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FORM 7 
 

MONTHLY PROGRESS REPORT 

Name of CNSX Issuer:  KWG Resources Inc.   (the “Issuer”). 

Trading Symbol: KWG   

Number of Outstanding Listed Securities: 589,549,206   

Date: July 7, 2010   

This Monthly Progress Report must be posted before the opening of trading on the fifth 
trading day of each month.  This report is not intended to replace the Issuer’s obligation 
to separately report material information forthwith upon the information becoming known 
to management or to post the forms required by the CNSX Policies.  If material 
information became known and was reported during the preceding month to which this 
report relates, this report should refer to the material information, the news release date 
and the posting date on the CNSX.ca website. 

This report is intended to keep investors and the market informed of the Issuer’s 
ongoing business and management activities that occurred during the preceding month.  
Do not discuss goals or future plans unless they have crystallized to the point that they 
are "material information" as defined in the CNSX Policies. The discussion in this report 
must be factual, balanced and non-promotional. 

General Instructions 

(a) Prepare this Monthly Progress Report using the format set out below.  The 
sequence of questions must not be altered nor should questions be omitted or 
left unanswered.  The answers to the items must be in narrative form.  State 
when the answer to any item is negative or not applicable to the Issuer.  The title 
to each item must precede the answer. 

(b) The term “Issuer” includes the Issuer and any of its subsidiaries. 

(c) Terms used and not defined in this form are defined or interpreted in Policy 1 – 
Interpretation and General Provisions. 

Report on Business 

Provide a general overview and discussion of the development of the Issuer’s business 
and operations over the previous month.  Where the Issuer was inactive disclose this 
fact.  

On May 24, 2010 the Company announced that they received a non-binding take-over bid 

proposal.  In response to such proposal and to consider strategic alternatives, the board of 

directors of the Company met and formed a special committee of independent directors, being 

René Galipeau, Bruce Reid and Cynthia Thomas. The Committee is currently seeking to appoint 
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a financial advisor for the purposes considering strategic alternatives and making 

recommendations to the Board and shareholders of KWG. 

On May 24, 2010, Cliffs announced that it intends to make take-over bids for all of the issued 

and outstanding common shares (not already owned by Cliffs or its affiliates) of KWG and/or 

Spider Resources Inc. (“Spider”) for cash consideration of $0.13 per share.  Cliffs advised that 

neither bid would be conditional upon the completion of the other.  The board of directors of 

each of Spider and KWG has formed an independent special committee to consider the bid by 

Cliffs. 

On May 25, 2010 the Company announced that the board of directors of the Corporation 

approved the adoption of a shareholder rights plan, effective May 25, 2010. The objective of the 

rights plan is to ensure, to the extent possible, that all shareholders of the Corporation are 

treated equally and fairly in connection with any initiative to acquire control of the Corporation. 

The Company also announced that Canaccord Genuity Corp. has been appointed as the 

financial advisor to the Special Committee of independent directors. Canaccord Genuity Corp. 

will be assisting the Special Committee in considering various responses and strategic 

alternatives to the announcement by Cliffs that it intends to make a take-over bid to acquire all 

of KWG's common shares. 

On May 25, 2010 the Company and Spider announced that they have entered into a binding 

letter agreement which sets out the principal terms upon which it is proposed that the two 

corporations will complete a business combination, at the conclusion of which the shareholders 

of each corporation will hold 50% of the outstanding shares of the ongoing public corporation.  

The combined company will hold a current interest of 53% in the Big Daddy deposit, with the 

option to earn a further 7% to achieve a 60% interest in the project.  It is anticipated that the 

ongoing public corporation will continue to be named "KWG Resources Inc." for a period of 

time after the Merger and will continue to be listed on the TSX Venture Exchange ("TSXV") and 

on the Canadian National Stock Exchange (the "CNSX").  Following the Merger, it is proposed 

that the name of the ongoing public company will be changed to "Spider-KWG Resources Inc." 

subject to shareholder and regulatory approvals. 

On June 3rd, 2010 the Special Committee of the Board of Directors announced that it engaged 

Cormark Securities Inc. to complete a formal valuation of the Company's common shares in 

response to Cliffs Greene B.V.'s ("Cliffs BV") stated intention to commence a takeover bid of all 

of the common shares of KWG (the "Proposed Bid").  Since Cliffs BV presently holds 19.4% of 

the outstanding securities of KWG, the Proposed Bid is considered an "insider bid" under 

Multilateral Instrument 61-101 - Protection of Minority Security Holders in Special 

Transactions. Accordingly, the Special Committee is required to supervise the preparation of a 

formal valuation by an independent valuator at Cliffs BVs' expense, which formal valuation is to 

be included, in summary or in its entirety, in any circular prepared by Cliffs BV and circulated 

to the Company's shareholders in connection with the Proposed Bid. 

The Board of Directors of KWG has also accepted the recommendation of its Compensation 

Committee to grant to a director of the Company options to purchase 1,500,000 common shares 

of the Company, at an exercise price of $0.14 per share, for a period of 5 years from the date of 

such grant.   
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On June 8, 2010 the Company announced that the previously announced formal valuation of the 

Company's common shares has been commenced by the independent valuator, Cormark 

Securities Inc.. In a letter delivered by Cliffs to KWG on June 7th, after the news release issued 

by Cliffs on the same date, Cliffs requested the continuation of the valuation. The formal 

valuation is required to be completed in response to Cliffs Greene B.V.'s ("Cliffs") stated 

intention to commence a takeover bid of all of the common shares of KWG (the "Proposed Bid").  

On June 14, 2010 the Company announced the signing of a definitive business combination 

agreement with Spider pursuant to which KWG and Spider propose to complete a business 

combination (the "Amalgamation"). 

The Amalgamation will be effected by way of a three cornered amalgamation, as described in the 

joint news release of KWG and Spider of May 25, 2010. Pursuant to the Amalgamation, and 

subject to regulatory approval and the approval of the shareholders of Spider, each outstanding 

common share of Spider will be exchanged for 1.21 common shares of KWG, subject to 

adjustment in certain circumstances relating to the shareholder rights plans of each of KWG and 

Spider. As well, the Combination Agreement contains provisions dealing with the exchange or 

exercise of outstanding Spider share purchase warrants and options.  

On July 2, 2010 the Company announced that Spider Resources Inc. has terminated the 

combination agreement among KWG, its wholly-owned subsidiary, 7569076 Canada Inc., and 

Spider dated as of June 11, 2010 and has paid to KWG a break-fee of $2,300,000 in connection 

with such termination.  

On June 29, 2010 the Company along with Spider announced the discovery of a new kimberlite 

located on the eastern edge of the "Ring of Fire" exploration area and in the vicinity of the Kyle 

swarm of kimberlites. Drilling continues with one drill rig on this new discovery. A second hole 

is currently being planned to continue the test of this new kimberlite. Samples will be sent for 

diamond content testing upon completion of the program. The Diagnos Initiative project is 

funded equally by Spider and KWG on a 50:50 basis.  

Provide a general overview and discussion of the activities of management. 
 

Following the announcement of the merger of KWG and Spider Resources Inc, management was 

involved in the due diligence made by Spider and in the preparation of the information to be 

included in the Spider’s circular for the special meeting of their shareholders. 

The Special Committee and advisors have worked diligently in pursuing all avenues to structure 

a "matched" bid following Cliffs raising its cash bid for Spider to $.19/share on June 25th but 

was unable to do so.  As a result SPQ was informed that KWG would not be submitting a 

matched bid and had opted to accelerate the termination of the Combination Agreement by 

Spider paying KWG the $2.3m break fee. 

Describe and provide details of any new products or services developed or offered. For 
resource companies, provide details of new drilling, exploration or production programs 
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and acquisitions of any new properties and attach any mineral or oil and gas or other 
reports required under Ontario securities law. N/A 

Describe and provide details of any products or services that were discontinued. For 
resource companies, provide details of any drilling, exploration or production programs 
that have been amended or abandoned. N/A 

Describe any new business relationships entered into between the Issuer, the Issuer’s 
affiliates or third parties including contracts to supply products or services, joint venture 
agreements and licensing agreements etc. State whether the relationship is with a 
Related Person of the Issuer and provide details of the relationship. N/A 

Describe the expiry or termination of any contracts or agreements between the Issuer, 
the Issuer’s affiliates or third parties or cancellation of any financing arrangements that 
have been previously announced. N/A 

Describe any acquisitions by the Issuer or dispositions of the Issuer’s assets that 
occurred during the preceding month. Provide details of the nature of the assets 
acquired or disposed of and provide details of the consideration paid or payable 
together with a schedule of payments if applicable, and of any valuation. State how the 
consideration was determined and whether the acquisition was from, or the disposition 
to, a Related Person of the Issuer and provide details of the relationship. N/A 

Describe the acquisition of new customers or loss of customers. N/A 

Describe any new developments or effects on intangible products such as brand 
names, circulation lists, copyrights, franchises, licenses, patents, software, subscription 
lists and trade-marks. N/A 

Report on any employee hirings, terminations or lay-offs with details of anticipated 
length of lay-offs. N/A 

Report on any labour disputes and resolutions of those disputes if applicable. N/A 

Describe and provide details of legal proceedings to which the Issuer became a party, 
including the name of the court or agency, the date instituted, the principal parties to the 
proceedings, the nature of the claim, the amount claimed, if any, if the proceedings are 
being contested, and the present status of the proceedings. N/A 

Provide details of any indebtedness incurred or repaid by the Issuer together with the 
terms of such indebtedness. N/A 

Provide details of any securities issued and options or warrants granted.  

Security Number Issued Details of Issuance Use of Proceeds
(1)

 

Options  1,500,000 Exercise price: 14 cents 

Period of exercise: 5 

years 

 

Common shares 1,583,900 Exercise of warrants $158,390– working capital 

(1) State aggregate proceeds and intended allocation of proceeds. 

 

Provide details of any loans to or by Related Persons. N/A 
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Provide details of any changes in directors, officers or committee members.  

René Galipeau was elected Chairman of the Board 

Cynthia Thomas was elected to the Board to replace Richard Fink 

Discuss any trends which are likely to impact the Issuer including trends in the Issuer’s 
market(s) or political/regulatory trends.  

Management has not identified any trends that would impact the Issuer for the time being. 

Certificate Of Compliance 

The undersigned hereby certifies that: 

1. The undersigned is a director and/or senior officer of the Issuer and has been 
duly authorized by a resolution of the board of directors of the Issuer to sign this 
Certificate of Compliance. 

2. As of the date hereof there were is no material information concerning the Issuer 
which has not been publicly disclosed. 

3. The undersigned hereby certifies to CNSX that the Issuer is in compliance with 
the requirements of applicable securities legislation (as such term is defined in 
National Instrument 14-101) and all CNSX Requirements (as defined in CNSX 
Policy 1). 

4. All of the information in this Form 7 Monthly Progress Report is true. 

Dated July 7, 2010 . 

 Frank C. Smeenk  
Name of Director or Senior Officer  

 

   
Signature 

 President and CEO  
Official Capacity 

 

Issuer Details 
Name of Issuer 

KWG Resources Inc. 

For May Month End Date of Report 
YY/MM/D 
10/06/04 

Issuer Address 
2750 – 600 de Maisonneuve West 

City/Province/Postal Code 
Montréal, Québec  H3A 3J2 

Issuer Fax No. 
(514) 866-6193 

Issuer Telephone No. 
(514) 866-6001 

Contact Name 
Luce L. Saint-Pierre 

Contact Position 
Corporate Secretary 

Contact Telephone No. 
514-866-6001 ext. 230 
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Contact Email Address 
lspierre@kwgresources.com 
 

Web Site Address 
www.kwgresources.com 

 


