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INTRODUCTION

1. On January 16, 2008, Tahera Diamond Corporation (“Tahera™) and its wholly
owned subsidiary, Benachee Resources Inc. (“Benachee”) (collectively, referred
to herein as the “Applicants” or the “Company”), made an application under the
Companies’ Creditors Arrangement Act (the “CCAA”) and an initial order (the
“Initial Order”) was granted by the Honourable Mr. Justice Spence of the Ontario
Superior Court of Justice (Commercial List) (the “Court™) providing for, inter
alia, a stay of proceedings against the Company until February 14, 2008 (the
“Stay Period”) and appointing PricewaterhouseCoopers Inc. (“PWC”) as
monitor. By Order dated December 12, 2008 (the “December 12 Order”) the
Court, inter alia, appointed A. Farber & Partners Inc. as Monitor (“Farber” or the
“Monitor”) in place of PWC, The proceedings commenced by the Company
under the CCAA will be referred to herein as the “CCAA Proceedings™.

2. The Stay Period has been extended on a number of occasions since the date of the

Initial Order and presently expires May 29, 2009,



.

On March 6, 2009 the Court granted an Order (the “March 6 Order™) amongst
other matters approving a Final Letter of Intent (“Final LOI”) with AG Growth
Income Fund (the “AG Fund™) (originally ordered sealed but now able to be
disclosed) as well as an interim DIP financing loan (“AG DIP Loean”), in an
amount sufficient to allow time for due diligence to be completed under the Final
LOI, a definitive agreement be entered into, and thereafter provide time to close a

transaction. In addition, the March 6 Order extended the Stay Period to May 29,
2009.

On April 19, 2009 the Applicants and their advisors confirmed that they had
entered into a definitive agreement with AG Fund, hereinafter referred to as the
“CBCA Arrangement Agreement”. The transaction contemplated in the CBCA

Arrangement Agreement will also be referred to herein as the *“Transaction™.

On April 28, 2009, the Court granted and approved the CBCA Arrangement
Agreement between Tahera, Benachee and the AG Growth Income Fund and the
transaction contemplated therein with it contemplated that such transaction will
close no later than June 30, 2009. The Transaction has been structured by the
Applicants so that no creditor of the Applicant is prejudiced and additional
financing is secured to provide improved prospects for re-opening the Jericho
Mine for the benefit of all stakeholders including the creditors, as it may permit
the Applicants to put forward a CCAA Plan. As part of the Transaction approve
on April 28, 2009 a subsidiary of Tahera has been incorporated under the
Canadian Business Corporations Act (“Newco™), which has been added as a

debtor under the CCAA Proceedings.

In summary, this Transaction provides funding and time to move forward with the
ultimate goal of a potential re-start or sale of the Jericho Mine. In addition, on
April 28, 2009, the Court approved a Letter Agreement, pursuant to which Tahera
engaged Cormark Securities Inc. as its financial advisor in connection with a
potential transaction involving an equity or debt financing and/or direct or indirect

sale or disposition of the Jericho Mine.



A more detailed chronology of events of the CCAA Proceedings is set out in
Farber’s Fourth Report dated April 24, 2009.

PURPOSE OF REPORT

8.

The purpose of this, the Fifth Report to the Court of A. Farber & Partners Inc. (the
“Fifth Report™), is to inform the Court of the following:

e The Company’s cash flow forecast for the period from April 12 to June
30, 2009 and adequacy of funding to allow time for the Transaction to be
progressed towards a closing; and

¢ Extension of the Stay Period from May 29 to June 30, 2009,

TERMS OF REFERENCE

In preparing this Fifth Report, the Monitor has relied upon unaudited, internally
prepared financial information, the Applicant’s records and discussions with
management of the Applicant. The Monitor has not performed an audit, review or
other verification of such other information. An examination of the financial
forecast as outlined in the Canadian Institute of Chartered Accountants Handbook
has not been performed. Future oriented financial information relied upon in this
report is based on the Company’s assumptions regarding future events and actual
results achieved will vary from this information and the variations may be
material. Unless otherwise stated, dollars referenced in these materials are in

Canadian funds.

CBCA ARRANGEMENT AGREEMENT STATUS

10.

As previously reported, the finite cash resources and liquidity of the Company,
the life blood of any restructuring, were constraining factors in any effort to
provide time to effect a transaction related to realization of non-strategic assets, to
in turn secure additional financing to provide more time to fully explore the

ultimate goal of restarting of the Jericho Mine. A restart of the Jericho Mins, by



11.

12.

4.

way of a refinancing and recapitalization or sale or a combination thereof, would
prospectively be for the benefit of all stakeholders, including the creditors as it
may permit the Company to put forward a CCAA Plan.

The Company summarized this approach in the form of two goals: (1) the first to
close the transaction contemplated by the Final LOI, through realization of non
strategic assets, and coincident with and as part of a transaction, securing
sufficient and immediate financing to allow the Final LOT {ransaction to close;
and (ii) second to secure additional financing to permit a restart of the Jericho

Mine.

Since approval of the CBCA Arrangement Agreement, the Monitor has continued
to liaise with the Applicants and their advisors and based on that review confirm
that there remains reasonable prospects that the Transaction can be successfully

completed and closed by an outside date of June 30, 2009.

AG DIP FUNDING

13.

14.

A critical component of the Final LOI was the financing compenent. AG Fund
agreed to provide immediate DIP Financing to Tahera on a priorify basis.
Specifically AG Fund agreed to cause a subsidiary to loan to Tahera:
e $100,000 upon signing the Final LOJ;
e $100,000 when the due diligence condition was satisfied and a definitive
agreement signed; and
e $100,000 every two weeks therecafter up to a maximum amount of

$500,000.

As a result of the previously reported extension of the due diligence timeline from
March 31, 2009 to April 15, 2009, further costs are required to be funded prior to
completion of the Transaction. To address this factor, the Company and iis

advisors successfully negotiated an increase of the AG Fund DIP Loan from
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$500,000 to $700,000. All other terms of the AG DIP Loan remain the same (as
that approved in the March 6 Order).

15. Related to the AG DIP Lean under the Final LOI, was a further DIP Loan
Commitment from the senior secured lender CAZ Petroleum Inc. (“CAZ”) (the
“CAZ DIP Loan”), which contemplates additional financing of up to $5 million
on a priority basis, which was also approved in the March 6 Order. Funding by
CAZ under the CAZ DIP Loan commences upon closing of the Transaction with
AG Fund, with CAZ acquiring the AG DIP Loan (projected to be $700,000 at
closing), and directing cash proceeds received from the AG transactions to settle
this loan. CAZ has advised that it intends thereafter to make further advances to

Tahera to advance the process of restarting the Jericho Mine.,

CASHFLOW OUTLOOK

16.  The Company has prepared a revised cash flow forecast for the period April 12 to
June 30, 2009 (the “June 30 Forecast™) which is attached hereto as Appendix A.
The June 30 Forecast shows an opening cash position of $365,722 with a
projected balance of $85,997 at June 30, 2009. During this time six further
$100,000 tranches of the AG DIP Loan are forecast to provide total advances
under the AG DIP facility of $700,000. Additionally, $34,000 in proceeds are
expected to be received by the Company related to the sale of office furniture and

equipment related to the Toronto office location.

17.  Based on a review of the June 30 Forecast there appears to be sufficient cash
reserves to continue the CCAA Proceedings through to June 30, 2009, the stated

outside date that the Transaction is scheduled to close.

REQUEST FOR EXTENSION OF STAY OF PROCEEDINGS

18.  Based on the positive progress made on the CBCA Arrangement Agreement
todate, the fact the Court has already approved the CBCA Armrangement

Agreement with an outside closing date of June 30, 2009 and the view of the
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Monitor that the Applicants and advisors are acting with good faith and due
diligence, the Monitor is of the view that an extension of the Stay Period to June
30, 2009 is warranted and appropriate. Further, the Monitor is satisfied that access
to the AG DIP Loan provides sufficient cash flow resources to continue the
CCAA Proceedings through to June 30, 2009.

CONCLUSION AND RECOMMENDATIONS

19.  Having regard to the above, the Monitor recommends this Honourable Court
approve the extension of the Stay Period to June 30, 2009.

The Monitor respectfully submits to the Court this, its Fifth Report.

Dated this 4th day of May, 2009.

A. Farber & Partners Inc.

in its capacity as Monitor of

Tahera Diamond Corporation
and Benachee Resources Inc.

b Y s Dedrayt [me-




APPENDIX A
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