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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. 

 

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

 
JULY 6, 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 an initial stay of proceedings (the "Stay of Proceedings") in favour of 
Magna to and including April 6, 2023; 

b) granted charges: 

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 
“Stay Period”). On May 29, 2023, the Court issued an order extending the Stay Period 
until November 15, 2023.   

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 for restructuring and provisional creditor 
protection before the Second District Court for Insolvency Matters 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. 

1.1 Purposes of this Second Report 

1. The Monitor files this second report (the “Second Report”) pursuant to Section 

23(1)(d)(i) of the CCAA to advise the Court and Magna’s stakeholders of certain recent 

material adverse changes in Magna’s financial circumstances.  At this time, the 

Monitor is not recommending any relief from the Court in respect of the CCAA 

Proceedings. As set out below, the Monitor intends to file another report to Court by 

the end of July 2023. 

1.2 Currency 

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

1.3 Restrictions 

1. In preparing this Second Report, the Monitor has relied upon unaudited financial 
information prepared by, and discussions with, Magna’s management 
(“Management”) and Bennett Jones.  
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2. The Monitor has not audited, or otherwise attempted to verify, the accuracy or
completeness of the financial information relied on to prepare this Second 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.

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. as permitted
pursuant to the terms of the Initial Order as a result of the Securities Relief.

4. The corporate structure of the Magna Group is as follows:

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")



 

ksv advisory inc. Page 4 

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. KSV’s pre-filing report dated March 21, 2023 (the “Pre-Fling Report”), the affidavit of 
Leslie Kapusianyk, General Counsel and Corporate Secretary of Magna, dated March 
20, 2023 (the “First Kapusianyk Affidavit”) and the Affidavit of Ms. Kapusianyk sworn 
May 18, 2023 (the “Second Kapusianyk Affidavit” and together with the First 
Kapusianyk Affidavit, the “Kapusianyk Affidavits”) provide additional information in 
respect of the Projects, Magna’s background information and the CCAA Proceedings 
generally.   

7. 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. 

3.0 Update on Molimentales  

1. Since the Filing Date, the Monitor has attended regular calls with Management to stay 
apprised of the Molimentales Proceedings and other developments in Mexico related 
to Molimentales. In mid June 2023, Management advised the Monitor that the 
unionized employees of Molimentales intended to strike which the Monitor is advised 
would have resulted in Molimentales being declared bankrupt under Mexican 
insolvency legislation.  

2. In order to avoid bankruptcy, on June 22, 2023, Molimentales terminated all unionized 
mine employees (61 employees in total). Accordingly, no mining is currently being 
conducted at the Molimentales mine. Molimentales still employs non-unionized 
individuals to provide critical services related to care and maintenance. The goal of 
the care and maintenance activities is to complete a safe shut down which is compliant 
with Mexican environmental regulations. On June 28, 2023, counsel to Magna 
provided this update to counsel to Magna’s largest stakeholder, Delbrook Capital 
Advisors Inc. (“Delbrook”), which is both a creditor and shareholder of Magna. In that 
respect, Magna owes Delbrook approximately $10 million, which represents 
approximately 91% of Magna’s total debt. 

3. As a result of the shut-down, Molimentales is no longer generating any revenue and 
is only able to fund Magna’s critical costs, including salaries and employee benefits 
for Magna’s three employees. As such, there is no longer any funding available for 
professional fees associated with the CCAA Proceedings. 

https://www.ksvadvisory.com/experience/case/magnagold
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4. The Monitor understands from Magna that it is in discussions with certain parties
regarding a potential investment in Magna which would allow it to fund ongoing costs.
The Monitor is providing this Second Report so all stakeholders are aware of the
current status of these CCAA Proceedings while the discussions unfold.

5. The Monitor has advised Magna that it intends to file another report by the end of July,
2023 to provide the Court and the stakeholders with an additional update.  Magna fails
to secure an investment by such time, the Monitor will provide a recommendation as to the
continuation or termination of the CCAA Proceedings.

* *    *

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 



Appendix “A”
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