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Court File No. 08-CL-7355

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, ¢. C-36, AS AMENDED

AND IN THE MATTER OF THE COURTS OF JUSTICE ACT,
R.S.0. 1990, c. C-43, AS AMENDED

AND IN THE MATTER OF A PROPOSED COMPROMISE AND ARRANGEMENT
IN RESPECT OF TAHERA DIAMOND CORPORATION
and BENACHEE RESOURCES INC.

Applicants

NOTICE OF MOTION
(Retarnable September 24, 2409)

Tahera Diamond Corporation (“Tahera”) and Benachee Resources Inc., formerly
7166893 Canada Ltd. (“New Benachee™) (collectively, the “Companies™) will make a miotion to
a judge presiding over the Commercial List on Thursday, September 24, 2009, at 10:00 a.m., or

as soon after that time as the motion can be heard at 330 University Avenue, Toronto, Ontario.
THIS MOTION IS TO BE HEARD: orally.
THIS MOTION IS FOR an Order:

1. if necessary, abridging the time for service of this Notice of Motion and the materials
filed in support thereof and directing that any further service of the Notice of Motion and Motion

Record be dispensed with such that this motion is properly returnable on September 24, 2009;
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2. extending the Stay Period (as defined herein) to December 10, 2009; and

3. such further and other relief as counsel may advise and this Honourable Court may deem
just.

THE GROUNDS FOR THE MOTION ARE:

1. Tahera and Benachee Resources Inc. (“Old Benachee™) applied for and were granted
protection from their creditors under the Companies’ Creditors Arrangement Act, R.S.C. 1985, c.
C-36 (“CCAA™) on January 16, 2008 pursuant to the Initial Order of this Honourable Court

dated January 16, 2008 (the “Initial Order”);

2. pursuant to the Order of this Honourable Court dated April 28, 2009, New Benachee was

made an Applicant in these proceedings and is subject to the Initial Order;

3. the Initial Order provides a general stay of proceedings against the Companies (the “Stay
Period™);

4. the Stay Period, as extended, currently expires on September 30, 2009;

5. the Companies, acting in consultation with the current Monitor, A. Farber and Partners

Inc. (the “Monitor”), the Companies’ largest secured creditor Caz Petroleum Inc. (*Caz”) and
Champco Capital Corp., an advisor to the Companies, are actively pursuing a potential
transaction (a “Mine Transaction™) involving a debt or equity financing and/or direct or indirect

sale or other disposition of the Jericho Diamond Mine;

6. Tahera and Old Benachee have completed the transaction contemplated by the CBCA
Arrangement Agreement with Ag Growth Income Fund dated April 19, 2009 (the “CBCA

Transaction”), pursuant to which they realized on Old Benachee’s non-strategic tax assets;
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7. in connection with the CBCA Transaction, the Companies have been successful in
securing a debtor-in-possession (“DIP”) loan facility from Caz (the “Caz DIP Loan”), which has

been approved by the Court;

8. the Companies have been working diligently on a business plan and revised budget which

are satisfactory to Caz and Caz consents to the stay extension, as requested by the Companies;

0. with the availability of the Caz DIP Loan, pursuant to the terms of the new funding
arrangements with Caz, the Companies believe they are in a position to continue the CCAA
process and may be able to put forward a viable CCAA plan or other proposal to reopen the

Jericho Mine;

10. the extension of the Stay Period will provide the Companies with the additional time

required to work towards pursuing a Mine Transaction;

11.  the Companies continue to act in good faith and with due diligence;
12.  the grounds set out in the Seventh Report of the Monitor;

13.  subsection 11(4) of the CCAA;

14. Rules 2.03, 2.02 and 37 of the Rules of Civil Procedure, R.R.0O. 1990, Reg. 194 as

amended; and

15. such further and other grounds as counsel may advise and this Honourable Court may

permit.

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the

hearing of the motion:
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1. the Affidavit of Thomas Pladsen, sworn September 18, 2009;

2. the Seventh Report of the Monitor, to be filed; and

3. such further and other materials as counsel may advise and this Honourable Court may

permit.

September 18, 2009
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Court File No. 08-CL-7355
ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, ¢. C-36, AS AMENDED

AND IN THE MATTER OF THE COURTS OF JUSTICE ACT,
R.8.0. 1990, c. C-43, AS AMENDED

AND IN THE MATTER OF A PROPOSED COMPROMISE AND ARRANGEMENT
IN RESPECT OF TAHERA DIAMOND CORPORATION
and BENACHEE RESOURCES INC.
Applicants

AFFIDAVIT OF THOMAS PLADSEN
(Sworn September 18, 2009)

I, Thomas Pladsen, of the City of Toronto, in the Province of Ontario, MAKE OATH

AND SAY AS FOLLOWS:

I am the sole director and officer of 2208932 Ontario Inc., the Chief Restructuring Officer

(the “CRO”) of Tahera Diamond Corporation (“Tahera”) and Benachee Resources Inc., formerly
7166893 Canada Ltd. (“New Benachee™) (collectively, the “Companies”). As such, I have
personal knowledge of the matters to which I hereinafter depose. Where I do not have personal
knowledge of the matters set out below, I have provided the source of my information, which I

believe 1o be frue.

This Affidavit is sworn in support of a motion by the Companies for an order:

(a) extending the Stay Period (as defined herein) to December 10, 2009.
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Background

3. Tahera and Benachee Resources Inc. (“Old Benachee”) have been subject to an initial
Order dated January 16, 2008, as amended (the “Initial Order”) which was granted pursuant to

the Companies’ Creditors Arrangement Act (the “CCAA™).

4. Pursuant to the Order of the Honourable Mr. Justice Morawetz dated April 28, 2009, New

Benachee, a subsidiary of Tahera, was made an Applicant in these proceedings and is subject to

the Initial Order.

5. Pursuant to the Initial Order, a stay of proceedings was initially granted until February 14,
2008 (the “Stay Period”). The Stay Period has been extended on a number of occasions since the
date of the Initial Order. Pursuant to the Order of the Honourable Mr. Justice Morawetz dated

June 17, 2009, the Stay Period currently expires on September 30, 2009.
Continued Funding of the CCAA Proceedings
6. Tahera and Old Benachee previously identified two strategic goals:
(a)  to realize on the value of Old Benachee’s non-strategic assets (*“Goal One”); and

(b) to restart the Jericho Mine through a recapitalization, refinancing, sale or some

combination thereof (“Goal Two”).

7. I am advised by Champco Capital Corp. (“Champco™), an advisor to Tahera, Old
Benachee and New Benachee, that on June 3, 2009, Tahera and Old Benachee achieved Goal
One pursuant to the transaction contemplated by the CBCA Arrangement Agreement with AG

Growth Income Fund (the “Fund”) dated April 19, 2009 (the “CBCA Transaction™).

14



8. I have been advised by Champco that, in connection the CBCA Transaction:

(a) the Fund agreed to provide a debtor in possession (“DIP”) demand loan facility of

up to $500,000 to Tahera (the “AG DIP Loan™); and

(b)  the Companies were successful in obtaining a further DIP loan commitment from
Caz Petroleum Inc. (the “Caz DIP Loan™), the first two tranches of which totalled
$1,000,000 and were intended to cover the period from the closing of the CBCA

Transaction until October 30, 2009.

0. The AG DIP Loan is more particularly described by a letter of intent dated March 3, 2009
and a Letter Loan Agreement dated March 9, 2009, as amended by the letter dated April 19, 2009

(collectively, the “Letter Loan Agreement”).

10.  The AG DIP Loan and the Caz DIP Loan were approved by an Order of the Honourable

Justice Morawetz dated March 6, 2009,

11. Upon the closing of the CBCA Transaction, the AG DIP Loan was assigned to Caz
pursuant to an Assignment Agreement dated June 3, 2009. Accordingly, Caz is the current DIP

Lender of the Companies.

12. Pursuant to the Commitment Letter dated March 4, 2009, which sets forth the terms of the
Caz DIP Loan and is attached hereto as Exhibit “A”, the advances under the Caz DIP Loan are to

be made in two tranches:

(a) an “Initial Tranche” of $500,000, payable upon the closing of the CBCA

Transaction pursuant to the terms of the AG DIP Loan assigned to Caz; and
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(b)  a “Second Tranche” in the amount of $100,000 per month for a period of five
months, commencing upon the closing of the CBCA Transaction and expiring

October 30, 2009.

13.  The interest provisions of the Letter Loan Agreement and the Commitment Letter were
subsequently amended by letters dated July 3, 2009 to provide that the AG DIP Loan and Caz
DIP Loan bear interest from the date of the CBCA Transaction. Copies of the July 3, 2009 letters

are attached hereto as Exhibits “B” and ”C”, respectively.

14, Caz has advanced funds in excess of the funding contemplated by the Commitment
Letter. Pursuant to the Commitment Letter, advances under the Caz DIP Loan pursuant to the
Initial Tranche and Second Tranche were to total a maximum of $1,000,000. To date, Caz has
advanced to Tahera a total of $1,180,000, and is not obligated under the terms of the

Commitment Letter to advance any further funds.

15. By letter dated September 10, 2009, Caz noted the over-advanced position of the
Companies and confirmed the terms pursuant to which future funding would be made available.
Such terms include an agreed schedule with respect to the delivery of a completed business plan
and a revised budget for the Companies through the proposed stay extension. A copy of the letter

dated September 10, 2009 is attached hereto as Exhibit “D”.

16.  The Companies agree with the proposed terms of additional funding and have been
working diligently on a business plan and a revised budget in respect of the requested stay
extension period which specifies, among other things, the amount and timing of any future
advances. I am informed by Paul Champagne, President of Caz, that the Companies’ progress in

this regard is satisfactory to Caz and that Caz consents to the stay extension, as requested by the
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Companies.

17.  In my estimation, the availability of the Caz DIP Loan, pursuant to the terms of the new
funding arrangements, will provide the Companies with sufficient funding to continue the CCAA

process and will enhance the likelihood of the Companies achieving Goal Two.

Progress Towards Reopening the Jericho Mine

18.  The Companies have engaged Procon Mining and Tunnelling, SRK Consulting and
AMEC Engineering for the purpose of creating new mining and business plans and engineering
reports in respect of the eventual reopening of the Jericho Mine. Over the past few months, these
firms have been working diligently with the Companies to create these documents. Significant
progress has been made and the new mining and business plans and engineering reports are
expected to be completed in October 2009. The Companies remain hopeful that a positive
mining plan can be achieved. I have been advised by Caz that Caz continues to support the

Companies in this effort.

19.  Until the mining and business plans are finalized, it is not possible for the Companies to
seek refinancing, parinership or sales alternatives. Upon finalization of a revised mining and
business plan, the Companies, with the support and assistance of Caz, Champco and the Monitor,
will continue efforts to achieve Goal Two through a comprehensive examination and search for

financing, partnership or sale alternatives during the stay extension.

Temporary Closure of the Jericho Mine site

20. By letter dated September 16, 2009, Indian and Northern Affairs Canada (“INAC”)

advised that as of September 17, 2009 the Crown will have completed the winterization and
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temporary closure of the Jericho Mine site (the “Site”). This step will minimize the costs
associated with the Jericho Mine when re-opening alternatives are explored. INAC also advised
that the Crown intends to recoup all costs associated with the temporary closure of the Site in due
course from security held pursuant to the Nunavur Water Act and Crown leases for the Site. A

copy of the letter dated September 16, 2009, with enclosures, is attached hereto as Exhibit “E”.
Golden River Transaction

21.  The Companies previous management entered into negotiations with respect to the sale of
certain landholdings of Tahera to Golden River Resources Corporation. The parties have cbme to
an agreement with respect to the business terms of the transaction, and once the Purchase and
Sale Agreement (the “Sale Agreement”) is finalized, will return to this court for approval of the

Sale Agreement and the transaction contemplated therein.
Realty Taxes

22.  The Companies’ mining operations at the Jericho Mine have been completely shut down
since December 2008. As a result, the Companies propose deferring the payment of municipal
realty taxes until the reopening of the Jericho Mine or a sale of the assets, at which time they will

be paid in accordance with their appropriate legal priority.
Extension of the Stay Period

23, The Stay Period has been extended on a number of occasions since the date of the Initial
Order. Pursuant to an order of the Honourable Mr. Justice Morawetz dated June 17, 2009, the

Stay Period current expires on September 30, 2009.

24.  The Companies intend to seek an extension of the Stay Period to December 10, 2009.
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25. A proposed cashflow statement is included as part of the Seventh Report of the Monitor,

which will be filed in support of this motion.

26.  The Companies are working diligently towards achieving Goal Two, including the
potential eventual restarting of the Jericho Mine. An extension of the Stay Period will allow the

Companies to continue working towards the achievement of Goal Twe. As such, I believe an

SWORN BEFORE ME at the City of
Toronto, in the Province of Ontario, this 18th
day of September, 2009.

COWWOP taking Affidavits, etc. YBOMASPLADSEN
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THIS 1S EXHIBIT “A” REFERRED TO IN THE
AFFIDAVIT OF THOMAS PLADSEN
SWORN SEPTEMBER 18, 2009

/ I Conuissioner for Taking Affidavits (or as may be)
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