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COURT FILE NO.: CV-23-00696874-00CL 
 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

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

 
AND IN THE MATTER OF A PLAN OF COMPROMISE OR 

ARRANGEMENT OF MAGNA GOLD CORP. 
 

FIRST REPORT OF  
KSV RESTRUCTURING INC., IN ITS CAPACITY AS MONITOR 

 
MAY 23, 2023 

1.0 Introduction 

1. On March 3, 2023, Magna Gold Corp. (“Magna”) filed a Notice of Intention to Make a 
Proposal (“NOI”) pursuant to Section 50.4(1) of the Bankruptcy and Insolvency Act, 
R.S.C. 1985, c. B-3, as amended (“BIA”) (the “NOI Proceedings”).  KSV Restructuring 
Inc. was appointed the proposal trustee (in such capacity, the “Proposal Trustee”) in 
the NOI Proceedings.   

2. On March 27, 2023 (the “Filing Date”), Magna brought a motion in the NOI 
Proceedings before the Ontario Superior Court of Justice (Commercial List) (the 
“Court”) to have the NOI Proceedings taken up and continued under the Companies’ 
Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the “CCAA”).  
Pursuant to a Court order made on March 27, 2023 (the “Initial Order”), Magna was 
granted protection under the CCAA (the "CCAA Proceedings"), and KSV was 
appointed monitor (in such capacity, the “Monitor”).  A copy of the Initial Order is 
attached as Appendix “A”. 

3. Pursuant to the terms of the Initial Order, inter alia, the Court: 

a) granted a stay of proceedings in favour of Magna to and including April 6, 2023; 

b) granted a charge: 

i. in the amount of $300,000 on Magna’s current and future property, assets 
and undertaking (collectively, the “Property”) to secure the fees and 
disbursements of Magna’s legal counsel, Bennett Jones LLP (“Bennett 
Jones”), as well as the fees and disbursements of the Monitor and its 
independent legal counsel, Cassels Brock & Blackwell LLP (“Cassels”) (the 
“Administration Charge”); and 

ii. in the amount of $300,000 on the Property in favour of Magna’s directors 
and officers (the “D&O Charge”);  
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c) relieved Magna, a reporting issuer listed on the NEX Board of the TSX Venture 
Exchange (the “TSXV”) and OTC Pink, of certain securities reporting obligations 
and its obligation to call and hold an annual general meeting of shareholders, 
until further order of the Court (collectively, the “Securities Relief”); 

d) declared, upon continuance of the NOI Proceedings under the CCAA, that the 
BIA proposal provisions shall have no further application to Magna; 

e) approved the Proposal Trustee’s fees and those of Cassels; and 

f) approved the Proposal Trustee’s activities since the commencement of the NOI 
Proceedings, and discharged the Proposal Trustee. 

4. At Magna’s comeback motion on April 4, 2023 (the “Comeback Motion”), the Court 
issued an Order extending the stay of proceedings to and including June 2, 2023 (the 
“Initial Stay Period”). 

5. Substantially all of Magna’s value is derived through its equity interests in its direct 
and indirect subsidiaries in Mexico (collectively, the “Subsidiaries”, and together with 
Magna, the “Magna Group”).  Concurrent with the commencement of the NOI 
Proceedings, Magna's indirect subsidiary, Molimentales del Noroeste, S.A. de C.V 
(“Molimentales”), filed an application (the “Molimentales Application”) for restructuring 
and provisional creditor protection before the Second District Court for Insolvency 
Matters (the "Mexican Court") located in Mexico City, Mexico (the “Molimentales 
Proceedings”).  

6. The principal purpose of the CCAA Proceedings is to create a stabilized environment 
to allow Magna to continue to operate as a going concern and to protect Magna’s 
equity in its Subsidiaries, the value of which will only be known once the Molimentales 
Proceedings are further advanced. 

7. KSV is filing this report (the “Report”) as Monitor.   

1.1 Purposes of this Report 

1. The purposes of this Report are to: 

a) provide the Court with an update on Magna’s and the Monitor’s activities since 
the Initial Order; 

b) report on Magna’s updated cash flow projection for the period May 22, 2023 to 
November 15, 2023 (the “Cash Flow Forecast”);  

c) set out the Monitor’s basis for its support of Magna’s request that the stay of 
proceedings be extended from June 2, 2023 to November 15, 2023;  
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d) discuss certain concerns raised by the Ontario Securities Commission (the 
“OSC”) regarding the Securities Relief, and the proposed consensual resolution 
of those concerns; and 

e) recommend the Court issue orders: 

i. amending the Securities Relief; and 

ii. extending the stay period until November 15, 2023. 

1.2 Currency 

1. All currency references in this Report are to Canadian dollars, unless otherwise noted. 

1.3 Restrictions 

1. In preparing this Report, the Monitor has relied upon unaudited financial information 
prepared by, and discussions with, Magna’s management and Bennett Jones.  

2. The Monitor has not audited, or otherwise attempted to verify, the accuracy or 
completeness of the financial information relied on to prepare this Report in a manner 
that complies with Canadian Auditing Standards (“CAS”) pursuant to the Chartered 
Professional Accountants of Canada Handbook and, accordingly, the Monitor 
expresses no opinion or other form of assurance contemplated under the CAS in 
respect of such information. Any party wishing to place reliance on the financial 
information should perform its own diligence. 

3. An examination of the Cash Flow Forecast as outlined in the Chartered Professional 
Accountants of Canada Handbook has not been performed.  Future oriented financial 
information relied upon in this Report is based upon Magna’s assumptions regarding 
future events; actual results achieved may vary from this information and these 
variations may be material.  The Monitor expresses no opinion or other form of 
assurance on whether the Cash Flow Forecast will be achieved.   

2.0 Background  

1. Magna was incorporated on January 9, 2018 pursuant to the provisions of the 
Business Corporations Act (Ontario).  Magna‘s registered head office is located at 82 
Richmond Street East, Toronto.   

2. Prior to the NOI Proceedings, Magna’s common shares were listed on the TSXV under 
the trading symbol “MGR”.  Following the NOI filing, on March 8, 2023, Magna's 
common shares were transferred to the NEX Board of the TSXV under the trading 
symbol “MGR.H”.  Magna is also listed on the OTC Pink with the trading symbol 
“MGLQF”.   

3. As a result of the Initial Order, the TSXV suspended the trading of Magna’s common 
shares on the NEX Board.  Moreover, on May 5, 2023, Magna received a Cease Trade 
Order (the "CTO") from the OSC in light of Magna’s decision not to make periodic 
disclosure as required by the Securities Act, R.S.O. 1990, c. S.5. in accordance with 
the Initial Order. 
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4. The corporate structure of the Magna Group is as follows: 

 

5. Substantially, all of the Magna Group's assets are located outside of Canada, with the 
principal projects being: (i) the San Francisco Project; (ii) the Mercedes Project; and 
(iii) the Margarita Project (collectively, the “Principal Projects”).  In addition to the 
Principal Projects, Magna has certain additional mineral projects that are, for the most 
part, in the exploration phase and subject to option agreements (which, together with 
the Principal Projects comprise the “Projects”).   

6. As of the Filing Date, Magna employed five individuals while the Magna Group had 
approximately 124 full-time employees.   

7. KSV’s pre-filing report dated March 21, 2023 (the “Pre-Fling Report”) and the affidavit 
of Leslie Kapusianyk, General Counsel and Corporate Secretary of Magna, dated 
March 20, 2023 (the “Kapusianyk Affidavit”) provide additional information in respect 
of the Projects and Magna’s background information in these proceedings.   

8. The Affidavit of Ms. Kapusianyk sworn May 18, 2023 (the “Second Kapusianyk 
Affidavit” and together with the First Kapusianyk Affidavit, the “Kapusianyk Affidavits”) 
provides, inter alia, further details about the relief being sought in this Report. 

9. Court materials filed in these proceedings, including the Pre-Filing Report and 
Kapusianyk Affidavits, are available on the Monitor’s case website at: 
https://www.ksvadvisory.com/experience/case/magnagold. 

Magna Gold Corp. 
(Ontario)

Minera Magna, S.A. de 
C.V.                 

(Mexico)

("Minera Magna")

Molimentales del 
Noroeste, S.A. de C.V. 

(Mexico)

("Molimentales")

San Francisco Project Margarita Project

Mercedes Project

2660170 Ontario Ltd. 
(Ontario)

("266")

LM Mining Corp, S.A. 
de C.V.                  

(Mexico)

("LM Mining")
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3.0 Update on Magna’s Activities since the Filing Date 

1. Since the Filing Date, Magna has, among other things: 

a) drafted and disseminated a press release dated March 27, 2023 regarding the 
commencement of the CCAA Proceedings; 

b) corresponded with Molimentales management to stay apprised of the  
Molimentales Proceedings; 

c) arranged for advances from Molimentales in accordance with the Funding 
Agreement (as defined in the Pre-Filing Report); 

d) reduced overhead and conserved liquidity by, among other things, terminating 
certain employees; 

e) corresponded with Canada Revenue Agency regarding its assessment of 
Magna’s sales tax filings; and 

f) communicated with employees regarding these CCAA Proceedings. 

2. The Second Kapusianyk Affidavit provides further details regarding Magna’s activities 
since the Filing Date.   

4.0 Monitor’s Activities since the Filing Date 

1. Since the Filing Date, the Monitor has, among other things: 

a) corresponded regularly with Magna’s management regarding these CCAA 
Proceedings; 

b) prepared a stakeholder communication strategy for vendors; 

c) filed Forms 1 and 2 with the Office of Superintendent of Bankruptcy, as required 
under the CCAA; 

d) posted the CCAA notice, list of creditors and other documents on the Monitor’s 
website; 

e) monitored Magna’s receipts and disbursements; 

f) corresponded with Bennett Jones and Cassels regarding these CCAA 
Proceedings; 

g) corresponded with Bennett Jones, Cassels and Mexican counsel to 
Molimentales regarding the Molimentales Proceedings; and 

h) drafted this Report. 
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5.0 OSC and the Securities Relief  

1. On April 10, 2023, counsel to the OSC advised Bennett Jones that it had concerns 
with the Securities Relief included in the Initial Order.    

2. Magna agreed to seek certain amendments to the Initial Order to satisfy the OSC’s 
concerns (the “Amended and Restated Initial Order”). The amendments clarify the 
jurisdiction of securities regulators in the context of a CCAA.   

3. A blackline of the Initial Order to the Amended and Restated Initial Order is attached 
to the Applicant’s motion materials.  The Monitor understands that the proposed 
amended language is supported by the OSC and that it is also proposed to be 
incorporated into the model CCAA Initial Order in the near future. Accordingly, the 
Monitor supports the relief sought by the Magna. 

6.0 Cash Flow Forecast 

1. The Cash Flow Forecast for the period May 22, 2023 to November 15, 2023 and 
Magna’s statutory report thereon pursuant to Section 10(2)(b) of the CCAA are 
attached hereto as Appendix “B”. 

2. The Cash Flow Forecast reflects that Magna is projected to require funding of up to 
an additional $887,000 to continue the status quo until November 15, 2023.  
Molimentales will continue to provide this additional funding under the Funding 
Agreement.   

3. Based on the Monitor’s review of the Cash Flow Forecast, the cash flow assumptions 
appear reasonable.  The Monitor’s statutory report on the Cash Flow Forecast is 
attached hereto as Appendix “C”. 

7.0 Stay Extension 

1. The Initial Stay Period currently expires on June 2, 2023.  Magna is requesting an 
extension of the stay period until November 15, 2023 (the “Stay Extension”). 

2. The Monitor supports the Stay Extension for the following reasons, among others:  

a) the Monitor is of the view that Magna and its management are acting in good 
faith and with due diligence;   

b) beyond the Initial Stay Period, the duration of stay extensions under the CCAA 
are not prescribed, nor is the total length of the stay.  The anticipated timeline of 
the Molimentales Proceedings and formation of a restructuring plan is expected 
to take more than six months from the date of this Report and therefore the Stay 
Extension being sought is intended to limit the number of Court appearances in 
these CCAA Proceedings in an effort to reduce the costs of these CCAA 
Proceedings;  
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c) the Cash Flow Forecast reflects that Magna has sufficient liquidity to continue to 
operate during the proposed Stay Extension; and 

d) the Monitor is not aware of any prejudice to stakeholders by any of the relief 
sought by Magna.   

8.0 Conclusion and Recommendation 

1. Based on the foregoing, the Monitor respectfully recommends that this Honourable 
Court grant the relief sought by Magna.  

*     *     * 
All of which is respectfully submitted, 

 

KSV RESTRUCTURING INC. 
IN ITS CAPACITY AS CCAA MONITOR OF  
MAGNA GOLD CORP.  
AND NOT IN ITS PERSONAL CAPACITY 
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Appendix “B”



Magna Gold Corp.

Weekly Cash Flow Statement

For the Period Ending November 15, 2023

(Unaudited; $CAD)

Note 26-May-23 2-Jun-23 9-Jun-23 16-Jun-23 23-Jun-23 30-Jun-23 7-Jul-23 14-Jul-23 21-Jul-23 28-Jul-23 4-Aug-23 11-Aug-23 18-Aug-23 25-Aug-23 1-Sep-23 8-Sep-23 15-Sep-23 22-Sep-23 29-Sep-23 6-Oct-23 13-Oct-23 20-Oct-23 27-Oct-23 3-Nov-23 10-Nov-23 15-Nov-23 Totals

Receipts

HST refunds 2 -             -             -             -             -             -             -             -             -             23,535       -             -             -             -             -             -             -             -             -             -             -             -             29,336       -             -             -             52,871        

Deposit Refund -             548            -             -             -             -             -             -             -             -             -             -             -             -             -             -             -             -             -             -             -             -             -             -             -             -             548             

Total Receipts -             548            -             -             -             -             -             -             -             23,535       -             -             -             -             -             -             -             -             -             -             -             -             29,336       -             -             -             53,419        

Disbursements

Payroll 3 (15,508)      -             -             (32,426)      -             (32,426)      -             (32,426)      -             (36,292)      -             (36,292)      -             -             (36,292)      -             (15,508)      -             (15,508)      -             (15,508)      -             (15,508)      -             (15,508)      -             (299,200)     

Professional fees 4 (85,618)      -             (30,000)      -             (45,000)      -             (30,000)      -             (45,000)      -             (30,000)      -             (45,000)      -             (30,000)      -             (45,000)      -             (30,000)      -             (45,000)      -             (30,000)      -             (45,000)      -             (535,618)     

Tax services 5 -             (19,577)      (3,384)        -             -             -             -             -             -             -             -             -             -             -             -             -             -             -             -             -             -             -             -             -             -             -             (22,961)       

Other 6 (7,401)        (2,254)        (7,831)        -             (13,286)      (1,678)        (2,689)        -             (6,557)        (4,010)        (7,706)        -             (229)           (1,000)        (9,553)        (163)           (229)           -             (7,050)        (3,666)        (229)           -             (701)           (5,835)        (392)           -             (82,459)       

Total Disbursements (108,527)    (21,832)      (41,214)      (32,426)      (58,286)      (34,104)      (32,689)      (32,426)      (51,557)      (40,302)      (37,706)      (36,292)      (45,229)      (1,000)        (75,845)      (163)           (60,737)      -             (52,558)      (3,666)        (60,737)      -             (46,209)      (5,835)        (60,900)      -             (940,237)     

Net Cash Flow (108,527)    (21,284)      (41,214)      (32,426)      (58,286)      (34,104)      (32,689)      (32,426)      (51,557)      (16,767)      (37,706)      (36,292)      (45,229)      (1,000)        (75,845)      (163)           (60,737)      -             (52,558)      (3,666)        (60,737)      -             (16,873)      (5,835)        (60,900)      -             (886,818)     

Opening Cash Balance 1,798         25,271       3,987         37,773       5,348         37,062       2,958         35,270       2,844         21,287       4,520         41,814       5,522         5,293         4,293         3,447         3,285         2,548         2,548         9,990         6,324         5,587         5,587         8,714         2,880         1,980         1,798          

Net Cash Flow (108,527)    (21,284)      (41,214)      (32,426)      (58,286)      (34,104)      (32,689)      (32,426)      (51,557)      (16,767)      (37,706)      (36,292)      (45,229)      (1,000)        (75,845)      (163)           (60,737)      -             (52,558)      (3,666)        (60,737)      -             (16,873)      (5,835)        (60,900)      -             (886,818)     

Required funding 7 132,000     75,000       90,000       65,000       70,000       75,000       45,000       75,000       60,000       60,000       60,000       20,000       60,000       887,000      

Closing Cash Balance 25,271       3,987         37,773       5,348         37,062       2,958         35,270       2,844         21,287       4,520         41,814       5,522         5,293         4,293         3,447         3,285         2,548         2,548         9,990         6,324         5,587         5,587         8,714         2,880         1,980         1,980         1,980          

Week Ending



Magna Gold Corp. Appendix "1-1"
Projected Statement of Cash Flows
For the Period Ending November 15, 2023
(Unaudited; $CAD )

Purpose and General Assumptions

1. The purpose of the projection is to present a cash flow forecast of Magna Gold Corp. (the "Company") for the period May 22, 2023 to 
November 15, 2023 (the "Period") in respect of the proceedings under the Companies' Creditors Arrangement Act ("CCAA").

The cash flow projection has been prepared based on most probable assumptions.

Hypothetical 

None.

Most Probable

2. Represents HST refunds relating to the Company's quarterly HST filings for the period April 1 through June 30, 2023 and July 1 through 
September 30, 2023. 

3. Represents estimated gross semi-monthly payroll, including source deductions.  Also, includes payment of payroll arrears and vacation  
payments owing to current employees and certain former employees of the Company.

4. Represents fees and disbursements of the Company's legal counsel, the Monitor and the Monitor's legal counsel.

5. Represents payments in respect of professional tax services.

6. Includes payments in respect of employee expense reimbursements, employee health benefits, director and officer insurance and various 
trade vendors.  Also, includes payment of arrears in respect of employee expense reimbursements of current employees and certain 
former employees of the Company.

7. Represents funding to be provided by Molimentales Del Noroeste, S.A. De C.V., a subsidiary of the Company.
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ONTARIO 

SUPERIOR COURT OF JUSTICE 
(COMMERCIAL LIST) 

 
IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT, 

R.S.C. 1985, c.C-36, AS AMENDED 
 

AND IN THE MATTER OF A PLAN OF COMPROMISE OR  
ARRANGEMENT OF MAGNA GOLD CORP. 

 
MONITOR’S REPORT ON CASH FLOW STATEMENT 

(paragraph 23(1)(b) of the CCAA) 
 
The attached statement of projected cash-flow of Magna Gold Corp. (the “Applicant”) as of the 
19th day May, 2023, consisting of a weekly projected cash flow statement for the period May 22, 
2023 to November 15, 2023 (“Cash Flow”) has been prepared by the management of the 
Applicant for the purpose described in Note 1, using probable assumptions set out in the notes to 
the Cash Flow.   

Our review consisted of inquiries, analytical procedures and discussions related to information 
supplied by the management and employees of the Applicant.  We have reviewed the support 
provided by management for the probable assumptions and the preparation and presentation of 
the Cash Flow. 

Based on our review, nothing has come to our attention that causes us to believe that, in all 
material respects: 

a) as at the date of this report, the probable assumptions developed by management are 
not suitably supported and consistent with the plans of the Applicant or do not provide a 
reasonable basis for the Cash Flow; or 

b) the Cash Flow does not reflect the probable assumptions. 

Since the Cash Flow is based on assumptions regarding future events, actual results will vary 
from the information presented, and the variations may be material.  Accordingly, we express no 
assurance as to whether the Cash Flow will be achieved.  We express no opinion or other form 
of assurance with respect to the accuracy of any financial information presented in this report, or 
relied upon in preparing this report. 

The Cash Flow has been prepared solely for the purpose described in Note 1 and readers are 
cautioned that it may not be appropriate for other purposes. 
 
Dated at Toronto, Ontario this 19th day of May, 2023. 

 
KSV RESTRUCTURING INC. 
IN ITS CAPACITY AS MONITOR  
OF MAGNA GOLD CORP.  
AND NOT IN ITS PERSONAL CAPACITY 
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