'lve') and other
matters. ForwardJooking information may be included in this Annual Report on Form l0-K or may be incorporated by reference from
other documents filed with the Securities and Exchange Commission (the *SEC") by the Company. One can find many of these

st¿tements by looking for words including, for example, "believes,"'oexpects," "anticipates," "estimates" or similar expressions in this
Annual Report on Form lO-K or in docr¡ments incorporated by reference in this Annual Report on Form l0-K. The Company
undert¿kes no obligation to publicly updaæ or reyise any forward-looking statements, whether as a result of new information or future
events.

The Company has based the forwa¡dlooking statements relating to the Company's operations on management's current ex¡lectations,

estimates and projections about the Company and the industry in which it operates. These staternents ar€ not guaxaûtees of friture
performance and involve risks, uncertainties and assumptions that we cannot predict. In particular, we have based many of these
forwardJooking statements on assumptions about future eveirts that may prove to be inaccurate. Accordingly the Company's actual
results may differ materially from those contemplated by these forward-looking statements. Any differences could result from a variety
of factors, including, but not limited to general economic and business conditions, competition" a¡d other factors.

lv
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PARTI

Item 1. Descrlption of Business

We a¡e engaged in natural resowce exploration and acquiring, exploring, and developing natural resource properties. Cunentþ we are

undertaking exploration and development programs in Nevada.

Develop@!¡ll3usigssg

WewereincorporatedinthestateofNevadaonNovember30, 1998. InJune2003,theCompanyfiledAmendedandRestatedArticles
of Incorporation with the Secretary of State of Nevada changing its name to Patriot Gold Corp. and moving the Company into its
current business of natural resource exploration and mining. On June 17,2003, the Company adopted a new trading syrrbol - PGOL- to
reflect the narne change. The Company has been in the resource exploration and mining business since June 2003.

On April 16,2010, we caused the incorporation of our wholþ owned subsidiary, Provex Resources Inc. ("Provex") under tïe laws of
Nevada.

On April 16, 2010, the Company entered into an Assignment Agreement with Provex to assip the exclusive option to an undivided
right, title and interest in the Bruner and Vernal properties and the Bruner Expansion property to Provex. Pursuant to the Assignmetrt

Agreements, Provex assumed the rights, and agreed to perform all of the duties and obligations, of the Company arising under the

Bruner and Vemal Property Option Agreement and the Bruner Property Expansion Option Agreement. Provex's only assets are the
aforementioned agreements and it does not have any liabilities.

On May 28,2010, Provex entered into an exclusive right and option agreement with Canamex Resources Corp. ('Canamex") whereby

Canarnex could ea¡n up to 75Yo in the Bruner and the Bruner Property Expansion. Canamex agreed to spend an aggregate total of US

$6 million on exploration and related expenditures over the ensuing seven years whereupon Provex agreed to grant the right and option
to eam a vested seventy percent (70Yo) nd an additional five percent (5%o) upon delivery of a bankable feasibility study.

On February 28,201,1, the Company entered into an Exploration and Option to Enter Joint Venture Agreement with Idaho State Gold
Company, LLC, CTSGC") whereby the Company granted the option and right to earn a vested seventy percent (70%) interest in the

property and the right and option to form a joint venhre for the management and ownership of the properly called the Moss Mine
Propefy, Mohave Counry Arizona (the "Moss Property' or "Moss Mine Property"). Upon execution of the agreement ISGC paid the

Company $500,000 USD and agreed to spend an aggregate total of $8,000,000 USD on exploration and related expenditures over the

ensuing five years. Subsequent to exercise of the earn-in, ISGC and the Company agreed to form a 70130 joint ventu¡e.

In March 2011, ISGC transferred its rights to the Exploration and Option to Enter Joint Venture Agreement dated February 28,2011,to
Northern Vertex Capital Inc. ('Northem Vertex").

On May 12,2016, the Company entered into a material definitive Agreement for Furchase and Sale of Mining Claims and Escrow

Instnrctions (the "Purchase and Sale Agreement") with Golden Vertex Corp., an A¡izona corporation ("Golden Vertex," a wholly-
owned Subsidiary of Northern Vertex) whereby Golden Vertex agreed ûo purchase the Company's remaining 30% working interest in
the Moss Gold/Silver Mine for C$1,500,000 (the "Purchase Price') plus a 3% net smelter retum royaþ Specifically, the Company

conveyed all of its right, title and interest in those certain patented and unpatented lode mining claims situated in the Oatman Mining
District, Mohave County, Arizona (the "Claims") together with all exhalateral and other associated rights, water rights, tenements,

hereditaments and appurtenances belonging or appertaining thereûo, and all rights-of-way, easemsrts, rights of access and ingress to
and egress from the Claims appurtenant thereto and in which Seller had any interest (collectively, the *Properly'). The Purchase Price

consisted of C$1,200,000 in cash payable at closing and tle remaining C$300,000 was paid by the issuance of Northem Vertex

cornmon shares to the Company valued at $0.35 (857,140 shares), issued pursuant to the üenns and provisions of an invesfrnent

agreement (the "Investnent Agreemenf) entered between the Company and Northern Vertex conkmpoftuleor¡s to the Purchase and

SaleAgreement.

I
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On April 25,2017, Provex and Canamex Resources Corp. entered into a purchase and sale agreement whereby Canamex Resources
purchased Patriot Gold's 30 percent working interest in the Bruner gold/silver mine project for US$1.0 million cash, and the retention
of a net smelter return ('NSR') royaþ on the Bruner property including any claims acquired within a two-mile area of interest around
the existing claims. Additionally, Canamex has the option to buy-down half of the NSR royaþ retained by Patiot for US$5 million
any time during a five-year period following closing of the purchase and sale agreçment. The Company recognized a gain on sale of
mineral properties of $1,000,000 from the sale of the Bruner in its Cousolid¿ted Statement of Operations.

On May 23, 2017, the Company caused the incorporation of its wholly owned subsidiary, Patiot Gold Canada Corp ("Patriot
Canada'), underthe laws of British Columbia, Canad¿.

On January 17, 2018, the Company designated 13,500,000 shares of the authorized and unissued preferred stock of the company a{¡

"Series A Preferred Stock" by filing an Amended and Restated Certificate of Designation with the Se cretary of State of Nevada.

On May 7, 2AL8, the Company caused the name change of our wholly owned subsidiary, Provex Resources Inc. to Goldbase, Inc.
("Goldbase") under the laws of Nevada.

Business Operations

We are a natr¡ral resor¡rce exploration and mining company which acquires, explores, and develops natural resor¡rce properties. Our
primary focus in the natural resource sector is gold.

The sea¡ch for valuable natural resources as a business is extremely risþ. We can provide investors with no assurance that the
properties we have either optioned or purchased contain commercially exploitable reserves. Exploration for mineral rçserves is a
speculative venture involving substantial risk. Few properties that are explored are ultimately developed into producing commercially
feasible reserves. Problems such as unusual or unexpected formations and other conditions are involved in mineral exploration and

often result in rmzuccessful exploration efforts. In such a case, we would be unable to complete orn business plan and any money spsnt
on exploration would be lost.

Natural resourcs exploration and development requires sigrrificant capital and our assets and resources a¡e limited. Therefore, we
anticipate participating in the natural resource industry tbrough the selling or partnering of our properties, the purchase of small
interests in producing properties, the purchase of properties where feasibility studies already exist or by the optioning of natu¡al
resource exploration and development projects. To date, we have three gold projects located in the southwest United States. In May
2016, we sold our interest in the Moss Mine project and retained a royaþ In April 2017 , we sold our interest in the Bruner project and

retained a royalty leaving our project invenûory üo consist of the Vernal project, the Windy Peak project and the R¿inbow Mountain
project.

Financing

There was $2,000 of financing activities undertaken by the Company dwing the fiscal year ended May 31,2019 through tle exercise of
stock options. Due to the commencement of the royalties from the Moss mine, management estimates that the Company will not
require additional funding for the Company's planned operations for the next twelve months.

Coq¡¡etition

The mineral exploration industry, in general, is intensely competitive and even if commercial quantities of ore a¡e discovered, a ready
market may not exist for sale of same. Numerous factors beyond our contol may affect the ma¡ketability of any substances discovered.
These factors include market fluctuations, the proximity and capacity of natural resource markets and processing equipmenÇ
govemment regulations, including regulations relating to prices, taxes, royalties, land tsnure, land use, importing and exporting of
minerals and environme,ntal protection. The exact effect of these factors cannot be accrnately predicted, but the combination of these

factors may rezult in our not receiving an adequate retum on invested capital.

.,
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Comfiliance with Governmcnt Re@

Minìng Control ønd Reclamatíon Regulalíans

The Surface Mining Control and Reclamation Act of 1977 ("SMCRA") is administered by the Office of Surface Mining Reclamation
and Enforcement ("OSM') and establishes mining, environmental protection and recla¡nation standards for all aspects of U.S. surface

mining, as well as many aspects of underground mining. Mine operaûors must obtain SMCRA permits and permit renewals for mining
operations from the OSM. Although state regulatory agencies have adopted federal mining prograrns under SMCRA, the state becomes

the regulatory authority. States in which we expect to have active future mining operations have achieved prinary contol of
enforcement through federal authorization.

SMCRA permit provisions include requirements for prospecting including mine plan development, topsoil rernoval, storage and
replacement selective |¡s¡rdling of overburden maùerials, mine pit backfrlling and grading, protection of the hydrologic balance,

subsidence control for underground mines, surface drainage contol, mine drainage and mine discharge contol and teahent and re-
vegetation.

The U.S. mining pemrit application process is initiated by collecting baseline data to adequately characterize the pre-mining
environmental condition of the permit a¡ea. We will deveþ mine and reclamation plans by utilizing this geologic d¿ta and

incorporating elements of the environmental data. Our mine and reclamation plans incorporate the provisions of SMCRA, state
prograrns and complemeirtary environmental programs which impact mining. Also included in the permit application a¡e documents

defining ownership and agreements pertaining to minerals, oil and gas, water rights, rights of way and surface land and docunents
required of the OSM's Applicant Violator System, including the mining and compliance history of ofIïcers, directors and principal
stoclùolders of the applicant.

Once a permit application is prepared and submitted to the regulatory agency, it goes through a completeness and technical review.
Public notice of the proposed permit is given for a comment period before a permit can be issued. Some SMCRA mine permit
applications take over a year to prepare, depending on the size and complexity of the mine and often take six months to two years ûo be

issued. Regulatory authorities have considerable discretion in the timing of the permit issuance and the public has the right to comment
on, and otherwise €ngage in, the permitting process including public hearings and intervention by the coìrrts.

Surface Disturbønce

All mining activities govemed by the Bureau of Land Manageme,nt ("BLM") require reasonable reclamation. The lowest level of
mining activity, oocasual use," is designed for the miner or weekend prospecúor who creates only uegligible surface disturbance (for
example, activities that do not involve the use of earth-moving equipment or explosives may be considered casual use). These activities
would not require either a notice of intent to operate or a plan of operation. For further information regarding surface management
ierms, please refer to 43 CFR Chapter II Subchapter C, Subpart 3809.

The second level of activity, where surface distu¡bance is 5 acres or less per year, requires a notice advising the BLM of the anticipated
work 15 days prior to commencement. This notice must be fïled with the appropriate field office. No approval is needed although
bonding is required. State agencies must be notified ùo enswe all requirements are met.

For operations involving more than 5 acres total surface disturbance on lands subject to 43 CFR 3809, a detailed plan ofoperation must
be filed with the appropriaûe BLM field office. Bonding is required to ensure prop€r recLamation. An Envi¡onmental Assessmont @A)
is to be prepared for all plans of operation to determine if an Environment¿l Impact Statement is required. A National Environmental
Policy Act review is not required for casual use or notice level operations unless those operations involve occupancy as defined by 43

CFR 3715. Most occupancies at the casual use and notice level inArizona are covered by a programmatic EA.

An activity pemrit is required when use of equipment is utilized for the purpose of land stripping, earthmoving, blasting (except
blasting associated with an individual source permit issued for mining), tenching or road constuction.

3
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Future legislation and regulations are expected to become increasingly restrictive and there may be more rigorous enforcement of
existing and ñ¡ture laws and regulations and we may experience zubsta¡tial increases in equipment and operating costs and may
experience delays, intemrptions or termination of operations. Faih¡¡e to comply with these laws and regulations may result in the

assessment of administrative, civil and criminal fines or penalties, the acceleration of cleanup and site restoration costs, tlre issuance of
injunctions to limit or cease operations and the suspension or revocation of permits and other enforc€ment measures that could have the
effect of limiting production from our future operations.

Tlesptssìng

The BLM will prevent abuse of public lands while recognizing valid rights and uses under the mining laws. The BLM will take

appropriate action ûo eliminate invalid uses, including unauthorized residential occupancy. The Interior Board of Land Appeals (IBLA)
has found that a claim may be declared void by the BLM when it has been located and held for purposes other than the mining of
minerals. The iszuance of a notice of tespass may occur if an unpaûenûed claim/site is:

(1) used for a home site, place of business, or for other purposes not reasonably related to mining or milling
activities;

used for the mining and sale of leasable minerals or mineral mâterials, such as sand, gravel and certain types of
building stone; or

located on lands that for any reason have been withd¡awn from location after the effective date of the

withdrawal.

Trespass actions a¡e ûaken by the BLM Field Offtce.

Enví¡onmentøl Lsws

We may become zubject to various federal and state environmental laws and regulations that will impose significant re4uirements on
our operations. The cost of complying with current and future environmental laws and regulations and our liabilities arising from past

or future releases of, or exposure to, hazardous substances, may adversely affect our business, results of operations or financial
condition. In addition, environmental laws and regulations, particularly relating to air emissions, can reduce ourprofitabilþ Numerous
federal and state governmental permits and approvals are required for mining operations. When we apply for these pel:nits or
approvals, we may be required to prepare and present to federal or sùate authorities data pertaining to the effect or impact that a
proposed exploration for, or production or processing of, may have on the environment. Compliance with these requirements can be

costþ and timeconsuming and can delay exploration or production operations. A failure to obtain or comply with permits could result
in significant fines and penalties and could adverseþ affect the issuance of other permits for which we may apply.

Cleqn WøterAct

The U.S. Clean Water Act and corresponding state and local laws and regulations affect mining operations by restricting the discharge

of pollutants, including dredged or fill materials, into waters of the United States. The Clean rWater Act provisions a¡d associated state

and federal regulations are complex and subject to amendments, legal challenges and changes in implernentation. As a result of court
decisions and regulatory actions, permitting requirements have increased and could continue to increase the cost and time we expend

on compliance with water pollution regulations. These and other regulaúory requirements, which have the potential to change due to
legal challenges, Congressional actions and other developments increase the cost o{ or could evsn prohibit, certain current or futu¡e
mining operations. Our operations may not always be able to remain in frrll compliance with all Clean WaterAct obligations and permit
requirernents. As a result, we may be zubject to fines, penalties or changes to our operations.

Clean WaterAct requirements that may affect our operations include the following:

Sectíon 401

Section 404 of the Clean Water Act requires mining compaûies ûo obtain U.S. Army Corps of Engineers ('ACOE') permits to place
material in streams for the purpose of creating slurry ponds, water impounúnents, refuse areas, valley fïlls or othet mining activities.

(2\

(3)
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Our consfuction and mining activities, including our zurface mining operations, will frequentþ require Section 404 permits. ACOE
issues two t¡ryes of permits pursuant to Section 404 of the Clean Wate¡ Act: nationwide (or 'þneral") and 'individuaf' permits.

Nationwide permits are issued to sheamline the permitting process for dredging and filling activities that have minimal adverse

environmental impacts. An individual permit typically requires a more comprehensive application process, including public notice and

comment; howeveç an individual pe,mit can be issued for ten yeani (and may be extended thereafter upon application).

The issuance of permits to consûuct valley fìlls and refuse impoundments under Section 404 of the Clean Water Act, whether general

permits commonly described as the Nationwide Permit 21 (NWP 2l) or individual permits, has been the subject of many recent court
cases and increased regulaüory oversight. The results may materially increase our permitting and operating costs, permitting delays,
suspension ofcurrent operations anüor prevention ofopening new mjnes.

Ennþves

Currently, our offrcers and directors provide planning and organizational services for us on an as-needed basis, and our administrative
and office staff also works on an as-needed basis. Some of the field work is completed by service providers and/or exploration
parürers. All of the operations, technical and otlrerwise, are overseen by the directors of the Company.

Subsidiaries

OnApril 1ó, 2010, we caused the incorporation of our wholly owned subsidiary, Provex Resowces, Inc., under the laws of Nevada. On
April 16, 2010, the Company entered into an Assignment Agreement to assign the exclusive option to an undivided right, title and

interest in the Bruner and Vernal properly; and the Bruner Property Expansion to Provex. Pursuant to the Assignment Agreement
Provex assumed the rights, and agreed to perform all of the duties and obligations, of the Company arising under the Bruner and Vemal
Properly Option Agreement; and the Bnrner Property Expansion Option Agreement. Provex's only assets a¡e the aforementioned
agreements and it does not have any liabilities.

On May 28, 2010, Provex Resources, Inc. entered into an exclusive right and option agreement with Canamex Resources Corp.
('Canamex ) whereby Canamex could eam up ûo a 75% undivided interest in the Bruner and the Bruner Property Expansion. Canamex
agrbed to spend an aggrcgate total of US $6 million on exploration and related expenditures over the ensuing seven years whereupon
the Company agreed to grant the right and option to ea¡n a vested seventy percent (70%) and an additional frve percent (5%) upon
delivery ofa bankable feasibility study.

On April 25, 2017, Provex and Canamex Resources Corp. enkred into a purohase and sale agreement whereby Cana¡nex Resources
purchased our 30-.per-cent working interest in the Bruner gold/silver mine p¡qjec1 for US$1.0 million cash, and the retention of a net
smelter return ('NSR ) royaþ on the Bruner property any claims acquired within a two-mile a¡ea of interest around the

existing claims. Additionally, Canamex has the option to buy-down half of the NSR royaþ for US$5 million any time during a five-
year period following closing of the purchase and sale agresment.

On May 23, 2017, the Company caused the incorporation of its wholly owned subsidiary, Patriot Gold Canada Corp ('Patriot
Canada'), under the laws of British Columbiq Canada.

On May 7,2018, the Company caused the name change of our wholly owned subsidiary, Provex Resou¡ces Inc. to Goldbase, Inc.
("Goldbase") under the laws of Nevada.

5
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Item lA. Risk f'rctors

Factors that MayAffect Future Results

1. lVe may require additional funds to achieve our business objectives ¡nd any inability to obt¡in funding will impact our
buslness.

We may incur operating losses in future periods because tlere a¡e expenses associated with the acquisition, exploration and

development of natural resoruce properties. We may need ûo raise additional ñ¡nds in the futu¡e tbrough public or private debt or eçity
sales to frrnd our future operations and fulfill conhactual obligations. These financings may not be available when needed and even if
these financings are available, they may be on tenns that we deem unacceptable or are materially adverse to your interests with respect

to dilution ofbook value, dividend preferences, liquidation preferences or other terrrs. Any inability to obtain financing could have an

adverse effect on our ability üo implernent our business objectives and as a result, could require us [q diminish or suspend our
operations or cause a materially adverse effect on our business. Obtaining additional financing would be subject to a mrmber of factors,

including the market prices for gold, silver and other minerals. These factors may make the timing, amount terms or conditions of
additional financing unavailable to us.

2. Because our Directors måy serye as offlcers ¡nd dlrectors of other companies engaged In mlner¡l exploratlon, a potential
conflict of interest could negatlvely impact our abillty to acqulre propertles to explore snd to run our buslness.

Ow Directors and Officers may work for other mining and mineral exploration companies. Due to time dernands placed on or¡r

Directors and Ofücers, and due to the competitive natu¡e of the exploration business, the potential exists for conflicts of interest to

occur from time to time that could adversely afrect our ability úo conduct our business. The Officers and Direcùors'employment and

afüliations with other entities limit the amount of time they can dedicate ûo us. Also, our Directors and Officers may have a conflict of
int€rest in helping us identiff and obtain the rights to mineral properties because they may also be considering the same properties. To

mitigate these risks, we work with several tecbnical consultants in order to ensure that we are not overly reliant on any one of our
Officers and Di¡ectors to provide us with technical seryices. However, we cannot be certain that a conflict of interest will not arise in
the future. To date, there have not been any conflicts of interest between any of our Directors or Officers and the Company.

3. Because of the speculattye n¡ture of exploration end developmenÇ there are substantlal rlsks ln our buslness model.

The search for valuable natural resor¡rces as a business is extemely risþ. tJVe can provide investors with no a¡isurance that the

properties we own contain commercially exploitable reserves. Exploration for natural resources is speculative and involves risk. Few
properties tlnt are explored are ultimaûely developed into producing commercially feasible reseryes. Problems such as unusual or
unexpected formations and other conditions a¡e involved in mineral exploration and often result in unsuccessfirl exploration efforts. In
such a case, we would be unable ûo complete our business plan.

4. Because of the unique difficultles ¡nd uncertalnties inherent in mlneral exploratlon and the mtning buslness, we face risks.

Potential investors should be awa¡e of the difüculties normally encountered by mineral exploration companies. The likelihood of
success must be considered in light of the problems, expenses, difficulties, complications and delays encountered in connection with
the exploration of the mineral properties that we plan to undertake. These potential problems include, but are not limited to,
unanticipated problerns relating to exploration and additional costs and expenses that may exceed current estimates. In addition, the

sea¡ch for valuable minerals involves numerous hazards which pose financial risks.

6
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5. Bec¡u¡e our opersting expenses may very, ss mty our revenues, profitability may be inconsistent.

We anticipate tlat our expenses may vary and so may ow revenues. Therefore, any profitability we may have could be inconsistent,

There is little history upon which to base any assumption as ûo the likelihood that we will be consistentþ profitable, and we can provide

investors with no assurance that we will generate consistent revenues or consistentþ achieve profitable operations.

6. Because ¡ccess to our ml¡s¡¡¡ clalns may be resûicted by lnclement weather, we mty be delayed in our exploratlon.

Access to our mineral properties may be restricted through some of the year due to weather in the area. As a rezult, any attempt to test

or explore the property is largely limited to tle times when weather pennits such activities. These limitations can result in significant

delays in exploration efforts.

7. Bec¿use ofthe speculative nature ofexploration ofmins¡sl properties, there is substantial risk.

The sea¡ch for valuable minerals as a business is extremeþ risþ. Exploration for minerals is a speculative venture involving

substantial risk. The expenditures to be made by us in the exploration of the mineral claims may not always result in the discovery of
economic mineral deposits. Problems such as unusual or unexpected formations and other conditions a¡e involved in mineral

exploration and often result in unsuccessfrrl exploration efforts.

8. Because of the inherent dangers involved in mineral exploration, there is liability risk.

The sea¡ch for valuable minerals involves numerous hazards. As a result, there is potential liability for hazards, including pollution,

cave-ins and other hazards against which we cannot insure or against which \re may elect not ûo insure.

9. lVe are heavlly dependent on our CEO and PresidenL

Ow success depends heavily upon the continued conhibutions ofour CEO and President, whose knowledge, leadership and technical

expertise would be difücult to replace. Our success is also dependent on our ability to retain and attract experienced engineers,

geoscientists and other technical and profossional staf. We do not maintain key man insurance. If we were to lose our CEO and

Preside,nt, our ability to execuûe our business plan could be hamred.

7
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Risks Related to Legal Uncertainties and Regtdel¡Q[Ë

10. As we undertake exploratlon and development of our mineral clalms, we wlll be sublect to compllance wlth government
regulatlon whlch may lncre¡se the entlcþated cost of our exploration programs.

There are several governmental regulations that materially restict mineral exploration. We will be subjoct to the federal, state and local
laws as we carry out our exploration program. We may be required to obtain work permits, post bonds and perform remediation work
for any physical disturbance to the land in order to comply with these laws. While our planned exploration and development program

budgets for regulatory compliance, there is a risk that new regulations could increase our costs of doing business and prevent us from
carrying out our exploration and development progralns.

Item 18. Unresolved St¡ff Comments

There a¡e no unresolved staff comments.

Item 2. Description of Properties.

We do not lease or own any real property for our corporate ofñces. \U'e curently maintain our corporaûe ofüce on a month-üo-month
basis at 3651 Lindell Roa{ Suite D165, Las Vegas, Nevada 89103. Management believes that our office space is suitable for our
current needs.

Our property holdings as of May 31,2019 consist of the Vernal Property, Windy Peak Property and Rainbow Mounüain Property.

Vernal Prolect
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Mep showlng the loc¡don of ourVernal Pro¡ect loc¡tßd ln Centrrl We¡tern Nev¿da.
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Acquisitlon of Interests - Vernal Proiect

Pursuant to a Property Option Agreement (the 'BV Agreemenf ), daùed as of July 25 , 2003 , with MinQuest, Inc . , a Nevada Company
("MinQuest'), we acquired the option to eam a 100% interest in the Bruner and Vernal mineral exploration properties located in
Nevada. Together, these two properties originally consisted of 28 unpatented mining claims on a total of 560 acres in ttre northwest
tending Walker Lane located in western central Nevada.

To date, the Company has paid the option payments and made the expenditures necessary to satisff the reçirements of the BV
Agreement and 100% interest in tlese two properties was therefore hansferred to Patriot, subject to MinQuest retaining a 3%o rcyalty,
All mining interests in the properties are zubject ûo MinQuest retaining a 3Yo royalty of the aggregate proceeds from any smelter or
otler purchaser of any ores, concentates, metals or other material of commercial value produced from the properly, minus the cost of
tansportation of the ores, concentrates or metals, including related insurance, and smelting and refining charges. Pursuant to the BV
Agreement we have a one-time option to purchase a portion of MinQuest's royaþ interest at a rate of $1,fi)0,000 for each l%ó, We
may exercise our option 90 days following completion of a bankable feasibility study of the Bruner and Vernal properties, which, as it
relates to a mineral resource or reserve, is an evaluation of the economics for the extraction (minins), processing and marketing of a
definçd ore reserye tbat would justify financing from a banking or financing institution for putting the mine into production.

On April 16, 2010, the Company entered into an Assignment Agreement with its wholly owned subsidiary, Provex Resources, Inc.,
(now Goldbase, Inc.) a Nevada Compan¡ to assign the exclusive option to an undivided right, title and interest in the Bruneç Bruner
Expansion and Vernal properties to Provex. Pursuant to the Agreement, Provex assumed the rights, and agreed to perform all of the

duties and obligations, of the Company arising under the original property option agreements.

InApril 2017, Canamex Resowces purchased our interest in the Bruner properties for US$1.0 million casb, and we retained a two
percent net smelter retum royaþ on the Bruner properties including any claims acquired within a two-mile area of interest around the

existing claims. Additionally, Canamex has the option to buy-down half of the NSR royaþ ret¿ined by Patiot for US$5 million any
time dwing a five-year period following closing of the purchase and sale agreement.

Descriptlon end Location of the Vernal Property

The Vemal Properly is located approximately 140 miles east-southeast of Reno, Nevad¿ on tJre west side of the Shoshone Mountains.
Access from Fallon, the closest town of any size, is by 50 miles of paved highway and 30 miles of gravel roads. The Company holds
the properfy via 12 unpaûented mining claims (approximately 248 acres). The Company has a 100% interest in the Vemal property,
subject to an existing royaþ

Exploratlon llistory ofthe Vernal Property

Hisúorical work includes nurerous short adits constructed on the Vernal Property between 1907 and 1936. There appears to have been
little or no mineral production.

The Vemal Properly is underlain by a thick sequence of Tertiary age rhyolitic volcanic rocks including tuffs, flows and intrusives. A
volcanic center is thought ûo underlie tle district, with an intruding rhyolite plug dome (a domal feature forrned by the extrusion of
viscous quafiz-rich volcanic rocls) thought to be closely related to mineralization encountered by the geologists of Amselco, the U.S.
subsidiary of a British company, who explored the Vernal Property back in the 1980's, and who in 1983 mapped, sampled and drilled
the Vemal Property. Amselco has not been involved with the Vemal Property over the last 20 years and is not associated with our option
on the Vernal Property or the exploration work being done. A 225-foot-wide zone of poorþ outcropping quartz stoclcrvorks (a multi-
directional quarE veinlet system) and larger veining frends exist northeast from the northern margin of the plug. The veining consists of
chalcedony containing l-5% pynte. Cþ alteration of the host volcanics is stong. Northwest tending veins are also present but very
poorly exposed. Both di¡ections carqr gold values. Scattered vein float is found over the plW. The most significant gold values in rock
chips come from veining in tuffaceous rocks north of the nearly east-west contact of the plug. This area has poor exposure, but
sampling of old dumps and surface workings show an open-ended gold anomaly that measures 630 feet by 450 feet.

9
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The Vernal Property claims presentþ do not have any known mineral reserves. The property that is the subject of our mineral claims is
undeveloped and does not contain any cornmercial scale open-piß. Numerous shallow underground excavations occur within the
central portion of the property. No reporüed historic production is noted for the property. There is as nining plant or equipment located
on the property that is the subject of the mineral claim. Cunently, there is no power supply ûo the mineral claims. Although drill holes
are present within the property boundary, there is no known drilled reserve on our claims.

In July 2003 and again in J:ulne 2017, members of our Board of Directors and geology team made an onsite inspection of tåe Vemal
property. Mapping (the process of laying out a grid on the land for area identification where samples are taken) and sampling (the
process of taking small quantities of soil and rock for analysis) have been completed. In Ma¡ch 2005, the Company initiated the process

to secure the proper permits for trenching and geochemical sampling from the U.S. Forest Service.

Orn exploration of the Vemal Property to date has consisted of geologic mapping, tenching and rock chip geochemical sampling. The
Board of Directors approved a budget of approximately $55,000 (including the refundable bond of $900) for the Vernal property. An
exploration progrrlm was conducted in November 2008. The program consisted of 200 feet of trenching, samFling and mapping, and
opening, mapping and sampling of an underground workings consisting of approximately 275 feet of workings. The Company is
continuing to evaluate the Vern¿l Property.

In September 2017,we released a National Instrument 43-l0l Technical Report on the Vernal.

Planned Exploration

The Company's current objectives are to assess the geological merits and if warr¿nted and feasible establish an exploration program to
identiff the potential for economically viable mineralization. The cost of an exploration plan has not yet been determined therefore
estimated exploration expenditures are not available at this time. The Company recognizes that the Vernal Property is an early-stage

exploration opportunity and there are currentþ no proven or probable reserves.

Wludv JerkPropsfy

Acquisition of Interest

In May 2015, after a review of historical records and inforrnation available regarding a potential mineral properly interest in Chu¡chill
County, Nevada, the Company acquired the Windy Peak Property, (referred to herein as the "Windy Peak Property," uWindy Peak" or
the '?roperty'). This earþ-stage exploration project was secured tbrough the completion of an Assignment and Assumption
Agreement. Windy Peak has been visited by directors and technical staffof the Company several rimes in 2017,2018, and 2019.

l0
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Descriptlon and Locstlon of the Wlndy Peak Property

The Windy Peak Property consists of 114 unpatented mineral claims covering approximately 2,337 contigaou¡¡ acres, 3 miles NNE of
the Bell Mounøin and 7 miles east of the Faiwiew mining distict in southwest Nevada. Windy Peak is approximately 45 miles
southeast of Fallon and 5 % miles south of Middlegate. The Property is a contiguous claim block. Access to the project area is by paved
highwa¡ followed by a short streûch of gravel road.

Access to the Windy Peak Froperty is from U.S. Highway 50, thence south via Highway 361 to an unmarked dirt road that heads west
along the south side of an unnamed wash referred to as Windy Wash. The dirt road exits Highway 95 near the border of Sections 27 &
34. The Bell Mountain quadrangle (dzted 1972) shows an older dirt road that follows the floor of the wash. About 2 miles along the dirt
road, henching and cutting oftrails ûo access various portions ofthe Property have extensively disturbed the hill. The dirt road is in
good condition, however the stee,per tails near Windy Peak require a 4-wheel-drive for access. There is no plant, equipment water
source nor power currentþ on site. Power could be provided by portable diesel-powered generators. Non potable water may be source
able on site for drilling, mining and milling purposes.

The Propefy claims a¡e held as unpaûented fedoral land claims administered under the Deparhent of Interior, BLM. h order to acquire
an unpatented mineral claim, the land must be open to mineral entry. Federal law specifies that a claim must be located or "staked" a¡ld

site boundaries be distinctþ and clearly ma¡ked to be readily identifiable on the ground in addition to filing the appropriate state and or
federal documentation such as Location Notice, Claim Map, Notice of Non-liability for Labor and Materials Furnished, Notice of
Intent to Hold Mining Claims, Maintenance Fee Payment and fees to secure the claim. The St¿te may also establish additional
requirements regarding the manner in which mining claims and sites are located and recorded. An unpatenkd mining claim on U.S.
govemmsnt lands establishes a claim to the locatable mine¡¿ls (also referred to as stakeable minerals) on the land and the right of
possession solely for mining purposes. No title ûo the land passes to the claimant. If a proven economic mineral deposit is developed,
provisions of federal mining laws permit owners of unpatented mining claims to patent (to obt¿in title to) the claim. The Property
surface estate and mineral rights are federally owned and zubject to BLM regulations. None of the Property claims have been legally
surveyed. Although our legal access to unpatenûed Federal claims carmot be denied, staking or operating a mining claim does not
provide the claim holder exclusive rights to tle surface resources (unless a right was determined under Public Law 84-167), establish
residency or block access to other users. Regulations managing the use and occupancy of the public lands for development of locatable
mineral deposits by limiting suoh use or occupancy to that which is reasonably incident is found in 43 CFR 3715. These Regulations
apply to public lands administered by the BLM.

Annual maintenance fees paid ûo the BLM and recording fees must be paid úo the respective county on or before September I of each
year to keep the claims in good standing, provided the filings are kept current these claims can be kept in perpetuity.

Past Exploratlon ln the \illndy PeakAre¡

F'airview District

The Windy Peak a¡ea has been considered to be part of, or at least an extension of, the Fairview District, which, is located on Fairview
Peak about 6 miles WNW of Hill 6483. Both areas are within the Fairview Peak caldera, but their geochemical differences indicate
they are not related.

Windy Peak

Published information regarding the Windy Peak area refers to a small leach pad at the Cye Cox prospect at Hill 6483. This exploration
was located adjacent to but not on our northem claim block According to historical reports, an initial 6 claims (Red Star) were staked

by Cye Cox of Fallon from 1945 to 1969. Subsequent lessees staked an additional 79 Red Star claims from 1978 to 1979. Cye Cox
together with Pete Erb and "Pine Nut" Forbush discovered high-grade gold on the soufh side of Hill 6483 in the Windy fault in 1970.

The presence of old timbers near a mostly-covered hole at the western hench (about mile west of the Windy adit) indicaæs that they
also did some work there. After fr¡rther exa¡nination a plant with a 6-8" gnzzly and tommel (21' x 30") was setup and operated"
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Exploration on and a¡ound the property has included geologic mapping, rock chip sampling, sagebntsh biogeochemistry, VLF-EM,
VlF-resistivity and mapetic geophysical surveys, and revorso circul¿tion drilling. Various companies, including Terraco Gold Corp,
Solitario Resources, Red Star Gold Pegasus Gold Corp, Rio Tinto, and Kennecott, have conducted drilling on and around the property,

with more than 70 holes drilled. Limited small-scale mining activities have been conducted by various private parties since the 1940's,

including a small glory hole mined during the 1970's e,entered on Hill 6483. Previous work on the property included many vertical
reverse-circulation drill holes, which a¡e not suited to ûesting the high-angle structures known to host the gold- bearing veins. Some of
the holes previousþ drilled a¡e infened to be too shallow üo properþ test tårgets. The Company believes the high-grade structurally
hosted gold potential on tle property has not been tested by previous drilling programs.

Geology of theWtndy Peak PropertyArea

Review of late Tertiary epithermal gold-silver deposits in the northern Great Basin, revealed that most deposits are spatially and

ûemporally related to two magmatic assemblages: bimodal basalt-rhyolite and westem andesite. The Fairview dishict, including the

Bell Mine, is related to a third, min6¡ 6¿g¡1atic assemblage, the late Eocene to early Miocene caldera complexes of the interior
andesite-rhyolite assemblage. This assemblage hosts the giant late-Oligoc€ne Round Mount¿in deposit plus smaller deposits in the

Atlanta, Fairview, Thscarora, and Wonder mining dishicts. The youngest rocks in the intorior andesiüe-rhyolite assemblage a¡e in the

Fairview and Tonopah mining districts. Receirt studies have shown that the magmatism associated with the interior andesite rhyolite
assemblage had a close spatial and temporal association with crusùal extension, and that these magmas may have been formed by
partial mixing ofmantlederivedbasal with crustal melt.

Current Exploratlon

The Company has commenced an exploration program to assess the potential for economically viable mineralization. The exploration
prograrri has been permitted by the BLM. The Company initiated drilling in the summer of 2018 and is conducting ongoing work. The
Company recopizes that Windy Peak is an early-stage exploration opporh¡nity and there are currentþ no proven or probable reserves.

R¡inbow Mount¡in ProDS¡ly

Acqulsltlon of Interest

In autumn of 2018, after conducting initial reconnaissance of the Rainbow Mountain, the Company acquired the Rainbow Mountain
Propefly, (referred to herein as the "Rainbow Mountain Propefty," "Rainbow Mountain" or the 'oProperly'). This early-stage

exploration project was secured through staking and filing the associated paperwork and fees with the BLM and County. Rainbow
Mormtain has been visited by directors and technical staffof the Company several times in 2018 a¡d,2019,

l3
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Description and Locstion of the Ralnbow Mountaln Property

The Rainbow Mountain gold project consists of 8l unpatented lode claims totaling approximately 1,620 contiguous acres, located
approximately 23 km southeast of Fallon, in the state of Nevada. Access ûo the project a¡ea is by paved highway, followed by a short
stetch ofgravel road.

The Property claims a¡e held as unpatented federal land claims administered under the Deparbnent of Interioç BLM. h order to acquire
an unpatented mineral claim, tle land must be open to mineral entry. Federal law specifies that a claim must be located or "staked" and
site boundaries be distinc'tly and clearly ma¡ked to be readily identifiable on the ground in addition ùo filing the appropriate state and or
federal documentation such as Location Notice, Claim Map, Notice of Nonliability for Labor and Materials Furnished, Notice of
Intent to Hold Mining Claims, Maintenance Fee Payment and fees to secure the claim. The State may also establish additional
requirements regarding tle manner in which mining claims and sites are located and recorded. An unpatented mining claim on U.S.
govemment lands establishes a claim to the locaüable minerals (also referred to as stakeable minerals) on the land and the right of
possession solely for mining pûposes. No title to the land passes to the claimant. If a proven economic mineral deposit is developed,
provisions of federal mining laws permit olvners of unpatented mlning claims to patent (to obtain title to) the claim. The Property
surface estate and mineral rights are federally owned and zubject to BLM regulations. None of the Properfy claims have been legally
surveyed. Although our legal access to unpatented Federal claims cannot be denied, staking or operating a mining claim does not
provide the claim holder exclusive rights to tle surface resources (unless a right was determined under Public Law 84-167), establish
residency or block access to other users. Regulations managing the use and occupancy of the public lands for development of locatable
mineral deposits by limiting such use or occupancy ûo that which is reasonably incident is found in 43 CFR 3715. These Regulations
apply to public lands administered by the BLM.

Annual maintenance fees paid üo the BLM and recording fees must be paid to the respective county on or before Sçtember I of each
year to keep the claims in good standing, provided the filings are kept current these claims can be kept in perpetuity.

Geology of the R¡lnbow Mountain PropertyArea

The claim area roughly encompasses nearly the full extent of Rainbow Mountain, and specifically a prominent zone of northeast-
stiking faults which transect the central part of Rainbow Mountain. This complex fault zone involves tbree discrete Tertiary volcanic
units comprised of basalt, dacite, and olivine basalt. Individual fault traces are well exposed locaþ and a¡e often coincident with the
contacts between the individual lithologic units. Many of the fault traces exhibit prominent fault breccia and hydrothermal breccia, and
surface samples of this material retumed anomalous gold and silver values up to 0.807 ppm and 1.6 ppÍr, respectively.

Based on observations recorded during field reconnaissance, individual hydrothermal veins along the faulted contacts ¡ange in
thickness up to 1.5 rn, with associated strike lengfhs of up to 1.7 lØ. The Company postulates that this locally intense faulting, in
conjunction with the associated anomalous assay values, is suggestive of a potential epithermal vein system within the footwall of the
greater Rainbow Fault zone.

Current Exploretion

The Company bas conducted limited sampling of the Property. The Company recognizes that Rainbow Mountain is an earþstage
exploration opportunity and tlere are currently no proven or probable reserves.

Item3. LegalProceedings

There are no pending legal proceedings involving the Company or in which any direcûor, officer or afüliate of the Company, any owner
of record or beneficially of more than SYo of any class of voting securities of the Company, or security holder is a paxty adverse to the
Company or has a material interest adverse to the Company.

Item 4. Mine Safety Dlsclosures

The Dodd-Frank Wall Sheet Reform and Consumer Protection Act (the'Act') and Item lM of Regulation S-K require certain mine
safety disclosures to be made by companies that operate mines regulaûed under the Federal Mine Safety and Health Act of 1977.
However, the requirements of the Act and Item lM of Regulation S-K do not apply as the Company does not engage i¡ mining
activities. Therefore, the Company is not required üo make such disclosures.
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The number of shares of the issuer's common stock issued and outstanding as ofApril 14,2021was 74,380,354 sha¡es.
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Glossary ofMiniug Temrs

Adit(s). Historic working driven horþontally, or nearþ so into a hillside to explore for and exploit ore.

Air tr¡ck holes. fhill hole constructed with a small portable drill rig using an air-driven harnmer

Core holes. A hole in the ground that is left after tle process where a hollow drill bit with diamond chip teeth is used to drill into the

ground. The center of the hollow drill fills with the core of the rock that is being drilled into, and when the d¡ill is extracted, a hole is

left in the ground.

Geochemical sampllng. Sample of soil, rock, silt, water or vegetation analyzed to detect the presence of valuable metals or other

metals which may accompany them. For example, arsenic may indicate the presence of gold.

Geologtc mapping. Producing a plan and sectional map of the rock types, sfucture and alteration of a property.

Geophystcal survey. Electrical, magnetic, gravity and other means used to detect features, which may be associated with miner¿l

deposits.

Ground magnetlc $urv€y. Recording variations in the earth's magnetic field and plotting same.

Ground radiometrlc sürvey. A swvey of radioactive minerals on the land surface.

Leaching. Leaching is a cost-effective process where ore is subjected to a chemical liquid that dissolves the miner¿l component from
ore, and then the liquid is collected and the metals extracted from it.

Level(s). Main underground passage driyen along a level cowse to afford access to stopes or workings and provide ventilation and a

haulage way for removal of ore.

Magnetic lows. An occurrence that may be indicative of a destruction of magnetic minerals by later hydrothennal (hot water) fluids
that have come up along faults. These hydrothermal fluids may in tum have carried and deposited precious metals such as gold and/or

silver.

P¡tented or Unpatented Mining Claims. In this Annual Report, there are references to 'þatented" mining claims and'tnpatented"
mining claims. A patented mining claim is one for which the United States government has passed its title to the claimant, giving that
person title to the land as well as the minerals and other resources above and below the surface. The patented claim is then treated like
any otherprivate land and is subject to local property taxes. An unpatented mining claim on United States govenrment lands est¿blishes

a claim ûo the locatable minerals (also referred to as stakeable minerals) on the land and the right of possession soleþ for mining
purposes. No title to the land passes to the claimant. If a provør economic mineral deposit is deveþed, provisions of federal mining
laws permit orilners of unpatented 6ining claims to patent (to obt¿in title to) the claim. If one purchases an unpatented mining claim
tbat is later decla¡ed invalid by the United States government, one could be evicted.

Plug. Avertical pipe-like body of magma representing a volcanic vent simila¡ to a dome.

u
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Quartz Stockworks. Amulti-directional system of quarE veinlets.

RC holes. Short form for Reverse Circulation Drill holes. These are holes a¡e left after the process of Reverse Ci¡culation Drilling.

Reserve. That part of a minenl deposit which could be economically and legally extracted or produced at the time of the reserve

detennination. Reserves are cusúomarily stated in terms of "ore" when dealing with metalliferous minerals; when other materials such
as coal, oil, shale, tar, sands, limestone, etc. are involved an appropriate term such as "recoverable coal" may be substituted.

Resource. An estimate of the total tons and grade of a mineral deposit defined by surface sa:npling, drilling and occasionaþ
underground sampling of historic digeings whsn available.

Reverse circulation drilling. A less expensive form of drilling than coring that does not allow for the recovery ofa tube or co¡e of
rock. The material is brought up from depth as a series of small chips of rock that are then bagged and sent in for analysis. This is a
quicker and cheaper method of drilling but does not give as much information about the under$ng rocks.

Rhyolite plug dome. A domal feature fonned by the extrusion of viscous quartz-rich volcanic rocks.

Sclntlllometer survey. A survey of radioactive minsrals ¡siag a scintillometer, a hand-hel{ highly accurate measuring device.

Scoping Study. Adetailed study of the various possible metlods to mine a deposit.

Silicic dome. A convex landform created by extruding quartz-rich volcanic rocks.

Stop{s). An excavation from which ore has been removed from sub-vertical openings above or below levels.

Tertlary. That portion of geologic time that includes abund¿nt volcanism in the western U.S.

Tienchlng. A cost-effective way of examining the structure and nature of mineral ores beneath gravel cover. It involves digging long
usually shallow trenches in carefully selected areas to expose unweathered rock and allow sampling.

Volcanic center. Origin of major volcanic activity

Yolcanoclastic. Coarse, unsorted sedimurtary rock formed from erosion of volcanic debris.

In
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F orward-Looking Statements

This Annual Report on Form l0-K contains forwardJooking information. Forward-looking information includes statÊments relating to
future actions, prospective products, future performance or results of current or anticipated products, sales and marketing efforts, costs
and expenses, interest rates, outcomc of contiñgencies, financial condition, results of operations, liquidity, business strategies, cost
savings, objectives of management of Patriot Gold Corp. (hereinafter rcferred to as the "Company," "Patriot Gold' or'\ve') and other
matters. ForwardJooking infomration may be included in this Annual Report on Form lO-K or may be incorporated by reference from
other documents filed with the Securities and Exchange Commission (the 'SEC') by the Company. One can find many of these

st¿tements by looking for words including, for example, '"believes," "expects," "anticipates," "estimates" or similar expressions in this
Annual Report on Form l0-K or in documents incorporated by reference in thisAnnual Report on Form 10-K.

The Company has based the forwa¡d-looking statements relating to the Company's operations on management's curent expectations,

estimates and projections about the Company and the industry in which it operates. These statements are not guarantees of future
performance and involve risks, uncertainties and assumptions that we cannot predict. In particular, we have based many of these
forwardJooking statements on assumptions about future eve,nts that may prove to be inaccurate. Accordingly, the Company's actual
results may differ materially from those contemplated by these forwardJooking statements. Any differences could result from a variety
of factors, including, but not limited to general economic and business conditions, competition, and other factors. The Company
undertakes no obligation to publicly update or revise any forward-looking statements, whether as a result of new infonnation or future
events. '

lv
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PARTI

The þllowing should be read in conjunction wíth the øudited consolidated financial statemenß and the notes thereto included
elsewhere in this Form I}-K Throughout thß docament, we make statements that are cløssífied as 'forwørdJooking." Please refer to
the "Forward-Looking Statements" sectíon aboveþr an explanation of these types of statements.

Item 1. Descrlptlon of Business

We are engaged in natural resource exploration and acquiring, exploring, and developing natu¡al resource properties. Cunentþ we ar€

underøking exploration and development programs in Nevada.

DevelopmgllgÊ lusiness

We were incorporated in the State of Nevada on November 30, 1998. In June 2003, the Company filed Amended and Restated A¡ticles
of Incorporation with the Secretary of State of Nevada changing its name to Patriot Gold Corp. and moving the Company inûo its
cu¡rent business of natural resource exploration and mining. On June 17,2003, the Company adopted a new trading symbol - PGOL- to
reflect the name change. The Company has been in the resor¡rce exploration and mining business since June 2003.

On April 16,2010, we caused the incorporation of our wholly owned subsidiary, Provex Rosources Inc. ('?rovex") under the laws of
Nevada.

On April 16,2010, the Company entered into an Assignment Agreement with Provex to assip the exclusive option to an undivided
right, title and interest in the Bruner and Vernal properties and the Bruner Expansion property ûo Provex. Pursuant ûo the Assignment
Agreements, Provex assumed the rights, and agreed to perform all of the duties and obligations, of the Company arising under the
Bruner a¡d Vemal Property Option Agreement and the Bruner Properly Expansion Option Agreement. Provex's only assets a¡e the
afore¡'mentioned agreements and it does not have any liabilities.

On May 28,2010, Provex entered into an exclusive right and option agreement with Canamex Resources Corp. ('Canamex") whereby
Canamex could earn tp to 75Yo in the Bruner and the Bruner Property Expansion. Canamex agreed to spend an aggregate total of US
$6 million on exploration and related expenditures over the ensuing seven years whereupon Provex agreed to grant the right and option
to eam a vested seventy percert Q0%) and an additional five percent (5%) upon delivery of a bankable feasibility study.

On February 28,2011, the Company entered into an Exploration and Option to Enter Joint Venture Agreernent with Idaho State Gold
Company, LLC, C'ISGC") whereby the Company granted the option and right to eam a vested seventy percent (70%) interest in the
propeúy and the right and option to fonn a joint venture for the management and ownership of the property called the Moss Mine
Property, Mohave County, Arizona (the "Moss Property, or "Moss Mine Property"). Upon execution of the agreement ISGC paid the
Company $500,000 USD and agreed to spend an aggregate ûotal of $8,000,000 USD on exploration and related expenditures over the
ensuing five years. Subsequent to exercise of the earn-in, ISGC and the Company agreed to form a 70130 joint venture.

In March 2011, ISGC hansfened its rights to the Exploration and Option to Enter Joint VentureAgreement dated February 28,2011,to
Northern Vertex Capital Inc. ('Northem Vertex").

I
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On May 12, 2016, the Company entered into a material definitive Agreement for Purchase a¡d Sale of Mining Claims and Escrow
Instructions (the "Purchase and Sale Agreemenf') with Golden Vertex Corp., an Arizona corporation ("Golden Vertex," a wholly-
owned Subsidiary of Northern Vertex) whereby Golden Vertex agreed to purchase the Company's remaining 30% working interest in
the Moss Gold/Silver Mine for C$1,500,000 (the "Purchase Price') plus a 3% net smelter retum royalty. Specifìcall¡ the Company
conveyed all of its right, title and interest in those certain patented and unpatented lode mining claims situated in the Oatman Mining
District, Moh¿vo County, Anzn¡a (the "Claims") together with all extalateral and other associated rights, water rights, tenements,

hereditameirts and appurtenances belonging or appertaining thereto, and all rights-of-way, easements, rights of access and ingress to
and egress from the Claims appurtenant thereto and in which Seller had any interest (collectively, the *Property'). The Purchase Price
consisted of C$1,200,000 in cash payable at closing and the remaining C$300,000 was paid by the issuance of Northern Vertex
common shares to the Company valued at $0.35 (857,140 shares), issued pursuant to the üerms and provisions of an invesbnent
agreement (the "Invesûnent Agreement') entered between the Company and Northern Vertex contemporaneous to the Purchase and

SaleAgreement.

On April 25, 2017, Provex and Canamex Resources Corp. enûered into a purchase and sale agreement whereby Canamex Resources
purchased Patriot Gold's 30 percent working interest in the Bn¡ner goldlsilver mine project for US$1.0 million cash, and the retention
of a net smelter retum (îfSR') royalty on the Bruner property including any claims acquired within a two-mile a¡ea of interest around

the existing claims. Additionally, Canamex has the option to buy-down half of the NSR royalty retained by Pakiot for US$5 miUisa
any time during a five-year period following closing of the purchase and sale agreement. The Company recoeÍxized a gain on sale of
mineral properties of $1,000,000 from the sale of the Bruner in its Consolidated Statement of Operations.

On May 23, 2017, the Company caused the incorporation of its wholly owned subsidiary, Patriot Gold Canada Corp ('Patriot
Canada"), under the laws of British Columbia, Canada.

On January 17, 2018, the Company designated 13,500,000 shares of the authorized and unissued prefered stock of the company as

"Series A Preferred Stock" by filing an Amended and Restated Certificate of Designation wittr the Secretary of State of Nevada.

On May 7,2AL8, the Company caused the namo change of our wholly owned subsidiary, Provex Resources Inc. to Goldbase, Inc.

f'Goldbase') under the laws of Nevada.

OnJune2T,20l9,theCompanyapprovedachangeinfiscalyearendfromMay3l ûoDecember31.

Business ODgAtiOûË

We are a natural resource exploration and mining company which acquires, explores, and develops natural resource properties. Our
primary focus in the nah¡ral resource sector is gold.

The search for valuable natural resowces as ¿ business is exhemely risþ. \Ve can provide investors with no assurance that the
properties we have either optioned or purchased contain commercially exploitable reserves. Exploration for mineral reserves is a
speculative venture involving zubstantial risk. Few properties that are explored are ultimately developed into producing commercially
feasible reserves. Problems such as unusual or unexpecfed formations and other conditions are involved in mineral exploration and

often result in unzuccessful exploration efforts. In suoh a case, we would be unable to complete our business plan and any money spent
on exploration would be lost.

2
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Natural resource exploration and development requires significant capital and our assets and resources are limited. Therefore, we
anticipate participating in the natural resource industry through the selling or partnering of our properties, the purchase of small
int€rests in producing properties, the purchase of properties where feasibility studies already exist or by the optioning of natural
resource exploration and development projects. To date, we have three gold projects locaæd in the southwest United States. In May
2A16, we sold ow interest in the Moss Mine project and retained a royalty. In April 2017 , we sold our interest in the Bruner project and

retained a rcyúty leaving our project inventory to consist of the Vernal project, the Windy Peak project and the Rainbow Mountain
project.

Financing

There was $22,400 of financing activities undertaken by the Company during the fiscal year ended December 31,2020 through the

exercise of warr¿nts. Due to the commencement of the royalties from the Moss mine, managemeot estimates that the Company will not
require additional fi¡nding for the Company's planned operations for the next twelve months.

Compgtition

The mineral exploration industry, in general, is intensely competitive and even if commercial quantities of ore are discoverd a ready
market may not exist for sale of same. Numerous factors beyond orn contol may affect the marketability of any substances discovered.
These factors include market fluctuations, the proximity and capaoity of natural resource ma¡kets and processing equipment,
govemment regulations, including regulations relating to prices, taxes, royalties, land tflrure, land use, importing and exporting of
minerals and environmental protection. The exact effect of these factors cannot be accurately predicted, but the combination of these

factors may result in our not receiving an adequate r€tum on invested capital.

Compliance with Government Regulatiotr and Sggulatofy Matters

Miníng Contol snd Reclamation Reguløtìons

The Surface Mining Control and Recla¡nation Act of 1977 ("SMCRA') is administered by the Office of Surface Mining Reclamation
and Enforcernent (ÍOSM") and establishes mining, environmental protection and reclamation standards for all aspects of U.S. surface
mining, as well as many aspects of underground mining. Mine operators must obtain SMCRA perrnits and permit renewals for mining
operations from the OSM. Although state regulatory agencies have adopted federal mining programs under SMCRA, the state becomes

the regulatory authority. States in which we expect to have active future mining operations have achieved primary control of
enforcement tlrough federal authorization.

SMCRA permit provisions include requirements for prospecting including mine plan development, topsoil removal, storage and
replacement, selective h¿¡¡dling of overburden materials, mine pit backfilling and grading, protection of the hydrologic balance,

subsidence conhol for underground mines, surface drainage contol, mine drainage and mine discharge control and trcatnent and re-
vegetation.

The U.S. mining perrnit application process is initiated by collecting baseline data to adequately charcctsrize the pre-mining
environmental condition of the permit area. We will develop mine and reclamation plans by utilizing this geologic data and
incorporating elements of the environmental data. Our mine and reclamation plans incorporate the provisions of SMCRA, state
progrâms and complementary environmental prograrns which impact mining. Also included in the permit application are documents

defining ownership and agreements pertaining to minerals, oil and gas, water rights, rights of way and surface land and docwnents
required of the OSM's Applicant Violator System, including the mining and compliance history of officers, directors and principal
stockholders of the applicant.

3
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Once a permit application is prepared and submitted to tle regulatory agency, it goes through a completeness and technical review
Public notice of the proposed pennit is given for a comment period before a permit can be issued. Some SMCRA mine permit
applications t¿ke over a year to prepare, depending on the size and complexity of the mine and often take six months to two years to be

issued. Regulatory authorities have considerable discretion in the timing of the permit issuance and the public has the right to comment
on, and otherwise engage in, the permitting process including public hearings and intervention by the courts.

Surføce Dísturbance

All mining activities governed by the Bureau of Land Man¡gement ("BLM') require reasonable reclamation. The lowest level of
mining activity, "casual use," is designed for the miner or weekend prospector who creates only negligible surface dishubance (for
example, activities that do not involve the use of earth-moving equipment or explosives may be considered casual use). These activities
would not require either a notice of int€nt to operate or a plan of operation. For furthsr information regarding surface management

úerms, please refer to 43 CFR Chapter II Subchapter C, Subpart 3809.

The second level ofactivity, u¡here surface disturbance is 5 acres or less per year, requires a notice advising the BLM ofthe anticipated

work 15 days prior to commencement. This notice must be filed with the appropriate field office. No approval is needed although
bonding is required. State agencies must be notified to ensure all requirements are met.

For operations involving more tlan 5 acres total surface disturbance on lands subject to 43 CFR 3809, a detailed plan of operation must

be filed with the appropriaúe BLM field office. Bonding is required to ensure proper reclamation, An Environmental Assessment (EA)
is to be prepared for all plans of operation to determine if an Environmental Impact Statement is required. A National Environmental
Policy Aot review is not required for cazual use or notice level operations ilnless those operations involve occupancy as defined by 43

CFR 3715. Most occupancies at the casual use and notice level inArizona are covered by a programmatic EA.

An activity permit is required when use of equipment is utilized for the purpose of land stripping, earthmoving, blasting (except

blasting associated with an individual sowce permit issued for mining), trenching or road construction.

Future legislation and regulations are expected to become increasingly restrictive and there may be mote rigorous enforcernerit of
existing and flrtwe laws and regulations and we may experience substantial increases in equipment and operating costs and may

experience delays, intemrptions or termination of operations. Failure to comply witl these laws and regulations may result in the

assessment of administrative, civil and criminal fines or penalties, the acceleration of cleanup and site restoration costs, the issuance of
injunctions to limit or cease operations and the suspension or revocation of permits and other enforcement measures that could have the

effect of limiting production from our firture operations.

Trespøssing

The BLM will prevent abuse of public lands while recogrrizing valid rights and uses under the mining laws. The BLM will take
appropriate action to eliminate invalid uses, including unauthorized residential occupancy. The Interior Board of Land Appeals (IBLA)
has found that a claim may be declared void by the BLM when it has been located and held for purposes other 

.han 
the mining of

minerals. The issuance of a notice of trespass may ocour if an unpatented clainVsite is:

used for a home site, place of business, or for other purposes not reasonably related to mining or milling
activities;

used for the mining and sale of leasable minerals or mineral materials, such as sand, gravel and certain types of
building stone; or

locaûed on lands that for any re¡uion have been wittrd¡awn from location after the effective date of the

withdrawal.

Trespass actions are taken by the BLM Field Office.

(1)

a)

(3)

4
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Envíronmentøl Lcnts

We may become subject to various federal and state environmental laws and regulations that will impose significant requirements on
our operations. The cost of complying with current and futwe environmental laws and regulations and our liabilities arising from past

or future releases of, or exposwe to, hazardous substances, may adversely affect our business, results of operations or financial
condition, In addition, envi¡onmental laws and regulations, particularly relating to ai¡ emissions, can reduce ourprofiøbiliç Numerous

federal and state govemmental pemrits and approvals are required for mining operations. When we apply for these perrnits or
approvals, we may be required to prepare and present to federal or state authorities data pertaining to the effect or impact that a

proposed exploration for, or production or processing of may have on the environment. Compliance with these requirements can be

costþ and time-consuming and can delay exploration or production operations. A failure to obtain or comply with permits could result
in sipificant fines and penalties and could adversely affect the issuance of other permits for which we may apply.

Clean WsterAct

The U.S. Clean Water Act and corresponding state and local laws and regulations affect mining operations by restricting the discharge

of pollutants, including dredged or fill materials, into waters of the United States. The Clean WaterAct provisions and associated state

and federal regulations are complex and subject to amendments, legal challenges and changes in implementation. As a result of court

decisions and regulatory actions, permitting requirements have increased and could continue to increase the cost and time we expend

on compliance with water pollution regulations. Those and other regulatory requirements, which have the potential to change due to

legal challenges, Congressional actions and other developments increase the cost of, or could even prohibit, cerüain current or fuflue
mining operations. Our operations may not always be able to remain in ñrl1 compliance with all Clean WaterAct obligations and permit
requirements. As a result, we may be subject to fines, penalties or changes to our operations.

Clean WaterAct requirements that may affect our operations include the following:

Sectíon 404

Section 404 of the Clean lùVater Act requires mining companies to obtain U.S. Amy Corps of Engineers ("ACOE") permits to place

material ia sfi's¡ms for the purpose of creating slurry ponds, water impoundments, refuse areas, valley fills or other mining activities.

Our construction and mining activities, including our zurface mining operations, will frequentþ require Section 404 p€rmits. ACOE
issues two types of pennits pursuant to Section 404 of the Clean Water Act nationwide (or "general') and "individuaf' pemrits.

Nationwide permits a¡e issued to streamline the permitting process for rtredging and filling activities that have minimal adverse

envi¡onmental impacts. An individual perrnit typically requires a more comprehensive application process, including public notice and

commant; however, an individual permit can be issued for ten years (and may be extended thereafter upon application).

The issuance of pemrits to constnrct valley fills and refuse impoundments undcr Section 404 of the Clean Watpr Act, whether general

perrrits commonly described as the Nationwide Permit 21 (NWP 2l) or individual permits, has been the subject of many recent court

cases and increased regulatory oversight. The results may nraterially increase our permitting and operating costs, pennitting delays,

suspension of current operations and/or prevention of opening new mines.

E¡S&yees

Cunently, ow ofücers and directors provide planning and organizational services for us on an as-needed basis, and our administrative

and office staff also works on an as-needed basis. Some of the field work is completed by service providers and/or exploration
parbters. All of the operations, 1eçhnical and otherwise, ¿re overseen by the directors of the Company.

5
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Subsidia¡ies

OnApril 16, 2010, we caused the incorporation of our wholly owned subsidiary, Provex Resources, Inc., under the laws of Nevada. On
April 16, 2010, the Company entered into an Assignment Agreement to assigfi the exclusive option to an undivided right, title and
interest in the Bruner and Vernal Foperty; and the Bruner Properly Expansion to Provex. Pursuant to the Assignment Agreement,
Provex assumed the rights, and agreed to perfomr all of the duties and obligations, of the Company a¡ising under the Bruner and Vemal
Property Option Agreement; and the Bruner Property Expansion Option Agreement. Provexns only assets are the aforementioned
agreements and it does not have any liabilities.

On May 28, 2010, Provex Resources, Inc. entered into an exclusive right and option agreement with Canamex Resources Corp.
("Canamex") whereby Cananex could eam up to a 75% undivided interest in the Bruner and the Bruner Property Expansion. Canamex
agreed to spend an aggregate total of US $6 million on exploration and related expenditures over tÏe ensuing seven years whereupon
the Company agreed úo grant the right and option to ea¡:n a vested seventy percent (70%) and an additional five percent (5%) upon
delivery ofa bankable feasibility study.

On April 25, 2AI7, Provex and Canamex Resources Corp. enûered into a purchase and sale agreement whereby Canamex Resources
purchased our 3G.per-cent working interest in the Bruner gold/silver mine project for US$1.0 million cash, and the retention of a net
smelter return ('NSR ) royaþ on the Bruner property including any claims acquired within a two-mile area of interest around the

existing claims. Additionally, Canamex has the option to buy-down half of the NSR royalty for US$5 million any time during a five-
year period following closing of the purchase and sale agreement.

On May 23, 2017, the Company caused the incorporation of its wholly owned subsidiary, Patriot Gold Canada Corp ('Patriot
Canada"), under the laws of British Columbia, Canad¿.

On May 7, 2018, the Company caused the name change of our wholly owned subsidiary, Provex Resornces Inc. to Goldbase, Inc.
('Goldbase") under the laws of Nevada.

On June 27, 201 9, the Company approved a change in fïscal year end from May 3 1 ûo December 3 1

Item lA. RiskFactors

Factors that MayAffect Fuh¡re Results

1. lYe may require additional funds to achieve our business objectives and any inability to obtain funding will impact our
business.

We may inour operating losses in frrtrue periods because there a¡e expenses associated with the acquisition, exploration and

development of natural resource properties. We may need ûo raise additional funds in the future through public or private debt or equity
sales to fi.md ow future operations and fulfill conhactual obligations. These financings may not be available when needed, and even if
these fi¡ancings are available, they may be on terms that we deem unacceptable or are materially adverse to your interests with respect
io dilution of book value, dividend preferences, liquidation preferences or other terms. Any inability to obtain financing could have an

adverse effect on our ability to implement our business objectives and as a result, could require us to diminish or suspend our
operations or cause a materially adverse effect on our business. Obtaining additional financing would be subject to a number offactors,
including the ma¡ket prices for gold, silver a¡d otler minerals. These factors may make the timing, arnount, terrns or conditions of
additional financing unavailable to us.
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2. Because oû Directors måy serve as officens ¡nd directors of other compânie¡ engtged in mineral explordion, a potentid
conflict oflnterest could negatlvely impact our abllity to acquire propertles to explore and to run our buslness.

Our Directors and Offïcers may work for other mining and mineral exploration companies. Due to time demands placed on or¡r

Directors and Ofücers, and due to the competitive nature of the exploration business, fhe potential exists for conflicts of interest to
occur from time to time that could adversely affect our ability to conduct our business. The Officers and Di¡ector¡'employment and

afüliations with other entities limit the amount of time they can dedicate to us. Also, our Directors and Officers may have a conflict of
inteìrest in helping us identifu and obtain the rights to mineral properties because they may also be considering the same properties. To
mitigate these risls, we work with several technical consultants in order to ensure that we are not overly reliant on any one of our
Officers and Directors to provide us with technical services. Howeveç we ca¡not be certain that a conflict of interest will not arise in
the future. To date, there have not been any conflicts of interest between any of our Directors or Officers and the Company.

3. Because of the speculative nature of exploration and developmenÇ there ¡re substential risks in our business model.

The search for valuable natur¿l resou(ces as a business is extremely rislcy. We can provide investors with no assurance that the
properties we owr contain commercially exploitable reserves. Exploration for natural resources is speculative and involves risk. Few
properties that a¡e explored are ultimately developed into producing commercially feasible reserves. Problems such as unusual or
unexpected formations and other conditions are involved in mineral exploration and often result in unsuccessfi¡l exploration efforts. In
such a case, we would be unable to complete our business plan.

4. Because of the unique difrculties ¡nd uncertainties inherent ln mlner¡l exploratlon and the mining business, rve face risks.

Potential investors should be aware of the difficulties norrnally encountered by mineral exploration companies. The likelihood of
success must be considered in light of the problems, expenses, difficulties, complications and delays encountered in connection with
the exploration of the mineral properties that we plan to undertake. These potential problems include, but are not limited to,
unanticipated problems relating to exploration and additional costs and expenses that may exceed current estimates. In addition, the

search for valuable minerals involves numerous hazards which pose financial risks.

5. Because our operating expenses måy vary, ¡s may our revenues, proñtability may be inconsistent.

We anticipate that our expenses may vary and so may or¡r revenues. Therefore, any profitability we may have could be inconsistent.
There is little history upon which to base any assumption as to the likelihood that we will be consistently profitable, and we can provide

investors with no asswance that we will generate consistent revenues or consistentþ achieve profitable operations.

6. Because ¡ccess to our mlner¡l clalms may be restrlcted by inclement weather, we may be delayed ln our explorrtlon.

Access to our mineral properties may be restricted through some of the year due to weather in the area. As a result, any attempt to test

or explore the property is largely limited to the times when weather perrrits such activities. These limitations can result in significant
delays in exploration efforts.

7. Because of the speculative nature of exploration of mineral properties, there is substantial risk.

The search for valuable minerals as a business is extremely risþ. Exploration for minerals is a speculative venture involving
substantial risk. The expenditures to be made by us in the exploration of the mineral claims may not always rssult in the discovery of
economic mineral deposits. Problems such as unusual or unexpected formations and other conditions a¡e involved in mineral
exploration and often result in unsuccessful exploration efforts.

7

htþs/ flw$r.sêc.gov/Archives/€dgar/datâ/1080448/000168Íì1682100139Zpatriotgold_10k-'l23l20.htm I 3/56

Case 2:24-bk-06359-EPB    Doc 52-3    Filed 10/14/24    Entered 10/14/24 16:11:32    Desc
Exhibit C    Page 81 of 165

149



1Ol1Ol24, 'll :40 AM sec.gov/Archives/edgar/data/1080448/0001 68316821001 392/patriotgold_10k-f23120.hùn

8. Because of the inherent dangers involved in mineral exploration, there is liability risk.

The search for valuable minerals involves numerous hazards. As a result, there is potential liability for haaards, including pollution,
cave-ins and other hazards against which we cannot insure or against which we may elect not to insr¡re.

9. lVe are heavlly dependent on our CBO and Presldent

Ow success depends heavily upon the continued contributions ofour CEO and President whose knowledge, leadership and technical

expertise would be difücult to replace. Our zuccess is also dependent on ow ability to reüain and atffact experienced engineers,

geoscientists and oth€r technical and professional staff. We do not maintain key man insurance. If we were to lose our CEO and

President, our ability ûo execute our business plan could be hanned.

Risks Related to Legal Uncertainties and Regr¡lations

10. As we undertake exploration and development of our mineral claims, we will be subject to complience with government
reguletlon whlch may lncrease the antlcþated cost of our exploratlon programs.

There are several governmental regulations that materially restrict mineral exploration. We will be subject to the federal, state and local
laws as we carry out our exploration program. We may be required to obtain work permits, post bonds and perform remediation work
for any physical disturbance ûo the land in order ûo comply with these laws. While our plannsd exploration and development program

budgets for regulatory compliance, there is a risk that new regulations could increase our costs ofdoing business and prevent us from
carrying out our exploration a¡d development pro$a¡ns.

Public Health Threats Risk

24. Our frnanclal and operating performance m¡y be adversely affected by global public he¡lth threats, includlng the recent
outbreak of the novel coronavirus (COUIÞl9).

Public health threats, zuch as the coronavirus (COVID-I9), influenza and other highly communicable diseases or viruses could
adversely impact our operations and cause disruptions in the natural resource exploration and mining indusüy. If the effect of the
coronavirus (COVID-I9) is ongoing, economic conditions and the economic slowdown resulting from COVID-I9 and the intentional
governmental responses to the virus may also adversely affect the marftet price of our common shares.

Item 18. Unresolved Staff Comments

There are no unresolved staffcomments,

Item 2. Description of Propertles.

We do not lease or own any real property for our corporate offices. rù/e currentþ maintain our corporate office on a month-to-month
basis at 401 Rylaad St, Suiüe 180, Reno, NV 89502. Management believes that our office space is suitable for our current needs.

Our properly holdings a{¡ of December 31,2A20 consist of the Vemal Property, }Vindy Peak Property and Rainbow Mount¿in Property.

8
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Map showing the location of ourvernal Project located in Centr¡l lYestern Nevad¡.

Acquisition of Interests - Vernal Project

Pursuant to a Property Option Agreement (the "BV Agreemenf'), dated as of July 25,2003, with MinQuest, Inc,, a Nevada Company
('MinQuest'), we acquired the option to ea^m a L00Yo interest in the Bruner and Vernal mineral exploration properties located in
Nevada. Together, these two properties originally consisted of 28 unpatented mini¡g claims on a ûotal of 560 acres in tle northwest
tending Walker Lane located in western central Nevada.

To date, the Company has paid the option payments and made the expenditures necessa¡y to satisff the reguirements of the BV
Agreement and 100% interest in these two properties was therefore ftansfened to Patriot, subject to MinQuest retaining a 3%o rcyalty.
All mining interests in the properties are subject to MinQuest retaining a 3%o rcyalty of the aggregate proceeds from any smelter or
other purchaser of any ores, concentrates, metals or otLer material of commercial value produced ûom the property, minus the cost of
transportation of the ores, concentrates or metals, including related insutance, and smelting and refining charges. Pursuant to the BV
Agreement we have a one-time option to pruchase a pofion of MinQuest's royaþ interest at a rate of $1,0ü),000 for each 1%. We
may exercise our option 90 days following completion of a bankable feasibility study of the Bruner and Vernal properties, which, as it
relates to a mineral resource or reserve, is an evaluation of the economics for the extraction (mining), processing and marketing of a
defined ore reserve that would justify financing from a banking or financing institution for putting the mine into produotion.

9
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On April 16,2OlO, the Company entered into an Assignment Agreement with its wholly owned subsidiary, Provex Resources, Inc.,
(now Goldbase, Inc.) a Nevada Company, to assigrr the exclusive option to an undivided right, title and interest in the Bruneq Bruner
Expansion and Vernal properties to Provex. Pursuant to the Agreernent, Provex assumed the rights, and agreed to perform all ofthe
duties and obligations, of the Company arising under the original property option agreements.

In April 2A17, Ca¡amex Resources purchased our interest in the Bruner properties for US$1.0 million cash, and we retained a two
perc€nt net smelter return royaþ on the Bruner properties including any claims acquired within a two-mile area of interest around the

existing claims. Additionally, Canamex has the option to buy-down half of the NSR royaþ retained by Patriot for US$5 million any
time during a five-year period following closing of the purchase and sale agreement.

Descriptlon and Location of the Vernal Property

The Vernal Property is located approximately 140 miles east-southeast of Reno, Nevada on tlre west side of the Shoshone Mount¿ins.
Access from Fallon, the closest town of any size, is by 50 miles of paved highway and 30 miles of gravel roads. The Company holds
the property via 12 r,npatented mining claims (approximately 248 acres). The Company has a 100% interest in the Vernal properfy,

subject ùo an existing royaþ

Exploration Ilistory ofthe Vernal Property

Historical work includes nurnerous short adits constructed on the Vernal Property between 1907 and 1936. There appears to have been

little or no mineral production.

The Vernal Property is underlain by a thick $equence ofTertiary age rhyolitic volcanic rocks including tuffs, flows and intrusives. A
volcanic center is thought to underlie the district, with an intruding rhyolite plug dome (a domal feature formed by the extrusion of
viscous quartz-rich volcanic rocks) thought to be closely related to mineralization encountered by the geologists of Amselco, the U.S.
subsidiary of a British company, who explored the Vernal Property back in the 1980's, and who in 1983 mapped sarrrpled and drilled
the Vernal Property. Amselco has not been involved with the Vemal Property over the last 20 years and is not associated with our option
on the Vernal Property or the exploration work being done. A 225-foot-wide zone of poorþ outcropping quartz stockworks (a multi-
directional quarø veinlet system) and larger veining trends exist northeast from the northern margin of the plug. The veining consists of
chalcedony containing l-5% pynle. Cþ alteration of the host volcanics is strong. Northwest trending veins are also present but very
poorly exposed. Both directions carry gold values. Scattered vein float is found over tle plW. The most significant gold values in rock
chips come from veining in tuffaceous rocks north of the nearly east-west contact of the plug. This area has poor exposure, but
sarnpling of old dumps and surface workings show an open-ended gold anomaly that measures 630 feet by 450 feet.

The Vernal Property claims presentþ do not have any known mineral reserves. The property that is the subject of our mineral claims is
undeveþed and does not contain any commercial scale open-pits. Numerous shallow underground excavations occur within the

sentral portion of the property. No reported historic production is noted for the property. Thcre is no mining plant or equipment located
on the property that is the subject of the mineral claim. Cunentl¡ tlere is no power supply to tle mineral claims. Although drill holes
are present within the property boundary, there is no known drilled reserve on our claims.

In July 2003 and again in Jvne 2017 , members of our Boa¡d of Di¡ectors and geology úeam made an onsite inspection of the Vcmal
property. Mapping (the process of laying out a grid on the land for area identification where samples are taken) and sampling (the

process of taking small quantities of soil and rock for analysis) have been completed. In March 2005, the Company initiated the process

ûo secure the proper permits for tenching and geochemical sampling from the U.S. Forest Service.
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Our exploration of the Vernal Property to date has consisted of geologic mapping, trenching and rock chip geochemical sampling. The
Board of Direcûors approved a b"dget of approximaûely $55,000 (including the refundable bond of $900) for the Vernal properry. An
exploration progfam was conducted in Nove,mber 2008. The program consist€d of 200 feet of tenching, sanpling and mapping, and
opening, mapping and sampling of an underground workings consisting of approximately 275 feet of workings. The Company is
continuing to evaluate the Vernal Froperty.

In Sepæmber 2017,we released a National Instr¡ment 43-l0l Technical Report on the Vernal.

Pl¡nned Erploredon

The Company's currcnt objectivcs arc ûo âssess the geological merits and if warr¿nted and feasible establish an exploration progr¡rm to
idmti$¡ the potential for economically viable mineralization. The cost of an exploration plan has not yet been detsrmined therefore
estimated exploration expendihues a¡e not available at this time. The Company recopizes th¿t the Vernal Property is an early-stage
elçloration opportunity and tlere a¡e currently no proven or probable reserves.

Wl¡tlvlsX-hnc¡ty

Acqulsltton of Intercst

In May 2015, aftsr a review of hisûorical records and information available regarding a potential mine¡al property interest in Churchill
Cormty, Nwada, the Company acguir€d the Windy Peak Properfy, (referred ûo herein as the "Windy Peak Property," uWindy Peak'or
the "Prcpe,rfr/). This early-stage exploration project was secwed through the completion of an Assignment and Assumption
Agreemeirt. WindyPeakhas beenvisited by di¡ecûors and technical stafrofthe Company several times in 2017,2018,2019,md2020.

Thc lVlndy Perk Property Loc¡don ln Nev¡d¡
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Description ¡nd Location of the Windy PeakProperty

The Wndy Peak Property consists of 114 unpatented mineral claims covering approximately 2,337 contiguous acrss, 3 miles NNE of
the Bell Mountain and 7 miles east of the Fairview mining distict in southwest Nevada. Windy Peak is approximately 45 miles
southeast of Fallon and 5 % miles south of Middlegate. The Property is a contiguous claim block. Access to the project area is by paved

highway, followed by a short sfreûch of gravel road.

Access to the Windy Peak Property is from U.S. Higbway 50, thence south via Highway 361 to a¡ unmarked dirt road that heads west
along the south side of an unnamed wash referred to as Windy Wash. The dirt road exits Highway 95 near the border of Sections 27 &
34. The Bell Morurtain quadrangle (dzted 1972) shows an older dirt road that follows the floor of the wash. About 2 miles along the dirt
road, frenching and cutting oftrails to access va¡ious portions ofthe Property have extensiveþ disturbed the hill. The dirt road is in
good condition, however the steeper trails nea¡ Windy Peak require a 4-wheel-drive for access. There is no plant, equipment, water
source nor power currently on siúe. Power could be provided by porüable diesel-powered generaùors. Non potable water may be source
able on site for drilling, mining and milling purposes.

The Property çlaims are held as unpatenüed federal land claims administered under the Departnent of Interior, BLM. h order to acquire
an unpatented mineral claim, the land must be open to mineral enüy. Federal law specifies that a claim must be located or "staked' and
site boundaries be distinctþ and clearly ma¡ked to be readily identifiable on the ground in addition ûo filing the appropriate sùate and or
federal documentation such as Location Notice, Claim Map, Notice of Non-liability for Labor and Materials Furnished, Notice of
Intent to Hold Mining Claims, Maintenance Fee Payment and fees to secu¡e the claim. The State may also establish additional
requirements regarding the manner in which mining claims and sites are located and recorded. An unpatented mining claim on U.S.
government lands establishss ¿ çleim to the locatable minerals (also refened to as stakeable minerals) on the land and the right of
possession solely for mining purposes. No title to the land passes to the claimant. If a proven economic mineral deposit is developed,
provisions of federal mining laws permit owners of unpatented mining claims to patent (to obtain title to) the claim. The Property
surface estate and mineral rights are federally owned and zubject to BLM regulations. None of the Properry claims have been legally
suweyed. Although our legal access to unpatenkd Federal claims cannot be denied" staking or operating a mining claim does not
provide the claim holder exclusive rights to the surface resources (unless a right was determined under Public Law 84-167), establish
residency or block access to other users. Regulations managing the use and occupancy of the public lands for development of locatable
mineral deposits by limiting such use or occupancy to that which is reasonably incident is found in 43 CFR 3715. These Regulations
apply to public lands administered by the BLM.

Annual maintenance fees paid to the BLM and recording fees must be paid to the respective county on or before September 1 of each
year to keep the claims in good standing, provided the filings are kept current these claims can be kept in perpetuity.

Past Exploratlon ln the Wlndy PeakArea

Fairview District

The rWindy Peak area has been considered to be part of, or at least an exûsnsion of, the Fairview Disfricl which, is located on Fairview
Peak about 6 miles ÌWNW of Hill6483. Both areas are within the Fairview Peak caldera, but their geochemical ditlerences indicate
they are not related.
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\ilindy Peak

Published infomntion regarding the Windy Peak area refers to a small leach pad at the Cye Cox prospect at Hill 6483. This exploration
was located adjacent to but not on our northern claim block According to historical rE)orts, an initial 6 claims (Red Star) were staked

by Cye Cox of Fallon from 1945 to 1969. Subsequent lessees staked an additional 79 Red Star claims from 1978 to 1979. Cye Cox
together with Peüe Erb and "Pine Nut" Forbush discovered high-grade gold on the south side of Hill 6483 in the Windy fault in 1970.

The presence of old timbers ne¡u a mostly-covered hole at the western trench (about mile west of the Windy adit) indicates that they
also did some work there. Afrer firrther examination a plant with a 6-8" #zzly and tommel (21'x 30") was setup and operated-

Exploration on and around the property has included geologic mapping, rock chip sampling, sagebrush biogeochemisüy, VLF-EM,
VlF-resistivity and magnetic geophysical surveys, and reverse ci¡culation drilling. Various companies, including Terraco Gold Corp,
Solitario Resources, Red Star Gold, Pegasus Gold Corp, Rio Tinto, and Kennecott, have conducted drilling on and around the property,

with more than 70 holes drilled. Limited small-scale mining activities have been conducted by various private parties since the 1940's,

including a small glory hole mined during the 1970's centered on Hill 6483. Previous work on the property included many vertical
reverse-ci¡culation drill holes, which are not suited to testing the high-angle structures known to host the gold- bearing veins. Some of
the holes previously drilled are inferred to be úoo shallow to properþ test targets. The Company believes the high-grade structurally
hosted gold potential on tåe property has not been tested by previous drilling progrítms.

Geology of the Wlndy Peak PropertyArea

Review of late Tertiary epithermal gold-silver deposits in the northern Great Basin, revealed that most deposits are spatially and

temporally related to two magmatic assemblages: bimodal basalrrhyolite a¡d westem andesite. The Fairview district, including the
Bell Mine, is related to a third, minor magmatic assemblage, the laûe Eocene to early Miocene caldera complexes of the interior
andesite-rhyolite assemblage. This assemblage hosts the giant late-Oligocene Round Mountain deposit plus smaller deposits in the
Atlanta, Fairview, Tuscarorq and Wonder mining disticts. The youngest rocks in the interior andesite-rþolite assemblage are in the

Fairview and Tonopah mining districts. Recent studies have shown that the magmatism associated with the interior andesite rþolite
assemblage had a close spatial and temporal association with crusøl extensior¡ and that these magmas may have been formed by
partial mixing of mantle-derived basal with crusùal melt.

Current Exploratlon

The Company has been conducting an ongoing exploration program to assess the potential for economically viable mineralization. The
exploration program has been pennitted by the BLM. The Company initiated drilling in tle summer of 2018, and this prograrri

extended inûo Ocûober 2018. Further drilling was completed in December 2019, and again in January 2021. Exploration on the projeot

is ongoing. The Company recognizes that Windy Peak is an early-stage exploration opportunity and there are currently no proven or
probable resery€s.

Ralnbow Mountain Properúy

Acquisition of Interest

úr autumn of 2018, after conducting initial reconnaissance of the Rainbow Mountain, the Company acquired the Rainbow Mountain
Proporly, (referred to herein as the "Rainbow Mountain Property," "Rainbow Mountain" or the '?roperty"). This early-stage

exploration project was secrued tlrough staking and filing the associaûed paperwork and fees with the BLM and County. Rainbow
Mountain has been visited by directors and technical staffof the Company several times in 2018,2019, and2020.
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Descriptlon rnd Loc¡tlon of the R¡lnbow Mountdn Pruperty

The R¿inbow Mountain gold project consists of 8l unpatented lode claims ûotaling approximately 1,620 contiguous acres, located
approximately 23 km southeast of Fallon, in the state of Nevada. Access üo the project area is by paved highway, followed by a short
stetch ofgravel road.

The Property claims a¡e held as rmpaúented federal land claims administered under the Deparhent of Interior, BLM. In order to acquire
an unpat€nted mín€r¿l claim, the land must be open to min€ral entry. Federal law specifies that a claim must be located or "staked" and
sito boundaries be distinctly and clearly marked úo be readily identifiable on the ground in addition þ filing the appropriate state and or
federal documentation such as Location Notice, Claim Map, Notice of Non-liability for Labor and Materials Fumishe{ Notice of
Int€nt ûo Hold Mining Cloims, Mainûe,nance Fee Palment and fees to secure tle claim. The State may also esüablish additional
requiremenß regarding the manner in which mini¡g claims and sites are located and recorded. An unFatented mining claim on U.S.
govemment lands establishes a claim to the locatable minerals (also referred to as stalceable minerals) on the land and the right of
possession soleþ for mining purposes. No title ûo the land passes to the claimant. If a proven economic minsral deposit is developed,
provisions of feder¿l mining laws permit owneß of unpatented mining claims ûo patent (to obtain títle to) the claim. lhe Property
surface estate aûd mineml rights are federally owned and subject to BLM regulations. None of the Property olaims have been legally
surveyed. Althougb our legal access ûo unpatented Federal claims cannot be denied, staking or operating a mining claim does not
provide the cl¿im holder exclusive rigbts to the surface resources (unless a right was determined under Public Law 84-167), establish
residency or block aßcess to other users. Regulations manasng the use and occupancy of the public lands for development of locatable
mineral deposits by limiting such use or ocoupancy to that which is reasonably incident is found in 43 CFR 3715. These Regulations
apply ûo public lands administered by the BLM.

t4
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A¡nual maintenance fees paid to the BLM and recording fees must be paid to the respective county on or before September 1 of each
year to keep the claims in good standing, provided the filings are kept cunent these claims can be kept in perpetuity.

Geolory of the R¡tnbow Mountaln Property Area

The claim area roughly encompasses nearly the ñrll extent of Rainbow Mountain, and specifically a prominent zone of northeast-
striking faults which tiansect the cenûal part of Rainbow Mountain. This complex fault zone involves th¡ee discrete Tertiary volcanic
units comprised of basalt, dacite, and olivine basalt. Individual fault traces arç well exposed locally and are often coincident with the
contacts between the individual lithologic units. Many of the fault traces exhibit prominent fault breccia and hydrothermal brecci4 and
surface samples of this material retumed anomalous gold and silver values up to 0.807 ppm and 1.6 ppm, respectively.

Based on observations recorded during field reconnaissaoce, individual hydrothermal veins along the faulted contacts range in
thickness up to 1.5 m, with associated shike lengths of up ûo 1.7 km. The Company postulates that this locally intense faulting, in
conjunction with the associated anomalous assay values, is zuggestive of a potential epithermal vein system within the footwall of the
greater Rainbow Fault zone.

Current Exploratlon

The Company has been conducting an ongoing exploration program to assess tle potential for economically viable mineralization. The
exploration progrum has been perrnitted by the BLM. The Company initiated drilling in December of 2020, Exploration on tLe project
is ongoing. The Company recopizes that Rainbow Mountain is an early-stage exploration opportunity and there are currently no
proven or probable reserv€s.

Item 3. Legal Proceedings

There me no pending legal proceedings involving the Company or in which any director, officer or afüliate of the Company, any owner
of record or beneficially of more Lhan 5Yo of any class of voting securities of tho Company, or security holder is a party adverse to the
Company or has a material interest adverse to the Company.

Item 4. Mlne Safety Dlsclosures

The Dodd-Frank Wall Steet Reform and Consumer Protection Act (the 'Act") and Item 104 of Regulation S-K require certain mine
safety disclosures to be made by companies that operate mines regulated under the Federal Mine Safety and Health Act of 1977.
However, the requirements of the Act and Item 104 of Regulation S-K do not apply as the Company does not engage in mining
activities. Therefore, the Company is not required to make such disclosures.

t5
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Glossarv of Mining Temrs

Adit(s). Historic worfring driven horizontally, or nearly so into a hillside to explore for and exploit ore.

Air track holes. Drill hole consfi¡cted with a smail portable drill rig using an air-driven harnmer.

Core holes. A hole in the ground tbat is left after the process where a hollow drill bit with diamond chip teeth is used ûo drill into the
ground. The center of the hollow drill fills with the core of the rock that is being drilled into, and when the drill is extracted a hole is
left in the ground.

Geochemic¡I sampllng. Sample of soil, rock, silg water or vegetation analyzed to detect the presence of valuable metals or other
metals which may accompany them. For exarnple, arsenic may indicate the presence of gold.

Geologic mapplng. Producing a plan and sectional map of the rock types, struchue and alteration of a property.

Geophyslcal survey. Electrical, magnetic, gravity and other means used to detect features, which may be associaüed with mineral
deposits.

Ground magnetic Jurvey. Recording variations in the earth's magnetic field and plotting same.

Ground radiometrlc survey. A survey of radioactive minerals on the land surface.

Leachlng. Leaching is a cost-effective process where ore is subjected to a chemical liquid that dissolves the mineral component from
ore, and then the liquid is collected and the metals extracted from it.

Level(s). Main underground passage driven along a level course to afford access to stopes or workings and provide ventilation and a
haulage way for removal of ore.

Magnetic lows. An occurence that may be indicative of a destruction of magnetic minerals by later hydrothermal (hot water) fluids
that have come up along faults. These hydrotherrnal fluids may in tum h¿ve carried and deposited precious metals such as gold and/or
silver.

P¡tented or Unpatented Mining Clains. In this Annual Report, there are references to 'þatented" mining claims and'tnpatented'
mining claims. A patented mining claim is one for which the United States govemment has passed its title to the claimant, giving that
pen¡on title to the land as well as the minerals and other resources above and below the surface. The patented claim is then ûeated like
any otherprivate land and is subject to local property taxes. An unpatented mining claim on United States government lands establishes
a claim to thc locatable minerals (also referred to as stakeable minerals) on the land and the right of possession soleþ for mining
purposes. No title to the land passes to the claimant. If a proven economic mineral deposit is deveþed, provisions of feder¿l mining
laws permit owners sf .npatented mining claims to patent (to obtain title to) the claim. If one purchases an unpatented mining claim
that is later decla¡ed invalid by the United States government, one could be evicted.

Plug. Avertical pipe-like body of magma representing a volcanic vent similar to a dome.

Quarb Stockworks. Amulti-directional system of quarø veinlets.

RC holes. Short form for Reverse Circulation lhill holes. These are holes are left after the process of Reverse Circulation Drilling.

Reserve. That part of a mineral deposit whioh could be economically and legally extacted or produced at the time of the reserve
determination. Reserves are customarily stated in terrrs of uoreu when dealing with metalliferous minerals; when otler materials such
as coal, oil, shale, tar, sands, limestono, ctc. are involved, an appropriate term such as "recoverable ooal" may be substituted.

u
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Resource. An estimate of the total tons and grade of a mineral deposit defined by surface sampling, drilling and occasionally
underground sarpling of historic diggings when available.

Reverse clrculation drllling. A less expensive form of drilling than coring that does not allow for the rccovery of a tube or core of
rock. The material is brought up from depth as a series of small chips of rock that a¡e then bagged and sent in for analysis. This is a
quicker and cheaper method of drilling but does not give as much infonnation about the underlying rocks.

Rhyolite plug dome. A domal feature forrned by the extrusion of viscous quartz-rich volcanic rocks.

ScÍntlllometer survey. A survey of radioactive minerals using a scintillometeç a hand-held, highly accurate measuring device.

Scoping Study. A detailed study of the various possible methods to mine a deposit.

Sllicic dome. A convex la¡dform created by extuding quartz-rich volcanic rocks.

Stope(s). An excavation from which ore has been removed from sub-vertical openings above or below levels.

Tertlary. That portion of geologic time that includes abr¡ndant volcanism in tle westem U.S.

Tienching. A cost-effective ïvay ofexarnining the structure and nature ofmine¡¿l ores beneath gravel cover. It involves digging long
usually shallow trenches in carefully selected areas to expose unweathered rock and allow sampling.

Volcanic center. Origin of major volcanic activity

Volcanoclastic. Coarse, unsorted sedimentar¡r rock formed from erosion of volcanic debris.

Forward-Looking Statements
This Annual Report on Forrn lO-K contains forward-looking inforrration. Forwa¡d-looking information includes súatements relating to
future actions, prospective products, future performance or results of current or anticipated products, sales and marke''.rg efforts, costs
and expenses, interest rates, outcome of contingencies, financial condition, results of operafions, liquidity, business strategies, cost
5¿vings, objectives of management of Patriot Gold Corp. (hereinafter referred to as the "Company," "Patriot Gold" or'1re') and other
matters. Forward-lookíng infomration may be included in this Annual Report on Fomr 10-K or may be incorporated by reference from
other documents filed with the Securities and Exchange Commission (the 'SEC") by the Company. One can find many of these
statements by looking for words including, for example, 'obelievos," "expects," "anticipates," "estimates" or similar expressions in this
Annual Report on Form l0-K or in documents incorporated by reference in this Annual Report on Fomr 10-K.

The Company has based the forward-looking statements relating to the Company's operations on management's current expectations,
estimates and projections about the Company and the industry in which it operates. These statements axe not guarantees of future
perfomtance and involve risks, uncerøinties and assumptions that we camot predict. In particular, we have based many of these
forwardJooking statements on assumptions about future events that may prove to be inaccurate. Accordingly, the Company's actual
results may differ materially from those contemplated by these forward-looking statements. Any differences could result from a variety
of factors, including, but not limited to general economic and business conditions, competition, and otler factors. The Company
undertakes no obligation to publicly update or revise any forward-looking statements, whether as a result of new information or future
events.

lll
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PARTI

The following should be read in conjunction with the øudited consolidsted Jìnancial statements and the notes thereto included
elsewhere in thß Form I0-K. Throughout thß document, we malce statements thøt are classified as 'forwardJooking." Please refer to
the "Forward-Looking Statements" section abovefor an explønation of these types of statements.

Item 1. Descrlptlon of Business

We are engaged in natural resource exploration and acquiring, exploring, and developing natural resource properties. Currentþ we are
undertaking exploration and development programs in Nevada.

Development of Business

We were incorporated in the State of Nevada on November 30, 1998. In June 2003, the Company filed Amended and Restated A¡ticles
of Incorporation with the Secretary of State of Nevada changing its name to Patriot Gold Corp. and moving the Company into its
current business of natu¡al resource exploration and mining. On June 17,2003, the Company adopkd a new frading $ymbol - PGOL- to
reflect the name change. The Company has been in the resource exploration and mining business since Jrme 2003.

On April 16,2010, we caused the incorporation of our wholly owned subsidiary, Provex Resources Inc. (?rovex') under the laws of
Nevada.

On April 16,2010, the Company entered into an Assignment Agreement with Provex to assign the exclusive option to an undivided
right, title and interest in the Bruner and Vernal properties and the Bruner Expansion property to Provex. Pursuant to the Assignment
Agreements, Provex assumed the rights, and agreed to perform all of the duties and obligations, of the Company arising under the
Bruner and Vemal Property Option Agreement and the Bruner Property Expansion Option Agreement. Provex's only assets are the
aforementioned agreements a¡rd it does not have any liabilities.
On May 28,2010, Provex entered into an exclusive right and option agreement with Canamex Resou¡ces Corp. ("Canamex') whereby
Canarnex could eam up to 75%o in the Bruner and the Bruner Property Expansion. Canamex agreed to spend an aggregate total of US
$ó million on exploration and related expenditures over the ensuing seven yenrs whereupon Provex agreed to grant the right and option
to eam a vested seventy percent (70%) nd an additional five percent (5%) upon delivery of a bankable feasibility study.

On February 28, Z0Il, the Company entered into an Exploration and Option to Enûer Joint Venture Agreement with Idaho State Gold
Company, LLC, (*ISGC") whereby the Company granted the option and right to eam a vested seventy percent (707o) interest in the
property and the right and option to form a joint venture for the management and ownership of the property called the Moss Mine
Property, Mohave County, Anz,ona (the "Moss Property' or "Moss Mine Property"). Upon execution of tle agreement ISGC paid the
Company $500,000 USD and agreed to spend an aggregate total of $8,000,000 USD on exploration and related expenditures over the
ensuing five years. Subsequent ùo exercise of the ea¡:l-in, ISCC and the Company agreed to form a 70130 joint venture.

In Ma¡ch 2011, ISGC transferred its rights to the Exploration and Option to Enter Joint Venture Agreement dated February 28,2011,to
Elevation Çqld l![ining Corporation ('Elevation"), formerþ known as Northem Vertex Capital Inc.

On May 12, 2016, the Company enter€d into a material definitive Agreemont for Purchase and Sale of Mining Claims and Escrow
Instn¡ctions (the "Purchase and Sale Agreement'') with Golden Vertex Corp., an Arizona corporation ("Golden Vertex," a wholly-
owned Subsidiary of Northcrn Vertex) whereby Golden Vertex agreed üo purchase the Company's ¡en¿ining 30% working interest in
the Moss Gold/Silver Mine for C$1,500,000 (the "Purchase Price") plus a 3% net smelter retum royalty. Specificall¡ the Company
conveyed all of its right, title and interest in those certain paùented and unpatented lode mining claims situated in the Oatman Mining
District, Mohave County, Arizona (the "Claims') together with all extralateral and othcr associated rights, water rights, tenements,
hereditaments and appurtenances belonging or appertaining thereüo, and all rights-of-way, ea¡iements, rights of access and ingress to
and egress from the Claims appurtenant thereto and in which Seller had any interest (collectively, the'Propefy'). The Purchase Price
consisted of C$1,200,000 in cash payable at closing and fte remaining C$300,000 was paid by the issuance of Norttrem Vertex
cornmon shares to the Company valued at $0,35 (857,140 shares), issued pursuant to the ûerms and provisions of an inveshent
agreement (the "Investnent Agreemenf) entered between the Company and Northern Verúex contemporaneor¡Í¡ to the Purchase and
SaleAgreement.
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On April 25, 2017, Provex and Canamex Resources Corp. ('tsuyer") entered into a purchase and sale agreement whereby Ca¡amex
Resou¡ces purchased Patiot Gold's 30 percent working interest in the Bruner gold/silver mine project for US$I.0 million casb, and the
retention of a net smelter retum ('NSR') royalty on the Bruner property including any claims acquired within a two.mile area of
interest around the existing claims. Additionally, the Buyer has the option to buy-down half of the NSR royaþ retained by Patiot for
US$5 million any time during a five-year period following closing of the purchase and sale agreemsnt. The Company recognized a gain
on sale of mineral properties of $1,000,000 from the sale of the Bruner in its Consolidated Statement of Operations.

On May 23, 2017, the Company caused the incorporation of its wholly owned subsidiary, Patriot Gold Canada Corp ('Patriot
Canada"),under the laws of British Columbia, Canada.

On January 17, 2018, the Company desipated 13,500,000 shares of the authorized and unissued preferred søck of the company as

"Series A Preferred StoclC' by filing an Amended and Restated Certificate of Designation with the Secreøry of State of Nevada.

On May 7, 2018, the Company caused the name change of our wholly owned subsidiary, Provex Resources Inc. to Goldbase, Inc.
("Goldbase") under the laws of Nevada.

On June 27, 2019, the Company approved a change in its fiscal year end from May 3l to December 3l

Business Op@[ieIS

We are a natural resource exploration and mining company which acquires, explores, and develops nahral resor¡rce properties. Our
primary focus in the naüral resource sector is gold.

The sea¡ch for valuable natural resources as a business is extremely risþ. We can provide investors with no assurance that the
properties we have either optioned or purchased contain commercially exploitable reseryes. Exploration for mineral reserves is a
speculative venture involving substantial risk. Few properties that are explored are ultimately developed into producing commercially
feasible r€serves. Problems such as unusual or unexpected fomrations and other conditions are involved in mineral exploration and

often result in unsuccessful exploration efforts. [n such a case, we would be unable to complete our business plan and any money sp€nt

on exploration would be lost.

Natural resource exploration and development requires sipificant capital and our assets and resources a¡e limiûed. Therefore, we
anticipate participating in the natural resource industy through the selling or parbrering of our properties, the purchase of small
interests in producing properties, the purchase of properties where feasibility studies already exist or by the optioning of natural
resource exploration and development projects. To date, we have two gold projects located in the southwest United States. In May
2016, we sold our interest in the Moss Mine project and reøined a royaþ In April 2017 , we sold our interest in the Bruner project and
retained a royalty. Our current project inventory consists of the Vernal project and the Windy Peak project.

Financing

There were no financing activities undertaken by the Company during the fiscal year ended December 31, 2021. Due to the
commoncement of the royalties from thç Moss mine, management estimates that the Company will not require additional funding for
the Company's planned operations for the next twelve months.

essspsü-lgg

The mineral exploration industry, in general, is intensely competitive and even if commercial quantities of ore are discovered, a ready
market may not exist for sale of sa¡ne. Numerous factors beyond our control may affect the marketability of any substances discovered.
These facùors include market fluctuations, the proximity and capacity of natural resource ma¡kets and processing equipment,
govemment regulations, including regulations relating úo prices, taxes, royalties, land teil¡re, land use, importing and exporting of
minerals and environme,ntal protection. The exact effect of these factors cannot be accurately predicted but the combination of these
factors mayresult in ou¡ not receiving an adequaùe retum on invested capital.

2
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Coml¡liance with Govemment Regulation and Regg!4fq[y Mattgf

Mining Control ønd Reclsmatíon Reguløtíons

The Surface Mining Control and Reclamation Act of 1977 ('SMCRA*) is administered by the Office of Surface Mining Reclamation

and Enforccment ('OSM") and establishes mining, environmcntal protection and reclarnation standards for all aspects of U.S. surface

¡¡ining, as well as¡ many aspects of underground mining. Mine operators must obtain SMCRA perrnits and perrnit renewals for mining

operations from the OSM. Although state regulatory agencies bave adopted federal mining programs under SMCRA the state becomes

the regulatory authority. Stâtes in which we expect to have active future mining operations have achieved primary confrol of
ørforcement tlrough federal authorization.

SMCRA perrrit provisions include requirements for prospecting including mine plan development, topsoil removal, storage and

replacement, selective fi¿¡dling of overüurden maüerials, mine pi1 bacHïlling and grading, protection of the hydrologic balance,

subsidence control for underground mines, surface drainage control, mine drainage and mine discharge contol and teahent and re-

vegetation

The U.S. mining pemrit application process is initiated by collecting baseline data to adequately characterize the pre-mining

environmental condition of the permit area. We will deveþ mine and reclamation plans by utilizing this geologic data and

incorporating elements of the environmental data. Our mine and reclamation plans incorporaûe the provisions of SMCRA, state

programs and complementary environmental programs which impact mining. Also included in the perrnit application a¡e documents

defining ownership and agreements pertraining to minerals, oil and gas, water rights, rights of way a¡d surface land and documents

required of the OSM's Applicant Violator System, including the mining and compliance history of officers, directors and principal
stockholders of the applicant.

Once a permit application is prepared and submitted to the regulatory agency, it goes through a completeness and technical review.
Public notice of the proposed permit is given for a comment period before a permit can be issued. Some SMCRA mine permit
applications take over a year to prepare, depending on the size and complexity of the minc and often take six months to two years to be

issued. Regulatory authorities have considerable discretion in the timing of the permit issuance and the public has the right to comment
on, and otherwise engage in, the permitting process including public hearings and intervention by the courts.

Surføce Disturbønce

All mining activities govemed by the Bureau of Land Management ('BLM') require reasonable reclamation. The lowest level of
mining activity, "casual use," is desiped for the miner or weekend prospector who creates only negligible surface disturbance (for
example, activities that do not involve the use of earth-moving equipment or explosives may be considered casual use). These activities

would not require either a notice of intent to operate or a plan of oporation. For further information regarding surface management

ûerrns, please refer to 43 CFR Chapter tr Subchapter C, Subpart 3809.

The second level of activity, where sr¡¡face disturbance is 5 acres or less per year, requires a notice advising the BLM of the anticipated
work 15 days prior to commetlcement. This notice must be fTled with the appropriate field office. No approval is needed although

bonding is required. State agencies must be notifred to ensure all requirements a¡e met.

For operations involving more than 5 acres total surface disturbance on lands subject to 43 CFR 3809, a detailed plan ofoperation must

be filçd with the appropriate BLM field ofüce. Bonding is required to ensure proper reclamation. An Environmental Assessment (EA)
is to be prepared for all plans of operation to determine if an Environmental Impact Statement is required. A National Environmental

Policy Act review is not required for casual use or notice level operations unless those operations involve occupancy as defined by 43

CFR 3715. Most occupancies at the casual use and notice level inArizona are covered by a programmatic EA.

3
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An aotivity perrnit is required when uss of equipment is utilized for the purpose of land stripping, earthmoving, blasting (except
blasting associated with an individual source pennit issued for mining), trenching or road constuction.

Future legislation and regulations are expected to become increasingly restrictive and there may be more rigorous enforcement of
existing a¡d future laws and regulations and we may experience substantial increases in equipment and operating costs and may
experience delays, intemrptions or termination of operations. Failure to comply with these laws and regulations may result in the
assessment of administrative, civil and criminal fines or penalties, the acceleration of cleanup and site restoration costs, the issuance of
injunctions to limit or cease operations and the suspension or revocation of permits and other enforcement measures that could have the

effect of limiting production from our future operations.

Trespassing

The BLM will prevent abuse of public lands while recognizing valid rights and uses under the mining laws. The BLM will take

appropriate action to eliminate invalid uses, including unautlorized residential occupancy. The Interior Board of LandAppeals (IBLA)
has found that a claim may be declared void by the BLM when it has been located and held for purposes qther th¡n 6ç pining of
minerals. The issuance of a notice of trespass may occur if an unpatented claim/site is:

used for a home site, place of business, or for other purposes not reasonably related to mining or milling
activities;
used for the mining and sale of leasable minerals or mineral materials, such as sand, gravel and cerúain tlpes of
building stone; or
located on lands that for any reason have been withdrawn from location after the effective date of the
withdrawal.

Trespass actions are taken by the BLM Field Ofüce.

Environmental Lrws

We may become zubject to various federal and state envfuonmental laws and regulations that will impose significant requirements on
our operations. The cost of complying with current and future environmental laws and regulations and our liabilities arising from past
or future releases of, or exposure to, hazardous subsúances, may adversely affect our business, results of operations or financial
condition. In addition" envhonmental laws and regulations, particularþ relating to air emissions, can reduce our profitabilþ Numerous
federal and state governmental permits and approvals are required for mining operations. When we apply for tlese perrnits or
approvals, we rnay be required to prepare and present üo federal or state authorities data pertaining to the effect or impact that a

proposed exploration for, or production or processing ofl may have on the environment. Compliance with these requirerrents can be
costþ and time-consuming and can deþ exploration or production operations. A failure to obtain or comply with permits could result
in significant fïnes and penalties and could adversely affect the issuance of other permits for which we may apply.

Cleøn WøterAct

The U.S. Clean Water Act and corresponding state nnd local laws and regulations affcct mining operations by reshicting the discharge
of pollutants, including dredged or fill materials, into waters of the United States. The Clean Water Act provisions and associated state
and federal regulations are complex and subject to amendments, legal challenges and changes in implementation. As a result of court
decisions and regulatory actions, permitting requirements have increased and could continue to increase tle cost and time we expend
on compliance with water pollution regulations. These and other regulatory requirements, which have the potential to change due to
legal challenges, Congressional actions and other developments increase the cost of, or could even prohibit, certain current or future
mining operations. Our operations may not always be able to remain in full compliance with all Clean Water Act obligations and permit
requirements. As a result, we may be subject to fines, penalties or changes to our operations.

(1)

(2)

(3)

4
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Clean Water Act requirem€nts that may afect our operations include the following:

Sectíon 404

Section 4M of the Clean Water Act requires mining companies to obtain U.S. Army Corps of Engineers (âCOE ) permits to place
material in sheams for the purpose of creating slurry ponds, water impoundments, refirse areas, valley fills or other mining activities.

Our construction and mining activities, including our surface mining operations, will frequentþ require Section 404 perrnits. ACOE
issues two types of permits puñ¡urÌnt to Section 404 of the Clean Water AcÍ nationwide (or o'general') ¡nd "individual" permits.
Nationwide permits are issued to sheamline the permiüing process for dredging and frlling activities that have minimal adverse
environmental impacts. An individual permit typically requires a more comprehensive application process, including public notice and
coÍrment; however, an individual permit can be issued for ten years (and may be extended thereafter upon application).

The issuance of permits to constuct valþ frlls and refr¡se impoundments under Section 404 of the Clean Waùer Act, whether general
permits commonly described as the Nationwide Permit 21 (NWP 2l) or individual permits, has been the subject of many recent court
cases and increased regulaûory oversigbt. The results may materially increase our permitting and operating costs, permitting delays,
suspension of crulent operations and./orprevention of opening new mines.

Emplsysçs

Cunently, our officers and directors provide planning and organizational seryices for us on an as-needed basis, and our adminishative
and office staff also works on an as-needed basis. Some of the field work is completed by service providers and/or exploration
parhers. All of the operations, technical and otherwise, are overseen by the directors of the Company.

Subsidiaries

OnApril 16,2010, we caused the incorporation of our wholly owned subsidiary, Provex Resources, Inc., under the laws of Nevada. On
April 16, 2010, the Company cntered into an Assignment Agreement to assign the exclusive option to an undivided right, title and
interest in the Bruner and Vernal property; and the Bruner Property Expansion to Provex. Pursuant to the Assignment Agreement
Provex assumed the rights, and agreed to perform all of the duties and obligations, of the Company arising under the Bruner and Vemal
Property Option Agreemort; and the Bruner Property Expansion Option Agreement. Provex's only assets are the aforementioned
agreements and it does not have any liabilities.

On May 28, 2010, Provex Resources, Inc. entersd into an exclusive right and option agreement with Canamex Resources Corp.
("Canamex') whereby Canamex could earn up to a 75% r¡ndivided interest in the Bruner and the Bruner Property Expansion. Canamex
agreed to spend an aggregate total ofUS $6 million on exploration and related expenditures over the .asrring seven years whereupon
the Company agreed to g¡ant the right and option to eam a vested seventy percent (70%\ nd an additional fìve percent (5%) upon
delivery ofa bankable feasibility study.

On April 25, 2017, Provex and Canamex Resources Corp. ('tsuyer) entered into a purchase and sale agreement whereby Canamex
Resou¡ces purchased our 3O-per-cent working interest in the Bruner gold/silver mine project for US$1.0 million casþ and the retention
of a net smelter return C'|{SR') royalty on the Bruner property including any claims acquired within a two-mile area of interest around
the existing claims. Additionally, the Buyer has the option to buy-down half of the NSR royaþ for US$5 million any time during a
ñve-year period following closing of the purchase and sale agreement.

On May 23, 2017, the Company caused the incorporation of its wholly owned subsidiary, Patriot Gold Canada Corp (?atriot
Canada'), underüre laws of British Columbi4 Canada.

5

htþs:/Ánww.sec.gov/Anhives/edgar/dala/l080448/000168Íì16822002070/patriot_i10k-123121.htm 10t52

Case 2:24-bk-06359-EPB    Doc 52-3    Filed 10/14/24    Entered 10/14/24 16:11:32    Desc
Exhibit C    Page 100 of 165

168



10110124, 10:50 AM sec.gov/Archives/edgar/data/1 080,148/0001 6831 6822O0207olpatriot_i1 0k-l 23121.htm

On May 7, 2018, the Company caused the name change of our wholly owned subsidiary, Provex Resources Inc. to Goldbase, Inc.
("Goldbase') under the laws of Nevada.

On June 27,2019, the Company approved a change in its fiscal year end from May 3l to December 3l

Item 14. Risk Factors

Factors tlat MavÁfeetI¡¡fi¡re Results

1. lVe may requlre addltion¡l funds to achieve our business obJectlves and any tnability to obtain ftrnding wlll impact our
business.

We may incur operating losses in future periods because tlere are expenses associated with the acquisition, exploration and
developme,nt of natr¡ral resor¡rce properties. We may need to raise additional fr¡nds in the future through public or private debt or equity
sales to fund our future operations and fuIfiIl conhactual obligations. These financings may not be available when needed, and even if
these financings are available, they may be on tenns that we deem unacceptable or are materially adverse to yow interests with respect
to dilution of book value, dividend preferences, liquidation preferences or other terms. Any inability to obtain financing could have an
adverse effect on our ability to implement our business objectives and as a result, could require us to diminish or suspend our
operations or cause a materially adverse effect on our business. Obtaining additional financing would be subject to a number of factors,
including the market prices for gold, silver and other minerals. These factors may make the timing, amount, terms or conditions of
additional financing unavailable to us.

2. Bec¡use our Dlrectors måy serve as ofücers and directors of other companles engaged ln miner¡l exploratlon, a potentlal
conflict of lnterest could negatlvely lmpact our ability to acquire properties to explore and to mn out busfness.

Our Directors and Offïcers may work for other mining and mineral exploration companies. Due to time demands placed on our
Directors and Oftïcers, and due to the competitive nature of the exploration business, the potential exists for conflicts of interest to
occur from time to time that could adversely affect our ability to conduct our business. The Officers and Directors' employment and
afüliations with other entities limit the amount of time they can dedicate to us. Also, our Directors and Ofücers may have a conflict of
interest in helping us identifr and obtain the rights to mineral properties because they may also be considering ttre same properties. To
mitigate these risks, we work with several technical consultants in order to ensure that we are not overþ reliant on any one of our
Officers and Directors to provide us with technical services. However, \ile cannot be certain that a conflict of interest will not arise in
the future. To date, there have not been any conflicts of intsrest between any of our Directors or Officers and the Company.

3. Because of the specul¡tlve nature of exploratlon ¡nd development, there are substrntial rlsks ln our business model.

The search for valuable natural resources as a business is exhemely risþ. We can provide investors with no assurance that the
properties we ol{tn contain commç¡si¿lly exploitable reserves. Exploration for natural resources is speculative and involves risk. Few
properties that are explored are ultimaûely developed into producing commercially feasible reserves. Problems such as unusual or
unexpected formations and other conditions are involved in mineral exploration and often result in unsuccessfr¡l exploration efforts. In
such a case, we would be unable ûo complete ow business plan.

4. Bec¿use of the unique dificulties and uncertainties inherent in mineral exploration and the mÍning business, we face risks.

Potential investors should be aware of the difüculties nonnally encountered by mineral exploration companies. The likelihood of
success must be considersd in light of the problems, expenses, difficulties, complications and delays encountered in connection with
the exploration of the mineral properties that we plan to undertake. These potential problems include, but a¡e not limited to,
unanticipated problems relating üo exploration and additional costs and expenses that may exceed current estimates. In addition, the
search for valuable minerals involves mrmerous hazards which pose financial risks.

6
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5. Bec¡use our operating expenseß moy vrry, ss msy our revenues, profitability nay be inconsistent.

We anticipate that our expenses may vary and so may our reyenues. Therefore, any profïtabilþ we may have could be inconsistent.
There is little history upon which to base any assumption as to the likelihood that we will be consistently profitable, and we can provide
investors with no assurance that we will generate consiste¡rt revenues or consistently achieve profitable operations.

6. Because access to our mineral clalms may be restricted by inclement weather, we may be delayed in our exploration.

Access to our mineral properties may be resticted through some of the year due to we¿ther in the area. As a result, any attempt to test
or explore the property is largely limited to the times when weather permits such activities. These limitations can result in sipificant
delays in exploration efforts.

7. Because ofthe speculetive nature ofexploration ofmineral properties, there is substantial risk.

The sea¡ch for valuable minerals as a business is extremely risþ. Exploration for minerals is a speculative venture involving
substantial risk. The expenditures to be made by us in the exploration of the mineral claims may not always result in the discovery of
economic mineral deposits. Problems such as unusual or unexpected fonnations and other conditions a¡e involved in mineral
exploration and often ¡esult in unsuccessfi.rl exploration efforts.

8. Because of the inherent dangers involved in mineral exploration, there is liability risk.

The sea¡ch for valuable minerals involves nt¡merous hazards. As a result, there is potential liabitity for hazards, including pollution,
c¿ve-ins and other hazards against which we cannot insure or against which we may elect not to insure.

9. lVe are heavily dependent on our CEO ¡nd Presidenl

Our success depends heavily upon the continued contributions ofour CEO and President, whosc knowledge, leadership and technical
expertise would be difücult to replace. Our success is also dependent on our ability to retain and athact experienced engineers,
geoscientists and other technical and professional staff. We do not maintain key man insurance. If we were to lose our CEO and
President, our ability to execute our business plan could be h¿rmed.

Risls Related to Legal Uncertainties and Regr¡lations

10. As we undertake exploration and development of our mineral claims, we will be subject to compliance with government
regulation whlch may lncre¡se the antlcþated cost of our exploration programs.

There are several govemmental regulations that materially restrict mineral exploration. We will be subject to the federal, st¿te and local
laws as we carry out our exploration program. We may be required to obtain work permits, post bonds and perform remediation work
for any physical disturbance to the land in order to comply with these laws. While our planned exploration and development program
budgets for regulatory compliance, there is a risk that new regulations could increase our costs of doing business and prevent us from
carrying out ou¡ exploration and development prograrns.

Public Health Threats Risk

24. Our financial and operating performance may be adversely rffected by global publlc he¡Ith threats, includlng the recent
outbreak of the novel coronavirus (COUD-l9).

Public health threats, zuch as the coronavirus (COVID-l9), influenza and othsr highly communicable diseases or viruses could
adversely impact our operations and cause disruptions in the natwal resource exploration ¿¡d mining indusûy. If the effect of the
coronavirus (COVID-I9) is ongoing, economic conditions and the economic slowdown resulting from COVID-I9 and tho intentional
govemmental responses to the virus may also adversely affect the market price of our common shares.
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Item 18. Unresolved St¡ff Comments

There are no unresolved staffcomments.

Item 2. Description of Properties.

We do not lease or or¡n any real property for our corporate offices. rù/e currentþ maintain our corporat€ ofüce on a month-to-month
basis at 401 Ryland St, Suite 180, Reno, NV 89502. Management believes that our office space is suitable for our cr¡rrent needs.

Ourproperty holdings as of December 31,202I consist of the Vemal Property and the Windy Peak Property

Vernsl Proiect

ó
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Map showing the location of our Vernal Project loceted in Central Western Nevede.
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Acquisítion oflnterests - Vern¡l Project

Pursuant to a Property Option Agreement (the "BV Agreemenf), dated as of July 25,2003, with MinQuest, Inc., a Nevada Company
("MinQuest'), we acquired the option to eam a l00o/o interest in the Bruner and Vernal mineral exploration properties located in
Nevada. Together, these two properties originally consisted of 28 unpatented mining claims on a total of 560 acres in the northwest
tending Walker Lane located in western central Nevada.

To date, the Company has paid the option payrne,nts and made the expenditures necessary to satis$ the requirements of the BV
Agreement and L00% interest in these two properties was therefore tansfened ûo Patiot, zubject to MinQuest retaining a 3%o rcyalty.
All mining interests in the properties are subject to MinQuest retaining a 3%ø royalty of the aggregate proceeds from any smelter or
other purchaser of any ofes, concentates, metals or other material of commercial value produced from the properly, minus the cost of
transportation of the ores, concentrates or metals, including related insurance, and smelting and refhing charges. Pursuant to the BV
Agreement, we have a one-time option to purchase a portion of MinQuest's royaþ interest at a rafe of $1,000,000 for each l%. rtre

may exercise ow option 90 days following completion of a bankable feasibility study of the Bruner and Vernal properties, which, as it
relates to a mineral resource or reserye, is an evaluation of the economics for the extraction (miníng), processing and marketing of a

defined ore leserve that would justify financing from a banking or financing institution for putting the mine into production.

On April 16, 2010, the Company entered into an Assignment Agreement with its wholly owned subsidiary, Provex Resources, Inc.,
(now Goldbase, Inc.) a Nevada Company, to assigrr the exclusive option to an undivided right, title and interest in the Bruner, Bruner
Expansion and Venral propertios úo Provex. Pursuant to the Agreemenf Provex assumed the rights, and agreed to perform all of the

duties and obligations, of the Company a¡ising under the original properly option agre€ments.

In April 2017 , Canamex Resources ("Buyer") purchased our interest in the Bruner properties for US$ I .0 million cash, and we reùained

a two percent net smelter return royalty on the Bruner properties including any claims acquired within a two-mile a¡ea of interest

around the existing claims. Additionally, the Buyer has the option to buy-down half of the NSR royaþ reùained by Patriot for US$5
million any time dwing a five-year period following closing of the purchase and sale agreement.

DescriptÍon and Location of the Vernal Property

The Vemal Property is located approximately 140 miles east-southeast of Reno, Nevada on the west side of the Shoshone Mountains.
Access from Fallon, the closest town of any size, is by 50 miles of paved highway and 30 miles of Savel roads. The Company holds
the property via 12 unpatented mining claims (approximately 248 acres). The Company has a 100% interest in the Vernal property,

subject to an existing royalty.

Exploradon History ofthe Vernal Property

Hisûorical work includcs numerous short adits constructed on the Vernal Property between 1907 and 1936. There appears to have been

little or no mineral production.

The Vernal Property is underlain by a thick sequence of Tertiary age rhyolitic volcanic rocks including hrffs, flows and intrusives. A
volcanic center is thought üo underlie the district, with an inhuding rhyolite plug dome (a domal feature formed by the exfrusion of
viscous quartz-rich volcanic rocks) thought to be closely related to mineralization encountered by the geologists of Amselco, the U.S.
subsidiary of a British company, who explored the Vernal Property back in the 1980's, and who in 1983 mapped, sampled and drilled
the Vernal Property. Amselco has not been involved with the Vemal Property over the last 20 years and is not associated with our option
on the Vernal Property or the exploration work being done. A 225-foot-wide zone of poorly outcropping quartz stockworks (a multi-
directional quarE veinlet systern) and larger veining tends exist northeast from the northern margin of the plug. The veining consists of
chalcedony containing l-5% pyrite. Clay alteration ofthe host volcanics is strong. Northwest trending veins are also present but very
poorly exposed. Both directions carry gold values. Scattered vein float is found over the plq.The most significant gold valuos in rock
chips come from veining in tuffaceous rocks north of the neady east-west contact of the plug. This a¡ea has poor exposure, but
sampling of old dumps and surface workings show an open-ended gold anomaly that measwes 630 f€et by 450 feet.
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The Vernal Property claims presently do not have any known mineral reserves. The property fhat is the subject of our mineral claims ig
undeveloped and does not contain any commercial scale open-pits. Numerous shallow underground excavations occur within the
cental portion of the prope(y, No reported historic production is noted for the property. There is nq mining plant or equipment located
on the properry that is the subject of the mineral claim. Currently, there is no power supply to the mineral claims. Although drill holes
are present rvithin the property boundary, there is no known drilled reserve on our claims.

Úr July 2003 and again in June 2017, members of our Board of Directors and geology team made an onsite inspection of the Vemal
property. Mapping (the pnocess of laying out a grid on the la¡d for a¡ea identification where samples are taken) and sampling (the
process of taking small quantities of soil and rock for analysis) have been completed. In March 2005, the Company initiatpd the process

to secure the proper permits for tenching and geochemical sampling ûom the U.S. Forest Service.

Our exploration of tho Vemal Property to date has consisted of geologic mapping, trenching and rock chip geochemical sampling. The
Board of Directors approved a budget of approximately $55,000 (including the refundable bond of $900) for the Vernal property. An
exploration program was conducted in November 2008. The program consisted of 200 feet of tenching, sampling and mapping, and
opening, mapping and sampling of an underground workings consisting of approximately 275 feet of workings. The Company is
continuing to evalu¿te the Vemal Properly.

In September 2017,we released a National Instrument 43-l0l Technical Report on the Vernal.

Planned Exploration

The Company's current objectives are to ass€ss the geological merits and if warr¿nted and feasible establish an exploration program to
identiff the potential for economically viable mineralization. The cost of an exploration plan has not yet been determined therefore
estimated exploration expenditures are not available at this time. The Company recognizes that the Vemal Property is an early-stage
exploration opportunity and there are currentþ no proven or probable reserves.

WisdvleatsPropÉy

Acquisition of Interest

In May 2015, after a review of historical records and information available regarding a potential mineral property interest in Churchill
County, Nevad4 the Company acquired the Windy Peak Property, (referred to herein as the "rüindy Peak Property," uWindy Peak" or
the "Property'). This early-stage exploration project was secured through the completion of an Assignment and Assumption
Agreement. Windy Peak has beenvisited by directors and technical staffof the Company several times in 2017,2018,2019,and2020.
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Description rnd Locatlon of the rilhdy Peek Property

The rWindy Peak Property consists of 114 unpatented mineral claims covering approximately 2,337 contiguous acres, 3 miles NNE of
the Bell Mountain and 7 miles east of the Faiwiew mining distict in southwest Nevada. Windy Peak is approximately 45 miles
southeast of Fallon and 5 % miles south of Middlegate. The Froperty is a contiguous claim block. Access to the project area is by paved
highway, followed by a short stretch of gravel road.

Access ûo the Windy Peak Properfy is from U.S. Highway 50, tlence south via Highway 361to an unmarked dirt road that heads west
along the south side of an unnamed wash referred to as Windy Wash. The dirt road exits Highway 95 near the border of Sections 27 &
34.The Bell Mountain quadrangle (datqd 1972\ shows an older dirt road that follows the floor of the wash. About 2 miles along the dirt
road, henching and cutting of trails to access va¡ious portions of the Property have extensively disturbed the hill. The dirt road is in
good condition, howevet the stee,per trails near rùVindy Peak require a 4-wheel-drive for access. There is no plant, equipment, water
source nor power currently on site. Power could be provided by portable diesel-powered generators. Non potable water may be sor¡rce
able on siûe for drilling, mining and milling purposes.

The Property claims a¡e held as unpatented federal land claims arlministered under the Department of Interior, BLM. In order to acquire
an unpatented miner¿l claim, the land must be open to mineral entry. Federal law specifies that a claim must be located or "staked" and
site boundaries be distinctþ and clearly ma¡ked to be readily identifiable on the ground in addition ûo filing the appropriate state and or
federal document¿tion such as Location Notice, Claim Map, Notice of NonJiability for Labor and Materials Furnished, Notice of
Intent to Hold Mining Claims, Maintenance Fee Paymsnt and fees to secu¡e the claim. The State may also establish additional
requirements regarding the manner in which mining claims and sites are located and recorded. An rlnpatented mining claim on U.S.
govemment lands est¿blishes a claim to the locatable minerals (also referred to as stakeable minerals) on the land and the right of
possession solely for mining purposes. No title to the land passes to the claimant. If a proven economic mineral deposit is developed,
provisions of federal mining laws permit owneß of unpatented miniag claims to patent (to obtain title to) the claim. The Property
surface estate and mineral rights are federally owned and subject to BLM regulations. None of the Property claims have been legally
surveyed. Although our legal access to unpatented Federal claims cannot be denied, staking or operating a mining claim does not
provide the claim holder exclusive rights to tle surface resources (unless a right was determined under Public Law 84-167), establish
residency or block access ûo other users. Regulations managing the use and occupancy ofthe public lands for development oflocatable
mineral deposits by limiting such use or occupancy ûo that which is reasonably incident is found in 43 CFR 3715. These Regulations
apply to public lands administered by the BLM.
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Annual maintenance fees paid to the BLM and recording fees must be paid to the respective county on or before September I of each
year to keep the claims in good standing, provided the filings are kept cunent these claims can be kept in perpetuity.

Past Exploration in the Wtndy PeakArea

F¡lrvlew Dlsûdct

The tWindy Peak area has been considered to be part of, or at least an extension of, the Fairview District which, is located on Fairview
Peak about 6 miles ÌWNW of Hill6483. Both areas are within the Fairview Peak caldera, but their geochemical differences indicate
they are not related.

Windy Peak

Published information regarding the Windy Peak area refers to a small leach pad at the Cye Cox prospect at Hill 6483. This exploration
was located adjacent to but not on our northern claim block. According to historical reports, an initial 6 claims (Red Star) were staked

by Cye Cox of Fallon from 1945 to 1969. Subsequent lessees staked an additional 79 Red St¿¡ claims from 1978 to 1979. Cye Cox
together with Pete Erb and "Pine Nuf' Forbush discovered high-grade gold on the south side of Hill 6483 in the Windy fault in 1970.

The presence of old timbers near a mostly-covered hole at the westem trench (about.mile west of the Windy adit) indicates that they
also did some work there. After frnther examination a plant with a 6-8" gnzzly and trommel (21'x 30") was setup and operated.

Exploration on and a¡ound the properly has included geologic mapping, rock chip sampling, sagebrush biogeochemisby, VLF-EM,
VlF-resistivity and magnetic geophysical surveys, and reverse circulation drilling. Various companies, including Terraco Gold Corp,
Solitario Resources, Red Star Gold, Pegasus Gold Corp, Rio Tinto, and Kennecott, have conducted drilling on and around tle property,

with moré than 70 holes drilled. Limited small-scale mining activities have been conducted by various private parties since the 1940's,

including a small glory hole mined during the 1970's centered on Hill 6483. Previous work on the property included many vertical
reverse-circulation drill holes, which are not ruited to testing the high-angle structures known to host the gold- bearing veins. Some of
the holes previously drilled a¡e inferred to be too shallow to properþ test targets. The Company believes the high-grade structurally
hosted gold potential on the property has not been tested by previous drilling programs.

Geology of the Wlndy Peak PropertyArea

Review of late Tertiary epithermal gold-silver deposits in the northern Great Basin, revealed that most deposits are spatially and

temporalþ related to two magmatic assemblages: bimodal basalt-rhyolite and westem andesite. The Fairview district, including the

Bell Mine, is related to a third, minor magmatic assomblage, the late Eoccne ùo early Miocene caldera complexes of the interior
andesite-rhyolite assemblage. This assemblage hosts the giant late-Oligocene Round Mountain deposit plus smaller deposis in the

Atlanta" Fairview, Tuscarorq and Wonder mining districts. The youngest rocks in the interior andesite-rþolite assemblage are in tle
Fairview and Tonopah mining dishicts. Recent studies have shown that the magmatism associated with the interior andesite rhyolite
assemblage had a close spatial and temporal association with crustal extension, and that these magmas may have been formed by
partial mixing ofmantle-derivedbasal wilh crustal melt.

Current Exploration

The Company has been conducting an ongoing exploration program to assess the potsntial for economically viable mineralization. The
exploration program has been permitted by the BLM. The Company initiated drilling in the summer of 2018, and this program

extended into October 2018. Further drilling was completed in December 2019, and again in January 2021. Exploration on the project
is ongoing. The Company recogrrizes that Windy Peak is an early-stage exploration opporh¡nity and there are currently no proven or
probable reserves.

R¡inbow Mou ntaln Prop¡f úy

Acqulsldon of Interest

In autumn of 2018, after conducting initial reconnaissance of the Rainbow Mountain, the Company acquired the Rainbow Mountain
Property, (referred to herein as the "Rainbow Mountain Property," "Rainbow Mountain" or tlte '?roperty'). This earþ-stage
exploration project was secured through staking and fîling the associated paperwork and fees with the BLM and County. Rainbow
Monntain has been visited by directors and technical staffof the Company several times in 2018,2019, and2020.
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Descrlptlon ¡nd Locetlon of the Relnbow Mount¡in Property

The Rainbow Mor¡nt¿in gold project consisted of 8l unpateirted lode claims totaling approximately 1,620 contiguor¡li acres, located
approxirnately 23 hn southeast of Fallon, in the state of Nevada. Access ûo the project area is by paved highway, followed by a short
sfreûch ofgravel road.

The Property claims were held as unpatented federal land claims adminisûered under the Deparûncnt of Intcrior, BLM. h order ûo

acçire an unpatented mineral claírn" the land must be o,pcn to mineral entry. Federal law specifies that a claim must be located or
"staked" and site boundaries be distinctly and clearly ma¡ked to be readily identifiable on the ground in addition to filing the
appropriate state and or federal documentation zuch as Location Notice, Claim Map, Notice of NonJiability for Labor and Materials
Furnished, Notice of Intent to Hold Mining Claims, Maintenance Fee Payment and fees to secure the claim. The State may also
establish additional reçirernents regarding fhe manner in which mining claims and sites are located and recorded. 4¡¡ r'nFateirùed

mining claim on U.S. government lands esüablishes a claim to the locatable minerals (also refencd ùo as stakeable mincrals) on the land
and the right of possession solely fs1 mining pur?oses. No title to the land passes to the claimant. If a proven economic mineral deposit
is developed" provisions of federal mining laws permit owners of unpatenæd mining claims to patent (to obtain title to) the claim. The
Property surface estate a¡d mineral rights are federally owned and subject to BLM regulations. None of the Property claims have been
legally surveyed. Although our legal access to unpatented Fcderal claims cannot be denied staking or operating a mining claim does
not provide the clnim holder exclusive rights ûo the surface resources (unless a right was determined undsr Public Law 84-167),
establish residency or block accæss ùo other users. Regulations managing the use and occupanry of the public lands for development of
locatablc mineral deposits by limiting such use or occupancy to that which is reasonably incident is for¡nd in 43 CFR 3715. These

Regulations apply úo public lands administered by the BLM.

13
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Annual maintenance fees paid to the BLM and recording fees must be paid to the respective county on or before September I of each
year to keep claims in good standing, and provided the filings are kept current such claims can be kept in perpetuity.

Geology of the R¡inbow Mountaln Property Area

The claim area roughly encompassed nearly the fi,rll extent of Rainbow Mountain, and specificalþ a prominent zone of northeast-
striking faults which transect the cental part of Rainbow Mountain. This complex fault zone involves three discrete Tertiary volcanic
units comprised of basalt, dacite, and olivine basalt. Individual fault traces are well exposed locally and a¡e often coincident with the
contacts between the individual lithologic units. Many of the fault taces exhibit prominent fault breccia and hydrothermal breccia, and
surface sarnples of this material retumed anomalous gold and silver values up to 0.807 ppm and 1.6 ppor, respectively.

Based on observations recorded during field reconnaissance, individual hydrothermal veins along the faulted contacts range in
thickness up to 1.5 m, with associated shike lengths of up ûo 1.7 km. The Company postulates that this locally intense faulting, in
conjunction with the associated anomalous assay values, is suggestive of a potential epithermal vein system within the footwall of the
greater Rainbow Fault zone.

Current Explor¡tion

The Company conducted an exploration program to assess the potential for economically viable mineralization. The exploration
program was permitüed by the BLM. The Company initiated driling in December of 2020, In light of the assay results of the drilling
program, the Company opted to not renew the claims associated with the Rainbow Mountain project.

Item3. LegalProceedings

There are no pending legal proceedings involving the Company or in which any director, officer or afüliate of the Company, any owner
of record or beneficially of more than 5Yo of any class of voting securities of the Company, or securit5r holder is a party adverse to the
Company or has a material interest adverse to the Company.

ftem 4. Mine Safety Disclosures

The Dodd-Frank Wall Steet Reforrn and Consumer Protection Act (the "Act") and Item lM of Regulation S-K require certain mine
safety disclosures to be made by companies that operate mines regulated under the Federal Mine Safety and Health Act of 197'7.
However, the requirements of tle Act and Item 104 of Regulation S-K do not apply as tle Company does not engage in mining
activities, Therefore, the Company is not required to make such disclosures.

l4
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Glossaryof Mining-I@Ê

Adit(s). Hisûoric working driven horizontally, or nearþ so into ¿ hillside to explore for and exploit ore.

Alr trnck holes. Drill hole constructed with a small portable drill rig using an air-driven hammer

Core holes. A hole in the ground th¿t is left after the process where a hollow ddll bit with diamond chip teeth is used to drill into the
ground. The center of the hollow drill fills with the core of the rock that is being drilled into, and when the drill is extracted a hole is
left in the ground.

Geochemical sampllng. Sample of soil, rock, silt, water or vegetation analyznd to detect the presence of valuable metals or other
metals which may accompany them. For example, arsenic may indicate the presence of gold.

Geologlc mapplng. Producing a plan and sectional map of the rock types, súucture and alteration of a property.

Geophysical survey. Electrical, magnetic, gravlty and other means used to detect features, which may be associated with mineral
deposits.

Ground magnetlc survey. Recording variations in the earth's magnetic field and plotting same.

Ground radlometrlc surrrey. A survey of radioactive minerals on the land surface.

Leaching. Leaching is a cost-effective process where ore is subjected to a chemical liquid that dissolves the mineral component from
ore, and then the liquid is collected and the metals extracted from it.

Level(s). Main underground passage driven along a level course to afford access to stopes or workings and provide veirtilation and a
haulage way for removal of ore.

Magnetic lows. An occrurence that may be indicative of a destruction of magnetic minerals by later hydrothennal (hot water) fluids
that have come up along faults. These hydrothermal fluids may in tum have carried and deposited precious metals such as gold and/or
silver.

P¡tented or Unpatented Mining Claims. In this Annual Report there axe references to 'þatented" mining claims and'tnpatented"
mining claims. A patented mining claim is one for which the United States government has passed its title to the claimant, giving that
person title to the land as well as the minerals and other resources above and below the surface. The patented claim is then treated like
any otherprivate land and is subject to local property taxes. An unpatented mining claim on United States government lands establishes
a claim to the locatable minerals (also referred to as stakeable minerals) on the land and the right of possession solely for mining
puq)oses. No title to the land passes to the claimant. [f a proven economic mineral deposit is developed, provisions of federal mining
laws perrnit owners of unpatented mining claims to patent (to obtain title to) the claim. If one purchases an unpatented mining claim
that is later declared invalid by the United States govemmeirt, one could be evicted.

Plug. Avertical pipe-like body of magna representing a volcanic vent similar to a dome.

Quartz Stockworks. Amulti-directional system of quarÞ veinlets.

RC holes. Short form for Reverse Circulation lhill holes. These are holes a¡e left after the process of Reverse Circulation Drilling.

Reserve. That part of a mineral deposit which could be economically and legally exhacted or produced at the time of the reserve
determination. Reserves are cusûomarily stakd in terms of uore'when dealing with metalliferous minerals; when other materials such
as ooal, oil, shale, tar, sands, limestone, etc. are involved" an appropriate terrn such as "recoverable coal" may be substituted.

11
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Resource. An estimate of the total tons and gfade of a mineral deposit defined by surface sampling, drilling and occasionally
underground sampling of hisûoric diggings when available.

Reverse clrculation drllllng. A less expensive form ofdrilling than coring that does not allow for the recovery ofa tube or core of
rock. The material is brought up from depth as a series of small chips of rock that are their bagged and sent in for analysis. This is a
quicker and cheaper method of drilling but does not give as much information a.bout the underlying rocks.

Rhyolite plug dome. A domal feahre forrred by the extrusion of viscous quartz-rich volcanic rocks.

Sclntlllometer survey. A survey of radioactive minerals using a scintillometer, a hand-hel{ highly accurate measuring device.

Scoplng Study. A detailed study of the various possible methods to mine a deposit.

Silicic dome. A convex landform created by extuding quartz-rich volcanic rocts.

Stope(s). An excavation from which ore has been removed from sub-vertical openings above orbelow levels.

Tertiary. That portion of geologic time that includes abundant volcanism in the western U.S.

Trenching. A cost-effective lvay of examining the structure and nature of mineral ores beneath gravel cover. It involves digging long
usually shallow trenches in carefirlly selected areas to expose unweathered rock and allow sampling.

Volc¡nic center. Origin of major volcanic activity

Volc¡noclastlc. Coarse, unsorted sedimentary rock formed from erosion of volcanic debris.

F orward-Looking Statements
This Annual Report on Form lO-K contains forward-looking infonnation. Forwa¡d-looking information includes statements relating to
future actions, prospective products, future perforrrance or results of current or anticipated products, sales and marketing efforts, costs
and expenses, interest raües, ouücome of contingencies, financial conditior! results of operations, liquidity, business strategies, cost
savings, objectives of management of Patriot Gold Corp. (hereinafter referred to as the "Company," "Patriot Gold" or'lne') and other
matters. Fonvard-looking information may be included in this Annual Report on Form 10-K or may be incorporaæd by reference from
other documents filed with the Securities and Exchange Commission (the *SEC") by the Company. One can find many of these
statements by looking for words including, for example, "believ€s," "expects," "anticipaûes," "estimates" or similar expressions in this
Annual Report on Form 10-K or in documents incorporated by reference in this Annual Report on Form 10-K.

The Company has based the forward-looking stateme'nts relating to the Company's operations on management's current expectations,
estimates and projections about the Company and the indusûry in which it operates. These statements are not guarantees of futme
performance and involve risks, uncertainties and assumptions that we caonot predict. In particular, we have based many of these
forward-looking statements on assumptions about future events tlat may prove to be inaccurate. Accordingly, the Company's actual
results may differ materially from those contemplated by these forward-looking statements. Any differences could result from a variety
of factors, including, but not limited to general economic and business conditions, competition, and other facûors. The Company
undertakes no obligation to publicly update or revise any forward-looking statements, whetler as a result of new information or future
events.

lll
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PARTI

The following should be read in conjunction with the audited consolidated financial statemenß and îhe notes thereto íncluded
elsewhere in thís Form IO-K. Throughout th¡s document, we make statements thøt are cløssifed as "þrwatdJooking." Pleøse refer to
the "Forward-Looking Statements" sectíon abovefor an explanation of these types of støtemenß.

Item 1. Description of Buslness.

We are engaged in natural resowce exploration and acquiring, exploring, and developing natu¡al resou¡ce properties. Currently we are
undertaking exploration and development programs in Nevada.

D evelopmpnlsfÈusiscss

'We were incorporated in the State of Nevada on November 30, 1998. [n June 2003, the Company filedAmended and RestatedArticles
of Incorporation with the Secretary of State of Nevada changing its name to Patriot Gold Corp. and moving the Company into its
current business of natural resource exploration and mining. On June l7 ,200.3, the Company adopted a new tading symbol - PGOL- to
reflect the name change. The Company has been in the resource exploration and mining business since June 2003.

On April 16,2010, we caused the incorporation of our whoþ owned subsidiary Provex Resources Inc. (?rovex') under the laws of
Nevada,

On April 16, 2010, the Company entered into an Assignment Agreement with Provex to assign the exclusive option to an undivided
right, title and interest in the Bruner and Vernal properties and the Bruner Expansion property to Provex. Pursuant to the Assignmørt
Agreements, Provex assumed the rights, and agreed to perform all of the duties and obligations, of the Company arising under the
Bruner and Vemal Property Option Agfe€ment and the Bruner Property Expansion Option Agreement. Provex's only assets are the
aforementioned agreenrents and it does not have any liabilities.

On May 28,2010, Provex entered into an exclusive right and option agreement with Canamex Resources Corp. ("Canamex') whereby
Canamex could earn up to 75Yo in the Bruner and the Bruner Property Expansion. Canamex agreed to spend an aggregate total of US
$6 million on exploration and related expenditures over the ensuing seven years whereupon Provex agreed to grant the right and option
to eam a vested seventy p€rcent Q0%) and an additional five percent (5%) upon delivery of a bankable feasibility study.

On February 28,20L1, the Company entered into an Exploration and Option to Entcr Joint Venture Agreement with Idalro State Gold
Company, LLC, ('ISGC") whereby the Company granted the option and right io ea¡n a vested seventy percent (70%) interest in the
property and the right and option to fonn a joint venture for the management and ownership of the property called the Moss Mine
Property, Mohave County, Arizona (the "Moss Property" or "Moss Mine Property"). Upon execution of the agreement ISGC paid the
Company $500,000 USD and agreed to spend an aggregaûe total of $8,000,000 USD on exploration and related expenditures over the
ensuing five years. Subsequent to exercise of the earn-in, ISGC and the Company agreed to form a 70130 joint ve,nture.

In Ma¡ch 20 I I , ISGC hansfened its rights to the Exploration and Option to Enter Joint Venture Agreemort dated February 28 , 20ll , to
Elevation Çeld lvtining Corporation ("Elevation"), formerþ known as Norttrern Vertex Capital Inc.

On May t2, 2016, the Company entered into a material definitive Agreement for Purchase and Sale of Mining Claims and Escrow
Instructions (the "Purchase and Sale Agreement'') with Golden Vertex Corp., an Arizona corporation ("Golden Vertexo" a wholly-
owned Subsidiary of Northern VertÐ whereby Golden Vertex agreed to purchase the Company's ¡em¿ining 30% working interest in
the Moss Gold/Silver Mine for C$1,500,000 (the "Purchase Price") plus a 3% net smelter retum royalty. Specifically, the Company
conveyed all of its right, title and interest in those certain patented and unpatented lode mining claims situaûed in the Oatman Mining
District, Mohave County, Anzona (the "Claims") together with all extualateral and other associated rights, water rights, tenements,
hereditarnents and appurtenances belonging or appertaining thereûo, and all rights-of-way, easements, rigbts of access and ingress to
and egress from the Claims appurtenant tlereto and in which Seller had any interest (collectively, the'Property'). The Purchase Price
consisted of C$1,200,000 in cash payable at closing and the remaining C$300,000 was paid by the issuance of Northem Vertex
cornmon shares to the Company valued at $0.35 (857,140 shares), issued pursuant to the terms and provisions of an invesûnent
agreement (the "Investment Agreement') entered between the Company and Northern Vertex contemporaneous to the Purchase and
SaleAgreement.

I
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On April 25,2017, Provex and Canamex Resources Corp. ('tsuyer") entered into a purchase and sale agre€ment whereby Canamex

Resources purchased Patriot Gold's 30 pcrcent working interest in the Bruner gold/silver min6 p¡sjsct for US$I.0 million casb, and the
retention of a net smelûer retum ('Î.ISR) royalty on the Bruner property including any claims acquired within a two-mile area of
interest a¡ound the existing claims. Additionally, the Buyer had the option ûo buy-down half of the NSR royaþ retained by Pafriot for
US$5 million any time during a five-yearperiod following closing of the purchase and sale agrcem€,nt. The Company recognized a gain

on sale of mineral properties of $1,000,000 from the sale of the Bn¡ner in its Consolidated Statement of Operations.

On May 23, 2017, the Company caused the incorporation of its wholly owned subsidiary, Patriot Gold Canada Corp ("Patriot
Canada"), under the laws of British Columbia, Canada.

On January I7, 2018, the Company designated 13,500,000 sha¡es of the authorized and unissued preferred stock of the company a{¡

"Series A Preferred Stocld' by filing an Amended and Restated Certificate of Designation with the Secretary of State of Nevada.

On May 7, 201.8, the Company caused the name change of our wholly owned subsidiary, Provex Resources Inc. to Goldbase, Inc.
('Goldbase") under the laws of Nevada.

On June 27 ,2019, the Company approved a change in its fiscal year end from May 31 to December 3l

Business Operations

We are a natural resource exploration and mining company which acquires, explores, and develops natural resource properties. Our
primary focus in the natural resource sector is gold.

The search for valuable natural resources as a business is extremely risþ. We can provide investors with no assurance that the
properties we have either optioned or purchased contain commercially exploitable reserves. Exploration for mineral reserves is a
speculative venture involving substantial risk. Few properties that are explored are ultimately developed into producing commercially
feasible reserves. Problems such as unusual or unexpected fomrations and other conditions are involved in mineral exploration and

often result in unsuccessful exploration efforts. In such a case, we would be unable to complete our business plan and any money spent

on exploration would be lost.

Natural resource exploratíon ând development requires sipificant capital and ou¡ assets and resources a¡e limited. Therefore, we
anticipate participating in the natural resowce indusüry through the selling or parhering of our properties, the purchase of small
interests in producing properties, the purchase of properties where feasibility studies already exist or by the optioning of natural
resoluce exploration and development projects. To daûe, we havç two gold projects located in the southwest United States. In May
201 6, we sold ou¡ interest in the Moss Mine project and retained a royalty. In April 2017 , we sold our interest in the Bruner project and

retained a royaþ Our current project inventory consists of the Vemal project and the Windy Peak project.

Financing

There were no financing activities undertaken by the Company during the fiscal year ended December 31, 2022. Due to the

cortmencement of the royalties from the Moss mine, management estimatcs that thc Company will not require additional funding for
the Company's planned operations for the next twelve months.

Compgtitig'rl

The mineral exploration industry, in general, is intensely competitive and even if commercial quantities of ore a¡e discovered, a ready
market may not exist for sale of sarne. Numerous factors beyond our conûol may affect the mmketability of any substances discovered.
These factors include ma¡ket fluctuations, the proximity and capacity of natural resource ma¡kets and processing equipment,
government regulations, including regulations relating to prices, taxes, royalties, land tenure, land use, importing and exporting of
minerals and environrnental protection. The exact efect ofthese factors cannot be accurately predicted, but the combination oftlese
factors may rezult in our not receiving an adequate retum on invested capital,

2

htþs://www.sec.gov/Arcìives/edgar/data/1080448/000168:'1ô8230016,4s/patrioUl0k-123122.htm 7152

Case 2:24-bk-06359-EPB    Doc 52-3    Filed 10/14/24    Entered 10/14/24 16:11:32    Desc
Exhibit C    Page 119 of 165

187



'lùl1Ûl24, 10:39 AM sec.gov/Archives/edgar/data/1080¡148/00016831682300164S/patriot_i1 0k-1 23l22.hlm

Corìpliance witl Govemment ReCúAIieggqdßgCUlAIOry-MAügrË

Miníng Control and Reclamation Regulølions

The Surface Mining Control and Recla¡nation Act of 1977 ('SMCRA") is administered by the Office of Surface Mining Reclamation
and Enforccrnent (UOSM') and establishes mining, environmenüal protection and recla¡n¿tion st¿ndards for all aspects of U.S. surface
mining, as well as many aspects of underground mining. Mine operators must obtain SMCRA perrrits and perrnit renewals for mining
operations from the OSM. Although state regulatory agencies have adopted federal mining prograüìs under SMCRA, the state becomes
the regulatory authority. States in which we expect to have active futu¡e mining operations have achieved primary contol of
enforcement tlrough federal authorization.

SMCRA permit provisions include requirements for prospecting including mine plan developmenf topsoil rernoval, storage and
replacemenl selective handling of overburden maùerials, mine pit backfilling and grading, protection of the hydrologic balance,
subsidence confol for underground mines, surface drainage contol, mine drainage and mine discharge control and treatment and re-
vegetation.

The U.S. mining permit application process is initiated by collecting baseline data to adequately characterize the pre-mining
environmental condition of the permit area. We will develop mine and reclamation plans by utilizing this geologic data and
incorporating elements of the envi¡onmental data. Our mine and reclamation plans incorporate the provisions of SMCRA, state
progams and complementary snvironmental progmms which impact mining. Also included in the permit application a¡e documents
defining ownership and agreements pertaining to minerals, oil and gas, water rights, rights of way and surface land and documents
required of the OSM's Applicant Violator System, including the mining and compliance history of oflicers, di¡ectors and prinoipal
stockholders of the applicant.

Once a permit application is prepared and submitted to the regulatory agenc)a it goes through a completeness and technical review.
Public notice of the proposed permit is given for a comment period before a pemrit can be issued. Some SMCRA mine permit
applications take over a year to prepare, depending on the size and complexity of the mine and often take six months to two years ùo be
issued. Regulatory authorities have considerable discretion in the timing of the permit issuance and the public has the right to cornment
on, and otherwise engage in, the permitting process including public hearings and intervention by the courts.

Surføce Dßturbance

dll ¡lining activities govemed by the Bureau of Land Manageme,nt ("BLM") require reasonable reclamation. The lowest level of
¡¡¡ining activity, "casual use," is desiped for the miner or weekend prospector who creatçs only negligible swface disturbance (for
example, activities that do not involve the use of earth-moving equipment or explosives may be considered casual use). These activities
would not require either a notice of intent to operate or a plan of operation. For further information regarding surface management
terms, please refer to 43 CFR Chaptor II Subchapter C, Subpart 3809.

The second level ofactivity, where surface disturbance is 5 acres or less per year, requires a notice advising the BLM ofthe anticipated
work 15 days prior ûo commencement. This notice must be fìled with the appropriate field office. No approval is needed although
bonding is required. State agencies must be notified üo ensure all requirements are met.

For operations involving more than 5 acres total surface disturbance on lands subject to 43 CFR 3809, a detailed plan of operation must
be filed with the appropriate BLM field ofüce. Bonding is required to ensure proper reclamation. An Environmental Assessment @A)
is to be prepared for all plans of operation to detemrine if an Environmental Impact Statement is required. A National Environmental
Policy Act review is not required for cazual use or notice level operations unless those operations involve occupancy as defined by 43
CFR 3715. Most occupancies at the casual use and notice level inArizona are covered by a programmatic EA.

An activity pemrit is required when use of equipment is utilized for the purpose of land stripping, earthmoving, blastrng (except
blasting associated witl an individual source permit issued for mining), tenching or road constuction.

3
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Future legislation and regulations are expected to become increasingly restrictive and there may be more rigorous enforcement of
existing and future laws and regulations and we may exporience zubstantial increases in equipment and operating costs and may
experience delays, interruptions or temrination of operations. Failure to comply with these laws and regulations may result in the
assessment of administrative, civil and criminal fines or penalties, the acceleration of cleanup and site restoration costs, the issuance of
injunctions to limit or cease operations and the suspension or revocation of perrrits and other enfofcement measr¡ros that could have the
effect of limiting production from our future oporations.

Trespøssíng

The BLM will prevent abuse of public lands while recognizing valid rights and uses under the mining laws. The BLM will take
appropriate action to eliminate invalid uses, including unautlorized residential occupancy. The Interior Board of Land Appeals (IBLA)
has found that a claim may be declared void by the BLM when it has been located and held for purposes othsr than the mining of
minerals. The issuance of a notice of trespass may occur if an unpaûented clain/siûe is:

(1) used for a home site, place of business, or for other purposes not reasonably related to mining or milling
activities;

A) used for the mining and sale of leasable minerals or mineral materials, such as sand, gravel and certain types of
building sûone; or

(3) located on lands that for aûy reason have been withdrawn from location after the effective date of the
withdrawal.

Trespass actions are taken by the BLM Field Ofüce.

Envìronmental Lsws

We may become subject to various federal and state environmental laws and regulations that will impose sipificant requirements on
our operations. The cost of complying with current and future environmental laws and regulations and our liabilities arising from past

or future releases of, or exposure to, hazardous substances, may adversely affect ou¡ business, results of operations or financial
condition. In addition, environmental laws and regulations, particularly relating to air emissions, can reduce our profiøbility. Numerous
federal and st¿te governmental permits and approvals are required for mining operations. When we apply for these perrnits or
approvals, we rnay be required to prepare and present ûo federal or state authorities data pertaining to the effect or impact that a
proposed exploration for, or production or processing o{ may have on the environment. Compliance with these requirements can be
costþ and time-consuming and can delay exploration or production operations. A failure to obtain or comply with perrrits could result
in significant fines and penalties and could adversely affect the issuance of other permits for which we may apply.

Cleøn WaterAct

The U.S. Clean Water Act and conesponding state and local laws and regulations affect mining operations by restricting the discharge
of pollutants, including dredged or fill materials, into waters of the United States. The Clean rrlVater Act provisions and associated state
and federal regulations are complex and subject to amendments, legal challenges and changes in implementation. As a result of court
decisions and regulatory actions, permitting requirements have increased and could continue ûo increase the cost and time we expend
on compliance with water pollution regulations. These and other regulaûory requirements, which have the potential to change due to
legal challenges, Congressional actions and other developments increase the cost of, or could even prohibit, certain current or futue
mining operations. Our operations may not always be able to remain in full compliance with all Clean WaterAct obligations and permit
requirements. As a result, we may be subject to fines, penalties or changes to our operations.

Clean WaterAct requirements that may affect our operations include the following:

Seclìon 404

Section 4M of the Clean Water Act requires mining compeniss to obtain U.S. Anny Corps of Engineers C'ACOE ) perrnits to place
material in sheans for the purpose of creating slurry ponds, water impoundments, refuse areas, valley fills or other mining activities.

4
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Our constnrction and mining activities, including our surface mining operations, will frequentþ require Section 404 permits. ACOE
issues two t1ryes of permits pursuant ûo Section 404 of the Clean Water Act nationwide (or "general") and *individual" pemrits.
Nationwide perrnits are issued to streamline the permitting process for dredging and filling activities that have minimal adverse

environmental impacts. An individual pemrit typically requires a more comprehensive appücation process, including public notice and

comment; however, an individual permit can be issued for ten years (and may be extended thereafter upon application).

The issuance of permits to consfuct valley fills and refuse impoundments under Section 404 of the Clean Waûer Act, whether general
perrrits commonly described as the Nationwide Pemtit 21 (NWP 21) or individual permits, has been the subject of many recent court
cases and increased regulaùory oversight. The results may materially increase ow permitting and operating costs, permitting delays,
suspension ofcurrent operations and/or prevention ofopening new mines.

E¡onlsyeç$

Cunently, our officers and directors provide planning and organizational services for us on an as-needed basis, and our adminishative
and office staff also works on an as-needed basis. Some of the field work is completed by service providers and/or exploration
parûxen. All of the operations, technical and otherwise, are oveßeen by the directors of the Company.

Subsidia¡ies

OnApril 16, 2010, we caused the incorporation of our wholly owned zubsidiary, Provex Resources, Inc., under the laws of Nevada. On
April 16, 2010, the Company entered into an Assignment Agreement to assign the exclusive option ûo an undivided righ! title and
interest in the Bruner and Vernal property; and the Bn¡ner Property Expansion to Provex. Pursuant to the Assignment Agreernent
Provex assumed the rights, and agreed to perform all of the duties and obligations, of the Company arising under the Bruner and Vemal
Property Option Agreement; and the Bruner Property Expansion Option Agreement. Provex's only assets are the aforementioned
agreements and it does not have any liabilities.

On May 28,2010, Provex Resources, Inc. entered into an exclusive right and option agreement with Canamex Resources Corp.
('Canamex") whereby Canamex could eam up to a 75% undivided interest in the Bruner and the Bruner Property Expansion. Canamex
agreed to spend an aggrcgate toøl of US $6 million on exploration and related expenditures over the ensuing seven years whereupon
the Company agreed to grant the right and option üo ea¡:n a vested seventy percent (70%) and an additional five percent (5%) upon
delivery ofa bankable feasibility study.

On April 25,2017, Provex and Canamex Resources Corp. ("Buyer) entered into a pwchase and sale agr€ement whereby Canamex
Resources purchased our 30-per-cent working interest in the Bruner gold/silver mine project for US$I.0 million cash, and the retention
of a net smelterrehlrn (.NSR') royaþ on the Bruner properly including any claims acquired within a two-mile area of interest around
the existing claims. Additionally, the Buyer had the option to buydown half of the NSR royaþ for US$5 million any time during a
five-year period following closing of the purchase and sale agreement.

On May 23, 2017, the Company caused the incorporation of its wholly owned subsidiary, Patriot Gold Canada Corp (?atriot
Canada'), under the laws of British Columbia, Canada.

On May 7, 2018, the Company caused the name change of our wholly owned subsidiary, Provex Resources Inc. to Goldbase, Inc.
("Goldbase") under the laws of Nevada.

OnJr¡ne27,20l9,theCompanyapprovedachangeinitsflrscalyearendfromMay3l toDecember3l.

5
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Item 1A'. Rlsk Factors.

Factors that Mav A-ffect Future Results

1. lVe may requlre addltlonal funds to achleve our buslness obJectlves and any inabiltty to obtaln fundlng wlll inpact our
business.

We may incur operating losses in future periods because there a¡e expenses associated with the acquisition, exploration and
development of natural resource properties. We may need ùo raise additional funds in the future tbrough public or private debt or equity
sales to fund our future operations and fulfill contractual obligations. These financings may not be available when needed, and even if
these financings are available, they may be on terms that we deem unacceptable or are materially adverse to your interests with respect
to dilution of book value, dividend preferences, liquidation preferences or other terms. Any inability to obtain financing could have an
adverse effect on our abilþ to implement ou¡ business objectives and as a result, could require us to diminish or suspend ow
operations or cause a maûerially adverse effect on our business. Obtaining additional financing would be subject to a number of factors,
including the ma¡ket prices for gold, silver and other minerals. These factors may make the timing, amount, terms or conditions of
additional financing unavailable to us.

2. Because our Directors m¡y serve as ofrïcers and directors of other companies engaged Ín mineral exploration, a potential
conflict of interest could negatlvely impact our abllity to acquire properties to explore and to run our business.

Our Directors and Ofücers may work for other mining and mineral exploration companies. Due to time demands placed on our
Directors and Offìcers, and due to the competitive nature of the exploration business, the potential exists for conflicts of interest to
occw from time to time that could adversely affect our ability to conduct ow business. The Officers and Directors' employment and
afüliations with other entities limit the amount of time they can dedicate to us. Also, our Directors and Ofücers may have a conflict of
interest in helping us identifu and obtain the rights to mineral properties because they may also be considering tle same properties. To
mitigate these risks, we work with several technical consultants in order to ensure that we are not overþ reliant on any one of our
Officers and Direcûors to provide us with technical services. However, we ca¡not be certain that a conflict of interest will not arise in
the futr¡re. To date, there have not been any conflicts of interest between any of our Di¡ectors or Officers and the Company.

3. Because of the speculafüe nature of exploration and development, there are substantial risks in our business model.

The search for valuable natural resources as a business is extemely risþ. We can provide invesûors with no assurance that the
properties we oriln contain commercially exploitable resorves. Exploration for nah¡ral resoruces is speculative and involves risk. Few
properties that a¡e explored are ultimately developed into producing commercially feasible reseryes. Problems such as unusual or
unexpected formations and other conditions are involved in mineral exploration and often result in unsuccessfirl exploration eforts. In
such a case, we would be unable to complete our business plan.

4. Because of the unique dlfflcultles and uncertainties lnherent in mineral exploratlon ¡nd the minÍng business, we f¡ce rlsks.

Poûential investors should be aware of the difficulties norrnally encountered by mineral exploration companies. The likelihood of
success must be considered in light of the problen$, experuies, difficulties, complications and delays encountered in connection with
the exploration of the mineral properties that we plan to undertake. These potential problems include, but are not limited to,
unanticipated problems relating to exploration and additional costs and expenses that may exceed curront estimates. In addition, the
scarch for valuable minerals involves numerous hazards which pose financial risks.

5. Because our operating expenses may vary, ¡s msy our revenues, profltability may be inconsistent.

'We anticipate that our expenses may vary and so rnay our revenues. Therefore, any profitabilþ we may have could be inconsistent.
There is little history upon which to base any assumption as to the likelihood that we will be consistentþ profitable, and we can provide
investors with no assr¡rance that we will generate consistent revenues or consistentþ achieve profitable operations.
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6. Because sccess to our mlneral clalms may be resficted by inclement werther, we may be delayed ln our exploration.

Access to our mineral properties may be restricted through some of the year due to weather in the area. As a result, any attempt to test
or explore the property is largely limited to the times when weatler permits such activities. These limitations can result in significant
delays in exploration efforts.

7. Because of the speculatlve n¡ture of exploration of mln6¡¡l properties, there is subst¡ntlal r{sk.

The search for valuable minerals as a business is extremely risþ. Exploration for minerals is a speculative venture involving
substantial risk. The expenditures to be made by us in the exploration of the mineral claims may not always result in the discovery of
economie mineral deposits. Problems such as unusual or unexpected formations and other conditions are involved in mineral
exploration and often result in unsuccessftrl exploration efforts.

8. Because of the lnherent dangers involved in mineral exploratlon, there ls ltabflity rtsk.

The search for valuable minerals involves numerous hazards. As a result, there is potential liabitity for haaards, including pollution,
cave-ins and other hazards against which we cannot insu¡e or against which we may elect not to insure.

9. We are heavily dependent on our CEO and Presldent.

Our success depends heavily upon the continued contributions of our CEO and President, whose knowledge, leadership and technical
expertise would be difücult to replace. Our zuccess is also dependent on olu ability to retain and athact experienced engineers,
geoscientists and other technical and professional staff. We do not maintain key man insu¡ance. If we were to lose our CEO and
President our ability to execute our business plan could be harmed.

Risks Related to Legal Uncertainties and Regrfations

10. As we undertake exploratlon and development of our mineral claims, we wlll be subject to compllance wlth government
regulatlon whlch may increase the anticþated cost of our exploratlon programs.

There are several govemmental regulations that materially restict mineral exploration. We will be subject to the federal, state and local
laws as we carry out our exploration program. We may be required ûo obtain work permits, post bonds and perforrr remediation work
for any physical disturtance to the land in order to comply with these laws. While our planned exploration and development progmm
budgets for regulatory compliance, there is a risk that new regulations could increase our costs ofdoing business and prevent us from
carrying out our exploration and development programs.

Public Health Threats Risk

24. Ow financial end operating performance m¡y be adversely affected by gtobal public hedth threets, i:ncluding the recent
outbre¡k of the novel coronavlru¡ (COUD-l9).

Public health tåreats, zuch as the coronavirus (COVID-l9), influenza and other highly communicable diseases or viruses could
adversely impact our operations and cause disruptions in the natural resource exploration and mining indusûry. If the effect of the
coronavirus (COVID-I9) is ongoing, economic conditions and the economic slowdown resulting from COVID-I9 and the intentional
govemmental responses to the virus may also adversely afiect the market price of our common sha¡es.

Item 18. Unresolved StaffComments.

There are no unresolved staf comments.
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Itsm2. Descrlptlon of Properties.

We do not lease or own any real property for our corporate offices. We currently maintain our corporaûe office on a month-to-month
basis at 401 Ryland St, Suite 180, Reno, NV 89502. Management believes that our office space is suitable for our current needs.

Our properly holdings as of December 31,2022 consist of the Vemal Property and the Windy Peak Property.
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Acquisition oflnterests - Vernal Project

Pursuant to a Properly OptionAgreement (the "BVAgreemenf'), dated as of July 25,2003, with MinQuest, Inc., a Nevada Company
("MinQuest'), we acquired the option to eam a 100% interest in the Bruner and Vernal mineral exploration properties locaûed in
Nevada. Together, these two properties originally consisted of 28 unpatented mining claims on a total of 560 acres in the northwest
hending Walker Lane located in western ce,¡rtual Nevada.

To date, the Company has paid the option paymerits and made the expenditures necessary to satisff the requirements of the BV
Agreement and 100% interest in these two properties rvas therefore transfened to Patriot, zubject to MinQuest retaining a3Yo royalty.
All mining interests in the properties are subject to MinQuest retaining a 3Yo royalty of the aggregate proceeds from any smelter or
other purchaser of any ores, concentrates, metals or other material of commercial value produced from the property, minus the cost of
tansportation of the ores, concentrates or metals, including related insurance, and smelting and refining charges. Pursuant to the BV
Agreement, we have a one-time option to purcbase a portion of MinQuest's royaþ interest at a ratp of $1,000,000 for each 1%. We
may exercise our option 90 days following completion of a bankable feasibility study of the Bruner ¿nd Vernal properties, which, as it
relates to a mineral resource or reserve, is an evaluation of the economics for the extraction (mining), processing and marketing of a
defined ore reserve that would justif financing from a banking or financing institution for putting the mine inûo production.

On April 16, 2010, the Company entered into an Assignment Agreement with its wholly owned subsidiary, Provex Resources, Inc.,
(now Goldbase, Inc.) a Nevada Company, to assþ the exclusive option to an undivided right, title and interest in the Bruneç Bruner
Expansion and Vernal properties to Provex. Pursuant to tho Agreement, Provex assumed the rights, and agreed to perforrn all of the
duties and obligations, of the Company arising under the original property option agreements.

In April 2017, Canavrex Resou¡ces ("Buyer") purcbased ou¡ interest in the Bnrner properties for US$l.0 million cash, and we retained
a two percent net smelter return royalty on the Bruner properties including any claims acquired within a two-mile area of interest
around the exisring claims. Additionally, the Buyer had the option to buydown half of the NSR royaþ retained by Patriot for US$5
million any time during a five-year period following closing of the purchase and sale agreement.

Description and Locatlon of the Vernal Property

The Vemal Property is located approximately 140 miles east-southeast of Reno, Nevada on tle west side of the Shoshone Mountains.
Access from Fallon, the closest town of any size, is by 50 miles of paved highway and 30 miles of gravel roads. The Company holds
the property via 12 unpaûenùed mining claims (approximately 248 acres). The Company has a 100% interest in the Vemal property,
subject to an existing royaþ

Exploration llistory of the Vernal Property

Hisûorical work includes nunerous short adits constucted on the Vernal Property between 1907 and 1936. Thcre appears to have been
little or no mineral production.

The Vemal Property is underlain by a thick sequence of Tertiary age rhyolitic volcanic rocks including tuffs, flows and intrusives. A
volcanic center is thought to underlie the district, with an intruding rhyolite plug dome (a domal feature formed by the extrusion of
viscous quartz-rich volcanic rocks) thought to be closely related to mineralization encountered by the geologists of Amselco, the U.S.
subsidiary of a British company, who explored the Vernal Property back in the 1980's, and who in 1983 mapped, sarnpled and drilled
the Vernal Property. Amselco has not been involved with the Vernal Property over the last 20 years and is not associated with our option
on the Vernal Properly or the exploration work being done. A 225-foot-wide zone of poorþ outcropping quartz stockwoús (a multi-
directional quartz veinlet system) and larger veining trends exist northeast from the northern margin of the plug. The veining consists of
chalcedony containing l-5%o pynte. Clay alteration of the host volcanics is stong. Northwest trending veins are also present but very
poorly exposed. Both directions carry gold values. Scattered vein float is found over the plW- The most significant gold values in rock
chips come from veining in tuffaceous rocks north of the nearly east-west contact of the plug. This a¡ea has poor exposure, but
sampling of old dumps and surface workings show an open-ended gold anomaly that measures 630 feet by 450 feet.
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The Vernal Property claims p¡ssently do not have any known mineral reserves. The property that is the subject of our mineral claims is
undeveloped and does not cont¿in any conrmercial scale open-pib. Numerous shallow underground excavations occur within the
central portion of the property. No reported historic production is noted for the property. There is no mining plant or equipment located
on the property that is the zubject sf 1fos minerâl claim. Cunently, there is no power supply ûo the mineral claims. Although drill holes
are present within the property boundary, there is no known drilled reserve on our claims.

In July 2003 and again in June 2017, membeÍs of our Boa¡d of Directors and geology team made an onsite inspection of the Vemal
property. Mapping (the process of laying out a grid on the land for a¡ea identification where samples are üaken) and sampling (the
process of taking srnall quantities of soil and rock for anaþis) have been completed. In March 2005, the Company initiated the process

to secure the proper permits for trenching and geochemical sampling from the U.S. Forest Service.

Our exploration of the Vemal Property to date has consisted of geologic mapping, tenching and rock chip geochemical sampling. The
Board of Directors approved a budget of approximately $55,000 (including the refundable bond of $900) for the Vernal property. An
exploration prograln was conducted in Novernber 2008. The program consisted of 200 feet of tenching, sampling and mapping, and
opening, mapping and sampling of an underground workings consisting of approximately 275 feef of workings. The Company is
continuing to evaluate the Vem¿l Property.

In September 2017,we released a National Insfument 43-l0l Technical Report on the Vemal.

Planned Exploration

The Company's current objectives are to assess the geological merits and if warranted and feasible establish an exploration program to
identiff the potential for economicaþ viable mineralization. The cost of an exploration plan has not yet been determined therefore
estimated exploration expenditures are not available at this time. The Company recoenizes that the Vernal Property is an early-stage
exploration opportrmity and there are cunently no proven or probable reserves.

SlidvJeEtsP¡ansgy

Acqulsltion of Interest

In May 2015, after a review of historical records and information available regarding a potential mineral property interest in Churchill
County, Nevada, the Company acquired the Windy Peak Property, (referred to herein as the "Windy Peak Property," uWindy Peak" or
the "Property"). This earþ-stage exploration project was secured through the completion of an Assignment and Assumption
Agreement. Windy Peak has been visited by directors and technical staff of the Company several times in 2017 , 2018, 2019, 202A, and
2022.

t0
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The ltlndy Perk Property Loc¡don ln Nev¡d¡

Dercriptlon rnd Loc¡don of the rtlndy Pork Property

Th€ Wîndy Peak Pro,perty consists of 114 unpatented mineral claims covering approximately 2"337 contiguous acres, 3 miles NNE of
thc Bell Mormtain and 7 milos cast of tho Fairvíew rnining disüÍct in southwost Ncvada. lVindy Pcok ís approximarcly 45 miles
southcast of Fallon and 5 7z miles sor¡th of Middlegate,T\e Proesrty is a contiguous claim block. Access ûo the project area ir by paved
hígbwoy, followed þ a short sfretch of gravel road.

Access úo thc Windy Pcak hoporty ís from U.S. Higbwey 50, thcmcc south via Highway 361 to an r rmarkcd dirt road th¿t hcads west
olong thc south sidc of an unna,med wash referred to as lVindy lVash. The dirt road exits Highway 95 near the border of Sectiorc 27 &
34.T\e Bell Mormtain (dalÃ1972) shows a¡r older dirt road th¿t follows the floor of the wash. About 2 milee along tho dirt
ro¿4 tcnchíng and outting oft¡ils ûo accoss varioue portione ofthc Prope'rty havc exùcneivoþ dist¡rbod thc hill. The dirt road is in
good condition, however the cteeper üails near lVindy Pcak require a 4-wheel-&ive for access. There is no plant eçipmeirt water
sour€e nor pox¡€r arrentþ on sit€. Power corld be provided þ portable diesel-powercd geirerators. Non potable waûer may be ¡or¡rce
able on sitc for drillíng, mining 6¡d milling purposes.
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The Property claims are held as unpatented federal land claims administsred under the Dçartment of Interior, BLM. In order to acguire

an unpaûented mineral claim, tle land must be open to mineral entry. Federal law specifies that a claim must be located or "staked" and

site boundaries be distinctþ and clearly marked to be readily identifiable on the ground in addition to filing the appropriate state and or
federal documentation such as Location Notice, Claim Map, Notice of Non-liability for Labor and Materials Furnished, Notice of
Intent to Hold Mining Claims, Maintenance Fee Payment and fees to secure the claim. The State may also establish additional
requirements regarding the manner in which mining claims and sites are located and recorded. An unpatented mining claim sp IJ.5.
govemment lands est¿blishes a claim to the locatable minerals (also refened to as stakeable minerals) on the land and the right of
possession solely for mining purposes. No title to the land passes to the claimant. If a proven economic mineral deposit is developed,
provisions of fcderal mining laws permit owrrers sf lnpatented mining claims ûo patent (to obtain title to) the claim. The Properly
surface estate and mineral rights are federally owned and subject to BLM regulations. None of the Property claims have been legally
surveyed. Although our legal access to unpatented Federal claims cannot be denied, staking or operating a mining claim does not
provide the claim holder exclusive rights ùo the surface resources (unless a right was deterrrined under Public Law 84-167), establish

residency or block access ùo other users. Regulations managing the use and occupancy of the public lands for development of locatable
mineral deposits by limiting such use or occupancy to tlat which is reasonably incident is found in 43 CFR 3715. The,se Regulations
apply to public lands adrrinistered by the BLM.

Annual maintenance fees paid to the BLM and recording fees must be paid to the respective county on or before Sepùember I of each
year to keep the claims in good standing, provided the filings are kept cunent these cl¿ims can be kept in perpetuity.

Past Exploration Ín the Windy PeakArea

Fairview Distrdct

The Windy Peak area has been considered to be part of, or at least an extension of, the Fairview District, which, is located on Fairview
Peak about 6 miles WNW of Hill 6483. Both areasi are within the Fairview Peak caldera, but thei¡ geochemical differences indicate
they are not related.

Wlndy Peak

Published information regarding the Windy Peak area refers to a small leach pad at the Cye Cox prospect at Hill 6483. This exploration
was located adjacent to but not on our northern claim block. According to historical rqlorts, an initial 6 claims (Red Star) were staked

by Cye Cox of Fallon from 1945 to 1969. Subsequent lessees staked an additional 79 Red Star claims from 1978 to 1979. Cye Cox
together with Pete Erb and "Pine Nut" Forbush discovered high-grade gold on the south side of Hill 6483 in the Windy fault in 1970.

The presence of old timbors near a mostly-covered hole at the western french (about mile west of the Windy adit) indicates that they
also did some work there. After further examination a plant with a 6-8" gizzly and tommel (21' x 30") was setup and operated.

Exploration on and around the property has included geologic mapping, rock chip sampling, sagebnrsh biogeochemistry, VLF-EM,
VlF-resistivity and magnetic geophysical surveys, and reverse circulation drilling. Various companies, including Terraco Gold Corp,
Solit¿rio Resources, Red Star Gold, Pegasus Gold Corp, Rio Tinto, and KennecotÇ have conducted drilling on and around the property,

with more than 70 holes drilled. Limited small-scale mining activities have been conducted by various private parties since the 1940's,

including a small glory hole mined during the 1970's centered on Hill 6483. Previous work on the property included many vertical
reverse-circulation d¡ill holes, which are not suited to testing the high-angle structures known to host the gold- bearing veins. Some of
the holes previously drilled are infened to be too shallow to properþ test targets. The Company believes the high-grade structurally
hosûed gold potential on the property has not been tested by previous drilling programs.

t2
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Geologr of the Windy Peak Property Area

Review of late Tertiary epithermal gold-silver deposits in the northem Great Basin, revealed that most deposits are spatially and
ûemporally related ûo two magmatic assemblages: bimodal basalÈrhyoliùe and western andesite. The Fairview disfrict, ¡nsluding the
Bell Mine, is related to a third, minor magmatic assemblage, the late Eocene to early Miocene caldera complexes of the interior
andesiûe-rhyolite assemblage. This assernblage hosts the giant late-Oligoc€ne Round Mountain deposit plus smaller deposits in the
Atlanta, Fairview, Tuscaror4 and Wonder mining disticts. The youngest rocks in the interior andesite-rhyolite assemblage a¡e in the
Fain¡iew and Tonopah mining districts. Recent studies have shown that the magmatism associated with the interior andesite rþolite
assemblage had a close spatial and temporal association with crustal extension" and that these magmas may have been formed by
partial mixing of mantle-derivedbasal with crustal melt.

Current Exploratlon

The Company has been conducting an ongoing exploration progfam to assess the potential for economically viable mineralization. The
exploration program has been pennitted by the BLM. The Company initiatsd driling in tle summer of 2018, and this prograûr
extended inûo October 2018. Further drilling was completed in December 2019, and again in January 2O2l.Explorution on the project
is ongoing. The Company recognizes that Windy Peak is an early-stage exploration opportunity and there are currently no proven or
probable reseryes.

Rainbow Mount¡in ProDerty

Acqulsltlon of Interest

In autumn of 2018, after conducting initial reconnaissance of the Rainbow Mountain, the Company acquired the Rainbow Mountain
Properly, (referred to herein as the 'T.ainbow Mountain Propert5r," "Rainbow Mountain" or the "Property"). This early-stage
exploration project was secured through staking and filing the associated paperwork and fees with the BLM and County. Rainbow
Mountain has been visited by directors and technical st¿ffof the Company several times in 2A18,2019, ard2020.

l3
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Descrlptlon and Locatlon of the Rainbow Mount¡ln Property

The Rainbow Mountain gold project consisted of 8l unpatented l6ds 6l¿ims totaling approximately 1,620 contiguous acres, located
approximateþ 23 krn southeast of Fallon, in the state of Nevad¿. Access ûo the project area is by paved highway, followed by a short
shetch ofgravel road.

The Property claims were held as unpatented federal land claims administered under the Departuent of Interior, BLM. In order to
acquire an unpatented mineral claim, the land must be open to mineral enüy. Federal law specifies that a claim must be located or
"staked" and site boundaries be distinctly and clearly ma¡ked to be readily identifiable on the ground in addition to frling the

appropriate state and or federal documentation such as Location Notice, Claim Map, Notice of NonJiability for Labor and Materials
Furnished, Notice of Intent to Hold Mining Claims, Maintenance Fee Payment and fees to secu¡e the claim. The State may also

establish additional requirernents regarding the manner in which mining claims and sites are located and recorded. An unpatented
mining claim on U.S. govemment lands establishes a claim to the locatable minerals (also referred ûo as stakeable minerals) on the land
and the right of possession solely for ¡rining purposes. No title to the land passes to the claimant. If a proven economic mineral deposit
is developed, provisions of federal mining laws permit owners of unpatented mining claims to patent (to obtain title to) the claim. The
Propeúy surface esùate and mineral rights are federally owned and subject to BLM regulations. None of the Property claims have been
legally surveyed. Although ow legal access to unpatented Federal claims cannot be denied, staking or operating a mining claim does

not provide the claim holder exclusive rights to the surface resources (unless a right was determined under Public Law 84-167),
establish residency or block access to other users. Regulations managing the use and occupancy ofthe public lands for development of
locatable mineral deposits by limiting such use or occupancy to that which is reasonably incident is found in 43 CFR 3715. These
Regulations apply to public lands administered by the BLM.

Geology of the Rainbow Mountain PropertyArea

The claim area roughly e,ncompassed nearly tle full extent of Rainbow Mountain, and specifically a prominent zone of northeast-
striking faults which transect the central part of Rainbow Mountain. This complex fault zone involves three discrete Tertiary volcanic
units comprised of basalt, dacite, and olivine basalt. Individual fault taces are well exposed locally and a¡e often coincident with the
contacts between the individual lithologic units. Many of the fault taces exhibit prominent fault breccia and hydrothemral brecci4 and
surface samples of this material retumed anomalous gold and silver values up to 0.807 ppm and 1.6 ppm, respectively.

Based on observations recorded during field reconnaissance, individual hydrotherrnal veins along the faulted contacts range in
thickness up to 1.5 m, with associated strike lengths of up to 1.7lor. The Company postulated that this locally intense faulting, in
conjunction with the associated anomalous assay values, is suggestive of a potential epithermal vein system within the footwall of the
greater Rainbow Fault zone.

Exploration

The Company conducted an exploration program to assess the potential for economically viable mineralization. The exploration
program was perrnitted by the BLM. The Company initiated drilling in December of 2020. In light of the assay results of the drilling
program, the Company opted to not renew the claims associated with the Rainbow Mountain project.

Item3. LegalProceedings.

There are no pending þal proceedings involving the Company or in which any director, officer or afEliate of the Company, any owner
of record or beneficially of more than 5%o of any class of voting securities of the Company, or security holder is a party adverse to the
Company or has a material interest adverse to the Company.

Item 4. Mine Safety Disclosures.

The Dodd-Frank Wall Street Reform and Consumer Protection Act (the'lA.ct") and Item lM of Regulation S-K require certain mine
safety disclosures to be made by companies that operate mines regulated under the Federal Mine Safety and Health Act of 1977.
However, the requirements of the Act and Item 104 of Regulation S-K do not apply as the Company does not engage i1 mining
activities. Therefore, the Company is not required to make such disclosures.
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PARTtr

Item 5. Market for Reglstrrnt's Common Equtty, Related Stockholder M¡tters ¡nd Issuer Purchases of Equlty Securitles.

Market Informatlon

CANADIAN SECURITIES EXCIIANGE ("CSE') and OTC@

The Company's common stock is listed on the Canadian Seourities Exchange and also tades on the OTCQB market, Pahiot's stock
symbol is'?GOL."

The Company's common shares were approved for listing on the CSE on May 9,2017 under the symbol of '?GOL" and fiades in
Canadian dolla¡s. Listing and disclosure documents will be available at www.thecse.com. The average trade price on the CSE is $.08
(CDÌ.I).

Holders

On December 31,2022, there were approximately seventy-eight (78) holders of record of the Company's common stocþ not including
shareholders who hold their shares in street name.

Dividends

The Company has not declared or paid any cash dividends on its common stock. The payment of cash dividends in the future will be at
the discretion of its Board of Directors and will depend upon its eamings levels, capital requirements, any restrictive loan covenants
and other factors the Board considers relevant.

Warrants or Optioss

There were no warrants issued, exercised, cancelled or expired during the year ending December 3L,2022. For frrther information, see

Note 8 Warrants, in the financial statements inoluded in this 10-K filing.

There were no stock options issued, exercised, cancelled or expired during the year ending December 31, 2022. For further
information, see Note 6 - Stock Options in the financial statements included in this lO-K fiting.

Securities Authorized for Issuance under Equity Co¡rpensation Plans

Set forth below is certain infomration as of Decemb er 3l , 2022, the end of our most recently completed fiscal year, regarding equity
compensation plans.

Equity compensation plans not approved by stockholders as ofl)ecember 31,2022

PIan Cateeorv

Numberof
securities to be

issued upon
exercise of

outstanding
options, w¡rr¡nts

and rlghts

\ileighted average
exercise price of

outstanding
options, w¡rrants

and rÍghts

Number of
¡ecurities
remaining

availeble for
future issu¡nce

2012 Stock OptionPlan
2014 Stock Option Plan
2019 Stock Option Plan

3,745,000 $
4,815,(X)O $

0.10
0.10

155,000
185,000

9,500,000
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The following discussion describes material terms of grants made pursuant to the stock option plans as of December 31,2422:.

Pursuant to the 2012 and2014 and 2019 Sûock Option Plans, grants of sha¡es can be made to employees, officers, directors, consultants
and independent contractors of non-qualified sùock options as well as stock options ûo employees that qualiff as incentive stock options
under Section 422 of Ihe Inteinal Revenue Code of 1986 ("Code"). The Plans are administered by the Option Committee of the Board
of Direcûors (the "Committee"), which has, zubject to specified limitations, the ñ¡ll authority ûo grant options and est¿blish the terms

and conditions for vesting and exercise thereof. Cunently the Boa¡d of Directors functions as the Cornmittee.

In order to exercise an option granûed under the Plans, the optionee must pay the full exercise price of the shares being purchased,

Payment may be made either: (i) in cash; or (ü) at the discretion of the Committee, by delivering shares of common stock already
owned by the optionee tlat have a fair market value equal to the applicable exercise price; or (iü) with the approval of the Committee,
with monies borrowed from us.

Subject to the foregoing, the Committee has broad discretion to describe the terms and conditions applicable ûo options granted under

the Plans. The Committee may at any time discontinue granting options under tle Plans or otherwise suspend, amend or terrrinate the

Plans and may make such modification of tho terms and conditions of such optionee's option as the Committee shall deem advisable.

Recent Sales ofUn¡egistered Securities; Use ofProceeds from Registered Securities.

See "Note 7 - Common Stockn in the financial stat€ments included in this 10-K filing.

Purchases of Equify Securities by the Comoa¡v and A

There was no purchase of equity securities by the Company and afüliated purchasers dwing the year ended December 31,2022.

Stock Based Compensation

For tle year ended December 3I, 2022, Mr. Trevor Newûon, Chief Executive Oficer, Presidenl Chief Financial OfficeC Secretary,

Treasurer and Director of the Company opted to receive his director fees in the fomt of reshicted stock rather than cash. The restricted
common sûock is restricted for a period of tå¡ee years following the date of grant. He received 6,461,539 sha¡es of resticted common
stock for his three-year direcûor terrn beginning January I, 2022. The shares were valued at $0.325 per share, for a total non-cash

expense of $70,000 for the year ended Decemb er 31, 2022, recorded as Direcùors Fees Expense. The fees for 2023 - 2024 a¡e recorded

as Prepaid Expenses as of December 31,2022, in the amount of $140,000.

ftem 6. Selected Í'lnancial Data.

A smaller reporting company, as defined by Item 10 of Regulation S-K, is not required to provide the information required by this item.

Item 7. Management's Discussion andAnalysis or Pl¡n of Operation.

Overview

As a natural resource exploration company, our focus is to acquire, explore and develop natural resource properties which may host
mineral reserves which may be economical to extact commercially. With this in mind, we have identified and secwed interests in
mining claims with respect to properties in Nevada. Cunent cash on hand is sufficient to fund planned operations for 2023 afrer
payment of accounts payable outstanding at December 31, 2022. Ou¡ officers and directors and advisors, attomeys and consultants will
continue to be utilized to support all operations.

t7

htþs:/Ánww.sec.gov/ArchiveVedgar/data/1080448/0001681i¡16823001645/patrioul0k-123122.htm 22152

Case 2:24-bk-06359-EPB    Doc 52-3    Filed 10/14/24    Entered 10/14/24 16:11:32    Desc
Exhibit C    Page 134 of 165

202



10110124, 10:394M sec.gov/Archives/edgar/data/108&48/0001 68316823001645/patriot_i1 0k-1 23122.htm

Planof Onæ:liou

During the twelve-month period ending December 31,2022, we continued our evaluation work on our Vernal project and Windy Peak
project. Our funds are sufücient to meet all plenned activities as outlined below. The Company expects the short and long-term funding
of our operations going forwa¡d to be financed through existing funds.

We do not anticipate a change to our company stafftng levels. We remain fosused on keeping the staff compliment, which currentþ
consists of our tlree directors. Our staffing in no way hinders our operations, as outsourcing of legal, accounting, and other operational
duties is the most cost effective and efücisnt manner of conducting the business of the Company.

We do not anticipate any equipment purchases in the twelve months ending December 3L,2423.

Results of OpEatigq$

The Tbvelve Months Ended December 31,2022 eompared to the ïWelve Months Ended December 3lr2ù2l

During the years ended December 31,2022 and202l, we had revenues of $1,786,040 and $1,737,707, respectively, resulting from the
Moss royalty. We are cunently exploring and developing our properties and a¡e actively reviewing new projects.

Net income for the year ended December 31,2022 was $621,896 compared ùo net income of $152,340 for the year ended December 31,

2021, for an approximate $469,000 increase in net income. The increase in the net income is primarily due ùo the $404,000 decrease of
mineral costs. In addition, consulting expenses decreased by $43,000. This was offset by an approximate $50,000 increase in general

and ¿dministrative expe,nses.

For the years ended December 31,2022 and202l, mineral and exploration expenses were $101,366 and $505,788, respectively, for an

approximate $404,000 decrease. The decrease is primarily due to a decrease of $281,000 expendihres on the Windy Peak project and a

decrease of $123,000 expenditures on the Rainbow Mountain project.

For the years ended December 3t,2022 and202l, general and administrative expenses were S270,969 and5220,939, respectively, for
an approximate $50,000 increase, primarily due ûo an increase in legal fees.

For the years ended December 31,2022 and 2021, other income (expense) was $(75,578) and ($107,277), respectively. The change in
other income (expense) is due to an approxirnated $27,000 decrease in un¡ealized holding losses on ma¡ketable securities.

Liqidity and Caoital Resowces

We had total assets of 54,2t2,625 at December 3I, 2022 consisting primarily of $2,157,336 of cash and $36,104 of marketable
securities. We had total liabilities of $222,428 at December 31,2022, consisting primarily of accounts payable and accrued expenses.

We anticipate that we will incur the following during the year ended December 31,2023:

$1,000,000 for operating expenses, including working capital and general, legal, accounting and adminisfrative expenses
associated with reporting requirements under the Securities Exchange Act of 1934 and compliance with Ca¡adian regulaûory
authorities.

Cash provided by operations was 51,192,176 and ï293,234 for the years ended December 31, 2022 and 2021, respectively. The

$899,000 increase in cash provided by operations was primarily due to the change in the royalties receivable account and the accounts
payable a¡d accrued liabilities accounts.

l8
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There were no cash provided by (used in) investing activities for the years ended December 3l , 2022 and 2021 .

Financing activities during the years ended December 31, 2022 and 2021 used cash of $452,500 and $0, respectively, from the re-
purchase and cancellation of common stock.

Management estimaûes that the Company will not need additional funding for the next twelve months.

We currently have no agreements, arrangements or understandings with any penion to obtain funds through bank loans, lines of credit
or any other sources,

Off-Balance Sheet Arr¿ngements

We have no off-balance sheet arangements.

Item 74. Quantitative and Qualitative DlsclosureAbout Market Rlsk

A smaller reporting company, as defined by Itern 10 of Regulation S-K, is not required to provide the information reguired by this item.

Item 8. tr'inanclal Statements.

The financial statements are set forth immediately preceding the signature page beginning with page F-l.

Item 9. Changes in and l)isagreements wíth Accountants on Accounting and F'inancial Disclosure.

None.

Item 9.À. Controls and Procedures.

Evaluatlon of Dlsclosure Controls and Procedures

Our management, under supervision and with the participation of the Chief Executive Offìcer, evaluated the effectiveness of or¡r

disclosure controls and procedures, as defined under Exchange Act Rule 13a-15(e). Based upon this evaluation, the ChiefExecutive
Officer concluded that, as of Decemb er 31, 2022, our disclosure conhols and procedures were effective.

Disclosure controls and procedures are controls and other procedures that are designed to ensure that information required to be

disclosed in our reports filed or submitted under the Securities Exchange Act is recorded, processed, summarized and reported within
ttre time periods specified in the Securities and Exchange Commission's rules and forms. Disclosu¡e contols and procedures include,
without limitation, controls and procedures designed ûo ensure that information required to be disclosed in our reports fïled under the

Exchange Act is accumulated and communicated to our management, including our principal executive ofücer and our principal
financial officer, as appropriak, to allow timely decisions regarding required disclosure.

Management's Re,port on Internal Controls over Financial Reporting

Our management is responsible for establishing and maintaining adequate int€Nral contol over financial reporting, as defined under
Exchange Act Rules l3a-15(f) and 14d-14(Ð. Our internal control over financial reporting is desþed to provide reasonable assurance

regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance witl
generally accepted accounting principles.

19

hþs:Í\rvww.sec.gov/Arcñives/edgar/data/1080448/000168Í1168230016,45/patriot_i10k-123122.htm 24152

Case 2:24-bk-06359-EPB    Doc 52-3    Filed 10/14/24    Entered 10/14/24 16:11:32    Desc
Exhibit C    Page 136 of 165

204



10110124, 10:39 AM sec.gov/Archives/edgar/data/1 08M48/000168316823001645/patdot_i1 0k-1 23122.htm

All internal conûol systems, no mattor how well designed, have inherent limitations and may not prevent or detect misstaternents.
Therefore, even those syst€ms determined to be effective can only provide reasonable assurance with respect to financial reporting
reliability and financial statement preparation and presentation. In addition, projections of any evaluation of effectiveness to future
periods are subject to risk tlat controls become inadequate because of changes in conditions and that the degree of compliance with the
policies or procedures may deteriorate.

Management assessed the effectiveness of the Company's internal control over financial reporting as of December 31,2022.In making
the assessment management used the criteria issued by the Committee of Sponsoring Organizations of the Treadway Commission's
(COSO) 2013 Internal Control-Integraúed Framework. Based on its assessment management concluded that, as of December 31,2022,
the Company's intemal contols over financial reporting were effective.

As defined by Auditing Standard No. 5, "An Audit of Intemal Contol Over Financial Reporting that is Integrated with an Audit of
Financial Statements and Related Independence Rule and Conforming Ame,ndm€nts," established by the Public Company Accounting
ûvenight Board (?CAOB'), a material weakness is a deficiency or combination of deficiencies that results in more than a remote
likelihood that a material misstatement of annual or interim financial statem€,nts will not be prevented or detected. In connection with
the assessment described above, management concluded the Company does not have conhol deficiencies that represent material
weaknesses as of December 3I,2022.

Attestation Report of Registered Public Accounting Firm

This annu¿l report does not include an attestation report of the Company's independent registered public accounting frmr regarding
internal control over financial reporting. Management's r€port was not subject to attestation by the Company's indqrendent registered
public accounting fimr pursuant to perrranont rules of the SEC that permit the Company to provide only management's report in this
annual report.

Changes in Internal Controls over Financial Reporting

As of Decembet 3I,2022 and to date, management assessed the effectiveness of our internal control over financial reporting and based
upon that evaluation, they concluded the internal controls and procedures were effective. During the course of their evaluation, we did
not discover any fraud involving management or any other personnel who play a significant role in our disclosure contols and
procedures or intemal contols over financial reporting.

rffe believe that our fìnancial statements contained in our Form l0-K for the twelve months ended December 31, 2022, faidy present
our financial position, results of operations and cash flows for the years covered thereby in all material respects. We a¡e committed to
improving our financial organization. We will continue to monitor and evaluate the effectiveness of our intemal controls and
procedures and our intemal contols over financial reporting on an ongoing basis and are committed to taking further action and
implementing additional enhancements or improvements as necessary.

Item 98. Other Information.

None.

20
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Glossarv of Mining Terms

Adit(s). Historic $¡orking driven horizontall¡ ornearly so into a hillside to e4plore for and exploit ore.

Air tr¡ck holes. Drill hole constructed with a small portable drill rig using an air-driven hammer.

Core holes. A hole in the ground that is left after the process where a hollow drill bit with diamond chip teeth is used to drill into the
ground. The center of the hollow drill fills with the core of the rock that is being d¡illed into, and when the d¡ill is extracted a hole is
left in the ground.

Geochemical sampllng. Sample of soil, rock, silt, water or vegetation analyzed ûo detect the presence of valuable metals or other
metals which may accompany them. For example, arsenic may indicate the presence of gold.

Geologic mapping. Producing a plan and sectional map of the rock t¡4res, stucture and alteration of a property.

Geophyslcal survey. Electrical, magnetic, gravity and other means used to detect features, which may be associated with mineral
deposits.

Ground magnetic sunyey. Recording variations in the earth's magnetic field and plotting same.

Ground radlometrlc sürvey. A survey of radioactive minsrals on the land surface.

Leaching. Leaching is a cost-effective process where ore is subjected to a chemical liquid that dissolves the mineral component from
ore, and then ttre liquid is collected and the metals extracted from it.

Level(s). Main underground passage driven along a level cowse to afford access to stopes or workings and provide ventilation and a
haulage way for removal of ore.

Magnetic lows. An occurrence that may be indicative of a destruction of magrretic minerals by later hydrothennal (hot water) fluids
that have come up along faults. These hydrothermal fluids may in tum have carried and deposited precious metals such as gold and/or
silver.

Patented or Unpatented Mining Claims. In this Annual Report, there are references to 'þatented" mining claims and 'tnpatented"
mining claims. A patented rnining claim is one for which the United States government has passed its title to the claimant, giving that
person title to the land as well as the minerals and other resources above and below the surface. The patented claim is then Íeated like
any otherprivate land and is subject to local property taxes. An unpatented mining claim on United States government lands establishes

a claim to the locatable minerals (also referred to as stakeable minerals) on the land and the right of possession solely for mining
purposes. No title to the land passes to the claimant. If a proven economic mineral deposit is developed, provisions of federal mining
laws permit orilners of unpatented mining claims to patent (to obtain title to) the claim. If one purchases an unpatsnted mining claim
that is later declared invalid by the United States government, one could be evicted.

Plug. Avertical pipe-like body of magma representing a volcanic vent similar to a dome.

Quartz Stockworks. Amulti-directional system of quartz veinlets.

RC holes. Short form for Revene Circulation Drill holes. These a¡e holes are left after the process of Reverse Circulation Drilling.

ll
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Reserve. That part of a mineral deposit which could be economically and legally extracted or produced at the time of the reserve

determination. Reserves a¡e customa¡ily stated in terms of "ore" when dealing with metalliferous minerals; when other materials such

a¡i coal, oil, shale, tar, sands, limestone, etc. are involved" an appropriate terrn such as "recoverable coal" may be substituted.

Resource. An estimate of the total tons and grade of a mineral deposit defined by surface sampling, drilling and occasionally
underground sarnpling of historic diggings when available.

Reverse cÍrculation drilling. A less expensive form of drilling than coring that does not allow for the r€covery of a tube or core of
rock. The material is brought up from depth as a series of small chips of rock that a¡e then bagged and sent in for analysis. This is a
quicker and cheaper method of drilling but does not give as much inforrnation about the underlying rocls.

Rhyolite plug dome. A domal feature formed by the extrusion of viscous quartz-rich volcanic rocks.

Scintillometer survey. A survey of radioactive minerals using a scintillometer, a hand-hel{ highly accurate measuring device.

Scoping Study. Adetailed study of the various possible methods to mine a deposit.

Slllclc dome. A convex landform created by extruding quartz-rich volcanic rocls.

Stope(s). An excavation from which ore has been removed from sub-vertical openings above or below levels.

Tertiary. That portion of geologic time that includes abundant volcanism in the western U.S.

Trenching. A cost-effective way of examining the stuch¡re and nature of mineral ores beneath gravel cover. It involves digging long
usually shallow trenches in carefrrlly selected areas to expose unweathered rock and allow sampling.

Volcanic center. Origin of major volcanic activity

Volc¡noclastic. Coarse, unsorted sedimentary rock formed from erosion of volcanic debris.

Forward-Looking Statements
This Annual Report on Forrn lO-K contains forward-looking information. Forward-looking information includes statements relating to
frrture actions, prospective products, future perforrrance or rezults of current or anticipated products, sales and marketing efforts, costs

and expenses, interest rates, outcome of contingencies, financial condition, results of operations, liquidity, business strategies, cost
savings, objectives of management of Patriot Gold Corp. (hereinafter referred to as the "Company," "Patriot Gold" or'be") and other
matters. ForwardJooking information may be included in this Annual Report on Fonn 10-K or may be incorporated by referorce from
otler documents frled with the Securities and Exchange Commission (the "SEC") by the Company. One can find many of these

statements by looking for words including, for example, "believes," "expects," "anticipates," "estimates" or similm expressions in this
Annual Report on Fonn l0-K or in documents incorporated by reference in this Annual Report on Form 10-K.

The Company has based the forwa¡d-looking statements relating to the Company's operations on management's current expectations,

estinates and projections about the Company and the industry in which it operates. These statements are not guarantees of futr¡re
performance and involve risks, uncertainties and assumptions that we cannot predict. In particular, we have based many of tlese
forwardJooking statements on assumptions about future events th¿t may prove to be inaccurate. Accordingly, tle Company's actual

results may differ materially from those contemplated by these forward-looking statements. Any differences could result from a variety
of factors, including, but not limited to general economic and business conditions, competition, and other facùors. The Company
undertakes no obligation to publicly update or revise any forwardJooking statements, whether as a result of new information or future
events.
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PARTI

The þllowing should be reqd in conjunction with the øudited corcolidated finq.ncial statemenß and the notes thercto íncluded
elsewhere in thß Form 10-K. Thrcughout thß document, we makc statements that are cløssiJied as 'forward-looking." Please refer to
the "Forward-Lookíng Statements" sectíon abovefor an explønation of these types of støtenents.

Item 1. Descrlptlon of Buslness.

We are ørgaged in natural resowce exploration and acquiring, exploring, and developing natural resource properties. Currentþ we are

undertaking exploration and deveþment programs in Nevada.

Development of Business

We were incorporated in the State of Nevada on November 30, 1998. In June 2003, the Company filed Amended and Restated Articles
of Incorporation with the Secretary of State of Nevada changing its name to Patriot Gold Corp. and moving the Company into its
current business of natu¡al resource exploration and mining. On June 17,2003, the Company adopted a new trading s¡mbol - PGOL- to
reflect the na¡ne change. The Company has been in the resource exploration and mining business since June 2ü)3.

On April 16,2010, we caused the incorporation of our vyholly owned subsidiary, Provex Resowces Inc. (*Provex") under tle laws of
Nevada.

On April 16,2010, the Company entered into an Assignment Agreement with Provex to assign the exclusive option to an undivided
right, title and interest in the Bruner and Vernal properties and the Bruner Expansion property to Provex. Pursuant to the Assignment
Agreements, Provex assumed the rights, and agreed to perform all of the duties and obligations, of the Company arising under the
Bruner and Vemal Property Option Agreement and the Bruner Properly Expansion Option Agreement. Provex's only assets are the
aforernentioned agreements and it does not have any liabilities.

On May 28,2010, Provex entered into an exclusive right and option agreement with Canamex Resources Corp. ('Canamex") whereby
Ca¡amex could earn up to 75Yo in the Bruner and the Bruner Properfy Expansion. Canamex agreed to spend an aggregate total of US
$6 million on exploration and related expenditures over the ensuing seven years whereupon Provex agreed to grant the right and option
to eam a vested seventy perceú (70%o) and an additional five percent (5%) upon delivery of a bankable feasibility study.

On February 28,2071, the Company entered into an Exploration and Option to Enüer Joint Venture Agreemsnt with Idaho State Gold
Company, LLC, C'ISGC") whereby the Company granted the option and right to eam a vested seventy percent (70%) interest in the
property and the right and option to fomr a joint venture for the management and ownership of the property called the Moss Mine
Property, Mohave County, Anzona (the "Moss Property" or "Moss Mine Property"). Upon execution of tho agreement ISGC paid the
Company $500,000 USD and agreed to spend at aggregats total of $8,000,000 USD on exploration and related expenditures over the
ensuing five years. Subsequent to exercise of the earn-in, ISGC and the Company agreed to form a 70130 joint venture.

In Ma¡ch 2011, ISGC nansferred its rights to the Exploration and Option to Enter Joint Venture Agreement dated February 28,2011,to
Northern Vertex Capital Inc. ('Northem Vertex").

On May 12, 2016, the Company entered into a material definitive Agreement for Purchase and Sale of Mining Claims and Escrow
Insfructions (the "Furchase and Sale Agreement') with Golden Vertex Corp., an Arizona corporation ('Golden Vert€x," a wholly-
owned Subsidiary of Northern VerteÐ whereby Golden Vertex agreed to purchase the Company's remaining 30% working interest in
the Moss Gold/Silver Mine for C$1,500,000 (the "Purchase Price") plus a 3% net smelter retum royalty. Specificall¡ the Company
conveyed all of its right, title and interest in those certain patented and unpatented lode mining claims situated in the Oatman Mining
District, Mohave County, Atizona (the "Claims") together with all exhalateral and other associated rights, waùer rigþts, tenements,
hereditaments and appurtenances belonging or apportaining thereto, and all rightsof-way, easements, rights of access and ingress to
and egress from the Claims appurtenant thereto and in which Seller had any interest (collectively, the'Property'). The Purchase Price
consisted of C$1,200,000 in cash payable at closing and the remaining C$300,000 was paid by the issuance of Northem Vertex
corlmon shares ûo the Company valued at $0.35 (857,140 shares), issued pwsuant to the terms and provisions of an investnent
agreement (the "Investuent Agreemenf) entered between the Company and Northern Vertex contemporaneous to the Purchase and
SaleAgreement.
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On April 25,2017, Provex and Canamex Resources Corp. ('tsuyet'') entered into a purchase and sale agreement whereby Canamex

Resou¡ces pwchased Patiot Gold's 30 percent working interest in the Bruner gold/silver mine project for US$1.0 million cash, and the

retention of a net smelter retum (NSR ) royalty on the Bruner property including any claims acquired within a two-mile area of
interest around the existing claims. Additionally the Buyer had the option to buy-down half of the NSR royalty retained by Pahiot for
US$5 million any time during a five-year period following closing of the purchase and sale agreement. The Company recognized a gain

on sale of mineral properties of $1,000,000 from the sale of the Bruner in its Consolidated Statement of Operations.

On May 23, 2017, the Company caused the incorporation of its wholly owned subsidiary, Patriot Gold Canada Corp ("Patriot
Canada"), under the laws of British Columbiq Canada.

On January L'l , 2018, the Company desipated 13,500,000 shares of the authorized and unissued preferred stock of the compariy as

"Series A Preferred Stock" by flrling an Amended and Restated Certificate of Designation with the Secretary of State of Nevada.

On May 7,2018, the Company caused the name change of our wholly owned subsidiary, Provex Resources Inc. to Goldbase, Inc.
("Goldbase") under the laws of Nevada.

On June 27 ,2019, the Company approved a change in its fiscal year end from May 3 I to December 3 I

Business Op@ti@$

We are a natural resource exploration and mining company which acquires, explores, and develops natural resor¡rce properties. Our
primary focus in the natu¡al resource sector is gold.

The search for valuable natural resources as a business is extremely risþ. lùy'e can provide invesúors with no assurance that the
properties we have either optioned or purchased contain cornmercially exploitable reserves. Exploration for mineral reserves is a
speculative venture involving substantial risk. Few properties that are explored are ultimately developed into producing commercially
feasible resery€s. Problems such as unusual or unexpected fomrations and other conditions are involved in mineral exploration and

often result in unzuccessful exploration efforts. In such a case, we would be unable to complete our business plan and any money spent

on exploration would be lost.

Natural resor¡rce exploration and development requires sigrrificant capiøl and our assets and resor¡rces are limited. Therefore, we
anticipate participating in the natural resource industry through the selling or partnering of our properties, the purchase of small
interests in producing properties, the purchase of properties where feasibilify studies already exist or by the optioning of natural
resource exploration and development projects. To daùe, we have two gold projects located in the southwest United States. In May
201 6, we sold our interest in the Moss Mine project and retained a royaþ In April 2017 , we sold our interest in the Bruner project and

retained a royalty. Our current project inventory consists of the Vemal project and the Windy Peak project.

Financing

There were no financing activities undertaken by the Company during the fiscal year ended December 31, 2023. Due to the

cornmencement of the royalties from the Moss mine, management estimates that the Company will not require additional funding for
the Company's planned operations for the next twelve months.

CqssperiÉag

The mineral exploration indusüy, in general, is intensely competitive and even if commercial quantities of ore are discovered, a ready
market may not exist for sale of sa¡ne. Numerous factors beyond our control may affect the marketability of any substances discovered.

These factors include market fluctuations, the proximity and capacity of natural resource ma¡kets and processing equipment,
govemment regulations, including regulations relating to prices, taxes, royalties, land tenure, land use, importing and exporting of
minerals and environmental protection. The exact effect of these factors cannot be accurately predicted, but the combination of these

factors may result in our not receiving an adequate retum on invested capital.

2
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Compliance with Government Regulation and RoCtú$gfy-À{q$g$

Míning Control ønd Reclønction Regulatbns

The Surface Mining Control and Reclamation Act of 1977 ("SMCRA") is administered by the Office of Surface Mining Reclamation
and Enforcement ("OSM') and establishes mining environrnental protection and reclamation standards for all aspects of U.S. surface
mining, as well a¡¡ many aspects of underground mining. Mine operators must obtain SMCRA permits and permit renewals for mining
operations from tle OSM. Although state regulatory agencies have adopted federal mining programs under SMCRd the state becomes
the regulatory authority. States in which we expect to have active future mining operations have achieved primary contol of
enforcement through federal authorization.

SMCRA perrrit provisions include requirernents for prospecting including mine plan deveþment, topsoil removal, storage and
replacement, selective handling of overbu¡den maüerials, mine pi¡ backfilling and grading, protection of the hydrologic balance,
subsidence conhol for underground mines, surface drainage control, mine drainage and mine discharge control and teahent and re-
vegetation.

The U.S. mining permit application process is initiated by collecting baseline data to adequately characterize the pre-mining
environmental condition of the pemrit area. We will deveþ mine and reclamation plans by utilizing this geologic data and
incorporating elements of the environmental data. Our mine and reclamation plans incorporate the provisions of SMCRA, state
prograrns and complemeirtary environmental prograûu¡ which impact mining. Also included in the permit application a¡e documents
defining ownership and agreements pertaining to minerals, oil and gas, water rights, rights of way and surface land and documents
required of the OSM's Applicant Violator System, including the mining and compliance history of officers, directors and principal
stoclúolders of the applicant.

Once a permit application is prepared and submitted to the regulatory agencf it goes through a completeness and technical review.
Public notice of the proposed permit is given for a comment period before a permit can be issued. Some SMCRA mine permit
applications take over a year to prepare, depending on the size and complexity of the mine and often take six months to two years úo be
issued. Regulatory authorities have considerable discretion in the timing of the permit issuance and the public has the right to comment
on, and olherwise engage in, the permitting process including public hearings and intervention by the courts.

Surføce Dßn¡bønce

All mining activities govemed by the Bureau of Land Management ("BLM,) require reasonable reclamation. The lowest level of
mining activity, "casual use," is designed for the miner or weekend prospector who creates only negligible surface disturbance (for
exarnple, activities that do not involve the use of earth-moving equipment or explosives may be considered casual use). These activities
would not require either a notice of intent to operate or a plan of operation. For fr¡rtler infomration regarding surface management
üerms, please refer to 43 CFR Chapter tr Subchapter C, Subpart 3809.

The second level ofactivity, where surface disturbance is 5 acres or less per year, requires a notice advising the BLM ofthe anticipated
work 15 days prior to commeircement. This notice must be filed with the appropriate field office. No approval is needed although
bonding is required. State agencies must be notified ûo ensure all requirements a¡e met.

For operations involving more tlan 5 acrss total surface disturbance on lands subject to 43 CFR 3809, a detailed plan of operation must
be filed with the appropriate BLM field office. Bonding is required to ensure proper reclamation. An Environmental Assessment (EA)
is to be prepared for all plans of operation to determine if an Environmental Impact Statem€nt is required. A National Environmental
Policy Act review is not required for casual use or notice level operations unless those operations involve occupancy as defined by 43
CFR 3715. Most occupancies at the casual use and notice level in A¡izona are covered by a programmatic EA.

3
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An activity perrnit is required rilhen use of equipment is utilized for tle purpose of land stripping, earthmoving, blasting (except

blasting associated with an individual source permit issued for mining), tenching or road construction.

Future legislation and regulations are expected to become increasingly restictive and there may be more rigorous enforcement of
existing and future laws and regulations and wc may experience substantial increases in equipment and operating costs and may
experience delays, intemrptions or termination of operations. Failure to comply with these laws and regulations may result in the

assessment of administrative, civil and criminal fines or penalties, the acceleration of cleanup and site restoration costs, the issuance of
injunctions to limit or cease operations and the suspension or rçvocation of perrrits and other enforcement measures that could have the

effect of limiting production from our futrne operations.

Trespøssing

The BLM will prevent abuse of public lands while recognizing valid rights and uses under the mining laws. The BLM will take

appropriate action ûo eliminate invalid uses, including unauthorized residential occupancy. The Interior Board of Land Appeals (IBLA)
has found that a claim rnay be declared void by the BLM when it has been located and held for purposes sth6¡ rhan 1¡s mining of
minerals. The issuance of a notice of trespass rnay occur if an unpaûenûed claim/site is:

(1) used for a home site, place of business, or for other purposes not reasonably related to mining or milling
activities;

Ø used for the mining and sale of leasable minerals or mineral materials, such as sand, gravel and certain tlryes of
building stone; or

(3) located on lands that for any reason have been withdrawn from location after the effective date of the

withdrawal.

Trespass actrons are taken by the BLM Field Ofüce.

Environmental Lsws

W'e may become subject to various federal and state environmental laws and regulations that will impose significant requirements on

our operations. The cost of complying with curent and future environmenùal laws and regulations and our liabilities arising from past

or future releases of, or exposure to, hazardous substances, may adversely affect our business, results of operations or financial
condition. In addition, environmental laws and regulations, particularly relating to air emissions, can reduce orn profitabilþ Numerous
federal and state governmental permits and approvals are required for mining operations. When we apply for these perrnits or
approvals, we may be required to prepaxe and present üo federal or state authorities data pertaining to the effect or impact that a

proposed exploration for, or production or processing of, may have on the environment. Compliance with these requirements can be

costly and time-consuming and can delay exploration or production operations. A failure to obtain or comply with permits could result

in signiñcant fines and penalties and could adversely affect the issuance of other permits for which we may apply.

Clea,n WøterAct

The U.S. Clean Watsr Act and corresponding state and local laws and regulations affect mining operations by restricting the discharge

of pollutants, including dredged or fill materials, into waters of the United States. The Clean Water Act provisions and associated state

and federal regulations are complex and subject to amendments, legal challenges and changes in implementation. As a result of court

decisions and regulatory actions, permitting requirements have increased and could continue to increasç the cost and timo we expend
on compliance with water pollution regulations. These and other regulatory requirements, which have the potential to change due to

legal challenges, Congressional actions and other developments increase the cost of, or could even prohibit, cerlain current or future
mining operations. Our operations may not always be able to remain in firll compliance with all Clean WaterAct obligations and permit
requirements. As a result, we may be subject to fines, penalties or changes to our operations.

Clean Water Act requirements tbat may affect our operations include the following:

4
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Sectíon 404

Section 404 of the Clean Water Act requires mining companies ûo obtain U.S. Amy Corps of Engineers ('ACOE") perrrits to place
material in steanrs for the purpose of creating slurry ponds, water impoundments, refrse areas, valley fills or other mining activities.

Our consüuction and mining activities, including our surface mining operations, will frequentþ require Section 404 permits. ACOE
issues two types of permits pursuant to Section 404 of the Clean Water Act nationwide (or "general') and "individual" permits.
Nationwide permits a¡e issued to streamline the permitting process for dredging and filling activities that have mini¡nal adverse

environmental impacts. An individual perrnit typically requires a more comprehensive application process, including public notice and
comment; however, an individual permit can be issued for ten years (and may be extended thereafter upon application).

The issuance of pemrits to constn¡ct valley fills and refl¡se impoundments under Section 404 of the Clean Water Act, whether general
permits commonly described as the Nationwide Pemrit 21 (NWP 21) or individual permits, has been the subject of many recent coud
cases and increased regulatory oversight. The results may materially increase ow permitting and operating costs, permitting delays,
suspension ofcu¡rent operations and/or prevention ofopening new mines.

EUqñyees

Currently, our ofücers and directors provide planning and organizational services for us on an as-needed basis, and our administrative
and office staff also works on an as-needed basis. Some of the field work is completed by service providers and/or exploration
parbxers. All of the operations, technical and otherwise, are oveñieen by the directors of the Company.

Subsidiaries

On April 16,2010, we caused the incorporation of our wholly owned zubsidiary, Provex Resources, Inc., under the laws of Nevada. On
April 16, 2010, the Company entered into an Assignment Agreernent to assþ the exclusive option to an undivided right, title and
interest in the Bruner and Vernal property; and tle Bruner Property Expansion to Provex. Pursuant to the Assignment Agreement,
Provex assumed the rigtts, and agreed to perform all of the duties and obligations, of the Company arising under the Bruner and Vemal
Property Option Agreement; and the Bruner Property Expansion Option Agreement. Provex's only assets are the aforementioned
agreements and it does not have any liabilities.

On May 28, 2010, Provex Resources, Inc. entered ínto an exclusive right and option agreement with Canamex Resources Corp.
("Canamex") whereby Canamex could earn up to a75o/o undivided interest in the Bruner and the Bruner Property Expansion. Canamex
agreed to spend an aggregate total ofUS $6 million on exploration and related expenditures over the ensuing seven years whereupon
the Company agreed to grant the right and option to earn a vested seventy percent QA%) md an additional five percent (5%) upon
delivery ofa bankabls feasibility study.

On April 25,2017, Provex and Canamex Resources Corp. ("Buyer) entered into a pwchase and sale agreement whereby Canamex
Resoruces purchased our 30-per-cent working interest in the Bruner gold/silver mine project for US$I.0 million cash, and the retention
of a net smelter return (NSR') royaþ on the Bruner propefy including any claims acquired within a two-mile a¡ea of interest a¡ound
the existing claims. Additionally, the Buyer had the option to buydown half of the NSR royalty for US$5 million any time during a

five-year period following closing of the pwchase and sale agreement.

On May 23, 2017, the Company caused the incorporation of its wholly owned subsidiary, Pahiot Gold Canada Corp ("Patriot
Canada'), under lhe laws of British Columbia" Canad¿.

On May 7,2018, the Company caused the name change of our wholly owned subsidiary, Provex Resornces Inc. to Goldbase, Inc.
("Goldbase") under the laws ofNevada.

On June 27 , 2019, the Company approved a chânge in its fiscal year end from May 3l to December 3 I

5

htþs:/www.eec.gov/Archives/edgar/data/f 080448/000168Í11682400187g/patriotgold il0k-123123.htm 11/59

Case 2:24-bk-06359-EPB    Doc 52-3    Filed 10/14/24    Entered 10/14/24 16:11:32    Desc
Exhibit C    Page 149 of 165

217



1Ol1Ol24, l0:364M Patriot Gold Corp. 10-l(

Item 1À Risk F¡ctors.

Factors that MayAffect Future Results

1. lVe may require additional funds to achieve our business objectives and any inability to obtsin funding w¡ll impâct our
buslness.

We may incur operating losses in future periods because tìere a¡e expenses associated with the acquisition, exploration and

development of natural resowce properties. We may need to raise additional funds in the futu¡e through public or private debt or equity
sales to firnd our future operations and fulfill contractual obligations. These financings may not be available when needed, and even if
tlese financings are available, they may be on tenns that we deem unacceptable or are materially adverse to your interests with respect

to dilution of book value, dividend preferences, liquidation preferences or other terms. Any inability to obtain financing could have an

adverse effect on our ability to implement our business objectives and as a result, could require us to diminish or suspend our
operations or cause a materially adverse effect on our business. Obtaining additional financing would be subject to a number of factors,

including the ma¡ket prices for gold, silver and other minerals. These factors may make the timing, amount terms or conditions of
additional financing unavailable to us.

2. Bec¿use our Directors may serve ¡s officers and dlrectors of other companies engaged in mlner¡l exploration, a potential
conflict oflnterest could negatively impact our obility to acqulre properties to explore and to run our buslness.

Ow Directors and Ofücers may work for other mining and mineral exploration comp¡niss. Due to time dernands placed on our
Directors and Ofücers, and due to the competitive nature of the exploration business, the potential exists for conflicts of interest to
occw from time to time that could adversely affect our ability to conduct our business. The Officers and Di¡ectors' employment and

afüliations with other entities limit the amount of time lhey can dedicate to us. Also, our Directors and Ofücers may have a conflict of
interest in helping us identifr a¡d obtain the rights to mineral properties because they may also be considering tle same properties. To

mitigate these risks, we work with several technical consultants in order to ensure that we are not overþ reliant on any one of our
Officers and Di¡ectors to provide us with technical services. However, we cannot be certain that a conflict of interest will not arise in
the future. To date, there have not been any conflicts of interest between any of our Directors or Officers and the Company.

3. Because of the speculatlve nature of exploration and developmenÇ there are substantlal rlsls ln our buslness model.

The sea¡ch for valuable natural resources as a business is extremely risþ. We can provide investors with no assurance that the
properties we own contain commercially exploitable reserves. Exploration for natural resowces is speculative and involves risk. Few
properties that are explored are ultimaûely developed into produoing commercially feasible reserves. Problems such as unusual or
unexpected fomrations and other conditions are involved in mineral exploration and often result in unsuccessflrl exploration efforts. In
such a case, we would be unable to complete our business plan.

4. Bec¡use of the unique difllculties rnd uncert¡inties inherent in mineral exploration and the mlnlng buslness, we f¡ce risks.

Potential investors should be aware of the diffïculties normally encountered by mineral exploration companies. The likelihood of
success must be considered in light of the problems, expenses, difficulties, complications and delays encountered in connection with
the exploration of tle mineral properties tlat we plan to undertake. These potential problems include, but are not limited to,
unanticipated problems relating to exploration and additional costs and experses that may exceed current estimates. In addition, the

search for valuable minerals involves numerous hazards which pose frnancial risks.

5. Because our operating expenses may vary, as mty our revenues, profltability may be inconsistent.

We anticipate that our expenses may vary and so may our revenues. Therefore, any profitability w€ may have could be inconsistent.
There is little history upon which ûo base any assumption as to the likelihood that we will be consistently profitable, and we can provide
investors with no assurance that we will gen€rat€ consistent revenues or consistently achieve profitable operations.
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6. Because åccess to our mineral claims may be restricted by inclement weåther, we may be delayed in our exploration.

Access to our mineral properties may be resticted through some of the year due to weather in the area. As a rezult, any attempt to test

or explore the property is largely limited to the times when weather perrrits such activities. These limitations can result in significant
delays in exploration efforts.

7. Because of the speculatlve nature of exploratlon of mineral properties, there ls subst¡ntl¡l rlslc

The search for valuable minerals as a business is extremely risþ. Exploration for minerals is a speculative ventffe involving
subst¿ntial risk. The expenditures to be made by us in the exploration of the mineral claims may not always result in the discovery of
economic mineral deposiæ. Problems such as unusual or uûexpected formations and other conditions are involved in mineral

exploration and often result in unsucoessfirl exploration efforts.

8. Because of the inherent dangers involved tn mineral exploration, there is liabtlfty rlsk

The search for valuable minerals involves numerous hazards. As a result, there is potential liabitity for hazards, including pollution,
cave-ins and other hazards against which we cannot insure or against which we may elect not to insure.

9. We ¿re heavily dependent on our CEO ¡nd President.

Our success depends heavily upon the continued contributions ofour CEO and President, whose knowledge, leadership and technical
expertise would be difücult to replace. Our success is also dependent on our ability to retain and atfract experie,nced engineers,
geoscientists and other technical and professional staff. We do not maintain key man insurance. If we were to lose ou¡ CEO and

Presidurt our ability to execute our business plan could be harmed.

Risks Related to Legal Uncertainties and Regúiags

10. As we undertake exploratlon and development of our mlneral claims, we will be subJect to compllance with government
regulation which may increase the anticþated cost of our exploration programs.

There are several govemmental regulations that materially restict mineral exploration. We will be subject to the federal, state and local
laws as we carry out our exploration program. We may be required to obtain work permits, post bonds and perform remediation work
for any physical disturbance to the land in order to comply with these laws. While our planned exploration and development progmm

budgets for regulaûory compliance, there is a risk that new regulations could increase our costs ofdoing business and prevent us from
carrying out our exploration and development programs.

Publiq Health Thrcats Risk

24. Our financial and operatlng performance mry be adverseþ affected by global public health threats, includlng the recent
outbre¡k of the novel coronavirus (COVID-l9).

Public health threats, zuch as the coronavirus (COMD-l9), influenza and other highly communicable diseases or viruses could
adversely impact our operations and cause disruptions in the natural resource exploration and mining industry. If the effect of the

coronavirus (COVID-I9) is ongoing, economic conditions and the economic slowdown resulting from COVID-I9 and the intentional
govemmental responses to the virus may also adversely affect the market price of our common sha¡es.

7
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Item 18. Unresolved St¡ffComments.

There a¡e no unresolved staffcomments.

Item lC. Cybersecurity.

The identification, detection, prevention and remediation of known or potortial IT security vulnerabilities, including those arising from
third-party hackers, hardware or software, is extremeþ costþ and time consuming. Company does not have the manpower, expertise or
frnancial resources úo effectiveþ identifr, detecl prevent or remediate cybersecurity risls. No assurance or guaraûûee whatsoever can

be give,n that Company will not be damaged by the exploitation of its cybersecurity vulnerabilities.

During the year ended, we did not identiff any cybersecurity threats that have materially affected or are reasonably likely to materially
affect ow business shategy, results of operations, or financial condition. Howeve¡ we may not be awa¡e of all vulnerabilities or might
not accurately assess the risks of incidenæ, and zuch preventative me¿uiures cannot provide absolute secwity and may not be zufficient
in all circumstances or mitigate all potential risl<s.

Item 2. Description of Propertles.

Introductlon

The property disclosures in this ltem 2 are presented in accordance with Regulation S-K 1300 (SK1300), including certain exemptions

with respect to disclosures relating to royalty interests. This Item 2 provides summary information about our overall portfolio of
property holdings and royalty interests, as well r¡{¡ more det¿iled infonnation about our material property.

Ow management periodically reviews the materiality of individual properties and royalty interests within our portfolio. After
considering quantitative and qualit¿tive factors relating to the properties in which we have an interest in the context of our business

operations and financial condition, including all related activities from exploration through external sale, we determined the only
properly considered material to or¡r business is our royalty with respect to the Moss Mine.

Our summary and individual property disclosures are provided in accordance with SK1300, which provides that a registrant with a

royaþ right may omit cert¿in information required by the surunary and individual property discloswe requirements if the registant
specifies the inforrration to which it lacks access, explains the reason it lacks the required inforrnation and provides all required
inforrnation that it does possess or which it can acquire without incurring an unreasonable burden or exp€nse. Our royaþ agreement

with respect to the Moss Mine, which is the only property considered material to our business, does not require the operator, who is not
an affiliate of ours, to pre,pare technical report summaries or permit us the access and infonnation sufficient to pre'pare our oriln
technical report summaries. As a result, our presentation with respect to such royalty is limited to inforrnation we can acquire without
unreason¿ble burden or expense.

With respect to each of our properties excluding royaþ interests, our disclosures in this ltem 2 a¡e based on information reviewed and

verified by Zachry J. Black, Director and a Qualified Person for National Instrument 43-101 (Standards of Discloswe for Mineral
Projects).

I
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ñ¡¡nn¡¡¡r

lVe do not loas€ or own ôûy rool p¡opsrty fot or¡r corporato officcs. Vfc curonúly m¿int¡in our corporate office on a month-to-month
basis at 401 &yla¡d St, Suito 180, Rcno, lrl\/ 89502. lvfanagomørt beliwcs that or¡r office space is suitable for our cunent nccds.

Onr prorporty holding! ss of Dccomb€r 31,2023 coasist of the Vm¡l Propsrty, the tilïndy Peak Property, a royalty with respoct ûo the
Moss Minc hojoct, and a rcyolty with roepcct to thc Bruner Gold Projeot. Our only maûuial poperty is the Moss Mine ruyalty.
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Following is summary information regarding both our rnaterial and non-material properties:

l0

Materirl Property

Moss Mine Royalty

Loc¡tlon Weste¡r Arizona

Ihe type and
Nmount of
ownership
interests

Patriot holds a royalty of3% of
Net Smelter Retums with respect
lo the original approximately 5
patented mining parcels and

ryproximately 400 unpatented
mining claims held by Golden
Vertex Corp., and the surrounding
I mile a¡ea of interest

Operator Golden Vertex Corp.

Iitles, mlneral
rights, leases or
options and
Lcreage involved

Patriot holds a royalty of 3Yo of
Net Smelter Rehrms with respect
lo the original approximately 5

patented mining parcels and

ryproximately 400 unpatented
mining claims held by Golden
Vertex Corp., and the surrounding
I mile a¡ea of interest

Non-Material

on approximately

proven or proven or probable reserves

acfes
acres

on

acres

for

resery€s

one

It

¡.

¡f

Central

PeakProperty

Nevada Nevada

Royalty

unpatented
claims on

mineral
tl4

on approximately

wholly
holds 12

mlmng

proven or probable

permitted

holds a royalty of2% of
Smelter Retums with respect

the original approximately 26
mining claims and

191 unpatented
claims held by Endeavow

Corp., and the srmounding
mile a¡ea of interest

Silver Corp.

mile area of interest

holds a royalty of2Yo of
Smelter Retums with respect

the original approximately 26
mining claims and

191 unpatented
claims held by Endeavour

Corp., and the surrounding

acres, subject ûo a

royaþ in favor of

Stage Production

Key permit
conditlons

\I/A{'

MÍne types and
mÍneraliz¡tion
¡tyles

Extuaction of gold and silver from
rre via heap leaching, with
:esulting precipitate smelted into
lore ba¡s

Processlng plants/
lacilities

\t/A*

Productlon* \I/A*

to such property, we do not have access to the annual production forthe area subject to the royaþ during the tlree most
completed fiscal years without incurring rmreasonable expense or bwden. We also do not have access to information

permit conditions or processing plants or facilities for proporties with rospect to which we only hold a royalty interest without
unreasonable expense or burden. rilith respect ùo key permit conditions generally, operators of the mines that are zubject ûo

royaþ interests must comply with environmental, mine safety, land use, water use, waste disposal, remediation and public health

anproperty ln ect. Because weMosswe a

and localand in the United States.
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Summary of Mineral Resources a

We are not able to provide a summary of mineral resoruces and mineral reserves, as determined by a qualified peñion, at the efid of the

most recentþ completed fiscal year by commodity and geographic area with respect to each property containing lÙYo or more of our
interests in measured and indicated mineral resources or mineral reseryes, because we hold a royalty with respect to the only property

that has established resowces and reserves and, as a mere royalty holder, we do not have access to such information without incurring
uffeasonable burden or expen¡¡e.

Individu¡l Pronúy Dlsclosure - Materl¡I Prup@y

Moss Mine Project
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The Moss Mine ("Moss Mine") is located within the historic Oatman District, l0 miles east of Bullhead City, Arizona and

approximately 70 miles southeast of Las Vegas, Nevada. The Moss Mine extracts gold and silver from ore via heap leaching and smelts

the resulting precipitate into dore bars. The operator of the Moss Mine is Golden Vertex Corp. Our agresmsnt with the operator does

not require the operator to prepare technical Íeport swrimaries or permit us the access and information sufücient to prepare our own
technical report summaries othcrwise required under Regulation S-K 1300.

ll
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We hold a royalty of 3% of Net Smelter Returns from the production of minerals from tbe property. 'l.Iet Smelter Retums" means the
aggregate proceeds received from time to time from any smelter or other puchaser from the sale of any minerals, metals or other
material of commercial value produced by and from the covered property, after deducting the cost of transporûation and smelting and
¡sfining charges. The property covered by the royalty includes the original approximately 5 patented mining claims an¿ approximately
400 rrnpatentcd mining claims held by Golden Vertex Corp., and the surrounding I mile area of interost. Payment is due within 30 days
after the end of each calenda¡ month in which ttre operator receives palments for production from the property.

Although we consider the Moss Mine material because it is the only property in which we have an interest that has provcn reseryes, we
do not own the Moss Mine and do not own or have access to the cunent technical data relating to titles, mineral rights, acreage, state of
the property, permitting, mining operations, processing and resource/reserve calculations. Further, obtaining such inforrnation would
result in an unreasonable burden and expense.

With respect to key permit conditions generally, operators must comply with environment¿I, mine safety, land use, water use, waste
disposal, remediation and public health laws and regulations promulgated by federal, state, proyincial and local governments in the
United States. Although we, as a royalty interest o\ryner, are not responsible for ensuring compliance with these laws and regulations,
failure by the operator to comply with applicable laws, regulations and permits can result in i4iunctive actior¡ orders to zuspend or
cease operations, damages, and civil and ctiminal penalties on the operators, which could have a material adverse effect on our results
of operations and financial condition.

We have no decision-making authority regarding the development or operation of the mineral properties underþing
our royalty interest. The operator makes all development and operating decisions, including decisions about permitting, feasibility
analysis, mine desiga and operation, processing, tailings storage facility design and operation, plant and equipment matters, and
ûemporary or permanent suspension of operations, as well as estimates of resou¡ces and reserves.

Internal contols for determining and reporting the mineral resources and mineral reserves are specific to individual projects and are
maintained by the operators. In general, mineral resources and mineral r€seryes are supported by technical studies relevant ûo the
jurisdictions within which the operators conduct their financial disclosu¡c, and qualified persons specified by the operators (as

detemtined by the laws and disclosure rules in the applicable jurisdictions) have endorsed the quality of the work Our agreements witb
operators do not give us access to undedying technical data sufficient to spocifically confirm the opinion of the qualified persons for
each mineral resource or mineral reserve or the status of the qualified persons as qualified persons under SKl300.

We do not have access to information regarding infrastructure, the present condition of the property, the proposed program of
development, reserve or resource informatior¡ the condition of equipment and facilities, the history of operations, significant
encumbrances or permit conditions, or the book value of the property, plant or equipment without un¡easonable burden or expense.

Individual Propøy@pg_ty

With respect to each of our properties, excluding the Moss Mine Royaþ:

Ou¡ disclosures a¡e based on information reviewed and verified by Zachary J. Black, Director and a Qualified Person for
Natioual Insûument 43-101 (Staûdards of Disclosure for Mineral Projects); and

We have implemented sampling and analytical quality assurance and quality confrol procedures, which we believe are
consistent with indusfry standards, including but not limited úo, the following:

All sampling is conducted under the supervision of Patriofs exploration personnel or rqxesentatives.
The ohain of custody from the project to the sample preparation facility is monitored and controlled by Patriot's
exploration personnel or rqlresentatives or its shipping contractors.
Samples are collected and stored at the loggng or storage facility which include security and monitoring etrorts.
Samples are labeled with unique sample numbers, bagged, and secured before shipping.
Samples are shþed at periodic intervals to an indusfry accepted ISO accredited lab for ftrther analysis.
Control procedures include insertion of reference materials or blanls into the sample stream.
Validation ofthe analytical results are conducted upon receipt offinal assay reports by Patiot's exploration personnel
or rspresentatives.

Until validated and rçorted publicly, assay rezults are kept confidential and secureþ maintained by Patriofs
exploration personnel or rqlresentatives for completion of validation and compilation of the assay data.

a

a

l.
2.

3.

4.
5.
6.
7.

8.
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Vemal Property

Patrlot Gold Corp. 10-l(
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Acquisition of Interests - Vernal Proiect

Pursuant to a Property OptionAgreement (the "BVAgreemørf'), dated as of July 25,2003, with MinQuest, Inc., a Nevada corporation
('MinQuest'), we acquired the option to eaxn a l00o/o inûerest in the Bruner and Vernal mineral exploration properties located in
Nevada. Together, these two properties originally consisted of 28 unpatented mining claims on a total of 560 acres in tle northwest

trending Walker Lane located in western cenfral Nevada.

To dateo rve have paid the option payments and made the expenditures necessary to satisff the requirements of the BV Agreement and

100% interest in these two properties was therefore transferred to us, subject to MinQuest retaining a 3Yo rcyalty, All 6ining interests

in the properties are subject to MinQuest retaining a 3%o royalty of the aggregate proceeds from any smelter or other purchaser of any

ores, concentates, metals or other material of commercial value produced from the property, minus the cost of fansportation of the

ores, concentrates or metals, including related insurance, and smelting and refining charges. Pursuant to tle BV Agreement, we have a

one-time option to purchase a portion of MinQuest's royaþ interest at r rate of $ 1,000,000 for each lYo. We may exercise our option

90 days following completion of a bankable feasibility study of the Bruner and Vemal properties, which, as it relates to a mineral

resowce or reserye, is an evaluation of the economics for the extraction (mining), processing and marketing of a defined ore reserv€

that would justifr financing ûom a banking or financing institution for putting the mine into production.

On April 16, 2010, we entered into an Assignment Agreement with our wholly owned subsidiary, Provex Resoutces, Inc., (now

Goldbase, Inc.) a Nevada corporation, to assign the exclusive option to an undivided right, title and interest in the Bruner, Brunsr

Expansion and Vemal properties to Provex. Pursuant to the Agreement, Provex assumed our rights, and agreed ûo perform all of our

duties and obligations, arising under the original property option agreements.

In April 2017, Canamex Resources purchased our interest in the Bruner properties for $1,000,000 cash, and we retained a 2%o net
smelter retum royalty on the Bruner properties including any claims acquired within a two-mile a¡ea of interest around the existing

claims. Additionalty, Canarnex had the option to buydown half of our royalty retained for $5,000,000 any time during a five-year
period following closing of the purchase and sale agteement.

Descriptlon ¡nd Location of the Vernal Property

The Vemal Property is located approximately 140 miles east-southeast of Reno, Nevada on the west side of the Shoshone Mountains.

Access from Fallon, the closest town of any size, is by 50 miles of paved highway and 30 miles of gravel roads. rWe hold the property

via 12 unpatented mining claims (approximately 248 acres). We have a 100/o interest in the Vemal property, zubject to an existing

royaþ

Exploration Ilistory ofthe Vernal Property

Historical work includes numerous short adits constructed on the Vernal Propefy between 1907 and 1936. Therc appears to have been

little or no mineral production.

The Vemal Property is underlain by a thick sequence of Tertiary age rhyolitic volcanic rocks including tuffs, flows and intrusives. A
volcanic center is thought üo underlie tle district, with an intruding rhyolite plug dome (a domal featwe forrred by the extrusion of
viscous quartz-rich volca¡ic rocks) thought to be closely related to mineralization ericountered by the geologists of Amselco, the U.S.

subsidiary of a British company, who explored the Vemal Property back in the 1980's, and who in 1983 mapped, sarnpled and d¡illed
the Vernal Property. Amselco has not been involved with the Vemal Property since that time and is not associated with the Vemal

Property or the exploration work being done. A 225-foot-wide zone of poorþ outcropping quartz stockworls (a multidirectional quartz

veinlet system) and larger veining trends exist northeast from the northern margin of the plug. The veining consists of chalcedony

containing l-5% pynte. Clay alteration of the host volcanics is strong. Northwest trending veins a¡e also present but very poorþ
exposed. Both directio$ carry gold values. Scattered vein float is found over the plW. The most significant gold values in rock chips

come from veining in tuff¿ceous rocks north of the nearly east-\4¡est contact of the plug. This a¡ea has poor exposure, but sampling of
old dumps and surface workings show an open-eirded gold anomaly that measwes 630 feet by 450 feet.

The Vernal Properly claims presently do not have any known mineral reserves. The property ttnt is the subject of our mineral claims is

undeveloped and does not contain any coûrmercial scale open-pits. Numerous shallow rmderground excavations occur within the

central portion of the property. No reported historic production is noted for the property. There is no mining plant or equipment located

on the properly that is the subject of the mineral claim. Currently, there is no power supply to ths mineral claims. Although drill holes

are present within the property boundary, there is no known drilled reserve on or¡r claims.
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In July 2003 and again in Jtloie 2017 , members of our Board of Di¡eotors and geology team made an onsite inspection of the Vemal
property. Mapping (the process of laying out a grid on the land for area identification where samples are talen) and sampling (the
process of tnking small quantities of soil and rock for analysis) have been completed. In 2005, permits for tenching and geochernical
sampling were obtained from the U.S. Forest Service, and a subseçent tenching and sampling program was completed.

Our exploration of tle Vernal Property to date has consisted of geologic mapping, trenching and rock chip geochemical sampling. The
Board of Directors approved a budget of approximately $55,000 (including the refrrndable bond of $900) for the Vemal property. An
exploration program was conducted in November 2008. The program consisted of 200 feet of trenching, sampling and mapping, and
opening, mappíng and sampling of an underground workings consisting of approximately 275 feet of workings. We continue to
waluate the Vemal Property.

In September 2Ol7,we released a National Instrument 43-l0l Technical Re,port on the Vernal Property.

Pl¡nned Explorrdon

Our cu¡rent objectives are to assess ÎÌre geological merits and ifwarr¿nted and feasible establish an exploration program to identit the
pot€ntial for economically viable mineralization. The cost of an exploration plan has not yet been determined therefore estimated
exploration expenditures are not available at this time. We recop.ize that the Vemal Property is an early-stage exploration opportunity
and there are currentþ no proven or probable ressrvçs.
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Acquisition of Interest

In May 2015, after a review of hisüorical records and information available regarding a potential mineral property interest in Churchill
County, Nevada, we acquired the Windy Peak Property, (referred to herein as the ''llVindy Peak Property" or "Windy Peak"). This eady-
stage exploration project was secured through the completion of an Assignment and Assumption Agreement. Windy Peak has been
visitedby our di¡ectors and technical staffseveral times in 2017,2018,2019,2020,and2022,

Description and Locetion of the \ilindy Peak Property

The Windy Peak Property consists of 114 unpatented mineml claims covering approximately 2,337 contiguous acres, 3 miles north-
northeast of the Bell Mountain and 7 miles east of the Fairview mining district in southwest Nevada. Windy Peak is approximaùely 45
miles southeast of Fallon a¡d 5.5 miles south of Middlegate. The property is a contþous claim block. Access to the project area is by
paved highway, followed by a short stetch of gravel road.

Access to the rù/indy Peak Property is from U.S. Higbway 50, thence south via Highway 361 to an unmarked dirt road that heads west
along the south side of an unnamed wash referred to as Windy Wash. The dirt road exits tlighway 95 near the border of Sections 27 &
34. The Bell Mounøin quadrangle (datrÅ 1972> shows an older dirt road that follows the floor of tle wash. About 2 miles along the dirt
road henching and cutting ofhails to access various portions ofthe property have extensively disturbed the hill. The dirt road is in
good condition, however the steeper trails near Windy Peak require a 4-wheel-drive for access. There is no planf equipment, water
source nor power currentþ on site. Power could be provided by portable diesel-powered generaüors. Non potable water may be sowce
able on site for drilling, mining and milli¡g pl¡rp65ss.

The property claims are held as unpatented federal land claims administered under the Departrnent of Interior, BLM. In order to acquire
an unpatented mineral claim, the land must be open to mineral entry. Federal law specifies that a claim must be located or "staked" and
site boundaries be distinctþ and clearly marked to be readily identifiable on the ground in addition to filing the appropriate state and or
federal documentation such as Location Notice, Claim Map, Notice of Nonliability for Labor and Maûerials Furnished, Notice of
Intent to Hold Mining Claims, Maintenance Fee Payment and fees to secure the clain. The State may also estabüsh additional
requirements regarding the manner in which mining claims and sites are located and recorded. An unpatented mining claim on U.S.
government lands establishes a claim to the locatable minerals (also referred to as stakeable minerals) on tle land and the right of
possession solely for mining purposes. No title to the land passes to the claimant. If a proven economic mineral deposit is developed,
provisions of federal mining laws permit o\ryners of unpatented mining claims to paûent (to obtain title to) the claim. The property
surface estate and mineral rights are federally owned and zubject to BLM regulations. None of the property claims have been legally
surveyed. Although our legal access to unpatented Federal claims cannot be denied, staking or operating a mining claim does not
provide the claim holder exclusive rights to tle surface resources (unless a right was determined under Fublic Law 84-167), establish
residency or block access to other users. Regulations manasing the use and occupancy of the public lands for developmurt of locatable
mineral deposits by limiting such use or ocÆupancy to that which is reasonably incident is found in 43 CFR 3715. These Regulations
apply to public lands a<lminisþ¡ed þy the BLM.

Annual maintenance fees paid to the BLM and recording fees must be paid to the respective county on or before September I of each
year to keep the çl¿ims ia gsod standing, provided the filings are kept cunent these claims can be kept in perpetuity.

Past Exploration in the Windy PeakArea

Fairview District

The Windy Peak area has been considered to be part of, or at least an extension of the Fairview District, which, is located on Fairview
Pealc about 6 miles WNW of Hill 6483. Both areas rire within the Fairuiew Peak caldera, but their geochemical differences indicate
they are not related.

t6
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lVindy Peek

Published information regarding the rWindy Peak area refers to a small leach pad at the Cye Cox prospect at llill 6483. This exploration
was located adjacent to but not on or¡r northern claim block. According to historical rspotts, an initial 6 claims (Red Star) were staked

by Cye Cox of Fallon from 1945 to 1969. Subsequent lessees staked an additional 79 Red Står claims f¡om 1978 to 1979. Cye Cox
ûogetler with Pete Erb and "Pine Nut" Forbush discovered high-grade gold on thc south side of Hill 6483 in the Windy fault in 1970.

The presence of old timbers near a mostly+overed hole at the western tench (about mile west of the Windy adit) indicates that they
also did some work there. After firrther exarnination a plant with a 6-8" g,-'izzly and trornmel (21' x 30") was setup and operated"

Exploration on and around the property has included geologic mapping, rock chip sampling, sagebrush biogeochemistry, VLF-EM,
VlF-resistivþ and magnetic geophysical surveys, and reverse circulation dri[ing. Various companies, including Terraco Gold Corp,
Solitario Resources, Red Star Gold, Pegasus Gold Corp, Rio Tinto, and Kennecott, have conducted drilling on and a¡ound the property,

with more than Jg holes drilled. Limited small-scale mining activities have been conducûed by various private parties since the 1940's,

including a small glory hole mined during the 1970's centered on Hill 6483. Previous work on the property included many vertical
reverse-circulation drill holes, which are not suited to testing the high-angle structures known to host the gold- bearing veins. Some of
the holes previously drilled are inferred ûo be too shallow to properþ test târgets. We believe the high-grade süucturally hosted gold
potential on the property has not been tested by prwious drilling progams.

Geology of the Wlndy Peak ProperfyArea

Review of late Tertiary epithermal gold-silver deposits in the northern Great Basin, revealed that most deposits are spatially and
temporally related to two magmatic assemblages: bimodal basalt-rhyolite and westem andesite. The Fairview district, including the
Bell Mine, is related úo a third, minor magmatic assemblage, the laûe Eocene ûo early Miocene caldera complexes of the interior
andesite-rhyolite assemblage. This assemblage hosts the giant late-Oligocene Round Mountain deposit plus smaller deposits in the
Atlanta, Fairview, Tuscarora, and Wonder mining disticts. The youngest rocks in the interior andesite-rhyolite assemblage are in the
Fairview and Tonopah mining districts. Recent studies have shown that the magmatism associated with the interior andesite rhyolite
assemblage had a close spatial and te,mporal association with crustal extensior¡ and that these magmas may have been formed by
partial mixing of mantlederived basal with crustal melt.

Current Exploratlon

We have been conducting an ongoing exploration progmm to assess the potential for economically viable mineralization. The
exploration program has been permitted by the BLM. We initiated drilling in the summer of 2018, and this program extended into
October 2018. Further drilling was completed in December 2019, and again in January 202LExpÍonfion on the project is ongoing. ìV'e

recopize that Windy Peak is an eady-stage exploration opportunity and there are currently no proven or probable reserves.

t7
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Bruner Gold Projg!

Wc do not consid€,Í thc Bn¡ner Gold Projcct ("Bnmcr) úo bc matcrÍal in th¿t it docs not h¿ve provclr rrcseryGs. We do not oum thc
Bruner gold project and do not orrn or havo accoss úo the sr¡rr€ût technical data roleting ûo titlcs, min€ral rights, acrcage, süoûe ofthe
property, permitting; mining o¡rorations, proccssing and resor¡rcc,/res€rve calculations. We soleþ hold a royalty inúcrest with raspect to
the propcrty.

the Bnmer is locatcd approxinately 130 milcs cast+outheast of Reno, Ncvad¿. Thc projoct is 15 miles south of thc Psradis€ Pc6k
Mine, 45 miles southcast of the Roud Mountain Mine, and 25 miles west of the Rawhide Mine. The operator of the Bruner gold
project is Ende¿vour Silver Corp.

Iten3. LegalProceedlngr.

There are no peirding legal procee,lings involving the Company or in which any director, officer or atrliat€ of the Company, any own€r
of rccord or beiroficially of more thm. 5o/o of any clasr of voting securities of thc Company, or security holder is s party advergc to the
Company or has ¿ maûerial interest adv€rse to the Company.

Itcm 4. Mlne S¡foty Dl¡clo¡ure¡.

The Dodd-Frank lVall Steet Refomr and Consum€,r Protestion Act (the "Aot') and ltem 104 of Regulation S-K require certain mine
safety disclos¡¡res to be mad€ by companies that operate mines regulated mder the Federal Mine Safety and Health Aú of ß77.
Howwerr, the requirement¡ of the Act and ltcm 104 of Regrfation S-K do not apply as the Company docs not eirgagc i¡ mining
aotivities, Therefore, the Company is not requircd ûo make suoh disclosrüþs.

t8
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Attorneys at Law in 
Chicago 
Denver 
Indianapolis 
Madison 
Milwaukee 
Minneapolis 
Naples 
Phoenix 
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St. Louis 
Tampa 
Tucson 
Washington, D.C. 

Writer's Direct Dial: 602-229-5227 
E-Mail: Jimmie.Pursell@quarles.com 
 

One Renaissance Square 
Two North Central Avenue 
Suite 600 
Phoenix, Arizona  85004-2322 
602-229-5200 
Fax 602-229-5690 
www.quarles.com 

 

  
March 28, 2024 

VIA U.S. MAIL AND EMAIL 

Tim Swendseid 
CEO 
Elevation Gold Mining Corp.  
f/k/a Northern Vertex Mining Corp 
PO Box 23277 
Bullhead City AZ 86439 
tim@elvtgold.com  
 

William Dean 
CFO 
Elevation Gold Mining Corp. 
f/k/a Northern Vertex Mining Corp. 
PO Box 23277 
Bullhead City, AZ 86439 
william@elvtgold.com 

 
RE: NOTICE OF BREACH AND DEMAND LETTER regarding Subject 

Agreements (defined herein) 

To Whom It May Concern: 

This firm represents Patriot Gold Corp. (“Patriot Gold”) with respect to that certain (i) 
Agreement for Purchase and Sale of Mining Claims and Escrow Instructions dated May 12, 2016 
(the “Agreement”) between Patriot Gold, as Seller, and Golden Vertex Corp. (“GVC”) as Buyer; 
and (ii) Royalty Deed dated May 25, 2016, and recorded in the Mohave County Recorder’s Office 
records at fee no. 2016-023500, between GVC, as Payor, and Patriot Gold, as Owner (the “Royalty 
Deed” and, collectively with the Agreement, the “Subject Agreements”). Capitalized terms used 
herein but otherwise undefined shall have the meanings given to them in the Subject Agreements, 
as applicable. 

 
As you are aware, on May 12, 2016, Patriot Gold entered into the Agreement with GVC, a 

wholly owned subsidiary of Elevation Gold Mining Corp. f/k/a Northern Vertex Mining Corp., 
wherein Patriot Gold agreed to sell, and GVC agreed to buy, all of Patriot Gold’s right, title, and 
interest in certain patented and unpatented lode mining claims situated in the Oatman Mining 
District, Mohave County, Arizona (the “Claims”), together with all extralateral and other 
associated rights, water rights, tenements, hereditaments, and appurtenances belonging or 
appertaining thereto, and all rights-of-way, easements, rights of access and ingress to and egress 
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from the Claims appurtenant thereto and in which Patriot Gold had any interest (collectively, the 
“Property”) for the amount of One Million Five Hundred Thousand Canadian Dollars 
(C$1,500,000.00), subject to a royalty granted to Patriot Gold on the claims. 

 
To effectuate the royalty grant and as a condition of closing, GVC executed the Royalty 

Deed whereby GVC granted and conveyed to Patriot Gold a royalty of three percent (3%) of Net 
Smelter Returns from the production of minerals from the Property (the “Royalty”). Pursuant to 
the Royalty Deed, GVC was required to pay the Royalty to Patriot Gold monthly within thirty (30) 
days after the end of each calendar month during which GVC receives payments on all products 
produced and sold from the Property. 

 
GVC has failed to make timely payments as required by Section 2.4 of the Royalty Deed 

and is currently past due. By failing to fulfill its obligations and not timely paying the Royalty 
amounts due pursuant to the grant in the Royalty Deed, GVC has materially breached the Subject 
Agreements. Patriot Gold has made multiple attempts to resolve this matter with GVC amicably 
and patiently, to no avail. Accordingly, Patriot Gold has now engaged this firm to recover the 
amounts due and owing under the Subject Agreements. 

 
By Patriot Gold’s calculations, the amount due from GVC totals $717,290.13 through 

December 31, 2023.  In addition, royalty payments for the months of January and February 2024 
are currently due, and the royalty payment for March 2024 will be due by the time of the deadline 
set forth below.  GVC has not provided information sufficient for Patriot Gold to calculate the 
amounts due for these months, but based upon past performance, Patriot Gold reasonably estimates 
that the amount totals no less than $400,000. Patriot Gold hereby demands that GVC provide 
information sufficient to calculate the amounts due for these months consistent with GVC’s 
obligations and Patriot Gold’s rights under the Subject Agreements.  

 
Finally, on October 17, 2023, Patriot Gold agreed to allow GVC to defer payments for the 

remainder of 2023 in exchange for an agreed upon “catch-up” payment schedule beginning 
January 30, 2024, which included the payment of interest at the amount of ten percent per annum 
from the date each deferred payment originally came due.  Obviously, GVC has not honored its 
agreement.  Nevertheless, the payment demand below does not include this interest component, 
but Patriot Gold reserves the right to seek recovery of such interest in the absence of prompt 
payment of the royalties due. 

 
Based on the foregoing, Patriot Gold demands that GVC promptly pay $1,117,290.13, 

which constitutes the Royalty payments currently due and unpaid for 2023, in addition to all 
Royalty payments due for the months of January, February, and March of 2024 (the foregoing 
amounts shall be referred to herein as the “Indebtedness”). The Indebtedness shall also include 
any additional accrued and accruing interest or other charges chargeable under the Subject 
Agreements or applicable law. 
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If GVC fails to pay the Indebtedness in full and cure the Specified Defaults by Friday, 
April 5, 2024, or otherwise fails to reach an agreement satisfactory to Patriot Gold, then Patriot 
Gold will file a lawsuit and pursue all available remedies, including, but not limited to, further 
injunctive relief to prevent removal of precious metals or other minerals from the Claims, or 
appointment of a receiver. In the lawsuit, Patriot Gold will be entitled to recover its reasonable 
attorneys’ fees and costs pursuant to the terms of the Subject Agreements and Arizona law, 
including, but not limited to, A.R.S. §§ 12-341.01 and 12-341. 

 
To discuss this matter, including terms of payment, contact the undersigned. Please give this matter 
your immediate attention. 
 
 Very truly yours, 

Jimmie W. Pursell, Jr. 
 

JWP:smf 
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This is Exhibit “C” referred to in the Affidavit of Hayley
Roberts, affirmed before me at Vancouver, Province 
of British Columbia, February 1^/2025.

Commissioner for Taking Affidavits for British 
Columbia
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Lewis Roca Rothgerber Christie LLP 
One South Church Avenue, Suite 2000 
Tucson, AZ  85701-1611 

Robert M. Charles, Jr. (State Bar No. 07359) 
Direct Dial: 520.629.4427 
Direct Fax: 520.622.3088 
Email: RCharles@lewisroca.com 
 
Katie M.D. Rios (State Bar No. 037110) 
Direct Dial: 602.262.5316 
Email: KRios@lewisroca.com 
 
Ken Coleman (admitted pro hac vice) 
2628 Broadway 
New York, NY 10025 
Tel.  646.662.0138 
Email: ken@kencoleman.us 

Attorneys for KSV Restructuring Inc., as Monitor 

 

UNITED STATES BANKRUPTCY COURT 

DISTRICT OF ARIZONA 

In re: 

Elevation Gold Mining Corporation, et al. 

 Debtor in a Foreign Proceeding. 

Chapter 15 

Case No. 2:24-bk-06359-EPB 

Supplement to the Monitor’s Motion 
for Recognition and Enforcement of 
Canadian Sale and Distribution Order  

Date: December 23, 2024 
Time: 11:00 a.m. 

KSV Restructuring Inc. as Monitor (the “Monitor”) appointed by the Supreme Court of 

British Columbia (the “Canadian Court”) in proceedings for the above-captioned debtors (the 

“Group”) under the Companies’ Creditors Arrangement Act (the “CCAA”), and the foreign 

representative of those proceedings, files this Supplement to the Monitor’s Motion for 

Recognition and Enforcement of the Canadian Sale and Distribution Order, filed December 5, 

2024 (ECF 110) (the “Motion”).1 

After a lengthy hearing on December 17, 2024, the Canadian Court issued the Sale Order2 

and approved releases for the benefit of the Group’s officers and directors, the Monitor, and the 

investment bank that conducted the sale process (the “Releases”).  Patriot Gold Corp. (“Patriot”) 

and Nomad Royalty Company Limited (“Nomad”) objected to issuance of the Sale Order, 
 

1 Capitalized terms used in this Supplement but not defined have the meanings ascribed to them 
in the Motion. 
2 See Notice of Filing Orders of the Canadian Court at Ex. C, 3 (ECF 132-3).  
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arguing that the Canadian Court did not have jurisdiction and should defer to this Court on all 

matters relating to the sale.  They objected to the Releases for officers and directors to the extent 

the Releases impair any claim they might have against officers and directors for conversion of 

Patriot’s and Nomad’s property during the Canadian Proceeding and this case.  No such claim has 

been asserted in the Canadian Proceeding or this case.  The Canadian Court overruled both 

objections.   

The Canadian Court also issued the Distribution Order3 and the Expanded Powers Order,4 

which expanded the Monitor’s powers upon resignation of the Group’s officers and directors 

following the closing of the transaction.5  Neither Patriot nor Nomad objected to the issuance of 

those Orders.   

The Canadian Court has plenary jurisdiction over Elevation Gold and Golden Vertex 

Corporation (“GVC”).  Patriot and Nomad did not object to the exercise of that jurisdiction when 

the Canadian Court issued the Initial Order on August 1, 2024,6 the Amended and Restated Initial 

Order on August 12, 2024,7 or at any other time during the Canadian Proceeding.  Nor did they 

object to this Court’s recognition of the Canadian Proceeding as a foreign main proceeding and 

the enforcement in the United States of the Initial Order and the Amended and Restated Initial 

Order.  The determinations by the Canadian Court and this Court have consequences.  The 

proceedings here are ancillary and meant to be in aid of the Canadian Proceeding and in 

furtherance of the overarching principles of comity and cooperation embedded in chapter 15.  

Absent a delineation between plenary and ancillary jurisdiction, cross border insolvency cases are 

chaotic, there are incompatible decisions, and value is destroyed.  This Court can avoid that 

outcome by granting the Motion.  

The Monitor has made it clear since the first day of the proceedings in Canada and this 

Court that the purpose of the proceedings is to solicit and close a transaction before the Group’s 

 
3 ECF 132-2. 
4 ECF 132-4.   
5 The Monitor is seeking recognition and enforcement of the Expanded Powers Order in a 
separate motion filed in this case on December 12, 2024 (ECF 121). 
6 Filed with this Court at ECF 2-1. 
7 Filed with this Court at ECF 34-1.   
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liquidity constraints could force a shutdown and loss of value.  The steps to achieve that goal 

were set out in detail in the Sales and Investment Solicitation Process (the “SISP”) and the order 

approving it, which was issued on August 12, 2024, with the Amended and Restated Initial Order.  

The SISP expressly contemplated approval of the winning bid by the Canadian Court followed by 

this Court’s recognition and enforcement of that order. Patriot and Nomad did not object to the 

Canadian Court’s jurisdiction over that process or its supervision of it throughout these 

proceedings.  The outcome of the SISP is a transaction that is conditioned on closing no later than 

December 31, 2024.  Patriot and Nomad should not be allowed to derail a successful result, which 

is structured to preserve their rights subject to post-closing proceedings in this Court.    

The assets to be transferred to the Purchaser under the Sale Agreement are: 

1. The stock in GVC, an Arizona corporation, owned by Elevation Gold, the 

Canadian parent company, and physically held in Canada by Maverix, a Canadian company, 

pursuant to a pledge agreement governed by Canadian law; 

2. A month-to-month lease for a storage facility in British Columbia; and 

3. Books and records. 

GVC’s Residual Assets, which include its cash, bank deposits, and accounts receivable are 

to be transferred to Elevation Gold subject to all existing liens and claims, including the senior 

liens of Maverix and whatever interests Patriot and Nomad might allege they have in those assets.  

Elevation Gold will also assume the Residual Liabilities which include liabilities owed to 

Maverix, obligations under a Finder’s Fee Agreement described in schedule 1.1 of the Sale 

Agreement, and unsecured pre-filing creditor claims. 

The completed transaction leaves GVC intact but for the Residual Assets transferred to 

Elevation Gold which will remain subject to all encumbrances, and the Residual Liabilities 

assumed by Elevation Gold.  GVC retains the licenses and permits needed to operate the business, 

the Moss Mine, and assets used in the business.  It also retains the agreements with Patriot and 

Nomad and the labilities under those agreements pending the outcome of the determination 

process in this Court.  As of the closing date, Patriot and Nomad will have whatever rights and 

claims they have today under those agreements, but those claims will be against a financially 
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sound GVC, which will be free of more than $32 million of secured debt owed to Maverix.  

Patriot and Nomad will also retain any interests they might allege they have in GVC’s cash and 

receivables, and they can make those claims against Elevation Gold pursuant to the terms of the 

Distribution Order.  The only impact on Patriot and Nomad will be the result of proceedings in 

this Court, which will determine the nature and extent of their interests.   

The Canadian Court concluded that it has jurisdiction over the assets to be transferred.  

The GVC shares are owned by a Canadian company and physically held in Canada by another 

Canadian company pursuant to a Canadian law governed pledge agreement.  Patriot and Nomad 

do not claim any interest in the shares.   

Maverix’s Statement in Support of the Motion dated December 19, 2024,8 explains why 

the GVC shares are not U.S.-based assets.  But even if the GVC shares are for any relevant reason 

“deemed” to be in the United States, §§ 1521(a)(5) and 1521(b) allow this Court to entrust to the 

foreign representative the administration or realization of all or part of a foreign debtor’s assets 

within the territorial jurisdiction of the United States.  This would include the GVC shares even if 

they were actually in the United States and would even include the Moss Mine itself if that were 

being sold by GVC.    

In In re ENNIA Caribe Holding N.V., 596 B.R. 316 (Bankr. S.D.N.Y. 2019) the foreign 

representative sought access to the debtor’s account at Merrill Lynch in the United States with a 

value of $240 million.  The bankruptcy court there granted that relief under §§ 1521(a)(5) and (b), 

noting that there was no dispute as to ownership of that account.  596 B.R. at 323.  Here, there is 

no dispute that Elevation Gold owns the GVC shares.  It is also clear there is no value in those 

shares (or any other assets of the Group) over the amount of the senior secured claim of Maverix.  

If any of the relief afforded in Canada is required to be subjected to an analysis under 

§ 363 of the Bankruptcy Code, the standard is clearly satisfied here.  Given the close trading 

relationship between Canada and the United States, and the vast amount of law governing cross 

border commerce it is not surprising that the standards under § 363 are substantively identical to 

the standards in Canada governing transfers of assets in insolvency cases.  See the Ontario Court 

 
8 Filed with this Court at ECF 128. 
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of Appeal decision in Royal Bank v. Soundair Corp., 1991 CanL II 2727 (ON CA).9  The 

standards in both jurisdictions essentially boil down to business judgement and fairness: whether 

there is a business justification for the transaction, the process was fair and reasonable under the 

circumstances, and the price is fair.  In Canada, the courts also consider the views of the 

appointed Court-officer (in this case, the Monitor) as the court officer charged with supervising 

the case.   

The business rationale for the transaction is compelling and amply demonstrated in the 

Affidavit of Tim Swendseid attached to the Motion as Exhibit D, and in the Monitor’s Fourth 

Report attached as Exhibit C.  See Sixth Swendseid Affidavit at ¶¶ 7-17 and 25-27, Fourth Report 

at § 3.5. This transaction preserves the business and mining operations of GVC as well as 

employment at the mine and GVC’s relationships with its trade creditors.  It avoids a liquidation 

which would shut the mine, terminate employment, terminate business for trade creditors, and 

result in no recovery on any claim.  The sale process consumed more than two years and was 

professionally run, the price is the highest and best that could be achieved, and there is no 

suggestion, much less evidence, that any party acted in bad faith.  

Based on the record in this case, the Canadian Court approved the sale and issued the Sale 

Order which has been filed in this case at ECF 132-3.  

The asset transfers pursuant to the Sale Order could be accomplished in a chapter 11 case, 

albeit in a more time-consuming and expensive process, which neither GVC nor Elevation Gold 

could withstand.  Section 363 is available for the sale of assets including equity interests.  The 

transfer of the Residual Assets to, and the assumption of Residual Liabilities by Elevation Gold 

could be embodied in a plan that complies with § 1123 of the Bankruptcy Code.  Even if these 

clear parallels between the two jurisdictions did not exist, this Court, in an ancillary case, could 

recognize and enforce the foreign result.  There is no requirement that the laws of the foreign 

jurisdiction be the same as in the United States.  

 
9 A copy of that decision is annexed hereto as Exhibit A. 
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Following Harrington v. Purdue Pharma L.P., 603 U.S.___, 144 S.Ct. 2071 (2024), the 

Releases10 no longer have a chapter 11 analogue.  In Purdue, the Supreme Court held that the 

Bankruptcy Code “does not authorize a release and injunction that, as part of a plan of 

reorganization under Chapter 11, effectively seeks to discharge claims against a nondebtor 

without the consent of affected claimants.”  Purdue, 144 S.Ct. at 2088.  The focus of the opinion 

is limited to § 1123(b), which sets out what is permitted in a chapter 11 plan.  The Court 

concluded that each of the subsections of 1123(b) is confined to the rights and obligations of the 

debtor.  Id. at 2081-83.  There is nothing in § 1123 that supports a release and discharge for a 

non-debtor.  

The statutory authority to grant a release in a chapter 15 case does not depend on whether 

it could be granted in a chapter 11 case.  Unlike § 1520 (a)(2), which requires application of § 363 

to a transfer of assets in the United States to “the same extent it would apply” in a chapter 11 

case, there is no provision in chapter 15 or elsewhere in the Bankruptcy Code or other federal 

statute that limits U.S. enforcement of a release in a foreign proceeding.  Instead, the enforcement 

of releases in foreign court orders is governed by the principles of enforcement of foreign 

judgments and international comity.  See Metcalfe & Mansfield Alt. Invs., 421 B.R. 685, 694 

(Bankr. S.D.N.Y. 2010).  In that case, the bankruptcy court enforced a release in favor of virtually 

all participants in the Canadian asset-backed commercial paper market.  The beneficiaries of the 

releases included a long list of U.S. and international banks, dealers, conduits, and investors.  The 

court had serious doubt that it would have the jurisdiction to grant the release in a plenary case 

under the Bankruptcy Code.  But it concluded that “[t]here is no basis for this Court to second-

 
10 The Releases for officers and directors cover claims arising before the commencement of the 
Canadian Proceeding only to the extent they relate to the prepetition sale process and the decision 
to commence CCAA proceedings.  Any claims Patriot and Nomad may have against individuals 
for prepetition conversion are not released.  The Releases also protect officers and directors from 
claims arising during the Canadian Proceeding.  Patriot and Nomad objected only to this aspect of 
the Release.  The Canadian Court overruled that objection based in part on the fact that the 
Amended and Restated Initial Order prohibited payment of obligations owing by the Group to 
any of their creditors as of the date of the Initial Order, and permitted but did not require the 
Group to pay certain post-petition obligations.  The Court also exempted from the Releases any 
claims against directors and officers that are covered by available insurance, to the extent of any 
such available insurance.  
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guess the decisions of the Canadian courts.  Principles of comity in chapter 15 cases support 

enforcement of the Canadian Orders whether or not the same relief could be ordered in a plenary 

case under chapter 11.”  Id. at 700.  The same result was reached by the court in In re Sino-Forest 

Corp., 501 B.R. 655 (Bankr. S.D.N.Y. 2013).  See also Gillian Ho, “After Purdue Pharma: The 

Future of Nonconsensual Third-Party Releases in Chapter 15 Proceedings,” COLUMBIA BUS. L. 

REV. (Feb. 16, 2024). 

The public policy exception in § 1506 does not limit this Court’s ability to recognize and 

enforce the Releases in the United States.  Section 1506 “is restricted to exceptional 

circumstances concerning the most fundamental policies of the United States.”  Id.; see also In re 

Ran, 607 F.3d 1017 (5th Cir. 2010); In re Iida, 377 B.R. 243 (9th Cir. BAP 2007); In re Atlas 

Shipping A/S, 404 B.R. 726 (Bankr. S.D.N.Y. 2009); In re Ernst & Young Inc., 383 B.R. 779 

(Bankr. D. Colo. 2008). 

The jurisdiction of the foreign court and procedural fairness are the principal factors in the 

analysis.  Section 1506 is a barrier where the extension of comity would severely impinge the 

value and import of a U.S. statute or constitutional right.  See In re Ephedra Prods. Liab. Litig., 

349 B.R. 333 (S.D.N.Y. 2006).  In that case the district court in a chapter 15 proceeding ancillary 

to a CCAA proceeding enforced a Canadian arbitration process that would deprive U.S. personal 

injury and wrongful death claimants of their rights to jury trials that would be statutorily protected 

in a plenary case under the Bankruptcy Code.  349 B.R at 337.  The court overruled objections 

under § 1506 based on U.S. public policy concerns.  Id.  at 335-36. 

In Purdue, the Supreme Court did not discuss any constitutional or policy grounds for its 

decision.  It expressly declined to address public policy issues and said, “this Court is the wrong 

audience for such policy disputes.”  Purdue, 144 S.Ct. at 2076.  The Court limited its decision to 

what is permissible in a chapter 11 plan.  See id. 

It is also notable that third-party releases are expressly authorized in chapter 11 plans 

dealing with asbestos liabilities.  11 U.S.C. § 524(g).  Since third-party releases are permitted in 

some situations, it cannot be the case that a third-party release in a foreign proceeding is violative 

of a fundamental U.S. public policy.  This is particularly the case where the release is approved in 
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a main plenary proceeding in a sister common law jurisdiction whose procedures in insolvency 

cases have uniformly been found to be fair in decisions by U.S. courts since at least 1883.  See 

Can. S. Ry. Co. v. Gebhard, 109 U.S. 527 (1883). 

After the Purdue decision, at least two bankruptcy courts approved third-party releases in 

chapter 15 cases.  See In re Nexii Bldg. Sols. Inc., Case No. 24-10026 (JKS) (Bankr. D. Del. July 

18, 2024), at ¶ 10, annexed hereto as Exhibit B; In re Americanas S.A., No. 23-10092 (MEW), 

2024 WL 3506637 (Bankr. S.D.N.Y. July 22, 2024). 

Based on the foregoing, this Court should not allow Patriot and Nomad to collaterally 

attack any of the Canadian Court’s Orders.  

WHEREFORE, the Monitor respectfully requests that this Court grant the Motion and 

provide any other or further relief as may be appropriate.  

DATED this 20th day of December 2024. 
 
 LEWIS ROCA ROTHGERBER CHRISTIE LLP 

By: /s/ Robert M. Charles, Jr. 
Robert M. Charles, Jr. 
Katie M.D. Rios   

 
AND 

By: /s/ Ken Coleman 
Ken Coleman (admitted pro hac vice)   

 
Attorneys for KSV Restructuring Inc. as Monitor 
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CERTIFICATE OF SERVICE 
 

I certify that on this 20th day of December, 2024, I electronically transmitted the 
attached document to the Clerk’s office using the CM/ECF System for filing and served 
through the Notice of Electronic Filing automatically generated by the Court’s facilities. 
 
ANTHONY W. AUSTIN on behalf of Debtor Elevation Gold Mining Corporation 
aaustin@fennemorelaw.com, gkbacon@fclaw.com 
 
ANTHONY W. AUSTIN on behalf of Debtor GOLDEN VERTEX CORP. 
aaustin@fennemorelaw.com, gkbacon@fclaw.com 
 
ROBERT J. BERENS on behalf of Creditor Trisura Insurance Company 
rberens@smtdlaw.com, adelgado@smtdlaw.com 
 
BRADLEY A COSMAN on behalf of Creditor Maverix Metals Inc. 
BCosman@perkinscoie.com, kmcclure@perkinscoie.com, 
DocketPHX@perkinscoie.com, scarnall@perkinscoie.com 
 
JAMES GEORGE FLORENTINE on behalf of Creditor Nomad Royalty Company 
Limited 
jflorentine@swlaw.com, jthomes@swlaw.com, docket@swlaw.com 
 
JAMES GEORGE FLORENTINE on behalf of Creditor Nomad Royalty Company Ltd. 
jflorentine@swlaw.com, jthomes@swlaw.com, docket@swlaw.com 
 
Amir Gamliel on behalf of Creditor Maverix Metals Inc. 
agamliel@perkinscoie.com 
 
JOHN A. HARRIS on behalf of Creditor PATRIOT GOLD CORP. 
john.harris@quarles.com, sybil.aytch@quarles.com 
 
PAUL A LOUCKS on behalf of Creditor PATRIOT GOLD CORP. 
ploucks@dmyl.com 
 
ANTHONY F. PUSATERI on behalf of Creditor PATRIOT GOLD CORP. 
Anthony.Pusateri@quarles.com, sybil.aytch@quarles.com, dawn.mccombs@quarles.com 
 
Stacy Porche on behalf of Debtor GOLDEN VERTEX CORP. 
sporche@fennemorelaw.com, lmarble@fennemorelaw.com 
 
MICHAEL P. ROLLAND on behalf of Creditor Mohave Electric Cooperative, 
Incorporated 
mpr@eblawyers.com, jlc@eblawyers.com, acm@eblawyers.com 
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BRYCE A. SUZUKI on behalf of Creditor Nomad Royalty Company Limited 
bsuzuki@swlaw.com, docket@swlaw.com, pshanahan@swlaw.com 
 
BRYCE A. SUZUKI on behalf of Creditor Nomad Royalty Company Ltd. 
bsuzuki@swlaw.com, docket@swlaw.com, pshanahan@swlaw.com 
 
LARRY L. WATSON on behalf of U.S. Trustee U.S. TRUSTEE 
larry.watson@usdoj.gov, Christopher.stewart2@usdoj.gov, coleen.craig@usdoj.gov 
 
JEFFREY CHARLES WHITLEY on behalf of Creditor Hartmut Baitis 
jeff@whitleylegalgroup.com 
 
JEFFREY CHARLES WHITLEY on behalf of Creditor Larry Lackey 
jeff@whitleylegalgroup.com 
 
JEFFREY CHARLES WHITLEY on behalf of Creditor Robert B. Hawkins 
jeff@whitleylegalgroup.com 
 
 
  /s/ Renee L. Creswell     
Lewis Roca Rothgerber Christie LLP 
 
 

Case 2:24-bk-06359-EPB    Doc 133    Filed 12/20/24    Entered 12/20/24 14:09:02    Desc
Main Document      Page 10 of 10

248



   

 

    Royal Bank of Canada v. Soundair Corp., Canadian Pension

        Capital Ltd. and Canadian Insurers Capital Corp.

 

       Indexed as: Royal Bank of Canada v. Soundair Corp.

                             (C.A.)

 

 

                         4 O.R. (3d) 1

                      [1991] O.J. No. 1137

                       Action No. 318/91

 

 

                            ONTARIO

                  Court of Appeal for Ontario

              Goodman, McKinlay and Galligan JJ.A.

                          July 3, 1991

 

 

 Debtor and creditor -- Receivers -- Court-appointed receiver

accepting offer to purchase assets against wishes of secured

creditors -- Receiver acting properly and prudently -- Wishes

of creditors not determinative -- Court approval of sale

confirmed on appeal.

 

 Air Toronto was a division of Soundair. In April 1990, one of

Soundair's creditors, the Royal Bank, appointed a receiver to

operate Air Toronto and sell it as a going concern. The

receiver was authorized to sell Air Toronto to Air Canada, or,

if that sale could not be completed, to negotiate and sell Air

Toronto to another person. Air Canada made an offer which the

receiver rejected. The receiver then entered into negotiations

with Canadian Airlines International (Canadian); two

subsidiaries of Canadian, Ontario Express Ltd. and Frontier

Airlines Ltd., made an offer to purchase on March 6, 1991 (the

OEL offer). Air Canada and a creditor of Soundair, CCFL,

presented an offer to purchase to the receiver on March 7, 1991

through 922, a company formed for that purpose (the 922 offer).

The receiver declined the 922 offer because it contained an

unacceptable condition and accepted the OEL offer. 922 made a
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second offer, which was virtually identical to the first one

except that the unacceptable condition had been removed. In

proceedings before Rosenberg J., an order was made approving

the sale of Air Toronto to OEL and dismissing the 922 offer.

CCFL appealed.

 

 Held, the appeal should be dismissed.

 

 Per Galligan J.A.: When deciding whether a receiver has acted

providently, the court should examine the conduct of the

receiver in light of the information the receiver had when it

agreed to accept an offer, and should be very cautious before

deciding that the receiver's conduct was improvident based upon

information which has come to light after it made its decision.

The decision to sell to OEL was a sound one in the

circumstances faced by the receiver on March 8, 1991. Prices in

other offers received after the receiver has agreed to a sale

have relevance only if they show that the price contained in

the accepted offer was so unreasonably low as to demonstrate

that the receiver was improvident in accepting it. If they do

not do so, they should not be considered upon a motion to

confirm a sale recommended by a court-appointed receiver. If

the 922 offer was better than the OEL offer, it was only

marginally better and did not lead to an inference that the

disposition strategy of the receiver was improvident.

 

 While the primary concern of a receiver is the protecting of

the interests of creditors, a secondary but important

consideration is the integrity of the process by which the sale

is effected. The court must exercise extreme caution before it

interferes with the process adopted by a receiver to sell an

unusual asset. It is important that prospective purchasers know

that, if they are acting in good faith, bargain seriously with

a receiver and enter into an agreement with it, a court will

not lightly interfere with the commercial judgment of the

receiver to sell the asset to them.

 

 The failure of the receiver to give an offering memorandum to

those who expressed an interest in the purchase of Air Toronto

did not result in the process being unfair, as there was no

proof that if an offering memorandum had been widely
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distributed among persons qualified to have purchased Air

Toronto, a viable offer would have come forth from a party

other than 922 or OEL.

 

 The fact that the 922 offer was supported by Soundair's

secured creditors did not mean that the court should have given

effect to their wishes. Creditors who asked the court to

appoint a receiver to dispose of assets (and therefore

insulated themselves from the risks of acting privately) should

not be allowed to take over control of the process by the

simple expedient of supporting another purchaser if they do not

agree with the sale by the receiver. If the court decides that

a court-appointed receiver has acted providently and properly

(as the receiver did in this case), the views of creditors

should not be determinative.

 

 Per McKinlay J.A. (concurring in the result): While the

procedure carried out by the receiver in this case was

appropriate, given the unfolding of events and the unique

nature of the assets involved, it was not a procedure which was

likely to be appropriate in many receivership sales.

 

 Per Goodman J.A. (dissenting): The fact that a creditor has

requested an order of the court appointing a receiver does not

in any way diminish or derogate from his right to obtain the

maximum benefit to be derived from any disposition of the

debtor's assets. The creditors in this case were convinced that

acceptance of the 922 offer was in their best interest and the

evidence supported that belief. Although the receiver acted in

good faith, the process which it used was unfair insofar as 922

was concerned and improvident insofar as the secured creditors

were concerned.

 

 Cases referred to

 

 Beauty Counsellors of Canada Ltd. (Re) (1986), 58 C.B.R.

(N.S.) 237 (Ont. Bkcy.); British Columbia Development Corp.

v. Spun Cast Industries Inc. (1977), 5 B.C.L.R. 94, 26 C.B.R.

(N.S.) 28 (S.C.); Cameron v. Bank of Nova Scotia (1981), 38

C.B.R. (N.S.) 1, 45 N.S.R. (2d) 303, 86 A.P.R. 303 (C.A.);

Crown Trust Co. v. Rosenberg (1986), 60 O.R. (2d) 87, 22 C.P.C.
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(2d) 131, 67 C.B.R. (N.S.) 320 (note), 39 D.L.R. (4th) 526

(H.C.J.); Salima Investments Ltd. v. Bank of Montreal

(1985), 41 Alta. L.R. (2d) 58, 65 A.R. 372, 59 C.B.R. (N.S.)

242, 21 D.L.R. (4th) 473 (C.A.); Selkirk (Re) (1986), 58 C.B.R.

(N.S.) 245 (Ont. Bkcy.); Selkirk (Re) (1987), 64 C.B.R.

(N.S.) 140 (Ont. Bkcy.)

 

Statutes referred to

 

Employment Standards Act, R.S.O. 1980, c. 137

Environmental Protection Act, R.S.O. 1980, c. 141

 

 

 APPEAL from the judgment of the General Division, Rosenberg

J., May 1, 1991, approving the sale of an airline by a

receiver.

 

 

 J.B. Berkow and Steven H. Goldman, for appellants.

 

 John T. Morin, Q.C., for Air Canada.

 

 L.A.J. Barnes and Lawrence E. Ritchie, for Royal Bank of

Canada.

 

 Sean F. Dunphy and G.K. Ketcheson for Ernst & Young Inc.,

receiver of Soundair Corp., respondent.

 

 W.G. Horton, for Ontario Express Ltd.

 

 Nancy J. Spies, for Frontier Air Ltd.

 

 

 GALLIGAN J.A.:-- This is an appeal from the order of

Rosenberg J. made on May 1, 1991 (Gen. Div.). By that order, he

approved the sale of Air Toronto to Ontario Express Limited and

Frontier Air Limited and he dismissed a motion to approve an

offer to purchase Air Toronto by 922246 Ontario Limited.

 

 It is necessary at the outset to give some background to the

dispute. Soundair Corporation (Soundair) is a corporation
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engaged in the air transport business. It has three divisions.

One of them is Air Toronto. Air Toronto operates a scheduled

airline from Toronto to a number of mid-sized cities in the

United States of America. Its routes serve as feeders to

several of Air Canada's routes. Pursuant to a connector

agreement, Air Canada provides some services to Air Toronto and

benefits from the feeder traffic provided by it. The

operational relationship between Air Canada and Air Toronto is

a close one.

 

 In the latter part of 1989 and the early part of 1990,

Soundair was in financial difficulty. Soundair has two secured

creditors who have an interest in the assets of Air Toronto.

The Royal Bank of Canada (the Royal Bank) is owed at least

$65,000,000. The appellants Canadian Pension Capital Limited

and Canadian Insurers Capital Corporation (collectively called

CCFL) are owed approximately $9,500,000. Those creditors will

have a deficiency expected to be in excess of $50,000,000 on

the winding-up of Soundair.

 

 On April 26, 1990, upon the motion of the Royal Bank, O'Brien

J. appointed Ernst & Young Inc. (the receiver) as receiver of

all of the assets, property and undertakings of Soundair. The

order required the receiver to operate Air Toronto and sell it

as a going concern. Because of the close relationship between

Air Toronto and Air Canada, it was contemplated that the

receiver would obtain the assistance of Air Canada to operate

Air Toronto. The order authorized the receiver:

 

 (b) to enter into contractual arrangements with Air Canada to

 retain a manager or operator, including Air Canada, to manage

 and operate Air Toronto under the supervision of Ernst

 & Young Inc. until the completion of the sale of Air Toronto

 to Air Canada or other person ...

 

Also because of the close relationship, it was expected that

Air Canada would purchase Air Toronto. To that end, the order

of O'Brien J. authorized the receiver:

 

 (c) to negotiate and do all things necessary or desirable to

 complete a sale of Air Toronto to Air Canada and, if a sale
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 to Air Canada cannot be completed, to negotiate and sell Air

 Toronto to another person, subject to terms and conditions

 approved by this Court.

 

 Over a period of several weeks following that order,

negotiations directed towards the sale of Air Toronto took

place between the receiver and Air Canada. Air Canada had an

agreement with the receiver that it would have exclusive

negotiating rights during that period. I do not think it is

necessary to review those negotiations, but I note that Air

Canada had complete access to all of the operations of Air

Toronto and conducted due diligence examinations. It became

thoroughly acquainted with every aspect of Air Toronto's

operations.

 

 Those negotiations came to an end when an offer made by Air

Canada on June 19, 1990, was considered unsatisfactory by the

receiver. The offer was not accepted and lapsed. Having regard

to the tenor of Air Canada's negotiating stance and a letter

sent by its solicitors on July 20, 1990, I think that the

receiver was eminently reasonable when it decided that there

was no realistic possibility of selling Air Toronto to Air

Canada.

 

 The receiver then looked elsewhere. Air Toronto's feeder

business is very attractive, but it only has value to a

national airline. The receiver concluded reasonably, therefore,

that it was commercially necessary for one of Canada's two

national airlines to be involved in any sale of Air Toronto.

Realistically, there were only two possible purchasers whether

direct or indirect. They were Air Canada and Canadian Airlines

International.

 

 It was well known in the air transport industry that Air

Toronto was for sale. During the months following the collapse

of the negotiations with Air Canada, the receiver tried

unsuccessfully to find viable purchasers. In late 1990, the

receiver turned to Canadian Airlines International, the only

realistic alternative. Negotiations began between them. Those

negotiations led to a letter of intent dated February 11, 1991.

On March 6, 1991, the receiver received an offer from Ontario
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Express Limited and Frontier Airlines Limited, who are

subsidiaries of Canadian Airlines International. This offer is

called the OEL offer.

 

 In the meantime, Air Canada and CCFL were having discussions

about making an offer for the purchase of Air Toronto. They

formed 922246 Ontario Limited (922) for the purpose of

purchasing Air Toronto. On March 1, 1991, CCFL wrote to the

receiver saying that it proposed to make an offer. On March 7,

1991, Air Canada and CCFL presented an offer to the receiver in

the name of 922. For convenience, its offers are called the 922

offers.

 

 The first 922 offer contained a condition which was

unacceptable to the receiver. I will refer to that condition in

more detail later. The receiver declined the 922 offer and on

March 8, 1991, accepted the OEL offer. Subsequently, 922

obtained an order allowing it to make a second offer. It then

submitted an offer which was virtually identical to that of

March 7, 1991, except that the unacceptable condition had been

removed.

 

 The proceedings before Rosenberg J. then followed. He

approved the sale to OEL and dismissed a motion for the

acceptance of the 922 offer. Before Rosenberg J., and in this

court, both CCFL and the Royal Bank supported the acceptance of

the second 922 offer.

 

 There are only two issues which must be resolved in this

appeal. They are:

 

(1) Did the receiver act properly when it entered into an

agreement to sell Air Toronto to OEL?

 

(2) What effect does the support of the 922 offer by the

secured creditors have on the result?

 

 

 I will deal with the two issues separately.

 

               I.  DID THE RECEIVER ACT PROPERLY
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                  IN AGREEING TO SELL TO OEL?

 

 Before dealing with that issue there are three general

observations which I think I should make. The first is that the

sale of an airline as a going concern is a very complex

process. The best method of selling an airline at the best

price is something far removed from the expertise of a court.

When a court appoints a receiver to use its commercial

expertise to sell an airline, it is inescapable that it intends

to rely upon the receiver's expertise and not upon its own.

Therefore, the court must place a great deal of confidence in

the actions taken and in the opinions formed by the receiver.

It should also assume that the receiver is acting properly

unless the contrary is clearly shown. The second observation is

that the court should be reluctant to second-guess, with the

benefit of hindsight, the considered business decisions made by

its receiver. The third observation which I wish to make is

that the conduct of the receiver should be reviewed in the

light of the specific mandate given to him by the court.

 

 The order of O'Brien J. provided that if the receiver could

not complete the sale to Air Canada that it was "to negotiate

and sell Air Toronto to another person". The court did not say

how the receiver was to negotiate the sale. It did not say it

was to call for bids or conduct an auction. It told the

receiver to negotiate and sell. It obviously intended, because

of the unusual nature of the asset being sold, to leave the

method of sale substantially in the discretion of the receiver.

I think, therefore, that the court should not review minutely

the process of the sale when, broadly speaking, it appears to

the court to be a just process.

 

 As did Rosenberg J., I adopt as correct the statement made by

Anderson J. in Crown Trust Co. v. Rosenberg (1986), 60 O.R.

(2d) 87, 39 D.L.R. (4th) 526 (H.C.J.), at pp. 92-94 O.R.,

pp. 531-33 D.L.R., of the duties which a court must perform

when deciding whether a receiver who has sold a property acted

properly. When he set out the court's duties, he did not put

them in any order of priority, nor do I. I summarize those

duties as follows:
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1. It should consider whether the receiver has made a

sufficient effort to get the best price and has not acted

improvidently.

 

2. It should consider the interests of all parties.

 

3. It should consider the efficacy and integrity of the process

by which offers are obtained.

 

4. It should consider whether there has been unfairness in the

working out of the process.

 

 

 I intend to discuss the performance of those duties

separately.

 

1. Did the receiver make a sufficient effort to get the best

price and did it act providently?

 

 Having regard to the fact that it was highly unlikely that a

commercially viable sale could be made to anyone but the two

national airlines, or to someone supported by either of them,

it is my view that the receiver acted wisely and reasonably

when it negotiated only with Air Canada and Canadian Airlines

International. Furthermore, when Air Canada said that it would

submit no further offers and gave the impression that it would

not participate further in the receiver's efforts to sell, the

only course reasonably open to the receiver was to negotiate

with Canadian Airlines International. Realistically, there was

nowhere else to go but to Canadian Airlines International. In

doing so, it is my opinion that the receiver made sufficient

efforts to sell the airline.

 

 When the receiver got the OEL offer on March 6, 1991, it was

over ten months since it had been charged with the

responsibility of selling Air Toronto. Until then, the receiver

had not received one offer which it thought was acceptable.

After substantial efforts to sell the airline over that period,

I find it difficult to think that the receiver acted

improvidently in accepting the only acceptable offer which it

had.
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 On March 8, 1991, the date when the receiver accepted the OEL

offer, it had only two offers, the OEL offer which was

acceptable, and the 922 offer which contained an unacceptable

condition. I cannot see how the receiver, assuming for the

moment that the price was reasonable, could have done anything

but accept the OEL offer.

 

 When deciding whether a receiver had acted providently, the

court should examine the conduct of the receiver in light of

the information the receiver had when it agreed to accept an

offer. In this case, the court should look at the receiver's

conduct in the light of the information it had when it made its

decision on March 8, 1991. The court should be very cautious

before deciding that the receiver's conduct was improvident

based upon information which has come to light after it made

its decision. To do so, in my view, would derogate from the

mandate to sell given to the receiver by the order of O'Brien

J. I agree with and adopt what was said by Anderson J. in Crown

Trust v. Rosenberg, supra, at p. 112 O.R., p. 551 D.L.R.:

 

   Its decision was made as a matter of business judgment on

 the elements then available to it. It is of the very essence

 of a receiver's function to make such judgments and in the

 making of them to act seriously and responsibly so as to be

 prepared to stand behind them.

 

   If the court were to reject the recommendation of the

 Receiver in any but the most exceptional circumstances, it

 would materially diminish and weaken the role and function of

 the Receiver both in the perception of receivers and in the

 perception of any others who might have occasion to deal with

 them. It would lead to the conclusion that the decision of

 the Receiver was of little weight and that the real decision

 was always made upon the motion for approval. That would be a

 consequence susceptible of immensely damaging results to the

 disposition of assets by court-appointed receivers.

 

(Emphasis added)

 

 I also agree with and adopt what was said by Macdonald J.A.
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in Cameron v. Bank of Nova Scotia (1981), 38 C.B.R. (N.S.) 1,

45 N.S.R. (2d) 303 (C.A.), at p. 11 C.B.R., p. 314 N.S.R.:

 

   In my opinion if the decision of the receiver to enter into

 an agreement of sale, subject to court approval, with respect

 to certain assets is reasonable and sound under the

 circumstances at the time existing it should not be set aside

 simply because a later and higher bid is made. To do so would

 literally create chaos in the commercial world and receivers

 and purchasers would never be sure they had a binding

 agreement.

 

(Emphasis added)

 

 On March 8, 1991, the receiver had two offers. One was the

OEL offer which it considered satisfactory but which could be

withdrawn by OEL at any time before it was accepted. The

receiver also had the 922 offer which contained a condition

that was totally unacceptable. It had no other offers. It was

faced with the dilemma of whether it should decline to accept

the OEL offer and run the risk of it being withdrawn, in the

hope that an acceptable offer would be forthcoming from 922. An

affidavit filed by the president of the receiver describes the

dilemma which the receiver faced, and the judgment made in the

light of that dilemma:

 

 24. An asset purchase agreement was received by Ernst & Young

 on March 7, 1991 which was dated March 6, 1991. This

 agreement was received from CCFL in respect of their offer to

 purchase the assets and undertaking of Air Toronto. Apart

 from financial considerations, which will be considered in a

 subsequent affidavit, the Receiver determined that it would

 not be prudent to delay acceptance of the OEL agreement to

 negotiate a highly uncertain arrangement with Air Canada and

 CCFL. Air Canada had the benefit of an "exclusive" in

 negotiations for Air Toronto and had clearly indicated its

 intention to take itself out of the running while ensuring

 that no other party could seek to purchase Air Toronto and

 maintain the Air Canada connector arrangement vital to its

 survival. The CCFL offer represented a radical reversal of

 this position by Air Canada at the eleventh hour. However, it
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 contained a significant number of conditions to closing which

 were entirely beyond the control of the Receiver. As well,

 the CCFL offer came less than 24 hours before signing of the

 agreement with OEL which had been negotiated over a period of

 months, at great time and expense.

 

(Emphasis added)

I am convinced that the decision made was a sound one in the

circumstances faced by the receiver on March 8, 1991.

 

 I now turn to consider whether the price contained in the OEL

offer was one which it was provident to accept. At the outset,

I think that the fact that the OEL offer was the only

acceptable one available to the receiver on March 8, 1991,

after ten months of trying to sell the airline, is strong

evidence that the price in it was reasonable. In a

deteriorating economy, I doubt that it would have been wise to

wait any longer.

 

 I mentioned earlier that, pursuant to an order, 922 was

permitted to present a second offer. During the hearing of the

appeal, counsel compared at great length the price contained in

the second 922 offer with the price contained in the OEL offer.

Counsel put forth various hypotheses supporting their

contentions that one offer was better than the other.

 

 It is my opinion that the price contained in the 922 offer is

relevant only if it shows that the price obtained by the

Receiver in the OEL offer was not a reasonable one. In Crown

Trust v. Rosenberg, supra, Anderson J., at p. 113 O.R., p. 551

D.L.R., discussed the comparison of offers in the following

way:

 

 No doubt, as the cases have indicated, situations might arise

 where the disparity was so great as to call in question the

 adequacy of the mechanism which had produced the offers. It

 is not so here, and in my view that is substantially an end

 of the matter.

 

 In two judgments, Saunders J. considered the circumstances in

which an offer submitted after the receiver had agreed to a
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sale should be considered by the court. The first is Re Selkirk

(1986), 58 C.B.R. (N.S.) 245 (Ont. Bkcy.), at p. 247:

 

 If, for example, in this case there had been a second offer

 of a substantially higher amount, then the court would have

 to take that offer into consideration in assessing whether

 the receiver had properly carried out his function of

 endeavouring to obtain the best price for the property.

 

 The second is Re Beauty Counsellors of Canada Ltd. (1986), 58

C.B.R. (N.S.) 237 (Ont. Bkcy.), at p. 243:

 

 If a substantially higher bid turns up at the approval stage,

 the court should consider it. Such a bid may indicate, for

 example, that the trustee has not properly carried out its

 duty to endeavour to obtain the best price for the estate.

 

 In Re Selkirk (1987), 64 C.B.R. (N.S.) 140 (Ont. Bkcy.), at

p. 142, McRae J. expressed a similar view:

 

   The court will not lightly withhold approval of a sale by

 the receiver, particularly in a case such as this where the

 receiver is given rather wide discretionary authority as per

 the order of Mr. Justice Trainor and, of course, where the

 receiver is an officer of this court. Only in a case where

 there seems to be some unfairness in the process of the sale

 or where there are substantially higher offers which would

 tend to show that the sale was improvident will the court

 withhold approval. It is important that the court recognize

 the commercial exigencies that would flow if prospective

 purchasers are allowed to wait until the sale is in court for

 approval before submitting their final offer. This is

 something that must be discouraged.

 

(Emphasis added)

 

 What those cases show is that the prices in other offers have

relevance only if they show that the price contained in the

offer accepted by the receiver was so unreasonably low as to

demonstrate that the receiver was improvident in accepting it.

I am of the opinion, therefore, that if they do not tend to
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show that the receiver was improvident, they should not be

considered upon a motion to confirm a sale recommended by a

court-appointed receiver. If they were, the process would be

changed from a sale by a receiver, subject to court approval,

into an auction conducted by the court at the time approval is

sought. In my opinion, the latter course is unfair to the

person who has entered bona fide into an agreement with the

receiver, can only lead to chaos, and must be discouraged.

 

 If, however, the subsequent offer is so substantially higher

than the sale recommended by the receiver, then it may be that

the receiver has not conducted the sale properly. In such

circumstances, the court would be justified itself in entering

into the sale process by considering competitive bids. However,

I think that that process should be entered into only if the

court is satisfied that the receiver has not properly conducted

the sale which it has recommended to the court.

 

 It is necessary to consider the two offers. Rosenberg J. held

that the 922 offer was slightly better or marginally better

than the OEL offer. He concluded that the difference in the two

offers did not show that the sale process adopted by the

receiver was inadequate or improvident.

 

 Counsel for the appellants complained about the manner in

which Rosenberg J. conducted the hearing of the motion to

confirm the OEL sale. The complaint was, that when they began

to discuss a comparison of the two offers, Rosenberg J. said

that he considered the 922 offer to be better than the OEL

offer. Counsel said that when that comment was made, they did

not think it necessary to argue further the question of the

difference in value between the two offers. They complain that

the finding that the 922 offer was only marginally better or

slightly better than the OEL offer was made without them having

had the opportunity to argue that the 922 offer was

substantially better or significantly better than the OEL

offer. I cannot understand how counsel could have thought that

by expressing the opinion that the 922 offer was better,

Rosenberg J. was saying that it was a significantly or

substantially better one. Nor can I comprehend how counsel took

the comment to mean that they were foreclosed from arguing that
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the offer was significantly or substantially better. If there

was some misunderstanding on the part of counsel, it should

have been raised before Rosenberg J. at the time. I am sure

that if it had been, the misunderstanding would have been

cleared up quickly. Nevertheless, this court permitted

extensive argument dealing with the comparison of the two

offers.

 

 The 922 offer provided for $6,000,000 cash to be paid on

closing with a royalty based upon a percentage of Air Toronto

profits over a period of five years up to a maximum of

$3,000,000. The OEL offer provided for a payment of $2,000,000

on closing with a royalty paid on gross revenues over a five-

year period. In the short term, the 922 offer is obviously

better because there is substantially more cash up front. The

chances of future returns are substantially greater in the OEL

offer because royalties are paid on gross revenues while the

royalties under the 922 offer are paid only on profits. There

is an element of risk involved in each offer.

 

 The receiver studied the two offers. It compared them and

took into account the risks, the advantages and the

disadvantages of each. It considered the appropriate

contingencies. It is not necessary to outline the factors which

were taken into account by the receiver because the manager of

its insolvency practice filed an affidavit outlining the

considerations which were weighed in its evaluation of the two

offers. They seem to me to be reasonable ones. That affidavit

concluded with the following paragraph:

 

 24. On the basis of these considerations the Receiver has

 approved the OEL offer and has concluded that it represents

 the achievement of the highest possible value at this time

 for the Air Toronto division of SoundAir.

 

 The court appointed the receiver to conduct the sale of Air

Toronto and entrusted it with the responsibility of deciding

what is the best offer. I put great weight upon the opinion of

the receiver. It swore to the court which appointed it that the

OEL offer represents the achievement of the highest possible

value at this time for Air Toronto. I have not been convinced
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that the receiver was wrong when he made that assessment. I am,

therefore, of the opinion that the 922 offer does not

demonstrate any failure upon the part of the receiver to act

properly and providently.

 

 It follows that if Rosenberg J. was correct when he found

that the 922 offer was in fact better, I agree with him that it

could only have been slightly or marginally better. The 922

offer does not lead to an inference that the disposition

strategy of the receiver was inadequate, unsuccessful or

improvident, nor that the price was unreasonable.

 

 I am, therefore, of the opinion that the receiver made a

sufficient effort to get the best price and has not acted

improvidently.

 

2. Consideration of the interests of all parties

 

 It is well established that the primary interest is that of

the creditors of the debtor: see Crown Trust Co. v. Rosenberg,

supra, and Re Selkirk (1986, Saunders J.), supra. However, as

Saunders J. pointed out in Re Beauty Counsellors, supra, at p.

244 C.B.R., "it is not the only or overriding consideration".

 

 In my opinion, there are other persons whose interests

require consideration. In an appropriate case, the interests of

the debtor must be taken into account. I think also, in a case

such as this, where a purchaser has bargained at some length

and doubtless at considerable expense with the receiver, the

interests of the purchaser ought to be taken into account.

While it is not explicitly stated in such cases as Crown Trust

Co. v. Rosenberg, supra, Re Selkirk (1986, Saunders J.), supra,

Re Beauty Counsellors, supra, Re Selkirk (1987, McRae J.),

supra, and Cameron, supra, I think they clearly imply that the

interests of a person who has negotiated an agreement with a

court-appointed receiver are very important.

 

 In this case, the interests of all parties who would have an

interest in the process were considered by the receiver and by

Rosenberg J.
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3. Consideration of the efficacy and integrity of the process

by which the offer was obtained

 

 While it is accepted that the primary concern of a receiver

is the protecting of the interests of the creditors, there is a

secondary but very important consideration and that is the

integrity of the process by which the sale is effected. This is

particularly so in the case of a sale of such a unique asset as

an airline as a going concern.

 

 The importance of a court protecting the integrity of the

process has been stated in a number of cases. First, I refer to

Re Selkirk (1986), supra, where Saunders J. said at p. 246

C.B.R.:

 

   In dealing with the request for approval, the court has to

 be concerned primarily with protecting the interest of the

 creditors of the former bankrupt. A secondary but important

 consideration is that the process under which the sale

 agreement is arrived at should be consistent with commercial

 efficacy and integrity.

 

   In that connection I adopt the principles stated by

 Macdonald J.A. of the Nova Scotia Supreme Court (Appeal

 Division) in Cameron v. Bank of N.S. (1981), 38 C.B.R. (N.S.)

 1, 45 N.S.R. (2d) 303, 86 A.P.R. 303 (C.A.), where he said at

 p. 11:

 

    In my opinion if the decision of the receiver to enter

 into an agreement of sale, subject to court approval, with

 respect to certain assets is reasonable and sound under the

 circumstances at the time existing it should not be set aside

 simply because a later and higher bid is made. To do so would

 literally create chaos in the commercial world and receivers

 and purchasers would never be sure they had a finding

 agreement. On the contrary, they would know that other bids

 could be received and considered up until the application for

 court approval is heard -- this would be an intolerable

 situation.

 

 While those remarks may have been made in the context of a
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 bidding situation rather than a private sale, I consider them

 to be equally applicable to a negotiation process leading to

 a private sale. Where the court is concerned with the

 disposition of property, the purpose of appointing a receiver

 is to have the receiver do the work that the court would

 otherwise have to do.

 

 In Salima Investments Ltd. v. Bank of Montreal (1985), 41

Alta. L.R. (2d) 58, 21 D.L.R. (4th) 473 (C.A.), at p. 61 Alta.

L.R., p. 476 D.L.R., the Alberta Court of Appeal said that sale

by tender is not necessarily the best way to sell a business as

an ongoing concern. It went on to say that when some other

method is used which is provident, the court should not

undermine the process by refusing to confirm the sale.

 

 Finally, I refer to the reasoning of Anderson J. in Crown

Trust Co. v. Rosenberg, supra, at p. 124 O.R., pp. 562-63

D.L.R.:

 

   While every proper effort must always be made to assure

 maximum recovery consistent with the limitations inherent in

 the process, no method has yet been devised to entirely

 eliminate those limitations or to avoid their consequences.

 Certainly it is not to be found in loosening the entire

 foundation of the system. Thus to compare the results of the

 process in this case with what might have been recovered in

 some other set of circumstances is neither logical nor

 practical.

 

(Emphasis added)

 

 It is my opinion that the court must exercise extreme caution

before it interferes with the process adopted by a receiver to

sell an unusual asset. It is important that prospective

purchasers know that, if they are acting in good faith, bargain

seriously with a receiver and enter into an agreement with it,

a court will not lightly interfere with the commercial judgment

of the receiver to sell the asset to them.

 

 Before this court, counsel for those opposing the

confirmation of the sale to OEL suggested many different ways
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in which the receiver could have conducted the process other

than the way which he did. However, the evidence does not

convince me that the receiver used an improper method of

attempting to sell the airline. The answer to those submissions

is found in the comment of Anderson J. in Crown Trust Co. v.

Rosenberg, supra, at p. 109 O.R., p. 548 D.L.R.:

 

 The court ought not to sit as on appeal from the decision of

 the Receiver, reviewing in minute detail every element of the

 process by which the decision is reached. To do so would be a

 futile and duplicitous exercise.

 

 It would be a futile and duplicitous exercise for this court

to examine in minute detail all of the circumstances leading up

to the acceptance of the OEL offer. Having considered the

process adopted by the receiver, it is my opinion that the

process adopted was a reasonable and prudent one.

 

4. Was there unfairness in the process?

 

 As a general rule, I do not think it appropriate for the

court to go into the minutia of the process or of the selling

strategy adopted by the receiver. However, the court has a

responsibility to decide whether the process was fair. The only

part of this process which I could find that might give even a

superficial impression of unfairness is the failure of the

receiver to give an offering memorandum to those who expressed

an interest in the purchase of Air Toronto.

 

 I will outline the circumstances which relate to the

allegation that the receiver was unfair in failing to provide

an offering memorandum. In the latter part of 1990, as part of

its selling strategy, the receiver was in the process of

preparing an offering memorandum to give to persons who

expressed an interest in the purchase of Air Toronto. The

offering memorandum got as far as draft form, but was never

released to anyone, although a copy of the draft eventually got

into the hands of CCFL before it submitted the first 922 offer

on March 7, 1991. A copy of the offering memorandum forms part

of the record and it seems to me to be little more than

puffery, without any hard information which a sophisticated
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purchaser would require in order to make a serious bid.

 

 The offering memorandum had not been completed by February

11, 1991. On that date, the receiver entered into the letter of

intent to negotiate with OEL. The letter of intent contained a

provision that during its currency the receiver would not

negotiate with any other party. The letter of intent was

renewed from time to time until the OEL offer was received on

March 6, 1991.

 

 The receiver did not proceed with the offering memorandum

because to do so would violate the spirit, if not the letter,

of its letter of intent with OEL.

 

 I do not think that the conduct of the receiver shows any

unfairness towards 922. When I speak of 922, I do so in the

context that Air Canada and CCFL are identified with it. I

start by saying that the receiver acted reasonably when it

entered into exclusive negotiations with OEL. I find it strange

that a company, with which Air Canada is closely and intimately

involved, would say that it was unfair for the receiver to

enter into a time-limited agreement to negotiate exclusively

with OEL. That is precisely the arrangement which Air Canada

insisted upon when it negotiated with the receiver in the

spring and summer of 1990. If it was not unfair for Air Canada

to have such an agreement, I do not understand why it was

unfair for OEL to have a similar one. In fact, both Air Canada

and OEL in its turn were acting reasonably when they required

exclusive negotiating rights to prevent their negotiations from

being used as a bargaining lever with other potential

purchasers. The fact that Air Canada insisted upon an exclusive

negotiating right while it was negotiating with the receiver

demonstrates the commercial efficacy of OEL being given the

same right during its negotiations with the receiver. I see no

unfairness on the part of the receiver when it honoured its

letter of intent with OEL by not releasing the offering

memorandum during the negotiations with OEL.

 

 Moreover, I am not prepared top find that 922 was in any way

prejudiced by the fact that it did not have an offering

memorandum. It made an offer on March 7, 1991, which it
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contends to this day was a better offer than that of OEL. 922

has not convinced me that if it had an offering memorandum its

offer would have been any different or any better than it

actually was. The fatal problem with the first 922 offer was

that it contained a condition which was completely unacceptable

to the receiver. The receiver properly, in my opinion, rejected

the offer out of hand because of that condition. That condition

did not relate to any information which could have conceivably

been in an offering memorandum prepared by the receiver. It was

about the resolution of a dispute between CCFL and the Royal

Bank, something the receiver knew nothing about.

 

 Further evidence of the lack of prejudice which the absence

of an offering memorandum has caused 922 is found in CCFL's

stance before this court. During argument, its counsel

suggested, as a possible resolution of this appeal, that this

court should call for new bids, evaluate them and then order a

sale to the party who put in the better bid. In such a case,

counsel for CCFL said that 922 would be prepared to bid within

seven days of the court's decision. I would have thought that,

if there were anything to CCFL's suggestion that the failure to

provide an offering memorandum was unfair to 922, it would have

told the court that it needed more information before it would

be able to make a bid.

 

 I am satisfied that Air Canada and CCFL have, and at all

times had, all of the information which they would have needed

to make what to them would be a commercially viable offer to

the receiver. I think that an offering memorandum was of no

commercial consequence to them, but the absence of one has

since become a valuable tactical weapon.

 

 It is my opinion that there is no convincing proof that if an

offering memorandum had been widely distributed among persons

qualified to have purchased Air Toronto, a viable offer would

have come forth from a party other than 922 or OEL. Therefore,

the failure to provide an offering memorandum was neither

unfair nor did it prejudice the obtaining of a better price on

March 8, 1991, than that contained in the OEL offer. I would

not give effect to the contention that the process adopted by

the receiver was an unfair one.
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 There are two statements by Anderson J. contained in Crown

Trust Co. v. Rosenberg, supra, which I adopt as my own. The

first is at p. 109 O.R., p. 548 D.L.R.:

 

 The court should not proceed against the recommendations of

 its Receiver except in special circumstances and where the

 necessity and propriety of doing so are plain. Any other rule

 or approach would emasculate the role of the Receiver and

 make it almost inevitable that the final negotiation of every

 sale would take place on the motion for approval.

 

The second is at p. 111 O.R., p. 550 D.L.R.:

 

   It is equally clear, in my view, though perhaps not so

 clearly enunciated, that it is only in an exceptional case

 that the court will intervene and proceed contrary to the

 Receiver's recommendations if satisfied, as I am, that the

 Receiver has acted reasonably, prudently and fairly and not

 arbitrarily.

 

In this case the receiver acted reasonably, prudently, fairly

and not arbitrarily. I am of the opinion, therefore, that the

process adopted by the receiver in reaching an agreement was a

just one.

 

 In his reasons for judgment, after discussing the

circumstances leading to the 922 offer, Rosenberg J. said this

[at p. 31 of the reasons]:

 

 They created a situation as of March 8, where the receiver

 was faced with two offers, one of which was in acceptable

 form and one of which could not possibly be accepted in its

 present form. The receiver acted appropriately in accepting

 the OEL offer.

 

I agree.

 

 The receiver made proper and sufficient efforts to get the

best price that it could for the assets of Air Toronto. It

adopted a reasonable and effective process to sell the airline
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which was fair to all persons who might be interested in

purchasing it. It is my opinion, therefore, that the receiver

properly carried out the mandate which was given to it by the

order of O'Brien J. It follows that Rosenberg J. was correct

when he confirmed the sale to OEL.

 

        II.  THE EFFECT OF THE SUPPORT OF THE 922 OFFER

                  BY THE TWO SECURED CREDITORS

 

 As I noted earlier, the 922 offer was supported before

Rosenberg J., and in this court, by CCFL and by the Royal Bank,

the two secured creditors. It was argued that, because the

interests of the creditors are primary, the court ought to give

effect to their wish that the 922 offer be accepted. I would

not accede to that suggestion for two reasons.

 

 The first reason is related to the fact that the creditors

chose to have a receiver appointed by the court. It was open to

them to appoint a private receiver pursuant to the authority of

their security documents. Had they done so, then they would

have had control of the process and could have sold Air Toronto

to whom they wished. However, acting privately and controlling

the process involves some risks. The appointment of a receiver

by the court insulates the creditors from those risks. But

insulation from those risks carries with it the loss of control

over the process of disposition of the assets. As I have

attempted to explain in these reasons, when a receiver's sale

is before the court for confirmation the only issues are the

propriety of the conduct of the receiver and whether it acted

providently. The function of the court at that stage is not to

step in and do the receiver's work or change the sale strategy

adopted by the receiver. Creditors who asked the court to

appoint a receiver to dispose of assets should not be allowed

to take over control of the process by the simple expedient of

supporting another purchaser if they do not agree with the sale

made by the receiver. That would take away all respect for the

process of sale by a court-appointed receiver.

 

 There can be no doubt that the interests of the creditor are

an important consideration in determining whether the receiver

has properly conducted a sale. The opinion of the creditors as
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to which offer ought to be accepted is something to be taken

into account. But, if the court decides that the receiver has

acted properly and providently, those views are not necessarily

determinative. Because, in this case, the receiver acted

properly and providently, I do not think that the views of the

creditors should override the considered judgment of the

receiver.

 

 The second reason is that, in the particular circumstances of

this case, I do not think the support of CCFL and the Royal

Bank of the 922 offer is entitled to any weight. The support

given by CCFL can be dealt with summarily. It is a co-owner of

922. It is hardly surprising and not very impressive to hear

that it supports the offer which it is making for the debtors'

assets.

 

 The support by the Royal Bank requires more consideration and

involves some reference to the circumstances. On March 6, 1991,

when the first 922 offer was made, there was in existence an

interlender agreement between the Royal Bank and CCFL. That

agreement dealt with the share of the proceeds of the sale of

Air Toronto which each creditor would receive. At the time, a

dispute between the Royal Bank and CCFL about the

interpretation of that agreement was pending in the courts. The

unacceptable condition in the first 922 offer related to the

settlement of the interlender dispute. The condition required

that the dispute be resolved in a way which would substantially

favour CCFL. It required that CCFL receive $3,375,000 of the

$6,000,000 cash payment and the balance, including the

royalties, if any, be paid to the Royal Bank. The Royal Bank

did not agree with that split of the sale proceeds.

 

 On April 5, 1991, the Royal Bank and CCFL agreed to settle

the interlender dispute. The settlement was that if the 922

offer was accepted by the court, CCFL would receive only

$1,000,000 and the Royal Bank would receive $5,000,000 plus any

royalties which might be paid. It was only in consideration of

that settlement that the Royal Bank agreed to support the 922

offer.

 

 The Royal Bank's support of the 922 offer is so affected by
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the very substantial benefit which it wanted to obtain from the

settlement of the interlender dispute that, in my opinion, its

support is devoid of any objectivity. I think it has no weight.

 

 While there may be circumstances where the unanimous support

by the creditors of a particular offer could conceivably

override the proper and provident conduct of a sale by a

receiver, I do not think that this is such a case. This is a

case where the receiver has acted properly and in a provident

way. It would make a mockery out of the judicial process, under

which a mandate was given to this receiver to sell this

airline, if the support by these creditors of the 922 offer

were permitted to carry the day. I give no weight to the

support which they give to the 922 offer.

 

 In its factum, the receiver pointed out that, because of

greater liabilities imposed upon private receivers by various

statutes such as the Employment Standards Act, R.S.O. 1980, c.

137, and the Environmental Protection Act, R.S.O. 1980, c. 141,

it is likely that more and more the courts will be asked to

appoint receivers in insolvencies. In those circumstances, I

think that creditors who ask for court-appointed receivers and

business people who choose to deal with those receivers should

know that if those receivers act properly and providently their

decisions and judgments will be given great weight by the

courts who appoint them. I have decided this appeal in the way

I have in order to assure business people who deal with court-

appointed receivers that they can have confidence that an

agreement which they make with a court-appointed receiver will

be far more than a platform upon which others may bargain at

the court approval stage. I think that persons who enter into

agreements with court-appointed receivers, following a

disposition procedure that is appropriate given the nature of

the assets involved, should expect that their bargain will be

confirmed by the court.

 

 The process is very important. It should be carefully

protected so that the ability of court-appointed receivers to

negotiate the best price possible is strengthened and

supported. Because this receiver acted properly and providently

in entering into the OEL agreement, I am of the opinion that
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Rosenberg J. was right when he approved the sale to OEL and

dismissed the motion to approve the 922 offer.

 

 I would, accordingly, dismiss the appeal. I would award the

receiver, OEL and Frontier Airlines Limited their costs out of

the Soundair estate, those of the receiver on a solicitor-and-

client scale. I would make no order as to the costs of any

of the other parties or interveners.

 

 MCKINLAY J.A. (concurring in the result):-- I agree with

Galligan J.A. in result, but wish to emphasize that I do so on

the basis that the undertaking being sold in this case was of a

very special and unusual nature. It is most important that the

integrity of procedures followed by court-appointed receivers

be protected in the interests of both commercial morality and

the future confidence of business persons in their dealings

with receivers. Consequently, in all cases, the court should

carefully scrutinize the procedure followed by the receiver to

determine whether it satisfies the tests set out by Anderson J.

in Crown Trust Co. v. Rosenberg (1986), 60 O.R. (2d) 87, 39

D.L.R. (4th) 526 (H.C.J.). While the procedure carried out by

the receiver in this case, as described by Galligan J.A., was

appropriate, given the unfolding of events and the unique

nature of the assets involved, it is not a procedure that is

likely to be appropriate in many receivership sales.

 

 I should like to add that where there is a small number of

creditors who are the only parties with a real interest in the

proceeds of the sale (i.e., where it is clear that the highest

price attainable would result in recovery so low that no other

creditors, shareholders, guarantors, etc., could possibly

benefit therefrom), the wishes of the interested creditors

should be very seriously considered by the receiver. It is

true, as Galligan J.A. points out, that in seeking the court

appointment of a receiver, the moving parties also seek the

protection of the court in carrying out the receiver's

functions. However, it is also true that in utilizing the court

process the moving parties have opened the whole process to

detailed scrutiny by all involved, and have probably added

significantly to their costs and consequent shortfall as a

result of so doing. The adoption of the court process should in
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no way diminish the rights of any party, and most certainly not

the rights of the only parties with a real interest. Where a

receiver asks for court approval of a sale which is opposed by

the only parties in interest, the court should scrutinize with

great care the procedure followed by the receiver. I agree with

Galligan J.A. that in this case that was done. I am satisfied

that the rights of all parties were properly considered by the

receiver, by the learned motions court judge, and by Galligan

J.A.

 

 GOODMAN J.A. (dissenting):-- I have had the opportunity of

reading the reasons for judgment herein of Galligan and

McKinlay JJ.A. Respectfully, I am unable to agree with their

conclusion.

 

 The case at bar is an exceptional one in the sense that upon

the application made for approval of the sale of the assets of

Air Toronto two competing offers were placed before Rosenberg

J. Those two offers were that of Frontier Airlines Ltd. and

Ontario Express Limited (OEL) and that of 922246 Ontario

Limited (922), a company incorporated for the purpose of

acquiring Air Toronto. Its shares were owned equally by

Canadian Pension Capital Limited and Canadian Insurers Capital

Corporation (collectively CCFL) and Air Canada. It was conceded

by all parties to these proceedings that the only persons who

had any interest in the proceeds of the sale were two secured

creditors, viz., CCFL and the Royal Bank of Canada (the Bank).

Those two creditors were unanimous in their position that they

desired the court to approve the sale to 922. We were not

referred to nor am I aware of any case where a court has

refused to abide by the unanimous wishes of the only interested

creditors for the approval of a specific offer made in

receivership proceedings.

 

 In British Columbia Development Corp. v. Spun Cast Industries

Inc. (1977), 5 B.C.L.R. 94, 26 C.B.R. (N.S.) 28 (S.C.), Berger

J. said at p. 95 B.C.L.R., p. 30 C.B.R.:

 

   Here all of those with a financial stake in the plant have

 joined in seeking the court's approval of the sale to Fincas.

 This court does not having a roving commission to decide what
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 is best for investors and businessmen when they have agreed

 among themselves what course of action they should follow. It

 is their money.

 

 I agree with that statement. It is particularly apt to this

case. The two secured creditors will suffer a shortfall of

approximately $50,000,000. They have a tremendous interest in

the sale of assets which form part of their security. I agree

with the finding of Rosenberg J., Gen. Div., May 1, 1991, that

the offer of 922 is superior to that of OEL. He concluded that

the 922 offer is marginally superior. If by that he meant that

mathematically it was likely to provide slightly more in the

way of proceeds it is difficult to take issue with that

finding. If on the other hand he meant that having regard to

all considerations it was only marginally superior, I cannot

agree. He said in his reasons [pp. 17-18]:

 

   I have come to the conclusion that knowledgeable creditors

 such as the Royal Bank would prefer the 922 offer even if the

 other factors influencing their decision were not present. No

 matter what adjustments had to be made, the 922 offer results

 in more cash immediately. Creditors facing the type of loss

 the Royal Bank is taking in this case would not be anxious to

 rely on contingencies especially in the present circumstances

 surrounding the airline industry.

 

 I agree with that statement completely. It is apparent that

the difference between the two offers insofar as cash on

closing is concerned amounts to approximately $3,000,000 to

$4,000,000. The Bank submitted that it did not wish to gamble

any further with respect to its investment and that the

acceptance and court approval of the OEL offer, in effect,

supplanted its position as a secured creditor with respect to

the amount owing over and above the down payment and placed it

in the position of a joint entrepreneur but one with no

control. This results from the fact that the OEL offer did not

provide for any security for any funds which might be

forthcoming over and above the initial downpayment on closing.

 

 In Cameron v. Bank of Nova Scotia (1981), 38 C.B.R. (N.S.) 1,

45 N.S.R. (2d) 303 (C.A.), Hart J.A., speaking for the majority

19
91

 C
an

LI
I 2

72
7 

(O
N

 C
A

)

Case 2:24-bk-06359-EPB    Doc 133-1    Filed 12/20/24    Entered 12/20/24 14:09:02 
Desc Exhibit A    Page 28 of 42

276



of the court, said at p. 10 C.B.R., p. 312 N.S.R.:

 

 Here we are dealing with a receiver appointed at the instance

 of one major creditor, who chose to insert in the contract of

 sale a provision making it subject to the approval of the

 court. This, in my opinion, shows an intention on behalf of

 the parties to invoke the normal equitable doctrines which

 place the court in the position of looking to the interests

 of all persons concerned before giving its blessing to a

 particular transaction submitted for approval. In these

 circumstances the court would not consider itself bound by

 the contract entered into in good faith by the receiver but

 would have to look to the broader picture to see that the

 contract was for the benefit of the creditors as a whole.

 When there was evidence that a higher price was readily

 available for the property the chambers judge was, in my

 opinion, justified in exercising his discretion as he did.

 Otherwise he could have deprived the creditors of a

 substantial sum of money.

 

 This statement is apposite to the circumstances of the case

at bar. I hasten to add that in my opinion it is not only price

which is to be considered in the exercise of the judge's

discretion. It may very well be, as I believe to be so in this

case, that the amount of cash is the most important element in

determining which of the two offers is for the benefit and in

the best interest of the creditors.

 

 It is my view, and the statement of Hart J.A. is consistent

therewith, that the fact that a creditor has requested an order

of the court appointing a receiver does not in any way diminish

or derogate from his right to obtain the maximum benefit to be

derived from any disposition of the debtor's assets. I agree

completely with the views expressed by McKinlay J.A. in that

regard in her reasons.

 

 It is my further view that any negotiations which took place

between the only two interested creditors in deciding to

support the approval of the 922 offer were not relevant to the

determination by the presiding judge of the issues involved in

the motion for approval of either one of the two offers nor are
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they relevant in determining the outcome of this appeal. It is

sufficient that the two creditors have decided unanimously what

is in their best interest and the appeal must be considered in

the light of that decision. It so happens, however, that there

is ample evidence to support their conclusion that the approval

of the 922 offer is in their best interests.

 

 I am satisfied that the interests of the creditors are the

prime consideration for both the receiver and the court. In Re

Beauty Counsellors of Canada Ltd. (1986), 58 C.B.R. (N.S.) 237

(Ont. Bkcy.) Saunders J. said at p. 243:

 

   This does not mean that a court should ignore a new and

 higher bid made after acceptance where there has been no

 unfairness in the process. The interests of the creditors,

 while not the only consideration, are the prime

 consideration.

 

 I agree with that statement of the law. In Re Selkirk (1986),

58 C.B.R. (N.S.) 245 (Ont. Bkcy.) Saunders J. heard an

application for court approval for the sale by the sheriff of

real property in bankruptcy proceedings. The sheriff had been

previously ordered to list the property for sale subject to

approval of the court. Saunders J. said at p. 246 C.B.R.:

 

   In dealing with the request for approval, the court has to

 be concerned primarily with protecting the interests of the

 creditors of the former bankrupt. A secondary but important

 consideration is that the process under which the sale

 agreement is arrived at should be consistent with the

 commercial efficacy and integrity.

 

 I am in agreement with that statement as a matter of general

principle. Saunders J. further stated that he adopted the

principles stated by Macdonald J.A. in Cameron, supra, at pp.

92-94 O.R., pp. 531-33 D.L.R., quoted by Galligan J.A. in his

reasons. In Cameron, the remarks of Macdonald J.A. related to

situations involving the calling of bids and fixing a time

limit for the making of such bids. In those circumstances the

process is so clear as a matter of commercial practice that an

interference by the court in such process might have a
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deleterious effect on the efficacy of receivership proceedings

in other cases. But Macdonald J.A. recognized that even in bid

or tender cases where the offeror for whose bid approval is

sought has complied with all requirements a court might not

approve the agreement of purchase and sale entered into by the

receiver. He said at pp. 11-12 C.B.R., p. 314 N.S.R.:

 

   There are, of course, many reasons why a court might not

 approve an agreement of purchase and sale, viz., where the

 offer accepted is so low in relation to the appraised value

 as to be unrealistic; or, where the circumstances indicate

 that insufficient time was allowed for the making of bids or

 that inadequate notice of sale by bid was given (where the

 receiver sells property by the bid method); or, where it can

 be said that the proposed sale is not in the best interest of

 either the creditors or the owner. Court approval must

 involve the delicate balancing of competing interests and not

 simply a consideration of the interests of the creditors.

 

 The deficiency in the present case is so large that there has

been no suggestion of a competing interest between the owner

and the creditors.

 

 I agree that the same reasoning may apply to a negotiation

process leading to a private sale but the procedure and process

applicable to private sales of a wide variety of businesses and

undertakings with the multiplicity of individual considerations

applicable and perhaps peculiar to the particular business is

not so clearly established that a departure by the court from

the process adopted by the receiver in a particular case will

result in commercial chaos to the detriment of future

receivership proceedings. Each case must be decided on its own

merits and it is necessary to consider the process used by the

receiver in the present proceedings and to determine whether it

was unfair, improvident or inadequate.

 

 It is important to note at the outset that Rosenberg J. made

the following statement in his reasons [p. 15]:

 

   On March 8, 1991 the trustee accepted the OEL offer subject

 to court approval. The receiver at that time had no other
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 offer before it that was in final form or could possibly be

 accepted. The receiver had at the time the knowledge that Air

 Canada with CCFL had not bargained in good faith and had not

 fulfilled the promise of its letter of March 1. The receiver

 was justified in assuming that Air Canada and CCFL's offer

 was a long way from being in an acceptable form and that Air

 Canada and CCFL's objective was to interrupt the finalizing

 of the OEL agreement and to retain as long as possible the

 Air Toronto connector traffic flowing into Terminal 2 for the

 benefit of Air Canada.

 

 In my opinion there was no evidence before him or before this

court to indicate that Air Canada with CCFL had not bargained

in good faith and that the receiver had knowledge of such lack

of good faith. Indeed, on this appeal, counsel for the receiver

stated that he was not alleging Air Canada and CCFL had not

bargained in good faith. Air Canada had frankly stated at the

time that it had made its offer to purchase which was

eventually refused by the receiver that it would not become

involved in an "auction" to purchase the undertaking of Air

Canada and that, although it would fulfil its contractual

obligations to provide connecting services to Air Toronto, it

would do no more than it was legally required to do insofar as

facilitating the purchase of Air Toronto by any other person.

In so doing Air Canada may have been playing "hard ball" as its

behaviour was characterized by some of the counsel for opposing

parties. It was nevertheless merely openly asserting its legal

position as it was entitled to do.

 

 Furthermore there was no evidence before Rosenberg J. or this

court that the receiver had assumed that Air Canada and CCFL's

objective in making an offer was to interrupt the finalizing of

the OEL agreement and to retain as long as possible the Air

Toronto connector traffic flowing into Terminal 2 for the

benefit of Air Canada. Indeed, there was no evidence to support

such an assumption in any event although it is clear that 922

and through it CCFL and Air Canada were endeavouring to present

an offer to purchase which would be accepted and/or approved by

the court in preference to the offer made by OEL.

 

 To the extent that approval of the OEL agreement by Rosenberg
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J. was based on the alleged lack of good faith in bargaining

and improper motivation with respect to connector traffic on

the part of Air Canada and CCFL, it cannot be supported.

 

 I would also point out that, rather than saying there was no

other offer before it that was final in form, it would have

been more accurate to have said that there was no unconditional

offer before it.

 

 In considering the material and evidence placed before the

court I am satisfied that the receiver was at all times acting

in good faith. I have reached the conclusion, however, that the

process which he used was unfair insofar as 922 is concerned

and improvident insofar as the two secured creditors are

concerned.

 

 Air Canada had been negotiating with Soundair Corporation for

the purchase from it of Air Toronto for a considerable period

of time prior to the appointment of a receiver by the court. It

had given a letter of intent indicating a prospective sale

price of $18,000,000. After the appointment of the receiver, by

agreement dated April 30, 1990, Air Canada continued its

negotiations for the purchase of Air Toronto with the receiver.

Although this agreement contained a clause which provided that

the receiver "shall not negotiate for the sale ... of Air

Toronto with any person except Air Canada", it further provided

that the receiver would not be in breach of that provision

merely by receiving unsolicited offers for all or any of the

assets of Air Toronto. In addition, the agreement, which had a

term commencing on April 30, 1990, could be terminated on the

fifth business day following the delivery of a written notice

of termination by one party to the other. I point out this

provision merely to indicate that the exclusivity privilege

extended by the Receiver to Air Canada was of short duration at

the receiver's option.

 

 As a result of due diligence investigations carried out by

Air Canada during the month of April, May and June of 1990, Air

Canada reduced its offer to 8.1 million dollars conditional

upon there being $4,000,000 in tangible assets. The offer was

made on June 14, 1990 and was open for acceptance until June
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29, 1990.

 

 By amending agreement dated June 19, 1990 the receiver was

released from its covenant to refrain from negotiating for the

sale of the Air Toronto business and assets to any person other

than Air Canada. By virtue of this amending agreement the

receiver had put itself in the position of having a firm offer

in hand with the right to negotiate and accept offers from

other persons. Air Canada in these circumstances was in the

subservient position. The receiver, in the exercise of its

judgment and discretion, allowed the Air Canada offer to lapse.

On July 20, 1990 Air Canada served a notice of termination of

the April 30, 1990 agreement.

 

 Apparently as a result of advice received from the receiver

to the effect that the receiver intended to conduct an auction

for the sale of the assets and business of the Air Toronto

Division of Soundair Corporation, the solicitors for Air Canada

advised the receiver by letter dated July 20, 1990 in part as

follows:

 

   Air Canada has instructed us to advise you that it does not

 intend to submit a further offer in the auction process.

 

 This statement together with other statements set forth in

the letter was sufficient to indicate that Air Canada was not

interested in purchasing Air Toronto in the process apparently

contemplated by the receiver at that time. It did not form a

proper foundation for the receiver to conclude that there was

no realistic possibility of selling Air Toronto to Air Canada,

either alone or in conjunction with some other person, in

different circumstances. In June 1990 the receiver was of the

opinion that the fair value of Air Toronto was between

$10,000,000 and $12,000,000.

 

 In August 1990 the receiver contacted a number of interested

parties. A number of offers were received which were not deemed

to be satisfactory. One such offer, received on August 20,

1990, came as a joint offer from OEL and Air Ontario (an Air

Canada connector). It was for the sum of $3,000,000 for the

good will relating to certain Air Toronto routes but did not
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include the purchase of any tangible assets or leasehold

interests.

 

 In December 1990 the receiver was approached by the

management of Canadian Partner (operated by OEL) for the

purpose of evaluating the benefits of an amalgamated Air

Toronto/Air Partner operation. The negotiations continued from

December of 1990 to February of 1991 culminating in the OEL

agreement dated March 8, 1991.

 

 On or before December, 1990, CCFL advised the receiver that

it intended to make a bid for the Air Toronto assets. The

receiver, in August of 1990, for the purpose of facilitating

the sale of Air Toronto assets, commenced the preparation of an

operating memorandum. He prepared no less than six draft

operating memoranda with dates from October 1990 through March

1, 1991. None of these were distributed to any prospective

bidder despite requests having been received therefor, with the

exception of an early draft provided to CCFL without the

receiver's knowledge.

 

 During the period December 1990 to the end of January 1991,

the receiver advised CCFL that the offering memorandum was in

the process of being prepared and would be ready soon for

distribution. He further advised CCFL that it should await the

receipt of the memorandum before submitting a formal offer to

purchase the Air Toronto assets.

 

 By late January CCFL had become aware that the receiver was

negotiating with OEL for the sale of Air Toronto. In fact, on

February 11, 1991, the receiver signed a letter of intent with

OEL wherein it had specifically agreed not to negotiate with

any other potential bidders or solicit any offers from others.

 

 By letter dated February 25, 1991, the solicitors for CCFL

made a written request to the Receiver for the offering

memorandum. The receiver did not reply to the letter because he

felt he was precluded from so doing by the provisions of the

letter of intent dated February 11, 1991. Other prospective

purchasers were also unsuccessful in obtaining the promised

memorandum to assist them in preparing their bids. It should be
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noted that exclusivity provision of the letter of intent

expired on February 20, 1991. This provision was extended on

three occasions, viz., February 19, 22 and March 5, 1991. It is

clear that from a legal standpoint the receiver, by refusing to

extend the time, could have dealt with other prospective

purchasers and specifically with 922.

 

 It was not until March 1, 1991 that CCFL had obtained

sufficient information to enable it to make a bid through 922.

It succeeded in so doing through its own efforts through

sources other than the receiver. By that time the receiver had

already entered into the letter of intent with OEL.

Notwithstanding the fact that the receiver knew since December

of 1990 that CCFL wished to make a bid for the assets of Air

Toronto (and there is no evidence to suggest that at any time

such a bid would be in conjunction with Air Canada or that Air

Canada was in any way connected with CCFL) it took no steps to

provide CCFL with information necessary to enable it to make an

intelligent bid and, indeed, suggested delaying the making of

the bid until an offering memorandum had been prepared and

provided. In the meantime by entering into the letter of intent

with OEL it put itself in a position where it could not

negotiate with CCFL or provide the information requested.

 

 On February 28, 1991, the solicitors for CCFL telephoned the

receiver and were advised for the first time that the receiver

had made a business decision to negotiate solely with OEL and

would not negotiate with anyone else in the interim.

 

 By letter dated March 1, 1991 CCFL advised the receiver that

it intended to submit a bid. It set forth the essential terms

of the bid and stated that it would be subject to customary

commercial provisions. On March 7, 1991 CCFL and Air Canada,

jointly through 922, submitted an offer to purchase Air Toronto

upon the terms set forth in the letter dated March 1, 1991. It

included a provision that the offer was conditional upon the

interpretation of an interlender agreement which set out the

relative distribution of proceeds as between CCFL and the Royal

Bank. It is common ground that it was a condition over which

the receiver had no control and accordingly would not have been

acceptable on that ground alone. The receiver did not, however,
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contact CCFL in order to negotiate or request the removal of

the condition although it appears that its agreement with OEL

not to negotiate with any person other than OEL expired on

March 6, 1991.

 

 The fact of the matter is that by March 7, 1991, the receiver

had received the offer from OEL which was subsequently approved

by Rosenberg J. That offer was accepted by the receiver on

March 8, 1991. Notwithstanding the fact that OEL had been

negotiating the purchase for a period of approximately three

months the offer contained a provision for the sole benefit of

the purchaser that it was subject to the purchaser obtaining:

 

 ... a financing commitment within 45 days of the date hereof

 in an amount not less than the Purchase Price from the Royal

 Bank of Canada or other financial institution upon terms and

 conditions acceptable to them. In the event that such a

 financing commitment is not obtained within such 45 day

 period, the purchaser or OEL shall have the right to

 terminate this agreement upon giving written notice of

 termination to the vendor on the first Business Day following

 the expiry of the said period.

 

The purchaser was also given the right to waive the condition.

 

 In effect the agreement was tantamount to a 45-day option to

purchase excluding the right of any other person to purchase

Air Toronto during that period of time and thereafter if the

condition was fulfilled or waived. The agreement was, of

course, stated to be subject to court approval.

 

 In my opinion the process and procedure adopted by the

receiver was unfair to CCFL. Although it was aware from

December 1990 that CCFL was interested in making an offer, it

effectively delayed the making of such offer by continually

referring to the preparation of the offering memorandum. It did

not endeavour during the period December 1990 to March 7, 1991

to negotiate with CCFL in any way the possible terms of

purchase and sale agreement. In the result no offer was sought

from CCFL by the receiver prior to February 11, 1991 and

thereafter it put itself in the position of being unable to
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negotiate with anyone other than OEL. The receiver, then, on

March 8, 1991 chose to accept an offer which was conditional in

nature without prior consultation with CCFL (922) to see

whether it was prepared to remove the condition in its offer.

 

 I do not doubt that the receiver felt that it was more likely

that the condition in the OEL offer would be fulfilled than the

condition in the 922 offer. It may be that the receiver, having

negotiated for a period of three months with OEL, was fearful

that it might lose the offer if OEL discovered that it was

negotiating with another person. Nevertheless it seems to me

that it was imprudent and unfair on the part of the receiver to

ignore an offer from an interested party which offered

approximately triple the cash down payment without giving a

chance to the offeror to remove the conditions or other terms

which made the offer unacceptable to it. The potential loss was

that of an agreement which amounted to little more than an

option in favour of the offeror.

 

 In my opinion the procedure adopted by the receiver was

unfair to CCFL in that, in effect, it gave OEL the opportunity

of engaging in exclusive negotiations for a period of three

months notwithstanding the fact that it knew CCFL was

interested in making an offer. The receiver did not indicate a

deadline by which offers were to be submitted and it did not at

any time indicate the structure or nature of an offer which

might be acceptable to it.

 

 In his reasons Rosenberg J. stated that as of March 1, CCFL

and Air Canada had all the information that they needed and any

allegations of unfairness in the negotiating process by the

receiver had disappeared. He said [p. 31]:

 

 They created a situation as of March 8, where the receiver

 was faced with two offers, one of which was in acceptable

 form and one of which could not possibly be accepted in its

 present form. The receiver acted appropriately in accepting

 the OEL offer.

 

If he meant by "acceptable in form" that it was acceptable to

the receiver, then obviously OEL had the unfair advantage of
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its lengthy negotiations with the receiver to ascertain what

kind of an offer would be acceptable to the receiver. If, on

the other hand, he meant that the 922 offer was unacceptable in

its form because it was conditional, it can hardly be said that

the OEL offer was more acceptable in this regard as it

contained a condition with respect to financing terms and

conditions "acceptable to them".

 

 It should be noted that on March 13, 1991 the representatives

of 922 first met with the receiver to review its offer of March

7, 1991 and at the request of the receiver withdrew the inter-

lender condition from its offer. On March 14, 1991 OEL

removed the financing condition from its offer. By order of

Rosenberg J. dated March 26, 1991, CCFL was given until April

5, 1991 to submit a bid and on April 5, 1991, 922 submitted its

offer with the interlender condition removed.

 

 In my opinion the offer accepted by the receiver is

improvident and unfair insofar as the two creditors are

concerned. It is not improvident in the sense that the price

offered by 922 greatly exceeded that offered by OEL. In the

final analysis it may not be greater at all. The salient fact

is that the cash down payment in the 922 offer constitutes

approximately two-thirds of the contemplated sale price whereas

the cash down payment in the OEL transaction constitutes

approximately 20 to 25 per cent of the contemplated sale price.

In terms of absolute dollars, the down payment in the 922 offer

would likely exceed that provided for in the OEL agreement by

approximately $3,000,000 to $4,000,000.

 

 In Re Beauty Counsellors of Canada Ltd., supra, Saunders J.

said at p. 243 C.B.R.:

 

 If a substantially higher bid turns up at the approval stage,

 the court should consider it. Such a bid may indicate, for

 example, that the trustee has not properly carried out its

 duty to endeavour to obtain the best price for the estate. In

 such a case the proper course might be to refuse approval and

 to ask the trustee to recommence the process.

 

 I accept that statement as being an accurate statement of the
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law. I would add, however, as previously indicated, that in

determining what is the best price for the estate the receiver

or court should not limit its consideration to which offer

provides for the greater sale price. The amount of down payment

and the provision or lack thereof to secure payment of the

balance of the purchase price over and above the down payment

may be the most important factor to be considered and I am of

the view that is so in the present case. It is clear that that

was the view of the only creditors who can benefit from the

sale of Air Toronto.

 

 I note that in the case at bar the 922 offer in conditional

form was presented to the receiver before it accepted the OEL

offer. The receiver in good faith, although I believe

mistakenly, decided that the OEL offer was the better offer. At

that time the receiver did not have the benefit of the views of

the two secured creditors in that regard. At the time of the

application for approval before Rosenberg J. the stated

preference of the two interested creditors was made quite

clear. He found as a fact that knowledgeable creditors would

not be anxious to rely on contingencies in the present

circumstances surrounding the airline industry. It is

reasonable to expect that a receiver would be no less

knowledgeable in that regard and it is his primary duty to

protect the interests of the creditors. In my view it was an

improvident act on the part of the receiver to have accepted

the conditional offer made by OEL and Rosenberg J. erred in

failing to dismiss the application of the receiver for approval

of the OEL offer. It would be most inequitable to foist upon

the two creditors who have already been seriously hurt more

unnecessary contingencies.

 

 Although in other circumstances it might be appropriate to

ask the receiver to recommence the process, in my opinion, it

would not be appropriate to do so in this case. The only two

interested creditors support the acceptance of the 922 offer

and the court should so order.

 

 Although I would be prepared to dispose of the case on the

grounds stated above, some comment should be addressed to the

question of interference by the court with the process and
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procedure adopted by the receiver.

 

 I am in agreement with the view expressed by McKinlay J.A. in

her reasons that the undertaking being sold in this case was of

a very special and unusual nature. As a result the procedure

adopted by the receiver was somewhat unusual. At the outset, in

accordance with the terms of the receiving order, it dealt

solely with Air Canada. It then appears that the receiver

contemplated a sale of the assets by way of auction and still

later contemplated the preparation and distribution of an

offering memorandum inviting bids. At some point, without

advice to CCFL, it abandoned that idea and reverted to

exclusive negotiations with one interested party. This entire

process is not one which is customary or widely accepted as a

general practice in the commercial world. It was somewhat

unique having regard to the circumstances of this case. In my

opinion the refusal of the court to approve the offer accepted

by the receiver would not reflect on the integrity of

procedures followed by court-appointed receivers and is not the

type of refusal which will have a tendency to undermine the

future confidence of business persons in dealing with

receivers.

 

 Rosenberg J. stated that the Royal Bank was aware of the

process used and tacitly approved it. He said it knew the terms

of the letter of intent in February 1991 and made no comment.

The Royal Bank did, however, indicate to the receiver that it

was not satisfied with the contemplated price nor the amount of

the down payment. It did not, however, tell the receiver to

adopt a different process in endeavouring to sell the Air

Toronto assets. It is not clear from the material filed that at

the time it became aware of the letter of intent, it knew that

CCFL was interested in purchasing Air Toronto.

 

 I am further of the opinion that a prospective purchaser who

has been given an opportunity to engage in exclusive

negotiations with a receiver for relatively short periods of

time which are extended from time to time by the receiver and

who then makes a conditional offer, the condition of which is

for his sole benefit and must be fulfilled to his satisfaction

unless waived by him, and which he knows is to be subject to
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court approval, cannot legitimately claim to have been unfairly

dealt with if the court refuses to approve the offer and

approves a substantially better one.

 

 In conclusion I feel that I must comment on the statement

made by Galligan J.A. in his reasons to the effect that the

suggestion made by counsel for 922 constitutes evidence of lack

of prejudice resulting from the absence of an offering

memorandum. It should be pointed out that the court invited

counsel to indicate the manner in which the problem should be

resolved in the event that the court concluded that the order

approving the OEL offer should be set aside. There was no

evidence before the court with respect to what additional

information may have been acquired by CCFL since March 8, 1991

and no inquiry was made in that regard. Accordingly, I am of

the view that no adverse inference should be drawn from the

proposal made as a result of the court's invitation.

 

 For the above reasons I would allow the appeal with one set

of costs to CCFL-922, set aside the order of Rosenberg J.,

dismiss the receiver's motion with one set of costs to CCFL-922

and order that the assets of Air Toronto be sold to numbered

corporation 922246 on the terms set forth in its offer with

appropriate adjustments to provide for the delay in its

execution. Costs awarded shall be payable out of the estate of

Soundair Corporation. The costs incurred by the receiver in

making the application and responding to the appeal shall be

paid to him out of the assets of the estate of Soundair

Corporation on a solicitor-and-client basis. I would make no

order as to costs of any of the other parties or interveners.

 

                                              Appeal dismissed.

�
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4895-9217-5819.5 60009.00001  

IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OF DELAWARE 

In re: 
 
NEXII BUILDING SOLUTIONS INC., et al.,1 

 
Debtors in a Foreign Proceeding. 

 Chapter 15 
 
Case No. 24-10026 (JKS) 
 
(Jointly Administered) 
 
Ref. Docket No. 48 

 
ORDER GRANTING MOTION OF FOREIGN REPRESENTATIVE, PURSUANT TO 

SECTIONS 105(A), 363, 365, 1501, 1507, 1520, AND 1521 OF THE BANKRUPTCY 
CODE, AND BANKRUPTCY RULES 2002, 6004, 6006, AND 9014, FOR ENTRY OF AN 

ORDER (I) RECOGNIZING AND ENFORCING THE APPROVAL AND VESTING 
ORDER, (II) APPROVING THE SALE OF SUBSTANTIALLY ALL OF THE 

DEBTORS’ ASSETS FREE AND CLEAR OF LIENS, CLAIMS, AND 
ENCUMBRANCES, AND (III) GRANTING RELATED RELIEF 

 
Upon the motion (the “Motion”)2 of Nexii Building Solutions Inc., in its capacity as the 

Foreign Representative of the Debtors in the CCAA Proceedings, requesting entry of an order (this 

“Order”) pursuant to sections 105(a) 363, 365, 1501, 1507, 1520, and 1521 of title 11 of the United 

States Code (the “Bankruptcy Code”), Rules 2002, 6004, 6006, and 9014 of the Federal Rules of 

Bankruptcy Procedure (the “Bankruptcy Rules”) and Rule 6004-1 of the Local Rules of 

Bankruptcy Practice and Procedure of the United States Bankruptcy Court for the District of 

Delaware (the “Local Rules”), (a) recognizing and giving effect in the United States to the 

Approval and Vesting Order, attached hereto as Exhibit 1; (b) approving, under section 363 of the 

Bankruptcy Code, the sale of the Debtors’ right, title, and interest in and to the Purchased Assets 

to the Buyer, free and clear of all liens, claims, encumbrances, and other interests (other than the 

 
1   The Debtors in these chapter 15 cases (the “Chapter 15 Cases”), along with the last four digits of each Debtor’s 

unique identifier, are Nexii Building Solutions Inc. (0911), Nexii Construction Inc. (1333), NBS IP Inc. (9930), 
and Nexii Holdings Inc. (5873).  The Debtors’ service address for purposes of these Chapter 15 Cases is 1455 
West Georgia Street, #200, Vancouver, British Columbia V6G 2T3. 

2  Capitalized terms used and not defined herein shall have the meaning ascribed to such terms in the Motion. 
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Permitted Encumbrances); and (c) granting related relief; and upon the Tucker Declaration [Dkt. 

No. 7], the Jackson Declaration [Dkt No. 8], and the Tucker Sale Declaration [Dkt. No. 49]; and 

the Court having jurisdiction to consider the Motion pursuant to 28 U.S.C. §§ 157 and 1334; and 

consideration of the Motion and the relief requested being a core proceeding pursuant to 28 U.S.C. 

§ 157(b); and it appearing that due and proper notice of the Motion has been provided and no other 

or further notice need be provided; and a hearing (the “Hearing”) having been held to consider the 

relief requested in the Motion; and upon the record of the Hearing and all of the proceedings had 

before the Court; and the Court having found and determined that the relief sought in the Motion 

is consistent with the purpose of chapter 15 of the Bankruptcy Code and that the legal and factual 

bases set forth in the Motion establish just cause for the relief granted herein; and after due 

deliberation and sufficient cause appearing therefore, IT IS HEREBY FOUND AND 

DETERMINED THAT:3 

A. On June 28, 2024, the Canadian Court entered the Approval and Vesting Order 

approving the transactions contemplated by the Asset Purchase Agreement and authorizing the 

Debtors to take all such actions necessary and proper to effectuate the Sale. 

B. This Court has jurisdiction and authority to hear and determine the Motion pursuant 

to 28 U.S.C. §§ 1334 and 157(b). Venue of these Chapter 15 Cases and the Motion in this Court 

and this District is proper under 28 U.S.C. § 1410. 

C. Based on the affidavits of service filed with, and the representations made to, this 

Court: (i) notice of the Motion, the Hearing, and the Approval and Vesting Order was proper, 

timely, adequate, and sufficient under the circumstances of these Chapter 15 Cases and these 

 
3  The findings and conclusions set forth herein constitute the Court’s findings of fact and conclusions of law 

pursuant to Bankruptcy Rule 7052 made applicable to this proceeding pursuant to Bankruptcy Rule 9014. To 
the extent any of the following findings of fact constitute conclusions of law, they are adopted as such. To 
the extent any of the following conclusions of law constitute findings of fact, they are adopted as such. 
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proceedings and complied with the various applicable requirements of the Bankruptcy Code, the 

Bankruptcy Rules, and the Local Rules; and (ii) no other or further notice of the Motion, the 

Hearing, the Approval and Vesting Order, or the entry of this Order is necessary or shall be 

required.  

D. This Order constitutes a final and appealable order within the meaning of 28 U.S.C. 

§ 158(a).  

E. The relief granted herein is necessary and appropriate, is in the interest of the 

public, promotes international comity, is consistent with the public policies of the United States, 

is warranted pursuant to sections 105(a), 363(b), (f), (m) and (n), 365, 1501, 1507, 1520, and 1521 

of the Bankruptcy Code, and will not cause any hardship to any parties in interest that is not 

outweighed by the benefits of the relief granted.  

F. Based on information contained in the Motion, the Tucker Declaration, the Jackson 

Declaration, the Tucker Sale Declaration, and the record made at the Hearing, the Debtors’ and 

the Monitor’s advisors conducted a marketing and sale process to solicit interest in the Purchased 

Assets and such process was non-collusive, duly noticed, and provided a reasonable opportunity 

to make an offer to purchase the Purchased Assets. The Foreign Representative and the Monitor 

have each recommended the sale of the Purchased Assets in accordance with the Asset Purchase 

Agreement, and it is appropriate that the Purchased Assets be sold, transferred, assigned, and 

vested in the Buyer on the terms and subject to the conditions set forth in the Asset Purchase 

Agreement.  

G. Based on information contained in the Motion, the Tucker Declaration, the Jackson 

Declaration, and the Tucker Sale Declaration, and the record made at the Hearing, the relief granted 

herein relates to assets that, under the laws of the United States, should be administered in the 
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CCAA Proceedings. 

H. The Debtors’ entry into and performance under the Asset Purchase Agreement and 

related agreements (i) constitute a sound and reasonable exercise of the Debtors’ business 

judgment, (ii) provide value and are beneficial to the Debtors, and are in the best interests of the 

Debtors and their stakeholders, and (iii) are reasonable and appropriate under the circumstances. 

Business justifications for the sale of the Purchased Assets include, but are not limited to, the 

following: (a) the Asset Purchase Agreement constitutes the highest and otherwise best offer 

received for the Purchased Assets; (b) the Asset Purchase Agreement presents the best opportunity 

to maximize the value of the Purchased Assets on a going concern basis and avoid devaluation of 

the Purchased Assets; (c) unless the sale of the Purchased Assets pursuant to the Asset Purchase 

Agreement and all of the other transactions contemplated by the Asset Purchase Agreement and 

related agreements are concluded expeditiously, as provided for in the Asset Purchase Agreement, 

recoveries to the Debtors’ creditors may be diminished; and (d) the value received for the 

Purchased Assets will be maximized through the transactions under the Asset Purchase Agreement 

and related agreements. The consideration provided by the Buyer for the Purchased Assets under 

the Asset Purchase Agreement constitutes fair consideration and reasonably equivalent value for 

the Purchased Assets under the Bankruptcy Code, the Uniform Voidable Transactions Act, the 

Uniform Fraudulent Transfer Act, the Uniform Fraudulent Conveyance Act, and other laws of the 

United States, any state, territory, possession thereof, or the District of Columbia.  

I. The Buyer is not, and shall not be deemed to be, a mere continuation, and is not 

holding itself out as a mere continuation, of any of the Debtors and there is no continuity between 

the Buyer and the Debtors. The Sale does not amount to a consolidation, merger, or de facto merger 

of the Buyer and any of the Debtors. 
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J. Time is of the essence in consummating the Sale. To maximize the value of the 

Purchased Assets, it is essential that the Sale occur and be recognized and enforced in the United 

States promptly. The Foreign Representative on behalf of the Debtors has demonstrated 

compelling circumstances and a good, sufficient, and sound business purpose and justification for 

the immediate approval and consummation of the Sale as contemplated by the Asset Purchase 

Agreement. Accordingly, there is cause to waive the stay that would otherwise be applicable under 

Bankruptcy Rules 6004(h) and 6006(d), and accordingly the transactions contemplated by the 

Asset Purchase Agreement and related agreements can be closed as soon as reasonably practicable 

upon entry of the Approval and Vesting Order and this Order.  

K. Based upon information contained in the Motion, the Tucker Declaration, the 

Jackson Declaration, the Tucker Sale Declaration, the other pleadings filed in these Chapter 15 

Cases, and the record made at the Hearing, the Asset Purchase Agreement and each of the 

transactions contemplated therein were negotiated, proposed and entered into by the Debtors and 

the Buyer in good faith, without collusion and from arms’-length bargaining positions. The Buyer 

is a “good faith purchaser” within the meaning of section 363(m) of the Bankruptcy Code and, as 

such, is entitled to all the protections afforded thereby. None of the Debtors, the Foreign 

Representative, nor the Buyer has engaged in any conduct that would cause or permit the Asset 

Purchase Agreement or the consummation of the Sale to be avoided or costs and damages to be 

imposed under section 363(n) of the Bankruptcy Code.  The Buyer is not an “insider” of any of 

the Debtors, as that term is defined in section 101 of the Bankruptcy Code, and no common identity 

of incorporators, directors, or controlling stockholders exists between the Buyer and the Debtors. 

L. The Asset Purchase Agreement was not entered into for the purpose of hindering, 

delaying, or defrauding any present or future creditors of the Debtors.  
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M. The Asset Purchase Agreement requires the assignment of the Assigned 

Agreements to the Buyer, which assignment is expressly approved by the Approval and Vesting 

Order.  Such assignments by order of the Canadian Court require that all monetary defaults by the 

applicable Debtors under such Assigned Agreements be remedied by payment of cure costs (if 

any). As such, enforcement in the United States of the assignment of the Assigned Agreements to 

the Buyer does not present any public policy conflict or any issue concerning protection of the 

interests of the non-Debtor parties to the Assigned Agreements that would prevent this Court from 

entering this Order.  

N. Consistent with the Approval and Vesting Order, the Foreign Representative, on 

behalf of itself and the Debtors, may sell the Purchased Assets free and clear of all liens, claims 

(as defined in section 101(5) of the Bankruptcy Code), rights, liabilities, encumbrances and other 

interests of any kind or nature whatsoever against the Debtors or the Purchased Assets, including, 

without limitation, security interests (whether contractual, statutory, or otherwise), hypothecs, 

mortgages, pledges, options, warrants, trusts or deemed trusts (whether contractual, statutory, or 

otherwise), obligations, liabilities, demands, guarantees, restrictions, contractual commitments, 

rights, including without limitation, rights of first refusal and rights of set-off, liens, executions, 

levies, penalties, charges, financial or monetary claims, adverse claims, or rights of use, puts or 

forced sale provisions exercisable as a consequence of or arising from the closing of the sale of 

the Purchased Assets, whether arising prior to or subsequent to the commencement of the CCAA 

Proceedings and these Chapter 15 Cases, whether or not they have attached or been perfected, 

registered or filed and whether secured, unsecured, legal, equitable, possessory or otherwise, actual 

or threatened civil, criminal, administrative, regulatory, arbitral or investigative inquiry, action, 

complaint, suit, investigation, dispute, petition or proceeding by or before any governmental 
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authority or Person at law or in equity, whether imposed by agreement, understanding, law, equity 

or otherwise, and any claim or demand resulting therefrom (collectively, the “Encumbrances”), 

other than the Permitted Encumbrances, because with respect to each creditor asserting any 

Encumbrance, one or more of the standards set forth in section 363(f)(l)–(5) of the Bankruptcy 

Code has been satisfied. Each creditor that did not object to the Motion is deemed to have 

consented to the sale of the Purchased Assets free and clear of all Encumbrances pursuant to 

section 363(f)(2) of the Bankruptcy Code. 

O. The total consideration to be provided under the Asset Purchase Agreement reflects 

the Buyer’s reliance on this Order to provide it, pursuant to sections 105(a) and 363(f) of the 

Bankruptcy Code, with title to and possession of the Purchased Assets free and clear of all 

Encumbrances, other than the Permitted Encumbrances.  

P. The transfer of the Debtors’ rights under the Assigned Agreements as and to the 

extent provided in the Approval and Vesting Order is integral to the Asset Purchase Agreement, 

is in the best interests of the Debtors and their estates, and represents the reasonable exercise of 

the Debtors’ business judgment.  

Q. As of the filing of the Monitor’s Certificate in the CCAA Proceedings and the 

delivery thereof to the Buyer, the transfer of the Purchased Assets to the Buyer will be a legal, 

valid and effective transfer of the Purchased Assets, and will vest the Buyer with all right, title and 

interest of the Debtors in and to the Purchased Assets, free and clear of all Encumbrances, other 

than the Permitted Encumbrances. 

R. Consistent with the Approval and Vesting Order, the Foreign Representative, the 

Debtors, and the Monitor, as appropriate, (i) have full power and authority to execute the Asset 

Purchase Agreement and all other documents contemplated thereby, (ii) have all the power and 
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authority necessary to consummate the transactions contemplated by the Asset Purchase 

Agreement, and (iii) upon entry of this Order, other than any consents identified in the Asset 

Purchase Agreement (including with respect to antitrust matters, if any), need no consent or 

approval from any other Person or governmental unit to consummate the Sale. The Debtors are the 

sole and rightful owners of the Purchased Assets, no other Person has any ownership right, title, 

or interest therein, and the Sale has been duly and validly authorized by all necessary corporate 

action of the Debtors.  

S. The Asset Purchase Agreement is a valid and binding contract between the Debtors 

and the Buyer and shall be enforceable pursuant to its terms. The Asset Purchase Agreement, the 

Sale, and the consummation thereof shall be specifically enforceable against and binding upon 

(without posting any bond) the Debtors and the Foreign Representative in these Chapter 15 Cases 

and shall not be subject to rejection or avoidance by the foregoing parties or any other Person.  

T. The Buyer would not have entered into the Asset Purchase Agreement and would 

not consummate the purchase of the Purchased Assets and the related transactions, thus adversely 

affecting the Debtors, their creditors, and other parties in interest, if the sale of the Purchased 

Assets to the Buyer was not free and clear of all Encumbrances (other than Permitted 

Encumbrances), or if the Buyer would, or in the future could, be liable on account of any such 

Encumbrances, including, as applicable, certain liabilities related to the Purchased Assets that will 

not be assumed by the Buyer, as described in the Asset Purchase Agreement. 

U. A sale of the Purchased Assets other than free and clear of all Encumbrances (other 

than Permitted Encumbrances) would yield substantially less value than the sale of the Purchased 

Assets pursuant to the Asset Purchase Agreement; thus, the sale of the Purchased Assets free and 

clear of all Encumbrances, in addition to all of the relief provided herein, is in the best interests of 
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the Debtors, their creditors, and other parties in interest.  

V. The interests of the Debtors’ creditors in the United States are sufficiently 

protected. The relief granted herein is necessary and appropriate, in the interests of the public and 

international comity, consistent with the public policies of the United States, and warranted 

pursuant to section 1521(b) of the Bankruptcy Code.  

W. The legal and factual bases set forth in the Motion and at the Hearing establish just 

cause for the relief granted herein.  

X. Any and all findings of fact and conclusions of law announced by this Court at the 

Hearing are incorporated herein. 

IT IS HEREBY ORDERED THAT: 

1. The Motion is granted as set forth herein.  

2. The Court recognizes the Approval and Vesting Order, attached hereto as Exhibit 

1, which is hereby given full force and effect in the United States in its entirety.  

3. The Asset Purchase Agreement and the Sale contemplated thereunder, including, 

for the avoidance of doubt, the sale of the Purchased Assets and the transfers and assignments of 

the Purchased Assets located within the United States on the terms set forth in the Asset Purchase 

Agreement, the Approval and Vesting Order, including all transactions contemplated thereunder, 

this Order, including all transactions contemplated hereunder, and all of the terms and conditions 

of each of the foregoing are hereby authorized pursuant to sections 105, 363, 365, 1501, 1520 and 

1521 of the Bankruptcy Code.  

4. All objections to the entry of this Order that have not been withdrawn, waived, or 

settled, or otherwise resolved pursuant to the terms hereof, are denied and overruled on the merits, 

with prejudice. 
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5. Pursuant to sections 105, 363, 365, 1501, 1520, and 1521 of the Bankruptcy Code, 

the Approval and Vesting Order, and this Order, the Debtors, the Buyer, and the Foreign 

Representative (as well as their respective officers, employees and agents) are authorized to take 

any and all actions necessary or appropriate to: (a) consummate the Sale, including the sale of the 

Purchased Assets to the Buyer, in accordance with the Asset Purchase Agreement, the Approval 

and Vesting Order, and this Order; and (b) perform, consummate, implement and close fully the 

Asset Purchase Agreement, together with all additional instruments and documents that may be 

reasonably necessary or desirable to implement the Asset Purchase Agreement and the Sale and to 

take such additional steps and all further actions as may be necessary or appropriate to the 

performance of the obligations contemplated by the Asset Purchase Agreement, all without further 

order of the Court, and are hereby authorized and empowered to cause to be executed and filed 

such statements, instruments, releases and other documents on behalf of such Person or entity with 

respect to the Purchased Assets that are necessary or appropriate to effectuate the Sale, any related 

agreements, the Approval and Vesting Order and this Order, including amended and restated 

certificates or articles of incorporation and by-laws or certificates or articles of amendment, and 

all such other actions, filings, or recordings as may be required under appropriate provisions of the 

applicable laws of all applicable governmental units or as any of the officers of the Debtors or the 

Buyer may determine are necessary or appropriate, and are hereby authorized and empowered to 

cause to be filed, registered or otherwise recorded a certified copy of the Approval and Vesting 

Order, this Order, or the Asset Purchase Agreement, which, once filed, registered or otherwise 

recorded, shall constitute conclusive evidence of the release of all Encumbrances against the 

Purchased Assets. The Approval and Vesting Order and this Order are deemed to be in recordable 

form sufficient to be placed in the filing or recording system of every federal, state, or local 

Case 2:24-bk-06359-EPB    Doc 133-2    Filed 12/20/24    Entered 12/20/24 14:09:02 
Desc Exhibit B    Page 10 of 22

300



 
 

4895-9217-5819.5 60009.00001  11 

government agency, department or office.  

6. All Persons that are currently in possession of some or all of the Purchased Assets 

located in the United States or that are otherwise subject to the jurisdiction of this Court are hereby 

directed to surrender possession of such Purchased Assets to the Buyer on the Closing Date. 

Treatment of Executory Contracts and Unexpired Leases 

7. Pursuant to, and to the extent allowed by, the Approval and Vesting Order, on the 

Effective Date, the rights and obligations of the Debtors under the Assigned Agreements shall be, 

notwithstanding any provision contained in any such Assigned Agreement that prohibits, restricts, 

or conditions assignment or transfer thereof or requires consent of any party to such assignment or 

transfer (each, an “Anti-Assignment Provision”), assigned to the Buyer or any Affiliate or designee 

thereof and shall remain in full force and effect for the benefit of the Buyer or such Affiliate or 

designee in accordance with their respective terms.  

8. Each non-Debtor counterparty to the Assigned Agreements is prohibited from 

exercising any right or remedy under the Assigned Agreements by reason of (a) any non-monetary 

defaults or defaults or events of default arising as a result of the insolvency of any Debtor or the 

cessation of the Debtors’ or their Affiliates’ normal course business operations, (b) the insolvency 

of any Debtor or the fact that the Debtors sought or obtained relief under the CCAA or under the 

Bankruptcy Code, (c) any releases, discharges, cancellations, transactions or other steps taken or 

effected pursuant to the Asset Purchase Agreement, the Sale (including the pre-Closing 

reorganization of the Debtors), the provisions of this Order or any other Order of the Court in these 

Chapter 15 Cases, or (d) any change of control of the Debtors or their Affiliates arising from the 

implementation of the Sale, or any Anti-Assignment Provision in an Assigned Agreement.  
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9. This Court shall retain jurisdiction to enforce any and all terms and provisions of 

the Asset Purchase Agreement, the Approval and Vesting Order, and this Order with respect to the 

Assigned Agreements in the United States. 

Releases 

10. The releases set forth in paragraph 15 of the Approval and Vesting Order (the 

“Releases”) are recognized by this Court and given full force and effect in the United States.   

Transfer of the Purchased Assets Free and Clear 

11. Pursuant to sections 105(a), 363, 365, 1501, 1520, and 1521 of the Bankruptcy 

Code, on the Closing Date, all rights, title, and interest of the Debtors in the Purchased Assets shall 

be transferred and absolutely vest in the Buyer, without further instrument of transfer or 

assignment, and such transfer shall: (a) be a legal, valid, binding and effective transfer of the 

Purchased Assets to the Buyer; (b) vest the Buyer with all right, title and interest of the Debtors in 

the Purchased Assets, and (c) be free and clear of all Encumbrances, other than the Permitted 

Encumbrances.  

12. Pursuant to sections 105(a), 363(f), 365, 1501, 1520 and 1521 of the Bankruptcy 

Code, upon the closing of the Sale: (a) no holder of an Encumbrance shall interfere, and each and 

every holder of an Encumbrance is enjoined from interfering, with the Buyer’s rights and title to 

or use and enjoyment of the Purchased Assets; and (b) the sale of the Purchased Assets, the Asset 

Purchase Agreement, and any instruments contemplated thereby shall be enforceable against and 

binding upon, and not subject to rejection or avoidance by, the Debtors or any successor thereof. 

All Persons holding an Encumbrance are forever barred and enjoined from asserting such 

Encumbrance against the Purchased Assets, the Buyer or its Affiliates and their respective officers, 

directors, employees, managers, partners, members, financial advisors, attorneys, agents, and 
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representatives and their respective Affiliates, successors and assigns from and after closing of the 

Sale.  

13. Consistent with the Approval and Vesting Order, every federal, state, and local 

governmental agency or department is authorized to accept (and not impose any fee, charge, or tax 

in connection therewith) any and all documents and instruments necessary or appropriate to 

consummate the sale of the Purchased Assets to the Buyer and the Sale generally. Effective as of 

the closing date, the Approval and Vesting Order and this Order shall constitute for any and all 

purposes a full and complete general assignment, conveyance, and transfer of the Debtors’ interests 

in the Purchased Assets to the Buyer free and clear of all Encumbrances, other than the Permitted 

Encumbrances.  

14. This Order (a) shall be effective as a determination that, as of the Closing Date, all 

Encumbrances, other than the Permitted Encumbrances, have been unconditionally released, 

discharged and terminated as to the Buyer and the Purchased Assets, and that the conveyances and 

transfers described herein have been effected, and (b) is and shall be binding upon and govern the 

acts of all Persons, including all filing agents, filing officers, title agents, title companies, recorders 

of mortgages, recorders of deeds, registrars of deeds, administrative agencies, governmental 

departments, secretaries of state, federal and local officials and all other Persons who may be 

required by operation of law, the duties of their office, or contract, to accept, file, register or 

otherwise record or release any documents or instruments, or who may be required to report or 

insure any title or state of title in or to any lease; and each of the foregoing Persons is hereby 

authorized to accept for filing any and all of the documents and instruments necessary and 

appropriate to consummate the transactions contemplated by the Asset Purchase Agreement and 

effect the discharge of all Encumbrances other than the Permitted Encumbrances pursuant to this 
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Order and the Approval and Vesting Order and not impose any fee, charge, or tax in connection 

therewith.  

15. Consistent with the Approval and Vesting Order and based on the testimony 

provided at the hearing, the Buyer is not and shall not be deemed to: (a) be a legal successor, or 

otherwise be deemed a successor to any of the Debtors; (b) have, de facto or otherwise, merged 

with or into any or all Debtors; or (c) be a mere continuation or substantial continuation of any or 

all Debtors or the enterprise or operations of any or all Debtors. 

16. Consistent with the Approval and Vesting Order and based on the testimony 

provided at the hearing, the Sale, including the purchase of the Purchased Assets, is undertaken by 

the Buyer in good faith, as that term is used in section 363(m) of the Bankruptcy Code, and 

accordingly, the reversal or modification on appeal of the authorizations provided herein shall 

neither affect the validity of the Sale nor the transfer of the Purchased Assets, including the 

Assigned Agreements, to the Buyer free and clear of all Encumbrances, unless such authorization 

is duly stayed before the closing of the Sale pending such appeal.  

17. Consistent with the Approval and Vesting Order and based on the testimony 

provided at the hearing, neither the Debtors nor the Buyer has engaged in any conduct that would 

cause or permit the Asset Purchase Agreement to be avoided or costs and damages to be imposed 

under section 363(n) of the Bankruptcy Code.  

18. Notwithstanding the provisions of Bankruptcy Rules 6004(h) and 6006(d) or any 

applicable provisions of the Bankruptcy Rules or Local Rules, this Order shall not be stayed after 

the entry hereof, but shall be effective and enforceable immediately upon entry, and the fourteen 

(14) day stay provided in Bankruptcy Rules 6004(h) and 6006(d) is hereby expressly waived and 

shall not apply. The Debtors, the Buyer, and the Foreign Representative are not subject to any stay 
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in the implementation, enforcement or realization of the relief granted in this Order. For the 

avoidance of doubt, the Debtors, the Buyer, and the Foreign Representative may, in their discretion 

and without further delay, take any action and perform any act authorized under the Approval and 

Vesting Order or this Order.  

19. The terms and provisions of the Asset Purchase Agreement, the Approval and 

Vesting Order, and this Order shall be binding in all respects upon, and shall inure to the benefit 

of, the Debtors, the Buyer, the Foreign Representative, the Debtors’ creditors, and all other parties 

in interest, and any successors of the Debtors, the Buyer, the Foreign Representative, and the 

Debtors’ creditors, including any foreign representative(s) of the Debtors, trustee(s), examiner(s) 

or receiver(s) appointed in any proceeding, including without limitation any proceeding under any 

chapter of the Bankruptcy Code, the CCAA, or any other law, and all such terms and provisions 

shall likewise be binding on such foreign representative(s), trustee(s), examiner(s), or receiver(s) 

and shall not be subject to rejection or avoidance by the Debtors, their creditors, or any trustee(s), 

examiner(s) or receiver(s).  

20. Subject to the terms and conditions of the Approval and Vesting Order, the Asset 

Purchase Agreement and any related agreements, documents or other instruments, may be 

modified, amended or supplemented by the parties thereto, in a writing signed by each party, and 

in accordance with the terms thereof, without further order of the Court; provided that any such 

modification, amendment, or supplement does not materially change the terms of the Sale, the 

Asset Purchase Agreement or any related agreements, documents or other instruments and is 

otherwise in accordance with the terms of the Approval and Vesting Order.  

21. The provisions of this Order and the Asset Purchase Agreement are non-severable 

and mutually dependent. To the extent that there are any inconsistencies between the terms of this 
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Order and the Approval and Vesting Order, on the one hand, and the Asset Purchase Agreement, 

on the other, this Order and the Approval and Vesting Order shall govern.  

22. Nothing in this Order shall be deemed to waive, release, extinguish or estop the 

Debtors or the Foreign Representative from asserting, or otherwise impair or diminish, any right 

(including, without limitation, any right of recoupment), claim, cause of action, defense, offset or 

counterclaim in respect of any asset that is not a Purchased Asset. 

23. This Court shall retain jurisdiction with respect to any and all matters, claims, 

rights, or disputes arising from or related to the implementation or interpretation of this Order or 

the Approval and Vesting Order in the United States. 

 

J. KATE STICKLES 
UNITED STATES BANKRUPTCY JUDGE

Dated: July 18th, 2024 
Wilmington, Delaware
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OUPREME COukt 
Off DRITI5H coLumoiA 
VANcOitiVr ritoisTRY 

JUN 2 8 2024 
'ENTERED 

No, 5240195 
Vancouver Registry 

E SUPREME COURT OF BRITISH COLUMBIA 

IN THE MATTER OF THE COMPANIES' CREDITORS 
ARRANGEMENT ACT, RSC 1985, c C-36, as amended 

and 

IN THE MATTER OF NEXII BUILDING SOLUTIONS INC., 
NEXII CONSTRUCTION. INC, NBS IP INC., NEXII HOLDINGS INC., 4540514 

CANADA INC., 1061660 B.C. LTD., 0592286 B.C. LTD, 0713447 B.C. LTD, AND 0597783 
B.C. LTD. 

APPROVAL AND VESTING ORDER 

BEFORE THE HONOURABLE 
June 28, 2024 

JUSTICE STEPHENS 

PETITIONERS 

ON THE APPLICATION of KSV Restructuring Inc., in its capacity as the Court-appointed 
Monitor (in such capacity the "Monitor"), coming on for hearing at Vancouver, British 
Columbia, on the 28th day of June, 2024; AND ON HEARING from counsel of the Monitor, 
Michael Shakra and Andrew Froh, and those other counsel listed on Schedule "A" hereto, and 
no one else appearing although duly served; AND UPON READING, the material filed, 
including the Third Report of the Monitor dated June 24, 2024 (the "Third Report"); AND 
PURSUANT TO the Companies' Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended 
(the "CCAA"), the British Columbia Supreme Court Civil Rules, and the inherent jurisdiction of 
this Court; 

THIS COURT ORDERS AND DECLARES THAT: 

1. Capitalized terms used but not otherwise defined in this Order shall have the meaning 
given to them in the Asset Purchase Agreement dated June 21, 2024 between Nexii 
Building Solutions Inc., Nexii Construction Inc., NBS IP Inc. and Nexii Holdings Inc. (In 
such capacity, the "Vendors") and Nexiican Holdings Inc. (the "Purchaser") and Nexii, 
Inc. (together with the Purchaser and both in such capacity, the "Purchaser Parties"), a 
copy of which is attached hereto as Schedule "B" (the "Sale Agreement") and the Third 
Report of the Monitor, 
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2. The time for service of this Notice of Application and supporting materials is hereby 
abridged such that the Notice of Application is properly returnable today. 

APPROVAL AND VESTING 

3. The transactions (the "Transaction") contemplated by the Sale Agreement are 
commercially reasonable and are hereby approved, with such minor amendments as the 
Petitioners may deem necessary with the consent of the Purchaser Parties, the Monitor 
and the DIP Lenders. The execution of the Sale Agreement by the Vendors is hereby 
authorized, ratified, and approved and the Vendors are hereby authorized and directed to 
take such additional steps and execute such additional documents as may be necessary or 
desirable for the completion of the Transaction and for the conveyance to the Purchaser 
and any permitted assignees under the Sale-Agreement of the Purchased Assets. 

4. This Order shall constitute the only authorization required by the Vendors to proceed 
with the Transaction and no shareholder or other approvals shall be required in 
connection therewith. 

5. The Monitor is hereby authorized to take such additional steps in furtherance of its 
responsibilities under the Sale Agreement and this Order and shall not incur any liability 
in taking such steps. 

6. Upon the filing with this Court of the Monitor's Certificate substantially in the form 
attached hereto as Schedule "C" (the "Monitor's Certificate"), all of the Vendors' right, 
title and interest in and to the Purchased Assets described in the Sale Agreement shall 
vest absolutely in the Purchaser in fee simple in the manner set forth in the Sale 
Agreement, and except as otherwise specified herein, free and clear of and from any 
security interest, debenture, lien, Claim, charge, right of retention, trust, deemed trust, 
judgement, writ of seizure, writ of execution, notice of seizure, notice of execution, 
notice of sale, hypothec, reservation of ownership, pledge, encumbrance, assignment (as 
security), royalty interest, defect of title or adverse claim of any nature or kind, mortgage 
or right of a third party (including any contractual right, such as a purchase option, call or 
similar right of a third party in respect of securities, right of first refusal, right of first 
offer or any other pre-emptive contractual right) or encumbrance of any nature or kind 
whatsoever and any agreement, option or privilege (whether by law, contract or 
otherwise) capable of becoming any of the foregoing, (including any conditional sale or 
title retention agreement, or any capital or financing lease) (collectively, the "Claims") 
including, without limiting the generality of the foregoing: 

(a) any encumbrances or charges created by any Order of this Court in the 
Petitioners' CCAA proceeding commenced on January 11, 2024 (this "CCAA 
Proceeding"); 

(b) all charges, security interests or claims evidenced by registrations pursuant to the 
Personal Property Security Act of British Columbia, the Personal Property 
Security Act of Ontario or any other personal property registry system in any 
jurisdiction, including the United States; 
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(c) all claims in respect of, or relating to, any Taxes, apart from Transfer Taxes, 
owing by the Petitioners as at the Closing Date or any Taxes assessed or that 
could be assessed in respect of the Petitioners their business, property and assets; 
and 

(d) any other restrictions which may be applicable to the Purchased Assets, 

(all of which are collectively referred to as the "Encumbrances", which term shall not 
include the permitted encumbrances, easements and restrictive covenants listed in 
Schedule "D" hereto (the "Permitted Encumbrances")), and, for greater certainty, all 
of the Encumbrances affecting or relating to the Purchased Assets are hereby expunged 
and discharged as against the Purchased Assets. 

7. The Monitor may rely on written notice from the Vendors and the Purchaser Parties 
regarding the fulfilment of the conditions to Closing under the Sale Agreement and shall 
have no liability with respect to delivery of the Monitor's Certificate. 

8. For the purposes of determining the nature and priority of the Claims, the net proceeds 
from the sale of the Purchased Assets (the "Net Proceeds") shall stand in the place and 
stead of the Purchased Assets and, from and after the delivery of the Monitor's 
Certificate, all Claims and Encumbrances shall attach to the Net Proceeds with the same 
priority as they had with respect to the Purchased Assets immediately prior to the sale, as 
if the Purchased Assets had not been sold and remained in the possession or control of the 
person having had possession or control immediately prior to the sale. 

9. Pursuant to Section 7(3)(c) of the Canada Personal Information Protection and 
Electronic Documents Act, or Section 18(10)(o) of the Personal Information Protection 
Act of British Columbia, or any other personal privacy legislation of another province 
where applicable to the Vendors, the Vendors and the Monitor are hereby authorized and 
permitted to disclose and transfer to the Purchaser all human resources and payroll 
information in the company's records pertaining to the Vendors' past and current 
employees. The Purchaser shall maintain and protect the privacy of such information and 
shall be entitled to use the personal information provided to it in a manner, which is in all 
material respects identical to the prior use of such information, by the Vendors, 

10. Subject to the terms of the Sale Agreement, vacant possession of the Purchased Assets, 
shall be delivered by the Vendors to the Purchaser and any permitted assignees under the 
Sale Agreement at the Closing Time, subject to the Permitted Encumbrances. 

11. The Vendors, with the consent of the Purchaser Parties and the Monitor, shall be at 
liberty to extend the Closing Date to such later date according to the Sale Agreement 
without the necessity of a further Order of this Court. 
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12. Notwithstanding: 

(a) this CCAA Proceeding or the termination thereof., 

(b) any applications for a bankruptcy order in respect of any or all of the Petitioners 
or now or hereafter made pursuant to the Bankruptcy and Insolvency Act, R.S.C. 
1985, c. B-3 (the "BIA") and any bankruptcy order issued pursuant to any such 
applications; and 

(c) any assignment in bankruptcy made by or in respect of any or all of the 
Petitioners, 

the vesting of the Purchased Assets in the Purchaser and/or any permitted assignees under 
the Sale Agreement pursuant to this Order shall be binding on any trustee in bankruptcy 
that may be appointed in respect of the Petitioners and shall not be void or voidable by 
creditors of the Petitioners, nor shall it constitute or be deemed to be a transfer at 
undervalue, fraudulent preference, assignment, fraudulent conveyance or other 
reviewable transaction under the BIA or any other applicable federal or provincial 
legislation, or any similar legislation of a jurisdiction outside of Canada, nor shall it 
constitute oppressive or unfairly prejudicial conduct pursuant to any applicable federal or 
provincial legislation. 

ASSUMED CONTRACTS 

13, Except as expressly contemplated in the Sale Agreement and subject to the payment of 
any amounts required to be paid pursuant to Section 11.3 of the CCAA (or such other 
amount as agreed upon between the Purchaser or any permitted assignees under the Sale 
Agreement and the counterparty to the Assumed Contract), all Assumed Contracts will 
be and remain in full force and effect upon and following delivery of the Monitor's 
Certificate and completion of the Transaction, and no Person who is a party to an 
Assumed Contract may accelerate, terminate, rescind, refuse to perform or otherwise 
repudiate its obligations thereunder or enforce or exercise any right (including any right 
of set-off, dilution or other remedy) or make any demand under or in respect of any such 
arrangement, and no automatic termination or termination upon notice will have any 
validity or effect by reason of: 

(a) any event that occurred on or prior to the delivery of the Monitor's Certificate and 
is not continuing that would have entitled such Person to enforce those rights or 
remedies (including defaults or events of default arising as a result of the 
insolvency of the Petitioners or any of their affiliates); 

(b) the insolvency of the Petitioners or any of their affiliates, or the fact that the 
Petitioners or any affiliate of the Petitioners sought or obtained relief under the 
CCAA; 

(c) any compromises, releases, discharges, cancellations, transactions, arrangements, 
reorganizations, or other steps taken or effected pursuant to the Sale Agreement or 

Case 2:24-bk-06359-EPB    Doc 133-2    Filed 12/20/24    Entered 12/20/24 14:09:02 
Desc Exhibit B    Page 20 of 22

310



5 

to effect the Transaction, or the provisions of this Order, or of any other Order of 
this Court in this CCAA Proceeding; or 

(d) any transfer or assignment, or any change of control arising from the Sale 
Agreement or the Transaction or the provisions of this Order. 

14. . As of the Closing Time and subject to the payment of any amounts required to be paid 
pursuant to Section 11.3 of the CCAA (or such other amount as agreed upon between the 
Purchaser and the counterparty to the applicable Assumed Contract) all Persons shall be 
deemed to have waived any and all defaults of the Vendors then existing or previously 
committed by the Vendors, or caused by the Vendors, directly or indirectly, or non-
compliance with any covenant, warranty, representation, undertaking, positive or 
negative covenant, provision, condition, or obligation, express or implied, in any 
Assumed Contract arising directly or indirectly from the insolvency of the Petitioners and 
the extension of certain protections under the CCAA to the Vendors, the Sale Agreement 
or the Transaction, including, without limitation, any of the matters or events listed in 
paragraph 13 hereof and any and all notices of default and demands for payment or any 
step or proceeding taken or commenced in connection therewith under an Assumed 
Contract shall be deemed to have been rescinded and of no further force or effect. 

15. From and after the Closing Time, any and all Persons shall be and are hereby forever 
barred, estopped, stayed and enjoined from commencing, taking, applying for, or issuing 
or continuing any and all steps or proceedings, whether directly, derivatively or 
otherwise, and including, without limitation, administrative hearings and orders, 
declarations and assessments, commenced, taken, or proceeded with or that may be 
commenced, taken, or proceeded with against the Purchaser Parties relating in any way to 
the Excluded Assets, Excluded Liabilities, Excluded Contracts, any Encumbrances (other 
than Permitted Encumbrances), and any other claims, obligations, and other matters that 
are waived, released, expunged or discharged pursuant to this Order. 

GENERAL 

16. This Court requests the aid and recognition of other Canadian and foreign Courts, 
tribunals, regulatory or administrative bodies, to act in aid of and to be complementary of 
this Court in carrying out the terms of this Order where required. All courts, tribunals, 
regulatory and administrative bodies are hereby respectfully requested to make such 
orders and to provide such assistance to the Petitioners, the Vendors, the Purchasers, and 
the Monitor, as an officer of this Court, as may be necessary or desirable to give effect to 
this Order or to assist the Vendors, the Purchaser Parties, and the Monitor and their 
respective agents in carrying out the terms of this Order. 

17. The Petitioners, the Vendors, the Monitor, the Purchaser Parties and any permitted 
assignees under the Sale Agreement, or any other party, each have liberty to apply for 
such further and other directions or relief as may be necessary or desirable to give effect 
to this Order. 
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18. Endorsement of this Order by counsel appearing on this application, other than counsel 
for the Petitioners, is hereby dispensed with. 

19. This Order and all of its provisions are effective as of 12:01 a.m. local Vancouver Time 
on the Order Date (the "Order Effective Time"), 

THE FOLLOWING PARTIES APPROVE THE FORM OF THIS ORDER AND CONSENT 
TO EACH OF THE ORDERS, IF ANY, THAT ARE INDICATED ABOVE AS BEING BY 
CONSENT: 

Signatur 
❑ Party [Zi Lawyer for KSV Restructuring Inc. 

Bennett Jones LLP 
(Michael Shakra) 

BY THE COURT 

REGISTRAR 
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This is Exhibit “D” referred to in the Affidavit of Hayley 
Roberts, affirmed before me at Vancouver, Province 
of British Columbia, February lv^025.

Commissioner for Taking Affidavits for British 
Columbia
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Lewis Roca Rothgerber Christie LLP 
One South Church Avenue, Suite 2000 
Tucson, AZ  85701-1611 

Robert M. Charles, Jr. (State Bar No. 07359) 
Direct Dial: 520.629.4427 
Direct Fax: 520.622.3088 
Email: RCharles@lewisroca.com 
 
Katie Rios (State Bar No. 037110) 
Direct Dial: 602.262.5316 
Email: KRios@lewisroca.com  
 
Ken Coleman (pro hac vice) 
2628 Broadway 
New York, NY 10025 
Tel.  646.662.0138 
Email: ken@kencoleman.us 

Attorneys for KSV Restructuring Inc., as Monitor 

 

UNITED STATES BANKRUPTCY COURT 

DISTRICT OF ARIZONA 

In re: 

Elevation Gold Mining Corporation, et al. 

Debtor in a Foreign Proceeding. 

Chapter 15 

Case No. 2:24-bk-06359-EPB 

(Jointly Administered) 

Notice of Filing Oral Reasons For 
Judgment of the Canadian Court 

PLEASE TAKE NOTICE that the Oral Reasons For Judgment of The Honourable 

Madam Justice Fitzpatrick of the Supreme Court of British Columbia Vancouver Registry 

were released by the Canadian Court on December 20, 2024. A true and correct copy of is 

attached hereto as Exhibit E. 

DATED this 21st day of December, 2024. 
 
 LEWIS ROCA ROTHGERBER CHRISTIE LLP 

By: /s/ Robert M. Charles, Jr. 
Robert M. Charles, Jr. 
Katie Rios   

 
AND 

By: /s/ Ken Coleman 
Ken Coleman (pro hac vice)   

 
Attorneys for KSV Restructuring Inc. as Monitor 

  

Case 2:24-bk-06359-EPB    Doc 136    Filed 12/21/24    Entered 12/21/24 07:36:55    Desc
Main Document      Page 1 of 4

314



127034167.1 
 

 

 - 2 -   
  

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

  

  
O

ne
 S

ou
th

 C
hu

rc
h 

Av
en

ue
, 

Su
it

e 
20

00
 

Tu
cs

on
, 

AZ
  8

57
01

-1
61

1 
 

 

CERTIFICATE OF SERVICE 
 

I certify that on this 21st day of December, 2024, I electronically transmitted the 
attached document to the Clerk’s office using the CM/ECF System for filing and served 
through the Notice of Electronic Filing automatically generated by the Court’s facilities. 
 
ANTHONY W. AUSTIN on behalf of Debtor Elevation Gold Mining Corporation  
aaustin@fennemorelaw.com, gkbacon@fclaw.com  
 
ANTHONY W. AUSTIN on behalf of Debtor GOLDEN VERTEX CORP.  
aaustin@fennemorelaw.com, gkbacon@fclaw.com  
 
ROBERT J. BERENS on behalf of Creditor Trisura Guarantee Insurance Company  
rberens@smtdlaw.com, adelgado@smtdlaw.com  
 
ROBERT J. BERENS on behalf of Creditor Trisura Insurance Company  
rberens@smtdlaw.com, adelgado@smtdlaw.com  
 
BRADLEY A COSMAN on behalf of Creditor Maverix Metals Inc.  
BCosman@perkinscoie.com, 
kmcclure@perkinscoie.com,DocketPHX@perkinscoie.com,scarnall@perkinscoie.com  
 
Tyler Carlton on behalf of Defendant Alcmene Mining Inc.  
tcarlton@fennemorelaw.com, 
smcalister@fennemorelaw.com,ksanders@fennemorelaw.com  
 
Tyler Carlton on behalf of Defendant Eclipse Gold Mining Corporation  
tcarlton@fennemorelaw.com, 
smcalister@fennemorelaw.com,ksanders@fennemorelaw.com  
 
Tyler Carlton on behalf of Defendant Elevation Gold Mining Corporation  
tcarlton@fennemorelaw.com, 
smcalister@fennemorelaw.com,ksanders@fennemorelaw.com  
 
Tyler Carlton on behalf of Defendant GOLDEN VERTEX CORP.  
tcarlton@fennemorelaw.com, 
smcalister@fennemorelaw.com,ksanders@fennemorelaw.com  
 
Tyler Carlton on behalf of Defendant Golden Vertex (Idaho) Corp.  
tcarlton@fennemorelaw.com, 
smcalister@fennemorelaw.com,ksanders@fennemorelaw.com  
 
Tyler Carlton on behalf of Defendant Hercules Gold USA LLC  
tcarlton@fennemorelaw.com, 
smcalister@fennemorelaw.com,ksanders@fennemorelaw.com  

Case 2:24-bk-06359-EPB    Doc 136    Filed 12/21/24    Entered 12/21/24 07:36:55    Desc
Main Document      Page 2 of 4

315



127034167.1 
 

 

 - 3 -   
  

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

  

  
O

ne
 S

ou
th

 C
hu

rc
h 

Av
en

ue
, 

Su
it

e 
20

00
 

Tu
cs

on
, 

AZ
  8

57
01

-1
61

1 
 

 

 
JAMES GEORGE FLORENTINE on behalf of Creditor Nomad Royalty Company 
Limited  
jflorentine@swlaw.com, jthomes@swlaw.com,docket@swlaw.com  
 
JAMES GEORGE FLORENTINE on behalf of Creditor Nomad Royalty Company Ltd.  
jflorentine@swlaw.com, jthomes@swlaw.com,docket@swlaw.com  
 
JAMES GEORGE FLORENTINE on behalf of Plaintiff Nomad Royalty Company Ltd.  
jflorentine@swlaw.com, jthomes@swlaw.com,docket@swlaw.com  
 
Amir Gamliel on behalf of Creditor Maverix Metals Inc.  
agamliel@perkinscoie.com  
 
JOHN A. HARRIS on behalf of Creditor PATRIOT GOLD CORP.  
john.harris@quarles.com, sybil.aytch@quarles.com  
 
JOHN A. HARRIS on behalf of Plaintiff PATRIOT GOLD CORP.  
john.harris@quarles.com, sybil.aytch@quarles.com  
 
PAUL A LOUCKS on behalf of Creditor PATRIOT GOLD CORP.  
ploucks@dmyl.com  
 
ANTHONY F. PUSATERI on behalf of Creditor PATRIOT GOLD CORP.  
Anthony.Pusateri@quarles.com, sybil.aytch@quarles.com,dawn.mccombs@quarles.com  
 
Stacy Porche on behalf of Debtor Elevation Gold Mining Corporation  
sporche@fennemorelaw.com, lmarble@fennemorelaw.com  
 
Stacy Porche on behalf of Debtor GOLDEN VERTEX CORP.  
sporche@fennemorelaw.com, lmarble@fennemorelaw.com  
 
Stacy Porche on behalf of Defendant Eclipse Gold Mining Corporation  
sporche@fennemorelaw.com, lmarble@fennemorelaw.com  
 
Stacy Porche on behalf of Defendant Elevation Gold Mining Corporation  
sporche@fennemorelaw.com, lmarble@fennemorelaw.com  
 
Stacy Porche on behalf of Defendant GOLDEN VERTEX CORP.  
sporche@fennemorelaw.com, lmarble@fennemorelaw.com  
 
MICHAEL P. ROLLAND on behalf of Creditor Mohave Electric Cooperative, 
Incorporated  
mpr@eblawyers.com, jlc@eblawyers.com,acm@eblawyers.com  
 

Case 2:24-bk-06359-EPB    Doc 136    Filed 12/21/24    Entered 12/21/24 07:36:55    Desc
Main Document      Page 3 of 4

316



127034167.1 
 

 

 - 4 -   
  

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

  

  
O

ne
 S

ou
th

 C
hu

rc
h 

Av
en

ue
, 

Su
it

e 
20

00
 

Tu
cs

on
, 

AZ
  8

57
01

-1
61

1 
 

 

BRYCE A. SUZUKI on behalf of Creditor Nomad Royalty Company Limited  
bsuzuki@swlaw.com, docket@swlaw.com,pshanahan@swlaw.com  
 
BRYCE A. SUZUKI on behalf of Creditor Nomad Royalty Company Ltd.  
bsuzuki@swlaw.com, docket@swlaw.com,pshanahan@swlaw.com  
 
LARRY L. WATSON on behalf of U.S. Trustee U.S. TRUSTEE  
larry.watson@usdoj.gov, Christopher.stewart2@usdoj.gov,coleen.craig@usdoj.gov  
 
JEFFREY CHARLES WHITLEY on behalf of Creditor Hartmut Baitis  
jeff@whitleylegalgroup.com  
 
JEFFREY CHARLES WHITLEY on behalf of Creditor Larry Lackey  
jeff@whitleylegalgroup.com  
 
JEFFREY CHARLES WHITLEY on behalf of Creditor Robert B. Hawkins  
jeff@whitleylegalgroup.com  
 
 
 
  /s/ Renee L. Creswell     
Lewis Roca Rothgerber Christie LLP 

Case 2:24-bk-06359-EPB    Doc 136    Filed 12/21/24    Entered 12/21/24 07:36:55    Desc
Main Document      Page 4 of 4

317



IN THE SUPREME COURT OF BRITISH COLUMBIA 

Citation: Elevation Gold Mining Corporation (Re), 
 2024 BCSC 2354 

Date: 20241217 
Docket: S245121 

Registry: Vancouver 

In the Matter of the Companies’ Creditors Arrangement Act, R.S.C. 1985, 
c. C-36, as amended 

- and - 

In the Matter of the Business Corporations Act, S.B.C. 2002, c. 57, as amended 

- and - 

In the Matter of Elevation Gold Mining Corporation, Eclipse Gold Mining 
Corporation, Alcmene Mining Inc., Golden Vertex Corp., Golden Vertex (Idaho) 

Corp., and Hercules Gold USA, LLC 

Petitioners 

Before: The Honourable Madam Justice Fitzpatrick 

Oral Reasons for Judgment  

In Chambers 

Counsel for the Petitioners: A. Teasdale 
A. Bedi 

Counsel for the Monitor, KSV Restructuring 
Inc.: 

K. Jackson 

Counsel for Nomad Royalty 
Company Ltd.: 

T. Pinos 

Counsel for Patriot Gold Corp.: L. Williams 
A. Bowron  

Counsel for EG Acquisition LLC: R. Schwill 

Case 2:24-bk-06359-EPB    Doc 136-1    Filed 12/21/24    Entered 12/21/24 07:36:55 
Desc Exhibit E    Page 1 of 9

318



Elevation Gold Mining Corporation (Re) Page 2 

Counsel for Maverix Metals Inc. and 
Triple Flag Precious Metals Corp.: 

D. Bish 

The Attendee, by video conference:   H. Greenwood 

Place and Date of /Hearing: Vancouver, B.C. 
December 17, 2024  

Place and Date of Judgment: Vancouver, B.C. 
December 17, 2024  

  

Case 2:24-bk-06359-EPB    Doc 136-1    Filed 12/21/24    Entered 12/21/24 07:36:55 
Desc Exhibit E    Page 2 of 9

319



Elevation Gold Mining Corporation (Re) Page 3 

[1] THE COURT:  I am giving you very brief oral reasons today because I will not 

have time to give you written reasons that might be relevant to the anticipated 

application that is going to be made to the US Bankruptcy Court under Chapter 15, 

which believe is scheduled for December 23, 2024. 

Background 

[2] These are Companies' Creditors Arrangement Act [CCAA] proceedings. I 

have been the supervising judge in this matter since August 1, 2024, at the time I 

granted the initial order.   

[3] The petitioners are in the business of operating, either directly or indirectly, a 

mine in Arizona. The organizational chart indicates that Elevation Gold Mining 

Corporation (“Elevation”) is a BC company and it is the sole shareholder of the only 

operating company, being Golden Vertex Corp. (“GVC”), which is an Arizona 

company. GVC is the owner and operator of the Moss Mine in Arizona. The other 

companies in the petitioners’ group either have no assets or their assets have been 

since disposed of, such that those companies do not figure in this application.   

Sale Approval Application 

[4] The petitioners apply today for an approval and vesting order, pursuant to 

ss. 36 and 11 of the CCAA. Elevation's counsel has taken me through the 

substantial background in this matter.   

[5] I will first address the sales process. As Elevation’s counsel has indicated, 

there was a substantial sales and investment solicitation process for many years, 

even before the CCAA filing. In addition, on August 12, 2024, I granted the amended 

and restated initial order (“ARIO”) and also granted an order authorizing a sales and 

investment solicitation process (“SISP”) to be implemented. It is that SISP that has 

given rise to the current offer for which approval is sought, being an offer by EG 

Acquisition LLC (“EG”).   

[6] The essence of the sale is to allow EG to acquire Elevation’s shares in GVC.   
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Elevation Gold Mining Corporation (Re) Page 4 

[7] The matters undertaken within the SISP are set out in much detail in the 

application materials and also commented on by the Monitor. It is quite apparent to 

me that there has been a robust and complete SISP, both before and after the 

CCAA filing. As such, I am fully satisfied that the factors that are normally cited from 

Soundair support that there has been a fulsome and fair process.   

[8] The sale approval is brought by the petitioners and supported by the Monitor. 

The proposed sale has some unusual features. As above, it contemplates a transfer 

of Elevation’s shares in GVC. However, the unusual aspects bears the hallmarks of 

what is normally described as a transaction completed via a reverse vesting order 

(or “RVO”). Specifically, the proposed transactions requires that certain “Residual 

Liabilities” and “Residual Assets” (i.e., those that EG does not wish to have stay in 

GVC) will be transferred to Elevation. It is anticipated at the end of the day that the 

sale proceeds, in addition to the Residual Assets, will ultimately rest in Elevation to 

be distributed in accordance with the priorities that currently exist. 

[9] The priorities are fairly straightforward. Maverix appears to be the main 

secured creditor. As Maverix's counsel has noted, the Monitor has obtained a legal 

opinion confirming that the security is valid. There is no opinion, per se, with respect 

to priority; however, as noted by the Monitor's counsel, no other person or party has 

advanced a claim said to stand in priority to that of Maverix. As such, on the face of 

things, at least as of today, Maverix has a substantial secured claim against the 

assets of both Elevation and GVC in an amount of approximately $32.5 million. The 

proposed sale will not give to anything approaching that amount and therefore, as 

Maverix's counsel notes, his client will suffer a substantial shortfall.   

[10] Two parties object to the sale approval. Those parties are Patriot Gold Corp. 

and Nomad Royalty Company Ltd., both of which have attended earlier court 

hearings in this matter. As both companies assert the same position, I will refer to 

them collectively as “Patriot”. Patriot claims that they have been granted a royalty 

interest by GVC and they assert that they have an interest in the Arizona lands that 

stands in priority to Maverix's claim. Those positions have been previously stated 
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Elevation Gold Mining Corporation (Re) Page 5 

before this Court for some months now. The issue is currently before the US 

Bankruptcy Court for the District of Arizona for a determination of Patriot’s claims.   

[11] I will add at this point that, on August 27, 2024, the US Bankruptcy Court 

recognized these proceedings pursuant to Chapter 15 of the US Bankruptcy Code. 

These proceedings were recognized as a foreign main proceeding and the initial 

order and the ARIO were recognized in respect of recognition and enforcement of 

the initial order.   

[12] Nevertheless, Patriot asserts that this Court should defer the matter of the 

approval of the sale transaction to the US Bankruptcy Court. Elevation opposes such 

a result; similarly, the Monitor does not support that position.   

[13] Having considered the matter, I agree with the petitioners and the Monitor 

that it is appropriate that this Court consider the sale approval within these CCAA 

proceedings. As I have said, the asset that essentially is being transferred here is an 

asset held by the Canadian parent company. In addition, although the shares held in 

GVC are in a US company, I am told that the shares are physically in Canada and 

held by Maverix. All of these, and more, stand as significant factors upon which this 

Court would exercise its jurisdiction.   

[14] I see no reason at this time to defer that matter for consideration by the US 

court in the context of these proceedings.   

[15] Patriot's counsel also argues that there may be issues relating to the sale that 

might be considered by the US court. For example, counsel says that the US court 

may undertake a s. 363 analysis, which is the sale provision under the US 

Bankruptcy Code. Of course, I make no comment on whether the US court will 

undertake that type of analysis or any other type of analysis and what that outcome 

might be - that is within the jurisdiction and discretion of the US Bankruptcy Court – 

and will possibly be a consideration when the Monitor seeks to have this sale 

approval recognized and enforced within the Chapter 15 proceedings.   
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[16] Accordingly, I reject any effort on the part of Patriot to defer the matter to the 

US Bankruptcy Court.  

[17] I would add that it is significant that the EG sale agreement and the order that 

is sought specifically provide for Patriots’ claims to be determined by the US court. In 

that respect, I agree with the petitioners and the Monitor that this sale approval it is 

essentially without prejudice to the rights of Patriot to assert their claims in that 

forum and for the reasons that they have advanced.   

[18] This hearing has included much discussion about what are called “Patriot’s 

adversary claims.” Patriot’s counsel has referred me to the various claims that are 

advanced in its complaint. Those appear to go beyond simply a determination of the 

real property claims. In para. 12 of Patriot’s application response, counsel has set 

out alternate type of language which he says will preserve his client’s ability to 

advance those claims in the US. It is my understanding that the petitioners and the 

Monitor support the addition of this “without prejudice” language. I also agree that 

this wording should be added to the order.   

Releases 

[19] The other matter which has caused some controversy is with respect to the 

proposed releases, as contained in paras  13-15 of the draft order.  

[20] Paragraph 14 proposes releases of who I would describe as the usual CCAA 

participants, including the petitioner’s employees, legal counsel and advisors and the 

Monitor and its legal counsel. No objection is raised with respect to that relief. I am 

similarly satisfied that the scope of that relief is appropriate in light of the factors 

discussed in the well-known authorities, including Harte Gold Corp. (Re), 2022 

ONSC 653 at paras. 80-86, which have been applied in this Court.   

[21] Paragraph 15 proposes a release in favour of INFOR Financial Inc., the 

company providing the petitioners with financial services. Again, no objection was 

raised to that release and I am satisfied that this release is also appropriate.   
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[22] The dispute concerns the proposed releases set out in para. 13 of the draft 

order as it relates to the directors and officers. The scope of the release is stated to 

be: (i) the SISP before the commencement of these proceedings; (ii) the petitioners' 

decision to commence these proceedings; (iii) these proceedings or the 

administration and management of the petitioners during the course of these 

proceedings; (iv) the sale transaction; and (v) anything done pursuant to the terms of 

the sought after order.   

[23] Patriot’s objection relates to (iii) being the “administration and management of 

the petitioners during the course of these proceedings”. Patriot says that its 

adversary proceeding in the US essentially incorporates or could incorporate claims 

of conversion against the directors and officers under Arizona law, presumably with 

respect to amounts that are said to be owing to them.   

[24] Patriot says that this Court should not foreclose its ability to advance those 

claims against the directors and officers. The well-known case authorities with 

respect to granting of releases provide in part that the released claims must be 

rationally connected to the purpose of the restructuring, the parties being released 

must have contributed to the restructuring and the releases must be fair, reasonable 

and not overly broad.  

[25] As the petitioners' counsel notes, the release would not relate to any 

decisions or any actions by the directors and officers prior to the commencement of 

these CCAA proceedings. Therefore, to the extent that Patriot has any conversion 

claims with respect to that prior time frame, the release would not affect those 

claims.   

[26] Further, paragraph 13 expressly provides that the release would not affect 

any claim that is not permitted to be released pursuant to s. 5.1(2) of the CCAA. 

That provision refers to claims that are “based on allegations of misrepresentations 

made by directors to creditor or of wrongful or oppressive conduct”. The latter 

phrase – “wrongful conduct” could include tortious conduct as is alleged.   
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[27] There is the matter also of directors and officers insurance, as the Monitor’s 

counsel clarified in his submissions. I agree that there should be a carve out in the 

release of the directors and officers in respect of any claims that might be advanced 

against that insurance. 

[28] The crux of this issue is whether or not the directors and officers should be 

released by reason of any of their actions during the course of these proceedings 

that might, and I stress "might," conceivably be within the scope of Patriot’s claims 

within the adversary proceedings in the US Bankruptcy Court.   

[29] My answer to that question is “yes”, in that I conclude that such relief is 

appropriate. On this issue, I agree with the submissions of counsel for the petitioners 

and the Monitor. As the petitioners’ counsel points out, Patriot (and Nomad, I 

believe) have participated in this proceeding for some time, including from the 

hearing that led to the ARIO granted on August 12, 2024. At para. 10 of the ARIO, 

the petitioners were prohibited from making payments to creditors, which may have 

related to Patriot. In addition, para. 7 of the ARIO stated that the petitioners were 

entitled to pay certain expenses, including in relation to obligations incurred after the 

initial order. The directors and officers have obviously relied on the ARIO in terms of 

their actions in the course of these CCAA proceedings.   

[30] In addition, the directors and officers have, as noted by the Monitor's counsel, 

been keeping the petitioners’ ship afloat, so to speak, during this restructuring. That 

includes directing GVC’s limited operations, being the beneficiation operations, that 

were outlined in previous proceedings and in the fourth report of the monitor dated 

December 3rd, 2024. At page 25 of in its Fourth Report dated December 3, 2024, 

the Monitor states that it supports the releases sought in favour of the directors and 

officers. The Monitor states that the directors and officers have made significant 

contributions to the continued operations of the petitioners' business during these 

proceedings and that they were integral in terms of the SISP and the completion of 

the sale transaction, all of which has been to the benefit of all stakeholders.   
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[31] What I take from the Monitor’s comment is that the directors and officers have 

made substantial commitments to allow this proceeding to continue to the result that 

is presented to the Court today. They have done so on the basis that those efforts 

were implicitly, if not expressly, to benefit all stakeholders, which includes Patriot.   

[32] In my view, it is appropriate in all of those circumstances to provide for the 

releases sought in favour of the directors and officers.   

[33] I appreciate that an argument under s. 5.1(2) of the CCAA may still arise at 

some point in time, depending on the outcome of the US proceeding. If f there is an 

issue concerning whether or not any determination by the US court comes within 

s. 5.1(2), then that can be brought before the Court in this proceeding for a 

determination at that time.   

[34] Accordingly, with the above referenced amendments to the order, the sale 

approval order is granted. 

“Fitzpatrick J.” 
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UNITED STATES BANKRUPTCY COURT 

DISTRICT OF ARIZONA 

In re: 

Elevation Gold Mining Corporation, et al. 

Debtor in a Foreign Proceeding. 

Chapter 15 

Case No. 2:24-bk-06359-EPB 

(Jointly Administered) 

Notice of Filing Certified Transcript 
Of The Proceedings in Supreme 
Court of British Columbia Action No. 
S245121, Vancouver Registry on 
December 17, 2024 

PLEASE TAKE NOTICE that a true and correct copy of the certified transcript of 

the proceedings in Supreme Court of British Columbia Action No. S245121, Vancouver 

Registry on December 17, 2024 is attached hereto as Exhibit F. 

DATED this 21st day of December, 2024. 
 
 LEWIS ROCA ROTHGERBER CHRISTIE LLP 

By: /s/ Robert M. Charles, Jr. 
Robert M. Charles, Jr. 
Katie Rios   
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By: /s/ Ken Coleman 
Ken Coleman (pro hac vice)   

 
Attorneys for KSV Restructuring Inc. as Monitor 
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1

December 17, 2024
Vancouver, BC

(PROCEEDINGS COMMENCED)([10:03:20 AM])
(VIDEOCONFERENCE COMMENCES)([10:03:20 AM])
(MULTIPLE COUNSEL AND PARTIES APPEARING VIA 
VIDEOCONFERENCE)

 
THE CLERK:  In the Supreme Court of British Columbia at 

Vancouver this 17th day of December 2024.  In the 
matter of the Companies' Creditors Arrangement Act 
and Elevation Gold Mining Corp. and others, Madam 
Justice. 

THE COURT:  Yes. 

DISCUSSION RE INTRODUCTIONS:  

CNSL A. TEASDALE:  Good morning, Justice Fitzpatrick.  
Alexis Teasdale, T-e-a-s-d-a-l-e, first initial A, 
and with me is Mr. Bedi, B-e-d-i, first initial A. 

THE COURT:  Mr. Bedi.
CNSL A. TEASDALE:  We are counsel for the petitioners. 
THE COURT:  Sorry, could you give me the name again, 

please. 
CNSL A. TEASDALE:  Yes, it's B-e-d-i. 
THE COURT:  B-e-d-i, yeah. 
CNSL A. TEASDALE:  First initial A. 
THE COURT:  Okay, thank you.  For?  
CNSL A. TEASDALE:  For the petitioners. 
THE COURT:  Petitioners. 
CNSL A. TEASDALE:  Yes. 
THE COURT:  Thank you. 
CNSL A. TEASDALE:  Thank you very much. 
THE COURT:  Mr. Jackson. 
CNSL K. JACKSON:  Good morning, Justice.  It's Jackson, 

initial K, appearing for the monitor, KSV 
Restructuring Inc.  Bobby Kofman of the monitor 
is -- was going to be here in person, but his 
flight was delayed out of Toronto, and so he is 
available virtually, as is Ken Coleman, which is 
C-o-l-e-m-a-n.  He is US counsel for the monitor, 
so he's not appearing, but he is appearing 
virtually, at least, in case something comes up. 

THE COURT:  Yes, I see quite a few people on the video.  
Okay. 

CNSL K. JACKSON:  Indeed. 
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THE COURT:  Okay, thank you.  Mr. Williams?  
CNSL L. WILLIAMS:  Justice, Williams, first initial L.  

With me, Bowron, B-o-w-r-o-n, first initial A, 
counsel for Patriot Gold Corp. 

THE COURT:  Okay, thank you.  All right.  Do we have 
any other counsel appearing by video?  

CNSL D. BISH:  Good morning.  Yes, David Bish. 
THE COURT:  Hello, Mr. Bish. 
CNSL D. BISH:  Counsel for Triple Flag.  Triple Flag 

owns Maverix, which is the principal secured 
creditor in the case. 

THE COURT:  Okay.  All right.  Thank you. 
CNSL T. PINOS:  Good morning, Justice Fitzpatrick.  My 

name is Timothy Pinos, P-i-n-o-s.  I am 
representing Nomad Royalty Company Limited who own 
a royalty in the property to be conveyed, and 
we're aligned in interest with Patriot Gold, who 
just introduced themselves. 

THE COURT:  All right.  Are you a Canadian lawyer, 
Mr. Pinos?  I'm not familiar with you.  

CNSL T. PINOS:  Yes, I'm at Cassels in Toronto. 
THE COURT:  Oh, at Cassels.  Okay.  Thank you.  Sorry, 

I just didn't know who you were. 
CNSL T. PINOS:  No, I've not had the pleasure before, 

Madam Justice Fitzpatrick.  I do have a BC Bar 
number, though, so I'm not completely -- 

THE COURT:  Well, I'm not going -- 
CNSL T. PINOS:  I'm not completely from away. 
THE COURT:  Yes.  Well, I'm not going into that much 

detail.  
But Mr. Schwill, I see you on the line.  I 

know who you are. 
CNSL R. SCHWILL:  Yes, good morning, Justice 

Fitzpatrick.  I'm on for the purchaser, 
EG Acquisition LLC. 

THE COURT:  Okay, thank you.  And any other counsel? 
CNSL E. GIESE:  Yes, Your Honour.  My name is Erica 

Giese.  I'm not -- I have not appeared in this 
case.  I am American counsel, US counsel, for the 
Greenwood claimants, including Monroe Giese, 
Benjamin Giese and Mary Abell. 

THE COURT:  All right, well --
CNSL E. GIESE:  I'm observing.  I have not made an 

appearance. 
THE COURT:  Yeah, you're not appearing, then.  I just 

assume you're listening in, then; right?  
CNSL E. GIESE:  Yes, Your Honour.  I just want to make 

Case 2:24-bk-06359-EPB    Doc 137-1    Filed 12/21/24    Entered 12/21/24 13:21:17 
Desc Exhibit F    Page 6 of 108

337



1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47

Discussion re introductions
 

3

sure to respond. 
THE COURT:  Yes, all right.  Well, that's -- Mr. Clerk, 

we're not going to show Ms. Giese as having 
appeared. 

All right.  Any other counsel that are 
appearing, or party, if you are appearing?  No.  
All right.  Okay, Ms. Teasdale. 

CNSL A. TEASDALE:  Thank you, Justice Fitzpatrick.  
There may be some individuals on the line.  We did 
have a few of the royalty holders ask for the 
court information, and so we provided it to them.  
So if there's other people online that you see, 
that could be who it is. 

THE COURT:  Could you speak up a little.  
CNSL A. TEASDALE:  Yes. 
THE COURT:  I'm having trouble hearing you. 
CNSL A. TEASDALE:  Sorry.  Pardon me.  I just -- we 

provided the court information, like the Webex 
information, the some additional individual 
parties who are interested in these proceedings. 

THE COURT:  I see. 
CNSL A. TEASDALE:  And so they may be online if there 

is others there. 
THE COURT:  They're stakeholders, then; is that right?  
CNSL A. TEASDALE:  Correct.  That's right. 
THE COURT:  Okay. 
CNSL A. TEASDALE:  Royalty holders, most of them. 
THE COURT:  I see.  All right. 
CNSL A. TEASDALE:  Yes, thank you. 
THE COURT:  And they're on the service list, I assume.  

Is that right?  
CNSL A. TEASDALE:  They were served with notice of this 

application.  That's correct. 
THE COURT:  Okay.  So are there any other people that 

are on the line that intend to speak, I suppose, 
and if you do so -- or if you do intend to do 
that, would you identify yourself so we have your 
name on the record in terms of -- and your status, 
if I can put it that way. 

H. GREENWOOD:  This is Harris Greenwood.  Can you hear 
me?  

THE COURT:  Mr. Greenwood, Harris? 
H. GREENWOOD:  Yes, first name Harris, last name 

Greenwood. 
THE COURT:  Yes.
H. GREENWOOD:  I'm not sure I'm a speaker, but I'm here 

and I might have a short sentence or two.  But 
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Erica and Jennifer are going to speak a whole lot 
better than I do, so I defer to them mostly. 

THE COURT:  Well, I don't know who Jennifer is.  I know 
Ms. Giese is already --

H. GREENWOOD:  Yeah, Erica.  Yeah, I just got on.  I 
tried to get on an hour ago, but I couldn't.  Just 
finally they told me to phone back at another 
time, which I just did. 

THE COURT:  All right.  And Mr. Greenwood, is it -- 
Ms. Teasdale is suggesting that you're a royalty 
holder.  Is that right? 

H. GREENWOOD:  Yes, I'm a royalty holder, and I look 
after the patent [indiscernible] taxes, stuff like 
that, for about 30, 40 years, and my dad did it 
before me, and my grandmother before that, and my 
great-grandfather before that, going back to 1900. 

THE COURT:  I see.  All right.  Okay, thank you.  Well, 
we're just -- we're just taking appearances right 
now, and if you wish to speak later, then you'll 
have that opportunity.  All right? 

H. GREENWOOD:  If I do, I'll keep it really short. 
THE COURT:  Yes.
H. GREENWOOD:  Thank you so much. 
THE COURT:  Okay.  Thank you, Mr. Greenwood. 

All right, Ms. Teasdale. 
CNSL A. TEASDALE:  Thank you, Justice. 

SUBMISSIONS RE APPLICATIONS BY CNSL A. TEASDALE:

CNSL A. TEASDALE:  So I've handed Mr. Clerk a number of 
items for you.  We unfortunately do not yet have 
an appearance list.  That was inadvertently left 
at our office this morning on our way to court.  
We will provide it as soon as we have it. 

Mr. Clerk has provided a copy of the book of 
authorities for the court.  There are two 
application responses, one from Patriot and one 
from Nomad, which did not make it into the record 
because they were filed on Friday and Monday 
respectively -- or served, rather, on Friday and 
filed on Monday respectively, as well as an 
affidavit of Susan Danielsz -- I don't know how to 
say her last name.  I handed those up for you.  
And I've also handed up copies of the vetted 
orders. 

THE COURT:  M'mm-hmm. 
CNSL A. TEASDALE:  So there are two applications before 
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you this morning.  There's a first application for 
approval of a proposed transaction between 
Elevation Gold Mining corporation and 
EG Acquisition LLC by way of an approval and 
vesting order.  We are also, as part of that 
order, seeking third party releases. 

There's some ancillary relief related to our 
application for approval of the transaction, 
namely a sealing order in respect of the seventh 
confidential affidavit of Tim Swendseid, which 
includes an unredacted copy of the sale agreement 
and a summary of bids received. 

And we're also seeking a distribution order 
in connection with the application for approval of 
the sale. 

The second application -- 
THE COURT:  Isn't that three orders, or is there -- 
CNSL A. TEASDALE:  That's three.  That's correct. 
THE COURT:  So three orders. 
CNSL A. TEASDALE:  Approval and vesting order, 

distribution order and a sealing order. 
THE COURT:  M'mm-hmm. 
CNSL A. TEASDALE:  And then the second application 

we've brought today is for an order enhancing the 
monitor's powers, and we apologize that came a bit 
later, and that was due to the fact that the 
directors advised that they intended to resign.  
The directors of all the petitioners advised they 
intended to resign on closing of the transaction, 
which is scheduled to occur for the end of the 
month. 

THE COURT:  Just a moment.  If you're not speaking, 
would you please mute your phone.  I hear someone 
rattling dishes or something in the background, 
so -- like that. 

H. GREENWOOD:  I'll see what I can do.  Hold one sec. 
THE COURT:  Thank you, Mr. Greenwood.  Maybe you could 

do the breakfast dishes later.
H. GREENWOOD:  Yeah, we'll do the dishes later. 
THE COURT:  Okay.
H. GREENWOOD:  Thank you. 
THE COURT:  Thank you, Mr. Greenwood.  If you could 

mute your phone, then you could do whatever you 
like, but just make sure you monitor things in 
case I call on you at some point.

H. GREENWOOD:  I appreciate.  Thank you. 
THE COURT:  Okay.  Thank you, Mr. Greenwood. 
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All right.  So two applications, the panoply 
of orders that you just mentioned, 1, 2 and 3, and 
the second is the enhanced powers order. 

CNSL A. TEASDALE:  That's right, Justice. 
THE COURT:  Okay. 
CNSL A. TEASDALE:  The sale approval application is 

opposed by Patriot and Nomad, as is the 
distribution order, which is part of the sale 
approval application.  And in brief, their 
objections relate to this court's jurisdiction to 
hear the sale approval and vesting order, and also 
the scope of the releases sought as part of that 
order. 

In terms of how we proceed this morning, 
Mr. Bedi is going to start by speaking to service, 
and then he will speak to the sealing order first, 
and then I will speak to the sale approval 
application, and then Mr. Bedi will finish off 
with the enhanced powers -- or pardon me -- with 
the distribution order application, as well as the 
enhanced powers order. 

I'm just going to orient you briefly in terms 
of giving you a high-level overview of the 
transaction.  It's relevant to Mr. Bedi's 
submissions on service, so I just want to orient 
the court there first. 

So Elevation Gold and EG Acquisition entered 
into an agreement of purchase and sale on 
December 2nd, which is the agreement before you 
today.  That agreement contemplates, at a high 
level, the purchase by EG Acquisition of certain 
assets of Elevation Gold, including all issued and 
outstanding shares of Golden Vertex Corporation, 
which is one of its wholly-owned subsidiaries.  As 
part of that transaction, GVC will retain various 
assets and liabilities and certain residual assets 
and liabilities will be vested into Elevation 
Gold. 

The liabilities that GVC will retain as part 
of the sale include liabilities with respect to -- 

THE COURT:  Sorry, you say EG who?  
CNSL A. TEASDALE:  EG Acquisition LLC.  That's the 

purchaser. 
THE COURT:  Okay.  What do you call it?  Your acronym 

is EG?  
CNSL A. TEASDALE:  Acquisition. 
THE COURT:  Oh, just -- okay.  So that's the purchaser.  
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EG Acquisition LLC -- 
CNSL A. TEASDALE:  Yes. 
THE COURT:  -- is the purchaser. 
CNSL A. TEASDALE:  That's the purchaser, yes. 
THE COURT:  Okay.  So the idea is that they purchased 

the shares owned by Elevation Gold. 
CNSL A. TEASDALE:  In GVC. 
THE COURT:  In?  
CNSL A. TEASDALE:  Golden Vertex Corporation. 
THE COURT:  Golden -- 
CNSL A. TEASDALE:  Which -- pardon me. 
THE COURT:  That's -- Golden Vertex. 
CNSL A. TEASDALE:  I should have introduced my acronyms 

first. 
THE COURT:  Yes.  Yes, that's -- 
CNSL A. TEASDALE:  Yeah, I will be referring to them as 

Golden Vertex or GVC during these submissions. 
So the liabilities that GVC is going to 

retain as part of the sale, those include 
liabilities with respect to the post-closing 
operation of the Moss Mine, which is owned by GVC, 
and is located in Arizona.  And so that 
necessarily is going to include GVC retaining 
various contracts related to supplies, service and 
other operational matters. 

And so, given the commentary from Justice 
Walker in PaySlate about situations where 
contracts are assumed by a purchaser in a reverse 
vesting type of situation, and this order does 
have aspects to it that are similar to a reverse 
vesting order.  We and the monitor wanted to 
ensure that the counterparties to these contracts 
that are going to be retained have notice of the 
purchaser's intention to retain them and have the 
opportunity to object to the retention of their 
contracts, should they wish.  And this comes 
directly from Justice Walker's decision. 

And so we were in contact with the monitor 
about this, and we've determined that this would 
be reasonable in the circumstances to provide this 
additional notice to contract counterparties, and 
so we did that, and Mr. Bedi will speak to that. 

In addition, given the nature of the 
transaction -- 

THE COURT:  Those are counterparties to contracts with 
GVC. 

CNSL A. TEASDALE:  That's correct, yes. 
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THE COURT:  M'mm-hmm. 
CNSL A. TEASDALE:  And so finally, just given the 

nature of the transaction, which is essentially a 
sale of the shares of this entity and the 
retention and vesting of certain assets in and out 
of Golden Vertex Corporation, the petitioners 
served a broader service list than the one that's 
been maintained by the monitor to date, simply 
because this is a broad transaction, and it is 
sort of the final transaction of the piece, 
essentially, and so we wanted to provide ample 
notice to all creditors and interested parties. 

And so Mr. Bedi will now speak to service, 
and then he will speak about the -- about the 
sealing order as well.  

SUBMISSIONS RE SERVICE BY CNSL A. BEDI:

CNSL A. BEDI:  Good morning, Madam Justice Fitzpatrick. 
As Ms. Teasdale noted, there is two 

applications before you today, one for an approval 
and vesting order and other ancillary relief and 
an application for the enhanced powers order, as 
we called it. 

I'll first speak to service as it relates to 
the approval and vesting order application.  So on 
December 3rd, 2024, we sent a letter with a 
download link for the notice of application and 
the sixth affidavit of Tim Swendseid, sworn 
December 3rd, I believe, the a large service list. 

THE COURT:  What date was that again?  
CNSL A. BEDI:  Pardon?  
THE COURT:  What date was that again?  
CNSL A. BEDI:  That was December 3rd. 
THE COURT:  3rd, okay. 
CNSL A. BEDI:  Yes.  So this larger service list is 

contained at Exhibit A to the affidavit of 
delivery of Zandrhea de Guzman sworn 
December 12th, and also Exhibit A to the affidavit 
of delivery of Ms. Curran, Cindy Curran, sworn 
December 16th. 

The service list contained several parties.  
They contained -- 

THE COURT:  Where do I find these affidavits?  
CNSL A. BEDI:  I believe we have copies over here.  May 

I hand these up?  Yes, so Exhibit A in particular 
contains the larger service list. 
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THE COURT:  Exhibit A to what?  
CNSL A. BEDI:  Both of the affidavits.  To the 

affidavit of Zandrhea de Guzman, and to the 
affidavit of Cindy Curran. 

THE COURT:  Right, okay. 
CNSL A. BEDI:  They contain the letter as well in which 

the download links for the notice of application 
and the affidavit were contained.  Apologies.  
These are not tabbed.  

The service list as well, it contained 
parties who notified the monitor or the 
petitioners of their interest in the proceedings.  
It contained the secured creditors.  It contained 
unsecured creditors, contractual counterparties, 
convertible debenture holders and mineral burden 
claimants, or individuals or parties that claimed 
an interest in the lands. 

There were 129 parties in total.  We sent out 
23 couriers to various addresses, and the rest of 
the parties we served via email. 

THE COURT:  And these are all people that have claims 
against GVC; is that right?  

CNSL A. BEDI:  So they claim interest in various lands.  
So the Greenwood claimants, for example, many of 
whom are appearing today, they claim an interest 
in lands that are owned by GVC, I believe, and 
there are other claimants as well that we served.

THE COURT:  But they're all related to GVC; is that 
right?  

CNSL A. BEDI:  Yes, that's correct. 
THE COURT:  So they're counterparties to contracts with 

GVC, or they have direct claims against GVC, 
including against the lands.  Is that right?  

CNSL A. BEDI:  Yes, that's correct. 
THE COURT:  I mean, I do have some knowledge, as the 

supervising judge on this, is that Patriot and 
Nomad were claiming an interest in land under some 
set of royalty arrangements, as far as I recall. 

CNSL A. BEDI:  M'mm-hmm. 
THE COURT:  And that was to be resolved by the US 

court, as best I recall also. 
CNSL A. BEDI:  Yeah, that is correct.  There is 

applications in the United States as it is right 
now. 

THE COURT:  Oh, I see. 
CNSL A. BEDI:  And there's Charter 15 proceedings that 

are ongoing in respect of their interests. 
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THE COURT:  All right. 
CNSL A. BEDI:  To continue on.  So for three couriers 

in respect of the convertible debenture holders, 
the service letter was taped upon one of their 
doors; that's a Ms. Chantel Buse.  A service 
letter to Grace Kwok was accepted by Gary Kwok, 
who resides in the same residence, and Lawson 
Lundell was informed that David Spleet, who's a 
convertible debenture holder, no longer resided at 
the address we had for him. 

Additionally, we did receive email delivery 
failures for a few parties:  Ian Grundy of 
Sandstorm, Colonial Life Insurance, Just Refiners 
USA Inc., Laughin Bullhead Investments, Mohave 
County, Mary Carr Tilley, Frances Elyse Tibbi.  
Sandstorm in particular are represented today by 
Cassels.  Colonial Life, we served at a physical 
address via courier afterwards.  Just Refiners, 
Laughin and Mohave County, we sent couriers to, 
and Mary Carr Tilley and Frances Elyse Tibbi are 
Greenwood claimants, and we served them by courier 
as well. 

As of December 11th, I believe, the courier 
to Frances Elyse Tibbi left a notice on the door 
stating that a shipment was ready for pickup and a 
T. Tilley signed for Mary Carr Tilley. 

I'd like to quickly address PaySlate as well, 
and for the record -- 

THE COURT:  Well, what am I to take from these very 
large affidavits, Mr. Bedi?  

CNSL A. BEDI:  So what we want to demonstrate, 
essentially, is that we served as many parties as 
we could. 

THE COURT:  Yes. 
CNSL A. BEDI:  Just because these parties have been 

interested in land.  We wanted to make sure that 
we gave as many people notice of that application 
as possible.  A lot of these people may have their 
rights affected, and we wanted to give them the 
opportunity to read the materials and appear if 
they so wished. 

THE COURT:  All right.  But you're saying there are 
people that have not received the materials yet.  
Is that right?  

CNSL A. BEDI:  They've all received materials.  
Received email delivery notifications or failure 
notifications.  We then sent couriers out.  
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There's been letters posted to doors as well.  
There's, as I mentioned, over 120 parties that 
have been served, and the vast majority of which 
service was effective for. 

THE COURT:  The vast majority. 
CNSL A. BEDI:  Yes. 
THE COURT:  So who's not in the vast majority?  
CNSL A. BEDI:  So as I mentioned, Frances Elyse Tibbi 

had a notice left -- 
THE COURT:  Could you tell me where your referring to.  

These affidavits are very large, and you're 
rattling off a bunch of names, and it's difficult 
for me to understand what you're referring to. 

CNSL A. BEDI:  Fair enough.  My apologies.  Give me one 
moment.  

So if you look at page 29 of the affidavit of 
Zandrhea de Guzman, in particular paragraph 13. 

THE COURT:  29. 
CNSL A. BEDI:  So this refers to those two parties that 

I just mentioned.  Just above that on page 28 and 
29 as well, there's a list of other parties we 
served via courier. 

So essentially we sent out several couriers.  
We found out that -- well, sorry.  We sent out 
several emails, and paragraph 12 lists about six 
parties, the same parties that I mentioned.  We 
received email delivery failure notifications for 
those particular parties.  We then sent out 
couriers. 

At Exhibit I to this affidavit, there are 
proofs of delivery in respect of several of those 
parties.  For two of those parties, 
paragraph 13(a), the courier to Frances Elyse 
Tibbi left -- 

THE COURT:  Just a moment. 
Mr. Greenwood, I don't know if that's you 

again, but we can still hear you. 
H. GREENWOOD:  Okay.  I'm not sure what you're hearing.  

So I apologize if it was me. 
THE COURT:  Yes.  Just, again, if you could just mute 

your phone or whatever device you happen to be 
using, I think that would work.  Okay?  Hopefully 
that's done it. 

CNSL A. BEDI:  So as I was saying, paragraph 12 
contains a list of six parties, essentially, that 
we couldn't serve via email.  We sent out couriers 
to them.  Paragraph 13 talks about two of the 

Case 2:24-bk-06359-EPB    Doc 137-1    Filed 12/21/24    Entered 12/21/24 13:21:17 
Desc Exhibit F    Page 15 of 108

346



1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47

Submissions re service by Cnsl A. Bedi
 

12

parties.  They're agreement claimants.  Frances 
Elyse Tibbi, a notice was posted to her door, and 
a T. Tilley signed for Mary Carr Tilley.  So we're 
just going over service at this point, seeing who 
we delivered via courier, who we -- sorry -- who 
we served via courier, who we served via email, 
and what steps we took afterwards to make sure the 
people we couldn't deliver emails to were served 
via courier, essentially. 

THE COURT:  All right. 
CNSL A. BEDI:  To continue on, I'd like to address 

PaySlate as well.  So we served everybody here 
with the notice of application and the affidavit 
of Tim Swendseid, and it was parties on the 
service list, but we also, as Ms. Teasdale noted, 
sent out letters to various contractual 
counterparties as well. 

So for the record, the citation for PaySlate 
is 2023 BCSC 608.  It involved an application for 
a reverse vesting order.  Paysafe -- not 
PaySlate -- was a critical supplier and unsecured 
creditor, and they raised issue around service in 
that case.  They pointed out the service list did 
not have unsecured creditors.  This is at 
paragraph 58 of that case. 

Justice Walker noted that PaySlate did not 
serve counterparties to retained contracts with a 
copy of the notice of application.  They served 
counterparties to excluded contracts by email and, 
in many instances, it was generic emails. 

Justice Walker was concerned and stated in 
that case that service should have been effected 
on the counterparties to retained contracts.  We 
have tried to get -- 

THE COURT:  Have you provided me with a copy of that 
case?  If you're going to be referring to 
something, it would be much appreciated if you 
could hand it up so I can look at it.  I'm 
somewhat familiar with the PaySlate decision, but 
if you're going to refer to authorities -- and I 
just looked in your book of authorities; it's not 
there. 

CNSL A. BEDI:  My apologies.  I do not have a printed 
copy of PaySlate at this particular point.  

THE COURT:  So what am I to take from PaySlate?  As I 
recall, Justice Walker said that service was not 
effected, and he adjourned the matter so that that 
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could be done. 
CNSL A. BEDI:  Yes. 
THE COURT:  Is that right?  
CNSL A. BEDI:  That's what happened in that case, and 

his concern was basically counterparties to 
retained contracts, and what I wanted to 
demonstrate is, essentially, that we tried to get 
ahead of that concern and make sure that 
counterparties to retained contracts in this 
instance were provided notices. 

THE COURT:  All right.  And you say you've done that -- 
CNSL A. BEDI:  We have done that. 
THE COURT:  -- as evidenced in these two affidavits.  

Is that right?  
CNSL A. BEDI:  That is correct.  So in addition to 

serving the broader service list, we also sent 
notices to contractual counterparties.  We 
identified 38 contractual counterparties whose 
contract would be retained by the purchaser of 
GVC.  We prepared notices for each of them.  Those 
notices stated that their contracts would be 
retained.  They notified them of this hearing.  
They provided the notice of application, the sixth 
affidavit of Tim Swendseid and the monitor's 
report, and they informed them how they could 
object to their contracts being retained as well. 

All 38 of those notices were sent by email.  
These emails are contained at Exhibit D to the 
affidavit of delivery of Ms. Zandrhea de Guzman.  
That exhibit in particular contains the emails and 
the notices, which is why it's so lengthy. 

THE COURT:  Right.  And did any of them object?  
CNSL A. BEDI:  None of them have objected, to my 

knowledge. 
THE COURT:  No counterparties. 
CNSL A. TEASDALE:  Justice, the issue with that is that 

the notice provides that there is a date for 
objection, which is the date of the US approval 
hearing, which is not until December 23rd.  So we 
haven't heard from any of those contract 
counterparties.  The outside date for them to 
provide written notice for their objection is 
December 23rd. 

THE COURT:  Their objection to what?  To this 
application?  

CNSL A. TEASDALE:  No, their contracts being retained 
by the purchaser. 
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THE COURT:  Oh, I see.  So was that a matter that's 
being addressed by the US court?  

CNSL A. BEDI:  Well, there is a hearing in the US 
court, and there's a time by which these parties 
will have to give their objection, essentially, 
but we wanted to give them as much notice of this 
hearing and that hearing as well. 

THE COURT:  Okay.  So ... so the December 23rd deadline 
relates to their objection to a matter that's 
being addressed by the US court.  Is that right?  

CNSL A. TEASDALE:  No, that's not right. 
CNSL A. BEDI:  Oh, right. 
CNSL A. TEASDALE:  Justice Fitzpatrick. 
THE COURT:  You know, Ms. Teasdale and Mr. Bedi, this 

is very confusing as to what we're doing here 
today. 

CNSL A. TEASDALE:  Yes. 
THE COURT:  All of these service issues are, frankly, 

being addressed by you in a vacuum, in the sense 
that I have no idea what you're doing and why this 
service or nonservice has to do with anything, 
because I don't even understand what this 
transaction is.  

I have not had an opportunity -- 
CNSL A. TEASDALE:  Yes, and I will take you through the 

transaction -- 
THE COURT:  -- of going through this material in 

detail.  So without the context, it's not making a 
lot of sense to me. 

CNSL A. TEASDALE:  I will take you through the 
transaction in full, Justice.

THE COURT:  And I'd like to know a little bit more 
context so I know what the objections are that 
clearly are raised by Nomad and Patriot. 

CNSL A. TEASDALE:  Yes, I will -- 
THE COURT:  Because I understood that they -- as I said 

to Mr. Bedi, that they were claiming an interest 
in land.  That seemed to be a very live issue on 
previous applications. 

CNSL A. TEASDALE:  Yes. 
THE COURT:  And it's my understanding that that matter 

will be addressed by the US court.  So it's 
unclear to me how that folds into this in terms of 
what you're seeking and why they're objecting to 
it. 

CNSL A. TEASDALE:  Yes.  My apologies, Justice.
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DISCUSSION RE CONTRACTUAL COUNTERPARTY NOTICES:

CNSL A. TEASDALE:  So yes, Patriot and Nomad are 
objecting, and I will speak very specifically to 
their objections and our responses to those 
objections. 

Service was intended to be a brief discussion 
of the fact that we served a large service list, 
that all of those people were served, in one way 
or another, which Mr. Bedi has taken you through. 

The contractual counterparty notices, their 
objection to their contracts being retained is not 
a matter before the US court.  It is an 
opportunity for those parties to advise the 
purchaser, essentially, and the parties here 
today -- or at least the companies and monitor -- 
that they object to their contracts being retained 
so we can deal with that issue in a commercial 
sense in terms of the purchaser then understanding 
which of these contractual counterparties are 
saying, no, we didn't want you as our contractual 
counterparty, and we're not going to -- we're not 
going to continue our contract with you. 

THE COURT:  I thought that this was -- what you told me 
at the outset, this was a share purchase.  So if 
they're buying shares in GVC, then how is the 
counterparty changing at all?  Am I missing 
something?  

CNSL A. TEASDALE:  Well, ownership of -- 
THE COURT:  Or is there a change of control issue -- 
CNSL A. TEASDALE:  Yes. 
THE COURT:  -- in some of these contracts?  
CNSL A. TEASDALE:  Well, I don't know if that is the 

case, whether there's a change of control 
provision in the contracts. 

THE COURT:  Well, if you're buying shares -- 
CNSL A. TEASDALE:  Yes. 
THE COURT:  -- if this -- what's the name of this 

outfit?  
CNSL A. TEASDALE:  EG Acquisition LLC. 
THE COURT:  EG Acquisition -- I'm just going to call 

them Acquisition.  If they're buying the shares, 
then what is the counterparty issue, then -- 

CNSL A. TEASDALE:  Well, the issue is that -- 
THE COURT:  -- if the counterparties are not being 

changed?  They're still contracts with GVC; right?  
CNSL A. TEASDALE:  That's right.  But ownership of GVC 
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is changing. 
THE COURT:  Right. 
CNSL A. TEASDALE:  From its current owner, which is 

Elevation Gold. 
THE COURT:  Right. 
CNSL A. TEASDALE:  To EG Acquisition. 
THE COURT:  Right.  So wouldn't that only be relevant 

if there was a change of control provision in the 
contract that says if the -- 

CNSL A. TEASDALE:  Yes, that is likely the case. 
THE COURT:  -- ownership of GVC changes, then we don't 

want to be in a contract with you anymore. 
CNSL A. TEASDALE:  Right.  Then they have the 

opportunity to raise that at this point in time. 
THE COURT:  Well, raise it.  It's either in the 

contract or it's not. 
CNSL A. TEASDALE:  That's -- I mean, that is true.  I 

don't think there's any harm in us having served 
them or provided them notice of this and provided 
them the opportunity to object, in that, if they 
have an issue with it, they'll let us know. 

THE COURT:  Well, is some of the relief that you're 
seeking that if they don't object now, then they 
can't exercise their contractual rights in the 
future?  

CNSL A. TEASDALE:  No. 
THE COURT:  Is that what you're -- all right.  So what 

does it have to do with anything, then?  You're 
just trying to flush them out?  

CNSL A. TEASDALE:  Yes. 
CNSL K. JACKSON:  If I may, Justice, this is actually 

partly -- I take some responsibility for this, 
because I raised with Ms. Teasdale the PaySlate 
decision, which -- which was a reverse vesting 
order, so it was really a change of control issue 
in that case as well.  But Justice Walker wasn't 
focussed on change of control.  

I'm not -- I can't say exactly what was in 
Justice Walker's mind in that regard.  I suppose 
on a regular transaction, if there were contracts 
that you wanted, you'd have to assign them and 
apply to court to have them assigned, unless you 
could negotiate it. 

In that case, I guess, perhaps, Justice 
Walker considered that to be, if you're retaining 
a contract in an RVO, it's not much dissimilar 
from assigning a contract in a regular vesting 
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order.  And so it was a -- it's created in the 
practice this -- this perceived need to give 
notice to all these contractual counterparties, 
irrespective of whether there's a change of 
control provision in the agreement. 

THE COURT:  I see. 
CNSL K. JACKSON:  And so -- and so we do this as a 

matter of course now, and it's, as you may have 
gathered from Mr. Bedi's submissions, not an 
insignificant undertaking.  But I think it's 
conservative practice to do this now as a result 
of that decision, and I raised that with my friend 
and suggested it might be necessary, and so what 
we do know is that these contractual 
counterparties have received notice, and it was 
sent out -- sorry, you said the date, Mr. Bedi.  

CNSL A. BEDI:  Sent out -- 
CNSL K. JACKSON:  I'll come to it.  It's some -- 
CNSL A. BEDI:  December 3rd. 
CNSL K. JACKSON:  December 3rd?  
THE COURT:  December 3rd. 
CNSL K. JACKSON:  December 3rd, okay.  And so here we 

are, you know, 14 days later now, two weeks.  
We've heard nothing from any to suggest that they 
have any concerns with their contracts being 
retained. 

They may raise it subsequently.  It would 
be -- the first instance would be to address it 
commercially among the parties, including the 
purchaser.  The second instance, if it's a 
concern, I suppose, is there may be an explanation 
for relief to one court or another subsequently, 
based on the fact that this transaction has 
occurred and what the effect of it is.  But there 
is no relief sought today which would prejudice 
them in that regard. 

THE COURT:  So nothing is going to negatively affect 
these people, whether or not they've been flushed 
out or not. 

CNSL K. JACKSON:  Correct. 
THE COURT:  Is that fair to say?  
CNSL K. JACKSON:  Correct.  And so there's a bit of 

a -- there's a -- I think we've -- my point is, I 
think, and the reason I wanted it -- I wanted, and 
again, I take some responsibility -- I think it's 
addressed the PaySlate concern, so this court can 
take comfort for that. 
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What happens subsequently is not something 
this court is going to be pronouncing upon today. 

THE COURT:  I see.  Okay. 
CNSL K. JACKSON:  Hope that helps, Justice.  Sorry. 
THE COURT:  Yes, that's helpful.  Thank you. 
CNSL A. TEASDALE:  Thank you, Justice.  Thank you, 

Mr. Jackson. 
Well, I will now move on to -- Mr. Bedi was 

going to speak to the -- 
THE COURT:  Sealing order. 
CNSL A. TEASDALE:  -- sealing order.  Would that suit 

the court, or should I proceed with the main 
application?  

THE COURT:  Well, I think -- let's deal with the 
sealing order. 

CNSL A. TEASDALE:  Okay. 
THE COURT:  I usually like to deal with that at the 

outset so we know what exactly the record is. 
CNSL A. TEASDALE:  Yes. 
THE COURT:  Is there an objection to the sealing order?  
CNSL A. TEASDALE:  No.

SUBMISSIONS RE SEALING ORDER BY CNSL A. BEDI:  

THE COURT:  Okay.  All right, Mr. Bedi, I assume it's 
this envelope here that's embedded in my binder. 

CNSL A. BEDI:  I believe that is correct. 
So the form of sealing order is contained in 

schedule C of the notice of application.  The 
petitioners are requesting that one document to be 
sealed.  That is the seventh affidavit of Tim 
Swendseid sworn December 3rd, 2023.  They are 
requesting that it be sealed up until the expiry 
of 30 days after the filing of the monitor's 
certificate confirming the transaction under the 
sale agreement has closed. 

So I will go to the law quickly. 
THE COURT:  Well, I don't think you need to deal with 

Sherman Estate.  I'm very familiar with the 
authority. 

CNSL A. BEDI:  Okay.  So I'll just touch quickly on 
what is in the affidavit.  So exhibit A to the 
affidavit -- 

THE COURT:  Do you want me to look at this, then?  
CNSL A. BEDI:  Yes.  So Exhibit A to the affidavit 

contains an unredacted copy of the sale agreement 
at issue here.  It contains the purchase price.  
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It contains the deposit, and it contains the 
quantum of purchase price adjustments that may 
result from the determination of Patriot Gold and 
Nomad's interests as well. 

Exhibit B of this particular affidavit 
contains terms of competing bids.  

If this commercially sensitive information 
were closed, it would prejudice the petitioners' 
ability to negotiate another transaction, should 
the one between Elevation Gold and EG Acquisition 
not close. 

I would respectfully submit the disclosure of 
the information in this affidavit would pose a 
risk to the petitioners and their stakeholders, 
and the order sought is necessary to prevent this 
risk, and that the salutary effects of the sealing 
order outweigh any prejudice, and the sealing 
order should be granted. 

THE COURT:  Has a redacted copy of the sale agreement 
been attached to the materials?  

CNSL A. BEDI:  Yes, it is attached as Exhibit A to the 
affidavit of Tim Swendseid -- or the sixth 
affidavit of Tim Swendseid. 

THE COURT:  At tab 8. 
CNSL A. BEDI:  Yes.  And the only things that have been 

redacted from there are the purchase price, the 
deposit and the quantum. 

THE COURT:  Just hang on.  Hang on.  Just before you 
get to there, where are the redactions, then?  
What page?  

CNSL A. BEDI:  So the first redaction is on page 14 at 
section 2.2.1. 

THE COURT:  14, yes.  So the purchase price. 
CNSL A. BEDI:  Yes. 
THE COURT:  All right. 
CNSL A. BEDI:  The next one is a page over at 

section 2.2.3(a).  That's the deposit. 
THE COURT:  Yes.  Why has that been redacted?  
CNSL A. BEDI:  That's -- 
CNSL A. TEASDALE:  It gives an idea as to what the 

purchase price is.  If you look at the SISP and 
then you look at the -- 

THE COURT:  Oh, so there was a requirement for a 
percentage -- 

CNSL A. TEASDALE:  -- to work it backwards, yeah. 
THE COURT:  Yeah, all right. 
CNSL A. BEDI:  And the next redaction is on page 16 at 
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section 2.2.5. 
THE COURT:  Yes. 
CNSL A. BEDI:  It contains the purchase price 

adjustment in respect of Patriot and Nomad. 
THE COURT:  Is that it, then?  
CNSL A. BEDI:  That's everything. 
THE COURT:  Okay.  All right. 

Well, I am going to put this on a negative 
basis.  Does anyone -- if you agree with, or you 
don't object, to the sealing order, then you don't 
need to say anything.  I'll just hear from you if 
you oppose the granting of the sealing order. 

So I'll ask everyone in the courtroom first.  
Mr. Williams, anything on your end?  

CNSL L. WILLIAMS:  We don't oppose the granting of a 
sealing order generally. 

THE COURT:  Okay.  All right.  Is anyone on the video 
who's appearing -- do any of you object to the 
sealing order?  All right.  I am not hearing 
anything. 

ORDER RE SEALING OF AFFIDAVIT #7 OF TIMOTHY SWENDSEID:  

THE COURT:  Just briefly, then, this is an application 
by the petitioners under paragraph 1(b) of their 
notice of application dated December 3rd, 2024.  
The application is made in the context of a 
proposed sale approval application.  The affidavit 
sought to be sealed is the confidential 
affidavit #7 of Tim Swendseid sworn December 3rd, 
2024. 

The contents of the confidential affidavit 
include an unredacted copy of the sale agreement 
and also a document prepared by INFOR that 
summarizes the qualified bids received through the 
sales process. 

The relevant authority is Sherman Estate from 
the Supreme Court of Canada, which sets out the 
well-known test to grant such relief.  No 
stakeholder here opposes the relief, and in 
addition, I note that, by way of proportionality, 
the redacted copy of the sale agreement has been 
properly appended to the affidavit #6 of 
Mr. Swendseid, so the redactions appear to be 
limited in that respect. 

Overall, I am satisfied that the reasons for 
the sealing order are valid, in the sense that 
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they properly recognize the significant interests 
at stake in terms of the outcome if the sale 
approval is not granted or the sale does not close 
for any reason, given the harm that could be done 
with respect to any future process.  

I am also satisfied that the proposed 
duration of the sealing order, namely the expiry 
of 30 days after the filing of the monitor's 
certificate confirming the transaction under the 
sale agreement has closed, is also properly 
appropriate under the Sherman Estate test.  
Accordingly, the sealing order is granted on the 
terms sought.  

Do you have a form of order, Mr. Bedi, a 
vetted form of order?  

CNSL A. TEASDALE:  Yes, the vetted form of order is up 
with you.  Earlier we handed them up.  There's a 
package of four.  Thank you.  

THE COURT:  All right.  Ms. Teasdale, I've signed your 
order. 

CNSL A. TEASDALE:  Thank you very much. 
THE COURT:  Mr. Clerk will give that back to you, and 

just a moment.  I'll just get this.  And this goes 
in number 9.  

CNSL A. TEASDALE:  Thank you very much, Justice. 

SUBMISSIONS RE SALE APPROVAL BY CNSL A. TEASDALE:

CNSL A. TEASDALE:  I'm going to turn to the sale 
approval application in substance now. 

THE COURT:  Yes. 
CNSL A. TEASDALE:  So I'm going to start by outlining 

the sales process that resulted in the transaction 
just briefly, and then I'll speak to the details 
of the transaction itself. 

So an important detail for the purposes of 
this application is that the sales process 
completed in these proceedings was a continuation 
of a pre-filing process, and that was also 
preceded by earlier work done by the petitioners 
to solicit interest in an investment in their 
business or a purchase of their assets and 
business. 

So the petitioners have actually been 
undertaking sale and investment solicitation 
efforts with the assistance of professional 
investment banking firms since the late spring of 
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2022.  You may recall some of this from the 
initial order application. 

I'll briefly outline these efforts because 
they are, in my submission, relevant to the 
reasonableness of the process leading to the 
transaction today. 

The pre-filing sales efforts are described in 
the first affidavit of Tim Swendseid, sworn 
July 29th.  I'll just give you the reference; I 
won't take you there.  But that is at tab 7 of the 
record. 

THE COURT:  M'mm-hmm. 
CNSL A. TEASDALE:  And in particular, paragraphs 116 to 

128 outline those efforts.  They're also briefly 
mentioned in the sixth affidavit of Mr. Swendseid, 
but the first affidavit includes the relevant 
detail. 

And so briefly, Elevation Gold engaged Stifel 
Nicolaus Canada as a financial advisor in 
June 2022 -- that's at paragraph 121 -- to conduct 
a marketing process to solicit interest in a 
transaction involving Elevation or its 
subsidiaries, who are the petitioners.  The 
process was not successful, and that engagement 
expired in June of 2023. 

On August 9th, 2023, Elevation engaged INFOR 
Financial Inc. to implement a sale and investment 
solicitation process.  That is a reference to 
paragraphs 122 to 125 of that affidavit.  The 
process was structured to look for a broad range 
of transactions, including sale, restructuring, 
recapitalization or investment.  That's 
paragraph 122. 

INFOR identified 45 potential purchasers and 
investors by completing a screening of the market.  
That's a reference to paragraph 123.  And they 
then narrowed the list of interested parties from 
45 down to 36.  They reached out to those 36 
prospects with a teaser and a confidentiality 
agreement, and 14 of those parties signed 
confidentiality agreement. 

That was at or near the beginning of these 
proceedings that they were at that stage, and so 
the primary intention of these proceedings was to 
continue to engage with the interested parties who 
were identified in that pre-filing SISP and 
perhaps engage other parties who might be incited 
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to get interested by the start of the CCAA 
proceedings and a more formal sales process in 
these proceedings.  And those details are in 
paragraphs 124 and 125 of Mr. Swendseid's first 
affidavit. 

THE COURT:  Can you just remind me again about the 
corporate structure here. 

CNSL A. TEASDALE:  Yes. 
THE COURT:  I think there was an org chart at some 

point that I had. 
CNSL A. TEASDALE:  Yeah, there is an org chart in 

Mr. Swendseid's affidavit.  I'll just find the 
page for you, My Lady.  It is on page 4. 

THE COURT:  Of which affidavit?  
CNSL A. TEASDALE:  Of the first affidavit at tab 8.  

Oh, tab 7, pardon me.  Page 4, tab 7.
THE COURT:  Right.  So we've got the Golden Vertex -- 
CNSL A. TEASDALE:  So the two -- so if you look at the 

chart on the far right-hand side, there is a 
subsidiary, Eclipse Gold Mining Corporation.  
There are two subsidiaries below that.  Those two 
parties are no longer petitioners.  Those were 
sold, and that's addressed in -- 

THE COURT:  Alcmene or?  
CNSL A. TEASDALE:  Yeah, Alcmene Mining Inc. 
THE COURT:  And Hercules. 
CNSL A. TEASDALE:  And Hercules, yeah. 
THE COURT:  Those were sold?  
CNSL A. TEASDALE:  Those have been sold.  They were in 

a transaction that was under the threshold in the 
initial order. 

THE COURT:  I see. 
CNSL A. TEASDALE:  And so they were sold earlier in 

these proceedings, and so the remaining 
petitioners are just the four:  the Elevation Gold 
Mining corporation, the parent, and then the three 
subsidiaries. 

As I mentioned, Golden Vertex Corporation -- 
THE COURT:  The three subsidiaries; right?  
CNSL A. TEASDALE:  Yes, that's right.  Golden Vertex 

Corporation, or GVC, that's an Arizona 
corporation, and it holds the Moss Mine. 

THE COURT:  Oh, I see.  Is that the one we're talking 
about today?  

CNSL A. TEASDALE:  That's the one we're talking about 
today.  Golden Vertex Idaho Corporation has no 
assets.  It has some intercompany loans, but 
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nothing else.  And similar for Eclipse Gold Mining 
Corporation; it holds no assets.  It had the -- 
its assets were the shares of Alcmene, which in 
turn held the Hercules asset, and those were sold. 

THE COURT:  And then the assets of Elevation Gold, the 
BC company, are simply the shares in GVC.  Is 
that -- 

CNSL A. TEASDALE:  The shares, information.  There's 
also a licence, a storage agreement being -- 
sorry -- storage licence agreement being sold as 
well, but that is the entity whose assets are 
being sold here. 

THE COURT:  I see.  All right. 
CNSL A. TEASDALE:  So on August 12th, this court 

approved a sales, investment and solicitation 
process.  That was you, Justice. 

THE COURT:  Yeah. 
CNSL A. TEASDALE:  And authorized the petitioners to 

engage INFOR as their sales agent.  And so the 
SISP -- and this is all addressed in 
Mr. Swendseid's sixth affidavit.  That is at tab 8 
of the record. 

And so the SISP was divided into two phases.  
This is at page 3, paragraph 10 of that affidavit. 

THE COURT:  Tab 8, you said?  
CNSL A. TEASDALE:  That's tab 8, yes. 
THE COURT:  Yes.  What paragraph?  
CNSL A. TEASDALE:  Paragraph 10.  Page 3, paragraph 10. 
THE COURT:  Yes.  M'mm-hmm. 
CNSL A. TEASDALE:  And so that just sets out the phases 

of the SISP.  So phase 1 started with the SISP 
commencing on August 12th.  It ended with a 
nonbinding letter of intent deadline on 
September 13th.  The final bid process commenced 
shortly thereafter.  The final bid deadline was on 
October 18th, and the determination of the 
successful bidder was October 25th of this year. 

In terms of the process, briefly, INFOR 
prepared a teaser and circulated it to a group of 
47 interested parties, and the references to that 
are both at paragraph 1 is of the sixth 
Swendseid's affidavit, which is just at the bottom 
of page 3, and then that's also -- there's also 
reference to that in the monitor's second report 
at paragraph -- 

THE COURT:  And what exactly was being sold?  
CNSL A. TEASDALE:  What was being sold?  
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THE COURT:  M'mm-hmm. 
CNSL A. TEASDALE:  It was a very broad process.  So it 

was attracting any and all ranges -- any and all 
types of transactions. 

THE COURT:  Okay. 
CNSL A. TEASDALE:  It could have been the business; it 

could have been the shares; it could have been any 
set of -- any subset of assets. 

THE COURT:  Okay. 
CNSL A. TEASDALE:  It was a very broad -- very broad 

process. 
And so the -- by the letter of intent 

deadline, which was September 13th, the 
petitioners had received multiple letters of 
intent. 

They then -- the petitioners, with the 
assistance of INFOR and with the supervision of 
the monitor, engaged with those parties to help 
them with due diligence and work towards 
submitting a final bid. 

Two additional interest -- two additional 
parties, pardon me -- expressed interest in 
participating after the letter of intent deadline, 
and the petitioners, you know, sought the input of 
INFOR and obtained the support of the monitor and 
the primary secured creditor to approve those 
additional parties as qualified bidders, and they 
did that, and those parties were entered into the 
process. 

The final bid deadline, as I mentioned, was 
on October 18th, and multiple bids were received 
on that deadline, and the evidence for that is at 
paragraph 15 of Mr. Swendseid's affidavit.  The 
summary of those bids that were received is in the 
confidential seventh Swendseid affidavit, which 
you had looked at earlier, at Exhibit E. 

THE COURT:  I haven't looked at it yet, by the way. 
CNSL A. TEASDALE:  Yeah, and I won't disclose the 

details therein, but I will refer you to that. 
THE COURT:  Okay. 
CNSL A. TEASDALE:  And so the petitioners reviewed the 

bids received in consultation with INFOR, as the 
sales agent, and the monitor, and they determined 
that the bid from EQ [sic] Acquisition represented 
the best recovery for creditors and also, happily, 
provided for the continuation of the main business 
through GVC. 
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So since that time -- well, since the date on 
which the bid was selected, which was 
October 25th, the petitioners have worked with 
their counsel, US and Canadian, and INFOR under 
the monitor's oversight to negotiate a final 
agreement with the purchaser, which was executed 
on December 2nd and is now before you for 
approval. 

The outside closing date set out in the 
purchase -- or the agreement or purchase and sale 
is December 31st of this year, and we're working 
hard to prepare for a transaction, hopefully, on 
December 30th, of course pending the determination 
of this court and the US court of this application 
and the application for recognition set for 
December 23rd. 

So I'm going to get into the transaction 
structure, and so I'll refer to the redacted copy 
of the sale agreement, which is at Exhibit A of 
Mr. Swendseid's sixth affidavit at tab 8 of the 
record. 

So the first place I'll take you to is 
section 2.2 -- sorry -- 2.1.1, which outlines what 
the purchased assets are, and that is on page 12 
of the agreement of purchase and sale. 

THE COURT:  M'mm-hmm. 
CNSL A. TEASDALE:  And that's at the bottom of the 

page, and it identifies the purchase assets as the 
GVC shares, the business information of the 
seller, so that's books and record relating 
principally to GVC, but also any other business 
information of the seller. 

THE COURT:  Seller is Elevation?  
CNSL A. TEASDALE:  Elevation.  That's right.  Elevation 

Gold Mining Corporation.  So it's both on page 1 
and there's also a defined term. 

And then the third item listed is the assets 
of the seller specifically listed in schedule 
2.1.1(c).  I can advise that is just essentially a 
storage licence in the name of Elevation Gold to a 
space here in Vancouver. 

THE COURT:  So (b) the books and records; right?  
CNSL A. TEASDALE:  Yeah, that's correct.  Yeah, 

essentially. 
THE COURT:  Okay. 
CNSL A. TEASDALE:  So that's the first thing I want to 

take you to.  You'll see the next section is 
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excluded assets.  I won't take you through those 
in detail, but they're essentially identifying 
which of Elevation's assets are not being sold, 
and so that includes, as you'll see, things like 
the rights of the seller under the agreement, the 
ancillary agreements and the other transaction 
documents, records prepared in connection with the 
sale, you know, assets of the seller, other than 
the purchase assets, deposits of the seller held 
in trust, et cetera. 

So there's a various -- there's a list of 
things there.  If you have questions about my of 
them, I will do my best to address them. 

Section 2.1.3, so these -- the next couple of 
sections are important, because they explain what 
GVC is retaining once its shares have been 
purchased, what liabilities and what assets it is 
retaining and what liabilities and assets it is 
transferring to Elevation Gold through this 
transaction. 

And so I will walk you through that in a 
little bit of detail.  So essentially the idea is 
that the purchaser is going to buy the shares.  
It's going to end up owning GVC, and GVC has an 
operating gold mine.  And so it is agreeing 
that -- the purchaser is agreeing to retain 
certain of the liabilities associated with the 
operations of GVC.  

Other liabilities and assets, which we've 
called the GVC residual liabilities and the GVC 
residual assets, will, through the mechanism set 
out in the approval and vesting order, be 
transferred into the parent, Elevation Gold. 

So the important liabilities that GVC is 
going to retain, I wanted to walk you through, and 
I won't go through every category, but all 
liabilities in respect of the mineral tenures.  So 
that's a very broadly defined term.  That is a 
defined term in the agreement, and it's also very 
particularly set out in schedule 1.1(ggg) which is 
at page 40 of the agreement, and essentially what 
that is is it is mineral tenures, mineral claims, 
mining licences, mining leases.  Like, all of the 
sort of mining claim-type properties that GVC 
currently owns. 

And so you'll see schedule GGG is very 
lengthy.  It is approximately 38 pages long, and 
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it sets out in detail all of the different mining 
claims, patented mining claims, unpatented mining 
claims, et cetera, owned by GVC.  So that is one 
of the -- so all liabilities associated with those 
claims are being retained by GVC after closing. 

THE COURT:  M'mm-hmm. 
CNSL A. TEASDALE:  The next one that I want to point 

you to, and this is relevant to Mr. Greenwood, 
who's on the phone, and a number of the other 
individuals we served who are holders of a royalty 
which is known to GVC as the Greenwood royalty, or 
the Cali-Moss Royalty, and so that -- so the GVC 
will retain all liabilities in respect of those 
claims.  So they are not being affected by the 
transaction. 

THE COURT:  Greenwood. 
CNSL A. TEASDALE:  Greenwood.  That's right. 
THE COURT:  M'mm-hmm. 
CNSL A. TEASDALE:  And so that is particularly 

described in schedule 2.1.3, and in that schedule, 
you will see a lengthy list of individuals, 
including Mr. Harris Greenwood, who's on the 
phone, and a number of other individuals, and we 
did serve those individuals with notice of this 
claim, although they are unaffected.  We wanted 
them to understand. 

THE COURT:  Is that called the California Moss Royalty?  
CNSL A. TEASDALE:  That's right, yeah, page 84. 
THE COURT:  M'mm-hmm. 
CNSL A. TEASDALE:  So that's another group of 

liabilities being retained. 
Section -- back to the agreement on page 14.  

Section 2.1.3(d) indicates that all environmental 
liabilities, which is defined term, in relation to 
GVC, will be retained. 

And then, importantly, paragraph (e), all 
liabilities of GVC with respect to the 
post-closing operation of the business or 
ownership of the Moss Mine, those will also be 
retained, and that's where those contractual 
counterparties come in, is that, all liabilities 
that are their contracts are going to be retained 
by GVC on closing. 

And then also, importantly for today's 
application, subsections (f) and (g), also on 
page 14:  All liabilities of GVC under the Patriot 
agreement -- that is the agreement under which 
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Patriot claims its interest in land -- those will 
be retained, except to the extent that they are 
vested off or disclaimed pursuant to the approval 
and vesting order. 

And so I'll get to that mechanism in a 
minute.  That's in section 2.2.5 that addresses 
the adjustments.  But essentially what -- and 
there's a similar provision in (g) with respect to 
the Nomad royalty agreement under which they are 
claiming their interest in land.  

And so the purpose of these sections and the 
mechanism here is that, as you referenced earlier, 
there are -- there's a determination motion in 
respect of each of the Patriot and Nomad 
agreements that are currently being litigated 
before the US court. 

THE COURT:  M'mm-hmm. 
CNSL A. TEASDALE:  And the idea here is that these 

claims will remain unaffected by this agreement 
unless and until the US court makes a 
determination that they are not interests in land.  
If the US court makes that determination, then the 
approval and vesting order will work to vest those 
claims off -- expunge, discharge, invest those 
claims -- but only once the US court has made the 
determination that they are not interests in land. 

And so if the US court never makes that 
determination or the parties don't otherwise agree 
to some kind of settlement, then the purchaser is 
accepting the liabilities under those agreements.  
And so for the purposes of today's hearing, in my 
submission, those parties are not affected, 
because their claims will be determined later in a 
process before the US court. 

THE COURT:  Where does it say all of that in this 
agreement?  

CNSL A. TEASDALE:  That is in section 2.2.5. 
THE COURT:  What page, please?  
CNSL A. TEASDALE:  It is page 16.  
THE COURT:  60?  
CNSL A. TEASDALE:  16, one-six.  
THE COURT:  Oh, this is the purchase price adjustment 

that Mr. Bedi referred to?  
CNSL A. TEASDALE:  That's correct.  So you'll see 

2.2.5(a) references the motion brought in the 
Chapter 15 proceedings to determine the nature of 
Patriot's interest. 

Case 2:24-bk-06359-EPB    Doc 137-1    Filed 12/21/24    Entered 12/21/24 13:21:17 
Desc Exhibit F    Page 33 of 108

364



1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47

Submissions re sale approval by Cnsl A. Teasdale
30

THE COURT:  M'mm-hmm. 
CNSL A. TEASDALE:  And then section 2.2.5(b) deals with 

the Nomad agreement, same reference:  Motion 
brought in the United States, Chapter 15 
proceedings for determination of the Nomad 
agreement. 

And so the mechanism is the same for both, 
and it indicates that:

If an order is issued but the US court 
determining that the nature of Patriot's 
interest is a personal property interest, not 
an interest in any real property owned by 
GVC ... 

And that has to happen before June 30th.  Then the 
purchaser are pay an additional blank dollars to 
the seller.  That's with respect to Patriot.  The 
same mechanism is set out in 2.2.5(b) with respect 
to Nomad. 

And so that's where the agreement addresses 
that -- that concept.  It's also addressed when 
they talk about -- or pardon me.  It's also 
addressed in section -- sorry -- article 5, 
page 22, of this agreement for purchase and sale. 

THE COURT:  Yes.  M'mm-hmm. 
CNSL A. TEASDALE:  And it deals with the covenants of 

the parties, and in 5.1.2, it sets out the 
required terms of the approval and vesting order, 
and in particular those include, at 
paragraph (b) -- pardon me -- paragraph (c) and 
(d), in relation the to Nomad and Patriot claims, 
that when the Patriot determination order, if it 
happens, becomes a final order, the approval and 
vesting order has to deem all liabilities in 
respect of Patriot agreement to be GVC residual 
liabilities, so those are the types of liabilities 
that are going to be vested out into Elevation 
Gold, and vesting out, discharging and expunging 
any interest Patriot may have in the Moss Gold 
Mine or the retained assets, or the assets that 
GVC is holding on to at the end of this 
transaction. 

And the similar provision is in relation to 
the Nomad determination is at subparagraph 
5.1.2(d).  

THE COURT:  M'mm-hmm. 
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CNSL A. TEASDALE:  So then going back to page 14, as I 
explained, there are -- there's the concept of GVC 
residual liabilities and GVC residual assets, and 
those are dealt with in those sections. 

And so the GVC residual liabilities are 
essentially anything other than the retained 
liabilities described in the prior section, and as 
noted in that paragraph, GVC will be -- will not 
be responsible to pay, perform or otherwise 
discharge any obligations or liabilities in 
respect of those retained liabilities -- or 
sorry -- those residual liabilities. 

THE COURT:  What are the residual liabilities that are 
not going to be -- 

CNSL A. TEASDALE:  They're essentially anything except 
for the retained liabilities described in the 
prior section. 

THE COURT:  Okay, but what is that?  
CNSL A. TEASDALE:  Well, it would include -- 
THE COURT:  Would that include all the unsecured 

claims?  
CNSL A. TEASDALE:  Yes, essentially.  I mean, I 

shouldn't say that.  It would include -- well, it 
would include all the pre-filing claims, yes.  It 
won't include claims associated with the ongoing 
contracts and obligations of GVC.  It's broadly 
defined. 

And then the GVC residual assets, that is a 
defined term in the agreement, and that -- 
sorry -- is on page -- page 6, 1.1(oo) of the 
agreement.  It's the first definition on that 
page, and it's a defined group of assets.  So it's 
cash and cash equivalents and other amounts, bank 
deposits, moneys in possession of banks, et 
cetera, moneys in the possession of the monitor, 
any accounts receivable from refinery -- and I'll 
describe that in one second -- and any deposits of 
GVC held in trust accounts to secure the payment 
of professional fees, essentially. 

And so, just quickly, the accounts receivable 
from refinery, those are what it sounds like, 
accounts receivable from gold and silver 
refineries that are derived from GVC's gold or 
silver that is processed from ore that is received 
by the refinery before the closing date.  So 
essentially all the ore that is generated by the 
mine's operations up until the closing date is 
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going to be shipped to a refinery right before 
closing, hopefully the morning of closing, perhaps 
the day before, and any accounts receivable that 
are generated by that, whether it's processed 
before or after the closing date, are -- remain 
the property of -- sorry -- becomes GVC residual 
assets which get transferred into Elevation Gold, 
pursuant to the approval and vesting order. 

THE COURT:  So the aspects of the RVO type of 
transactions that you're talking of then, all of 
these residual liabilities and residual assets 
gets somehow transferred from GVC into Elevation 
Gold. 

CNSL A. TEASDALE:  That's right.  So very similar to an 
RVO structure, except for there's no ResidualCo.  
It's going to another one of the petitioners, as 
opposed to a separate entity that's been 
incorporated for the purposes of the transaction. 

So the transaction -- the other less 
interesting aspects of the transaction -- or 
perhaps less interesting -- the agreement of 
purchase and sale provides this is an 
as-is/where-is transaction, as would be typical in 
these circumstances.  That is at section 3.8 of 
the agreement. 

We briefly spoke to article 5 already, which 
is the covenants, and that includes the terms of 
the approval and vesting order, which I think are 
the key -- is the key aspect of those provisions. 

And paragraph 5.1.3 also notes that the 
seller shall, and shall cause GVC to, request from 
the US court a recognition order.  That's on 
page 23 in section 5.1.3, so that's contemplated 
here as well. 

And of course, section 5.1.1, which is on the 
prior page, acknowledges that there's an 
acknowledgment from the parties that the 
transaction is subject, of course, to this court's 
approval and the recognition of this court's 
approval by the US court. 

And then the other case I'll just touch on is 
at paragraph 5.1.2(b), also page 22, there's a 
discussion -- pardon me, that's not the -- oh, 
yeah, sorry.  What I wanted to mention is, just 
going back to section -- sorry, pardon me, 
My Lady.  Just one minute just to orient myself 
again here. 
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THE COURT:  Is this transaction supported by the 
monitor?  

CNSL K. JACKSON:  It is, Justice.  Yes. 
THE COURT:  It is?  
CNSL K. JACKSON:  Yes. 
THE COURT:  I'll tell you what, Ms. Teasdale.  It's 

time for the morning break, anyway.  Why don't you 
take the opportunity to -- 

CNSL A. TEASDALE:  Thanks. 
THE COURT:  -- find your focus for where you want to 

go. 
The other matter is timing.  This was set for 

two hours, and we're now past one hour, and I'm 
wondering what -- what's going to happen here.  I 
have a matter that's already scheduled for 
2 o'clock or 3 o'clock -- I'm not sure which -- 
but it's an hour -- said to be an hour. 

CNSL A. TEASDALE:  Yes, My Lady.  We are -- I mean, I'm 
in your hands.  I can try to speed it up.  I was 
trying to -- 

THE COURT:  Well, it may not be in my hands if I don't 
have enough time, is what I'm getting at. 

CNSL A. TEASDALE:  Right.  Yes.  I mean, I will do my 
best to speed it up as quickly as I can.  I did 
want to walk you through the transaction in some 
detail, because it is complex. 

THE COURT:  I'm not criticizing you in that respect.  
I'm just trying to figure out what the timeframe 
here is, which you still have not answered. 

CNSL A. TEASDALE:  Well, I mean, I would expect I will 
probably be -- if it's taken an hour to get to 
this point, I will probably be another hour with 
Mr. Bedi, along with the rest of our submissions, 
which is why I'm saying I will do my best to try 
and shorten that. 

THE COURT:  Yes.  Well, I know, but doing your best 
does not create more time for me, Ms. Teasdale. 

CNSL A. TEASDALE:  Understood. 
THE COURT:  Unfortunately, I can't imagine create 

something out of wool cloth here. 
CNSL A. TEASDALE:  Understood. 
THE COURT:  I'll tell you what.  Why don't we take the 

morning break.  Again, counsel can talk about what 
the timing of this is. 

CNSL A. TEASDALE:  Sure. 
THE COURT:  Because I have some amount of time this 

afternoon, and then I'm booked for the next three 
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days, and then I'm gone until the end of January.  
So this is -- 

CNSL A. TEASDALE:  Understood. 
THE COURT:  This is not good -- 
CNSL A. TEASDALE:  No. 
THE COURT:  -- if I can put it that way. 
CNSL A. TEASDALE:  I understand that, Justice.  Thank 

you. 
THE COURT:  All right.  Let's take the break, and then 

you can figure out what you're doing.  Thank you. 
THE CLERK:  Order in chambers.  This chambers are 

adjourned for morning recess. 

(PROCEEDINGS ADJOURNED FOR MORNING 
RECESS)([11:14:09 AM])
(PROCEEDINGS RECONVENED)([11:30:46 AM])  

THE COURT:  Ms. Teasdale. 
CNSL A. TEASDALE:  Thank you, Justice. 

So we took the opportunity to discuss amongst 
ourselves at the break, and I think you understand 
the transaction well enough at this point, 
obviously, subject to any questions. 

The order we are seeking today is a standard 
form of reverse vesting order that's granted by BC 
courts fairly regularly, and we very much 
understand and are driven by the urgency of 
getting this done today, and we understand your 
limited time, and thank you for your patience. 

So what my plan is now is to jump right into 
the issues raised by Patriot and Nomad, and 
hopefully we'll just engage with those right away.  
I understand that Patriot and Nomad are aligned in 
position, so that shouldn't be -- there should be 
duplication there. 

So I think, on that basis, I can be done in 
about half an hour.  I will do that. 

THE COURT:  M'mm-hmm. 
CNSL A. TEASDALE:  And I also understand -- and 

Mr. Williams can correct me if I'm wrong -- but I 
understand that Patriot and Nomad can live with 
the order, should this court accept that it has 
jurisdiction to grant it, which is one of the main 
issues that they've raised in their objection, 
subject to certain revisions to that order, and we 
just saw those at the break, and we're okay with 
them.  So -- 
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CNSL L. WILLIAMS:  Sorry, I rise just to clarify it is 
our position -- our prime position is not 
jurisdictional, but it is that the court ought not 
grant the order.  If the court decides to grant 
the order, we have additions we want made. 

THE COURT:  So it's not a jurisdictional issue; it's a 
discretion issue.  Is that correct?  

CNSL L. WILLIAMS:  Exactly. 
THE COURT:  Under section 11; is that correct, 

Mr. Williams?  
CNSL L. WILLIAMS:  Yes, and your ability to defer to 

the US court under the cross-border provisions. 
THE COURT:  Yes.  Well, I wouldn't expect there would 

be much issue with my ability to do that. 
CNSL L. WILLIAMS:  Yes. 
THE COURT:  It seems to me it's whether I would do 

that. 
CNSL L. WILLIAMS:  So my initial position is you ought 

not.  You ought to defer to the US.  If you decide 
to grant the order, here's what you ought to 
include. 

THE COURT:  I see.  Okay.  Thank you. 
CNSL A. TEASDALE:  All right.  Before I jump into that, 

I just want to briefly address a submission made 
earlier by Mr. Jackson about no counterparties 
objecting, which I also made that submission. 

Trisura is -- Trisura Guarantee Company -- 
it's a provider of certain reclamation bonds to 
Golden Vertex Corporation, and they were served 
with that notice.  Their counsel has indicated 
that they do object and indicated that earlier 
this morning, and so apologies for not stating 
that earlier, that they object to any contracts 
between Trisura and GVC being retained without 
Trisura's express agreement. 

I understand -- and counsel for Trisura 
indicated his understanding -- that both the 
purchaser and Trisura have been in discussions and 
are working towards that, that goal of having an 
agreement on what their relationship is going to 
look like post closing.  Trisura's confirmation 
that none of the bonds will be cancelled on the 
change of control is a condition precedent in the 
agreement as well, so that is something all 
parties are obviously committed to resolving 
before closing, or that they have to resolve in 
order for the transaction to close.  So I just 
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wanted to state that on the record. 
THE COURT:  Well, so is it correct to say, as you just 

told me earlier, that Trisura isn't affected by 
all of this?  Either their contracts are going to 
be retained in GVC, and then if they have any 
contractual rights in relation to those contracts, 
then those are preserved?  Is that correct?  

CNSL A. TEASDALE:  Well, not quite with Trisura.  
They're a little bit different, in what I 
understand, that Trisura and the purchaser are 
going to come to some kind of an agreement about 
that their relationship is going to be going 
forward. 

THE COURT:  Is that in the agreement?  
CNSL A. TEASDALE:  I can show you -- yes, it is 

under -- 
THE COURT:  So are they negatively affected, or is it 

subject to agreement?  
CNSL A. TEASDALE:  Well, if you approve the 

transaction, the closing of the transaction is 
subject to the confirmation from Trisura that is 
necessary to close the agreement. 

THE COURT:  Okay.  So they're not affected, then, 
unless they agree. 

CNSL A. TEASDALE:  Unless they agree.  So I wanted to 
just correct that on the record. 

So I'll get into Patriot and Nomad's 
objections now. 

THE COURT:  M'mm-hmm. 
CNSL A. TEASDALE:  So you have -- I did hand up copies 

of the filed application response from -- 
THE COURT:  Yes, I did look at them briefly over the 

break. 
CNSL A. TEASDALE:  Yes. 
THE COURT:  But I -- very briefly. 
CNSL A. TEASDALE:  So Patriot's is the substantive one, 

and then the one filed by Nomad essentially says, 
we adopt and adopt all the submissions made by 
Patriot. 

THE COURT:  M'mm-hmm. 
CNSL A. TEASDALE:  And so, in terms of the legal 

basis -- well I won't regurgitate their response.  
Essentially Patriot and Nomad assert that sale 
approval should be referred to and proceed before 
the US court.  In the alternative, they request 
that this court's order expressly state that none 
of the royalty -- you know, royalty interest 
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rights or related claims asserted by them are 
affected by the proposed sale, and that's the 
language I was referencing earlier that we saw at 
the break in terms of what they would want added 
to the order, should this court decide it should 
make the determination. 

In response to the first point, I submit the 
court can and should proceed with the sale 
approval today in granting the order sought.  I 
disagree with my friends' submission that this 
application is for approval of the sale of US 
assets and that the connection to Canada is 
tangential at best. 

First of all, I would submit that the time to 
raise the issue of the connection to Canada was at 
the initial order application or the comeback 
hearing.  Patriot had notice of both.  Nomad hat 
had notice of the comeback hearing, and certainly 
they should have raised it when Elevation sought a 
declaration in the United States that these 
proceedings were foreign main proceedings. 

Patriot has had notice of every application 
made in these proceedings. 

THE COURT:  That was granted, wasn't it, but the US 
court?  

CNSL A. TEASDALE:  Yes, it was. 
THE COURT:  Yeah. 
CNSL A. TEASDALE:  Yeah.  Patriot has had notice of 

every application made in these proceedings.  
They've appeared at most of them.  They have not 
filed responses to or opposed any of those 
applications, including for those for relief 
that's directly relevant to what we're seeking 
today.  In particular, neither Patriot nor Nomad 
opposed our application for the amended and 
restated initial order, which includes a 
determination that this court has jurisdiction 
over the petitioners, and they also didn't object 
in the Chapter 15 proceedings to recognition of 
the Canadian proceedings as foreign main 
proceedings. 

Patriot and Nomad received notice of the 
hearing leading to the SISP.  The SISP clearly 
contemplates sale approval by the Canadian court.  
Patriot and Nomad did not object to approval of 
the SISP.  Paragraph 36 of the SISP expressly 
states that the petitioners will apply for 
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approval of a winning bid in Canada followed by 
recognition from the US court. 

Secondly, the transaction we're seeking 
approval of, it's a sale of shares owned by a 
Canadian entity.  It's not a share subscription; 
it's an asset sale, the sale of shares.  The share 
certificates are presently located in Canada.  
They are held by Elevation, which is a Canadian 
company.  They are currently in the possession of 
GVC's senior secured lender, Maverix.  That is a 
Canadian entity.  And they are held pursuant to a 
pledge and security agreement governed by Canadian 
law. 

So there's a strong connection to Canada, and 
the assets are physically here in Canada, and they 
are owned by the Canadian company.  And so the 
simple answer, in my submission, is that this 
court must authorize the sale of the GVC shares by 
Elevation Gold, because Elevation Gold is a 
Canadian entity.  It is subject to the CCAA 
proceedings and the jurisdiction of this court, 
and section 36 of the CCAA requires that this 
court authorize the sale of assets outside the 
ordinary course of business.  So this court should 
certainly hear that application.  It has the 
jurisdiction to do it, and I submit it's proper to 
make the determination of whether the sale should 
be approved. 

I'm going to hand up a case to you.  It's the 
decision in Grant Forest Products.  So in this 
decision, the court considered the opposition to 
approval of a transaction by second lien lenders, 
who argued that the court did not have 
jurisdiction to approve a transaction that, in 
effect, conveyed real property assets located in 
the United States.  And the assets in question 
there included manufacturing facilities located in 
the United States, which were owned by one of the 
applicants, which is a US partnership. 

The sales process in Grant was a Canadian 
process, and it was approved by the Canadian 
court.  And the second lien lenders there argued 
that the Ontario court did not have jurisdiction 
to deal with the assets in the US that were the 
subject of the transaction and that those assets 
would have to be dealt with under Chapter 11 of 
the US Bankruptcy Code, and in particular, section 
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363. 
And so I just -- I'm just going to take you 

to a few paragraphs of the case that reflect the 
principles I want you to take away today.  
Paragraph 61 of the decision. 

THE COURT:  M'mm-hmm. 
CNSL A. TEASDALE:  The court says that to allow --:

To suggest, as does the submission of the 
SLL, that the entire transaction is flawed 
because the effect is a transfer of some 
assets in the United States without the sale 
process envisaged in section 363 of the U.S. 
Bankruptcy Code, would be a triumph of form 
over substance.

And so here I think that's the effect of my 
friend's response, which is, you know, talking 
about section 363.  Section 363 is, based on my 
understanding -- is grounded in similar principles 
to the test for sale approval here.  And so this 
court's determination of the appropriateness of 
the sale will have the same considerations as the 
court would in section 363. 

The other piece in the Grant decision that I 
wanted to refer you to is the court's indication 
that it is satisfied the court has jurisdiction to 
provide the relief requested, which is the -- 

THE COURT:  Where are you reading from?  
CNSL A. TEASDALE:  72.  Paragraph 72. 
THE COURT:  M'mm-hmm. 
CNSL A. TEASDALE:  The court says:

I am satisfied that this Court does have 
jurisdiction to provide the relief requested, 
which is the product of the marketing process 
that was not only approved by this Court, but 
not objected to by any party when it was 
initiated.

That's the same here.  And so the change of 
ownership of GVC -- pardon me.  The idea -- the 
court here is saying, like, it's a unified 
transaction.  It's not merely a device to sell US 
assets from Canada.  It's a unified transaction, 
each element of which is necessary and integral to 
its success -- that's paragraph 74 -- and it's a 
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Canadian process. 
And so the change of ownership of GVC is part 

of a unified transaction under the sale agreement.  
Each element of that sale agreement is necessary 
and integral to its success, and this is properly 
a Canadian process.  This transaction was arrived 
at pursuant to a sales process approved by this 
court and not approved -- or not opposed, pardon 
me -- by Patriot or Nomad. 

And then, in addition to all of that, there 
will be a recognition hearing in the Chapter 15 
proceedings, and if my friends are correct -- and 
I'm not conceding that they are -- that the 
Chapter 15 court has to apply the section 363 test 
in the recognition hearing for this order, then 
they'll have an opportunity to argue that on 
December 23rd before the US court. 

So I think that -- I mean, that essentially 
covers my submissions on that point.  I will note 
that, in my submission, the Nomad and Patriot are 
already unaffected by the order, and I'll address 
that briefly. 

So, pursuant to the approval and vesting 
order, GVC -- I guess I'll just take you there 
really quickly.  So that's at tab 1 of the 
application record, and it's schedule B, and 
section 6 is where I'm looking at, which is on 
page 5. 

THE COURT:  Sorry, you're going to have speak up.  I 
can't hear you. 

CNSL A. TEASDALE:  Sorry, it's page 5, section 6. 
THE COURT:  Of tab 1?  
CNSL A. TEASDALE:  Of tab 1, yes.  Tab 1, Exhibit -- 

sorry.  It is tab 1 -- 
THE COURT:  It's your notice of application is tab 1; 

right?  
CNSL A. TEASDALE:  Yes, that's right. 
THE COURT:  Page 5?  
CNSL A. TEASDALE:  No, schedule B. 
THE COURT:  B.  What is schedule B exactly?  
CNSL A. TEASDALE:  It's the approval and vesting order 

form. 
THE COURT:  Oh.  All right.  It's also at tab 2. 
CNSL A. TEASDALE:  Ah, pardon me.  Looking at page 6 -- 

or paragraph 6, page 5.  My apologies.  
THE COURT:  The vesting of assets and liabilities? 
CNSL A. TEASDALE:  That's right. 
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THE COURT:  Okay. 
CNSL A. TEASDALE:  So for paragraph 6(b):

GVC shall retain all of the GVC-retained 
liabilities. 

Paragraphs 6(c) and (d) essentially say that only 
if the US court determines that Patriot's interest 
is not an interest in real property, only then 
will the vesting order operate to vest out, 
expunge and discharge Patriot's interest in either 
the Moss Mine or the GVC-retained assets.  And 
that's the same paragraph 60 -- or pardon me -- 
paragraph 60 deals with that in relation to Nomad. 

Paragraph 6(h) provides that:

The nature of the GVC-retained assets and the 
GVC-retained liabilities, including their 
amount, their secured or unsecured status, et 
cetera, shall not be affected or altered 
as -- 

THE COURT:  Sorry, where are you reading from now?  
CNSL A. TEASDALE:  6(h). 
THE COURT:  (H). 
CNSL A. TEASDALE:  Page 6.  
THE COURT:  Yeah. 
CNSL A. TEASDALE:  So it provides that the nature of 

the retained assets and the retained liabilities, 
including amount and status, shall not be affected 
or altered as a result of the sale agreement or 
the steps taken in accordance with the order. 

THE COURT:  It's just it's going to be owed by 
Elevation Gold instead of GVC; isn't that right?  

CNSL A. TEASDALE:  That's right.  And any person with a 
valid claim or encumbrance against GVC or the 
GVC-retained assets will have an equivalent claim 
against Elevation.  That's 6(j). 

I'd also go over the page to paragraph 11. 
THE COURT:  Well, effectively, there's no assets left; 

isn't that right?  So that's really -- it's a 
typical RVO structure; right?  

CNSL A. TEASDALE:  It is a typical RVO structure. 
THE COURT:  You put it into a -- 
CNSL A. TEASDALE:  That's right. 
THE COURT:  -- ResidualCo or some other -- 
CNSL A. TEASDALE:  Yeah, although the interests claimed 
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by Patriot and Nomad are real property interests. 
THE COURT:  Yes. 
CNSL A. TEASDALE:  And so -- 
THE COURT:  What I'm just saying is that, to the extent 

they have an unsecured claim, or anyone else -- 
CNSL A. TEASDALE:  That's correct. 
THE COURT:  -- has an unsecured claim which is being -- 

not retained, but -- 
CNSL A. TEASDALE:  Yeah, vested out into Elevation. 
THE COURT:  -- transferred out, then it's like the 

typical RVO where it's put into a new subsidiary 
that doesn't own anything. 

CNSL A. TEASDALE:  Right.  Except for in this case that 
subsidiary will own the sale proceeds, the 
residual assets and various other property that it 
has, which is, admittedly, not much.  But there 
will be funds and property moving as well into 
Elevation Gold from GVC. 

THE COURT:  Well, the proceeds from the sale. 
CNSL A. TEASDALE:  The proceeds, and also you'll recall 

there's the GVC residual assets which are being 
moved into Elevation Gold, which includes cash in 
accounts, the refinery, accounts receivable, the 
other items that are being transferred.  So it's 
not just the sale proceeds. 

And then the distribution order that we are 
seeking also provides for parties who believe they 
have a priority claim to those proceeds or 
property, to make that claim before the monitor is 
able to distribute the funds. 

THE COURT:  Yes, but basically under your 
paragraph 7(j) -- or 6(j) -- or sorry, (h), 
6(h) -- is basically, whatever you have against 
GVC, it's maintaining the same status -- 

CNSL A. TEASDALE:  Yes. 
THE COURT:  -- in relation to Elevation Gold. 
CNSL A. TEASDALE:  Correct. 
THE COURT:  Is that right?  
CNSL A. TEASDALE:  That's right.  Unless their claim to 

a real property interest is determined in their 
favour, in which case that -- those claims will 
remain with GVC. 

THE COURT:  GVC, yes.  Okay. 
CNSL A. TEASDALE:  So on that basis, it's my submission 

that there's no merit to Patriot and Nomad's 
objections to approval of the sale transaction. 

So that's -- that covers one of the grounds, 
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very quickly, of their objection.  The other 
ground on which my friends object is with respect 
to the release of directors and officers, and this 
order does contain releases of directors and 
officers and other third parties.  So I can -- 
I'll just take you to those provisions of the 
approval and vesting order.  

So you're already there.  Paragraph 13 is 
where they start, on page 7.  And -- 

THE COURT:  Paragraph 13?  
CNSL A. TEASDALE:  Yes. 
THE COURT:  Okay.  M'mm-hmm. 
CNSL A. TEASDALE:  Yeah.  So paragraph 13 is the 

directors and officers release provision, and I'll 
come back to that in a minute.  I'll just quickly 
touch on 14 and 15.  Those are releases of the 
monitor, legal counsel, petitioners' employees, 
petitioners' legal counsel.  That's paragraph 14.  
And paragraph 15 is a release of the sale agent -- 
sales agent, INFOR.  I won't spend any time on 
those.  Those aren't being objected to.  They're 
very standard in terms of scope and what they 
protect -- or what they release, pardon me. 

THE COURT:  So it's just 13 that's -- 
CNSL A. TEASDALE:  So it's really 13 that's in issue.  

And so I just want to talk about the scope of that 
paragraph, the scope of the release, which we say 
is appropriately narrow.  That will just frame the 
discussion here. 

So looking at paragraph 13, the releases of 
the present and former directors and officers of 
the petitioners.  The reason we included the 
former directors is because some directors 
resigned during the pre-filing sales process, and 
that's relevant to the scope of the release in 
that it covers claims in five categories.  One is 
claims in connection with the pre-filing sale and 
investment solicitation processes; two, the 
decision to commence the CCAA proceedings; three, 
the proceedings themselves or the administration 
and management of the petitioners during the 
course of the proceedings, the transaction and 
then anything done in accordance with the approval 
and vesting order. 

THE COURT:  Is there D&O insurance?  
CNSL A. TEASDALE:  Yes, there is. 
THE COURT:  M'mm-hmm. 
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CNSL A. TEASDALE:  And so the releases of the directors 
and officers really are limited to things directly 
pertinent to these proceedings, including some 
things that occurred prior to filing, and so -- so 
I submit that that release is appropriately -- the 
release is appropriately narrow, and it has the 
monitor's support, that release language. 

And so turning to the claims of Patriot and 
Nomad.  Based on the operation response filed by 
Patriot and the -- the affidavit in support, those 
parties refer to their unproven allegations of 
conversion, referenced in their adversary 
proceedings, and they say that directors and 
officers may be liable for intentional torts, such 
as conversion, where they have direct involvement 
in tortious acts, and that any third party 
recipients of converted funds may also have 
liability to the royalty holders.  So those are 
very vague claims, and the directors and officers 
are not named in the adversary proceedings 
attached to the affidavit supporting the 
application response filed by Patriot, nor have 
Patriot or Nomad raised the prospect of any claims 
relating to conversion in these proceedings. 

So I'm just going to refer you very briefly 
to the Green Relief case, which is at tab 6 of our 
book of authorities. 

THE COURT:  M'mm-hmm. 
CNSL A. TEASDALE:  And at paragraph 30, three-zero, of 

that case, on page 7, the court says that one of 
the factors that a court should consider is its 
impression of the nature of the claim, and the 
relevant paragraph -- or the relevant section of 
that paragraph is at the very last sentence.  The 
court says:

The stronger a claim appears, the less likely 
a court may be to grant a release.  The 
thinner and more speculative a claim, the 
more likely a court may be to grant a 
release.

And so my submission this morning is that the 
claims of Nomad and Patriot fit into the category 
of thin and speculative. 

And so I submit that -- 
THE COURT:  Where do they refer to these claims?  I 
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don't really understand. 
CNSL A. TEASDALE:  It's in their -- the affidavit of 

Susan Danielsz, and so their claims are attached 
at Exhibits A -- that's Nomad's -- and Exhibit B. 

And so these are called adversary 
proceedings.  They're complaints filed in the 
Chapter 15 cases.  And probably the easiest thing 
to do is go to, just very briefly, the different 
counts on which they make their claims.  So page 7 
is the first count for declaratory relief. 

THE COURT:  M'mm-hmm. 
CNSL A. TEASDALE:  That their royalty is a real 

property interest. 
THE COURT:  M'mm-hmm. 
CNSL A. TEASDALE:  Count 2 is on the next page, claim 

for breach of contract.  Count 3 is on the next 
page, breach of implied covenant of good faith and 
fair dealing. 

THE COURT:  Where do they allege these breaches on the 
part of the directors?  

CNSL A. TEASDALE:  They don't. 
THE COURT:  Oh, okay. 
CNSL A. TEASDALE:  They -- it's in their application 

response. 
THE COURT:  All right.  So is it the same for Patriot, 

then, on Exhibit B?  Is there an allegation -- 
CNSL A. TEASDALE:  No, there's no allegation -- 
THE COURT:  -- that the directors -- 
CNSL A. TEASDALE:  -- against the directors, and you'll 

note that if you look on the -- in the style of 
cause, which is on the first page of Exhibit A and 
the first page of Exhibit B, that the directors 
are not named.  It's just the corporate entities. 

THE COURT:  All right.  Okay.  So where is it referred 
to, then, in this book?  

CNSL A. TEASDALE:  At page 5 of Patriot's application 
response. 

THE COURT:  M'mm-hmm. 
CNSL A. TEASDALE:  Paragraph 14.  And so, in the second 

sentence of that paragraph, they say:

In the Adversary Proceedings -- 

Which are the complaints we just were looking at. 

-- Patriot Gold and Nomad have alleged that, 
under Arizona law, directors and officers may 
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be liable for intentional torts, such as 
conversion ... 

Well, there's no allegation that I could see -- 
and Mr. Williams, I'm sure, will correct me if I'm 
wrong about that -- that directors and officers 
are liable or that they're being claimed as 
against in those proceedings.  So in my 
submission, there's no -- there's not even any 
allegations with respect to the directors' 
liability with respect to conversion.  There are 
allegations of conversion, but nothing with 
respect to the directors specifically. 

And so -- and then I would just point out as 
well that, even if there were claims, which I 
disagree with, the only part of the release in the 
approval and vesting order that could apply would 
be the -- so in paragraph 13(iii) -- 

THE COURT:  13(e) of what?  
CNSL A. TEASDALE:  Pardon me, of the approval and 

vesting order. 
THE COURT:  Oh. 
CNSL A. TEASDALE:  I'm just looking at the release.  
THE COURT:  Yeah. 
CNSL A. TEASDALE:  So 13(iii). 
THE COURT:  M'mm-hmm. 
CNSL A. TEASDALE:  

The directors are released from claims 
relating to these proceedings or the 
administration and management of the 
petitioners during the course of these 
proceedings. 

So, to the extent there are allegations against 
the directors relating to conversion, and that 
conversion occurred during these proceedings, that 
would be released.  But any conversion that 
occurred before the proceedings would not be 
released by this release, because the pre-filing 
claims only relate -- the pre-filing releases only 
relate to claims associated with the pre-filing 
sales process and the decision to enter into the 
CCAA proceedings.  So it's quite narrow, and so I 
think that's a relevant factor as well. 

And then the other thing I would point out is 
that the releases obviously, as is normal in these 
proceedings, they don't cover claims that can't be 
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released under section 5.1(2) of the CCAA, which 
includes claims based on allegations of wrongful 
or oppressive conduct by directors.  So to the 
extent that would cover the types of claims 
Patriot and Nomad are talking about, it would not 
be released, because it can't be. 

THE COURT:  What's the section number again?  
CNSL A. TEASDALE:  5.1(2), and that language is just at 

the very bottom of paragraph 13 of the approval 
and vesting order, where it references that:

Nothing in this paragraph shall waive, 
discharge, release, cancel or bar any claim 
for gross negligence, willful misconduct or 
any claim that is not permitted to be 
released pursuant to section 5.1(2). 

And so again -- 
THE COURT:  What's the wording of that section again?  

Can you just read that back to me again. 
CNSL A. TEASDALE:  Yes.  It is in my claim -- I wrote 

it down:

Claims based on allegations of wrongful or 
oppressive conduct by directors. 

So to the extent participation in -- 
THE COURT:  Tortious conduct would be -- 
CNSL A. TEASDALE:  -- an intentional tort.  Yeah.  

So on that basis, the releases would, at 
most, affect a very small portion of the 
speculative claims that Patriot and Nomad are 
making against the directors and officers, but, in 
my submission, those claims are so speculative 
that the court should take that into account in 
determining whether or not to grant the releases 
sought in this case. 

So, My Lady, those cover my submissions with 
respect to the objections, and so, subject to any 
questions you have about anything else in our 
applications, I think I'm content to sit down and 
let others take a crack. 

THE COURT:  All right.  Okay.  Thank you. 
CNSL A. TEASDALE:  Thank you.  
THE COURT:  All right.  Well, I think what I'll do is 

I'll hear from anyone that wishes to speak in 
support of the applications, although I suppose 
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we've only addressed -- Ms. Teasdale's only 
addressed the first application, which is the sale 
approval, and we haven't even addressed the 
distribution order or the enhanced powers order 
yet. 

CNSL A. TEASDALE:  No. 
THE COURT:  So just dealing with the sale approval 

order, does anyone wish to speak in support of 
that?  

CNSL D. BISH:  I do, if I could be allowed to speak. 
THE COURT:  Mr. Bish, is that you?  
CNSL D. BISH:  It is.  
THE COURT:  Okay, thank you.  

SUBMISSIONS RE SALE APPROVAL BY CNSL D. BISH:

CNSL D. BISH:  Good morning -- or I guess just about 
good afternoon, I guess. 

[Indiscernible].  I'll be brief, and 
hopefully brevity won't detract from the 
conviction with which my client holds its views. 

As I mentioned at the outset, I am counsel to 
Triple Flag and Maverix.  Maverix is the principal 
secured creditor.  It is owed about 32.5 million 
at the time these proceedings commenced.  That was 
in the application materials and, I believe, the 
monitor's pre-filing report.  The monitor has 
conducted a security review.  It has affirmed that 
Maverix has good and valid first security, and 
that's been in the monitor's reports.  That is not 
at issue.  And I think that's very important.  My 
client is the fulcrum creditor in this case, and 
it has the overwhelming majority of claims in this 
case. 

The claims of Patriot, the claims of Nomad, 
are very clearly subordinate to the claims of my 
client, save and except if they can establish that 
they have an independent ownership interest and 
not merely a debt claim, and that's a matter that 
has, as you've heard, been set aside for further 
determination. 

This transaction will result in a significant 
shortfall for Maverix.  If it could do better, if 
there was a better path or better option, Maverix 
would pursue it.  There isn't.  Maverix accepts 
that this is the best possible outcome in the 
circumstances, even though it leaves it with a 
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very substantial shortfall. 
This transaction preserves the business, and 

it generates a modest recovery.  Maverix commends 
company and the monitor for their approach to this 
case and to the SISP.  It's a complex situation, 
because it spans two countries, but the process 
has been fully and fairly conducted and, 
importantly, in an intelligent manner designed to 
preserve the business, while avoiding a frittering 
away from the modest sale proceeds here. 

Having read the objections and paid attention 
to what's going on and has been said by my friend 
for the company, much of this reads to Maverix as 
a collateral attack on this court's orders in 
these proceedings.  As was stated -- and I won't 
go over it at length -- this court has already 
accepted plenary jurisdiction under the CCAA.  The 
US court has already accepted ancillary 
jurisdiction under Chapter 15. 

Further, it was abundantly clear at the time 
the SISP was approved by this court that this 
process was being conducted before the Canadian 
court and was going to culminate in an approval 
hearing before this court.  Respectfully, this 
court ought not to approve a SISP and then cede 
jurisdiction to another court at the conclusion of 
that very process to let another court decide the 
outcome of that process. 

It's too late for Patriot and Nomad to come 
forward at this juncture and ask for the US court 
to essentially take plenary jurisdiction over the 
SISP and the sale approval process. 

As you've heard, they're not prejudiced 
because the discrete matters for determination 
before the US court have already been identified, 
carved out and are proceeding before the US court.  
They will have their day in court on those issues. 

I bear in mind that, again, as I read the 
objections and went through the materials of 
Supreme Court of Canada's words in the Peace River 
case.  In there the Supreme Court of Canada noted 
that the insolvency courts have authority to do 
not only what justice dictates, but also what 
practicality demands.  Those are often-repeated 
words in our world.  Peace River is certainly not 
the only instance of those words appearing.  They 
appear many times. 
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The company and the monitor in this case have 
been very mindful of the practicalities here, the 
limited value of the assets in question and the 
need for a fair, but practical, path to conclude 
this process in a way that sees the business 
survive and without squandering the modest 
proceeds that have resulted from the process. 

I fully understand that parties that are out 
of the money are never happy to be out of the 
money, and I understand that they have nothing to 
lose by obstructing, given that they're already 
out of the money, but we need to achieve two 
fundamental things:  We need to preserve the 
business in some form, and we need to avoid 
squandering all of the modest sale proceeds in 
litigation disputes and protracted fights. 

The SISP, as conducted by the company and the 
monitor, has achieved both of those critical 
objectives, and for that reason, Maverix supports 
the relief that they are seeking here today. 

Unless you have questions, those are my 
submissions. 

THE COURT:  All right.  Thank you, Mr. Bish.  
Mr. Schwill, I'm assuming you're also 

speaking in support?  
CNSL R. SCHWILL:  Yes, that is correct. 
THE COURT:  All right.  Anything to add beyond that?  
CNSL R. SCHWILL:  No.  I can only echo what Mr. Bish 

just ably said. 
THE COURT:  Okay, thank you.  

All right.  Anyone else wish to speak in 
support?  All right.  Now I'll hear the con side 
of it.  I don't know who wishes to speak first.  

CNSL L. WILLIAMS:  Probably makes sense for me, 
Justice.

SUBMISSIONS RE SALE APPROVAL BY CNSL L. WILLIAMS: 

CNSL L. WILLIAMS:  So Justice, as indicated, we're 
counsel for Patriot, and the basis of our 
objections are, in terms of the approval, as I 
indicated, that this court ought not exercise its 
jurisdiction to approve the sale, ought to refer 
it to the US court. 

In the alternative, if the court is inclined 
to grant it, it should make sure that there are 
certain clear terms, either in the order or in the 
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reasons, indicating that it is not seeking to 
limit in any way the US court's jurisdiction, and 
then oppose the releases. 

If you have our application response, which 
is one of the loose items handed up, it's probably 
the easiest to follow. 

THE COURT:  Yes, I do have that.  Thank you. 
CNSL L. WILLIAMS:  So the basis, as you're well aware, 

of the dispute with Patriot is that Patriot claims 
a royalty interest that is, A, an interest in 
land; B, does not form part of the estate under US 
law, so it's not an asset subject to the 
bankruptcy. 

Before I get into the details, I should say 
that in the Chapter 15, Judge Ballinger, of the US 
Bankruptcy Court, has carriage of these 
proceedings, and my understanding from US counsel 
is that he has asked that, to the extent 
objections are being raised in front of him, that 
they were also raised in front of the Canadian 
court, so that you're aware of them, so we don't 
have new objections coming.  So, while some of our 
objections may seem like US law matters, that is 
part of the reason, is to make sure that -- he 
wanted to make sure that this court is aware of 
them. 

THE COURT:  M'mm-hmm. 
CNSL L. WILLIAMS:  So you were taken to the claims that 

are referred to as the adversary proceedings at 
paragraph 5 of our response, but those are the 
claims of conversion, constructive trust, 
accounting, et cetera, and I don't profess to be 
an Arizona lawyer -- I don't think anybody here 
does -- but as set out in the legal basis of our 
application response, under Arizona law, directors 
and officers can be liable for conversion, and I 
don't think there's -- you know, we have no 
indication it's improperly pled; right?  It's how 
this works under Arizona law. 

THE COURT:  Well, you want to be paid your royalty; 
right?  

CNSL L. WILLIAMS:  We want to be paid our royalty, but 
to the extent there was conversion or -- of funds 
that should have been paid; right?  A bunch of 
royalty -- there was a bunch of production over 
the period of this proceeding. 

THE COURT:  Yeah. 

Case 2:24-bk-06359-EPB    Doc 137-1    Filed 12/21/24    Entered 12/21/24 13:21:17 
Desc Exhibit F    Page 55 of 108

386



1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47

Submissions re sale approval by Cnsl L. Williams
52

CNSL L. WILLIAMS:  And there is a clear allegation 
filed in the US proceeding -- so it's filed in 
this proceeding -- indicating accounting, 
constructive trust, conversion and other relief. 

THE COURT:  Yes, against the companies. 
CNSL L. WILLIAMS:  Yes, and -- but as we've indicated, 

and we've put in the relevant case and will be 
argued before the US court is, under Arizona law, 
that picks up directors and officers. 

THE COURT:  What?  For nonpayment of any moneys?  
CNSL L. WILLIAMS:  Conversion.  If they did -- 
THE COURT:  Well, conversion is theft, essentially; 

right?  
CNSL L. WILLIAMS:  Yes. 
THE COURT:  So nonpayment is not theft. 
CNSL L. WILLIAMS:  Right.  But -- 
THE COURT:  It's just nonpayment. 
CNSL L. WILLIAMS:  -- tortious conduct can pick up 

directors and officers under Arizona law. 
THE COURT:  All right. 
CNSL L. WILLIAMS:  And so that is going -- that is 

before the Arizona court. 
THE COURT:  No, it's not.  I've looked at -- well, 

Ms. Teasdale took me through your claim, and 
that's not alleged. 

CNSL L. WILLIAMS:  Conversion is alleged. 
THE COURT:  Yes, but not against the directors. 
CNSL L. WILLIAMS:  And that's the -- and we've cited 

the case from Arizona, but under Arizona law -- 
this is my understanding relayed to me from US 
counsel -- you don't have to plead it in the 
bankruptcy conversion application.  Directors and 
officers pick up the liability as a matter of law. 

THE COURT:  Well -- 
CNSL L. WILLIAMS:  So that's a defence to put forward, 

I guess, in the Arizona case, but our 
understanding is that's not -- it's not how you 
plead it.  There is a clear conversion claim made 
that the -- 

THE COURT:  Against the companies, yes. 
CNSL L. WILLIAMS:  Against the company, for which we 

say -- to be determined in the US -- directors and 
officers are liable.  So this isn't a "there's a 
claim out there somewhere that somebody may make 
in future about something against the directors 
and officers."  This isn't a skinny or a frivolous 
claim.  There is a clearly-defined claim filed in 
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the US proceedings. 
THE COURT:  Against the companies. 
CNSL L. WILLIAMS:  For which we say directors and 

officers are liable, yes. 
THE COURT:  Well, which is -- so it's out there.  I 

mean -- 
CNSL L. WILLIAMS:  It's out there. 
THE COURT:  I'm not being asked to change the law of 

Arizona, Mr. Williams. 
CNSL L. WILLIAMS:  No. 
THE COURT:  But the point is there's no claim, and then 

Ms. Teasdale also refers to section 5.2(1), or 
whatever it is, and releases, which appear to 
preserve your right to make claims with respect to 
tortious conduct -- wrongful conduct. 

CNSL L. WILLIAMS:  But it says "wrongful conduct."  The 
words don't line up.  If my friend is of the view 
that the conversion and other claims where 
directors and officers pick up liability is caught 
by that section, then carve out our -- what we 
call the adversary proceedings, carve that out of 
the release. 

THE COURT:  Well, that's -- but she's referred to it 
specifically at paragraph 13 of the relief. 

CNSL L. WILLIAMS:  Well, no, she's referred to section 
5.1(2) of the CCAA, which uses different words in 
a Canadian statute.  So do those words fully 
capture what, under Arizona, directors and 
officers are liable for?  I don't know, and you'd 
have to do a cross-border law analysis. 

But what I'm saying is, if my friend truly 
believes that release carves out this claim, then 
carve out the Patriot -- and I'm sure my friend 
for Nomad will say the Nomad -- proceedings from 
the release. 

THE COURT:  But there's no proceedings.  You haven't 
claimed against the directors and officers, so 
it's hard to carve out a claim when you haven't 
claimed it. 

CNSL L. WILLIAMS:  Well, the liability under directors 
and officers under those proceedings.  I mean, I 
don't profess to tell you -- 

THE COURT:  They're not pleadings against the 
directors.  I'll say it again. 

CNSL L. WILLIAMS:  Well, this isn't an Arizona court, 
and I'm not an Arizona lawyer. 

THE COURT:  Yes, I know, but I think -- well, all 
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right. 
CNSL L. WILLIAMS:  So in the US, it is the position 

that this has been properly pled as against the 
companies to pick up the directors and officers 
claimed as a matter of US law.  If that's wrong, 
the US court is going to deal with it. 

What you're being asked to do today under 
these releases is predetermine that the US court 
ought not look at that.  You're going to release 
the ability to go after the directors and officers 
for something that is extant before the US court.  
If the US court says you can't go after directors 
and officers, fine.  But you're being asked to 
predetermine something actively before the US 
court. 

THE COURT:  Well, but to the extent that it relates -- 
if such a claim exists -- and let's, for the sake 
of argument, say it doesn't affect your claim, to 
the extent that those claims existed prior to -- 
prior to July; right?  

CNSL L. WILLIAMS:  Yes, but the allegation in these 
claims is the conversion continued throughout the 
proceeding.  That's why it's been filed in the US 
bankruptcy proceeding.  So the allegation is the 
directors and officers have continued to 
participate in conversion. 

THE COURT:  All right.  
CNSL L. WILLIAMS:  So that matter remains extant.  

Going to the approval, and when we talk about 
the foreign mains, et cetera, I think it's 
important to delineate, first of all, this court 
doesn't determine whether it's a foreign main; 
right?  This court determines whether it's got 
jurisdiction under the CCAA, which is a much lower 
bar of simply there are business and assets in 
Canada. 

THE COURT:  Yes, but the US court has recognized this 
as a foreign main proceeding. 

CNSL L. WILLIAMS:  Yes, and think that under Chapter 15 
of the US Bankruptcy Code, which, very similar to 
part 4 of the CCAA, entitles certain relief, which 
is essentially a stay of proceedings and a 
blocking on sale of assets. 

THE COURT:  M'mm-hmm. 
CNSL L. WILLIAMS:  It does not automatically entitle 

this court -- or obligate the US court to 
recognize orders for sales and, in fact, 
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section -- Chapter 15 of the US Bankruptcy Code 
specifically preserves the obligation of the US 
court to conduct a full analysis under section 363 
of the bankruptcy code to deal with assets in the 
territorial jurisdiction of the US. 

THE COURT:  Right. 
CNSL L. WILLIAMS:  So here we're dealing with a US mine 

subject to US contracts, shares in a US company. 
THE COURT:  M'mm-hmm. 
CNSL L. WILLIAMS:  And accordingly, it is going to have 

to go through a full analysis, as it would under a 
Chapter 11, in the US court. 

THE COURT:  M'mm-hmm. 
CNSL L. WILLIAMS:  So our primary position is that this 

is different than, for example, Grant Forest 
Products, where you have an integrated sale 
process.  Grant Forest Products is distinguishable 
for a host of reasons, including that Canada 
hadn't adopted the model law under it.  It's not a 
model law decision. 

But when we look at it, it was a sale of 
cross-border assets, and that's what this court is 
used to, selling businesses that are -- some of 
the assets are in Canada, some are in the US.  If 
this court is the main proceeding, it approves it.  
It goes to the US, it goes through the analysis, 
it gets recognized there. 

Here, in our submission, the assets are US 
assets.  It is a US company.  This is a sale of a 
US mine.  The stakeholders are in the US.  Their 
contracts are covered by US law. 

THE COURT:  It's a sale of shares, not a US mine.  The 
mine is not being sold. 

CNSL L. WILLIAMS:  Well, it's a reverse vesting order, 
so yes, technically it's shares of the US company 
being sold with a whole bunch of relief in 
relation to the US assets. 

THE COURT:  M'mm-hmm. 
CNSL L. WILLIAMS:  If this were truly a share sale, 

there would be no objection, because the US 
company would be keeping all of its obligations 
and everything would continue as is.  This is a 
reverse vesting order, so yes, technically that 
moves it from an asset sale to a share sale, 
because we all know a reverse vesting order is 
really an asset sale dressed up another way to 
effect the benefits of an RVO.  So I would submit 
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the share component is a minor component of an RVO 
transaction. 

The -- so our primary submission, you ought 
not, and the SISP -- while the SISP may have 
contemplated -- and, as we noted at the hearing of 
the SISP, we'd just been retained -- contemplated 
a sale of, as my friend put it, kind of anything:  
investments, otherwise.  It might have included 
the Canadian PubCo, might have included some of 
the other subsidiaries.  There was no kind of 
limit on what the SISP was out looking for. 

The SISP has returned a sale of one entity, 
one asset.  It's the US asset.  It's the Moss 
Mine.  And we say, while the SISP contemplated -- 

THE COURT:  It's not the mine.  It's the shares. 
CNSL L. WILLIAMS:  It is technically the shares.  It is 

really an asset sale of the mine, in our 
submission.  But fine, it's the shares of a US 
company.  The fact that it has been so limited, 
while the court has the ability, our submission is 
you ought not exercise your jurisdiction.  You 
ought to say, this is a -- really a US sale; it 
ought to go to the US. 

THE COURT:  So what are you saying is limited?  
CNSL L. WILLIAMS:  The assets are limited.  These are 

just -- we're just dealing with US assets.  We're 
not dealing with -- 

THE COURT:  Oh, I see. 
CNSL L. WILLIAMS:  -- an integrated, cross-border 

business, which would have been the case if 
somebody came and bought the parent. 

THE COURT:  M'mm-hmm. 
CNSL L. WILLIAMS:  To the extent that the court is 

inclined to grant the order, we've set out at 
paragraph 12 what we would ask be included, either 
in the order or the reasons for the order:  that 
the royalty interests, rights and related claims 
held by Patriot Gold -- and I assume Nomad is 
going to go the same thing -- against the 
petitioners are not affected.  Instead, they'll be 
determined by the Chapter 15 court or the other US 
courts, as applicable, and that nothing in this 
court 's order seeks to predetermine what are 
properly matters before the US court, including, 
without limitation, the subject of the adversary 
proceedings. 

I don't think my friend objects to that.  I 
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think that's essentially what they've argued 
there.  We don't think it's as clearly there as 
they've indicated. 

THE COURT:  M'mm-hmm. 
CNSL L. WILLIAMS:  But, were the court to grant it, we 

ask that that be clearly there so that the US 
court can take comfort that nothing has sought to 
usurp or limit its jurisdiction to fully review 
the sale under its applicable law. 

The releases, I touched on.  As I indicated, 
we have an active claim, which we say -- whether 
it's pled properly is a matter of US law.  The 
releases ask you to predetermine what is actively 
before the Chapter 15 court.  We say that should 
be determined on its merits. 

THE COURT:  What should be determined on its merits?  
CNSL L. WILLIAMS:  The claims -- the adversary 

proceedings, as they're called, the tortious 
action, et cetera. 

THE COURT:  Yes.  Well, I don't think that's -- there's 
no objection to that, but that's not pled. 

CNSL L. WILLIAMS:  Well, there's no objection, I think, 
to the adversary proceedings, so much, but by 
releasing the directors and officers, you short 
circuit part of that claim.  You predetermine that 
there is no claim against the directors and 
officers, which we say under Arizona, as pled, 
there is.  So you are being asked to predetermine 
that and not leave that to the US court.  You also 
are limiting any access to D&O insurance, which we 
know exists, because you're releasing the 
directors and officers. 

You are also, as I indicated -- 
THE COURT:  Well, just on that point, I should have, 

perhaps, asked Ms. Teasdale more directly, but 
usually the D&O insurance is sort of a safeguard 
there that exists already and that nothing in the 
releases are intended to affect that. 

CNSL L. WILLIAMS:  I don't see anything in the releases 
that carves out claims to be made against the D&O 
insurance or channels claims.  

THE COURT:  All right.  Well, I'll ask Ms. Teasdale and 
perhaps the monitor to also opine -- give me a 
submission on that. 

CNSL L. WILLIAMS:  And then finally, under, as I 
indicated, section 5.1(2), if that truly carves 
out the adversary proceedings, then just carve out 
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the adversary proceedings, so we don't end up to 
whether words in a Canadian statute are broad 
enough to cover what is being pled in the US 
action and tortious conduct against directors and 
officers under Arizona law. 

THE COURT:  Well, you're not asking me to carve out a 
claim, because a claim doesn't exist.  You're 
asking me to claim -- carve out any liability that 
might otherwise exist under Arizona law that has 
not been advanced.  Isn't that -- is that more 
accurate?  

CNSL L. WILLIAMS:  I think you can say any claim that 
exists against the directors and officers as a 
result of the -- and we could put the claim 
details in it -- against the directors and 
officers in relation to the claims asserted in the 
United States bankruptcy court for the district of 
Arizona, in the pleadings filed in -- we've got 
the case number -- on the date; right?  We 
could -- 

THE COURT:  So it's the adversary proceeding, isn't it?  
CNSL L. WILLIAMS:  We've defined it as that in our 

response materials.  I mean, you could very 
clearly carve out any claims against the directors 
and officers resulting from what is set out in 
those. 

THE COURT:  As a result of the adversary proceedings. 
CNSL L. WILLIAMS:  Yes.  
THE COURT:  Okay.  All right.  
CNSL L. WILLIAMS:  Those are my submissions. 
THE COURT:  Thank you.  Mr. Pinos, you seem to be 

the -- the most likely person to speak next, given 
that you're -- 

CNSL T. PINOS:  I'm the nomad here. 
THE COURT:  You're the nomad, yes.

SUBMISSIONS RE SALE APPROVAL BY CNSL T. PINOS: 

CNSL T. PINOS:  I have -- I support Mr. Williams' 
submissions.  I have one point to make that may be 
of assistance to the court in trying to 
practically draw the line between where this order 
stops and where the proceedings in the United 
States necessarily have to take over, and I'd like 
to refer you to paragraph 11 of the draft approval 
and vesting order.  It's on the same page as the 
release language that you were looking at with 
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Ms. Teasdale earlier. 
THE COURT:  Yes. 
CNSL T. PINOS:  I don't have a binder page number.  I 

just have a PDF page number. 
THE COURT:  Well, I've got it.  I've got it. 
CNSL T. PINOS:  Okay.  So if you look at paragraph 11, 

I think this is highly relevant to what you should 
do to paragraph 13 and in response to 
Mr. Williams' submissions.  This paragraph says 
quite plainly:

... this Court specifically makes no finding 
as to whether the interests of Patriot or 
Nomad are interests in real property, and 
this Order is without prejudice to the 
determination of such issue by the United 
States Bankruptcy Court for the District of 
Arizona, including with respect to the 
positions of all parties. 

Well, Patriot has told you that it is its position 
that the litigation as commenced in United States 
will reach out and grab the directors, if 
appropriate, under the conversion and trust 
claims, and if it's truly without prejudice to the 
positions of all parties, the court should ensure 
that paragraph 13 can't be misconstrued to block 
all or part of the potential claims of Patriot or 
Nomad in the United States. 

And on that basis, in my respect -- and 
Ms. Teasdale made the argument that at least part 
of the release language could apply to liabilities 
with respect to the royalties of Patriot and 
Nomad; that's the administration and management of 
the petitioners during the course of these 
proceedings. 

THE COURT:  M'mm-hmm. 
CNSL T. PINOS:  From the standpoint of practicality, if 

the desire is to draw a line there and to avoid a 
US court litigating over the meaning of the words 
I've just cited to you, together with what the 
meanings of section 5.1(2) of the CCAA is and it's 
relevance to the proceedings in the United States, 
it would be my respectful submission that you 
adopt the suggested language of Mr. Williams and 
make it clear that nothing in section 13 affects 
the positions of all parties with respect to the 
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interests of Patriot or Nomad, and that otherwise 
this order is without prejudice to those 
interests. 

Subject to any questions you have, that is my 
submission. 

THE COURT:  All right.  Thank you, Mr. Pinos. 
All right.  Now, save for the monitor, of 

course, I think the only other person that spoke 
up earlier was Mr. Greenwood. 

Mr. Greenwood, are you still there?  All 
right.  I'm not hearing Mr. Greenwood.  
Mr. Greenwood, you may have to unmute your phone, 
if you did that earlier.  

H. GREENWOOD:  Yeah.  I'm there. 
THE COURT:  Oh, you're there.  Okay, good. 
H. GREENWOOD:  Yeah. 
THE COURT:  Do you have anything to add, Mr. Greenwood?  

SUBMISSIONS RE SALE APPROVAL BY H. GREENWOOD:  

H. GREENWOOD:  My only thought was needing to know more 
about -- it sounds like we have royalty claims and 
there seem to be conversion types, what happened 
to our royalties that would -- I just don't know 
what all these other people -- I don't know what 
those are filed as, adversary proceedings, or 
whatever.  And in Arizona, I don't remember a 
deadline being set for bringing those actions.  I 
thought everybody was stayed. 

THE COURT:  Yes.  Well, as I understood Ms. Teasdale, 
Mr. Greenwood, that you -- that your claims 
against Golden Vertex are not being affected, and 
Ms. Teasdale is nodding; you may not be able to 
see her.  But that the agreement specifically 
provides that your claims are not affected. 

H. GREENWOOD:  Okay.  And I did not understand that to 
be -- as far as going forward, our royalties would 
be okay, you know, after this proceeding, but that 
the ones that have already been disappeared and 
nobody will tell us what they are, how it is, and 
who did it, and so it's -- you know, whether we 
will need to file some kind of adversary 
proceeding is up to the lawyers.  But it sounds 
like that they're -- I assume when they sold, they 
had an old riding royalty that they had retained, 
and I don't know why that -- how that might be 
different than our royalty claim, where our 
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royalties were collected and then vanished.  And I 
don't know who's responsible for that or where 
they went, or who did it, or whether it would come 
under some of the language reading about these 
officers and directors.  Is it going to come back 
to D&O insurance or -- I mean, I didn't note any 
limitations, but it said all those -- 

THE COURT:  Well, I think the answer -- Mr. Greenwood, 
I think the answer is, if you look at the sale 
agreement, section 2.1.3, and (a) provides that:

Golden Vertex will be retaining -- 

It says. 

-- all liabilities in respect of Greenwood -- 

Which is you, I assume. 
H. GREENWOOD:  Right, yeah. 
THE COURT:  

-- and all tenants in common of the Greenwood 
royalty burdening only the California Moss 
lot 37 patented claim. 

H. GREENWOOD:  Right. 
THE COURT:  And more particularly described in a 

schedule.  So that sounds to me like you're not 
being affected. 

H. GREENWOOD:  That would be for a lawyer -- for, you 
know, my lawyer.  I never could make sure what 
that was taking about and understood it was for 
the future, not for the past if they've already 
taken our money and done something with it. 

THE COURT:  Well, I don't know. 
H. GREENWOOD:  Anyway, I don't need -- I don't need 

to -- 
THE COURT:  Yeah.  I mean, it seems to me if your 

royalty claim is being preserved, then what 
royalties will be paid in respect to the future, I 
assume -- well, I don't know, but generally 
speaking, royalties work that if the mine is 
successful and they owe you some money as a result 
of those operations, then you get paid. 

H. GREENWOOD:  Right.  But in the -- but are we going 
to get paid what they've already earned -- we've 
already earned in our royalties and never were 
paid?  And I don't know where that money is or who 
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did it or where they -- who has it now and who's 
responsible for it being there, and that's all.  
And I don't -- I don't know if they have 
sufficient assets to cover all of these claims, 
along with ours.  You know, that's -- 

THE COURT:  I think the short answer, Mr. Greenwood, is 
they don't.  They have more than -- more debts 
than, apparently, the assets are worth.  That's 
why they're insolvent. 

H. GREENWOOD:  Yes, but -- 
THE COURT:  That's why they're in this proceeding. 
H. GREENWOOD:  But, to some extent, our royalties 

shouldn't be their assets. 
THE COURT:  Well ... 
H. GREENWOOD:  They never owned our royalties.  
THE COURT:  Yes. 
H. GREENWOOD:  They just got -- when they were being 

processed and the royalties turned into gold and 
marketable, that's when the money disappeared. 

THE COURT:  Right. 
H. GREENWOOD:  I don't know.  Anyway ... 
THE COURT:  Okay. 
H. GREENWOOD:  Okay. 
THE COURT:  All right.  Okay, thank you, Mr. Greenwood. 
H. GREENWOOD:  Thank you. 
THE COURT:  All right.  We'll take the lunch break now, 

and then, Mr. Jackson, you'll speak afterwards.  
Now, I think I'm on -- oh, I meant to check my 
schedule.  I think I'm -- I think in my schedule 
I'm on at 2 o'clock.  Is that correct, Mr. Clerk?  

THE CLERK:  It's 2 o'clock on the hearing list.  
THE COURT:  Sorry?  
THE CLERK:  It's 2 o'clock on the hearing list. 
THE COURT:  Okay.  So we'll have to come back at 

3 o'clock, then.  But one of the things that, 
Ms. Teasdale, I'd like you to address is that 
issue about the insurance, and also what 
Mr. Williams says about the carve-out on the 
5.1(2) issue, if you can address those 
specifically.  And perhaps Mr. Jackson wants to 
address them also. 

CNSL A. TEASDALE:  I will.  Thank you, My Lady. 
THE COURT:  All right.  Thank you.  I'll see you at 

3:00. 
THE CLERK:  Order in court.  This court is adjourned 

until 3:00 PM. 
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(PROCEEDINGS ADJOURNED FOR NOON 
RECESS)([12:31:06 PM])
(PROCEEDINGS RECONVENED)([3:01:55 PM]) 

THE CLERK:  Recalling Elevation Gold Mining Corporation 
matter, Madam Justice. 

THE COURT:  Thank you.  
Ms. Teasdale or Mr. Bedi, I understand you 

had a new sealing order -- 
CNSL A. TEASDALE:  We did, yes. 
THE COURT:  -- that you handed up.  I've already signed 

the other one, and I gave it back to you.  Why 
don't you take just the -- I understand it's just 
the counsel list that's been updated.  You can 
just insert that in the one that I -- 

CNSL A. TEASDALE:  Sure. 
THE COURT:  -- that I signed. 
CNSL A. TEASDALE:  Yes. 
THE COURT:  I don't want to -- I'm not going to sign 

two orders. 
CNSL A. TEASDALE:  That's fine.  We -- 
THE COURT:  And have them floating around. 
CNSL A. TEASDALE:  -- just didn't want to replace the 

back page without you knowing about it, so -- 
THE COURT:  Yeah.  No, that's fine. 
CNSL A. TEASDALE:  -- we thought we'd raise that. 
THE COURT:  That's fine. 
CNSL A. TEASDALE:  All right.  Thank you. 

SUBMISSIONS RE SALE APPROVAL BY CNSL A. TEASDALE: 

CNSL A. TEASDALE:  So you had asked two questions of 
me -- or you wanted me to address two things 
before we broke, and so I will address those two 
things right now. 

THE COURT:  M'mm-hmm. 
CNSL A. TEASDALE:  Oh, yes.  Mr. Williams, I believe, 

has a quick response to you -- to your question 
that you'd asked. 

THE COURT:  Yes, Mr. Williams. 
CNSL L. WILLIAMS:  Over the break, I was able to get 

further clarification on the Arizona proceedings 
in terms of why the -- those two adversary claims 
are pled that way. 

THE COURT:  M'mm-hmm. 
CNSL L. WILLIAMS:  And my understanding is that, in the 

court there, you plead it as it pled now, against 
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the companies, and if there's a finding of 
conversions, if you're successful in conversion or 
the other tortious conduct, you then either add or 
proceed against the directors and officers. 

THE COURT:  Oh, I see.  Okay.  
CNSL L. WILLIAMS:  And I understand that that is a 

normal practice. 
THE COURT:  Is it the directors?  Is it the directors 

or the officers or both?  
CNSL L. WILLIAMS:  Both. 
THE COURT:  Both?  Okay. 
CNSL L. WILLIAMS:  And the case we had -- I can take 

you to it -- basically says directors can be 
liable in certain circumstances, officers and 
others, and it's fact-dependent. 

THE COURT:  Okay, thank you.  
Ms. Teasdale. 

CNSL A. TEASDALE:  Thank you, Justice.  
So you asked me to address two things:  First 

was the question of whether the order as drafted 
contemplates a carve-out for claims covered by D&O 
insurance; and the second question was about 
section 5.1(2) of the CCAA and whether the types 
of claims here are covered by that section. 

So starting with the second question first, 
section 5.1(2), my submission is that that issue 
doesn't necessarily have to be decided today.  The 
short answer is that the release may release some 
of Patriot's and Nomad's claims.  That is -- 
that's just the fact of the matter and, as I 
submitted earlier, those claims are speculative, 
in our submission, and therefore the releases can 
be granted notwithstanding those claims. 

With respect to -- 
THE COURT:  Those are those ones during the -- since 

July, since -- 
CNSL A. TEASDALE:  That's right. 
THE COURT:  -- the initial order was granted; is that 

right?  
CNSL A. TEASDALE:  Yes. 
THE COURT:  I think that's what you said before. 
CNSL A. TEASDALE:  Yeah, that's right.  And so -- and 

then that sort of leads into the second point on 
director and officer insurance. 

So the order, as drafted, does not 
contemplate a carve-out for claims covered by D&O 
insurance where those claims are also covered by a 

Case 2:24-bk-06359-EPB    Doc 137-1    Filed 12/21/24    Entered 12/21/24 13:21:17 
Desc Exhibit F    Page 68 of 108

399



1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47

Submissions re sale approval by Cnsl A. Teasdale
65

release.  Obviously if the release doesn't purport 
to cover a claim that is covered by D&O insurance, 
that's not an issue.  So really just talking 
about, again, that narrow group of claims that 
happened during the CCAA pleadings. 

And so my submissions on that are this.  
THE COURT:  Well, you're proposing to release them. 
CNSL A. TEASDALE:  Yes. 
THE COURT:  Right?  
CNSL A. TEASDALE:  And so for those claims, at the time 

those claims would have arisen, the company was 
under the supervision of the monitor, and it was 
under the jurisdiction of two courts:  this court 
and the court in the United States.  And I wanted 
to point out that, as well, the initial -- the 
amended and restated initial order, which I've 
handed a copy of through Mr. Clerk to you, it says 
two things that I think are relevant:  In 
paragraph 10(a) it says:

The petitioners are directed to make -- 

THE COURT:  Okay.  What are you referring to now?  
CNSL A. TEASDALE:  The amended and restated initial 

order. 
THE COURT:  Well, okay.  
CNSL A. TEASDALE:  And so paragraph 10(a). 
THE COURT:  Yeah, m'mm-hmm. 
CNSL A. TEASDALE:  It says that:

The petitioners are directed to make no 
payments of principal on account of amounts 
owing to its creditors as of the order date. 

And paragraph 7(b) says -- so that's going back.  
The petitioners are entitled -- not required, but 
entitled -- to pay expenses.  And I'm not sure 
this is necessarily characterized as an expense, 
but to the extent it is -- 

THE COURT:  This is in what paragraph?  
CNSL A. TEASDALE:  7. 
THE COURT:  Oh, 7. 
CNSL A. TEASDALE:  On page 3. 
THE COURT:  Yeah.  Expenses, yeah. 
CNSL A. TEASDALE:  And then 3(b) -- or 7(b) is:

All obligations incurred by the petitioners 
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after the order. 

So this order is, in effect, saying, don't pay 
things after the order date.  You don't -- or 
rather, you don't have to pay things after the 
order date. 

THE COURT:  M'mm-hmm. 
CNSL A. TEASDALE:  You're entitled to, but you're not 

obligated to. 
And so my point there is it doesn't seem, 

then, fair to tag the directors with liability for 
essentially doing what they're permitted to do by 
an order of this court under the supervision of 
the monitor.  And so, in my submission, those 
claims can and should be released, and it's not -- 
it does not seem appropriate for that to be -- to 
run against the directors in that circumstance.  

And I also suspect that Maverix, the primary 
secured creditor of the petitioners, would have 
had a real issues with the petitioners paying 
Nomad and Patriot, particularly when the nature of 
their claims was in dispute.  And so I think all 
of that is pertinent to the issue of whether or 
not the directors and officers would be entitled 
to -- 

THE COURT:  But these are for post-filing obligations, 
right, in 7(b)?  

CNSL A. TEASDALE:  Yes, that's correct.  But claims for 
conversion that occurred during -- during the 
proceedings would be covered by that small part of 
the carve-out, the romanette (iii), and so would 
be part of these post-filing obligations. 

THE COURT:  M'mm-hmm. 
CNSL A. TEASDALE:  So -- and I guess the larger point 

is Patriot and Nomad had notice of the comeback 
hearing for the amended and restated initial 
order, and they did not raise that in these 
proceedings.  And so the directors and officers 
have proceeded on the basis of the orders of this 
court under the supervision of the monitor, with 
no expectation that Patriot would then -- or 
nobody would then come out of the woodwork later 
and say, well, wait a second; you weren't supposed 
to do that; we're going to sue you for taking 
those steps in the course of these proceedings.  
And that doesn't, to me, seem appropriate or just 
at all. 
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If the court is inclined to include a 
carve-out, I do have some submissions on language 
we would accept, but I will leave that for later. 

THE COURT:  All right.  Thank you. 
CNSL A. TEASDALE:  Those are my submissions.  Thank 

you. 
THE COURT:  Mr. Jackson? 

SUBMISSIONS RE SALE APPROVAL BY CNSL K. JACKSON:

CNSL K. JACKSON:  Sorry, Justice.  I wanted to clarify 
one point.  In the interests of time, I'm going to 
keep this fairly brief and, given how things have 
gone today, I think I understand things that might 
assist the court a little bit in terms of the 
monitor's view. 

You did ask earlier if the monitor supported 
the transaction, and it does.  The monitor's -- 
you know, the thrust of the report being this was 
a significantly robust process.  Like, it's gone 
on from pre-filing for a long time and during the 
actual CCAA proceedings with a court-approved 
sales process.  There were multiple parties 
engaged.  There were multiple offers.  This was 
and remains the best offer that's come before the 
court and -- during the process that arose during 
the process, and the monitor is satisfied that it 
is the -- it is the best offer that can be 
obtained in the circumstances. 

I think the thing that -- maybe just to make 
clear on this -- and my friend Mr. Bish touched on 
this -- Maverix has a first-ranking secured claim, 
as far as we know, I should say.  We know it has a 
secured claim against the Canadian assets.  There 
are opinions that the monitor's obtained that 
Maverix's lien is valid, perfected, enforceable 
against the trustee in Canada and in the US. 

Now, Mr. Bish said that there is an opinion 
that it was first-ranking.  You appreciate that 
counsel for the court's officers don't give 
opinions on priority generally; it's just as to 
validity.  But what we -- what is said in the 
monitor's report is that we know of no claims 
which rank in priority.  We've heard of no 
assertion of a claim which ranks in priority.  I 
will pause there to say that we appreciate that 
Patriot and Nomad have asserted interest in land, 
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well, that's different, because that's not a 
security interest; that's just a property interest 
to be determined.  But if they don't have one, 
their claim wouldn't rank in priority. 

So the amount of Maverix's claim is 
significant, and it is -- it dwarfs the purchase 
price, as I think the court will be aware, having 
received the unredacted version of the purchase 
and sale agreement.  And so, in the circumstances, 
given their security, given the amount of their 
claim, this is all facilitating a transaction, 
which really is no prejudice to any party.  The 
assets being conveyed are shares, over which they 
have security.  They have security over the assess 
of GVC, or Golden Vertex, and, to the extent that 
any of those assets are being retained for the 
benefit of creditors -- that would be cash and 
cash equivalents, you'll recall, which will be 
held in Elevation Gold -- everyone's claims attach 
to them in the same priority as they have today. 

And so when we say there's no prejudice, 
apart from the fact that Maverix has this massive 
secured claim both sides of the border, there's 
still the fact that these funds, the proceeds and 
any cash and any other assets that come up from 
Golden Vertex, it's all going to be preserved for 
a period of time before any distribution is made.  
And while we said that so far we've heard of 
absolutely no claims which would purport to rank 
ahead of Maverix, there is a process, a 30-day -- 
the distribution order which my friend will speak 
to, no doubt, shortly, the contemplation is that 
it will be held for a period of time to see if 
anyone does assert a claim, and there's a concept 
baked in there about how funds being reserved for 
such claims, if there are any advanced and not 
resolved. 

So this is all very much a without -- sort 
of -- prejudice result here.  There's nobody who 
could be complaining that somehow this is an 
inappropriate transaction or that somehow the 
order that's going today is going to prevent them 
from being able to assert a claim to proceeds. 

I point out one other thing, which I think 
may be -- it's in the materials, but it may not 
have been clear.  It goes a little bit to the 
jurisdiction and discretion of this court today.  
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The asset that's being sold, as the court has 
noted, are the shares of GVC, which are owned by 
Elevation.  Those shares are in Canada.  They're 
actually in the physical possession of Maverix. 

THE COURT:  Yes, Ms. Teasdale said that. 
CNSL K. JACKSON:  Did she say that?  Well, that shows 

how much I was listening.  Apologies, Justice, and 
to my friend Ms. Teasdale.  So you have that 
point.  Okay, very good. 

And finally, I mean, my friend Ms. Teasdale 
said that this court must approve the transaction.  
By that I take it it's not that you're bound to do 
so; it's more that it's appropriate that this 
court grant the order and approve the transaction.  
It would be very strange in the context of a 
Canadian main proceeding, where the sale process 
was undertaken in this proceeding under the -- 
with an order of the court and under the 
observation of the court, for this court not to 
approve the very transaction that comes forward, 
which was contemplated but the SISP.  It would 
be -- I think it would be unusual to say that this 
court makes no determination on the approval of 
the sale and defers that entirely to the US court. 

Now, that's not to say that, by making an 
order approving the transaction today, the US 
court must, having recognized this is a main 
proceeding, adopt that, necessarily, and recognize 
it, necessarily.  The point that has been raised 
is that, in Chapter 15, notwithstanding that this 
proceeding may be the main proceeding, that that 
court still has a duty to undertake a section 363 
analysis. 

Now, without conceding that to be true, that 
may well be contested, but, irrespective, if the 
US court has to do that, it can do that, and 
nothing in the order would purport to suggest 
otherwise.  And so I think the idea is it leaves 
that issue open for the US court.  If, in fact, as 
Patriot would urge upon the court, or Nomad, the 
US court must do that analysis, it can still do 
that analysis.  And so I think that's the 
expectation of all parties, is that there's no ask 
of this court to bind that court with some sort of 
order that would prevent them from undertaking 
whatever analysis they must do.  That's all. 

So, Justice, I'm not sure I think I have much 
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more in relation to that.  The only thing I point 
out is, in just turning to the draft order, 
which -- at tab 2, paragraph 11, my friend had 
raised -- sorry, my friend Mr. Williams for the -- 
sorry, I'll give you a moment. 

THE COURT:  Yes. 
CNSL K. JACKSON:  Yes.  My friend Mr. Williams had 

raised this idea that there was some language 
necessary to preserve rights for Patriot, and I 
think they would say Nomad as well.  And so we 
had -- you know, I think when we were going 
through one of the orders, one of the things that 
was suggested between counsel for the petitioners 
and counsel for the monitor was to address that 
head on.  We recognize there is a determination to 
be made in the US proceeding around the nature of 
the claims of Patriot and Nomad, and the intention 
is not to have this order somehow suggest that 
that process is derailed or otherwise affected by 
it. 

And so there is language baked in at 
paragraph 11 about not making any finding about 
the interests of Patriot or Nomad, and that the 
order is without prejudice to the determination of 
that issue. 

Now, so I think that answers a lot of it.  
The only thing -- the only thing it doesn't 
address is Mr. Williams', I think, comment that, 
what about the adversary proceedings that were 
commenced in the US, the ones attached to the 
affidavit where they claim against the company for 
conversion and all the other things. 

THE COURT:  M'mm-hmm. 
CNSL K. JACKSON:  And he says this order shouldn't 

prejudice those either.  And I don't disagree with 
that.  I'm not sure what language needs to be 
wordsmithed to address it, except one thing.  I 
think the determination of those claims is one 
thing -- of those proceedings, the outcome of 
those proceedings.  I think there's a secondary 
point, which is, you know, what the effect of that 
determination is ultimately. 

I think that that may be something which 
is -- I think it's, in other words, enforcement of 
any such claim.  Once determined, the enforcement 
of it, what to do with it.  If there's a 
determination made in the US, what are the rights 
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vis-à-vis the assets, the proceeds?  
And so I think -- I think if it's going to 

have an additional bit of language to address 
that, it should say "the determination of those 
claims, but not enforcement," something along 
those lines.  It occurs to me that we want to 
be -- as we do sometimes is we say, you're stayed 
from enforcing, but you can have your claim 
determined. 

So I think there has to be some recognition 
of that, if there is to be -- 

THE COURT:  Well, I think the point, though, by 
Mr. Pinos was that the release in 13 would be the 
enforcement.  In other words, whether it's 
determined to be -- whether they're determined or 
not to be liable in the US proceedings, then if I 
grant what's in paragraph 13, the directors would 
say, well, it doesn't matter; it was released by 
Fitzpatrick.  That's, I think, the interplay 
between these issues that was raised by 
Mr. Williams -- 

CNSL K. JACKSON:  Right.  
THE COURT:  -- and Mr. Pinos. 
CNSL K. JACKSON:  Right.  And I was thinking more of 

the claims against the company that are in the -- 
in the adversary proceedings. 

THE COURT:  Well, no, I think the focus was on the 
D&Os. 

CNSL K. JACKSON:  Very well. 
THE COURT:  Under paragraph 13. 
CNSL K. JACKSON:  If they're satisfied that 

paragraph 11 is sufficiently -- is a sufficient 
carve-out -- 

THE COURT:  Yes, I didn't -- I didn't understand that 
that was the issue. 

CNSL K. JACKSON:  Okay. 
THE COURT:  It was in relation to 13 that was the 

issue. 
CNSL K. JACKSON:  Very good.  In that case, then, it's 

a perfect segue into my final point, which is to 
deal with the releases. 

THE COURT:  Yes. 
CNSL K. JACKSON:  Two things.  One, the release, as 

currently drafted, which the monitor supports, has 
the potential to release claims against directors 
and officers which might arise from the adversary 
proceedings, the ones that we're talking about 
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now, those two claims that were filed that 
Mr. Williams has clarified how it works.  It may.  
It may well do that.  I say "may" because there is 
still the 5.1(2) carve-out, which deals with, just 
to use the exact language -- which deals with 
claims based on allegations of misrepresentations 
made by directors to creditors or of wrongful or 
oppressive conduct. 

And so, I suppose, if they could say that 
this constituted wrongful or oppressive conduct, 
then the claims may not be released, but that, I 
would say, could be determined on another date.  
And so I say this:  The release is supported by 
the monitor.  It may release those claims, 
depending on how 5.1(2) is interpreted in relation 
to those claims. 

Now, why is the monitor supportive of this?  
In its report, which is at tab 17, Justice. 

THE COURT:  M'mm-hmm. 
CNSL K. JACKSON:  It's at page -- it's very small type 

at the very bottom.  It's page 25 of 29, so 
towards the end.  Just section 4.0 sub -- or 
paragraph 3, I suppose. 

THE COURT:  Yes.  M'mm-hmm. 
CNSL K. JACKSON:  Thank you.  So the monitor notes 

this:

The directors and officers and the released 
parties have made significant contributions 
to the continued operations of the 
petitioners' business during these 
proceedings and have contributed to and were 
integral in the conduct of the SISP, 
including facilitating due diligence to the 
completion of the transaction to the benefit 
of all stakeholders.  The monitor notes the 
releases are consistent with those granted in 
other CCAA proceedings. 

It's -- I don't think anybody is complaining about 
a release which concerns the sale process and the 
transaction or anything like that.  It's all about 
this potential for claims -- tortious claims 
against the directors and officers, which would 
only be during the CCAA proceedings. 

If you look at the monitor's comment, they 
made contributions to the continued operations of 
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the petitioners' business during these 
proceedings.  And what could that mean?  Well, 
it's the -- I'm going to say this word wrong, 
because I haven't yet got it right -- 
beneficiation -- do you recall that term?  

THE COURT:  I got it right. 
CNSL K. JACKSON:  You know what I'm trying to say.  I'm 

going to try it one more time. 
THE COURT:  I got it right, and you got it wrong.  

Beneficiation. 
CNSL K. JACKSON:  There.  Thank you, Justice.  I won't 

try it myself.  I'll leave it at that.  That 
process. 

THE COURT:  I can't believe I remembered that. 
CNSL K. JACKSON:  Right.  Better than I. 

So that process was the process -- that was 
the only operations, really, that were undertaken 
during these proceedings, which was the continual, 
I suppose, leaching of the ore that was on the 
leach pad in Arizona.  That and the sale of the -- 
of the gold that was generated from that process 
is what contributed to the liquidity to facilitate 
the continued operations, as they were, through 
the process, the payment of professionals, the 
sale process, everything else. 

That was known to everyone that this was 
happening.  That was known that that was how this 
was all being funded.  The monitor had commented 
that that was -- absent that, there was going to 
be a need for DIP financing, and it wasn't 
necessary, because that carried on. 

Now, that -- that process is where -- that 
relates to the claims by Patriot and Nomad.  They 
would say, some of that ore was ours, and so 
you -- that's where the constructive trust concept 
comes up.  We had -- that was our ore.  You -- you 
turned it into cash.  That was our ore turned into 
cash, the trust flows through; you, directors and 
officers, took it. 

The monitor's point in all of this is these 
directors and officers carried out that process 
transparently, openly, to the knowledge of the 
court and every party, and nobody stood up and 
said, don't do that because some of that is our 
money.  Not once.  And I think -- you know, 
taking -- stepping back for a second.  Part of the 
reason these releases are granted where there's a 
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successful outcome -- we can debate measures of 
success, but success could be a plan; it could 
also be a transaction, as we have here -- is that 
it encourages those directors and officers to 
stick around, and if they act honestly and 
transparently and do what they've told to 
everyone, and no one objects, we shouldn't later 
be punishing them with some sort of claim that 
comes along and said, well, yeah, you did it, but 
we're still going to claim against you for that 
during this process.  And so I think, from the 
monitor's perspective, that goes to its comment 
about facilitating continued business operations. 

I'll stop on that point, because I note the 
time, and the last thing that I say is the monitor 
is supportive of a carve-out for insured claims.  
So if there are claims which any party has against 
directors and officers at any time which are 
covered by insurance, they should be able to 
pursue those claims to the limit of that 
insurance. 

There was some discussion over the break as a 
result of the proceedings prior to where 
Ms. Teasdale did put around some language which 
had previously been proposed and removed, but then 
was tweaked again.  The monitor's made clear in 
those discussions that it would support the 
inclusion of that language, and I think that would 
address at least some of the concerns expressed 
today by Patriot and Nomad, and, to the extent 
that comes up, I think Ms. Teasdale has some 
suggested language for that, but the monitor would 
support the inclusion of that. 

THE COURT:  All right.  And what about Mr. Williams' 
suggestion in paragraph 12 of his response about 
the -- I suppose this is a sort of belt and 
suspenders to what's already in paragraph 11 about 
that without-prejudice type of language. 

CNSL K. JACKSON:  Right.  So that was -- that was my 
point on -- I think that was the paragraph 11 
point.  I wasn't sure if he was saying it needed 
additional language or whether that was 
sufficient.  Because, you know, paragraph 11 
clearly preserves the positions and rights of 
Patriot and Nomad in relation to their claims 
vis-a-vis whether they have a royalty interest.  
My concern was -- is that Mr. Williams -- or my 
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observation was, I should say -- was that 
Mr. Williams might be asking for some additional 
language to deal with those other proceedings, 
which aren't specifically about the determination 
of the nature of the claims, but the adversary 
proceedings around constructive trust.  And, as I 
said in response to those, I think that's fair.  
Those are expected to be determined in the US 
proceeding, as they should be.  My only point 
being, I think, the determination of those claims 
is one thing, but the stay should apply to the 
enforcement of those claims. 

And so when it talks about -- when 
Mr. Williams' language is rights, it's a question 
of how far those rights go.  I think -- I think 
the determination of what those claims might be is 
the important step at this stage, and so I think 
we just have to be careful to ensure that it 
doesn't overreach, in the sense that it -- it has 
an unintended consequence, depending on the 
outcome of that.  So that's why I say it's all 
about the determination of the claims, not the 
enforcement at this stage. 

THE COURT:  Well, I think paragraph 11 deals with 
interest in real property, so -- 

CNSL K. JACKSON:  Only that one. 
THE COURT:  -- I take it Mr. Williams' paragraph 12 is 

more expansive than that -- 
CNSL K. JACKSON:  Agreed. 
THE COURT:  -- in relation to all of those claims, and 

what I think you're saying to me is that that type 
of expansive language can also be put in, which 
deals with the determination issue, not the 
enforcement issue. 

CNSL K. JACKSON:  I think that would -- I mean, I 
don't -- I don't think there could be any 
objection to that, because there's no expectation 
that the US court should be somehow prevented and 
the parties should somehow be prejudiced from 
having that dealt with. 

THE COURT:  Okay.  All right. 
CNSL K. JACKSON:  Thank you, Justice. 
THE COURT:  Thank you.  

Anything to add, Ms. Teasdale?  
CNSL A. TEASDALE:  No, Justice.  Mr. Jackson has 

covered the points that I would otherwise -- 
THE COURT:  I'm sorry?  
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CNSL A. TEASDALE:  Pardon me.  Mr. Jackson has covered 
the points you would otherwise make.  Thank you. 

THE COURT:  Okay.  All right.  Thank you. 

[ORAL REASONS FOR JUDGMENT RE SALE APPROVAL] 

CNSL A. TEASDALE:  Thank you very much, Justice.  Did 
you want us to briefly address the distribution 
order and the enhanced powers order?  

THE COURT:  Yes.  I'm assuming you're not going to have 
a form of order for me to sign today. 

CNSL A. TEASDALE:  No.  We'll have to make those 
changes. 

THE COURT:  Right.  Okay. 
CNSL A. TEASDALE:  Thank you very much, Justice.  

Mr. Bedi is going to speak to -- briefly 
speak to distribution and the enhanced powers 
order. 

CNSL L. WILLIAMS:  Justice, if I could just ask 
quickly, on the form of order, I assume it 
dispensed with service.  I'd just ask if there be 
a direction that we get to see a red-line before 
it's brought back up. 

THE COURT:  Oh, yes, of course.  I just assumed that 
happens all the time, Mr. Williams.  But certainly 
if there's any dispute about the wording, then 
that can be brought back to be -- to be addressed. 

CNSL A. TEASDALE:  Yes, we'll send a copy, obviously, 
before it is submitted.  Thank you. 

THE COURT:  Yes.  All right. 

SUBMISSIONS RE DISTRIBUTION BY CNSL A. BEDI:

THE COURT:  So Mr. Bedi, you're dealing with the 
distribution order?  

CNSL A. BEDI:  Yes.  I will be -- 
THE COURT:  I haven't looked at that. 
CNSL A. BEDI:  I'll be as brief as I possibly can as 

well -- 
THE COURT:  All right. 
CNSL A. BEDI:  -- given the time. 
THE COURT:  That's at tab 4, I think.  Yes. 
CNSL A. BEDI:  It is almost 3:50. 

So the petitioners are seeking an order 
authorizing and empowering the monitor to 
distribute proceeds arising from the transaction. 

THE COURT:  Yes. 
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CNSL A. BEDI:  The form of the order we seek is 
attached to the notice of application as 
schedule D, or at tab 4 of the application record 
as well. 

THE COURT:  Yes. 
CNSL A. BEDI:  So I'll quickly walk you through a few 

things. 
So paragraph 3 of the distribution order 

provides that:

If no party makes a written notice -- or 
provides a written notice of a priority claim 
within 30 days from the date on which the 
monitor's certificate is filed, the monitor 
may distribute proceeds from the sale of the 
purchased assets to Maverix, subject to the 
monitor holding back proceeds to satisfy any 
obligations which may be incurred by the 
petitioners to the conclusion of these 
proceedings as the monitor deems appropriate 
at its sole discretion. 

Paragraph 4 speaks to what happens when the 
monitor receives one or more written notices of a 
priority claim within a 30-day period. 

THE COURT:  M'mm-hmm. 
CNSL A. BEDI:  It basically provides that the monitor 

may distribute sale proceeds to Maverix, provided 
that it, at all times, retains enough of the sale 
proceeds to pay in full any amount of the 
unresolved priority claims pending resolution of 
those particular claims. 

THE COURT:  M'mm-hmm. 
CNSL A. BEDI:  And paragraph 5 provides that:

The distributions made under this order shall 
be made free and clear of any claims or 
encumbrances and shall be binding on any 
trustee in bankruptcy or receiver. 

So section 11 of the CCAA provides the court with 
a broad discretion to make an order that it 
considers appropriate in the circumstances.  This 
court has the authority under section 11 to make 
an order to distribute proceeds to secured 
creditors without a plan of arrangement or 
compromise in situations where there is a 
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shortfall to secured creditors and with no assets 
available to unsecured creditors as well. 

The mechanisms in the distribution order 
ensure that no party with a claim against the 
proceeds will be prejudiced by the distribution 
order as well.  I would respectfully submit that 
it's reasonable and appropriate for the court to 
exercise its discretion and approve the 
distribution order. 

Subject to any questions you may have, those 
will my submissions. 

THE COURT:  Well, this is sort of a very abbreviated 
claims process, Mr. Bedi, essentially.  How 
does -- and maybe Mr. Jackson could address this.  
My concern in this type of an order is, like, how 
do you really make it known to everyone that this 
is what they need to do, rather than having it in 
an order that doesn't necessarily tell everybody, 
you know, like, warning signs.  You know, if 
you -- you know, you have this timeframe.  Do you 
see what I'm saying?  

CNSL A. BEDI:  Yes, I understand the concerns. 
THE COURT:  Do you have any -- 
CNSL K. JACKSON:  I'm happy to address that. 
THE COURT:  Mr. Jackson?

SUBMISSIONS RE DISTRIBUTION BY CNSL K. JACKSON:  

CNSL K. JACKSON:  Justice, we did turn our minds to 
that a bit, and I'm going to borrow a bit from our 
usual process in, you know, other sale -- sale 
approvals in CCAAs and receiverships where we do 
get distribution orders, generally on application 
with notice to the service list. 

THE COURT:  Right. 
CNSL K. JACKSON:  On the expectation that anybody who's 

interested in this, you know, by now will have had 
sufficient opportunity and notice to step forward 
and realize that it might be affected by the 
proceedings.  There's a bit of comfort to be taken 
from the fact that this process has been going on 
for a while, that there's a service list.  You 
know, there's publication of it, mail-outs to 
creditors. 

You know, in other words, if somebody thought 
they were going to be prejudiced or affected by 
this process in any way, they should have stepped 
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up by now.  So there's a bit of that. 
THE COURT:  M'mm-hmm.  And it goes by email, the 

distribution?  
CNSL K. JACKSON:  The distributions of the initial 

materials on the mail-out of the -- 
THE COURT:  Well, I mean, you know, if I grant this 

order, will it be just posted on the service list?  
CNSL K. JACKSON:  So the -- right, so that -- so now 

more specifically, in relation to this order, if 
granted, it will be sent to the service list, of 
course.  It will be posted on the monitor's 
website, of course, and I understand -- and we 
have US counsel that can nod their head vigorously 
if I get this right or shake it if I get it 
wrong -- is that in the US there's a much -- when 
we seek recognition of this, there's a much 
broader notice to -- it's just more stakeholders 
generally.  There's a list of creditors that would 
generally get notice. 

So I'm just going to stop and look at the TV 
and make sure I'm not overstating that.  I'm 
getting a thumbs up from -- 

THE COURT:  Okay.  So that follows from the 
certificate, which is post closing then; right?  

CNSL K. JACKSON:  Right.  And so -- and so the idea 
being that persons will get notice of this order 
by distribution in the US to a much broader 
category of -- which is where we expect the 
general trade creditors and such would be. 

So I think, with all of those safeguards, we 
were satisfied that we would hear, if we haven't 
already, from someone who thought they might have 
an interest that would be in priority to that of 
Maverix. 

THE COURT:  M'mm-hmm.  Okay. 
CNSL K. JACKSON:  Thank you, Justice. 
THE COURT:  All right.  Thank you. 

Does anyone else wish to make submissions 
with respect to the distribution order?  
Mr. Williams?  

CNSL L. WILLIAMS:  I'll just address is there's a 
suggestion of nobody is making a priority claim in 
the last set of submissions.  We are planning to 
make a priority claim.  We don't have a problem 
with the order. 

THE COURT:  Oh, okay. 
CNSL L. WILLIAMS:  Just we will be making a claim in 
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accordance with that process. 
THE COURT:  Okay.  All right.  Duly noted.  

Anyone else?  No?  All right. 
Ms. Teasdale, I think that leaves one order 

left, the enhanced powers order.  
CNSL A. TEASDALE:  Yes, it does.  Mr. Bedi will also be 

speaking so that order. 
THE COURT:  Oh, I'm sorry.  You've got the distribution 

order, and that's vetted, I see. 
CNSL A. TEASDALE:  Yes.  Thank you. 
THE COURT:  Just for the record, then, I'm signing the 

distribution order on the bench. 
CNSL A. TEASDALE:  Thank you very much, Justice. 
THE COURT:  Thank you.  All right.  And the enhanced 

powers order. 
CNSL A. TEASDALE:  Thank you. 

SUBMISSIONS RE ENHANCED POWERS BY CNSL A. BEDI:

THE COURT:  And I think you said this was because the 
directors are heading for the hills.  Is that 
right, Mr. Bedi?  

CNSL A. BEDI:  That is correct.  The directors and 
officers intend to resign after the conclusion of 
the transaction, so that necessitates this 
particular order. 

After the directors and officers resign, 
there will be certain tasks required to complete 
these proceedings, including attending to various 
administrative matters, dealing with the 
distribution of proceeds, winding up the 
petitioners' estates and attending to all other 
matters required to bring the CCAA proceedings to 
a close. 

Now, the form of enhanced powers order is 
contained at schedule B of the notice of 
application or, I believe, tab 6 of the 
application record, and this is a vetted copy in 
front of you as well, I believe. 

THE COURT:  M'mm-hmm. 
CNSL A. BEDI:  So paragraph 3 contemplates that:

When the monitor's certificate appended to 
the AVO is filed, the monitor will be 
empowered and authorized to ... 

Do various things, including:
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... dealing with all administrative matters, 
taking steps to manage, operate and carry on 
the business of the petitioners, taking steps 
to administer the petitioners' restructuring, 
preserving, protecting and maintaining 
control of the property, executing 
agreements, prosecuting or defending any 
proceedings involving the petitioners, 
dealing with any creditor of the petitioners 
and sell any property without court approval 
in one transaction not exceeding $500,000 or 
$1 million in the aggregate. 

Paragraph 5 of this particular order provides:

The petitioners and former directors and 
officers, employees, agents, shareholders and 
advisors shall cooperate with the monitor. 

And paragraphs 6 and 9 deal with the liability of 
the monitor, and paragraphs 10 to 13 in particular 
deal with the monitor's environmental liabilities. 

I'd like to hand up one thing very quickly, 
if I may.  It is a part of the CCAA and one case 
as well.  So section 23(1)(a) of the CCAA states:

The monitor shall ... carry out any other 
functions in relation to the company that the 
court may direct.

Courts have used this provision liberally in order 
to assign functions and powers to monitors that go 
beyond investigating and reporting to the court. 

I'd like to turn to the case that's part of 
that package as well.  It is Inca One Gold Corp.  
It is referenced in our notice of application as 
well. 

THE COURT:  I think I'm familiar with that case. 
CNSL A. BEDI:  For the record, the citation is 2024 

BCSC 1478. 
THE COURT:  M'mm-hmm. 
CNSL A. BEDI:  And in particular, I'd like to draw your 

attention to paragraph 36 first, which talks about 
how:

[Enhanced] powers can be granted by the court 
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pursuant to s. 23(1)(k) of the CCAA or 
pursuant to s. 11 of the CCAA.  

As well.  And in particular, at paragraph 39 of 
the case, the court reviewed other matters in 
which the monitor was granted enhanced powers.  
Most of these matters deal with instances where 
directors and officers of petitioners -- or a 
petitioner -- resigned, essentially.  

In this instance, as we've already mentioned, 
the directors and officers of the petitioners 
intend to resign after closing.  In light of these 
pending resignations, we submit that it is 
necessary, appropriate and in the best interests 
of the stakeholders to grant the enhanced powers 
order. 

Subject to any questions you have, those are 
my submissions. 

THE COURT:  How many directors are there, Mr. Bedi?  
CNSL A. BEDI:  Pardon?  
THE COURT:  How many directors are there?  
CNSL A. BEDI:  There are two officers.  The exact 

number of directors escapes me.  If you give me 
one moment, I can look for that. 

There are five directors of Elevation Gold in 
particular. 

THE COURT:  M'mm-hmm. 
CNSL A. BEDI:  That is set out at paragraph 12 of the 

first affidavit of Mr. Swendseid.  That's at tab 7 
of the application record. 

THE COURT:  I see that, yeah.  M'mm-hmm. 
CNSL A. BEDI:  And Mr. Swendseid is the only director 

of the subsidiaries. 
THE COURT:  I see.  
CNSL A. BEDI:  Sorry, Mr. Jackson has pointed out to me 

that at paragraph 2 of this particular affidavit, 
Mr. Swendseid also swears that he is the sole 
director of Eclipse Mining, Eclipse Gold, Golden 
Vertex, Golden Vertex Idaho Corporation, so each 
of the subs. 

THE COURT:  Is he the sole director of Elevation?  
CNSL A. BEDI:  No, so the directors of Elevation Gold 

are listed at paragraph 12 of his affidavit. 
THE COURT:  Oh, I see.  The five directors. 
CNSL A. BEDI:  Yes. 
THE COURT:  Yes.  And they're all still in place, then; 

right?  
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CNSL A. BEDI:  I believe so. 
THE COURT:  Okay.  All right.  
CNSL A. BEDI:  Thank you. 
THE COURT:  Thank you.  

Before I turn to Mr. Jackson, any other 
submissions by anyone?  I'm not hearing anything, 
Mr. Jackson. 

CNSL K. JACKSON:  Just, not to -- nothing to really 
add.  The supplemental report of the monitor says 
that they appreciate the need for this and are 
happy to take on the -- take on the duty. 

THE COURT:  Okay.  Thank you.  
Well, I am satisfied that this is 

appropriate.  It seems to me that we need someone 
at the helm, and the directors are anticipated to 
be resigning at the conclusion of the transaction.  

Ms. Teasdale or Mr. Bedi, this order that 
you've handed up to me doesn't appear to be 
vetted.  

CNSL A. TEASDALE:  Apologies, My Lady.  We will find 
it. 

THE COURT:  Oh, actually, I had some that you handed up 
earlier, so maybe it's -- 

CNSL A. TEASDALE:  Perhaps we can just slip-sheet the 
appearance list again, like we did -- like we will 
do for the sealing order. 

THE COURT:  No, this one is not vetted either. 
CNSL A. TEASDALE:  Hmm.  
THE COURT:  Just a minute.  Maybe this one.  Third time 

lucky.  This one is -- I've found the vetted one. 
CNSL A. TEASDALE:  Okay.  I think I have another one 

here.  
THE COURT:  All right.  And I assume, if you're 

amending the counsel sheet, then just change it. 
CNSL A. TEASDALE:  We'll just slip-sheet it.  Okay. 
THE COURT:  And Mr. Bedi, you're not even listed here 

as counsel, so you're not getting any credit on 
the formal order. 

CNSL A. TEASDALE:  Oops.  That's what juniors are for, 
My Lady.  No, I'm kidding.  

THE COURT:  All right.  I've signed the enhanced powers 
order on the bench, then, and that can go there. 

All right. 
CNSL A. TEASDALE:  Thank you very much, Justice.  We 

really appreciate your time today. 
THE COURT:  Thank you, counsel.  Oh, and then I am 

going to return to you these very large affidavits 

Case 2:24-bk-06359-EPB    Doc 137-1    Filed 12/21/24    Entered 12/21/24 13:21:17 
Desc Exhibit F    Page 87 of 108

418



1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47

Order re enhanced powers
84

on the service issue, because I -- 
CNSL A. TEASDALE:  Yes, thank you. 
THE COURT:  And I'm going to return, too, your book of 

authorities too.  
CNSL A. TEASDALE:  All right. 
THE COURT:  I don't think I need that.  

All right.  Well, good luck with everything, 
and Merry Christmas or happy holidays to those, if 
I don't see you again. 

CNSL K. JACKSON:  Thank you, Justice. 
CNSL A. TEASDALE:  Thank you, Justice. 
THE CLERK:  Order in chambers.  This chambers is 

adjourned. 
THE COURT:  Oh, Ms. Teasdale, if you're coming back -- 

well, Mr. Jackson knows my schedule for the next 
three days, so you can ask him when I'm available 
before court or during court.  Okay?  

CNSL A. TEASDALE:  Thank you very much, My Lady. 

(VIDEOCONFERENCE CONCLUDES)([4:03:13 PM]) 
(PROCEEDINGS CONCLUDED)([4:03:13 PM])
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REPORTER CERTIFICATION

I, certify that proceedings from timestamp 
10:03:20 AM to timestamp 4:03:13 PM, inclusive, 
are a true and accurate transcript of these 
proceedings, recorded on a sound recording 
apparatus, transcribed to the best of my skill and 
ability in accordance with applicable standards.

__________________
Tiffany Vincent, AR 
Authorized Reporter
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Bryce A. Suzuki (#022721) 
James G. Florentine (#034058) 
SNELL & WILMER L.L.P. 
One East Washington Street, Suite 2700 
Phoenix, AZ 85004 
Telephone: 602.382.6000 
Facsimile: 602.382.6070 
E-Mail: bsuzuki@swlaw.com  
                      jflorentine@swlaw.com  
Attorneys for Nomad Royalty Company Ltd. 

 

IN THE UNITED STATES BANKRUPTCY COURT 

FOR THE DISTRICT OF ARIZONA 

In re: 

ELEVATION GOLD MINING 
CORPORATION, et at. 
 

Debtors in a Foreign Proceeding.  

Proceedings Under Chapter 15 

Case No. 2:24-bk-06359-EPB 
 
(Jointly Administered) 
 
Case Nos.  2-24-bk-06364-EPB  

2-24-bk-06367-EPB 
2-24-bk-06368-EPB  
2-24-bk-06370-EPB 
2-24-bk-06371-EPB 

 
OBJECTION OF NOMAD ROYALTY 
COMPANY LTD. TO MONITOR’S 
MOTION FOR POST-RECOGNITION 
RELIEF UNDER 11 U.S.C. SECTION 
1521 AND/OR 1507 AND 
ENFORCEMENT OF CANADIAN 
SALE AND DISTRIBUTION ORDER 

Hearing Date:  December 23, 2024 
Hearing Time: 11:00 a.m.  
 

Nomad Royalty Company Ltd. (“Nomad”) hereby objects to the Motion For 

Recognition and Enforcement of Canadian Sale and Distribution Order [ECF No. 110] (the 

“Motion”) filed by KSV Restructuring Inc., as the monitor (the “Monitor”) of Elevation 

Gold Mining Corporation (“Elevation Gold”) and certain subsidiaries and affiliated debtors 

before the Supreme Court of British Columbia, Vancouver Registry (the “Canadian Court”).  

As set forth more fully in the accompanying Memorandum of Points and Authorities, the 

Motion seeks improper relief and must be denied. 

Case 2:24-bk-06359-EPB    Doc 138    Filed 12/23/24    Entered 12/23/24 08:41:03    Desc
Main Document      Page 1 of 16
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MEMORANDUM OF POINTS AND AUTHORITIES 

I. INTRODUCTION 

Nomad is the holder of a royalty interest (the “Royalty”) in the “Moss Mine”, which 

is owned and operated by debtor Golden Vertex Corp. (“GVC”, and together with Elevation 

Gold, the “Debtors”), pursuant to a series of assignments, as evidenced by various publicly 

recorded documents, including a recorded deed in the official records of Mohave County, 

Arizona.   

GVC is a closely held Arizona corporation, with its primary place of business in 

Mohave County, Arizona. Elevation Gold contends it owns 100% of the equity interests in 

GVC, that such equity interests are certificated, and that the stock certificates have been 

pledged in favor of, and are currently possessed by, Elevation Gold’s pre-petition secured 

lender. The Monitor seeks to include a sale of GVC’s equity interests in a reverse-vesting 

transaction.  But the proposed transaction is no mere stock sale. 

The Monitor has sought and obtained a reverse-vesting order from the Canadian 

Court (the “Reverse Vesting Order”) authorizing in Canada a far-reaching transaction that 

effectively reorganizes multiple debtors. The Monitor has requested that this Court enter an 

order “giving effect to the [Reverse Vesting] Order in the United States.”  The consequences 

of such an order of this Court would include significant inter-debtor transfers of assets and 

liabilities, a comprehensive restructuring of the debtor-creditor relationships of both 

Debtors, the dismissal of GVC from the Canadian CCAA proceedings but inexplicably 

ongoing litigation by or on behalf of GVC by the Monitor against Nomad and Patriot Gold 

Corp. (“Patriot”) in this Court, a injunction in favor of GVC, and broad releases in favor of 

the Debtors’ officers and directors, related third parties, and post-petition management, 

who, as Nomad and Patriot have credibly asserted, committed conversion or wrongful 

appropriation of funds attributable to Nomad and Patriot’s respective royalty interests.  

As discussed below, the law does not countenance the Debtors’ desired result, 

particularly as it relates to Nomad’s (and other royalty holders’) rights and valuable property 

interests. The Motion is improper and must be denied. 
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II. FACTUAL BACKGROUND 

A. Nomad’s Royalty Interest 

1. The Moss Mine is a gold and silver leach extraction mine encompassing 

approximately 64 square miles in the Oatman District, Mohave County, Arizona.  

2. On or about March 4, 2004, Patriot Gold Corp. (“Patriot Gold”), acquired the 

Moss Mine from Minquest Inc. (“Minquest”). As part of the sale of the Moss Mine to 

Patriot, Minquest was granted a royalty interest in the Moss Mine.  

3. As detailed at length in Nomad’s First Amended Complaint in adversary 

proceeding no. 2:24-ap-00252-EPB, Nomad is the successor of Minquest with respect to 

such royalty interest and currently holds and owns the Royalty   as a real-property interest.  

4. Patriot eventually sold the Moss Mine to debtor GVC and was granted a 

royalty interest in the Moss Mine. Patriot’s royalty interest is also the subject of a separately 

pending adversary proceeding regarding the nature of Patriot’s royalty as a real-property 

interest. 

5. In an email dated December 12, 2023, GVC acknowledged that as of October, 

2023, it owed Nomad $841,875 on account of the Royalty for the period of May, 2022–

October, 2023. GVC’s calculation, however, did not include any 3% Royalty component 

calculations and inappropriately applied a 0.5% royalty to one of the patented claims subject 

to the Royalty, resulting in a mistaken calculation in GVC’s favor by at least $108,730. 

Nomad is actually owed at least $950,605 for that time period.  

6. GVC later reversed position and contended that it owed Nomad nothing. 

Nomad disputes GVC’s bad-faith change in position and estimates the Royalty amount 

currently owing to Nomad is at least $1.5 million, all as set forth in the First Amended 

Complaint in the pending adversary proceeding.  

7. The Royalty amounts continue to accrue, and the cash attributable to the 

Royalty collected by GVC constitutes the property of Nomad. As Nomad’s counsel has 

made clear in open court, conversion of Nomad’s funds is an intentional tort and potentially 

a crime in Arizona, and the managers, officers, and directors of GVC are liable for such 

Case 2:24-bk-06359-EPB    Doc 138    Filed 12/23/24    Entered 12/23/24 08:41:03    Desc
Main Document      Page 3 of 16

443



4900-6347-6744 
 

 
 
 

 

- 4 - 
 

 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

Sn
el

l &
 W

ilm
er

  L
.L

.P
.   

L
A

W
 O

F
F

IC
E

S
 

O
n

e 
E

as
t 

W
as

h
in

gt
o

n
 S

tr
ee

t,
 S

u
it

e 
2

7
0

0
 

P
h

o
en

ix
, 

A
ri

zo
n

a 
 8

5
0

0
4

 
6

0
2

.3
8

2
.6

0
0

0
 

conversion. To the extent the buyer of GVC perpetuates such conversion, GVC and its new 

principals too would be liable for such wrongful conduct. 

B. The Proposed Reverse-Vesting Transaction 

8. The Moss Mine is owned by GVC, an Arizona corporation with its primary 

place of business in Mohave County, Arizona. Elevation Gold contends that it owns 100% 

of the equity interests of GVC.  

9. The proposed reverse-vesting transaction is no mere stock sale.  It is a 

complete reorganization of the Debtors in contravention of fundamental U.S. bankruptcy 

policies. 

10. Pursuant to the proposed reverse-vesting transaction: (i) Elevation Gold 

would transfer the stock certificates of GVC to the proposed buyer, EG Acquisition LLC; 

(ii) all other equity interests in, and related contracts and rights with respect to, GVC would 

be “deemed canceled for nominal consideration” [ECF No. 1101-a at 5, p.5 of 10]; (iii) all 

the liabilities of GVC would be transferred to Elevation Gold, except for certain “GVC 

Retained Liabilities”; (iv) certain “GVC Residual Assets,” including bank accounts, cash, 

and other assets, would be transferred to Elevation Gold for no consideration; (v) GVC 

would cease to be a petitioner in the Canadian insolvency proceedings and would be 

“deemed released from the purview of all orders of [the Canadian Court]” but apparently 

somehow would remain a chapter 15 debtor in this Court for purposes of litigation with 

Nomad and Patriot [ECF No. 110-2 at 6, p.100 of 109]; and (vi) the Monitor would replace 

the officers and directors of Elevation Gold and GVC and somehow continue “to prosecute 

the litigation filed in this Court seeking a determination of the nature of the interests held 

by Patriot Gold Corp. and Nomad Royalty Company Ltd.,” even though GVC would be 

owned by a non-debtor third party and dismissed from the Canadian CCAA proceedings 

[ECF No. 121 at 3]. 

11. With respect to the rights of Nomad and Patriot as royalty holders, the 

purchase agreement provides that the royalty obligations owed to Nomad and Patriot are 

“GVC Retained Liabilities” to be acquired/assumed by the buyer, except “to the extent 
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vested off or disclaimed” pursuant to the Canadian Reverse Vesting Order, or if GVC 

prevails in the pending adversary proceeding,1 “any Claim, Encumbrance, or Liability in 

respect of the Nomad Agreement” would be “disclaimed and deemed to form part of the 

GVC Residual Liabilities” transferred to Elevation Gold. [ECF No. 110 at Ex. B, § 2.1.3; 

ECF No. 132 at Ex. C, § 4(c)]  

12. In addition, the “present and former directors and officers of the Petitioners” 

and the Monitor and the investment banker, along with their present and former employees, 

counsel, and advisor, would receive broad releases of “any and all present and future claims 

. . . based in whole or in part on any act or omission, transaction, dealing or other occurrence 

existing or taking place” prior to closing in connection with the sale, the Canadian CCAA 

proceedings, or the “administration and management of the Petitioners during the course of 

these proceedings,” except claims based on gross negligence or willful misconduct. [ECF 

No. 110 at Ex. B, § 13] Although the conversion claims should fall within the exception for 

“gross negligence or willful misconduct,” the Monitor filed with this Court on Saturday 

certain papers and transcripts from the Canadian Court proceedings suggesting that the 

Monitor seeks complete absolution and general releases for all misconduct occurring during 

the pendency of these cases. 

13. In short, the proposed reverse-vesting transaction is anything but a traditional 

sale.  It is a far-reaching reorganization of the Debtors and effectively a sub rosa chapter 11 

plan, complete with the reallocation of assets and liabilities, inter-debtor transfers, defined 

distributions to creditors, third-party releases, and (puzzling) transfers of litigation rights.   

 
1  How this Court would have ongoing jurisdiction if the proposed transaction closes is not 
explained by the Monitor and is legally inexplicable. As discussed above and more fully 
below, GVC would be dismissed as a petitioner in the Canadian CCAA proceedings, and 
Nomad (and likely the U.S. Trustee’s Office) would seek dismissal of GVC’s chapter 15 
case.  Accordingly, any litigation between Nomad and GVC would no longer be even 
remotely “related to” its chapter 15 cases. Nomad reserves all rights with respect to these 
issues. 
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14. On December 3, 2024, the Monitor filed with the Canadian Court its Notice 

of Application (Approval and Vesting Order) and supporting affidavit, seeking approval of 

the proposed reverse-vesting transaction described above. 

15. On December 5, 2024, the Monitor filed the Motion, which was a contingent 

request for the recognition and enforcement of the Reverse Vesting Order, to the extent the 

Canadian Court actually entered such order. 

16. On December 17, 2024, the Canadian Court held a hearing on the Monitor’s 

request for the Reverse Vesting Order. 

17. On December 19, 2024, the Canadian Court entered the Reverse Vesting 

Order.  

18. On December 20, 2024, U.S. counsel for Nomad first received a copy of the 

order upon its filing in this Court by U.S. counsel for the Monitor. [ECF No. 132-3] 

19. For the reasons set forth herein and based on the record before the Court and 

any additional arguments or evidence presented to the Court in connection with this matter, 

Nomad objects to entry of an order recognizing and enforcing the Reverse Vesting Order 

in the United States.  

III. LEGAL ARGUMENT  

The Monitor seeks comprehensive relief at odds with the Bankruptcy Code and 

fundamental U.S. bankruptcy policy. The Court should decline the Monitor’s invitation to 

recognize the Reverse Vesting Order. Indeed, based on Nomad’s research, such a decision 

would be among the first orders, and perhaps the first order, by a U.S. bankruptcy court 

recognizing and enforcing a contested Canadian reverse-vesting transaction in a chapter 15 

case.  
 

A. The Reverse-Vesting Transaction Violates Fundamental 
Bankruptcy Policy and Should Not Be Recognized.  

Although the reverse-vesting transaction is not necessarily new, “until a few years 

ago, it was neither commonly used nor really considered to be a viable option” in Canadian 

CCAA proceedings.  See Bradley Wiffen, “Reverse Vesting Transactions: An Innovative 
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Approach to Restructuring” in Janis P Sarra et al., eds., Annual Review of Insolvency 

Law 2018 (Toronto: Thomson Reuters, 2019) at 150.  Thus, “the structure has not been the 

subject of significant judicial commentary to date or material opposition by affected 

stakeholders.” Id.  

Nomad found no reported U.S. decisions recognizing a Canadian reverse-vesting 

order when objections were raised.  See generally In re Goli Nutrition, Inc., 2024 WL 

1748460, 2024 Bankr. LEXIS 973 at *4 (Bankr. D. Del. April 23, 2024) (“I must emphasize, 

however, that I do not know how I would rule on a similar reverse vesting transaction if 

there were objections. So, I cannot stress enough that the order I enter should not be cited 

in future motions [as support for recognition of reverse-vesting order].”).  And for good 

reason.  As explained below, reverse-vesting transactions are fundamentally at odds with 

U.S. bankruptcy policy and creditors’ rights.   

Similar in many ways to a “divisive merger” and the controversial “Texas Two Step” 

in the U.S., a typical reverse-vesting transaction contemplates the following: (i) the selling 

debtor authorizes and issues new shares of its own stock, which the buyer purchases, (ii) 

the selling debtor redeems, terminates, and cancels all current outstanding shares of its 

stock, (iii) a new Canadian entity is created, often referred to as a “ResidualCo” or 

“GarbageCo”, (iv) various excluded assets and excluded liabilities are transferred by or 

“vested out” of the selling debtor into GarbageCo, (v) GarbageCo is added as a debtor in 

the CCAA Proceedings; (vi) the selling debtor exits CCAA proceedings; and (vii) releases 

are provided.  See generally Goli Nutrition, 2024 Bankr. LEXIS 973 at *4.  Here, the 

Monitor seeks to achieve the same result without forming a new entity, by using the parent-

level debtor already in CCAA proceedings and in chapter 15 as its ready-made GarbageCo.  

The Monitor erroneously argues that recognition of this novel and extraordinary 

transaction is proper under 11 U.S.C. §§ 1521 and 1507.  The Monitor fails to identify 

which subsection of section 1521 purportedly justifies U.S. recognition and enforcement 

and merely argues in sweeping terms that “the Court may grant a foreign representative 

broad relief.” Motion at 8. Certainly nothing in section 1521 contemplates, much less 
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expressly authorizes, the approval and recognition by a U.S. bankruptcy court of the 

comprehensive restructuring of multiple debtors through a reverse-vesting transaction. As 

discussed below, such recognition is wholly improper and violative of 11 U.S.C. § 1506. 

With respect to section 1507, the Monitor contends in conclusory fashion that the 

reverse-vesting transaction complies with the requirements of section 1507(b), but ignores 

that the gratuitous transfers to Elevation Gold of GVC’s cash and accounts—at least some 

of which is claimed as Nomad’s Royalty—and other “Residual Assets” constitute 

“dispositions” and “distributions” that violate Nomad’s state-law rights and the Bankruptcy 

Code.  See 11 U.S.C. § 1507(b)(3) and (4) (additional assistance to the foreign 

representative requires the prevention of “preferential or fraudulent dispositions of property 

of the debtor” and that distributions must be “substantially in accordance with the order 

prescribed by this title”). 

The Monitor also ignores section 1506, which provides that a U.S. bankruptcy court 

need not take any action in assistance to a foreign representative “if the action would be 

manifestly contrary to the public policy of the United States.” The reverse-vesting 

transaction at issue contravenes fundamental bankruptcy policy, including (i) the 

prohibition against sub rosa plans under the guise of a “sale” transaction, (ii) inter-debtor 

transfers of assets and liabilities without consideration and outside of a joint plan of 

reorganization, (iii) the prohibition against non-consensual third-party releases, (iv) the 

gratuitous use, sale, or transfer of property (viz. GVC’s cash and accounts) that is subject to 

disputed ownership, (v) the implementation of a distribution scheme outside of a plan and 

without regard to creditors of specific debtors, and (vi) the “sharing” of claims and defenses 

between the buyer and the Monitor/Debtors, and/or the creation of legal standing from 

whole cloth for the Monitor to pursue litigation claims held by a “sold” entity that is not 

properly in bankruptcy. Indeed, the reverse-vesting transaction as a whole is disqualifying 

under section 1506, as demonstrated by the repeated rejection of its controversial state-law 

analogue, the “Texas Two Step,” in the U.S. See, e.g., In re LTL Mgmt., LLC, 64 F.4th 84, 
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109 (3d Cir. 2023); In re LTL Mgmt., LLC, 2024 WL 3540467, at *4-5 (3d Cir. July 25, 

2024). 

Of particular note, to the extent the third-party releases could be argued (i) to affect 

GVC’s liability for unpaid Royalty claims to Nomad or Nomad’s prospective Royalty 

rights, or (ii) to insulate managers, officers, directors, or others who controlled the Debtors 

at any relevant time from Nomad’s claims for conversion and other causes of action relating 

to the taking and expenditure of funds attributable to the Royalty, the releases render the 

reverse-vesting transaction improper and violative of the fundamental policies articulated 

in Harington v. Purdue Pharma, L.P., 603 U.S. ___, 144 S.Ct. 2071 (2024). See also In re 

Continental Airlines, 203 F.3d 203, 211-14 (3d Cir. 2000) (a chapter 11 plan that enjoined 

plaintiffs’ actions against the debtor’s directors and officers who “ha[d] not formally availed 

themselves of the benefits and burdens of the bankruptcy process,” violated section 524(e) 

of the Bankruptcy Code).  

Here, even accepting arguendo the Monitor’s specious arguments that the Purdue 

court did not base its landmark decision on fundamental policy grounds, it is clear that 

broad, non-consensual releases in favor of managers, officers, directors, and other non-

debtor third parties would “severely impinge the value and import” of a U.S. statutory right 

that protects creditors by preserving their claims for wrongful conduct by non-debtors. 

Indeed, nonconsensual, third-party releases not only violate section 524 but also raise 

significant constitutional concerns, include Nomad’s and other stakeholders’ rights under 

the Fifth Amendment (the right to their “day in court”) and the Seventh Amendment (the 

right to a jury trial). Granting comity under these circumstances would “severely hinder 

United States bankruptcy courts’ abilities to carry out . . . the most fundamental policies 

and purposes of these rights.” In re Vitro, S.A.B de C.V., 473 B.R. 117, 132 (Bankr. N.D.Tex 

2012).  
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B. Even if the Reverse-Vesting Transaction Could Be Approved, the 
Monitor Has Failed to Demonstrate Entitlement to Relief under 11 
U.S.C. § 363.  

As a fallback position, the Monitor argues that “[t]o the extent GVC’s transfer of the 

Residual Assets to Elevation Gold is a ‘use or sale’ of GVC’s property, § 1520(a)(1) 

provides the authority to approve that transfer by making § 363 applicable to these cases as 

foreign main proceedings.” Motion at 8, ¶ 12. The transfer of GVC’s assets to another entity 

obviously is a “use or sale” of GVC’s property outside the ordinary course of business. 

What else could it be? In any event, as discussed below, the fundamental problem with the 

Monitor’s position is that the Motion utterly fails to demonstrate any entitlement to relief 

under section 363.   

Moreover, the section 363 issues do not start and end with the transfer of the 

“Residual Assets.” The Monitor apparently also seeks this Court’s blessing with respect to 

the sale of GVC’s stock and the cancellation and extinguishment of all of GVC’s other 

equity interests and related contracts and rights “for nominal consideration” [ECF No. 1101-

a at 5, p.5 of 10]. Although the Monitor and Maverix Metals Inc. [ECF No. 128] spill 

considerable ink arguing that the stock certificates are physically located in Canada and, 

therefore, are purportedly beyond the reach of this Court’s section 363 analysis, their 

arguments, while misplaced,2 miss the point. Various aspects of the proposed reverse-

vesting transaction indisputably involve the transfer of GVC’s assets, which are 

indisputably located in Mohave County, Arizona, the United States of America. The 

reverse-vesting transaction is a house of cards that collapses on itself if the undisputed U.S.-

based aspects of the “sale” are not approved under section 363, and on this record, they 

simply cannot be. 

Section 1520 of the Bankruptcy Code provides that “sections 363, 549, and 552 

apply to a transfer of an interest of the debtor in property that is within the territorial 

 
2   The equity interests are in an Arizona limited liability company. As Maverix 
acknowledges, such interests are intangible assets endemic to the state of organization and 
are, accordingly, subject to independent analysis under section 363. 
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jurisdiction of the United States to the same extent that the section would apply to property 

of an estate.” 11 U.S.C. § 1520(a)(2) (emphasis added). This mechanism is automatic and 

mandatory. The U.S. court presiding over a chapter 15 case thus has in rem jurisdiction over 

a debtor’s assets in the United States, and the U.S. bankruptcy court—not the court 

presiding over the foreign main proceeding—has the independent obligation to ensure 

section 363 of the Bankruptcy Code is satisfied before approving transfers of assets.  See In 

re Fairfield Sentry Ltd., 768 F.3d 239 (2d Cir. 2014) (chapter 15 imposes certain 

requirements that “act as a brake or limitation on comity,” and the plain language of section 

1520(a)(2) is one such break). 

A sale or use of property outside of the ordinary course of business can be approved 

only if: (i) a sound business purpose exists, (ii) the sale price is fair, (iii) adequate notice 

has been provided and (iv) the sale was properly negotiated and proposed in good faith.  See 

In re Hernandez, 2023 WL 8453137, at *12 (B.A.P. 9th Cir. Dec. 6, 2023).  Here, the 

Monitor has failed to provide any admissible evidence of adequate business judgment.  In 

addition, Nomad and other creditors have no way to determine whether the overall sale 

price is fair, as that information has been sealed, and the Monitor has refused to provide it 

to Nomad and Patriot, despite written request and a stated willingness to enter into an 

appropriate confidentiality agreement or protective order.  

The proposed “sale” of the Residual Assets from GVC to Elevation Gold is 

completely gratuitous and, therefore, not adequately priced by any standard. The transfer of 

“Residual Assets” is also part of a transactional structure that improperly determines all 

issues for these debtors, almost exclusively for the benefit of the senior secured creditor and 

the professionals, see In re Dewey Ranch Hockey, LLC, 414 B.R. 577, 592-93 (Bankr. D. 

Ariz. 2009) (attempts to determine plan, claim, and distribution issues “in connection with 

the sale will be improper and should result in a denial of the relief requested”), which 

potentially calls the good faith of the transaction into the question.3 
 

3  Nomad has not had an opportunity to conduct discovery regarding the issues raised by 
the Monitor’s proposed transaction but observes that Geoff Burns, the long-time chair of 
the board of directors of Maverix Metals Inc., until the acquisition of Maverix by Triple 
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Moreover, Nomad asserts an ownership interest in at least a portion of the cash in 

the accounts to be transferred gratuitously from GVC to Elevation Gold. Because the 

Debtors have not refuted Nomad and Patriot’s ownership interests in such funds, GVC’s 

funds cannot be transferred or sold to Elevation Gold under section 363 of the Bankruptcy 

Code, even ignoring the failure of consideration for such transfer.  In re Silver Beach, LLC, 

2009 WL 7809002, at *6 (B.A.P. 9th Cir. Nov. 3, 2009) (“Before the bankruptcy court may 

authorize a sale under authority of section 363(b)(1), the court must determine whether the 

estate actually has an interest in the property to be sold.”); In re Orchid Child Prods., BAP 

CC-23-1011-FLS, 14 (B.A.P. 9th Cir. Sep. 7, 2023) (similar); see also In re Air Beds, Inc., 

92 B.R. 419, 422 (B.A.P. 9th Cir. 1988) (“[T]he bankruptcy court abused its discretion 

because the order allowing the distribution of the sale proceeds allows the debtor to 

circumvent the provisions of the Bankruptcy Code for the administration of a case under 

Chapter 11.”). 

C. Manufactured Standing of the Monitor in the Adversary 
Proceedings is Improper and without Valid Legal Basis. 

Although the Reverse Vesting Order now contains language clarifying that Nomad’s 

and Patriot’s rights, claims, and interests “shall not be affected by [the Canadian Court’s] 

approval of the Sale Agreement or the Transaction,” [ECF No. 132-3 at 7, ¶ 11], the Monitor 

purports to need, and has requested by separate motion, expanded powers for the purpose 

of, among other things, “[c]ontinuing to prosecute the Determination Motions.”  [ECF No. 

121 at 4, ¶ 3(d)].4  The determination motions have been withdrawn by GVC, but Nomad 

 
Flag in 2023, and board member of Triple Flag thereafter, was a director of debtor Elevation 
Gold until June 2023. The schedule of payment obligation agreements [ECF No. 1102 at 
79-80, pp.83-84 of 109] reflects significant transactions with Maverix that appear to have 
occurred during Mr. Burn’s simultaneous, conflicting service on the two boards. In addition, 
a flurry of apparent lending transactions occurred in the one year prior to the chapter 15 
filings. Creditors currently have no visibility into these circumstances, which potentially 
impact the good faith analysis and certainly merit further inquiry. 
4  The motion for recognition of the Canadian order expanding the Monitor’s powers is not 
yet set for hearing, and Nomad reserves all rights to oppose such motion at the appropriate 
time.  It is referenced here only to the extent the Motion at issue presupposes expanded 
powers as part of the reverse-vesting transaction.  
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assumes the Monitor intends to manage GVC in defense of the pending adversary 

proceedings. To the extent the Monitor or any of the current chapter 15 debtors purport to 

control GVC in such litigation after a sale of GVC to a third party, recognition of the 

Reverse Vesting Order is improper and must be denied. 

Under the purchase agreement and as stated in the Motion, GVC’s liabilities to 

Nomad for the Royalty constitute “GVC Retained Liabilities” that the purchaser inherits 

upon acquisition of GVC’s stock. [ECF No. 110 at 3 (“Under the revised Sale Agreement, 

GVC’s agreements with [Patriot and Nomad] will not be affected by the transaction and 

will remain with GVC.”)]. The transaction also contemplates the dismissal of GVC from 

the Canadian CCAA proceedings [ECF No. 132-3 at 6, ¶ 7], which should result in the 

dismissal of GVC’s chapter 15 case. Accordingly, GVC, which would be owned and 

controlled by a new non-debtor purchaser, and Nomad would need to litigate their dispute 

in a non-bankruptcy court of competent jurisdiction. The Monitor may not manufacture 

standing for itself to prosecute the adversary proceeding on behalf of an entity owned and 

controlled by a third party. This arrangement would result only in the Monitor and its 

professionals being paid more professional fees to prosecute an adversary proceeding for 

the benefit of a single credit, Maverix Metals Inc. 

IV. JOINDER 

Nomad hereby joins the arguments and authorities of Patriot in its objection to the 

Motion and incorporates them herein by reference, and reserves its rights to join other 

objections, arguments, and authorities at oral argument and any subsequent hearings on this 

matter. 

V. CONCLUSION 

For the foregoing reasons, Nomad respectfully requests that the Court enter an order 

denying the Motion in its entirety and granting to Nomad such other relief as the Court 

deems just and appropriate under the circumstances.   
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DATED this 23rd day of December, 2024. 
 

SNELL & WILMER L.L.P. 

By s/ Bryce Suzuki  
Bryce Suzuki 
James G. Florentine 
One East Washington Street, Suite 2700 
Phoenix, AZ  85004 
E-Mail:  bsuzuki@swlaw.com  
               jflorentine@swlaw.com  
Attorneys for Nomad Royalty Company Ltd. 

  

Case 2:24-bk-06359-EPB    Doc 138    Filed 12/23/24    Entered 12/23/24 08:41:03    Desc
Main Document      Page 14 of 16

454



4900-6347-6744 
 

 
 
 

 

- 2 - 
 

 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

Sn
el

l &
 W

ilm
er

  L
.L

.P
.   

L
A

W
 O

F
F

IC
E

S
 

O
n

e 
E

as
t 

W
as

h
in

gt
o

n
 S

tr
ee

t,
 S

u
it

e 
2

7
0

0
 

P
h

o
en

ix
, 

A
ri

zo
n

a 
 8

5
0

0
4

 
6

0
2

.3
8

2
.6

0
0

0
 

ORIGINAL of the foregoing e-filed 
this 23rd day of December, 2024 with  
COPIES served via ECF or emailed to: 
 
Anthony W. Austin  
Tyler Carlton  
Stacy Porche 
Fennemore Craig, P.C.  
2394 E. Camelback Rd., Ste. 600  
Phoenix, AZ 85016-3429  
aaustin@fennemorelaw.com   
tcarlton@fennemorelaw.com  
sporche@fennemorelaw.com   
Attorneys for Debtors  
 
Robert M. Charles, Jr.  
Lewis Roca Rothgerber Christie LLP  
1 South Church Ave., Ste. 2000  
Tucson, AZ 85701-1611  
rcharles@lewisroca.com 
 -and- 
Ken Coleman  
2628 Broadway  
New York, NY 10025  
ken@kencoleman.us  
Attorneys for the Monitor 
 
William L. Roberts  
Alexis Teasdale 
Lawson Lundell LLP  
1600 – 925 West Georgia Street  
Vancouver V6C 3L2 BC  
wroberts@lawsonlundell.com 
ateasdale@lawsonlundell.com 
Attorney for the Monitor 
 
Bradley A. Cosman  
Perkins Coie  
2525 East Camelback Rd., Ste. 500  
Phoenix, AZ 85016  
BCosman@perkinscoie.com  
Attorney for Maverix Metals Inc. 
 
Amir Gamliel  
Perkins Coie LLP  
1888 Century Park East, Ste. 1700  
Los Angeles, CA 90067  
agamliel@perkinscoie.com  
Attorney for Maverix Metals Inc. 
 
Paul A. Loucks  
Deconcini Mcdonald Yetwin & Lacy, P.C.  
2525 East Broadway Blvd., Ste. 200  
Tucson, AZ 85716  
ploucks@dmyl.com  
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John A. Harris  
Jimmie W. Pursell, Jr.  
Anthony F. Pusateri  
Quarles Brady LLP  
Renaissance One  
Two North Central  
Phoenix, AZ 85004  
John.harris@quarles.com  
Jimmie.pursell@quarles.com  
Anthony.pusateri@quarles.com  
Attorneys for Patriot Gold Corp. 
 
Larry L. Watson  
Office of the U.S. Trustee  
230 North First Ave., Ste. 204  
Phoenix, AZ 85003-1706  
Larry.watson@usdoj.gov  
Attorney for U.S. Trustee 
 
Jeffrey Charles Whitley  
Whitley Legal Group, P.C. 1  
7550 N. Perimeter Dr., Ste. 100  
Scottsdale, AZ 85255  
jeff@whitleylegalgroup.com  
Attorney for Hartmut Baitis,  
Robert B. Hawkins and Larry L. Lackey 
 
Patrick A. Clisham  
Michael P. Rolland  
Engelman Berger, P.C.  
2800 North Central Avenue, Suite 1200  
Phoenix, AZ 85004  
pac@eblawyers.com   
mpr@eblawyers.com  
Attorneys for Mohave Electric Cooperative 
 
Robert J. Berens 
SMTD Law LLP 
2001 E. Campbell Ave, Suite 103 
Phoenix, AZ 85016 
rberens@smtdlaw.com 
Attorneys for Trisura Insurance Company 
 
 
s/ Paula Shanahan    
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This is Exhibit “G” referred to in the Affidavit of
Hayley Roberts, affirmed before me at Vancouver, 
Province of British Columbia, February 2025.

Commissioner for Taking Affidavits for British 
Columbia
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This is Exhibit “H” referred to in the Affidavit of Hayley 
Roberts, affirmed before me at Vancouver, Province 
of British Columbia, February / Vy2025.

Commissioner for Taking Affidavits for British 
Columbia



 

 

UNITED STATES BANKRUPTCY COURT 

DISTRICT OF ARIZONA 

_______________________________________ 

In re: 

 

ELEVATION GOLD MINING  CH: 15 

CORPORATION 

 

1) STATUS AND SCHEDULING HEARING 

 

2) MOTION FOR POST-RECOGNITION RELIEF 

UNDER 11 U.S.C. SECTION 1521 AND/OR 

1507 AND ENFORCEMENT OF CANADIAN 

SALE AND DISTRIBUTION ORDER 

_______________________________________ 

) 

) 

) 

) 

) 

) 

) 

) 

) 

) 
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2:24-bk-06359-EPB 

 

 U.S. Bankruptcy Court 

230 N. First Avenue, Suite 101 

Phoenix, AZ 85003-1706 

 

December 23, 2024 

11:03 a.m. 

 

BEFORE THE HONORABLE DANIEL P. COLLINS, Judge 

 

VIDEO/TELEPHONIC HEARING 

 

APPEARANCES: 

 

For Elevation Gold Mining 

Corporation: 

Robert M. Charles 

WOMBLE BOND DICKINSON (US) LLP  

One South Church Avenue 

Suite 2000 

Tucson, AZ 85701-1611 

 

For Nomad Royalty Company 

Limited: 

Bryce A. Suzuki 

BRYCE SUZUKI 

One East Washington Street 

Suite 2700 

Phoenix, AZ 85004-2556 
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THE CLERK:  The next matter, Your Honor, Elevation 

Gold Mining Corporation and Golden Vertex, case number 24-6359.  

THE COURT:  Okay.  Let me try and save some time.  

The Court notes the appearance of Mr. Coleman.  Mr. Charles.  

Mr. Harris.  It says James Florentine, but I think it's 

Mr. Suzuki.  Let's see who we've got.   

MR. SUZUKI:  Yes.  Thank you, Your Honor.   

THE COURT:  We've got Kevin Colby (phonetic).  

Patrick Carey (phonetic).  Robert Kaufman.  Jason Knight 

(phonetic).  Now, I've got staff here.   

Is there anyone that's not a member of court staff 

that wants to make an appearance whose name I have not called?   

MR. AUSTIN:  Good morning, Your Honor.  Anthony 

Austin --  

MR. BERENS:  Yes, Your Honor.   

MR. AUSTIN:  -- Fennemore Craig, for the Debtors.   

THE COURT:  Oh, okay.  Sorry.  

MR. BERENS:  Yes, Your Honor.  It's Bob Berens.  

Represent Trisura Insurance Company and Trisura Guarantee 

Insurance Company.   

THE COURT:  Okay.  

MR. COSMAN:  Good morning, Your Honor.  Brad Cosman 

and Amir Gamliel of Perkins Coie on behalf of Maverix Metals.   

MR. ROLLAND:  Good morning, Your Honor.  Michael 

Rolland from Engelman Berger for Mojave Electric Cooperative.  
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MR. SCHMULTZ:  Good morning, Your Honor.  It's Robin 

Schmultz (phonetic), Canadian counsel, PEG Acquisition, LLC, 

the purchaser.  

THE COURT:  Hello.  

Anyone else?   

Where's my Word document?  Okay.  Well, while I'm 

trying to find what I'm looking for -- there it is.   

Although not on for hearing, let me start with 

Mr. Berens first.  When I read your objection, Mr. Berens, is 

it your position that you just want to note your objection, but 

really, you don't want -- you just want it to simmer while you 

figure out whether you can work something out?   

MR. BERENS:  That was originally the thought, and 

since filing that objection, we've received certain documents.  

But now, this morning, we received those two objections.  So 

Trisura needs to review those.   

THE COURT:  Okay.   

MR. BERENS:  And therefore, we can't withdraw the 

conditional objection, but the terms and conditions are 

fulfilled.  But at this point --  

THE COURT:  Okay.   

MR. BERENS:  -- we can't withdraw our conditional 

objection.  

THE COURT:  Okay.  Well, let me see here.  How do I 

want to proceed?  First, I don't want to forget that I -- I've 
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done a lot of reading.  Haven't been able to carefully study 

everything.  But I did even look at some of the things that 

were filed today.   

And I don't want to fail to mention how much I 

appreciate and am grateful for the efforts by Madam Justice 

Fitzpatrick to make oral reasons for her judgment that were 

transcribed that I was able to read so that I now understand 

from the court itself how it views these two proceedings, which 

general, it's a similar way that I viewed them.  I know the 

parties have different characteristics that want to add to 

them.   

But let me tell you before we get started that I've 

got a bunch of notes here that I'm reading to myself.  My goal 

is to permit these Arizona proceedings to move forward without 

prejudicing the legitimate rights of any party.  And in order 

to do that, I don't know that I'm going to be able to say 

everything that each side likes.   

So before we before we get to some questions I have, 

from the Debtor's point of view, is there anything that we need 

to know before we get started that perhaps I'm not aware of?  

MR. AUSTIN:  No.  Anthony Austin, Fennemore Craig, 

for the Debtor.  Nothing from my side, although the Monitor may 

have comments.   

THE COURT:  Okay.  I was going to go to that next.  

Anything that the Monitor wants us to make note of?   
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MR. COLEMAN:  Your Honor, I don't think so.  First of 

all, let me say it's a pleasure to have a video conference so 

we get to see each other for a minute.   

Your Honor already made reference to Justice 

Fitzpatrick's reasons for her decision on the 17th.  We also 

filed the full transcript of that proceeding.   

THE COURT:  Yeah, I didn't read that.   

MR. COLEMAN:  Okay.  Oh, we can walk you through the 

pertinent parts if you care to see them.   

We also filed, and I believe Your Honor has it, a 

supplement to our motion, which was filed because at that 

point, we had the Canadian orders that we're asking Your Honor 

to recognize and enforce.  But beyond that, I don't think we 

have anything to add.   

THE COURT:  Okay.  Thank you.  

What about the Monitor?  Anything we need to talk 

about before we get started?  

MR. COLEMAN:  The Monitor is -- we represent the 

Monitor, Mr. Charles' firm and myself.   

THE COURT:  Oh.  I'm sorry.  I was used to hearing 

from Mr. Charles.  So okay.  I'm sorry if I got you --  

MR. COLEMAN:  All right.   

THE COURT:  Okay.   

MR. COLEMAN:  That's all right.   

THE COURT:  Does anybody else have anything we needed 
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to do?  Because I've got some questions and I want to get to 

them, but I didn't want to -- if you got something you're dying 

to say, I didn't want to step on anybody.  

All right.  So can the transaction -- the transaction 

is the proposed sale or stock transfer.  Let's just call it the 

sale.  Can the sale close without explicit adoption or 

acceptance by me of the Canadian court's order?  We'll call it 

the December 19th order.  

MR. COLEMAN:  No.  

THE COURT:  Why not?  

MR. COLEMAN:  There are two -- there are two 

principal conditions to the closing.  One is an order from Your 

Honor recognizing and enforcing the sale order, which was the 

result of the hearing on December 17.  And the other is that 

the closing occur on or before December 31, which Your Honor 

will recall gave the Court and the parties some pause as to 

whether or not all the things necessary to close could be 

achieved in that time frame, and therefore the transaction was 

successfully restructured so as to -- so as to avoid any 

prejudice to Patriot or Nomad.   

But to be clear, the buyer does not have to close 

absent an order from this Court recognizing and enforcing the 

sale order.  

THE COURT:  Okay.  Well, you said two things.  

There's only one that affects me.   
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MR. COLEMAN:  Correct.   

THE COURT:  The (audio interference) by December 31 

is separate, and there's nothing I can do about that, if you 

get the thing you want, which is approval.  Right.  So then --  

MR. COLEMAN:  Correct.   

THE COURT:  Okay.  Well, there's approval, and 

there's approval.  And when you read through Madam Justice 

Fitzpatrick's order, she recognizes and clarifies that her 

order is not intended, from my reading, to do the things that 

Mr. Suzuki and Mr. Harris are worried about.  So that means 

that approval could be me explicitly recognizing that the 

December 19th order shall have no effect on what's here.  For 

example --  

MR. COLEMAN:  Yes.   

THE COURT:  -- it's low-hanging fruit.  Mr. Suzuki's 

papers seem to fear that if I approve it, the next day, you're 

going to file a motion to dismiss the Canadian proceedings and 

say, therefore, this must be dismissed.   

MR. COLEMAN:  No.   

THE COURT:  And of course, that's not the case.    

MR. COLEMAN:  No, no.  Just --  

THE COURT:  (Audio interference).  

MR. COLEMAN:  Can I just take a --  

THE COURT:  Wait, wait.   

MR. COLEMAN:  Can I just take a moment --  
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THE COURT:  Wait, wait.   

MR. COLEMAN:  Sorry.  

THE COURT:  Is that fair?  

MR. COLEMAN:  Fair enough.  

THE COURT:  Okay.  So now it's my turn.  Okay.  

MR. COLEMAN:  Yes, please.  

THE COURT:  So any order that I would be approving 

would specifically recognize this Court -- you want to call it 

the ancillary proceedings -- survives and proceeds or 

notwithstanding any order of the Canadian court.   

Two, in order for procedural, right now, just so I 

don't forget and make a record, all of the disputes -- there 

are more than two -- between Nomad/Patriot and the 

Debtor/Monitor are now deemed to be adversaries, if I haven't 

done that before, just because I want to make sure we're clear.   

Now, the second question, it's not technically here 

today, but can we move forward with simple approval by this 

Court that until a new board of directors asserts itself, the 

Monitor speaks for the board of directors, which makes 

decisions, but there's no other substantive effect in Arizona?  

MR. COLEMAN:  I think that's correct, Your Honor.  

The reason -- can I --  

THE COURT:  Sure, sure, sure.  Yeah, I'm sorry.  I 

apologize.   

MR. COLEMAN:  I just want to make two things very 
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quick.  The Monitor's stepping in to a governance role here is 

really a result of the intention of the existing members of the 

board to resign on the closing.  Okay.  So somebody has to be 

mining -- excuse the pun -- minding the store.  And that would 

be -- that would be the Monitor KSP Restructuring (phonetic).   

And by the way, Your Honor, the principal of KSP 

Restructuring is on the line today.  That's Mr. Kaufman.   

THE COURT:  Okay.  Welcome.   

MR. COLEMAN:  The other the other point, just very 

quickly, I'd like to make with respect to that issue about 

somehow we're going to set all this up and then quickly pull 

the rug out and say sorry is clearly not the case.  This case 

would terminate only upon an order closing the case being 

entered under Bankruptcy Rule 5009(c), and that would only 

happen after there's a final report by the foreign 

representative to Your Honor and the entry of an order by Your 

Honor closing the case.   

So until that time, this case remains open.  The 

issues that have been set aside for later determination up to 

and including June 30 of next year will continue under Your 

Honor's jurisdiction and supervision.  

THE COURT:  Okay.  Let me ask the Suzuki-Harris side 

something.  Either one of you can take the lead and the other 

one can say, I agree or disagree.   

If I enter an order that says the December 19th 
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pronouncement by the Canadian court is approved to the extent 

that it does not purport to have any effect on Arizona property 

or rights arising or related to Arizona property, do you object 

to that?   

MR. HARRIS:  Do you want me to --  

Your Honor --  

MR. SUZUKI:  Yes.    

MR. HARRIS:  -- this is John Harris.  Let me respond 

to that.  And I think we've stated our position as succinctly 

and in the objection that we filed this morning to that 

question.   

THE COURT:  (Audio interference).   

MR. HARRIS:  The Canadian court -- well, fair enough.  

Then let me respond directly.   

In addition to that qualification, which the Canadian 

court itself recognized needed to be in the order, that none of 

the royalty holders' rights were affected, there are other 

provisions in the order which simply do affect their rights, 

irrespective of what may have been said.  And those include, 

one, that all of the cash and all of the assets of Golden 

Vertex, the American corporation, that are identified as 

"residual assets"  are transferred from the American 

corporation up to the Canadian holding company.  The royalty 

holders have interests in those assets, in particular the cash 

receivables.  In fact, by their own language, proceeds from 
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mineral production.  And as the Court knows, the royalty 

holders' position is that they have ownership rights in those 

assets.   

One of the additional things --  

THE COURT:  Wait, wait.  Can I interrupt you?  

Because here's the problem.  Your answer is assuming that I 

haven't read all this, and I have.  And so I am asking you a 

question.  You're now citing me provisions.  You say, that 

doesn't work because the December 19th order has provisions 

that are inconsistent with our claim property rights.   

And I'm saying, with all due respect, if you'll 

listen carefully to the words I just uttered, I'm saying, I 

approve the order, except to the extent that it provides to 

affect Arizona property or Arizona property rights so that to 

the extent we find later that there is a right that you hold, 

your client holds, or Mr. Suzuki's client holds and it is 

contrary to what the other side would like to have happened, we 

go with that order didn't affect it because I explicitly said, 

if we're going to decide all of the Arizona rights and all the 

property ownership characteristics in Phoenix, Arizona. 

Do you see the difference I'm making?  The 

distinction?   

MR. HARRIS:  I am, Your Honor.  But the order that 

they're asking you to enter says expressly that those assets 

are being transferred.  That releases --  
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THE COURT:  I get that.   

MR. HARRIS:  -- are being done.  So what I'm 

struggling with is when you say none of the Arizona rights are 

affected in any way, does the Court mean that those provisions 

of the order, to the extent they affect or potentially affect 

the rights of the royalty holders, are inoperative?  If that's 

the case, then I would agree with that qualification and the 

noneffectiveness of those provisions because of the language 

that the Court just used would address the concerns.   

THE COURT:  Okay.  The reason I'm pausing is I'm 

trying not to -- I'm trying to do this in a certain order.  But 

it's difficult to do, and that's nobody's fault.   

With respect to -- I can't quote from your papers, 

but I vividly remember a statement in Mr. Suzuki's -- you 

referred to the reserved assets and the transfer of the reserve 

assets and how that adversely affects your client/Mr. Suzuki's 

property rights.  Fair summary?  Is that true?   

MR. HARRIS:  That's one of the things.   

THE COURT:  Yes.   

MR. HARRIS:  Yes, Your Honor.   

THE COURT:  Okay.  But that statement takes us all 

back to the primary issue here, which is what is the 

appropriate characterization of the rights of your 

client/Mr. Suzuki's, the Nomad/Patriot.  I'll call it the NP 

rights.  What are the -- is it real estate or is it not?  
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Because if it's not then -- and let me just -- let me start 

again.   

So when you and Mr. Suzuki refer to the transfer of 

reserved assets, the only reason that you have any skin in that 

game is because you're saying reserved assets to a certain 

extent is a synonym for our property.  Right?  You're saying --  

MR. HARRIS:  That is --  

THE COURT:  -- that is reserved -- am I wrong?  Go 

ahead.   

MR. HARRIS:  Your Honor, that is -- let me say it 

more directly, at least from our perspective.  The royalty 

holders hold interests in the minerals and their proceeds.  The 

residual assets which are transferred to GVC include proceeds, 

cash, other things like that, all of which are subject to the 

royalty holders' interest.  The royalty holders -- Patriot is 

an example -- in our papers have filed our royalty deed showing 

that it combines and is intended as a mineral interest.  It 

includes the proceeds.  We've cited the case law that supports 

the fact that our interest goes there.   

I understand that's not before the Court for 

determination now, but that is more than a sufficient prima 

facie case of an interest.  Under 363, if they are transferring 

those assets, then they are required to adequately protect that 

interest.  That means segregating them, not disposing of them, 

and holding them until this Court rules.   
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There's also no prejudice whatsoever to that being 

required, Your Honor, because these assets are no longer going 

to be used in operation of the mine.  They're just a wad of 

cash and other payment rights that are going to be parked, 

pending a determination on who is entitled to the distribution 

of them.   

So what we have asked in our papers is simply for the 

Court to order that if it is going to recognize this order, 

because that is a practical implementation of the very thing 

the Canadian court said and that the Court just said in its 

earlier question to me, which is if the Court -- can the Court 

approve without affecting any of the royalty holders' rights.   

THE COURT:  My turn.  I'm asking bad questions, and I 

apologize.  Let me try and focus in.  I'm not getting you to 

focus on what I want you to.   

And that is let's say that we all know there's going 

to be a final determination that your or Mr. Suzuki's position, 

that what your clients hold is a realty interest loses, and 

therefore we know that what you hold are contract rights.  Is 

that fair to say?   

MR. HARRIS:  I don't know what the ruling would be if 

we lose, but it would have to be something.   

THE COURT:  It would be this.   

MR. HARRIS:  The contract --  

THE COURT:  It would be this.  It would be, the Court 
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finds that the rights that are evidenced by all the writings 

and all the behaviors of the parties evidenced that what was 

granted to your clients is a contractual right to payments 

based upon production of ore from a mine.  And that's it.  No 

ownership interest in the actual property.  Just a contractual.  

It's like any other contract.   

If that was the ruling, then you in the position of 

the Canadian proceeding are just another unsecured creditor.  

Right?  And if you're just another unsecured creditor, then 

they have the ability to do the proceeding -- or the procedure 

they want to do now.   

MR. HARRIS:  Your Honor, I'm not disputing that.  But 

that ruling hasn't happened.   

THE COURT:  I know.   

MR. HARRIS:  And so until it does, we're entitled to 

protection against those interests and the dissipation of that 

property.   

THE COURT:  I kind of know that.  I'm just trying to 

figure out how we proceed from here, to start from where I -- 

to go back to where I started, which is how we go forward and 

protect that potential right of yours without prejudicing the 

other side from their need to make the company a move-forward.  

But I gotcha.  Let me try and ask something else.   

And I don't see -- see, here's my struggle.  It seems 

to me that you are unintentionally forcing me to say I either 

517



17 

 

 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

 

 

approve the order that's been submitted by the movants, or if I 

don't, I'm prejudicing your and Mr. Suzuki's clients' rights.   

And I'm saying if all I did was ignore the lodged 

order and simply entered an order saying, number one, I'm 

retaining jurisdiction.  There can be no lack of jurisdiction 

after approval of the court.  Number two, I'm saying that I 

don't purport to affect anything that was done by the Canadian 

court with respect to Canadian assets.  But with respect to 

Arizona assets and rights arising from the ownership of those 

assets, I approve the proceedings, subject to the fact that I 

don't approve anything, any provision that affects Arizona 

property rights or rights arising from Arizona property.  Those 

determinations will be made here.   

And I tried to point that to you and Mr. Suzuki and 

say, if that was it, do you object?  And I think you said, 

yeah, I still object.  And I'm trying to figure out why.  

MR. HARRIS:  Your Honor, and Mr. Suzuki has something 

to say, but let me respond this way.   

One of the assets is this cash and other things that 

are being transferred from GVC to Elevation Gold.  I don't 

think that that our position is contrary to what the Court just 

said if our interest in those assets remain completely 

unaffected and they're not dissipated and they remain subject 

to the determination of this Court when it makes its rulings 

regarding the royalty holders' interest and claims.  That's 
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what we asked for, maybe unartfully, but that's what we asked 

for as one of the protections in our pleading.   

So my only struggle, Your Honor, is when you say 

Arizona assets, those are Arizona assets, but we haven't heard 

the other side concede that.  So whatever they are, we believe 

they should be preserved, pending the order of this Court in 

the litigation if it proceeds.   

THE COURT:  Let me follow up on what you said because 

I thought about the cash.  So one of the things you've said, 

and I know Mr. Suzuki has said -- we talked about in a previous 

hearing -- listen, to the extent they took our real property 

interest, mine or, and to the extent they then sold it and 

turned that into cash, that's proceeds of our stuff.  That's 

proceeds of our real property interest.  And it's been sitting 

in the Canadian courts, and they've been using it.  

Now, if that's true, then what has happened from your 

point of view is a post-petition conversion of your property.  

And --  

MR. HARRIS:  Correct.   

THE COURT:  -- if you're not right and it's not 

yours, then they could use it subject to court order anyway.  

And --  

MR. HARRIS:  Correct.  

THE COURT:  -- Madam Justice Fitzpatrick's oral 

rulings -- oral reasons, sorry, to me sort of recognize that.  
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And she may raise in dicta of what she thinks is a potential 

issue you'd have establishing that to the extent that the money 

was spent in accordance with the court sanction or court order.  

But that's not here nor there.  The issue is what are your 

rights.   

And to the extent that people recognize that you are 

not releasing something for liability arising from 

misappropriation -- or misappropriation would mean selling your 

property or converting your property or something else and that 

the releases don't cover that, to the extent we're talking 

about Arizona property, then it seems to me easy for me to go 

forward and just try these adversaries, knowing that the things 

that you are raising, either you're wrong, and you don't have a 

right to it.  You're just an unsecured creditor, and they can 

do whatever the Canadian court said they could do.   

Or two, you're right, and you have both a pre-

petition real property right that needs to be respected, and 

you have claims based upon post-petition conversion.  And the 

extent that the releases purport to cover those two things if 

they exist, no, not to the extent it's Arizona property.  But 

everything else is none of our business in Arizona.  And sort 

of me, if you do the -- in my point of view, if you do the same 

thing with respect to the shares, either the people running the 

companies have liability for something or they don't, but it 

all goes back to question one, what's the proper 
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characterization of the interest that your client and 

Mr. Suzuki hold.    

That's kind of where I'm going.  Does that make it 

clearer?   

MR. HARRIS:  It does, Your Honor.  And I don't think, 

other than Mr. Suzuki's got points to raise about the sale 

itself, but if we were talking about a scenario in which the 

Court recognizes the order, I think that what we have asked for 

in our objection is consistent with what the Court just said.  

And that is that the royalty holders rights are not affected.  

This Court is the one that will determine all of those rights 

or any other applicable U.S. court.  And that those rights, the 

claims of the royalty holders, reach into assets that are being 

transferred from GVC to Elevation Gold under this proposed 

order.  And as long as those assets are fully preserved, 

pending this Court's ruling --  

THE COURT:  But --  

MR. HARRIS:  Then and the --  

THE COURT:  (Audio interference) that's what I'm 

saying.  First of all, your rights may very well be affected by 

what's happened in Canada.  We don't know yet because we don't 

know how to properly characterize your rights.  If your rights 

are contractual, yeah.  That's a big deal.   

And the second thing is when you talk about 

preserving your -- you actually want me to preserve the cash, 
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that's not the way it works.  Even if we go outside of 

bankruptcy, there's a conversion.  You just say you're liable 

for a conversion.  And if you spent the cash based upon someone 

saying you could, a court, then that doesn't eliminate the 

liability because the cash is not there.  That says you did 

something wrong.  You took my post-petition assets.  And even 

though you had a court that said you could pay it, you were 

liable by claim -- I'm not saying you are -- for taking my 

property and using it. But we haven't determined that yet, and 

as I'll go back to when you brought this up before, if you 

wanted that cash to be held, you need a provisional remedy, 

which you didn't seek.   

So I --  

MR. HARRIS:  Your Honor --  

THE COURT:  -- would say -- Go ahead.  Your turn.   

MR. HARRIS:  Your Honor, there's two big differences 

between where we were when we had this discussion at an earlier 

hearing and today.  The first is at the prior hearing, there 

was a claim made that the royalty holders hadn't presented any 

basis for the assertion of their interest in that property.  

That is now fully addressed in the papers that they have filed.  

That is more than a prima facia basis for claiming an interest 

in the cash.   

The second is that cash is not needed by the Debtors.  

The Debtors are just going to park the money.  And if the 

522



22 

 

 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

 

 

Debtors say that they are not going to dissipate that cash 

pending the order of this Court, then we don't have a conflict 

on that point.   

THE COURT:  You want me to issue an order that says 

what with respect to the cash?  

MR. HARRIS:  That it'll be segregated and preserved, 

pending the order of this Court in regard to the royalty 

holders' claims.   

THE COURT:  And that's not a provisional remedy?   

MR. HARRIS:  That's the same -- certainly, in our 

view, that would be done in any instance where cash collateral 

is being held by an estate pending an ultimate distribution 

that the Court would order it be preserved pending the -- and 

that's exactly what they're asking for here.   

THE COURT:  Well, with all due respect, you've 

asserted a right, an ownership right, but it has not been 

adopted.  To me, the difference is you're saying, we satisfied 

our prima facie case because we've submitted things.  And I go, 

well, you have to submit it, and they have to be viewed as 

binding by the Court or valid, such as assigned security 

interests.  Such as a deed of trust.   

Those things are things that get -- but even if you 

did that, the other side is allowed to ask for an injunctive 

hearing -- injunction hearing, excuse me, or provisional 

hearing for some types of guarantee for provisionally.  And I'm 
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not smart enough to understand why what you're asking for is 

not a provisional remedy prior to final determination of your 

property interest.   

MR. HARRIS:  Your Honor, I'd analogize it to a 

Chapter 11 case.  If we had a liquidating 11, which is 

effectively what this is, and there was a block of proceeds 

with competing claims made against them, then in every 11 case 

that I'm aware of, those proceeds would be held subject to the 

Court's jurisdiction until a ruling is made on who's entitled 

to them.  That is the only thing that we're asking for in this 

case.   

THE COURT:  Those are the --  

MR. SUZUKI:  Your Honor, may I?   

THE COURT:  Yeah.  Go for it.  

MR. SUZUKI:  So just a couple of insights to answer 

the Court's questions.  One is if the order that you're 

proposing is that there will be no order and no prejudice with 

respect to any Arizona property rights, what we're asserting 

with respect to that cash as proceeds of our real property 

interest is ownership.  And so no court, as far as I know, can 

order the sale of a third party's property.  And to the extent 

that the Canadian order does that, then that does prejudice our 

real property rights.  And --  

THE COURT:  You skip a step.   

MR. SUZUKI:  -- we've cited some law and --  
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THE COURT:  You skip a step, though, Mr. Suzuki.  You 

go, no court can issue an order that affects our property 

rights.  But so far, I don't know that you have a property 

right.  I know you claim one.  And if --  

MR. SUZUKI:  Sure.   

THE COURT:  -- we look at the cases, the documents 

evidencing your claimed property right are minimal.  

MR. SUZUKI:  Well, but the law in the Ninth Circuit 

is that under Section 363, if there's a proposed use transfer 

sale of property outside the ordinary course of business that 

is subject to a dispute, that dispute must be resolved before 

that transfer or sale can take place.  And so that's all we're 

asking is, hey, there is a dispute.  The effect of the order 

that's potentially being proposed by Your Honor is that they 

presumptively prevail.  And what we're asking is the 

preservation of the status quo to preserve our ownership 

interests in that cash, pending resolution of that dispute, 

rather than, well, now you've got to go chase people.   

If it's our property, it's not properly transferred 

from Golden Vertex, an Arizona entity, to the Canadian parent 

entity for no consideration.  That's just improper.  And the 

other part of this is that even under just a Section 1507 

analysis, it indicates, Section 1507, that no aide of -- or no 

order in aide of the Foreign Representative should be given as 

under 1507(b)(3) and (4) to the extent it would result in a 
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preferential or fraudulent disposition of property of the 

Debtor or someone else, for that matter, and that the 

distributions must be substantially in accordance with the 

order prescribed by Title 11.   

And so there is no basis, from our perspective, Your 

Honor, to if we are going to try to get some order accomplished 

here that fully preserves our rights, then we need our rights 

fully preserved.  

THE COURT:  So do I hear you now agree with 

everything I said with respect to the proposed order that I 

(audio interference) not -- with respect to the cash?  

MR. SUZUKI:  Well, I think what we would need to 

understand -- I don't know that we agree, Your Honor.  We have 

significant concerns and objections.  We'd need to hear the 

rest of this and how this order would work.  My concern with 

what Your Honor was proposing is in part what we're talking 

about now.   

When we talk about the Arizona property, what are we 

talking about?  Because what they want to do is transfer the 

equity interest of this Arizona closely held corporation in the 

form of certificated stock certificates, extinguish all other 

forms of equity interest in this entity, and then transfer away 

these GVC residual assets, which include all the cash and bank 

accounts and everything else from this Arizona entity, Chapter 

15 Debtor, up to a codebtor that is its parent company in 
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Canada.   

And so what are we talking about when we're talking 

about what is the Arizona real property that's not being 

affected if it includes cash, the accounts, our rights, and at 

that point to be resolved in some way, then potentially that's 

a solution that works.  But I'd have to understand all the 

other moving parts.  And in particular, we talked about 

retained jurisdiction.  I don't know how that would work.  What 

retained jurisdiction?   

And so we would get these things resolved, but my --  

THE COURT:  All right.  Wait, wait, wait.  Could I 

dismiss --  

MR. SUZUKI:  Um-hum.   

THE COURT:  -- this case but retain jurisdiction over 

the adversary?  Isn't that quite common?  

MR. SUZUKI:  I don't see how.  Well, but I don't see 

how because what part of the sale says it's going to do is 

transfer and assign over and the buyer or GVC is going to 

retain liabilities to Nomad and Patriot.  So those liabilities 

aren't going anywhere.  They are in GVC.  Those are completely 

retained liabilities.  And GVC --  

THE COURT:  But sorry --  

MR. SUZUKI:  -- is now owned by a third-party.  

THE COURT:  Let me slow you down so I can try and 

understand what you were saying better.  First, right now I see 
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two silos.  One is transfer the shares, and two, transfer of 

what you call residual assets.  Am I missing something?   

MR. SUZUKI:  Transfer shares and their ilk to the 

buyer.  Correct.  And then the other silo is transfer 

whatever's left, including cash and accounts. to codebtor 

parent company Elevation Gold.  So there's transfer to the 

buyer.  Transfer to the parent.  

THE COURT:  Okay.  So we've now got -- we agree there 

are two categories?   

MR. SUZUKI:  Sure.  

THE COURT:  Okay.  Let's talk about first just the 

shares.  Why do you have an interest in the transfer of the 

shares? 

MR. SUZUKI:  I'm not suggesting that we do.  

THE COURT:  Okay.  So that's clearly okay from your 

point of view?  

MR. SUZUKI:  If that were the proposed sale, then 

whatever that sale would be is the sale.  And I'm not sure that 

we would have the same objections, but that's not what's --  

THE COURT:  Well --  

MR. SUZUKI:  -- what's proposed here.  

THE COURT:  -- I'm trying to pin you down.  If there 

was just a sale of shares and a cancellation of all current 

equity interests, that has (audio interference), that doesn't 

affect you, right?  
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MR. SUZUKI:  That would be -- that would be a mere 

stock sale that arguably does not affect us.  

THE COURT:  Okay.  So now let's go back to the 

residual assets, the ones that is silo 2.  Right?  

MR. SUZUKI:  Right.   

THE COURT:  Okay. Either you have a valid interest 

because you have a real property interest.  If you don't have a 

real property interest, then you lose.  Right?   

MR. SUZUKI:  Okay.   

THE COURT:  Okay.  So we've got to get to that.  And 

if you do have a real property interest and that property 

interest includes proceeds from mine that was extracted and 

then sold.  Then that means that that account constitutes, in 

part, maybe not all, I don't know, something that the Debtor 

does not own.  The Debtor --  

MR. SUZUKI:  Correct.  

THE COURT:  -- holds it, but does not own it.  And --  

MR. SUZUKI:  Right.   

THE COURT:  -- you got to realize that, going 

forward, I've got to either treat that asset, that cash, as by 

your position something you own and then not let them transfer 

it or use it.  And then the question becomes if you're going to 

prohibit that, what's the protection for them?  I mean, what 

they're going to say is you're going to blow the deal, and 

we're going to -- this company's going to go down because we 
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can't complete it.  And if you don't do that, and if you say, I 

understand there's an argument about assets being held by the 

Debtor, the cash, and the Debtor and its principals need to 

know that if they're wrong and they purport to dispose of that 

asset, then there's potential liability.  And that's not 

uncommon outside of bankruptcy.   

I am sort of viewing this more as a situation with 

nonbankruptcy considerations.  If I owned a company and had 

this cash flow, and I go, listen, if I spend it, they're going 

to sue me for conversion, and then they may sue me for other 

things that I don't want to talk about now.  And what seems to 

me your position is I must, under 363 or 1502, I must say, 

freeze everything, and at no cost to your client -- clients, 

yours and Mr. -- and purportedly put a sale at risk when there 

may be no effective remedy for the rights and interests of your 

opponent.  Is that a fair summary of your position?  

MR. SUZUKI:  Well, no.  And here's how I would -- 

here's how I would --  

THE COURT:  Okay.   

MR. SUZUKI:  -- distinguish them.  And I know 

Mr. Harris also wants to make a point of -- what we're saying 

is not, hey, take this deal by refusing to do this.  We're 

saying that any transfer of this property that we contend, at 

least in part, is owned by us needs to be protected.   

So as Mr. Harris was saying, if that means, okay, 
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we're not going to affect in any way the Arizona interests and 

the interests of Patriot and Nomad, including this cash, that 

means they've got to segregate it.  They can transfer it, I 

guess, to a holding account and trust.  But if they're going to 

truly preserve our interests and not affect our real property 

interests just because the law in the Ninth Circuit is you 

can't use sell transfer something under 363 that's subject to a 

bona fide dispute in ownership until you resolve that dispute.    

THE COURT:  But --  

MR. HARRIS:  Your Honor --  

THE COURT:  Just a second.   

MR. HARRIS:  Oh, sorry.   

THE COURT:  Just a second.  Your real estate 

property, the cash, at best is proceeds of the sale of a real 

estate-type interest.  It says the sale of ore.  It's not the 

ore.  

MR. SUZUKI:  Well, that's what --  

THE COURT:  I think that (audio interference) use of 

the cash that is traceable to the sale of the ore is wrong, and 

it's not legal.  But I don't know that -- and it gives rise to 

potential liability.  But I don't know that it means that you 

can prevent someone for doing something wrong, just prevent 

them, from their point of view, the other side's point of view, 

and say, look, at worst, it's a breach of contract.  That's 

what they'll say.  At worst, we contractually promise to give 
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you entitlement to proceeds from the sale of the ore.  And we 

didn't do it.  And maybe we didn't do it on purpose.  That's 

intentional breach of contract has been around forever.   

So and where I'm struggling with your position is you 

must accept that we're right, that not only is this wrong 

because they contractually agreed to provide us payment of this 

proceeds, but it's an interest that's at least equal to a 

collateral interest.  And I have trouble with that.  

MR. SUZUKI:  The one distinction I would make and 

where I think we're not seeing clearly eye to eye is I'm not 

asking you to predetermine that we're right.  I'm not asking 

you to predetermine that anyone in particular is right.  What 

I'm asking you to do is preserve the status quo, pending a 

resolution of that determination.   

They've indicated in a filing some time ago that at 

least 42,000 dollars, as they calculate it, of the cash is 

attributable to our royalty, whether that's an actual royalty 

interest and a property interest or an unsecured contract claim 

will be found out down the road.  But if the money's gone, what 

is claimed as our property is gone.  They've transferred it.   

THE COURT:  All right.   

MR. HARRIS:  Your Honor --  

THE COURT:  It's worse than that, but I mean, because 

you were going to say they transfer it, and the person that we 

can seek recompense from that we can get to.   
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But go on.  What do you want to say, Mr. Harris?    

MR. HARRIS:  Your Honor, we're not arguing about 

whether the cash is transferred or not.  It is the preservation 

of the cash pending this Court's ruling.  So again, they have 

liquidated these entities under this sale.  The buyer is going 

to operate the mine using whatever funds the buyer brings to 

the table, I suppose, post-closing and all of the cash that's 

in GVC now and its rights to receivables and proceeds from 

mineral production is just being transferred to Elevation Gold 

for some ultimate distribution in the case.  It's not 

operating.  They don't need the money to operate the mine.  

So it's just a wad of money, just like any other 

liquidating case that has competing claims being brought 

against it.  As long as it is clear that that money isn't going 

to be spent pending an order by this Court and will be 

preserved until these various disputes are resolved, that's all 

we're asking.  It doesn't hold up their sale.  It doesn't 

prevent the transfer that they're contemplating.  The Elevation 

Gold is this subject to this Court's jurisdiction.  It's a 

Chapter 15 Debtor, like the rest.   

But there's nothing where these Debtors have said, 

we're going to hold that money until these disputes are 

resolved.  And the fact that they dispute our interest, a 

documented interest, doesn't make them any more right than it 

makes us when we demonstrate the interest.  They're in bona 
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fide dispute.   

So in this instance, they don't need the money to 

operate the mine.  They can do the transfer and complete their 

transaction.  The only thing that's happening to the Court's 

point is the rights of everyone in that money are being 

preserved until this Court makes its rulings on the royalty 

holders' interest.  

MR. COLEMAN:  Your Honor, if I promise to be helpful, 

can I say a couple of words about this?   

THE COURT:  Well, I think you've been very patient.  

It's your turn.  Go ahead.  

MR. COLEMAN:  Just, if I may --  

THE COURT:  Sure.  

MR. COLEMAN:  -- there was a fair amount of 

discussion at the hearing in Canada last week to assure that 

the order of the Canadian court does what Your Honor is 

suggesting be done here.  And I would point you specifically to 

paragraphs 10 and 11 of the order.  And we can get into the 

wording details in a minute.  But those provisions were the 

subject of discussion on the record and post-hearing to make 

sure that the order said what Patriot wants it to say.   

Now, this is the important part.  The intention here 

is to have these assets, these cash assets, which we believe 

are subject to the senior line of Elevation, but -- pardon me, 

of Maverix, but we don't need to make that determination.  The 
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transfer of those assets to Elevation Gold will be held pending 

resolution of disputes.   

Now, all they have to do, and they acknowledge this 

at the hearing last week in Canada, there was discussion about 

the distribution process and a notice period, where if the 

Monitor receives a notice, the Monitor cannot distribute.  

Right.  Patriot and Nomad said, both of them, that they intend 

to file just such a notice.  And I would suspect what they're 

going to do is they're going to have a one-page notice stapled 

to the top of their adversary proceeding and say, this is our 

claim.  You can't distribute.  And the Monitor will not 

distribute until Your Honor resolves the underlying dispute.   

So I think what they're asking for and what Your 

Honor is sort of trying to reach for in terms of what this is 

really about is already there.  It is already contemplated.  No 

one is going to disburse those funds absent a resolution of 

those underlying issues.  That's one.   

THE COURT:  Yeah, that was helpful.   

MR. COLEMAN:  That's one.  And I think Justice 

Fitzpatrick tried, and maybe not to everyone's satisfaction 

here, but she tried hard to make sure that the order that she 

was issuing did not trample on their rights with respect to the 

nature of the interest in the real property, if any, or their 

rights, if any, with respect to the liquid assets, if I can 

just call it that --  
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THE COURT:  Yeah.   

MR. COLEMAN:  -- that are subject -- that are subject 

to their adversary proceeding.   

Now, I'm happy to go into detail on any portion of 

that.  But the other thing I would like to remind everyone of, 

we had a discussion about this one or two hearings ago, and I 

think Your Honor has kind of touched on it a bit here.  Cash 

collateral.  Cash collateral.  Cash collateral.  The fact of 

the matter is that with respect to cash collateral and adequate 

protection, Section 363 says the burden is on the creditor to 

establish their interest.  And Your Honor has invited them to 

do that, invited some sort of provisional remedy to do that, 

and they have not done it.   

The good news is that the Monitor is agreeing to give 

them a provisional remedy.  All they need to do is provide a 

notice.  And then it will be held, and it won't go anywhere 

until Your Honor resolves the underlying dispute.  

THE COURT:  That was pretty effective.   

Okay.  It's back to you, Messrs. Harris and Suzuki.  

MR. SUZUKI:  Your Honor, if that type of 

resolution -- what we don't want to do is say, okay, well, that 

sounds great, without a full understanding of that process in 

Canada.  And what Mr. Coleman says is true, that all we need to 

do is file a notice with our adversary proceeding complaint 

attached and they're not going to expend those funds and 
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they're not going to quibble with us about that or try to 

railroad us and disperse those funds in the Canadian 

bankruptcy, then I think that is along the lines of what Your 

Honor has suggested, which is no prejudice to our rights.   

Now, we never got an accounting of that 42,000 

dollars that they disclosed to us.  I suspect that amount is 

too low.  So if we can get an accounting and we say whatever 

the funds are attributable at three percent and here's our 

complaint and they're not going to expend those funds, great.  

But if what they're saying is we now have to go to Canada and 

fight in Canada over a distribution process, that is not 

preserving our rights under the Arizona outfits that Your Honor 

suggested.  

THE COURT:  Why, I think that I can -- I don't know 

if I can -- I can't do anything that affects what --  

MR. SUZUKI:  Sure.  

THE COURT:  -- the Canadian justice is going to do, 

nor would I purport to.  But it seems to me that when I look at 

everything that's being said, and maybe I'm the one that has 

the simplest mind, but something pops out.  And that is you're 

now saying, oh, well, we just don't want to trust them.  Well, 

what if I put in my order that part of it is that -- well, let 

me start over.  I get too down out as a -- generically define.  

Generically define the account that you're talking about, the 

residual/NP asset that is in the form of cash that's going to 
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be transferred as a result of the Canadian-approved 

transaction, can be known as -- fill in the blank, please.  How 

do you identify it?   

MR. SUZUKI:  The GVC residual assets, which is how 

they defined it in their purchase agreement.   

MR. HARRIS:  And Your Honor --  

THE COURT:  And that's --  

MR. HARRIS:  -- it's defined -- I can answer for Your 

Honor.  They define it, and what is being transferred is GVC's 

presale closing cash, accounts receivable, and rights to 

proceeds for mineral extraction from the end.   

THE COURT:  Is what?   

MR. HARRIS:  That's what's --  

THE COURT:  The last thing's all you're interested 

in, isn't it?  Right?   

MR. HARRIS:  No, Your Honor, because as we've laid 

out in the adversary complaint and as the Court knows, if we 

have an ownership interest and if there has been a conversion, 

then the royalty holders are entitled to a constructive trust 

over funds.  They are entitled to a conversion claim.  They are 

entitled to the turnover of any funds that are subject to their 

claim.  None of those things have been determined yet.  I 

understand the Debtors dispute it.  But all of that property is 

subject to claims by the royalty holders.  And as counsel for 

the Monitor just stated, if all of that property is going to be 
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preserved pending the determination by this Court of the 

royalty holders' claims and relative interest in that property, 

then that is what we were asking for.   

THE COURT:  So from your point of view, if we were 

going to try and resolve temporarily this dispute, it would be 

by an order coming from this Court that references the decision 

of the December 19th order, but explicitly states that there 

shall be no distribution of blank funds -- we'll go back to 

what that means -- pending order of this Court after final 

resolution of the parties' adversaries.  Is that a fair 

summary?   

MR. HARRIS:  Yes, Your Honor, coupled with the other 

two things that the Court has already mentioned, which is the 

express recognition that notwithstanding this transaction, none 

of the royalty holders' rights are affected in any way, as the 

Canadian court already found, and that to the extent any 

releases, nonconsensual third-party releases, were ordered by 

the Canadian court, those are not operative to the extent there 

is a liable party that this Court finds to the royalty holders.   

THE COURT:  That's three things.  Is that a full 

list?  

MR. SUZUKI:  Well, there's a separate issue, Your 

Honor, regarding jurisdiction post-sale and who we're actually 

litigating against.  I don't know that that needs to be 

addressed immediately.  Your list sounds to me like it takes 
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care of our concerns about fully protecting our interests.  We 

would want to see the form of order.  I'm also curious as to 

whether the contemplated form of order -- I'm sure they have 

one -- has all the 363 bells and whistles, which, from the 

sounds of it, your order would not grant them.  363(m) 

finality, for example.  Findings of good faith.  Those kinds of 

things.  I think what Your Honor suggested at the outset is 

okay, here's a list of things that I need to do to address your 

concerns and fully preserve your rights.  And whatever is 

granted is subject to that.  

THE COURT:  Well, I want to do -- I want to do 

something much simpler than that.  I want to have a very short 

order that just says that before me is a request to approve the 

order entered by the Canadian bankruptcy court on December 

19th, 2024, and it is approved based on the following 

conditions.  Boom.  One.  Two.  Three.  Now, you ready to 

support, which is who are the parties, I can't answer that now 

because what you're telling me is you may want to add someone 

as additional parties someday.  That's kind of out of my 

bailiwick right now, I think you'd agree.  

MR. SUZUKI:  Yeah.  And certainly, we would need to 

address those issues.  But the immediate concern is what do we 

do with these pending adversary proceedings if the primary 

defendant is sold to a third-party?   

THE COURT:  Well, but --  
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MR. SUZUKI:  Do we just name that defendant and get 

rid of everyone else?  And who are we levying it against?  

Because the Monitor has also said, oh, well, we're going to 

control the -- we're going to step in for the officers and 

directors and control GVC, who's now owned by a third party 

with respect to this litigation.  

THE COURT:  Well, Mr. Suzuki, let's pretend there's 

no bankruptcy.  They could do that anyway, right?  It could be 

in the middle of a commercial litigation sale.  By the way, we 

sold the company.  And that may cause you to respond and say, 

well, let's see what the consequences of that sale were.   

But that's not on the plate right now, other than 

you're saying they're going to sell -- let me finish.  Then 

you're going to say, they're going to sell the shares.  We've 

already crossed the bridge that you say, that's none of our 

business.  None of your business.  They sold the shares.  

But now you're talking about -- we talked about the 

second side.  Well, what about the assets?  We've now talked 

about, in my mind, a resolution of that problem.  But now you 

brought up something else.  Well, there may be some people, 

based upon a sale that we think just puts us in a position -- 

and I agree with you -- as to whom are we suing.  But I can't 

answer that, and maybe you can't either today.  

MR. SUZUKI:  I'm not sure that we can.  I can say 

that the other part of the third-party releases is this 
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permanent injunction for litigation against GVC.  We don't 

think that's appropriate on a go-forward basis.  

THE COURT:  It is appropriate, except to the extent 

that it affects Arizona assets or rights from Arizona property.  

MR. SUZUKI:  Right.  Fair qualification, and that's 

all I'm saying.  To the extent it affects our stuff, if they're 

continuing to expend proceeds that are attributable to our 

royalty, then GVC and its new principals would be subject to 

liability, just as GVC, the bankruptcy Debtor and its 

principal, soon to be former principal, would be subject to 

that liability.  So --  

THE COURT:  And that's my reading.  That's what I 

read into the Madam Justice Fitzpatrick sort of is saying, 

listen, take your Arizona property and your Arizona rights to 

your Arizona bankruptcy court and decide them.  But in my 

Canadian bankruptcy, I'm going to do what I view I should do 

under Canadian law.  And I respect that and because it's true.   

And I want that Madam Justice to know, I'm not trying 

to say if you want to give permanent injunctions and the 

broadest releases possible, that's none my business.  That's 

Madam Justice Fitzpatrick's, except to the extent that it may 

lap over onto Arizona property or Arizona property rights.  And 

there, my order says the order has -- the Canadian law has no 

effect with respect to those things.  And I think I've 

speculated that she'd say, yeah, what are we talking about?  I 
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agree.  That's --  

MR. HARRIS:  Your Honor, I think that -- I'm sorry.  

I spoke over the Court.   

THE COURT:  Oh, that's okay.  What we're going to do 

is I'm just going to suggest that one of you prepare a form of 

order and look at it.  See if we can get a stipulated order.  

If you can't, then you could submit competing form of orders 

and roll the dice.  But it looks to me like the Debtor, and 

more importantly, the Monitor, have taken very reasonable 

positions here today as to give effect to get their sale done 

but preserve your rights.   

MR. SUZUKI:  Yeah.  We're fine submitting a form of 

order along the lines of what you've talked about, Your Honor.  

Just one point of clarification, and this does dovetail a 

little bit into what we just talked about.  I understand this 

is not part of what necessarily needs to go into this order, 

and in fact, that's sort of my point.   

They filed a motion for expanded powers, and that may 

play into how or who controls these entities for litigation a 

that is not on calendar.  I don't think it's been set for a 

hearing.  I assume that we would have our rights reserved and 

that that would be taken up in due course as it relates to 

those issues.  And if that's the case, that's fine.  We will 

not put anything in the order to that effect.  We'll keep it 

very simple, along the lines of what Your Honor said.  But I 
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just want to confirm that that is not part of what's 

contemplated in this order.  

THE COURT:  If it's not on calendar, it's not being 

decided today.   

Oh, Mr. Charles, go ahead.  Your turn.  

MR. CHARLES:  Would you, when it's convenient for you 

and your staff, set it on calendar because if the Ds and the 

Os -- if the sale is approved, if the transaction closes, and 

if the Ds and the Os resign, you need a human being to act.  So 

if we could -- we would appreciate a hearing setting.  And I 

think we asked for an expedited hearing.  That's what I thought 

the status hearing would be about is to see when to schedule 

that hearing.  

THE COURT:  I absolutely will do that as soon as I 

can, but do we really have something -- when I listen to 

Mr. Charles talk about this, I'm hearing all we want to do is 

have someone that we can say in this period where the board of 

directors resigns and before there's a new one that's running 

whomever, we got to have someone that when, Judge, you set a 

hearing can speak for the entity.  And he's saying that's the 

Monitor.  And so I'm thinking, is that controversial?  

MR. SUZUKI:  That's not what they're -- at least 

that's not how I read their motion.  And so if that is all 

they're saying, then I don't think we have a ton of 

controversy.  If it is as the way I read it, which is expanded 
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powers that endure beyond this interim period of transition, 

then I think we may have a controversy.  And that's why we need 

to get it set for hearing, I suppose.  

THE COURT:  All right.  Let's do it.  Let's set a 

hearing.  Oh, this is not a good week for hearings, is it?   

When do you want it, Mr. Charles?  

MR. CHARLES:  I have to shut up and let Mr. Coleman 

speak again, Your Honor.  

THE COURT:  All right.  What do you want, 

Mr. Coleman?  

MR. COLEMAN:  Yeah.  Your Honor, we'll do it as soon 

as possible, with Your Court's -- with Your Honor's calendar.  

But I don't hear anybody suggesting that upon the resignation 

of officers and directors that we should have a period during 

which there is no one.   

THE COURT:  I agree with that.   

MR. COLEMAN:  Right.  So it has to be the best 

possible person for that assignment and the one that I would 

think is used to operating as a fiduciary would be the Monitor.  

And the notion that the Monitor is going to somehow run off 

with the money or do some untoward thing or not be responsible 

in the adversary proceeding is not only ridiculous, but 

offensive, Your Honor.   

So we need someone to be in charge.  The Canadian 

court has said if there's a resignation, the Monitor is going 
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to be in charge.  The Monitor will step in place of the 

officers and directors.  That is not controversial.  And I 

would think it would be something that Patriot and Nomad would 

want to see, as opposed to some sort of corporate governance 

confusion and vacuum, during which God knows what can happen.  

So it's not a complicated motion, Judge.  

THE COURT:  I hear you.   

MR. HARRIS:  Your Honor --  

THE COURT:  So two things, and -- oh, I'll promise 

I'll let you (audio interference) if I can just have a minute.  

And that is I'm going to set the hearing for Friday.  As I've 

recognized a couple of times, I acknowledge the large amount of 

talent that participates in these hearings.  And I'm really 

hopeful that before the 27th, you can just say we may have 

differences, but we've got a form of order that is consistent 

with what I just interrupted, unfortunately, Mr. Coleman 

saying, I agree that I don't want a gap period where there's no 

one speaking for the Debtor, and I don't think anybody else 

wants that too.   

I'll be surprised if the hearing's not vacated 

because you all have come up with a stipulated order.  But 

assuming you can't, we'll all get together on Friday, it's a 

Zoom conference at 11, unless someone tells me now that really 

is bad.  I'm having surgery.  I'm planning an accident.  

Something that means that -- okay.  
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So now I interrupted you, Mr. Harris.  Anything that 

you want to say?   

MR. HARRIS:  No, Your Honor.  I think we can address 

what I was going to say in a form of order.   

THE COURT:  Okey-dokey.  All right.  Anything else 

you want to talk about?  

MR. BERENS:  Your Honor, just briefly.  Your Honor.  

Your Honor --  

THE COURT:  Go ahead.   

MR. BERENS:  -- Bob Berens.  Just one more thing.   

THE COURT:  Oh.   

MR. BERENS:  We've filed a motion to seal last 

Friday.  

THE COURT:  Oh, yeah.   

MR. BERENS:  And it's very --   

THE COURT:  I read your motion, and I don't know why 

you filed a motion to seal.  But usually, what I do it is 

initially granted.  And then if someone doesn't like it, we'll 

have an expedited hearing about why I shouldn't have done it.   

Okay.  Does anyone still want to hear, be heard in 

opposition to that?   

Okay.  It's granted.  Does that help you?  

MR. BERENS:  Thank you, Your Honor.  I appreciate 

that.  

THE COURT:  All right.   
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MR. COLEMAN:  Your Honor, this is Ken Coleman again.  

Just very, very briefly in terms of the form of order that will 

ultimately be submitted to Your Honor.  Hopefully, it's quick 

and simple.   

I mean, our intention and the way we've done this in 

other cases is to have an order of the U.S. court that says 

we're enforcing the order of the Canadian court, which is 

attached.  Right.  And I think it's relevant to understand that 

a fair amount of time, my guess is a substantial portion of the 

42,000 dollars that has been discussed in this hearing was 

probably consumed around that very wording that is in the 

Canadian order.   

That order, I think, should be our starting place, 

Your Honor, if I may be so bold as to suggest that because I 

think it says in several places what Your Honor is looking for.  

So if we can agree, and Patriot at the very least agree to that 

form of order, if we can just start with that, I think your job 

is easier, and the process is smoother.  

THE COURT:  Well, rather than have you respond, 

gentleman representing NP, let me just suggest this.  When you 

decide what you want to submit, realize that were I -- first 

thing, the important part is what you want to have me say.  

What you want to have me say as to respect to the status of the 

Arizona proceeding.   

So I would hate for you to get bogged down in 
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something you don't like.  I won't call it nitpicking, but 

craftsmanship on something that was done Canada, unless you 

conclude there is no way that I could have Judge Ballinger sign 

something that doesn't make clear the limits on the releases, 

the limits on the release of liability, the effect of 

continuing jurisdiction, and the answer that we're going to 

have our day in court to have an Arizona court say -- and 

you've already told me, and then probably an Arizona Court of 

Appeals or an bankruptcy court -- but say what our rights are.  

So just, that's all I ask.  

Now, go ahead.  What do you want?   

MR. COLEMAN:  Sounds good, Your Honor.   

THE COURT:  Anything from you, Mr. Suzuki?  

MR. SUZUKI:  No.  I think --  

THE COURT:  Okay.   

MR. SUZUKI:  -- we understand, Your Honor.  

THE COURT:  Okay.  Happy holidays.  Thank you all for 

being available.  Enjoy your family.  

(Proceedings Concluded) 

 

I certify that the foregoing is a correct transcript from 

the record of proceedings in the above-entitled matter.  

Dated: January 31, 2025 ____________________________  

eScribers, LLC 
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Phoenix, AZ 85020 
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THE CLERK:  In the matter of Elevation Gold Mining 

Corporation, case number 24-6359.  

THE COURT:  Okay.  Good morning everybody.  I can 

see -- this will save time -- Mr. Coleman, Mr. Austin, 

Mr. Harris, Mr. Suzuki, Mr. Charles -- let me see.  Now it goes 

down to my staff.   

Is there anyone else that wants to make an appearance 

in this case that I haven't called?  

MR. BERENS:  Yes, Your Honor.  Bob Berens represent 

Trishira.  

THE COURT:  I apologize.  I did that last time.  

Okay.  So --  

MR. BERENS:  That's okay.  Thank you.   

THE COURT:  -- we have one specific matter and then 

another one I want to discuss today.  But before we get 

started, because I think we can move forward today with without 

wasting much of your time, is there anything that you all need 

to maybe bring me up to speed on, some agreements or some 

resolutions or anything that the parties have negotiated?  

Nope?  Okay.  So with respect to the proposed form of 

order regarding the recognition of the Canadian sale, I've read 

what was filed by the parties.  I do think that the -- I call 

it the Nomad/Patriot interests raised a point with respect to 

the proposed order submitted by the Monitor/Debtor.  So if you 

look at the other form of order, the proposed form order 
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submitted by the Patriot/Nomad interests, and if you go to 

paragraph (d) on page 4 at line 16, I want to make a comment on 

that, but I want to make sure everybody's got that in front of 

them.  

THE CLERK:  Oh, Mr. Coleman, I believe he may be 

having some technical issues.   

Can you hear me, Mr. Coleman?  Oh.  

THE COURT:  Oh.  Uh-oh.   

MR. COLEMAN:  All right.  Let's see.  

THE COURT:  Did you want to speak, Mr. Coleman?  It 

shows that the -- it shows that you maybe want to say 

something.   

Uh-oh.  Well, now the hand went down.   

Can you hear me now, Mr. Coleman?  

Can't hear?  

MR. CHARLES:  Your Honor, this is Rob Charles.  Could 

you ask your staff to give him the dial-in number?  And he 

could at least dial in, and that way, he could hear.  

THE COURT:  That's a good idea.   

THE CLERK:  Yeah, I'll --  

THE COURT:  Could you do that?   

THE CLERK:  I'll send it to him in the chat and see 

if --  

MR. COLEMAN:  All right.  All right.  I've 

disconnected so -- and came back in.  I can hear you now.  
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Apologies.   

THE CLERK:  Oh, great.  Great.  Okay.  

THE COURT:  Oh, could you hear what I was saying 

before?  

MR. COLEMAN:  No, Your Honor.  

THE COURT:  Okay.  So I'm trying to figure out -- I 

think we might be able to move expeditiously here today, and I 

asked if the parties had had any negotiated resolutions to 

which I was not aware of, and no one said there were.   

MR. COLEMAN:  That's fine.  

THE COURT:  So now, I'm asking everybody to please 

look at the form of order submitted by the Patriot/Nomad 

interests on page 4, paragraph (d), which is line 16.  

MR. COLEMAN:  Your Honor, when was that -- when was 

that order submitted?  

THE COURT:  I don't know.   

Mr. Suzuki.  I can't hear you.   

MR. COLEMAN:  We submitted an order on behalf of the 

Monitor.  

THE COURT:  I saw that.  And then there was an 

objection to that.  And when you couldn't hear me, I said there 

was one reference to that objection that I thought was valid.  

And so now, I'm looking at what was submitted as the competing 

form of order, which is similar but not identical to the one 

you submitted.  And you'd ask when that was submitted.   
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Do you know, Mr. Harris?  

MR. HARRIS:  I believe it's docket entry 143.  It was 

on Thursday at 5:03 p.m.  

THE COURT:  Thursday at 5 p.m.  

MR. COLEMAN:  Your Honor, I don't have that order.  

Maybe Mr. Charles has it and can forward it.   

MR. SUZUKI:  Your Honor, can you hear me now?   

THE COURT:  I can, but you're echoing.  

MR. SUZUKI:  Sorry.   

THE COURT:  Okay.  Now, you're good.  I think so.  

MR. SUZUKI:  Okay.   

MR. HARRIS:  Can you hear me, Your Honor?  

THE COURT:  I can.  

MR. HARRIS:  Okay.  Thank you, Your Honor.   

MR. SUZUKI:  Yes.  We submitted the order yesterday 

afternoon.  

THE COURT:  Okay.  They're both valid but --  

MR. HARRIS:  We had exchanged with counsel for the 

Monitor prior to filing.  That was the topic of the phone call 

yesterday.  So they have had it both informally and then 

through the filing of yesterday.    

THE COURT:  Mr. Coleman.   

MR. COLEMAN:  Yeah.  I'm looking at it now.  

Apologies for breaking in on that.  But that wasn't sent to Ken 

Coleman.  At least, it's not in my email.  It's not in my 
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inbox.  I'm looking at it now.  Mr. Charles has sent it to me.  

It would have been served through the ECF noticing system.  

THE COURT:  Well, from my brief review, the major 

differences are those that relate to the objections that the 

Nomad/Patriot interests had made to the form submitted by the 

Monitor/Debtor with respect to the two paragraphs that they 

asserted contained representations that were not substantively 

addressed by the Court.  And I agree with that.   

So now, what I'm doing is looking at the form of 

order submitted by Nomad/Patriot.  I have a couple of 

revisions, minor ones, but I think I wanted to make the parties 

aware of.  And then I was going to say, with those revisions, 

are there further comments?  Probably.  I'd direct that to 

Debtor/Monitor that you would want to make and that's an 

objection to the form of order submitted by Nomad/Patriot.  Let 

me at least make you aware of what those revisions are, and 

then you can say whatever you want.   

So if you look at page 4, line 16, paragraph (d), 

where there's the heading, "Third-party Releases."   

MR. COLEMAN:  Um-hum.   

THE COURT:  The Patriot/Nomad order to me generally 

reflects what was said before.  However, when I was talking 

about the scope of the releases, there were two points that I 

intended to make.  One was that I agree that it addressed the 

third-party-release issue that was raised by the Nomad/Patriot 
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issues, that the release by the Canadian court would not affect 

any third-party claims that there may be with respect to 

Nomad/Patriot and any claims with respect that exists here, so 

long as they arise out of or relate to Arizona law or Arizona 

property so that when I read paragraph (d), to me -- and I did 

this in two seconds five minutes ago, so I'm not -- if there's 

somebody that wants to change the wording, wordsmithing, 

doesn't matter to me.   

What matters to me is that I express to you what my 

issue is, and that is what it should say is third-party 

releases granted in the Canadian border shall not be  

recognized or affect the United States with respect to claims 

arising under or relating to Arizona property, or something 

like that.   

And I want to make that separate because now we're 

talking about the claims of the parties here, which I say, 

they've got to be related to Arizona property.  They've got to 

be Arizona law.  And then separate, I would say, and/or to any 

claims the royalty holders have against third parties because 

with respect to third parties, I'm not making that limitation.   

If you've got some auto accident or some claim 

against the third-party, then okay, that's not affected.  But 

with respect to these parties, your existing disputes, I think 

it's clear that the Canadian judge and I have said what  

relates to Canadian property are subject to Canadian court.  
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And with respect to Arizona property and Arizona rights, they 

stay here.  And I just think that some type of revision with 

respect to what I just mentioned is required to make that 

clear.   

Do you understand what I'm saying?  

MR. HARRIS:  This is John Harris, Your Honor.  I 

believe we do if -- can we use the term "United States 

property," as opposed to Arizona property?  

THE COURT:  That doesn't bother me.  But just out of 

curiosity, is there any United States property that's not 

Arizona property that we're dealing with here?   

MR. HARRIS:  I don't know, Your Honor.  That's the 

reason we'd like to say United States.  We don't know where in 

the United States all of the GCV property is held but --  

THE COURT:  Okay.  With respect to that, is that the 

only proposed revision to what I suggested that you or 

Mr. Suzuki have?  

MR. SUZUKI:  Just to make sure, Your Honor, you would 

just be replacing Romanette (i) in paragraph (d), correct, with 

claims arising under or relating to --  

THE COURT:  Yeah, what I want to make clear is -- 

what I make clear is that there is a restriction on the scope 

of the carve-out we're having here with respect to these 

parties and these claims that does not exist with respect to 

Mr. Smith that's walking down the street now that none of us 
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know about.  

MR. HARRIS:  So if we qualified Romanette (i) by 

making it clear that the Romanette (i) applies to United States 

property.  

THE COURT:  It's okay with me.  

MR. SUZUKI:  Yeah, I think so.  I think that works, 

Your Honor.  I think that works.  

THE COURT:  Okay.  I think we made progress.  Okay.  

So yes, the answer is yes.  

MR. SUZUKI:  Yeah.   

MR. HARRIS:  Yeah.   

THE COURT:  So with that, that's the only thing 

popped out to me.  Is there anything else that the 

Debtor/Monitor want to address?  

MR. COLEMAN:  Possibly, Your Honor.  I just need a -- 

I'm a terrible disadvantage here because I'm just --  

THE COURT:  Okay.  We still have a --  

MR. COLEMAN:  -- seeing this for the first time now.   

THE COURT:  Okay.  We still have a copy.   

MR. COLEMAN:  I mean, we did have a conversation 

about another form and --  

THE COURT:  I've got an idea.    

MR. COLEMAN:  -- I'm sure the same form --  

THE COURT:  I've got an idea.   

MR. COLEMAN:  -- of order they've had for, I don't 
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know, seventy-two hours.   

THE COURT:  Okay.  I've got an idea.  And that is I'm 

going to direct that the Nomad/Patriot people submit a revised 

form of order.  And then if you have -- if you find out -- I 

agree with you that your -- if you find out, oh, there's a big 

issue that we didn't get to take, then you could submit an 

objection to that.  But I'm not going to have another hearing.  

If there's --  

MR. COLEMAN:  Yeah.  

THE COURT:  -- something that kind of suddenly took.  

And I'll consider anything that you or Mr. Charles submit.  But 

I think we're at a point where we've spent enough time on this.  

I think we can get something that works done very quickly.   

MR. COLEMAN:  Yeah.  Your Honor, I do have one issue 

that we might use till we --  

THE COURT:  Okay.   

MR. COLEMAN:  Right.  So right now --  

THE COURT:  Okay.   

MR. COLEMAN:  -- in terms of that order.  And it was 

the subject of some conversation between the parties.   

THE COURT:  Okay.   

MR. COLEMAN:  And I think that 5(b), as in boy, 

beginning with "All GVC" --  

THE COURT:  I got you.  I got you.   

MR. COLEMAN:  What's that?  Sorry.   
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THE COURT:  I got you.   

MR. COLEMAN:  Yeah.  So the problem we've got here is 

that GVC residual assets is really consists of the cash and the 

accounts receivable of GVC being transferred to Elevation Gold.  

What this order -- and there are expenses that need to be paid 

from that, from those assets Your Honor, and those are the 

expenses, generally speaking, that have been reflected in the 

cash flow statements attached to the Monitor's report since the 

beginning of the case and that all creditors, including Patriot 

and Nomad, have seen detailed receipts and disbursements.  And 

there are additional disbursements required.  And what this -- 

our concern about this provision is that it in effect imposes 

the type of provisional remedy that they haven't sought and 

that Your Honor, going back two months ago, suggested to them, 

if they wanted to freeze assets, that they would have to seek a 

provisional remedy.   

What we were trying to do, Your Honor, to try to 

close the gap a bit, provide them with protection to a point, 

but not to hamstring this estate with unpaid closing costs   

and operating expenses, we proposed to segregate from that pot 

of assets an amount equal to their combined royalty 

percentages.  

THE COURT:  That's not what you said last time.  

MR. COLEMAN:  What we talked about last time, Your 

Honor, was the distribution order.  
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THE COURT:  Well, let me try -- let me try and 

quantify this.  What you just described to me is a situation 

where, okay, this Canadian order is approved, and we all know 

that there are existing expenses relating to getting to where 

we are today to have this sale go forward.  Those are 

quantifiable.  Everybody knows what they are.  

And what you're saying is we don't want the other 

side, Nomad/Patriot, saying that we can't pay those because of 

this order, which to me seems quite easy to address, to just 

say what we're talking about here are the net proceeds that are 

available for after the close of the transaction, but the 

people of the company, expenses you're paying, are not, which 

means that at the end of the day, there will be payment of the 

expenses.  Then there'll be the net proceeds from the 

transaction.  And those are the ones that I thought we were 

that I assumed we were referring to last time.  And so I think 

you and I are of one mind on that.   

But my memory is not the same as yours about the fact 

that there was this we're going to take a percentage of this 

pot of money.  

MR. COLEMAN:  Right.  You're quite right, judge.   

THE COURT:  Okay.  Okay.   

MR. COLEMAN:  You're absolutely right.  We were 

trying we were trying to put that in to provide additional 

comfort to Patriot/Nomad.  And what they've said is they're not 
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interested in that.  They just want to freeze the entirety of 

the residual assets and the entirety of the sale proceeds.   

THE COURT:  Well, judging on Mr. Suzuki's head 

shaking, I'm assuming he's going to either disagree with that 

or say, we agree that we're talking about the net proceeds 

after the sale.  And I'll come back to you.   

But is that right, Mr. Suzuki?  

MR. SUZUKI:  Well, yes and no.  Well, here's the 

issue, Your Honor.  And you're right.  At the last hearing, 

Mr. Coleman and I went back to the audio and pulled the audio 

because this was the subject of considerable discussion 

yesterday.  What Mr. Coleman said is that he brought up this 

issue to Your Honor.  Cash collateral.  Cash collateral.  Cash 

collateral.  The fact of the matter is that with respect to 

cash collateral and adequate protection, Section 363 says the 

burden's on the creditor to establish.  Your Honor has invited 

them to do that, invited some sort of provisional remedy, and 

they have not done it.   

And here's the important part.  The good news is that 

the Monitor is agreeing to give them a provisional remedy.  All 

they need to do is provide a notice, and it will be held.  It 

will not go anywhere until Your Honor resolves the underlying 

dispute.   

THE COURT:  Well --  

MR. SUZUKI:  And what we're hearing now --  
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THE COURT:  I've read all that.  I read all that.  

But just let me -- instead of having -- and I try and respect.  

Good advocates need to make their points.  But I'm not 

necessarily disagreeing.  But what I want to pin you down on is 

what I just asked you, which is what Mr. Coleman's saying is 

the what exists to be held, what exists for there to be a 

provisional remedy applied against is not the bank account 

number as of the last time we had a hearing?  It's the account 

minus the expenses that have been proposed to the Canadian 

court, that I think, what I'm hearing from him, there probably 

aren't any disagreements about.   

Am I mishearing that?  

MR. HARRIS:  Your Honor, this is John Harris.  I 

think I can resolve it simply by tracking and referencing the 

order of the Canadian Court.   

So under the Canadian order and under the vesting 

transaction that's proposed, at close, so when the transaction 

closes and GVC no longer has any responsibility for any ongoing 

operational costs or anything else, the order provides that the 

residual assets, the defined GVC residual assets, will be 

transferred to Elevation.  And as the Canadian court itself 

recognized in her oral rulings, which have been filed with the 

Court, she recognized that those assets will be held.  Using 

her words:  

"It is anticipated at the end of the day that the 
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sale proceeds, in addition to the residual assets, 

will ultimately rest in Elevation to be distributed 

in accordance with the priorities that currently 

exist."   

So we're not -- so at the close, whatever is there at 

close as GVC residual assets will be transferred to Elevation 

Gold to be held pending some ultimate distribution.  And This 

Court's orders will be very fundamental to that.  And the sale 

proceeds, which, as we understand it, are net proceeds from the 

sale that will be paid to the estate will also be held.  So we 

are not -- we tracked exactly what the Court said.  So whatever 

the residual assets are that are transferred under the Canadian 

order at close of the sale and the sale -- and the net proceeds 

of the sale, whatever proceeds are paid to the estate, which 

both of which the Canadian court has already said are going to 

need to be held, are held.   

So that's all that we did, Your Honor.  We're not 

trying to prejudge or determine what those assets will be at 

close because we don't know or what expenses will be paid prior 

to close because we don't know.  But once it closes, those 

residual assets and the net sale proceeds are simply paid over 

to Elevation Gold to be held pending an ultimate distribution.  

And that's what was discussed at the hearing, and that's what 

our language provides.   

So we are not arguing the --  
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MR. COLEMAN:  May I just try to interject something 

here, Judge?   

THE COURT:  You can in a minute.  You can in a 

minute.  Just give me one minute.   

So what I'm hearing you say is consistent with what I 

just thought I said, which is what we, we, being Nomad/Patriot 

are saying, when you close the sale and you pay the expenses 

related to it and you pay all the things that may be legitimate 

claims against it, and after that happens, you now have the 

residual assets.  And those are the ones that you, 

Nomad/Patriot, are saying the relief to which you're asking me 

to sign and grant apply.  Correct?   

MR. HARRIS:  It is correct.  The only reason I 

hesitate, Your Honor, is the Canadian order, the sale order 

doesn't say what happens to the GVC cache or what GVC can do up 

to the point of the sale closing.  So the Canadian order just 

says whatever is there at close, in terms of accounts 

receivable, cash, rights to the proceeds, will be transferred 

at close to Elevation Gold to be held pending ultimate 

distribution.   

So my response, Your Honor, is we are not -- Patriot 

is not -- and I don't believe Nomad is, but Mr. Suzuki can 

speak for himself -- we are not asking the Court to freeze 

assets of GVC until prior to sale close.  The order says at 

close, there's going to be a block of remaining residual assets 
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owned by GVC.  That's what goes up to Elevation Gold, and 

that's what's to be held.   

What expenses they pay from today to sale close, 

neither Mr. Suzuki or I or anyone knows.  And we're not 

purporting to ask this Court to control that.  But when the 

sale closes, the Canadian order says everything that remains 

that is a remaining cash, account receivables, right to 

proceeds from mineral extractions will be transferred to 

Elevation Gold to be held pending, to use the Canadian court's 

words, ultimate distribution in accordance with the priorities 

of the various claimants, which includes us, depending on this 

Court's ruling, to the right to that money.   

So if they are paying some sort of pre-closing 

expense, we are not asking this Court to intervene and prevent 

them from doing it.  We're simply asking and this order tracks 

almost exactly the way the structure of the Canadian order.   

THE COURT:  Here's my problem. I don't understand why 

your answer to my question wasn't yes, just yes.  Because -- 

let me finish.  Because what I hear you saying is, well, we 

agree that what the definition of assets means includes net 

proceeds.  Of course, now, between now and closing, there are 

some expenditures that might be made, but those are subject to 

the Canadian court jurisdiction.   

MR. HARRIS:  Right.  

THE COURT:  So you've got a judicial officer.  And 
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besides, as Mr. Charles points out, legitimately, you've got a 

fiduciary here that's working to make sure, along with the 

Debtor's obligations, to say these are legitimate expenses.  

And all I was trying to do is to corral you into saying, what 

you and Mr. Suzuki are saying, okay, okay, we know the Canadian 

court is going to supervise the sale.  The Canadian court is 

going to permit the Debtor to do whatever the Canadian court 

believes is appropriate.  This is all motherhood to me.  

There's nothing I can do about it and so -- but would I.   

But anyway, but on the day that the Canadian court 

says, okay, sale's through.  Sale's done.  Then that means 

there's going to be a determination.  There's going to be a 

snapshot you can take of what the residual assets are.  

MR. HARRIS:  Right.  

THE COURT:  And those funds that are transferred 

over -- okay.  Mr. Coleman doesn't agree with that.  I'll let 

him tell me that I'm wrong -- but what he's saying.  But --  

I'll get to you in just a second.   

But with respect to the Nomad/Patriot position, you 

agree that that, that which I just identified, is what you  

want the order that you're asking me to sign to apply to, 

correct?  

MR. HARRIS:  That is correct, Your Honor.  

THE COURT:  There you go.  All right.   

Now, Mr. Coleman's been patient.  Go ahead.  
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MR. COLEMAN:  Thank you, Your Honor.  Couple of 

things here.  The discussion about holding assets and the 

ability to impose, in effect, a provisional remedy was all in 

connection with the proceeds of the sale, the sale proceeds, 

and the operation of the distribution order.  That is the order 

which provides that the Monitor can distribute proceeds subject 

to notices that the Monitor receives by creditors alleging that 

they have a prior interest in that Patriot.   

THE COURT:  Not what you said.   

MR. COLEMAN:  Well, and so --  

THE COURT:  That's not what you're saying.   

MR. COLEMAN:  -- that is not.  Pardon me, Your Honor.  

I don't mean to be trying to talk over you.  I'm just --  

THE COURT:  No, you're not, but you solved a problem 

for me the last hearing.  And I was saying, oh, we're fighting 

back and forth.  

MR. COLEMAN:  There are two -- there are two 

different things, Judge.   

THE COURT:  Well, let me finish.  If you'll let me --  

MR. COLEMAN:  Two different pots.  Two different --  

THE COURT:  If you will let me finish --  

MR. COLEMAN:  Yes, Judge.  Sorry.  

THE COURT:  -- I'll explain (audio interference).  

But the important part is that you let me finish.  That's it 

for me.  Okay.   
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MR. COLEMAN:  Gotcha.   

THE COURT:  You take the big pay cut and you grab the 

rope, you get to do one thing, which means you get to have an 

uninterrupted term.   

So all right.  So now we were having a bunch -- I 

won't call it -- a bunch of arguments in our last hearing.  And 

you said, if you'll let me interrupt now, I'll be very helpful.  

And you were.  And you made a proposal that I said, frankly, if 

the other side would have objected, I would have been on them 

like wrinkles on a linen suit, going, this is something that 

that solves my problem.  And now, what I hear you saying is, 

well, I kind of want to do a Michael Jackson moonwalk back from 

that.   

And so I've got to -- let me ask you this question to 

clarify.  Do you agree that what we're calling the provisional 

remedy that's included in the form of order submitted by 

Nomad/Patriot applies to all residual assets?  

MR. COLEMAN:  Their order does purport to apply to 

all residual assets.  Your Honor --  

THE COURT:  Did you agree to that?   

MR. COLEMAN:  No.  No.  Their remedy applies to what 

is defined as the sale proceeds.  Right.   

So to the extent -- to the extent I confused the two 

pots here, the residual assets and the sale proceeds, which are 

two different things set out in the Canadian order, to the 
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extent I did that, I misspoke.   

THE COURT:  Okay.  What --  

MR. COLEMAN:  The practical problem -- pardon me, 

Judge.  The practical problem that we have here --  

THE COURT:  Okay.   

MR. COLEMAN:  -- and you identified it a minute ago, 

is the operating expenses and closing costs, which have been 

incurred from the beginning of the case, which everyone has had 

visibility on.  And those, payroll, for example, is not going 

to end on the closing date.  There will be a payroll after that 

date.  There will be other ordinary course administrative 

obligations that have to be paid after the closing date.   

If Your Honor wants to -- if Your Honor is prepared 

to -- and I just need to check with our clients about this.  

But if Your Honor is prepared to work with the concept of net, 

and this would not be net of anything mysterious.  This would 

be net of the kinds of items that have been reported on from 

the beginning of the case, I think that is a concept that we 

can live with, Judge.  

THE COURT:  Okay.  So let me just clarify this.  What 

you're saying to me, and it's a valid point, is that you can't 

necessarily say that there is a firm date of December 31st 

where there can't be any distributions because there may well 

be debts that were incurred, claims that were incurred, prior 

to December 31st that could not be quantified.  But they're 
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legitimately related to this transaction, and they need to be 

paid post December 31.  But they're all things that relate to 

this endeavor, this endeavor of the transfer of this ownership 

interest.  And they're not deliveries made January 15th.  

They're all things -- and that's a good point.  So is that --  

MR. COLEMAN:  Thank you, Judge.  Yeah, I think you do 

have -- I think you do have it.  So it's closing costs.  

It's --  

THE COURT:  Right.  

MR. COLEMAN:  -- administration expenses that have 

accrued.  It's administrative expenses that will come due after 

December 31.  And again, these are not -- these are not unknown 

items here.  These are the things that have been incurred 

throughout the case.  And if we're talking about net of those 

items, I think that's a concept that we can discuss with the 

Monitor, but I believe that that is a concept that we can work 

with.  

THE COURT:  So you look like you're ready to bust a 

vein, Mr. Suzuki.  What's going on?  

MR. SUZUKI:  I am, Your Honor.  I'm trying to put 

this diplomatically.  The context of the discussion at the last 

hearing clearly was with respect to the GVC residual assets.  

Now, we are hearing that we want two silos, one of which is the 

GVC residual assets and one of which is the sale proceeds.  We 

talked about this last hearing.   
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THE COURT:  I'm not lying.  

MR. SUZUKI:  The sale proceeds are the sale proceeds.  

THE COURT:  That's not what I'm talking about.  I'm 

not --  

MR. COLEMAN:  No, no, I know that's not what you're 

talking about, Your Honor.  That's what Mr. Coleman is talking 

about.  He's saying that lie.   

THE COURT:  Well, so let me -- yeah, go ahead.  Go 

ahead.  

MR. SUZUKI:  Let me just make one point.  What we're 

hearing is that the concept of netting will not just include 

ordinary course expenditures of GVC.  Somehow these GVC 

residual assets -- and remember, GVC's assets were not sold.  

The stock of GVC was sold by its parent company.  And now we're 

hearing closing costs are going to be skimmed off the GVC 

residual assets.  Administrative expense fees.  So are we 

talking about millions of dollars of professional fees that  

are going to be netted out of the GVC residual assets, rather 

than the proceeds of the sale of the stock?  That's 

inappropriate.   

And we have representations at the last hearing that 

this bucket -- and the discussion was very much with respect to 

this bucket -- that the funds will be held pending resolution 

of disputes.  That representation was made to Your Honor.  And 

now we're hearing for the first time that, oh, no, no, we're 
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going to take closing costs.  We're going to pay professional 

fees.  We're going to pay administrative expenses, et cetera.   

And so my concern here, Your Honor, is that we are 

taking from one bucket to the detriment of my client.  If they 

want to pay ordinary course expenses, payroll, et cetera, and 

they can give us a figure on it, I don't think we have any 

problem with that.   

MR. HARRIS:  And Your Honor, this is John Harris.  

The disconnect I am having with what Mr. Coleman is saying is 

our order uses the defined terms from their sale agreement and 

the Canadian order.  We didn't try to qualify what those terms 

mean.  We didn't try to say that it's got to mean something 

different.  We took the terms from their order and used them in 

ours.   

And the Canadian order says that on closing, the GVC 

residual assets will vest entirely in Elevation Gold, and the 

Canadian court said they'll be held pending ultimate 

distribution in accordance with priorities.  Their sale says, 

from the closing date for, the buyer is responsible for all the 

operating expenses of this mine.  There's no operational 

expenses that are going to be paid from those funds.   

Mr. Coleman just gave you a five-minute speech about 

what he thinks residual assets may or may not mean.  That is 

nowhere in any of the documents that they have presented.  We 

took the terms defined in their sale agreement and defined by 
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the Canadian court, and we move them over.  And Mr. Coleman 

could not have been clearer, nor are these documents could be 

any clearer that whatever a GVC residual asset is at close is 

transferred to Elevation and is to be held until the various 

competing claims for those funds are determined.   

And that's all that our order says.  I'm not trying 

to tell the Court what is within the GVC residual assets.  

Their own sale describes it.  And if Mr. Coleman wants to go to 

the Canadian court and tell her that's not really what they 

meant and he gets to spend all kinds of stuff out of that, I 

guess he can.  But we're using the terms that the Canadian 

court used and that as they were presented in their papers.  

THE COURT:  Okay.  

MR. COLEMAN:  Your Honor, there have been -- there 

are and there have always been in this case two silos.  There's 

the sale proceeds with respect to the stock.  There's the 

residual assets.  We are not suggesting that ongoing admin 

expenses, like, for example, for litigation and other costs of 

GVC, are being dispersed out of this.  It's GVC obligations 

that have been incurred during the case and that will accrue to 

be paid post-closing.   

Now, if we want to talk about historical record here, 

the Canadian order, the initial order and the amended and 

restated order, which have been enforced by Your Honor and as 

to which there was no objection by either of these two 
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creditors, says that the administration expenses shall have 

priority, and which is not -- which is a concept that's very 

much consistent with what you'd expect in a Chapter 11 case.  

So the idea that those ordinary course admin expenses and other 

expenses of GVC can't be paid, I mean, we it will be a 

difficult conversation with employees to suggest that they 

can't be paid because the creditor, who has not even made a 

case as to ownership, can block that.  So Your Honor, I think 

net proceeds is a logical distinction here.   

MR. HARRIS:  Your Honor, counsel is arguing for 

something that his own orders and sale agreement don't say.  

All we have done is take their terms.  If Mr. Coleman didn't 

like those terms, they could have drafted it a different way 

and asked the Canadian court to approve it a different way.  We 

used their terms, GVC residual assets.  And if Mr. Coleman 

doesn't like that, then that ship sailed when they had the 

Canadian Court approve it.  And the Canadian judge herself, 

Your Honor, in her notice or in her oral reasoning in  

paragraph 9, doc number 136-1 at page 4, says, at the end of 

paragraph 8:  

"It is anticipated at the end of the day that the 

sale proceeds, in addition to the residual assets, 

will ultimately rest in elevation to be distributed 

in accordance with the priorities that currently 

exist."   
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And if Mr. Coleman believes that they have some 

priority, then I guess the courts will determine.  But that's 

all we did.  And now, Mr. Coleman wants this Court somehow to 

qualify their own language to provide for some undetermined 

universe of things that Mr. Coleman is spitting out.  That's 

not appropriate or proper.  

THE COURT:  If there was no Arizona proceeding and 

this transaction went forward as currently written, wouldn't it 

be logical that the Canadian judge would be thinking, yeah, 

what's going to happen here is that we're going to close the 

transaction and the sales proceeds and the residual assets are 

going to go, be segregated, and to be distributed as authorized 

by me, the Canadian judge, in accordance with the general claim 

priority under Canadian insolvency law.   

Is that where we'd be?  

MR. HARRIS:  I believe that's correct, Your Honor, 

with one exception.  And this is -- or not exception, but this 

is simply Chapter 15 law.  As the Court knows, Chapter 15 

requires that distributions of U.S. assets, and the residual 

assets are certainly U.S assets, must be in substantial 

accordance with Title 11.  And the --  

THE COURT:  But you don't --  

MR. CHARLES:  -- claims against the residual assets, 

in particular, Your Honor, are claims that are entirely driven 

by U.S. law, i.e. the royalty holders' claims, the alleged 
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claims of the secured creditor, et cetera.  And as both the 

Canadian court and this Court have recognized, those are issues 

that will be determined -- the relative rights of those parties 

will be determined pursuant to U.S. law, and that's fully 

consistent with what the Canadian court ordered, which is that 

at close, whatever is a GVC residual asset, defined in their 

sale agreement, defined in the sale order, and incorporated as 

written by this Court, will be held pending the determination 

of the competing claims against those assets.  That's all it 

says.  

THE COURT:  Hold that thought, but let me ask you 

this.  I may have asked this before, but is it your position 

that the residual assets represent entirely your property or --  

MR. HARRIS:  We have claims against the entirety of 

them, Your Honor, because our claims include a claim that, one, 

they do not own the royalty proceeds interest held by the 

royalty holders.  Two, they have not paid the required 

royalties to our client by their own admission.  And this is 

what -- I mean, this is just what they admit.  More than $2 

million.   

Nomad has its own claims.  Under U.S. law and pending 

before this Court our claims by the royalty holders that we're 

entitled to turnover of all that money, we're entitled to a 

constructive trust over all that money because of the failure 

to pay our property, and we're entitled to conversion claims.  
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I'm not asking the Court and the Court is not ruling on any of 

those things, but those claims are pending, and those are the 

very claims the Canadian court said would be unaffected by this 

sale and ultimately determined by this Court.  So this order, 

as we've proposed it, tracks exactly what the --  

THE COURT:  Let's look at paragraph (b).  It doesn't 

track exactly, does it?  

MR. HARRIS:  They'll be held, remain subject to all 

claims, preserved and accounted for, and not used, consumed, or 

dispersed, pending order of this Court.  And as the Canadian 

court herself ruled, it is anticipated at the end of the day 

that the sale proceeds, in addition to the residual assets, 

will ultimately rest in Elevation to be distributed in 

accordance with the priorities that currently exist.  We assert 

that we have a priority claim to all of that.  We may or may 

not prevail on that claim, but this Court will decide.  

THE COURT:  But go back to -- go back to paragraph 

(b), line 13.  Is that directly listed?  

MR. HARRIS:  Line 13, we believe is -- I'm sorry.  

Has been made by this court.  

THE COURT:  Is that a quote?  

MR. HARRIS:  By the Canadian judge?   

THE COURT:  To what does "this court" refer?  

MR. HARRIS:  This court, the United States bankruptcy 

court.   
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MR. SUZUKI:  Your Honor.  Judge, the only thing I 

would add is recall that the whole context for this was your 

desire to say --  

THE COURT:  Yeah.  

MR. SUZUKI:  -- hey, if it's Arizona property and 

Arizona assets located in Arizona and the United States of 

America, there can't be prejudice.  So I will recognize the 

order of Canada and enforce it, except to the extent that it 

would alter, affect, prejudice, et cetera, the rights of the 

royalty holders.  And these GVC residual assets are Arizona 

American assets.  And so what we tried to accomplish in our 

form of order was exactly what Your Honor said.  You said you 

wanted a short form of order saying that, yeah, I hereby 

recognize it, subject to these three things.  And one of those 

was that the GVC residual assets be fully preserved and that 

the rights of the royalty holders with respect to Arizona 

assets not be touched.   

It's astounding to me that closing costs for a stock 

sale, what they characterize as a stock sale anyway, would come 

out of the subsidiary being sold.   

MR. COLEMAN:  Your Honor, that's not what we're 

saying, Judge.   

THE COURT:  Well, then I need clarification.   

MR. COLEMAN:  Can I just have two minutes?   

THE COURT:  Okay.  Go ahead.  Go ahead.  Go ahead, 
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Mr. Coleman.  Go ahead.  

MR. COLEMAN:  Thank you.  We're talking about the 

payment of GVC obligations out of those residual assets we're 

not talking about the payment of Elevation Gold's obligations.   

Now, what we have tried to do with this transaction 

and the restructuring of this transaction to allow it to close 

by the end of the year is to make it clear that there's nothing 

happening here that prejudices the ultimate determination of 

Patriot and Nomad's issues.  Words to that effect are 

throughout the Canadian order and throughout the orders that 

have been proposed to Your Honor.   

What they're trying to do -- after having seen the 

income and disbursements throughout the case and not having 

done anything about that, what they are trying to do is to take 

that concept and move it backwards in time to impose the type 

of restraint that Your Honor noted they hadn't asked for two 

months ago.   

And so that's what's going on here.  We can't pay 

payroll.  We can't pay administration expenses.  They want 

to -- and therefore, we can't close.  We can't close this 

transaction.   

THE COURT:  Can't pay payroll before December 31st?   

MR. COLEMAN:  Excuse me, Judge.  

THE COURT:  You cannot pay payroll before December 

31?   
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MR. COLEMAN:  Well, we can -- if the payroll is due, 

and I just don't have at the tip of my fingers what the  

payment date is, but there will be -- there will be payroll 

coming due to be paid after December 31 with respect to the              

pre-petition -- pardon me, the pre-closing period.  

THE COURT:  That's a quantifiable figure though, 

right?  

MR. COLEMAN:  Yes, it is.  Yes, it is.   

THE COURT:  Are there any nonquantifiable figures 

that can't be paid before December 31?  

MR. COLEMAN:  I'm not sure of that, Judge.  I think 

that there are there are certain expenses that have not -- that 

have not been received, invoices and the like and payments that 

are required that have not been -- not have been received.  

Again, just what is meant to -- be what is meant to be tied up 

here is the proceeds of the sale of the stock.  That is how the 

distribution order works with respect to notices and the 

requirement that there be reserves.  Okay.  They're saying that 

even though even though they have a combined interest of six 

percent, they're allowed to go back in time and capture all of 

the -- all of the income that has come in.  

THE COURT:  You did not.  You walked away from the 

six-percent argument at our last hearing.  There was a time 

when your side was asserting this all relates to a percentage 

right royalties.  But our last hearing, you abandoned that, and 
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you said that whatever relief can be granted can be a general 

assertion of a what we call provisional remedy against the 

residual proceeds.  So that dog don't hunt.  

MR. COLEMAN:  The proceeds are.  I think --  

THE COURT:  But you're right.  The -- let me finish.  

Okay.  Let me finish.  I know you're frustrated with me, and I 

recognize that.  And I promise --  

MR. COLEMAN:  I'm not, Your Honor.  I'm not.  

THE COURT:  -- I'll hear anything that you want to 

say.  I promise.  But there are two things that are on my mind.   

And number one is the thing we just mentioned, which 

is to the extent that there are quantifiable -- I'm trying 

to -- what's not quantifiable.  If you're worried about me 

putting a block on these assets, then why not pay them now 

before the end of the year?  Because then it's all subject to 

whether the Canadian court thinks they're reasonable.  Thinks 

they're justified.   

But put that to one side, and let's go to number two 

because I can't -- and although I have three computer screens 

here up, I can't get the -- on the docket and get the actual 

language from the Canadian court order.  Maybe I've on 

exhibits.  But I want to see the language on the paragraph that 

talks about what we're dealing with here in paragraph (b) 

because I just don't remember.  

MR. SUZUKI:  Your Honor, it's docket 132 in your 
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court.  

THE COURT:  Oh, let's see here.  I can probably do 

this.  Now, I can't -- give me this case number again, please, 

because I can't get to it.  

MR. SUZUKI:  24-6359.  

THE COURT:  There we go.  All right.  What docket 

number?  

MR. SUZUKI:  132, Your Honor.   

THE COURT:  Got it.   

MR. SUZUKI:  There are three orders there.  I believe 

this one is --  

THE COURT:  Now, if I go there, is it the main 

document?  You don't know?  Okay.  It's an exhibit?  

MR. SUZUKI:  It's 132-3.  So it's Exhibit C, Your 

Honor.  

THE COURT:  There we go.  There we are.  All right.  

So we're in the line.  Where are we going specifically?  Do you 

know?  

MR. SUZUKI:  I think --  

MR. HARRIS:  Your Honor.   

MR. SUZUKI:  -- you're talking about the Canadian 

sale order, Judge?  

THE COURT:  I think I am.  

MR. SUZUKI:  Okay.   

MR. HARRIS:  Your Honor, if Your Honor looks at --  
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THE COURT:  The order made after application.   

MR. HARRIS:  -- doc 132-3 --  

THE COURT:  That was Tuesday, December 17th, 2024.  

Now, go ahead.  You want to give me the direct?  

MR. HARRIS:  Your Honor, at dock 132-3, page 5 of 16, 

paragraph 6, this is the sale order vesting of assets and 

liabilities.  And if you go down to subparagraph (e), as in 

echo, all of GVC's right, title, and interest into the GVC 

residual assets shall vest absolutely and exclusively in the 

name of Elevation Gold, and all claims and encumbrances 

attached to the GVC residual assets shall continue to attach to 

the GVC residual assets with the same nature and priority as 

they had immediately prior to their transfer.   

MR. COLEMAN:  That's not exactly --  

THE COURT:  Go ahead.   

MR. COLEMAN:  Your Honor, if you go a little bit 

further into paragraph 10, the court said for the purposes of 

determining the nature and priority of claims and encumbrances 

against the purchase assets or the GVC retained assets, as the 

case may be, the net proceeds from the sale of the purchased 

assets and the GVC assets shall stand in the place and stead of 

the purchased assets and the retained assets.  So clearly we're 

talking about net, Your Honor.   

MR. SUZUKI:  Your Honor.  Your Honor.   

MR. HARRIS:  But Judge, that's not --  
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MR. SUZUKI:  That is not --   

THE COURT:  Wait.  Hold on.  Hold on.  Wait.  Wait.  

It's Mr. Coleman's turn right now.   

Go ahead.  Are you finished, Mr. Coleman?   

MR. COLEMAN:  Yeah, I just wanted to point out that 

that is what the Canadian order says.  That is --  

THE COURT:  Well --  

MR. COLEMAN:  -- sort of the (audio interference), 

Your Honor.   

MR. HARRIS:  Your Honor.  Sorry.   

THE COURT:  I promise, I promise I'll let everybody 

else talk.  But I want to talk about something else.  I want to 

talk about where the language is that tracks the order we're 

talking about, paragraph 5(b), where it talks about all 

residual assets and it talks about shall be --   

MR. COLEMAN:  I don't think it's in there, Judge.  

It's not in the Canadian order.  

THE COURT:  Mr. Suzuki just told me it was.   

Okay.  Let me try -- let me try and do a more 

directed question.  This question is for you, Mr. Suzuki.   

If you look at your form of order, which is paragraph 

5, section (b), okay.   

MR. SUZUKI:  Um-hum.   

THE COURT:  Okay.  And let's start with -- I'll start 

in the little sentence.  Line 9, it says that these  
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"Residual assets shall be segregated, preserved, and 

accounted for by the Monitor of the Debtors shall not 

be consumed, used, dispersed in any way or any manner 

or by the Monitor or the Debtors, pending further 

order of this Court, after determination of the 

respective rights, titles, interests, asserted by 

royalty holders properly has been made by this 

Court."   

And I want you to point me to the language in some of 

the Canadian pronouncements that shows that "by this Court" 

refers to the United States Bankruptcy Court.  

MR. SUZUKI:  6(e) is the starting point, which we've 

already pointed out, Your Honor.  

THE COURT:  Okay.  6(e) is the starting point.  I'm 

with you.  

MR. SUZUKI:  6(e) is the starting point.  And then 

paragraph 11.   

THE COURT:  Okay.  

MR. SUZUKI:  Paragraph 11 says that, and it uses the 

language "this Court"  because of course, that's the Canadian 

court.  The Canadian court makes no finding as to whether the 

interests of Patriot/Nomad, et cetera.  Those shall be 

adjudicated in the Chapter 15 court and where appropriate, any 

other federal or state U.S. courts.  It's this order, meaning 

the Canadian order, is without prejudice to the determination 
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by the U.S. Bankruptcy Court for the District of Arizona of 

whether the interests are interests in real property or the 

adversary claims, including with respect to the position of all 

parties.   

And so if you take those two provisions together, 

plus the representations that Mr. Coleman made on the record at 

the last hearing, we came up with this.  We thought it was very 

reasonable.  And what we've been met with is an attempt at 

retrade of that.  And if I might, Your Honor, the provision, 

paragraph 10 that was cited by Mr. Coleman, that's just 

rhetorical sleight of hand.  That is totally false.  That 

provision relates to the purchased assets, meaning the stock, 

the books and records, and in certain contracts and to the GVC 

retained assets.  That's the stuff that GVC is holding on to.  

It has nothing to do with the GVC residual assets, which is 

what we've been talking.  

THE COURT:  Yeah, but let me try and tell you why I 

don't think you answered my question and give you --  

MR. SUZUKI:  Okay.   

THE COURT:  So when I read paragraph (b), 5(b), of 

the proposed order, what it says to me is we're telling you, 

Judge, that the effect of the order from Canada is to quantify 

GVC residual assets and to say that they shall not be used 

pending the United States Bankruptcy Court saying that they can 

be used.  Now that, there can be two -- what you just quoted to 
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me could be construed as saying I, the Canadian court, am not 

saying anything that prejudices the bankruptcy court in the 

United States to determine whether these rights are valid and 

determine whether or not there's a claim or ownership of 

property.   

But that's different than saying, and by the way, I'm 

going to put a hold on things and say, you can't distribute 

reserved assets until the bankruptcy court in the United States 

has made that determination.  When I read paragraph (b) of your 

proposed order, it seems to me it says that.  You're telling me 

that the Canadian court envisions that there should be no 

distribution of the reserved assets until the United States 

Bankruptcy Court says it's okay.   

Do you agree --  

MR. SUZUKI:  Yeah.   

THE COURT:  -- with me -- but first of all, do you 

agree with me that paragraph (b) says that?  

MR. SUZUKI:  It does say that and --  

THE COURT:  Okay.  Now, I want to go back and track 

where from the Canadian pronouncements we get the Canadian 

court agreeing with that?  

MR. HARRIS:  Your Honor, this is John Harris.  I 

think that the answer to the Court's specific question is in 

paragraph 8 of the Canadian court's oral ruling --  

THE COURT:  Oh.  
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MR. HARRIS:  -- the Canadian sale order, where the 

Canadian court, and this is at doc 136-1, page 2 --  

THE COURT:  Hold on.  Hold on a second.  Do I happen 

to have that?  Okay.  Here we go.  

MR. HARRIS:  Your Honor.  

THE COURT:  I don't see how paragraph 8 says that.  

MR. HARRIS:  It says that because the Canadian court 

at the end, she recognizes that the sale approved by the 

petitioners and supported by the Monitor had some unusual 

features.  As above, it contemplates a transfer of the shares.  

However, the unusual aspects bear the hallmarks of what is 

normally described as a transaction completed via a reverse 

vesting order.  Specifically, the proposed transactions require 

that certain "residual assets" and "residual liabilities," i.e. 

those EG does not wish to have stay with GVC will be 

transferred to Elevation.  It is anticipated at the end of the 

day that the sale proceeds in addition to the residual assets 

will ultimately rest in Elevation to be distributed in 

accordance with the priorities that currently exist.  

The Canadian Court, in the same ruling, recognized 

that the royalty holders assert the claims that they assert in 

the adversary proceeding, which include claims against those 

very assets and that she was not going to prejudice those 

claims, and those claims would be ultimately determined by this 

Court.   
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THE COURT:  Wait.  Where does it say that?   

MR. HARRIS:  I'm sorry, Your Honor.  

THE COURT:  Yeah, never mind.  I understand.  I 

follow you.  But you still haven't yet -- go ahead.  

MR. HARRIS:  No, I interrupted.  I'm sorry.  

THE COURT:  Yeah, but you weren't finished.  

MR. HARRIS:  Your Honor, so when you when you put all 

of that together and on top of the provisions of Chapter 15, 

they are closing a sale.  At the sale close, there will be some 

remaining pot of residual assets at GVC, all of which are U.S. 

property.  That sale --  

THE COURT:  Well -- go ahead.   

MR. HARRIS:  -- that no one has identified anything 

that isn't U.S. property.  It will be transferred to Elevation 

Gold.  Elevation Gold is now simply a liquidating vehicle under 

what is effectively a liquidating plan.  That pot of money is 

going to be distributed to the various creditors that have 

claims against those funds.  That's what's contemplated and 

specifically provided for in the order.  One of the claimants 

to those funds are the -- or two of the claimants to those 

funds are the royalty holders, who assert claims against all of 

the funds.  

Until those claims are resolved, or whatever other 

competing claims are presented by various creditors against 

that pot of money will have to ultimately be determined before 
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a distribution of that money, which is never going to be 

replaced, is made.  It's just like any other liquidating case.  

There may be administrative claimants.  There may be -- we 

don't know who --  

THE COURT:  Your position is -- what we consist of 

your position and that of Mr. Suzuki, that whatever the 

Canadian court wants to do up to December 31, to say what 

constitutes net proceeds, the Canadian court clearly can say 

these are proceeds, and these are not.  But once the hammer 

falls and it's December 31 and you have identifiable residual 

proceeds, then you want your order, your prohibition in 

paragraph 5, to apply to all of those.  

MR. HARRIS:  That's right, but we're not adding any 

words to what are the residual assets.  We're taking the --  

THE COURT:  No, no, I know you're not.  I'm just, I'm 

trying to say if -- what I don't want to have happen is for 

there's a hearing in the in Canadian court on next Monday   

that says, well, gee, we've got to pay these vendors or 

whatever.  Make it up.  But the U.S. Bankruptcy Court's saying 

you can't approve that.  That's not what I'm doing.  You're 

saying that once there is a completed sale and there's 

identified pot of residual proceeds, that then there is a brick 

on those.  Nothing can happen with those until there's a 

further order of this Court.  And if that's not right, tell me 

what I'm missing.  
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MR. HARRIS:  Your Honor, that's right.  And that very 

last sentence is exactly what the Monitor represented to this 

Court that they were prepared to do and would do.   

THE COURT:  Okay.   

MR. HARRIS:  That was a statement on the record and a 

position taken from which this Court made its recognition 

ruling.  And it tracks exactly the words that Mr. Coleman  

used.  

THE COURT:  Okay.  So let's do this.  The only way I 

can think, and as I promised, I'll listen to anything anyone 

wants to say.  But the only thing I can think to do here is I 

have directed Nomad/Patriot to submit a new form of order with 

the changes that I had, at least in substance, of that I have 

started out with today.  Agree?  

MR. HARRIS:  Agree.  

THE COURT:  Okay.  Then when you do that, I of course 

want -- you'll of course provide everyone, including 

Mr. Coleman, of course -- whatever happens, give it to him 

directly, please -- that what your proposed order is.  And then 

I invite the Debtor/Monitor group, if they want to submit a new 

competing order that probably focuses most on the paragraph 

that Mr. Coleman has been talking about, they're welcome to do 

that and serve it on you.  But we need no further hearings.  I 

understand everyone's position.  And I'll take that and 

consider it and just enter an order.   
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Now, is there anything -- and I'll hear anyone say, 

but does anybody object to that procedure?  

MR. COLEMAN:  Your Honor, just give me a moment, 

please.  

THE COURT:  Absolutely.  

MR. SUZUKI:  No objection from us, Your Honor, while 

Mr. Coleman deliberates.   

MR. HARRIS:  No objection from Patriot, Your Honor.   

MR. COLEMAN:  Just a couple of points here very 

quickly.  The term "residual assets" is defined in the purchase 

agreement.  And it is accounts receivable, deposits held to 

secure payment of reasonable fees and expenses, disbursements 

of the Monitor, of the sales agent, and professional advisers.  

So that's within the definition.  I believe it's -- was trying 

to deal with this with -- it's section 1.1(oo) in the purchase 

agreement.   

So that's one.  It's just a question to clarify this, 

Your Honor.  I think that where you're heading with this 

discussion is that to the extent there is an administration 

expense, like payroll, that comes due to be paid after the 

31st, that your order wouldn't permit that to be paid.  Is 

that -- just so I have a clear understanding of where this 

is -- where this is headed.  

THE COURT:  Well, I first have to look at the 

languages quoted in the agreement and the orders of the court 
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to see whether I agree with your characterization that it's 

something that's covered.   

If it was, then you're saying, would you need a 

special order to get that paid?  I don't know.  That's of 

course possible.  If you mean -- I am taking this as, frankly, 

going from the broad agreement that was made at your suggestion 

at our last hearing as to the scope of what the order could 

include.  Now, and I'm sort of -- and you're at a disadvantage 

because when I asked you, well, what expenses are you talking 

about?  Can't you just make up -- can't you prepay payroll?  

Can't you pay expense?  Can't have the Canadian court do things 

that were anticipated as being pre-closing expenses?  And I'm 

not asking you to answer that.  I'm just telling you those are 

the thoughts that I have when you mentioned those arguments.   

And so I'll look at anything that you want to submit, 

but I want to get a simple order in place that has the -- I 

think it's clear on the record my intention is to not interfere 

with the transaction as approved by my Canadian colleague, but 

to also protect what it looks like is an agreed upon 

segregation of assets to be -- well, you can shake your head 

no, but --  

MR. COLEMAN:  Yeah, no, I'm sorry, Judge.  I don't 

mean to be --  

THE COURT:  Well, I don't know how -- I'm trying to 

give you a better answer than that.   

599



47 

 

 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

 

 

MR. COLEMAN:  Yeah.  

THE COURT:  But we've talked about -- I understand 

your position.  And I'm inviting you to say, if you want to 

clarify it more, submit a new form, you can, but I don't think 

there's anything new to be said.  And if I'm wrong, I'm not --  

MR. COLEMAN:  No, there's probably nothing new to be 

said.  But the idea that we are not prejudicing claims by 

Patriot or Nomad is true.  The idea that from there we can look 

to the mechanics of the distribution order and effectively 

freeze residual assets and prevent payment of operating 

expenses, other admin expenses attributable to GVC and again 

disclosed throughout the case in the cash flows.  That's not 

something we agree with.  

To the extent, to the extent, Your Honor, that I sale 

proceeds that are governed by the distribution order and 

residual assets, that's my mistake.  It is not correct.  That 

is not what the Canadian order says.  What the Canadian order 

says is the positions of these two creditors are preserved.  It 

does not say that these creditors' interests are subject to a 

restraining order that encompasses the entirety of that.  

THE COURT:  That you consented to on behalf of your 

client.  This horse has left the gate.  But now, the second 

thing I want to say is -- and again, I respect your opinion.  

There's nothing new you're saying now.  And the only thing to 

do is invite you -- if you don't like what's being proposed and 
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what I'm considering, I got it.  Then put in the form of order 

that you're going to submit what you want, what you want me to 

say, and I'll consider it.  I promise.   

But that we're now at a point where I don't think -- 

all we're hearing is you telling me why you're right.  And 

Mr. Suzuki and Mr. Harris telling me why they're right.  And I 

get it.  I understand why you both think -- you each think 

you're right.  But let's just, let's bring it to a conclusion 

and say from your point of view, just sign this, or you're 

wrong.  And from Mr. Harris and Mr. Suzuki, say no, sign this, 

or you're wrong.  And I get it.  But we're kind of -- we've 

said everything that needs to be said.  

MR. COLEMAN:  Very well, Your Honor.   

MR. SUZUKI:  Your Honor, I will add one thing truly 

new to this discussion as you deliberate on these competing 

forms of order, if I might.   

THE COURT:  Yeah.  

MR. SUZUKI:  And that is actually provisions within 

Chapter 15 that I think support the position of the royalty 

holders here.  And specifically, I would point you to Section 

1507(b), which requires that any order in aid of a foreign 

representative must reasonably assure the just treatment of all 

holders of claims.  It must protect claim holders in the United 

States against prejudice and inconvenience in the processing of 

claims in the foreign proceeding.   
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THE COURT:  Well --  

MR. SUZUKI:  And it requires the distribution of 

proceeds.  So this is all in 1507(b).  

And in 1522(a) requires that any relief granted under 

1521, which they requested, and that's part of the reason we're 

here today, can be granted only if the interests of creditors 

and other interested entities, including the Debtor, are 

sufficiently protected.  And that's all we've been asking for.  

And I think Your Honor hit the nail on the head, that 

Mr. Coleman offered that.  We work diligently over the holidays 

to incorporate that into a reasonable form of order.  And he 

should be judicially estopped from reneging on that.   

So those two provisions are the new stuff, so to 

speak, Your Honor, 1507(b) and 1522 that, I think, buttress the 

position that we've taken.  And with that, I will hold my 

tongue further.   

MR. COLEMAN:  Can I just --  

THE COURT:  Yeah.   

MR. COLEMAN:  -- 1507 point, Your Honor.   

THE COURT:  Absolutely.   

MR. COLEMAN:  1507, of course, is a carryover from 

old Section 304.  And it lists the considerations that a court 

should go through to determine whether to provide additional 

relief.  One of the elements that was decided to you has to do 

with whether or not the distribution is substantially in 
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accordance with Title 11.  Okay.  In a Title 11 case, operating 

expenses and other administrative expenses are paid.  And 

that's all we are trying to accomplish here, Judge.  What we 

are trying to do is to allow for these payments that have been 

incurred to be paid.  

THE COURT:  Well, the question that comes up is 

priority operating expenses and administrative expenses, for 

example, can be paid, and you just say, well, they're 

legitimate, unless you have a secured creditor that comes in 

and goes, well, not out of my stuff.  Not on my property.  

MR. COLEMAN:  We don't have a -- we do have a secured 

creditor, Judge, and that's Maverix, who has consented to that.  

THE COURT:  I understand that.  I understand that.  

MR. COLEMAN:  These folks, Patriot and Nomad, have 

alleged that they own things.  They have not taken a step to 

elevate that to security.   

And the other thing that we pointed out some time 

ago, Judge, is that bear in mind that with respect to cash and 

accounts receivable, the way you perfect an interest in that is 

through a UCC-1 filing, which they didn't do.   

THE COURT:  I understand your position, and I 

understand their position.  And there's no reason for me to 

have to prove to you both that I understand your positions.  So 

let me just move on to something else.   

We are where we are.  Just to clarify, I invite both 
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parties to submit a new form of order.  Realize that there is 

going to be a form of order entered before the end of the year.  

I don't know, it seems to me that there shouldn't be a long 

time for you to submit your forms of order.  That means 

Tuesday.  But now, I want to move to something else.   

We have an issue that is near and dear to Mr. Charles 

heart, which is the request for expanded powers.  I will set a 

hearing.  We'll consider this.  But I want to make a suggestion  

When I look at that, and I think -- and actually, 

Mr. Coleman made a good point last time about, well, you don't 

want to have a situation where you might not have someone that 

you can clearly know speaks for the estate of the Debtor.  So 

if we set a hearing, which I'm happy to do at the request of 

anyone, we're going to start with this as what we're going to 

work off.  After consideration of the requests by the Monitor, 

it is ordered that in the event -- in the event that and for 

long as the Debtor lacks a validly functioning governing body, 

such as a board of directors, this Court will recognize the 

Monitor as having the authority to speak for and bind the 

Debtor.   

What else do I need to do?  

MR. COLEMAN:  I think, Your Honor, the other thing I 

point out here is that this matter was heard in Canada, and we 

have provided you with a transcript of that hearing.  On page 

83 of that transcript, Justice Fitzpatrick asked whether there 

604



52 

 

 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

 

 

were any other submissions with respect to the expanded powers 

order, and there were none.  Patriot and Nomad participated at 

great length and in great detail in that proceeding, and they 

should not be allowed to litigate it here in this Court when it 

was decided in Canada.   

THE COURT:  Well, okay.   

MR. COLEMAN:  We would point Your Honor to page 83 of 

that transcript.  

THE COURT:  But in the language I just quoted you, 

how is that inconsistent with what you just said?  

MR. COLEMAN:  Well, I think, Your Honor, the order 

that you enter in this connection simply enforce what was 

ordered in Canada on notice and with an opportunity to object 

provided to Patriot and Nomad.  And they didn't.  They didn't 

object.  They said they didn't have a problem with that order.   

THE COURT:  Okay.  And that's the consequence of them 

not doing that, and I'm sure if they try and do something 

outside of the failure to present those positions, the Canadian 

judge will take the appropriate action.  But here in the 

proceedings here, what do I need to do, other than just say if 

there's no valid board of directors or other governing body, I 

agree that the Monitor is the decider, and the Court will 

recognize the input of the Monitor as speaking for and binding 

the Debtor.   

What else do you want me to do?  What are you worried 
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about?  

MR. COLEMAN:  The interjecting additional words into 

something that was proposed and decided well over a week ago.  

THE COURT:  Okay.  Revise what I just said.  What 

should it say?  

MR. COLEMAN:  I think what it should say, Your Honor.  

And I say this with --  

THE COURT:  Yeah, yeah.  No, I hear you.   

MR. COLEMAN:  Well, and you're going to -- and with 

respect is that the Canadian order is hereby made fully 

enforceable in the United States.  The Canadian order was 

premised on the proposition that the board of directors would 

resign on closing.  

THE COURT:  Okay.  

MR. COLEMAN:  So I think that, and that's going to 

happen if we can get to a closing.  And so all Your Honor 

should have to do here is simply recognize and enforce that 

order.  Full stop.  

THE COURT:  I understand the words you're saying.  I 

just don't understand why my proposal doesn't satisfy any 

legitimate need you have.  If you're telling me it's a given 

that if the sale closes, the board of directors is going to 

resign.  And I think Mr. Charles has made this point before to 

say --  

MR. COLEMAN:  Yeah.  
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THE COURT:  -- and therefore, and you made it, 

there's going to be a void if we don't have provisions that 

allow the Monitor to be the speaking voice.  To be able to 

bind.  To be able to represent.  To be able to take positions 

on behalf of the -- whomever comes out of the proceeding.  And 

I'm saying, I hear you.  I agree with that.  And the only 

reason I hesitate is that it seems to me that by saying, that's 

not good enough, Judge.  You can't just say that to the extent 

that there's not a board of directors or some other governing 

body that you recognize that the Monitor can speak for and bind 

the Debtor.  You have to say some other statement that to me is 

there's some reason you want me to do that.  

MR. COLEMAN:  No, just for simplicity's sake, Your 

Honor, if what you're saying --  

THE COURT:  None of that was what I just recited, but 

go ahead.   

MR. COLEMAN:  Well, I think the history of this shows 

that the more words you put into the document, the more scope 

there is for litigating what they mean.  If Your Honor -- if 

Your Honor's order on this relief says upon resignation of the 

board of directors, the Canadian court's expanded powers order 

is fully effective in the United States.  That, I think -- 

that, I think, works.  

THE COURT:  Why do I have to do that?  You're making 

me -- you're making me suspicious.  There's some reason --  
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MR. COLEMAN:  I don't mean to do that, Judge.  I 

really don't mean to do that.  

THE COURT:  Tell me.  Tell me the reason I need you 

to just embrace and adopt the Canadian order, as opposed to 

just answering the question that forget the resignation.  If 

for some other reason, if for any reason on the planet there's 

not a governing body such as a board of directors that can 

speak for the Debtor, then I agree that the Canadian court-

appointed Monitor has that power and can bind the debtor.  Can 

speak for the Debtor.  When you say no, that's not enough, I 

go, why?  And when you say no, that's not simple enough, it's 

one sentence.  I just don't -- I don't get it.  What is it that 

you're afraid they're going to do?  What is it that --  

Oh, I may have help.  Mr. Charles.  

MR. CHARLES:  And with your permission and with 

Mr. Coleman's permission, Your Honor.  

THE COURT:  Go.  

MR. CHARLES:  So as you went into the submission of 

the orders that were provided to this Court at docket 132, 

docket 132-4 is the Canadian court order concerning the 

enhanced powers.  And you'll see it does not say in the event 

of a vacancy that you can't fill, or however you would choose 

to characterize the condition that the Monitor may act, they go 

through other issues why.   

I'm not the drafter of this order, but let me give 
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you some suggestions.  One is if you step in, Mr. Kaufman, 

wearing your I'm-a-D-or-an-O-of-this-corporation hat, you may 

have different liabilities and obligations than if you step in 

as a court-ordered, authorized officer of the Court.  And so 

that's why I think paragraph 1 of the Canadian order says we're 

going to refer back to the amended and restated initial order, 

which is essentially how you behave in the Canadian 

proceedings.  Does the Monitor have power and in specific 

circumstances?   

That's what paragraph 3 is saying, is you have these 

powers, which is, I concede to you, less simple than you're 

authorized to step in.  But someone can't then say the Monitor 

may not, having stepped into the Ds and the Os, take these 

actions.  It's explicitly authorized.  Paragraph 4 -- or I'm 

sorry, 5 says Debtors cooperate.  We'd hope that there wouldn't 

be a problem, but that's -- and then to what extent when you do 

that Monitor, are you liable -- is the heading limitation on 

liability 6 through 9.   So if this Courts's -- and the 

environmental, you could see the rest of it.   

So if this Court order is the Arizona court will only 

authorize the Monitor to step in and act upon resignation and 

did not in any other way --  

THE COURT:  Stop right there.  

MR. COLEMAN:  I understand that, but that's the 

reason why I'm asking -- why I'm saying it this way.  If you 
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say, I'll deal with this if we have to, but at a minimum as an 

interim basis, if the Ds and the Os resign, the Monitor may 

step in, then your suggestion makes complete and utter sense.  

I'm just trying to point out there was a reason why they sought 

a notice this order that was not a -- that is the result of the 

Canadian court after proceedings with Patriot and Nomad.  And I 

shut up now.  I will not interrupt.  

THE COURT:  I know.  That's why it took me a while, 

but I finally got there, I got it.  Okay.  So what I'm -- let's 

do it this way.   

Does anyone want a hearing on the request for the 

appointment or appointment to approve expanded powers?  If you 

do, let's set it now.  And prior to that hearing, I would like 

either side to submit any proposed order they would like me to 

enter to resolve that request, knowing that I've already gotten 

my mind what I want to do.  And so that if you want something 

different, put it on paper, and let me see it.  I don't know 

how to be fairer than that.  

MR. COLEMAN:  Yeah.  Your Honor, we don't think -- we 

don't think you need a hearing.  We think that this matter was 

heard and decided, and that the order can simply enforce what 

was decided in Canada.  If you need to, for clarity's sake, say 

if for any reason, there's the board of directors is not in 

place, then at that point, it becomes operative.  I guess we 

can work with that.  But the idea that we'll -- I mean, we may 
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need this -- God willing, we can close the thing -- we may need 

this, , as of Monday night.  So I don't know that there really 

is time for a hearing.  

THE COURT:  Let me suggest this thing.  And I talk 

fast, so when I read what I proposed, it was not tied to the 

board of directors resigning.  It says, and I'll read it more.   

It's ordered that in the event and for so long as the 

Debtor lacks the valid functioning governing body, such as a 

board of directors, then we'll recognize the Monitor as 

director.  In other words, I want to make as broad as possible.  

Following up on Mr. Coleman's point that you can't have a gap 

where there's no one that you recognize.   

So all I'll say is that are you telling me, 

Mr. Coleman, that we need to have whatever this order is going 

to say on file before Monday?  

MR. COLEMAN:  Ideally, Judge, it would be --  

THE COURT:  Okay.   

MR. COLEMAN:  -- on Monday.  On Monday, yes.  

THE COURT:  Okay.  So if I could just say anybody 

that wants to suggest language to resolve that issue in light 

of the fact that I'm hearing no one wants another hearing, then 

just submit that by 9 o'clock a.m. Phoenix time.  And I'll 

consider it, and with the commitment that I will get an order 

that's definitely going to provide some recognition that that's 

the case, that the Monitor can speak for the Debtor if there's 
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no governing body.  Then we can do that.  

MR. HARRIS:  Your Honor, this is John Harris.  Could 

you just read back the very last part?  I's --  

THE COURT:  Okay.  Sure.  Oh, it's only one sentence.   

MR. HARRIS:  Okay.   

THE COURT:  It is ordered that in the event that and 

for so long as the Debtor lacks a validly functioning governing 

body, such as a board of directors, this Court will recognize 

the Monitor as having the authority to speak for and bind the 

Debtor.  

MR. HARRIS:  I think that language would work for us, 

Your Honor.  

THE COURT:  Okay.  If anybody change their mind or if 

Mr. Coleman or Mr. Charles wants to submit alternative 

language, I'm happy to hear it.  I just did that in five 

minutes before this, so --  

MR. COLEMAN:  Yeah.   

THE COURT:  -- no wordsmithing.  Whatever you want.  

I just want to make sure, number one, we've covered it, and 

number two, it's broad.  

MR. COLEMAN:  Your Honor, I guess my concern is that 

the order is -- the order from Canada is not a one-pager.  And 

it does list in some detail -- it does list in some detail what 

the Monitor's extended powers are.  I think if Your Honor were 

to say, in the event and for so long as the Debtor lacks a 
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valid and functioning board of directors, the Canadian expanded 

powers order is enforced.  

THE COURT:  I don't know what to say to you other 

than just submit what you want me to sign.  

MR. COLEMAN:  Fine.  We'll do that, Your Honor.   

MR. SUZUKI:  Your Honor, in terms of process, they 

will submit whatever they'd like.  I think Patriot and Nomad 

are comfortable with your proposed language, Your Honor.  But 

if they submit something that's loaded up and we have issues 

with that, we would like an opportunity to review that and then 

say, oh, we don't think that's appropriate.  We like yours 

instead.   

Do you need something like that from us or an 

alternative proposed order?  We just don't know what they're 

going to do --  

THE COURT:  All right.  If I were you, I would do 

that.  I mean, if you don't mind.  A proposed order, if you 

just want to say, we don't want them -- we don't want you to 

enter theirs.  We like the one that the Court -- or whatever 

you want.  I'm not telling you what to say.  I'm going to get 

something on file.  It's fair for them to say to me, you got to 

have something on file by sometime Monday because that's not 

fair to the Debtor, and you're putting the whole transaction at 

risk.    

MR. SUZUKI:  For sure.  
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MR. HARRIS:  Your Honor, we will submit a form of 

order, and the form of order that the royalty holders submit 

will say what the Court just said.   

THE COURT:  Okay.  All right.  Thank you all very 

much.  Have a good week.   

(Proceedings Concluded) 

 

I certify that the foregoing is a correct transcript from 

the record of proceedings in the above-entitled matter. 

 

Dated: February 7, 2025 ____________________________  

eScribers, LLC 

7227 N. 16th Street 

Suite #207 

Phoenix, AZ 85020 
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This is Exhibit “K” referred to in the Affidavit of Hayley 
Roberts, affirmed before me at Vancouver, Province 
of British Columbia, February Axf2025.

____________________________________________
Commissioner for Taking Affidavits for British 

Columbia
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