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Court File No.

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
NORTH AMERICAN FUR PRODUCERS INC., NAFA PROPERTIES INC., 3306319
NOVA SCOTIA LIMITED, NORTH AMERICAN FUR AUCTIONS INC., NAFA
PROPERTIES (US) INC., NAFA PROPERTIES STOUGHTON LLC, NORTH
AMERICAN FUR AUCTIONS (US) INC., NAFPRO LLC (WISCONSIN LLC), NAFA
EUROPE CO-OPERATIEF UA, NAFA EUROPE B.V., DAIKOKU SP.Z OO and NAFA
PQLSKA SP. Z 00

N | (the “Applicants”)
NOTICE OF APPLICATION

TO THE RESPONDENT:

A LEGAL PROCEEDING HAS BEEN COMMENCED by the Applicants. The claims made by the
Applicants appear on the following page.

THIS APPLICATION will come on for a hearing on October 31, 2019, at 10:00 a.m., at the Court
House, 330 University Avenue, Toronto, Ontario.

IF YOU WISH TO OPPOSE THIS APPLICATION, to receive notice of any step in the application
or to be served with any documents in the application, you or an Ontario lawyer acting for you must
forthwith prepare a notice of appearance in Form 38A prescribed by the Rules of Civil Procedure, serve it
on the applicant’s lawyer or, where the applicant does not have a lawyer, serve it on the applicant, and file
it, with proof of service, in this court office, and you or your lawyer must appear at the hearing.

IF YOU WISH TO PRESENT AFFIDAVIT OR OTHER DOCUMENTARY EVIDENCE TO
THE COURT OR TO EXAMINE OR CROSS-EXAMINE WITNESSES ON THE APPLICATION,
you or your lawyer must, in addition to serving your notice of appearance, serve a copy of the evidence on
the applicant’s lawyer or, where the applicant does not have a lawyer, serve it on the applicant, and file it,
with proof of service, in the court office where the application is to be heard as soon as possible, but at least
four days before the hearing.

IF YOU FAIL TO APPEAR AT THE HEARING, JUDGMENT MAY BE GIVEN IN YOUR
ABSENCE AND WITHOUT FURTHER NOTICE TO YOU. IF YOU WISH TO OPPOSE THIS
APPLICATION BUT ARE UNABLE TO PAY LEGAL FEES, LEGAL AID MAY BE AVAILABLE
TO YOU BY CONTACTING A LOCAL LEGAL AID OFFICE.

Doc ID No. 257973 / File No.: 098623-0027
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Date October 30, 2019
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TO: SERVICE LIST

Doc ID No. 257973 / File No.: 098623-0027

Ray Williams, Registrar

Local registrar

Address of 330 University Avenue
court office Toronto, Ontario M5G 1R7




APPLICATION

1. The Applicants make this application for an Order substantially in the form attached at Tab 3 of

the Application Record, inter alia:

@

(®)

©

@

O

®

(®

abridging the time for service of this Notice of Application and dispensing with service on

any person other than those served;

declaring that the Applicants are parties to which the Companies’ Creditors Arrangement

Act, R.S.C. 1985, c. C-36, as amended (the “CCAA”) applies;

appointing Deloitte Restructuring Inc. (“Deloitte™) as an officer of this Court to monitor

the assets, businesses and affairs of the Applicants (in such capacity, the “Monitor>);

staying all proceedings taken or that might be taken in respect of the Applicants, their

directors and officers, or the Monitor (the “Stay of Proceedings”);

authorizing the Applicants to obtain and borrow under a debtor-in-possession credit facility
(the “DIP Facility™) to finance the harvesting of the current mink crop and other general

corporate purposes and post-filing expenses and costs;

approving a key employment retention plan (the “KERP”) for the benefit of certain key

executives and employees of the Applicants;

granting the following charges over the property of the Applicants, listed in order of

priorities:

@ a charge in favour of counsel to the Applicants, the Monitor, counsel to the
Monitor, the Financial Advisor (as defined below), and counsel to the directors and

officers, if any (the “Administration Charge”);
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(i) a charge in favour of certain key employees to secure amounts owing to them under

the KERP (the “KERP Charge”);

(iii)  a charge in favour of the DIP Lender (as defined below) (the “DIP Lender’s

Charge”), and

’

(iv)  acharge in favour of the directors and officers of the Applicants, (the “Directors’

Charge™);
(h) sealing certain Confidential Exhibits; and
() such further and other relief as this Honourable Court may deem just.
2. The grounds for this application are:

Background

(@ The Applicants are, collectively, in the business of farming, financing, preparing, grading
and auctioning fur products, such as pelts and skins, for use in the garment industry. It is
one of essentially three such companies in the world. The other two are based in Finland

and Denmark.

®) The Applicants include foreign incorporated companies which facilitate the funding and
collection of fur products in Europe and the United States for use at the auctions held in
Canada. These entities are controlled from the Toronto head office of North American Fur
Auctions Inc. (“NAFA”) and operate, along with the Canadian entities, as a cohesive unit

whose main purpose is to provide furs to NAFA’s annual auctions held in Toronto.

© The operational control for the Applicants occurs in Canada at the Company’s principal

auction location and grading facility located in Toronto (the “Head Office”).
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)

The Head Office (through Buyer Services and Logistics) is the shipping point for all buyer
purchases acquired at auction and Head Office staff also pack, stage and co-ordinate

shipments.

NAFA sells in excess of $200,000,000 USD worth of fur products annually at the auctions
it conducts. Thé/Applicanté employ in excess of 100 people worldwide at their Canadian

and satellite offices, as well as a 300 seasonal workers worldwide from December to June.

NAFA also lends funds to farmers/ranchers who use those funds to fund the development
of mink. Those farmers are then contractually bound to deliver those mink to NAFA for

auction. These loans are referred to herein as “Kit Loans.™!

The Head Office also controls and administers all Kit Loans finance, oversees all consignor
accounts, and administers related consignor marketing activities for all the entities in the

corporate structure.

The farmers who contract with NAFA for the Kit Loans are, once the loans are in place,
completely dependent on NAFA for these funds to purchase necessities such as feed in

order to grow the mink.

NAFA’s lending cycle ends around the end of November. Thereafter, the mink are
harvested and turned into pelts for auction. The 2019 mink crop is nearing harvest, but it

requires substantial funding for the next 3 to 6 weeks to complete the process.

The kits have little to no value to the Applicants or their creditors until the kits that are

being funded are mature and can be converted into pelts. Once converted, the pelts are an

! Infant mink are called “Kits”.
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internationally recognized and traded commodity with a high value, and the Kit Loans are

almost 100% collectable.

k) The Applicants have historically bridged the gap between lending and harvest with bank
financing. Its main lender, which is a syndicated lender led by the Canadian Imperial Bank
of Commerce (é/ollectively'; the “Syndicate™), has provided credit facilities ranging

" between $40,000,000 and $60,000,000 depending on the time of year.

Q)] The Syndicate made demand in the summer of 2019 and ultimately stopped funding in late

September.

(m) The Applicants are facing a looming liquidity crisis and will be unable to meet their
obligations, in particular their obligation to complete the funding of the Kit Loans, as they

become due without protection under the CCAA.

(n) The Applicants have determined that, in its business judgement and in consultation with
its advisors, it is in the best interest of their business and stakeholders to file for CCAA

protection.

(o) The Applicants believe that the inherent flexibility of the CCAA and the oversight of the
Monitor, is the only practical method to ensure that all stakeholders are treated as fairly as

possible and that recoveries are maximized.

(3)] Deloitte has consented to act as the Monitor.

DIP Facility

@ The cash flow put forward by the Applicants, in consultation with the Monitor and the
Company’s financial advisor, demonstrates that the Applicants likely require DIP

financing to ensure that they are able to meet their obligations during the Stay of

Doc ID No. 257973 / File No.: 098623-0027

.
!
E

L



@

(s)

®

C))

Proceedings. Accordingly, the Applicants have sought and Waygar Capital Inc. (the “DIP
Lender”) has advised it will provide the Applicants with a DIP Facility up to $5 million

(subject to ‘certain conditions).

The DIP Lender requites an Initial Order of this Honourable Court under the CCAA
providing for a s'lllper-priorify charge on all of the assets and property of the Applicants

’ (subject only to certain court-ordered charges) as security for the DIP Facility.

Without the DIP Facility, the Company will likely be unable to meet its immediate cash
flow requirements and its advisors concur that it is prudent to have this DIP Facility

available.

It is contemplated that the DIP Facility will be repayable within 90 days and is a short term
arrangement as the Applicants do not anticipate a long term need for DIP financing once

the immediate liquidity crises in relation to the Kit Loans has been managed.

The Company is negotiating in real time with the Syndicate and the DIP Lender the terms

under which the funding can be provided.

SAGA Furs Transaction

™

(W)

To address their liquidity needs, the Applicants have sought and received from SAGA Furs
(one of their principal competitors) an LOI to allow SAGA Furs to acquire certain of the

Kit Loans in October and November on certain terms (the “SAGA Furs Transaction”).

If completed, the SAGA Furs Transaction will provide immediate liquidity which,
assuming the Syndicate allows the Applicants to access those proceeds and the Applicants
receive DIP funding, will allow the Applicants to harvest the current mink crop and

thereafter to reconsider their business operations.

Doc ID No. 257973 / File No.: 098623-0027
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x) The Applicants have determined, in consultation with the Syndicate and their advisors, that

in their business judgement, it is in the best interest of the business and the stakeholders to

pursue the SAGA Furs Transaction.

) The Applicants have, on notice to the Syndicate, already undertaken and begun processing
the Kit Loans in accordance ‘with the SAGA Furs Transaction and funding from the first of

" these purchased loans are expected this week in the amount of several million dollars USD.

KERP

(z) The Applicants, along with their advisors, have developed a KERP to facilitate and
encourage the continued participation of senior management and other key employees of

the Applicants in the business and the restructuring.

(aa)  The KERP provides appropriate incentives for the Applicants’ key employees to remain in
their current positions and ensures that they are properly compensated for their assistance

in the restructuring process as has been reviewed by the proposed Monitor.

Financial Advisor

(bb)  The Applicants are seeking the Court’s approval for the continued engagement of KPMG

Inc. and KPMG Corporate Finance as financial advisor to the Applicants (the “Financial

Advisor™).

(cc)  The Financial Advisor’s expertise and experience has benefited the Applicants in their
restructuring efforts to date, and the Applicants will require the Financial Advisor’s

assistance in connection with upcoming steps in these proceedings.

Doc ID No. 257973 / File No.: 098623-0027



Stay of Proceedings

(dd)  The Applicants require the Stay of Proceedings and the other relief sought to permit the
Applicants to continue operating as they pursue restructuring options including
reorganization and a potential sale of some of the Kit Loans in order to maximize enterprise

value.

’

(ee) It is necessary and in the best interests of the Applicants that the Applicants be afforded

the “breathing space” provided by the CCAA as they attempt to restructure their business.

Other Grounds
(£ The Applicants are insolvent.

(gg)  The Applicants are all debtor companies and/or affiliated companies to which the CCAA

applies.

(hh)  The claims against the Applicants exceed $5 million; the Applicants are indebted to the
Syndicate, led by CIBC, in excess of $30,000,000. All of the Applicants (other than 2) are

either borrowers or guarantors of that debt.

(i) The Applicants have material unsecured creditors beyond the amounts owing to the
Syndicate, and several real properties with real property mortgages. These amounts are in

likely in excess of $25,000,000.

()] The cash flows and economic analysis provided in the confidential appendices are
confidential in nature and contain confidential business information, the public disclosure
of which would materially and negatively impact the ability of the Applicants to

restructure.
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(kk)  The provisions of the CCAA and the inherent and equitable jurisdiction of this Honourable

Court.

an Rules 2.03, 3.02, 14.05(2) and 16 of the Ontario Rules of Civil Procedure, RR.O. 1990,

Reg. 194, as amended.
(mm) Section 106 of the Courts of Justice Act, R.S.0. 1990, c. C.43 as amended.

(nn)  Section 10 and 11 of the CCAA.

(00)  Such further and other grounds as are set out in the Application Record and as counsel may

advise and this Court may permit.

3. The following documentary evidence will be used at the hearing of the application:

) the Affidavit of Doug Lawson sworn October 29, 2019 and the exhibits attached thereto;

(b) consent of the proposed Monitor; and

(©) such further and other evidence as counsel may advise and this Honourable Court may

permit.

Doc ID No. 257973 / File No.: 098623-0027
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Date: October 30, 2019
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Email: DUllmann@blaney.com

Alexandra Teodorescu (LSO #63889D)
Tel: (416) 596-4279

Fax: (416) 594-2506

Email: ATeodorescu@blaney.com

Jessica Wuthmann (1.SO #72442W)
Tel:  (416) 593-3924
Fax: (416) 594-3595

Email: JWuthmann@blaney.com

Counsel for the Applicants
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Court File No.

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 NORTH AMERICAN FUR PRODUCERS INC., NAFA PROPERTIES
INC., 3306319 NOVA SCOTIA LIMITED, NORTH AMERICAN FUR
AUCTIONS INC., NAFA PROPERTIES (US) INC., NAFA PROPERTIES
STOUGHTON LLC, NORTH AMERICAN FUR AUCTIONS (US) INC,
NAFPRO LLC (WISCONSIN LLC), NAFA EUROPE CO-OPERATIEF UA,
NAFA EUROPE B.V., DAIKOKU SP.Z OO and NAFA POLSKA SP. Z OO

(the “Applicants”)

AFFIDAVIT OF DOUG LAWSON

|, DOUG LAWSON, of the City of Toronto, in the Province of Ontario, AFFIRM AND SAY:

| am the President and Chief Executive Officer of North American Fur Auctions Inc. (the
“Company” or “NAFA”) and as such have knowledge as to the matters which | hereinafter
depose. To the extent | am recounting information provided to me by others, | have stated

the source of that information and verily believe it to be true.

| swear this affidavit in support of an Application by the Applicants seeking protection from
their creditors pursuant to the provisions of the Companies’ Creditors Arrangement Act (the

“CCAA”).
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3. All currency references in this affidavit are in USD, the primary operating currency for the

Applicants, unless otherwise noted.

4.  The Applicants’ key lending syndicate (the “Syndicate”) has advised that it will no longer
provide further funding to the Applicants. As such, the Applicants unable to meet certain of
their key liabilities as they fall due, in particular their obligation to provide funding to more
than 50 farmers around the world who rely on those funds to grow and harvest animals
(mainly mink) for sale by NAFA. As a result, the Applicants seek the following urgent relief
to:

a. ensure continuity of management control (albeit in a public process supervised by

a court officer);

b. receive priority debtor in possession (“DIP”) financing (“DIP Financing’) to allow
the Applicants to maintain operations and address the funding needs of their

farming clients;
c. pursue a transaction for the refinancing of their obligations; and

d. have “breathing space” within which to formulate a restructuring plan satisfactory

to the stakeholders.

5.  In the last week, the Company has entered into an arrangement with one of its competitors
that provides it with immediate liquidity which, in combination with some short term DIP
Financing described herein, should provide the Applicants with the necessary breathing

space to consider their options and obligations to stakeholders.

Company Background and Recent Events

6. NAFA has a corporate lineage, in one corporate incarnation or another, which is

approximately 350 years long. It is the direct corporate descendant of the original Hudson



Bay Fur Trading Company and later the Hudson’s Bay Company (“HBC"). Its logo recounts

that it has been in business since the year 1670:

Since 1610

NAFA is in the business of farming, financing, preparing, grading and auctioning fur
products, such as raw fur Pelts (“Pelts”), for use in the garment industry. It is one of
essentially three such companies in the world that operate in this industry with similar size
and scale. The other two are based in Finland and Denmark. There is no material North

American competitor that provides these services.

NAFA sells in excess of $200,000,000 worth of fur products annually at the auctions it
conducts, as described in greater detail below. It employs in excess of 100 people
worldwide through the Canadian and foreign subsidiaries, as well as approximately 300

seasonal workers worldwide from December to June annually.

NAFA had lending facilities with the Syndicate in the amount of approximately $50,000,000
to $80,000,000, depending on the time of year (as explained below). It is currently indebted

to the Syndicate in the amount of approximately $32,000,000 as at October 28, 2019.
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Corporate Structure and Business of the Applicants

10.

11.

12.

13.

14.

NAFA has two principal sources of revenue. It collects interest and fees on loans it makes
into the fur farming industry, and it collects consignor and buyer commissions and related
auction charges, and amounts due from those loans, when it conducts its auctions to sell

those fur products.

In addition, NAFA makes loans to farmers to support those businesses in excess of and
separate from the Kit Loans (as defined below). NAFA also includes 3306319 Nova Scotia
Limited (“3306319"), which owns one mink farm in Nova Scotia. 3306319 generates 48,000

Pelts annually worth approximately $1,500,000 CAD.

The Company also provides storage facilities for furs from around the world for entities
which have purchased and not collected furs from previous auctions or for parties who wish
to store fur pending future auctions. The Company also stores furs provided to it for an

auction but which have failed to sell, with instructions to sell those furs at a future auction.

Between the NAFA owned furs and the furs in storage, NAFA currently has approximately
1,000,000 Pelts worth approximately $25,000,000 on hand. Less than $250,000 worth of
these Pelts are NAFA's inventory, while the remainder are furs that NAFA is storing on

behalf of their owners as described above.

The Applicants, although located in different countries, are principally controlled by and do
business through the Canadian operations of NAFA. The Canadian operations conduct the
auctions, oversee the lending operations, and have central command and control over the
material decisions made at the subsidiaries. All business of the Applicants is focused on the
delivery of Pelts to the Canadian operations centralized around NAFA to be auctioned at

NAFA’s Head Office (as defined below) in Toronto. All funding of loans, collection of loans,
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and receipt of proceeds are also conducted at the Head Office location and by the staff in

Canada, as further set out below.

15. The corporate structure of the Applicants is set out in the chart below:

@ NAFA OWNERSHIP STRUCTURE

Snce 1610 May 2017

NAFA Wild Fur
Shippers Council

Canada Mink Breeders Canada Fox Breeders
Association Association
{CMBA) (CFBA)

American Mink Council
(AMC)

m - Pt e P

(WFSC)

North American Fur Praducers inc (NAFPI) NAFA Europe Co-operatief UA

{incorporsted k Cawads)
HoMing Company

NAFA Europe BV,

3306319
Nova Scotia
Limited

NAFA Properties Stoughton LLC

North American Fur Auctions {US) Inc NAFA Polska Sp. Z oo

NAFPRO LLC (Wisconsin LLC)

16. In addition to the entities in the above corporate chart, there is an additional entity in Poland

named Daikoku Sp.Z oo (“Daikoku”), which is a direct subsidiary of NAFA.

17. Operational control for the entities in this corporate structure is conducted from the head
office located at 65 Skyway Avenue, Toronto, which is also the Company’s principal auction
location and grading facility (the “Head Office”). The Company'’s principal distribution facility

is located at 500 Carlingview Drive, Toronto. All buyer services, marketing services, buyer



18.

19.

20.

21.

22.

23.

logistics, storage of sold goods and related activities are carried out within these two

buildings.

The Head Office staff control and administer all consignor loans finance, oversee all
consignor accounts, and administer related consignor marketing activities for all the entities
in the corporate structure. The Head Office deals with soliciting ranch mink, ranch fox and
wild fur within Canada. It is a major receiving depot (receiving individual Pelts into accounts,
ticketing for identification, and CITES" registration and administration) for both wild fur and

ranched fur.

The Head Office (through Buyer Services and Logistics) is the shipping point for all buyer
purchases acquired at auction and staff at the Head Office pack, stage and co-ordinate
shipments. NAFA is the major staging location and co-ordination facility for intercompany
shipments between NAFA Europe B.V. (‘“NAFA Europe”) and North American Fur Auctions

(US) Inc. ("NAFA USA").

North American Fur Producers Inc. (“NAFPI”) is the holding company for the producer
associations. The producer association shareholders appoint the NAFPI Board of Directors,

who in turn, nominate the directors for NAFA.

NAFA Properties Inc. (“‘NAFA Properties”) is wholly owned by NAFPI. It owns and

maintains various properties located within Canada, including the Carlingview property.
3306319 is a fur farm operation located in Nova Scotia and owned by NAFA Properties.

NAFA USA is wholly owned by the Company. NAFA USA performs all soliciting functions
within the United States, administers the American consignor accounts, serves as a
receiving deposit for the American goods, and serves as a major grading depot for ranch

mink and wild fur. The two facilities in the United States commonly receive and grade mink

1 Convention on International Trade of Endangered Species of Wild Flora and Fauna.
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24.

25.

26.

27.

28.

and varying types of wild fur. NAFA USA is also currently storing Pelts. It also owns one of
the two properties located in Stoughton, Wisconsin. This building is used primarily as the
USA head office and grading facility (also containing the former NAFPRO LLC (Wisconsin

LLC) (“NAFPRO") facility).

NAFA Properties (US) Inc. (‘NAFA Properties US”) is wholly owned by NAFA Properties.
It owns a warehouse in Stoughton, Wisconsin, through NAFA Properties Stoughton LLC,
that was under a graduated development as an eventual replacement building for all
Stoughton operations, but is currently used primarily for cold storage, packing, and wild fur

receiving.

NAFPRO is wholly owned by NAFA US. Its function was to receive “green” mink Pelts and
process them into dry, raw and stable Pelts suitable for grading. This operation has been,

or is in the process of being, closed and will not operate in the 2019/2020 season.

The Pelts that are being processed through NAFPRO and are currently graded and stored
through NAFA USA and NAFA Properties US will ultimately be shipped to Canada to be

sold at NAFA'’s auctions held at the Head Office.

NAFA Europe ran the Western European office, which has since been closed. It
administered and paid for all non-Polish solicitors working outside of Poland and in countries
including the Netherlands and Denmark. It also administered account proceeds for all
European Consignor Auction revenue. As set out above, the accounts for consignor
auctions handled through NAFA Europe were ultimately coordinated and controlled by the
staff at the Head Office. These operations have now been closed and transitioned to NAFA

Polska (as defined below).

NAFA Polska Sp. Z oo (“NAFA Polska”) is the company tasked with the collection and

grading of European origin ranch mink for delivery to the Canadian auction. NAFA Polska
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29.

30.

31.

32.

33.

34.

serves a cold storage function for 805,000 Pelts and provides the facility for much of the
NAFA team located in Europe to operate from. NAFA Polska’s grading capacity is about
8,000,000 Pelts per year. These furs are also ultimately shipped to and auctioned in

Canada.
Diakoku is a fur farm operation located in Poland.

NAFA Europe Co-operatief UA (“NAFA Co-op”) is a holding company for all NAFA entities

in Europe.

NAFA also operates the largest wild fur auction house in North America. Annually, NAFA

facilitates the sale of approximately $25,000,000 worth of wild fur.?

This part of NAFA'’s business is extremely important to the North American wild fur industry,
particularly to the aboriginal community that uses NAFA’s wild fur auction house as an

important way of selling their furs.

NAFA’s wild fur business administration also assists the Canadian Ministry of Natural
Resources and Forestry to monitor the catching and trapping of animals across Canada,

including with respect to the limits related to endangered species.

The Applicants own or lease the following real estate:

a. NAFPI - 65 Skyway Avenue, Toronto, Ontario (lease);
b. NAFA Properties — 500 Carlingview Avenue, Toronto (owned);
c. NAFA USA - 205 Industrial Circle, Stoughton, Wisconsin, U.S.A. (owned);

d. NAFA Properties Stoughton LLC - 1600 Williams Drive, Stoughton, Wisconsin

(owned);

2 "\Wild fur” are furs trapped in the traditional sense as opposed to farm raised furs which make up the
majority of the fur industry.
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35.

36.

37.

38.

e. NAFA Polska - ul. Granitowa 10 in Goleniow, Poland (composed of 0.8916

hectares of land and development erected thereon) (owned);

f. NAFA Polska — ul Produckcyina in Goleniow, Poland (composed of 0.8003

hectares of land and development erected thereon) (owned);
g. 3306319 — 569 Middle Cross Road, Roxville, N.S.;
h. 3306319 — 241 Riverdale Road, Riverdale, N.S.; and

i. Daikoku - 72-100 Lozienica, Poland (a farm that is ieased).

NAFA conducts three auctions a year, which are held at its Head Office location. The last
of these auctions was just concluded successfully on August 27, 2019. The next auction is

currently scheduled to be held in March, 2020.

During the period between July and March, the Applicants have traditionally had access to
bank financing to fund the growing cycle for their product, which | understand to be similar

fo other agricultural businesses.

In particular, from the period of July until November in most years, including this one, NAFA
borrows in excess of $45,000,000, a portion of which is lent to farmers/ranchers who use
those funds to fund the development of mink. Those farmers are then contractually bound
to deliver those mink to NAFA for auction. These loans are referred to herein as “Kit

Loans”?

The farmers who contract with NAFA for the Kit Loans are, once the loans are in place,
completely dependent on NAFA for these funds to purchase necessities such as feed in

order to grow the mink.

3 Infant mink are called “Kits”.
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40.

41.

10

NAFA's lending cycle ends around the end of November each year. Thereafter, the mink

are harvested and turned into Pelts for auction.

NAFA’s lenders, and in particular the Syndicate, have made loans to NAFA to fund this

farming cycle for decades (since the late 1980’s).

This year, in both May and July, the Syndicate confirmed its willingness to do so again
(subject to certain terms) and entered into a new loan agreement with NAFA in July, as

further described below.

Dealings with the Syndicate

42.

43.

44,

45.

46.

In 2018, NAFA decided to delay its third auction in 2019 (which would usually have been in
July) to the end of August. This decision was made in April of 2018 and was made known
to the Canadian Imperial Bank of Commerce (“CIBC” or the “Agent’), the Agent for the

Syndicate, at that time.
The other two 2019 auctions were scheduled to take place in March and June 2019.

Although the results from the auctions held in March and June 2019 were acceptable
competitively and relative to the current market, the results of the auctions were materially

below projections.

The auction results in June were depressed, in part, by changes in the worldwide price for
mink and other furs, which trade as commodities and are subject to the volatility as other

internationally traded commaodities.

At the end of June, | voluntarily approached CIBC and advised my principal bank contact
that due to the poor outcome of the auction in June, and the fact that the auction normally
held in July was taking place in August, NAFA would not have sufficient cash to fund the Kit

Loans in July and August without assistance from the Syndicate.
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48.

49.

50.

51.

52.

53.

11

In particular, NAFA calculated that it would require a bulge facility from the Syndicate in the
amount of up to $20,000,000. The Company had previously requested and received bulge

facilities from the Syndicate in prior years.
At that time, the total amount owing to the Syndicate was approximately $45,000,000.

The Agent was advised that NAFA intended to hold its auction in August (as scheduled)
and that when it did so, it was expected that it would return to a more usual level of debt

with the Syndicate.

On July 8, 2019, a meeting was held between the Agent’s Special Loans group, its financial
advisors, the Company'’s financial advisors, and representatives from the other lenders from

the Syndicate and counsel to canvass options and concerns.

Following that meeting, the Company and the Syndicate entered into a new credit
agreement whereby the Syndicate agreed to provide funding to the Company for the period
from July 17, 2019 up to and including the current date and beyond. A copy of that Credit

Agreement (the “Credit Agreement’) is attached hereto and marked as Exhibit “A”.

The Credit Agreement is extremely dense and complex, reflecting the size and complexity
of the loan products used in the NAFA business. | will not describe it in detail here. | will
note that, as was confirmed in July of this year, all of the Applicants (with the exception of
Daikoku, NAFA Europe and NAFA Co-op) were either borrowers or guarantors under the
Credit Agreement, with the guarantors guaranteeing the entire amount of the debt, jointly

and severally.

In the Credit Agreement, CIBC affirmed that it would continue to provide funding to ensure
that the Kit Loan payments were made. In reliance on this fact, NAFA made it known to their
farmers that they could reasonably expect to continue to receive the Kit Loans for this

growing season.
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54. Attached as Schedule “1.1.23" of the Credit Agreement was a cash flow forecast which

55.

56.

57.

58.

59.

60.

strictly limited the Company’s disbursements and the Company covenanted to follow it.

The new Credit Agreement was focused on three new business points:

a. First, the Company would diligently follow the cash flow, which would be closely

monitored by the parties and their financial advisors;

b. Second, the Company would engage in an aggressive program to sell the
business, or part of it, and would immediately hire KPMG Corporate Finance

("KPMG Corporate”) to spearhead that initiative; and

c. Third, the Company would conduct the August auction in the usual course and

ensure maximum recovery from those assets.

The cash flow forecast was prepared after careful and detailed review by KPMG Inc.
("“KPMG”) (our auditor and financial advisors), the Agent, its counsel and their financial

advisor, Alvarez & Marsal Canada ULC (“Alvarez”).

Pursuant to the cash flow forecast, the Syndicate did allow for funding to be made to pay
the Kit Loans and the Company did so. Thereafter, the Kit Loans were generally kept current

to the farmers until October 17, 2019, as further described below.
The Company held its auction in August, 2019 as agreed.

The Company was obliged, pursuant to its credit and other arrangements with the
Syndicate, to certify by August 30" that the receipts from that auction were at least
$53,000,000. In fact the auction proceeds were in excess of $55,600,000, as certified in the

certificate provided to the Syndicate, which is attached hereto and marked as Exhibit “B”.

As required by the Credit Agreement, the Company hired KPMG Corporate in July 2019,

who began the process of seeking sale or refinance opportunities for the Company.
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64.

65.
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Immediately after being retained, KPMG Corporate advised the Company and CIBC that
while a strategic sale of some or all of the Company was possible, the deadlines set out in

the Credit Agreement were unrealistic in its view.

The Syndicate made demand on the Company on August 2, 2019 and issued notices of
intent to enforce under the Bankruptcy and Insolvency Act (“BIA”), largely because the
Company had failed to meet the sales guidelines. Attached hereto and marked as Exhibit

“C” are copies of the demand letters and BIA notice.

By August 14, 2019, the Syndicate had agreed to a forbearance with the Company and the
Syndicate agreed to new timelines for the sale process which were supported by KPMG
Corporate (‘Forbearance Agreement’). A copy of the Forbearance Agreement is attached

hereto and marked as Exhibit “D”.

The Company continued to follow its cash flow forecast (as amended from time to time with
the agreement of the Syndicate) and delivered the first SAGA LOI (described below) within

the timeline provided in the Forbearance Agreement.

The Company has substantially lived up to its obligations under the Credit Agreement and
the Forbearance Agreement (as amended) except in regards to certain covenants to sell
certain assets and/or enter into merger transactions within the timeframes that proved to be

unrealistic.

On September 19, 2019, the Syndicate issued a default letter purportedly terminating the
Forbearance Agreement and the Credit Agreement. While | did not agree that there had
been a default which entitled the Syndicate to issue the default letter, the Forbearance
Agreement expired in any event on September 19, 2019 and so NAFA did not contest it as
it seemed a moot point. Attached hereto and marked as Exhibit “E” is the defaulit letter,

dated September 19, 2019 from counsel to CIBC.
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Since September 19, 2019, the Syndicate has not made any further cash advances to

NAFA.

The Waygar Refinancing Transaction and First Interim Funding

67.

68.

69.

70.

In accordance with the sale process sanctioned by the Credit Agreement and subsequent
forbearances, the Company solicited and received a letter of intent from Waygar Capital
Inc. (“Waygar”) on or about August 27, 2019, under which Waygar expressed its intent to

finance the Company.

Waygar advised of its intent to advance $60,000,000 in loan repayment and working capital

by mid-October, 2019.

At a conference call attended by Waygar, the Agent, and all of the advisors on September
19, 2019, Waygar advised that it had delayed moving forward with its loan until the
Company made the majority of the payments owing by it to parties who had supplied furs
to NAFA on consignment for the August auction from the proceeds of that auction. As a
result, Waygar advised that it would now not be able to meet its planned advance date to
retire the Syndicate’s indebtedness, upon which the Company had relied. Those payments

were made, as scheduled, on September 17, 2019.

On or about September 18, 2019, the Company was advised by the tax authorities in the
Netherlands that they had sequestered funds (ultimately totalling approximately 1.2 million
Euros — subsequently reduced to 830,000 Euros, which has been transferred to the Dutch
Tax authorities as security and approximately 100,000 Euros held in a Rabobank account)
due to suspicion that, in the past, funds which were payable to certain consignors of furs to
the three major fur auction companies in Europe (including NAFA), were part of a tax fraud
scheme being perpetrated by the intended recipients. The investigation is going to go back

in time approximately fourteen years.
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73.

74.

75.

76.

77.

78.
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No allegation was made specifically against NAFA in this regard, but the suspension of the
funds further depleted the availability of funds for NAFA and further complicated NAFA’s
ability to make payments of any kind into Europe. Two letters from the Dutch tax authority
dated September 11, 2019 are attached hereto and marked as Exhibit “F” along with a

translation.

Following this, the Agent advised the Company on Saturday, September 21, 2019 that it

intended to place the Company into receivership.

In response, on Sunday, September 22, 2019, the Company arranged for interim funding

from Waygar.

In particular, Waygar agreed to advance, and the Syndicate agreed to allow, up to
$8,000,000 to fund operations until the closing of the $60,000,000 financing with Waygar,

which was to take place on October 17, 2019.

Waygar provided the interim financing through Waygar joining the Syndicate, as set out in

the agreement attached hereto and marked as Exhibit “G™.

The key terms of the advance between Waygar and the Syndicate were that Waygar would
advance the funds and would have first priority to repayment of those funds. The funding
was principally to be used to fund Kit Loan obligations. That funding closed on September

27, 2019.

It was my understanding, based on multiple conversations which | attended with the Agent
and/or its advisors (along with NAFA’s advisors) that the Syndicate recognized the utility in
making this funding to the farmers in order to ensure the further development of the kits into

harvestable product.

| believe that it is understood among the Company, the Syndicate and our respective

advisors, that under-funded and under fed kits are essentially valueless.
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By comparison, it is estimated by our advisors that the conservative market value of the kits,
which are subject to Kit Loans, and anticipated to be converted into Pelts would be in excess
of $90,000,000 once harvested. Based on the terms of the current 2019 Kit Loans,
approximately $65,000,000 would be payable to the Company to repay those loans upon
those animals being pelted, auctioned and sold (assuming NAFA completed its loans to all

of these farmers).

Termination of the $60,000,000 refinance Waygar Transaction

80.

81.

82.

83.

84.

On October 14, 2019, Waygar advised the balance of the Syndicate (the “Original
Syndicate”) and the Company that it was no longer prepared to enter into long term funding

with the Company or provide the $60,000,000.

Confronted with the fact that the Company was going to be unable to fund its Kit Loans or
other obligations beyond day-to-day operations after October 17, 2019, the Company
approached each of Waygar and the Original Syndicate members to seek interim funding

to allow it to finish the Kit Loans and operate.

The Agent advised the Company, at an all parties meeting on October 15, 2019, that the
Syndicate was unwilling to provide any further funding to the Company. On the other hand,
the Agent advised that the Syndicate might be willing to consider allowing for the Company
to consume certain easy to liquidate assets, if that might provide it some runway before it

ran out of funds.

CIBC also advised that it would not allow for further DIP funding from Waygar to come in

ahead of the Original Syndicate.

Further, CIBC advised that in its opinion, there may'not be sufficient value in the current
business to even repay the $8,000,000 due to Waygar in priority to the Original Syndicate.

| disagree with this statement.
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The Agent strongly encouraged the Company to seek a transaction with its competitors to
see if that might either solve the liquidity issues or provide a basis for a merger, transaction

or wind-down.

Waygar, confirmed on October 18 and October 20, 2019, that it was prepared to provide
DIP Financing to allow the Company to meet its Kit Loan obligations. As set out below,
Waygar has provided a term sheet outlining a DIP funding transaction which, if approved

by the Court, will provide the Company with the funding to move forward.

In the interim, while continuing to operate in the normal course (subject to its extreme cash
constraints), the Company has pursued a transaction with its competitor, SAGA Furs

(“SAGA”), to address these liquidity issues.

The SAGA Furs Transaction

88.

89.

90.

Since July of this year, NAFA has been engaged in negotiations with SAGA about a possible
transaction. The transaction was sourced and organized by KPMG Corporate in accordance
with the mandate provided to it pursuant to the Credit Agreement. Various iterations of the
transaction were vetted and considered from time to time by KPMG Corporate and reported

to the Syndicate and Alvarez.

SAGA provided the Company with an LOI to allow it to acquire certain of the Kit Loans in
August (the “August LOI"), but that transaction was not pursued at that time because of the
opportunity provided by the anticipated transaction with Waygar which NAFA thought would

retire the Original Syndicate loan or provide the business with a path forward.

On October 20, 2019, the Company and KPMG Corporate solicited and received a new LOI

from SAGA (the “SAGA LOI"). A copy of the SAGA LOI is attached hereto as Confidential

Exhibit “A” to this affidavit.
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Fundamentally, the SAGA LOI proposes a transaction which allows for NAFA to receive
some or all of the present value of the outstanding Kit Loans, without having to wait to
recover those amounts from auction proceeds which would not otherwise be available until
March, 2020 or later. In exchange for this, NAFA is surrendering the right to auction these
kits at its March auction, and foregoing the profit it would make from conducting such an

auction.

The SAGA LOI sets out the following deal terms:

a. SAGA would provide immediate funding to NAFA with respect to certain farmers
in Europe who had outstanding Kit Loans, up to the amount of those loans (which
certain advances made by it would be repaid to NAFA). In accordance with the

terms of SAGA LOI, these farmers are referred to as the “Schedule 1 Farmers.”

b. SAGA would fund the balance of the requirements owing under the Kit Loans for
the balance of the season for the Schedule 1 Farmers, thereby relieving NAFA of

the obligation to do so.

c. SAGA would take over funding the pelting, grading and auctioning of the kits

subject to Kit Loans.

d. SAGA would also make offers to acquire the balance of the European Kit Loans
from the other European farmers, which are referred to as the “Schedule 2
Farmers’. In respect of these farmers, SAGA would provide NAFA with an amount
equal to 85% of the past market price averages. The balance due for these Kit

Loans would be paid when the kit Pelts were auctioned by SAGA.

e. To the extent NAFA was owed anything from the farmers beyond the payment
contemplated in sub-paragraphs a) or b) above to be financed by SAGA, it would

have a second secured position over the Pelts which were the subject of the Kit
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Loans and would be paid the balance owing to them from the proceeds realized at
auction.

f. SAGA also offered a similar structure for NAFA's North American Kit Loans, but

on a less immediate basis.

g. A commission fee would be payable to NAFA in connection with the Pelts to be

sold at auction provided through this structure (the “SAGA Furs Transaction”).

Immediate Cash Flow Impact of the SAGA Furs Transaction

93.

94.

95.

96.

On October 21, 2019, the Company, in consultation with KPMG provided to the Syndicate
and Alvarez two cash flow forecasts for the period of October 11 to December 13, 2019,
which assumed the SAGA Furs Transaction would be performed and the Company could
utilize some or all of that cash to meet its remaining Kit Loan obligations and operational
obligations. Those cash flows are attached hereto as Confidential Exhibit “B1” and “B2”

to this affidavit.

These illustrative cash flow forecasts are no longer current as the Company has continued
to work with KPMG to prepare a cash flow forecast for these CCAA proceedings. Deloitte
Restructuring Inc. (“Deloitte”), in its capacity as proposed monitor for the Applicants (the
“Proposed Monitor”) is currently working with the Company and KPMG to review and

finalize the cash flow forecasts, as discussed below.

The Company, with the assistance of KPMG, also reviewed and provided an analysis of the

benefit of the SAGA Furs Transaction to the Syndicate and Alvarez. A copy of this analysis

is attached hereto and marked as Confidential Exhibit “C”. The analysis was positive.

Having reviewed the SAGA Furs Transaction with KPMG Corporate, KPMG, the Syndicate

and its advisors, and with particular regard to the fact that the Syndicate was unwilling to
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provide any further bridge funding or any funding at all, the Company determined that the
SAGA Furs Transaction was the best available option to support the Company and its
obligations to its stakeholders. The Board also supported and authorized that the Company

proceed with this transaction.

The SAGA Furs Transaction will, if completed on schedule, provide sufficient liquidity to
allow NAFA to harvest the current mink crop and thereafter to reconsider its business

operations.

Under the SAGA Furs Transaction, it is likely the case that NAFA will not hold an auction in
March 2020 as it is expected that the remaining Pelts consigned to NAFA could be directed
to be auctioned by SAGA. It is unclear what role, if any, the existing NAFA staff would play

in conjunction with those products.

It is my hope that once the Company gets through the immediate cash crunch related to the
completion of the 2019 Kit Loans, it will then be able to review with its advisors what future
business, if any, might be performed by NAFA or its personnel both in Canada and or in its
satellite offices to further support the fur industry. For example, SAGA and the Company
have also discussed the possibility of a transaction in the future whereby SAGA will assist

NAFA to fund the Kit Loans and assist with operations in North America.

Attached hereto and marked as Confidential Exhibit “D” to this affidavit is the
NAFA/SAGA Furs Rancher Visitation Schedule and Estimate Valuation, which shows a
summary of the Kit Loans and the corresponding next farm visit and payment, as at October
28, 2019. As set out therein, certain loans have already been assigned to SAGA, and more

than $3 million is expected to arrive by the end of the week.
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It is anticipated by the Company in its Cash Flow Forecast (as defined below) that the
Syndicate will allow the Company to use these proceeds to fund operations, but the

Syndicate has not committed to this position.

| have advised SAGA of the Company’s intention to seek protection under the CCAA and
have been advised by Juha Huttunen, the CFO of SAGA, that the CCAA filing will not impact

SAGA’s desire to complete the SAGA Furs Transaction.

Financial Impact of the SAGA Furs Transaction

103.

104.

105.

The cash flow at B1 assumed the SAGA Furs Transaction will be performed entirely on an
expedited basis and with the best outcome for all assumptions. On this cash flow, the
Company would have sufficient liquidity to meet its obligations, including the ability to
complete the remaining Kit Loan funding, without the need for further DIP Financing over

that period.

On October 21, 2019, counsel for Waygar, CIBC and the Company, KPMG/KPMG
Corporate, and Alvarez had a call in which the Company expressed its belief that while it
was possible, based on the best case scenario cash flow, that the Company would be able
to operate without any further funding from the Syndicate, it was of the view that it was
prudent to have a DIP Financing facility of $5,000,000 given the potential risk surrounding
the timing of the assumption of the loans by SAGA (as the cash flow at Confidential Exhibit

B1 outlined a doable but optimistic time frame).

By comparison, the cash flow at Confidential Exhibit B2 assumes there will be some greater
difficulty in completing the anticipated SAGA Furs Transaction with the various farmers
which causes a greater period of time to pass before the first or significant funds are
provided by SAGA. Under this forecast, the Company requires $5,000,000 from Waygar

immediately (i.e. on or before November 1, 2019) to allow it to maintain funding to the Kit
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Loans while the SAGA Furs Transaction matures and generates material funds a week

later.

Both cash flow forecasts also include material repayments to the Syndicate and the
continuation of current payments in accordance with the existing security and lending
arrangements. A delay or “holiday” in those payments could improve the Company’s cash
position going forward, but it would not provide the additional liquidity the Company
immediately needs in order to keep the Kit Loans current. The Company is reviewing the

appropriateness of these pay downs during the period of the cash flow.

As the cash flow demonstrates, after nearly 4 months of carefully managed and occasional
acrimonious negotiations and funding, the Company is, according to projections, literally
within only a few weeks of being able to complete the funding of the Kit Loans (with the
proceeds from the SAGA Furs Transaction) and see the benefit of those loans turning into

collectable assets.

The Company has now commenced the process of contacting farmers and implementing
the SAGA Furs Transaction (even prior to receiving final documentation from SAGA) and it
is optimistic it will provide the much needed liquidity to the Applicants. | personally flew to
Finland on October 23™ and remained there until October 27" to help coordinate this
process. My initial report is that the contact with the first group of farmers by SAGA

proceeded well and | am optimistic the balance of the transaction will proceed equally well.

The negotiations with our single largest customer and debtor, the Van Ansem Group
(“VAG”), are ongoing and to date have proven somewhat difficult. The Company’s business
dealings with VAG are complex and relatively large (with VAG owing in excess of
$16,000,000 to NAFA and NAFA owing $7,000,000 to VAG from the most recent auction)
which may not be resolved as quickly as the above cash flow forecasts had projected. | am

confident that a resolution will be found shortly.
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In the interim, the Company, in conjunction with KPMG have determined that it is prudent
to have a DIP Financing facility in place to ensure there is no further interruption of funding
to the kit farmers or to NAFA operations. The Company is prepared to only draw on that
funding as needed and if needed. The Company is working on a cash flow with the

Proposed Monitor which anticipates the availability of this DIP.

CIBC rejected providing the required $5,000,000 standby facility at an all counsel call on
October 21, 2019. Waygar confirmed it would provide that funding on that call, but only on

a priority basis.

At an all hands meeting on October 28, 2019, CIBC and Waygar confirmed this remained
their respective positions. CIBC also confirmed its position that the Company should
vigorously pursue the SAGA Furs Transaction to resolve its liquidity issues, which the

Company confirmed it was doing (and is doing) in any event.

Current Circumstances of the Company

113.

114.

On October 23, 2019, the Company met with its employees in Toronto to discuss the
challenges being faced by the Company. In the circumstances, the Company advised that
it may not have the funds necessary to pay any statutory termination pay or other notice
amounts owing to these individuals. The employees were also advised that all wages were
current until October 31, 2019. The Company is also not engaging the seasonal workers it

would usually engage at this time of year.

The Company is being pursued by its creditors. My staff is in daily communication, of
increasing frequency, with consignors looking for their outstanding payments, customers
looking for their deferred proceeds, parties looking to repossess inventory that remains
under NAFA’s control following the last auction, and parties seeking Kit Loans or related

loan funding.
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115. We have not been able to provide satisfactory answers to most of these inquiries and |
suspect that some or all of these parties are going to seek legal recourse against the

Company with respect to their perceived breaches of NAFA’s obligations to them.

116. The Company is still current with its salary and other current expenses. Its payroll is paid
until the end of October, but the Company is struggling to meet other employee liabilities,
including accrued vacation pay. As at October 29, 2019, the outstanding vacation pay

liability was approximately $100,000.

Assets

117. According to the most recent analysis of KPMG, based on up-to-date information and
audited financial statements, the Company has assets with a book value in excess of

$129,000,000. This is materially more than the Syndicate is owed.

118. Attached as Confidential Exhibit “E” is a Net Realization Analysis (“NRA”) from the
Company and reviewed and revised by KPMG as at October 18, 2019. Similar ones with
similar asset classes was prepared during the negotiations of the Credit Agreement in July
and in relation to the Forbearance Agreement in August. As set out therein, the principal

assets of the Company are:

a. Accounts receivable owing from parties who purchased goods at auction;
b. Kit Loans which remain outstanding;

c. Other loans to consignors (i.e. capital loans to support Farm operations not

directly tied to Kits);
d. Inventory; and

e. Real estate assets.
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As set out therein, the Company has in excess of $53,000,000 worth of Kit Loans. The
collectability of these assets increases dramatically if the final payments are made to the

farmers so that the kits reach full size and can be converted into Pelts.

If that occurs, even on a liquidation basis, it is estimated that NAFA will recover
approximately $39,000,000 from the Kit Loans, which alone is substantially more than the
Syndicate is owed. | understand that the Proposed Monitor is reviewing the NRA with

KPMG.

On a going concern basis, | believe that these loans will be nearly 100% collected. In my
experience, we have had a less than 1% loan loss rate on these loans. On a going concern

basis, the Kit Loans would be worth approximately $52,000,000.

Also, on a going concern basis, NAFA has in excess of $12,000,000 worth of loans owing
by farmers separate and apart from the Kit Loans and loans from previous years of
approximately $11,000,000 which are still outstanding, which in the ordinary course would
have some value. On a liquidation basis, it is estimated that these will not be collected for

any material value.

In addition, | note that the NRA does not provide a value for the Company’s intellectual

property (in particular, trademarks), which | believe could have some material value.

In terms of its fixed assets, the Company is in the process of completing a sale of its
Carlingview property, which will provide a further pay down of the Syndicate’s indebtedness
of approximately $5,000,000 possibly within the next two weeks. That transaction is quite
advanced, and the Syndicate is fully informed of and approves that transaction. It is
estimated that the balance of the Company’s real estate holdings could, on a liquidation,

generate a further $5,000,000 to $6,000,000 in realizations.
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On or about October 28, 2019, the Company was provided with a revised purchase
agreement for the Carlingview property for a reduced price. If accepted, the transaction is
due to close within two weeks. The agreement does not currently include a provision from

the purchaser requiring a vesting order or court approval.

As at October 18, 2019, the total indebtedness of the Company to the Syndicate, inclusive

of the $8,000,000 DIP already advanced by Waygar, was approximately $32,000,000

As set out in the Confidential Exhibit, assuming the Kit Loans are funded to maturity, it is
reasonable to expect the Company to have a liquidation value which is more than
$20,000,000 in excess of its current indebtedness to the Syndicate and Waygar (before

repayment of the additional $5,000,000 DIP described below).

The financial statements for each of the Applicants from 2018 will be provided at the

hearing. The financial statements were audited by KPMG.

But for the indebtedness to the Syndicate which NAFA directly owes and the other
Applicants (with the exception of Daikoku, NAFA Europe and NAFA Co-op) jointly and

severally guaranteed, the businesses are otherwise solvent.

Creditors

130.

Attached hereto and marked as Exhibit “H” are PPSA searches for each of the Canadian

Applicants. As set out therein, the entities with registrations against the Company are:

a. CIBC — NAFA Properties, NAFA, and 3306319,
b. Business Development Bank of Canada (“BDC”) — NAFA Properties and NAFA,;
c. Farm Credit Canada (“FCC") — NAFA Properties, NAFA, and 3306319;

d. National Leasing Group Inc. — NAFA,
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e. Xerox Canada Ltd. — NAFA; and

f. CNH Industrial Capital Canada Ltd. — 3306319.

There are also inter-company secured loans subordinated to the Syndicate, the details of

which we are assembling for review by the Proposed Monitor during the CCAA proceedings.

Each of BDC and FCC have specific loans on real property. BDC holds a mortgage on the
Skyway property lease interest. FCC holds a first mortgage on the Carlingview property and

the Nova Scotia Farm.

Neither real property lender has taken any material steps to enforce their security although
both are aware of the default notice provided by CIBC. Attached hereto and marked as
Exhibit “I” are the property searches for the two properties in Toronto. The Company is in

the process of completing searches of the Nova Scotia properties.

BDC did contact Company counsel by letter and by phone to express its concern with the

apparent issues with the Company. They have taken no further steps.
There has been no communication from FCC.

Outside of secured creditors with security over its real estate, the only material secured
creditor for NAFA is the Syndicate. As at October 28, 2019, the Syndicate was owed
approximately $32,000,000. Of that amount approximately $8,000,000 is a result of the

interim financing provided by Waygar.

Since July 2019, the amount owing to the Syndicate has been reduced from approximately

$60,000,000 to under $25,000,000 (not including the $8,000,000 loaned by Waygar).
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Government Remittances and Unsecured Creditors

138.

139.

140.

141.

142.

All government remittances are up to date to the best of my knowledge and no amounts are
owed for source deductions. The Company routinely files HST and from time to time is in a
deficit or refund position. Currently, it is expected that there is a small refund for HST owing

to the Company.

The Company owes approximately $7,000,000 to its buyers for “Buyer Credits”, which are
credits that the Company has agreed to provide to buyers who have provided funds for
future purchases, provided back up collateral against future amounts, or are entitled to
commissions/rebates that they earned on prior sales that they have not applied to

purchases.

The Company owes in excess of $11,500,000 (out of which $7,000,000 is owing to VAG)
to its consignors who have not yet received funds derived from the sale of their goods in the
August auction. Those payments were interrupted by CIBC when it issued its default letter

on September 19, 2019. Approximately 7,500 consignors are owed funds.

Beyond the consignors, the Company has the ordinary unsecured creditors expected of an
enterprise of this size. | estimate the debts to those creditors to amount to approximately
$8,000,000 to $9,000,000, but | have not had the opportunity to properly itemize the

Company’s obligations to its ordinary unsecured creditors at this time.

Beyond this, NAFA is obliged to provide in excess of $13,000,000 (the “Deferred
Proceeds”) to various parties who were owed funds from previous auctions, but who for
one reason or another, have not collected them and or had asked that they continue to be
held at NAFA pending direction from those parties. The total number of parties with Deferred

Proceeds from NAFA are approximately 50.
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Employees

143.

144.

145.

146.

147.

148.

NAFA also employs in excess of 70 full-time employees in Canada, and 35 full-time
employees around the world at its satellite offices. There is no union for these employees.
It is my understanding at this time that the employment, severance and termination of these
employees are governed by the laws of Canada, the United States, the Netherlands and

Poland.

NAFA’s Canadian employees are all a part of a defined contribution pension plan with Sun
Life Financial (the “Plan”). The Company pays into the Plan on a monthly basis. The

Company does not have any obligations with the Plan which are in arrears at this time.

Approximately 7 Canadian employees are also part of a HBC Legacy Fund. These were
former employees of HBC who joined NAFA in 1987 when NAFA acquired the fur business

from HBC. At HBC, these employees were part of a pension plan.

It is my understanding that as a result of a promise under which these employees joined
NAFA, the Company provides these employees an additional pension payment ranging
from approximately $400 per month to $2000 per month after their retirement until their
death. Five of the seven employees have already retired and have been paid monthly as

required. Two have yet to retire and are still employees.

Currently, it is my understanding that the Company’s projected obligations in respect of this
HBC Legacy Fund are in the amount of approximately $1,000,000 (CDN), but NAFA does

not have a recent actuarial report to certify that liability.

We are in the process of accumulating information about the Applicant’s obligations and

options in various foreign jurisdictions.
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DIP Loan Agreement Key Terms

149. Having regard to the cash flows at Confidential Exhibits B1 and B2, the Company has asked
and Waygar has offered to provide a DIP Financing facility available to the Company, which

is conditional on Court approval (the “DIP Facility”).

150. Attached hereto and marked as Exhibit “J” is a draft term sheet for the DIP Facility dated
October 29, 2019 (“Term Sheet’). | expect to have an executed Term Sheet by the time of

the CCAA hearing date which will be provided to the Court.
151. The key provisions of the proposed DIP Facility are as follows:

a) The DIP Facility will be in the amount of no more than $5,000,000;

b) The DIP Facility may be drawn as needed but will not revolve;

c) The Interest rate will be 12% per annum, payable monthly in arrears;

d) There is a set-up fee charged in the amount of 2%;

e) The DIP Facility matures within 60 days from execution of the DIP loan agreement or
upon completing milestones related to the Kit Loan refinancing;

f) Waygar, in its capacity as lender under the DIP Facility (in such capacity, the “DIP
Lender”), must be granted a Court ordered first priority charge over all of the property,
assets and undertakings of the Applicants; and

g) The terms of the Initial Order must be satisfactory to the DIP Lender.

152. | have reviewed the terms of the DIP Facility with Company counsel as well as KPMG. |
understand that the Proposed Monitor is reviewing the DIP Facility and will provide its views

in their Pre-Filing Report.
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Need for DIP Funding to Fund Kit Loans

1583.

154.

165.

156.

157.

158.

It is estimated that the total number of mink kits which were sired, acquired and raised in
reliance on promises from NAFA to fund the carrying costs of those animals is
approximately 3,400,000 animals worldwide. Kit Loans are required to ensure these mink

reach maturity and the farmers have the resources to process them properly and humanely.

The historic loss rate on these Kit Loans is less than 1%. Over my tenure at NAFA the total

amount lent in this fashion has exceeded $1 billion.

If the Kit Loans are terminated suddenly, most of the farmers have no ability to seek
alternate funding quickly, and the minks would starve to death or they would have to be

euthanized by their ranchers. The immature Pelts have no value.

The farmers will have, as of Wednesday, October 29, 2019, been without funding since
October 17, 2019 when the $8,000,000 financing from Waygar was exhausted by NAFA. It
is therefore critical that funding be re-established immediately to ensure the health of the

kits.

It is not an exaggeration to say that a significant portion of the worldwide mink ranching
business is wholly dependent on the flow of funds from NAFA. If these funds are not
provided on a timely basis, these minks will starve, cannibalize their siblings, or will not
mature or grow in a normal manner, causing the farmers to suffer a material loss from which

they may not recover.

As noted above, it is a condition of the Kit Loans that the ranchers who take on these loans
deliver their minks to NAFA for auction. In this fashion, by making these loans, NAFA

ensures that it has inventory to sell at its auction.
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Although NAFA takes security for its loans from the ranchers, the principal way that NAFA
collects on these loans is by offsetting the amounts owing to NAFA against the obligations

owing to these farmers from their product which is sold at auction.

Although some of the Kit Loans are to be assumed by SAGA under the SAGA Furs

Transaction, not all of them are and the ones that are may not be done immediately.

If NAFA fails to pay its Kit Loans when due and the mink in question are killed or not made

available for sale it makes collection of the loans much more difficult or even unlikely.

It is also reasonable to expect that any mink rancher who does not receive the funding
agreed to be provided to it by NAFA will assert a cause of action against NAFA which might
nullify any amount owing by that farmer to NAFA. In any event, collection would be

materially more difficult, if not impossible.

It is also the case that many of these farmers (approximately 70%) are located in Europe,

which further complicates enforcement.

Current Cash Flow Forecast

164.

The Applicants, with the assistance of KPMG, are preparing a cash flow forecast from the
current week to the week ending December 13, 2019 (the “Cash Flow Forecast’). The
Cash Flow Forecast is in the process of being finalized and | understand that it will be
attached to the Proposed Monitor's Pre-Filing Report and that the Proposed Monitor will

review the Cash Flow Forecast and comment on it in its report.

Relief Sought under the Initial Order

165.

The Applicants likely do not have adequate means to maintain going concern operations

(including funding the Kit Loans) without commencing a CCAA proceeding, along with
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authorization to enter into the DIP Facility. The Applicants are unable to meet their
obligations as they come due and are therefore insolvent. | believe that the Applicants will
benefit from the granting of an Initial Order under the CCAA. Below, | have outlined the key

components of the proposed Initial Order.

Stay of Proceedings for Canadian and Foreign Entities

166.

167.

168.

In order to provide breathing space to the Applicants while they restructure and to continue
to allow them to operate as a going concern, the Applicants require a stay of proceedings.
The Applicants are concerned about the potential termination of contracts and the potential
claims that may be made against them by farmers and other creditors arising out of the

Applicants’ insolvency and the application for protection under the CCAA.

The Applicants include foreign entities in the United States and Europe, as well as the
Canadian corporations. The operations of the Applicants are intertwined in terms of their
auction and consignee accounts, as further described above. The inclusion of the entire
NAFA structure, including the American and European subsidiaries, is, in my view,
appropriate and necessary to ensure the enterprise can continue to operate as a cohesive

unit to maintain stability and value in the CCAA process.

The stay will allow management to develop and oversee an orderly restructuring of the
business with minimal disruption which will protect the interests of the Applicants’
employees, landlords, customers, farmers and lenders. | believe that the granting of a stay

of proceeding is in the best interests of the Applicants and their stakeholders.

DIP Financing

169.

As a result of the Applicants’ immediate need to fund the Kit Loans, as described above,

and as set out in the cash flow, the Applicants require interim financing pursuant to the DIP
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Facility to provide stability and ensure that the value of the Applicants’ business is not

eroded.

As part of the Applicants’ consideration of strategic alternatives for funding, Waygar was
canvassed on its willingness to provide DIP Financing. In the view of the Applicants and
KPMG, Waygar would be in the best position to provide DIP Financing in a timely manner
as it was already familiar with the Applicants’ unique business and lending structure. Given
the immediate need for funding, any non-current lender would likely be unable to conduct

due diligence and provide committed DIP Financing in the timeline required.

The funds available under the DIP Facility will be used to meet the Applicants’ funding
requirements in respect of the Kit Loans in the short-term in accordance with the Cash Flow

Forecast to be filed.

It is proposed that the DIP Facility will be secured by a Court-ordered charge on all of the
present and future assets, property and undertaking of the Applicants in favour of the DIP
Lender (the “DIP Lender’s Charge”). This is a condition precedent to the funding under the
DIP Facility being made available by the DIP Lender to the Applicants. The DIP Lender’s
Charge will be subordinate to the Administration Charge and the KERP Charge (as defined

below), but in advance of the Directors’ Charge (as defined below).

The DIP Facility and the DIP Lender’s Charge are critical to the successful restructuring as
they will provide the Applicants with the necessary liquidity to maintain the going concern
value of the Kit Loans, which is a substantial asset for the Applicants. Absent an injection
of cash in accordance with the DIP Facility, the Kit Loans will significantly deteriorate and
may not be collectable, which will be detrimental to the Applicants’ stakeholders, including

the Syndicate.
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Monitor

174. It is proposed that Deloitte will act as Monitor in these CCAA proceedings if the proposed

Initial Order is issued. Deloitte has consented to act as the Monitor of the Applicants.

KERP

175.

176.

177.

178.

179.

The proposed Initial Order includes approval of a key employee retention plan (the “KERP")
and the granting of a charge up to a maximum aggregate amount of $150,000 as security
for payments made to key employees under the KERP (‘KERP Charge”). The KERP
Charge will be subordinate to the Administration Charge (as defined below), but in priority

to the DIP Lender’s Charge and the Directors’ Charge (as defined below).

| am of the view that our labour force, especially our executive team, is quite mobile and
will, given the uncertainty, potentially flee to other opportunities (albeit perhaps out of the

fur industry) or safer options once we make this public declaration of insolvency.

The staff and key executives, including myself, have indicated their intention to resign if a
receiver is appointed or the business pursues a path that is not for the benefit of the
Applicants’ stakeholders as a whole. | continue to be of the belief that the retention of key

staff is essential to maximizing recovery for those stakeholders.

| have consulted with our counsel and KPMG and have been advised that in restructurings

staff can be provided with incentives to encourage staff retention in the form of the KERP.

In consultation with KPMG, | have created the attached schedule of such KERP payments
which | believe will materially enhance the restructuring process, which is attached hereto
and marked as Confidential Exhibit “F.” The KERP will provide the key employees with a
bonus equal to 50% of their ordinary salary over three months, which will be paid provided

they remain engaged with the Company until at least January 15, 2020.
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The KERP also includes payment to me in the amount of my full RRSP contribution for
2019. This is part of my ordinary compensation and will be fully earned as of October 31,
2019 in the ordinary course. | have deferred paying any of this amount to myself due to
cash constraints. This amount will only be payable to me if | remain engaged with the

Company until at least January 15, 2020.

By December 15, 2019, the Applicants should have managed much of the transition
necessary to ensure that the 2019 harvest of mink has been converted into Pelts and a
decision will have been made how, either under the SAGA Fur Transaction or otherwise,

those Pelts will be converted into cash.

The KERP was developed to facilitate and encourage the continued participation of senior
management and other key employees who are required to guide the business through the
restructuring process and preserve the value of the business for the stakeholders. These
employees have significant experience and specialized knowledge of the business that
cannot be easily replicated or replaced. Furthermore, these employees will be faced with a
significantly increased workload during the restructuring and will likely have other, more

stable employment opportunities they could pursue.

Assuming that the Applicants are able to retain all of the key employees, the total amount
payable to these employees under the KERP would be a maximum of $150,000, which is

reasonable given the value that these employees will provide to the enterprise.

Administration Charge

184.

In accordance with the Credit Agreement, the Applicants retained KPMG Corporate to assist
with a potential sale of the business in July 2019. KPMG also acts as NAFA's auditor and
financial advisor. It is contemplated that, given KPMG's role to date and KPMG Corporate’s

involvement in the SAGA Furs Transaction, KPMG and KPMG Corporate would continue to
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act as the Applicants’ financial advisor during the CCAA process (in such capacity, the
“Financial Advisor’). The Applicants are seeking Court approval of the continued

engagement of the Financial Advisor.

| believe that the Financial Advisor’s significant investment banking expertise, its extensive
experience running sales processes both outside the context of and within insolvency
proceedings and its capabilities of debt restructurings have benefited the Applicants in their
sale efforts to date. | believe the Applicants will continue to benefit from the Financial
Advisor's advice as they continue to work towards closing the SAGA Furs Transaction and

during the CCAA process.

If the Applicants were required to retain a new financial advisor, it would likely take a
significant amount of time for a new firm to acquire a working knowledge of the Applicants’

unique business and would slow down the Applicants’ restructuring efforts.

In connection with its appointment, it is proposed that the Monitor, along with its counsel,
counsel for the Applicants, the Financial Advisor, and counsel for the Applicants’ board of
directors will be granted a charge on all of the present and future assets, property and
undertaking of the Applicants as security for their respective fees and disbursements
relating to the services rendered in connection with this CCAA proceeding up to a maximum
of $500,000 (the “Administration Charge”). The Administration Charge is proposed to

have priority over all other charges and security interests.

These professionals are required to provide assistance and guidance to the Applicants as
they navigate the CCAA process and liaise with the various stakeholders during their
restructuring efforts. | am of the view that the Administration Charge is fair and reasonable
given the complexity of the business and the value that the professionals will contribute to

the restructuring.
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Directors’ and Officers’ Protection

189.

190.

191.

192.

193.

194.

in my view, the board of directors and management, including myself, are necessary to the
successful restructuring. The continued participation of the Applicants’ directors and
management are essential to the viability of the Applicants’ continuing business and the

preservation of its value.

| have a significant amount of institutional knowledge in respect of the Applicants’ business,
as | have already demonstrated in dealing with the SAGA Furs Transaction. The directors
are generally members of the fur industry who are uniquely situated to provide advice on

how to restructure the business.

| held a meeting with the Board of Directors on October 28, 2019 to discuss the insolvency

process. The directors have authorized the Applicants to proceed with the CCAA filing.

The directors advised at that meeting that they are particularly concerned that the assets
be realized for the highest and best possible value to ensure the greatest possible recovery
to the stakeholders. They believe that a creditor driven receivership will not create the
highest or best value and are worried there would be wholesale discounting of assets to

drive in cash quickly rather than prudently.

On the other hand, the directors and | are keenly aware that liabilities can accrue to us,
either in respect of our past actions, or the actions which follow. | understand that directors
can be held liable for certain obligations of a company owing to employees and government

agencies, such as unpaid wages and unremitted taxes.

| also understand, and | have discussed with the Board of Directors, that the liabilities being
faced by Board members in different countries may be materially different than in Canada.
In particular, | am advised by Company counsel that criminal penalties can be sought

against Board members related to these liabilities in Poland, but that these liabilities and
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remedies might be mitigated by a CCAA filing in Canada and an eventual plan of

arrangement.
Many of the directors have considered resigning, as | myself have.

| am advised by our counsel that the Applicants’ present and former directors and officers
may be the beneficiaries under a liability insurance policy held by the Applicants (the “D&0O
Policy”). A copy of the insurance policy will be made available to this Court at the hearing,
if requested. Pursuant to the summary of the D&O Policy, | understand the policy is a “claims
made” policy with limits of $10,000,000 CAD for liability, $1 million CAD for punitive

damages, and $1 million CAD for defence costs.

However, | have not been provided with an opinion that insurance coverage under the D&O
Policy either universally applies or is sufficient to pay all possible liabilities, and | understand
there are various exceptions, exclusions and carve-outs where coverage may not be
available. | am also very concerned about possible liabilities in other jurisdictions outside of

Canada.

Moreover, the D&O Policy upon which the directors rely will expire on November 1, 2019.
The financial situation of the Company makes renewal complicated and uncertain. It is also

not yet clear that the renewal of the D&O Policy will be funded.

| am advised by our counsel and the Proposed Monitor that it is usual that there be a stay
of claims against directors and a charge in favour of the directors from which the Company

can honour its obligation to indemnify the directors for post-filing obligations.

In light of the potential liabilities and the uncertainty surrounding available indemnities and
insurance, | and the other directors and officers have indicated to counsel for the Applicants
that our continued service and involvement in this CCAA proceeding is conditional upon the

granting of an Order under the CCAA which grants a charge in favour of the directors and

50



officers in the amount of $1,000,000 (Directors’ Charge) and provides a stay of all claims
pending a plan or the end of the CCAA process. It is contemplated that the Directors’ Charge

will rank behind the other court ordered charges being sought.

201. It is my hope that once the immediate pressure of managing the realization of the 2019
harvest is completed, the Applicants will be in a position to turn their attention to considering
and formulating a plan of arrangement which will be acceptable to the Applicants’

stakeholders.

202. 1 make this affidavit in support of an application by the Applicants for protection under the

CCAA and for no other or improper purpose.

SWORN before me at the City of
Toronto, in the Province of Ontario
on the 30" day of October 2019

/ ,.._--_;.
Y /7)) /
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/\ DOUG LAWSON

A commissioner, etc.
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This is Exhibit “A” referred to in the Affidavit of Doug Lawson
sworn on the 30" day of October, 2019.
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EXECUTION VERSION

THIRD AMENDED AND RESTATED CREDIT AGREEMENT

THIS AGREEMENT is dated as of July 17,2019 and is entered into among
Canadian Imperial Bank of Commerce, as Agent, North American Fur Auctions Inc., as
Borrower, and the Lenders from time to time parties hereto.

Background

Canadian Imperial Bank of Commerce, as agent, North American Fur Producers
Marketing Inc. (now North American Fur Auctions Inc.) (the “Borrower™), and Canadian
Imperial Bank of Commerce and HSBC Bank Canada, as lenders, entered into a senior operating
credit agreement (the “Original Credit Agreement™) dated as of June 12, 2000, pursuant to which
certain credits were established in favour of the Borrower;

The Original Credit Agreement was the subject of a number of amendments prior
to being amended and restated in the form of that certain amended and restated credit agreement
(the “First Restated Credit Agreement”) dated as of April 8, 2011 among Canadian Imperial
Bank of Commerce, as agent, the Borrower and the lenders from time to time party thereto;

The First Restated Credit Agreement was the subject of a number of amendments
prior to being amended and restated in the form of that certain second amended and restated
credit agreement (the “Second Restated Credit Agreement™) dated as of November 26, 2014
among Canadian Imperial Bank of Commerce, as agent, the Borrower and the lenders from time
to time party thereto;

The Second Restated Credit Agreement has been the subject of a number of
amendments (the Second Restated Credit Agreement, as amended to date, being hereinafter
referred to as the “Existing Credit Agreement™), and the parties hereto wish to further amend the
Existing Credit Agreement by way of an amendment and restatement of the Existing Credit
Agreement;

Now therefore, in consideration of the mutual covenants herein contained and
other good and valuable consideration, the receipt and adequacy of which are hereby
acknowledged, the parties hereto agree that the Existing Credit Agreement is hereby amended
and restated in its entirety as follows:

Article 1 - Interpretation

1.1 Defined Terms. In this Agreement or any amendment hereto or supplement
hereof, unless the context otherwise requires, the following words and phrases will have the
meanings set forth below.

1.1.1 “Acceptable Bid"” means a Binding Offer that (i) is acceptable to the Agent in its
sole discretion, or (ii) provides for (a) the indefeasible payment in full by no later than
August 19, 2019 of all amounts owing to the Agent and the Lenders under this Agreement and
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the other Documents, (b) a deposit of the lesser of 5% of the total purchase price or
U.S.$2,000,000, and (c) conditions to closing acceptable to the Lenders, in their sole discretion.

1.1.2 “Affiliate” means, with respect to a specified Person, another Person that directly,
or indirectly through one or more intermediaries, Controls or is Controlled by or is under
common Control with the Person specified.

1.1.3 “Agent” means CIBC, in its capacity as Agent for the Operating Lenders
hereunder, or any successor Agent appointed pursuant to Section 11.9.

1.1.4 “Aggregate Credit Limit” means at any time the aggregate maximum principal
amount of the Credits at such time.

1.1.5 “AML Legislation™ means the Proceeds of Crime (Money Laundering) and
Terrorist Financing Act (Canada) and other applicable anti-money laundering, anti-terrorist
financing, government sanction and “know your client™ applicable laws, whether within Canada
or elsewhere, including any regulations, guidelines or orders thereunder.

1.1.6 “Applicable Laws™ means, with respect to any Person, property, transaction or
event, all applicable laws, statutes, regulations, treaties, judgments and decrees and all applicable
official directives, rules, consents, approvals, authorizations and orders of any Governmental
Authority or Person having authority over such Person, property, transaction or event (whether
or not having the force of law).

1.1.7 “Applicable Percentage” means, with respect to any Operating Lender, the
percentage of the total Operating Credit Commitments represented by such Operating Lender’s
Operating Credit Commitment. For the purposes of Section 2.11(i), an Operating Lender’s
Applicable Percentage of the total Swingline Exposure will equal the percentage of the total
Swingline Commitment which such Operating Lender is required to acquire from the Swingline
Lender pursuant to Section 2.11(i). For the purposes of Section 2.11(ii), a Supplementary Credit
Participating Lender’s Applicable Percentage of the total Supplementary Credit Exposure will
equal the percentage of the total Supplementary Credit Commitment which such Supplementary
Credit Participating Lender is required to acquire from the Swingline Lender pursuant to Section
2.11(ii).

1.1.8 “Auditors™ means (i) KPMG LLP, Chartered Accountants, or (ii) a firm of
chartered accountants who at the relevant time (a) are the duly appointed auditors of the
Borrower, (b) are in fact independent of the Borrower, and (c) have been approved in writing by
the Agent, such approval not to be unreasonably withheld.

1.1.9 “Authorized Credit Amount™ means (i) U.S.$58,000,000, (ii) commencing on
August 2, 2019, provided that the Authorized Credit Amount Milestone Conditions have been
satisfied, as confirmed by the Agent in writing, U.S.$60,000,000, and (iii) commencing on
September 6, 2019 (or such later date as may be agreed by the Lenders in writing),
U.S.$50,000,000. Any extension of the September 6, 2019 date shall be subject to (i) the receipt
of a business plan from the Borrower, including updated cash flow projections covering the
period to the proposed extended date, in each case in form and substance satisfactory to the
Lenders, in their sole discretion, and (ii) each Lender’s internal credit approval processes.
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1.1.10 “Authorized Credit Amount Milestone Conditions™ means the satisfaction of each
of the following conditions:

(H the Borrower shall have received an Acceptable Bid on or before August 2. 2019:

(2)  allaccrued and unpaid fees and expenses of Lenders’ legal counsel and its
consultant, Alvarez & Marsal Canada ULC, shall have been paid by the Borrower:;

(3)  the Agent shall have received from the Borrower a Borrowing Base Certificate
calculated on a pro forma basis as of the requested Drawdown Date;

(4)  the Agent shall have received a Drawdown Notice from the Borrower; and

)] the Sale Milestones set forth in Section 9.1(37)(i) to (iv) that are required to have
been satisfied by the effective date of any increase in the Authorized Credit Amount shall have
been satisfied to the satisfaction of the Agent in its sole discretion.

1.1.11 “Banking Day” means any day on which the Agent is open for business in
Toronto, Ontario and, in the case of a U.S. Dollar LIBOR Loan, any day on which banks are
open for euro and eurodollar business in New York, New York and London, U.K. but, in any
event, shall not include a Saturday, Sunday or statutory or legal holiday in Ontario or, in the case
of a U.S. Dollar LIBOR Loan, New York or London, U.K.

1.1.12 “Bankruptcy Event™ means, with respect to any Person, the occurrence of any one
or more of the following events:

(i) such Person passes a resolution or institutes proceedings for its winding-up,
liquidation, or dissolution or consents to the filing of any petition with respect
thereto or files a petition or answer or consent seeking reorganization,
readjustment, arrangement, composition or similar relief under any Applicable
Law or consents to the filing of any such petition or to the appointment of a
receiver, receiver-manager, manager, liquidator or trustee or similar officer of
itself or any part of its property or makes an assignment for the benefit of
creditors or is unable, or admits in writing its inability, to pay its debts as they
become due or otherwise acknowledges its insolvency or is deemed for the
purposes of any Applicable Law to be insolvent or voluntarily suspends
transaction of its usual business or any action is taken by such Person in
furtherance of any of the aforesaid purposes or if such Person takes any action
pursuant to the Winding-Up Act (Canada) or any similar statute; or

(i)  any application or proposal is made with respect to such Person under the
Companies’ Creditors Arrangement Act (Canada) or the Bankrupicy and
Insolvency Act (Canada) or any legislation seeking reorganization, readjustment,
arrangement, composition or similar relief for such Person under any other
Applicable Law, or a proceeding is instituted for the winding up, liquidation or
dissolution of such Person or seeking an order adjudging such Person insolvent
or the appointment of any receiver, receiver-manager, manager, liquidator or
trustee of such Person or over all or any part of its property or a petition in
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bankruptcy is presented against such Person under a bankruptcy or similar
statute.

“Base Rate” means, for any day, the rate of interest per annum equal to the greater

of (i) the per annum rate of interest which the Agent quotes or establishes for such day as its
reference rate of interest for loans in U.S. Dollars in Canada to its Canadian borrowers; and

(ii) the Federal Funds Rate plus 50 basis points per annum, adjusted automatically with each
quoted or established change in such rate, all without the necessity of any notice to the Borrower
or any other Person.

1.1.14

“Base Rate Loan™ means a U.S. Dollar advance or overdraft loan on which

interest is calculated by reference to the Base Rate.

1.1.15

1.1.16

“Binding Offer” has the meaning given in Section 9.1(37)(iv).

“Borrower” means North American Fur Auctions Inc. and its permitted

successors and assigns.

1.1.17

“Borrowing Base™ means the aggregate, without duplication, of clauses (i)

through (x) below less both (A) Priority Payables of the Borrower and any of its Subsidiaries and
(B) 75% of Demand Deferred Proceeds:

(i)

(i)

(iii)

(iv)

)
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75% of outstanding Eligible Buyer Accounts Receivable which are not fully
secured by a Buyer L/C or insured by Export Development Canada;

90% of outstanding Eligible Buyer Accounts Receivable which are fully secured
by a Buyer L/C;

90% of outstanding Eligible Buyer Accounts Receivable which are insured by
Export Development Canada;

85% of Insured Kit Loans which have been outstanding less than 225 days, with no
single Insured Kit Loan exceeding U.S.$750,000 (provided that such U.S.$750,000
limitation shall be increased to up to U.S.$1,500,000 to the extent (but only to the
extent) that the Red Rock Insurance Policy insures the full repayment of any
amount of such Insured Kit Loan in excess of U.S.$750,000), provided that the
maximum permitted contribution to the Borrowing Base pursuant to this clause (iv)
is U.S.$25,500,000;

the lesser of:

(a) 90% of outstanding North American Rancher Livestock Loan Advances
which have been outstanding less than 225 days, with no single North
American Rancher Livestock Advance exceeding U.S.$750.000 (provided
that such U.S.$750.000 limitation shall be increased to up to
U.S.$1,500,000 to the extent (but only to the extent) that the Red Rock
Insurance Policy insures the full repayment of any amount of such North
American Rancher Livestock Loan in excess of U.S.$750,000); and
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(b)y  U.S.$12,500,000;
(v.1) the lesser of:

(a) 90% of outstanding Foreign Rancher Livestock Loan Advances which have
been outstanding less than 225 days, with no single Foreign Rancher
Livestock Advance exceeding U.S.$750,000 (provided that such
U.S.$750,000 limitation shall be increased to up to U.S.$1,500,000 to the
extent (but only to the extent) that the Red Rock Insurance Policy insures
the full repayment of any amount of such Foreign Rancher Livestock Loan
in excess of U.S.$750,000); and

(b)  U.8.$15,000,000
(vi)  90% of outstanding Shipper Pelt Loan Advances;

(vi))  90% of outstanding HST refund claims of the Borrower which are acceptable to the
Agent;

(viii) the lesser of:

(a) 50% of the amount that is calculated by subtracting Priority
Supplier Accounts Payable of the Borrower from Eligible
Inventory less than 240 days; and

(b) U.S.$15,000,000;
(ix)  50% of Eligible Accounts Receivable; and

(x) 50% of Eligible Buyer Accounts Receivable greater than 120 days and less than
180 days, where a deposit of 25% has been received and the Borrower has
possession of the consigned pelts.

1.1.18 “Borrowing Base Certificate” means a certificate of a Senior Officer of the
Borrower in the form of Schedule 1.1.18.

1.1.19 “Buyer” means any Person which buys pelts from the Borrower or any of its
Subsidiaries.

1.1.20 “Buyer Accounts Receivable™ means an account receivable relating to the
purchase price of pelts purchased by a Buyer at auction or by private treaty plus all carrying
charges and other costs incurred by the Borrower or any of its Subsidiaries in respect of such
pelts for which such Buyer is responsible.

1.1.21 “Buyer L/C” means an irrevocable letter of credit or bank guarantee issued by a
financial institution satisfactory to the Agent and on terms satisfactory to the Agent, acting
reasonably.
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1.1.22 “Carlingview Property” means the property located at 500 Carlingview Drive,
Toronto, Ontario.
1.1.23 “Cash Flow Forecast” means a cash flow forecast from the Borrower for the

period of July 7, 2019 to September 6, 2019, as attached to this Agreement as Schedule 1.1.23,
as such forecast may be amended or extended (including by the March 2020 Cash Flow Forecast
if acceptable to the Lenders in their sole discretion) from time to time with the Lenders’ prior
written consent, in their sole discretion.

1.1.24 “Cash Flow Variance Report™ has the meaning given in Section 9.2(3)(x)(a).
1.1.25 “Cash Taxes” means, for any period, the aggregate taxes paid in cash during such
period.

1.1.26 “CCC Agreement” has the meaning given in Section 7.2(20).

1.1.27 “Cdn. Dollars”, “Cdn. $” and “$” mean lawful currency of Canada.

1.1.28 “CDOR Rate” means, on any date, the annual rate of interest which is the rate

based on an average rate applicable to Cdn. Dollar bankers” acceptances for a term of 30 days
appearing on the “Reuters Screen CDOR Page™ (as defined in the International Swaps and
Derivatives Association, Inc. definitions, as modified and amended from time to time) at
approximately 10:00 a.m. (Toronto time), on such date, or if such date is not a Banking Day.
then on the immediately preceding Banking Day. provided that if such rate does not appear on
the Reuters Screen CDOR Page on such date as contemplated, then the CDOR Rate on such date
shall be based on an average rate applicable to Cdn. Dollar bankers’ acceptance for a term of 30
days appearing on the “Telerate Screen CDOR Page” at approximately 10:00 a.m. (Toronto
time), on such date, or if such date is not a Banking Day, then on the immediately preceding
Banking Day, provided that if such rate does not appear on the Telerate Screen CDOR Page on
such date as contemplated, then the CDOR Rate on such date shall be calculated as the
arithmetic mean of the rates for the term referred to above applicable to Cdn. Dollar bankers’
acceptances quoted by the banks listed in Schedule I of the Bank Act (Canada) as of 10:00 a.m.
(Toronto time) on such date or, if such date is not a Banking Day, then on the immediately
preceding Banking Day.

1.1.29 “Change in Law” shall mean the occurrence, after the date of this Agreement, of
any of the following: (a) the adoption or taking effect of any new Applicable Law after the date
of this Agreement, (b) any change in any existing Applicable Laws or in the administration,
interpretation or application thereof by any Governmental Authority after the date of this
Agreement or (c) the making or issuance of any requests, rules, regulations, guidelines and
directives by any Governmental Authority. All requests, rules, regulations, guidelines and
directives under, or issued in connection with, the Dodd-Frank Wall Street Reform and
Consumer Protection Act or promulgated by the Bank for International Settlements, the Basel
Committee on Banking Supervision pursuant to Basel III (or any successor or similar authority
or any United States, Canadian or foreign regulatory authority), all interpretations and
applications thereof, and any compliance by any Lender with any request or directive relating
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thereto, shall be deemed a “Change in Law™ regardless of the date enacted, adopted, applied or
issued.
1.1.30 “CIBC” means Canadian Imperial Bank of Commerce and its successors.

1.1.31 “Collateral” means all property, of whatsoever nature and kind, which is the
subject of any Security Interest created pursuant to any of the Documents comprising the
Security.

1.1.32 “Commitments” means, collectively, the Operating Credit Commitments, the
Swingline Commitment and the Supplementary Credit Commitment.

1.1.33 “Compliance Certificate” means a certificate in the form of Schedule 1.1.33
executed by a Senior Officer of the Borrower.

1.1.34 “Contaminant” means any pollutant, dangerous substance, liquid waste, industrial
waste, hauled liquid waste, toxic substance, hazardous waste, hazardous material, hazardous
substance, nuclear material or contaminant, or like substance including any of the foregoing as
defined in any Environmental Law.

1.1.35 “Control” means, in respect of a particular Person, the ownership of voting
securities of such Person carrying (i) more than S1 per cent of the votes for the election of
directors of such Person, and (ii) sufficient votes, if exercised, to elect a majority of the board of
directors of such Person. “Controlling” and “Controlled” have meanings correlative thereto.

1.1.36 “Credit Parties” means, collectively, the Borrower and the Guarantors, and
“Credit Party” means any one of them.

1.1.37 “Credits” means, collectively, the Operating Credit and the Tranche A Credit.

1.1.38 “Current Ratio” means, at any time, the ratio of current assets at such time to
current liabilities at such time, all on a consolidated basis and as defined by and determined in
accordance with GAAP unless otherwise specified herein. For the purposes of this definition,
current liabilities shall include scheduled principal amortization payments due within 12 months
of the date as of which the Current Ratio is being calculated.

1.1.39 “Default” means an event which, with the giving of notice and/or lapse of time
and/or a determination being made under the relevant provisions of this Agreement, would
constitute an Event of Default.

1.1.40 “Defaulting Lender” means any Lender that has:

1) failed to fund any portion of its Commitments or its participations in Letters of
Credit within one Banking Day of the date required to be funded by it hereunder;

(i)  notified the Borrower in writing that it does not intend to comply with any of its
funding obligations under this Agreement or has made a public statement to the effect
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that it does not intend to comply with its funding obligations under this Agreement or
under other agreements in which it commits to extend credit;

(iii)  failed, within one Banking Day after request by the Agent, to confirm that it will
comply with the terms of this Agreement relating to its obligations to fund prospective
Loans and participations in then outstanding Letters of Credit; or

(iv)  otherwise failed to pay over to the Agent or any other Lender any other amount
required to be paid by it hereunder within one Banking Day of the date when due unless
the subject of a good faith dispute,

provided that a Lender shall cease to be a Defaulting Lender when none of the
aforementioned criteria apply to it any longer.

1.1.41 “Defined Benefit Plan™ means a “‘registered pension plan”, as that term is defined
in subsection 248(1) of the Income Tax Act (Canada), which is or was sponsored, administered or
contributed to, or required to be contributed to by, the Borrower or under which the Borrower
has any actual or potential liability, and which contains a “defined benefit provision”, as defined
in subsection 147.1 of the Income Tax Act (Canada).

1.1.42 “Demand Deferred Proceeds™ means cash amounts received by the Borrower
from Buyers constituting amounts which are to be paid by the Borrower to Ranchers in
satisfaction of amounts payable by the Borrower to Ranchers in respect of consigned pelts
provided to the Borrower by Ranchers for sale to Buyers in the ordinary course of the operation
of the Borrower’s business provided that, for the purposes of Section 1.1.17, Demand Deferred
Proceeds shall not include any such cash amounts received which the Rancher to whom such
cash amounts would otherwise be paid has agreed may be treated as term credit extended by such
Rancher to the Borrower, the term credit period (as agreed to by such Rancher) of which has not
expired.

1.1.43 “Designated Branch” means the Canadian Imperial Bank of Commerce, Main
Branch, Commerce Court, Toronto, ON, M5L 1G9, or such other branch of the Agent as may be
designated from time to time.

1.1.44 “Documents” means this Agreement, the Security and all certificates and other
documents delivered or to be delivered to the Agent pursuant hereto or thereto including all
Letter of Credit applications signed by the Borrower and all Hedging Contracts.

1.1.45 “Drawdown” means the availment by the Borrower of any of the Credits and
includes a Loan, a Letter of Credit, a Hedging Contract and a Rollover Drawdown.

1.1.46 “Drawdown Notice” means a notice substantially in the form of Schedule 1.1.46.

1.1.47 “EBITDA” means, for any period, the sum of: (i) net income for such period, plus
(ii) Interest Expense for such period, plus (iii) income taxes, whether paid or deferred, which are
deducted in determining net income for such period, if any, plus (iv) depreciation and
amortization expense for such period, all on a consolidated basis and as defined by and
determined in accordance with GAAP unless otherwise specified herein.
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1.1.48 “Eligible Accounts Receivable™ means each account receivable of the Borrower
or any of its Subsidiaries, other than Buyer Accounts Receivable, Rancher Livestock Loan
Advances, Shipper Pelt Loan Advances and GST refund claims, which meets each of the
following requirements:

() it arose as a result of goods sold or services rendered by the Borrower or any of
its Subsidiaries in the ordinary course of business;

(ii) it is not subject to any Security Interest other than a Security Interest in favour
of the Agent or in favour of any of the Subordinated Lenders;

(iii)  the Security Interest in favour of the Agent in respect thereof is perfected or
otherwise registered in accordance with the laws of the jurisdiction in which the
account debtor is located;

(iv) it is evidenced by an invoice (dated not later than the date of performance and
having payment terms not more favourable to the account debtor than those
payment terms which are standard in the industry of the Borrower) rendered to
such account debtor, and it is not evidenced by any instrument or chattel paper;

(v) no invoice evidencing such account receivable is unpaid 60 days after the date
of such invoice;

(vi)  the account receivable does not arise from a sale to or rendering of services to an
affiliate of the Borrower or to an employee, shareholder, or director of the
Borrower or an affiliate of the Borrower;

(vii)  the account debtor obligated on the account receivable has not suspended
business, made a general assignment for the benefit of its creditors, consented to
or applied for the appointment of a receiver, trustee, custodian, liquidator for
itself or any of its property and no petition has been filed by or against the
account debtor under any bankruptcy or reorganization law; and

(viii)  the Agent has not, by written notice to the Borrower, excluded such account
receivable or accounts receivable owing by the account debtor or accounts
receivable relating to the sale or service giving rise to such account receivable.

1.1.49 “Eligible Buyer Accounts Receivable” means all Buyer Accounts Receivable
which are:

(i) outstanding less than 90 days from the Prompt Date; or

(ii) outstanding for 90 days or longer from the Prompt Date but less than 120 days
where the deposit received from the Buyer for the pelts to which the Buyer
Accounts Receivable relates is maintained at an amount equal to 25% or more of
the Buyer Accounts Receivable; or

(iti)  outstanding for any period and which are fully secured by a Buyer L/C,
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provided that in each of (i) and (ii) the Borrower or any of its Subsidiaries has possession of the
pelts which gave rise to the Buyer Accounts Receivable and the terms of the sale giving rise to
the Buyer Accounts Receivable state that the Buyer may not take delivery of the pelts purchased
without making payment in full of the Buyer Accounts Receivable relating to such pelts, except
that such pelts may be delivered to a dresser at the request of the Buyer provided that such
dresser acknowledges the title of the Borrower or any of its Subsidiaries to and the Security
Interest of the Agent in such pelts by executing a written acknowledgement.

1.1.50 “Eligible Export Development Canada Insured Receivables” means each account
receivable of the Borrower or any of its Subsidiaries which is either an Eligible Account
Receivable or a Buyer Account Receivable and the payment of which has been insured through
the Export Development Canada.

1.1.51 “Eligible Inventory™ means all Inventory of the Borrower which meets each of the
following requirements:

(i)  itis not subject to any Security Interest other than a Security Interest in favour
of the Agent or in favour of any of the Subordinated Lenders;

(i)  the Security Interest in favour of the Agent in respect thereof is perfected or
otherwise registered in accordance with the laws of the jurisdiction where the
Inventory is located;

(iii) if the Inventory is located at a leased property, such consents of the landlord and
any prior mortgagees as are required by the Agent have been obtained;

(iv) it is not work-in-process; and
(v) it is adequately insured.

1.1.52 “Environmental Activity” means any past, present or future activity, event or
circumstance in respect of a Contaminant, including its storage, use, holding, collection,
purchase, accumulation, assessment, generation, manufacture, construction, processing,
treatment, stabilization, disposition, handling or transportation, or its Release, escape, leaching,
dispersal or migration into the natural environment, including the movement through or in the
air, soil, surface water or groundwater.

1.1.53 “Environmental Law” means any and all Applicable Laws relating to the
environment or any Environmental Activity.

1.1.54 “Equity Securities” means, with respect to any Person, any and all shares,
interests, participations, rights in, or other equivalents (however designated and whether voting
and non-voting) of, such Person’s capital, whether outstanding on the date hereof or issued after
the date hereof, including any interest in a partnership, limited partnership or other similar
Person and any beneficial interest in a trust, and any and all rights, warrants, debt securities,
options or other rights exchangeable for or convertible into any of the foregoing.

1.1.55 “Event of Default™ has the meaning given in Section 10.1.
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1.1.56 “Exchange Equivalent” in respect of one currency means, at the date of
determination, the amount of such currency (the “new currency™) that the Agent could purchase,
in accordance with its normal practice, with a specified amount of the other currency (the
“original currency”) based upon the applicable Bank of Canada noon spot rate on such date.

1.1.57 “Existing Credit Agreement” is defined in the “Background” section on page 1 of
this Agreement.

1.1.58 “FCC (Ontario) Intercreditor Agreement” means the intercreditor agreement dated
as of June 16, 2017 between the Agent, Farm Credit Canada and the applicable Credit Parties, as
such agreement may be amended, restated or otherwise modified from time to time.

1.1.59 “Federal Funds Rate” means, for any day, the per annum rate equal to the
weighted average of the rates on overnight Federal funds transactions with members of the
Federal Reserve System of the United States of America arranged by Federal funds brokers, as
published for such day (or, if such day is not a Banking Day, for the next preceding Banking
Day) by the Federal Reserve Board of New York, or, if such rate is not so published for any day
which is a Banking Day, the average of the quotations for such day on such transactions received
by the Agent from three Federal funds brokers of recognized standing selected by it.

1.1.60 “Fixed Charge Coverage Ratio” means, for any period, the ratio of:

)] EBITDA for such period plus any discretionary special consignor rebates
approved and declared by the Borrower’s Board of Directors and accrued
during the period and thereafter consented to be paid in the following period
by the Agent and the Lenders, less the aggregate of Unfunded Capital
Expenditures and Cash Taxes for such period. to

(i) the aggregate of (A) principal repayments and payments of interest, in both
cases as required hereunder, during such period, and (B) any dividends or
discretionary special consignor rebates approved by the Borrower’s Board
of Directors and accrued during the period and thereafter consented to be
paid in the following period by the Agent and the Lenders (with the timing
of the payment in the following period being subject to the approval of the
Agent and the Lenders with reasonable notice of any such payment to be
provided to the Agent and the Lenders by the Borrower).

1.1.61 “Foreign Rancher Livestock [.oan Advances” mean Rancher Livestock Loan
Advances made to a Rancher located in a member state of the European Union.

1.1.62 “GAAP” means Accounting Standards for Private Enterprises and the related
statements and interpretations (if applicable) issued by the Canadian Institute of Chartered
Accountants or any successor body in effect from time to time unless otherwise stated herein.

1.1.63 “Goleniow Premises” means, collectively, the real property owed by NAFA
Polska sp. z 0.0. located at (i) ul. Granitowa in Goleniow, Poland, (composed of 0.8916 hectares
of land and development erected thereon), and (ii) ul. Produckcyjna in Goleniow, Poland,
(composed of 0.8003 hectares of land and development erected thereon).
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1.1.64 “Goleniow Premises Mortgages™ means, collectively (i) any and all mortgage
security over the Goleniow Premises in favour of the Agent or any Lender or any combination of
any one or more of them, as well as (ii) any and all security interests over all proceeds of any
sale, lease or other disposition thereof and all insurance proceeds in connection therewith.

1.1.65 “Governmental Authority” means any nation or government (including Canada
and the United States), any provincial, municipal, state or other political subdivision thereof, and
any entity exercising executive, legislative, regulatory or administrative functions of or
pertaining to government, and any corporation or other entity owned or controlled (through stock
or capital ownership or otherwise) by any of the foregoing.

1.1.66 “Group Parties” means, collectively, NAFA Parent, the Credit Parties and each
Subsidiary thereof, and “Group Party” mean any one of them.

1.1.67 “GST” means the tax imposed pursuant to Part IX of the Excise Tax Act (Canada).
1.1.68 “Guarantor” means any Person that has guaranteed the obligations of the

Borrower under this Agreement and the other Documents. As of the Restatement Date, the
Guarantors are NAFA Parent, North American Fur Auctions (US) Inc., a Delaware company,
NAFPRO LLC, a Wisconsin limited liability company, NAFA Polska Sp.Z oo, a Polish
company, NAFA Properties, NAFA US, NAFA Stoughton, and NAFA NS.

1.1.69 “Hedge Credit” means the credit established by Section 2.1(ii).
1.1.70 “Hedging Contract” means a spot, forward or other foreign exchange rate contract

entered into between the Borrower and the Supplementary Credit Lender.
1.1.71 “HSBC” means HSBC Bank Canada and its successors.

1.1.72 “Indebtedness” of any Person includes, without duplication, (a) all obligations of
such Person for borrowed money or with respect to deposits (other than customer deposits in the
ordinary course) or advances of any kind, (b) all obligations of such Person evidenced by bonds,
debentures, notes or similar instruments, (c) all obligations of such Person upon which interest
charges are customarily paid, (d) all obligations of such Person under conditional sale or other
title retention agreements relating to property acquired by such Person, (e) all obligations of such
Person in respect of the deferred purchase price of property or services (excluding current
accounts payable, accrued expenses and deferred rent expense, in each case incurred in the
ordinary course of business), (f) all guarantees by such Person of Indebtedness of others, (g) all
capital lease obligations of such Person, (h) all obligations, contingent or otherwise, of such
Person as an account party in respect of Letters of Credit, (i) all obligations, contingent or
otherwise, of such Person in respect of bankers’ acceptances, and (j) the net amount of
obligations of such Person (determined on a marked-to-market basis) under hedging agreements
or any similar agreements. The Indebtedness of any Person shall include the Indebtedness of any
other entity (including any partnership in which such Person is a general or limited partner) to
the extent such Person is liable therefor as a result of such Person’s ownership interest in or other
relationship with such entity, except to the extent the terms of such Indebtedness provide that
such Person is not liable therefor. For certainty, Indebtedness does not include amounts payable
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by the Borrower to a Rancher in respect of the sale of pelts consigned by such Rancher to the
Borrower.

1.1.73 “Indemnified Persons™ has the meaning given in Section 6.5(1).

1.1.74 “Insolvent Defaulting Lender™ means any Defaulting Lender that (a) has been
adjudicated as, or determined by an Governmental Authority having regulatory authority over
such Person or its assets to be, insolvent, (b) becomes the subject of an insolvency, bankruptcy,
dissolution, liquidation or reorganization proceeding, or (¢) becomes the subject of an
appointment of a receiver, receiver and manager, monitor, trustee or liquidator under the Bank
Act (Canada) or any applicable bankruptcy, insolvency or similar law now existing or hereafter
enacted; provided that a Lender shall not be an Insolvent Defaulting Lender solely by virtue of
the ownership or acquisition by a Governmental Authority of an instrumentality thereof of any
Equity Securities in such Lender or a parent company thereof.

1.1.75 “Insured Kit Loans” means loans made by the Borrower or any of its Subsidiaries
to any Rancher, the full repayment of which is insured by the Red Rock Insurance Policy.

1.1.76 “Interest Expense™ means, for any period, the aggregate of interest charges,
finance charges and other debt service charges paid, payable or accrued in respect of such period,
all on a consolidated basis and as defined by and as determined in accordance with GAAP unless
otherwise specified herein.

1.1.77 “Inventory” means all inventory determined in accordance with GAAP, including
goods held for sale or lease, goods furnished or to be furnished to any Person under contracts of
lease, consignment or service, goods which are raw material or work-in-process, goods used in
or procured in the processing, packaging, or shipping of the same, and all finished goods which
are held as inventory and excluding inventory which is no longer saleable and goods of another
Person held on consignment.

1.1.78 “Issuing Bank” means CIBC, in its capacity as the issuer of Letters of Credit
hereunder, and its successors in such capacity.

1.1.79 “Kit Loans” means loans made by the Borrower to any Rancher (and includes, for
greater certainty, Insured Kit Loans and Rancher Livestock Loan Advances).

1.1.80 “Kit Loans List™ has the meaning given in Section 7.2(1 8).

1.1.81 “LC/LG Disbursement™ means a payment made by the Issuing Bank pursuant to a
Letter of Credit.

1.1.82 “LC/LG Exposure™ means, at any time, the sum of (a) the aggregate undrawn

amount of all outstanding Letters of Credit at such time plus (b) the aggregate amount of all
LC/LG Disbursements that have not yet been reimbursed by or on behalf of the Borrower at such
time.

1.1.83 “Lenders” means, collectively, the Operating Lenders, the Supplementary Credit
Lender and the Tranche A Credit Lender, and “Lender” has a corresponding meaning.
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1.1.84 “Letter of Credit” means a letter of credit or letter of guarantee issued by the
Issuing Bank at the request and for the account of the Borrower in such currency, in such amount
and of such term as may be agreed by the Borrower and the Issuing Bank.

1.1.85 “LIBOR Interest Period” means. in relation to a U.S. Dollar LIBOR Loan, the
period of one, two, three or six months selected by the Borrower for computing interest from
time to time on such U.S. Dollar LIBOR Loan provided that the last day of each LIBOR Interest
Period shall be determined in accordance with the practice of the London interbank market as
from time to time in effect.

1.1.86 “Loan” means a Base Rate Loan, a U.S. Dollar LIBOR Loan or a Prime Rate
Loan.

1.1.87 “LOI” has the meaning given in Section 9.1(37)(iii).

1.1.88 “Losses” has the meaning given in Section 6.5(1).

1.1.89 “March 2020 Cash Flow Forecast” has the meaning given in Section 9.1(42).
1.1.90 “Material Contracts™ means, collectively, (i) each contract listed in Schedule

1.1.90 to this Agreement and (ii) each other contract to which the Borrower is now or hereafter
becomes a party and which is at any time on or after the date hereof (a) material to the business
of the Borrower or (b) designated or accepted by the Agent, in the sole discretion of the Agent or
any Lender, as a material contract, in each case whether oral or written, and in each case as the
same may be amended, supplemented or otherwise modified and in effect from time to time.

1.1.91 “NAFA Farms™ means the farming property located in Nova Scotia owned by
NAFA NS.

1.1.92 “NAFA NS” means 3306319 Nova Scotia Limited, a Nova Scotia company.
1.1.93 “NAFA Parent” means North American Fur Producers Inc., a Canadian federal
corporation.

1.1.94 “NAFA Properties” means NAFA Properties Inc., an Ontario corporation.
1.1.95 “NAFA Stoughton™ means NAFA Properties Stoughton LLC, a Wisconsin
limited liability company.

1.1.96 “NAFA US” means NAFA Properties (US) Inc., a Delaware company.

1.1.97 “Net Proceeds” means, (i) with respect to any sale, transfer or other disposition

(whether voluntary or involuntary) of any assets (other than Inventory or non-material assets sold
in the ordinary course of business for fair market value (a “Sale”), the gross amount received by
any Group Party from such Sale, minus the sum of (a) the amount, if any, of all Taxes paid or
payable by any Group Party directly resulting from such Sale (including the amount, if any,
estimated by the Borrower in good faith at the time of such Sale for Taxes payable by any Group
Party on or measured by net income or gain resulting from such Sale) assuming the application
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of any Tax losses or credits available (or to be available) to any Group Party at the time such
Taxes are payable that are not used to offset other income or gains), (b) the reasonable out of
pocket costs and expenses incurred by any Group Party in connection with such Sale (including
reasonable brokerage fees paid to a Person other than another Group Party or an Affiliate of any
Group Party), and (c) any other Indebtedness secured by a Security Interest ranking in priority to
the Security Interest created under the Security on the assets which are subject to the Sale and
required to be repaid as a result of the Sale, and (ii) with respect of any proceeds of any
insurance policies received by any Group Party in connection with any assets of any Group Party
and amounts received by any Group Party pursuant to any expropriation proceeding or
condemnation proceeding in connection with any assets of any Group Party, the gross amount
received by any Group Party from such insurance policies or any expropriation, minus any other
Indebtedness secured by a Security Interest ranking in priority to the Security Interest created
under the Security on the assets which are the subject of the insurance proceeds or subject to the
expropriation or condemnation and required to be paid to such priority Security Interest ahead of
the Lenders.

1.1.98 “Non-Defaulting Lender” has the meaning given in Section 11.10.

1.1.99 “North American Rancher Livestock Loan Advances” means Rancher Livestock
Loan Advances made to a Rancher located in North America.

1.1.100 “QOperating Credit™ means the credit established by Section 2.1(i).
1.1.101 “Operating Credit Commitments™ is defined in Section 2.5(1).
1.1.102 “Operating Credit Exposure™ means, with respect to any Lender at any time, the

sum at such time of the outstanding principal amount of such Lender’s Operating Loans.

1.1.103 “Operating Credit Maturity Date™ means November 30, 2019.

1.1: 104 “Qperating Lenders” means CIBC, HSBC and Export Development Canada and
their successors and assigns, in their capacities as lenders under the Operating Credit.

1.1.105 “Operating Loan” is defined in Section 2.3.

1.1.106 “Qutstanding Drawdown™ has the meaning given in Section 2.10(i).

1.1.107 “Qverdraft” means a Prime Rate Loan or a Base Rate Loan, as applicable, under

the Operating Credit made by way of overdraft on the Borrower’s U.S.$ and Cdn.$ general
deposit accounts with the Swingline Lender pursuant to Section 2.9.

1.1.108 “Permitted Encumbrances” means, with respect to any property or asset of the
Borrower or any Subsidiary, any of the following Security Interests:

(1) liens for taxes, rates, assessments or governmental charges or levies not

delinquent or being contested in good faith by appropriate action properly
initiated and diligently conducted;
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undetermined or inchoate liens, privileges, charges or encumbrances arising in
the ordinary course of business. claims for which have not been filed or
registered pursuant to law or of which notice in writing has not been given or
which relate to obligations not due and delinquent;

reservations and exceptions contained in or implied by statute in the original
disposition from the Crown and grants made by the Crown of interests so
reserved or excepted;

minor title defects, restrictive covenants or irregularities in relation to title or
tenure to any property which are of a minor nature and, in the aggregate with all
such other defects and irregularities then existing, will not materially impair the
value or use of the property subject thereto for the purpose for which it is held;

any permit, right-of-way, easement, licence or other right or privilege in the
nature of an easement heretofore granted or conveyed relating to the assets now
owned by the Borrower or any Subsidiary or any permit, right-of-way,
easement. licence or other right or privilege in the nature of an easement granted
or conveyed after the date hereof relating to assets now owned or hereafter
acquired by the Borrower or any Subsidiary which are of a minor nature and, in
the aggregate with all other permits, rights of way, easements, licences or other
rights or privileges will not materially impair the value or use of the assets
subject thereto for the purpose for which they are held;

liens of less than $100,000 arising under any judgments rendered (including any
executions filed in respect thereof) against the Borrower or any Subsidiary
which are being actively and diligently contested in good faith by proper legal
proceedings;

liens arising in respect of claims filed against the Borrower or any Subsidiary
which shall be actively and diligently contested in good faith by proper legal
proceedings and for which security satisfactory to the Agent, acting reasonably,
has been posted;

security given in the ordinary course of business by the Borrower or any
Subsidiary to a public utility or any municipality or governmental or public
authority in connection with operations of the Borrower or any Subsidiary other
than in connection with borrowed money;

the encumbrance resulting from the deposit of cash or securities in connection
with contracts, tenders or expropriation proceedings or to secure workers’
compensation, unemployment insurance or other similar types of payments,
surety or appeal bonds and costs of litigation when required by law;

Security Interests in favour of the Agent as security for the obligations of the
Borrower to the Agent and the Lenders hereunder and under the Security,
including, for greater certainty, the Goleniow Premises Mortgages, or from time
to time expressly approved by the Agent in writing;
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(xi)  properly perfected purchase money security interests securing liabilities of the
Borrower or any Subsidiary. provided that (a) no such purchase money security
interest secured by any one asset is in excess of $100,000, (b) the aggregate
outstanding amount of all such purchase money security interests shall not
exceed $1,000,000 at any time. and (c) no such purchase money security interest
is secured by land;

(xii) Security Interests in favour of the Subordinated Lenders;

(xiii)  a mortgage in favour of Farm Credit Canada on the freehold interest held by
NAFA Properties on the Carlingview Property in the principal amount of
$7,000,000, and Security Interests in favour of Farm Credit Canada from the
Borrower, NAFA Properties and NAFA Parent, in each case, to secure the FCC
(Ontario) Financing;

(xiv)  a mortgage in favour of Business Development Bank of Canada on the leasehold
interest held by NAFA Properties on the property located at 65 Skyway Avenue,
Toronto in the principal amount of $7,240,000, and Security Interests in favour
of Business Development Bank from NAFA Properties, the Borrower and
NAFA US, in each case, to secure the BDC Financing;

(xv)  amortgage in favour of Farm Credit Canada on the freehold interest held by
NAFA NS in NAFA Farms in the principal amount of $1,800,000, and Security
Interests in favour of Farm Credit Canada from NAFA NS, in each case, to
secure the FCC (NS) Financing;

(xvi)  amortgage in favour of the Borrower on the freehold interest held by NAFA NS
in NAFA Farms, which mortgage is subordinated in favour of the Agent; and

(xvii)  amortgage in favour of 464676 B.C. Ltd. on the freehold interest on the
property located at 1600 Williams Drive, Stoughton in the principal amount of
$1,500,000, originally in favour of NAFA Properties and assigned to 464676
B.C. Ltd.

1.1.109 “Permitted Interest Payment” means a payment of interest under any
Subordinated Debt Document as in effect on the date of this Agreement which is made when no
Default or Event of Default exists hereunder and the payment of which will not itself result in a
Default or Event of Default hereunder, payment of which is subject at all times to the Cash Flow
Forecast.

1.1.110 “Permitted Pelt Supplier Payments” means payments which (i) are made on
account of membership fees or similar amounts charged by a Subordinated Lender (other than
NAFA Parent) to a Rancher, and (ii) are paid by the Borrower to a Subordinated Lender at the
request of the relevant Rancher from the proceeds of sale of pelts consigned by such Rancher for
sale by the Borrower or a Subsidiary of the Borrower at an auction conducted by the Borrower in
the ordinary course of the Borrower’s business, payment of which is subject at all times to the
Cash Flow Forecast.
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1.1.111 “Person” includes an individual, a partnership, a corporation, a trust, an
unincorporated organization, a government or any department or agency thereof and the heirs,
executors, administrators or other legal representatives of an individual.

1.1.112 “Potential Bidders™ means Kopenhagen Fur and Saga Furs.

1.1.113 “Prime Rate” means, on any day. the annual rate of interest equal to the greater of
(i) the annual rate of interest announced by the Reference Bank and in effect as its prime rate at
its principal office in Toronto, Ontario on such day for determining interest rates on Cdn. Dollar-
denominated commercial loans made in Canada, and (ii) the annual rate of interest equal to the
sum of (A) the CDOR Rate in effect on such day, plus (B) 1.00%.

1.1.114 “Prime Rate Loan” means a Cdn. Dollar advance or overdraft loan on which
interest is calculated by reference to the Prime Rate.

1.1.115 “Priority Payables™ means all statutory liens, deemed trusts and preferred claims
of any Person arising under any statute having jurisdiction over the Borrower, including claims
for employee wages, vacation pay, termination or severance pay, employee withholdings,
pension plan contributions, workers’ compensation assessments and municipal Taxes, and claims
by public utilities.

1.1.116 “Priority Supplier Accounts Payable” means accounts payable to a supplier of
Inventory which are unpaid up to 30 days after the date of invoice for such Inventory.

1.1.117 “Prompt Date’ means the date set by the Borrower on which payment is due by
auction Buyers, which shall be no more than 21 days after the last day of the auction to which the
Prompt Date relates.

1.1.118 “Rancher” means a Person which is a mink or fox rancher and which supplies
mink and/or fox pelts to the Borrower or any of its Subsidiaries in the ordinary course of the
Borrower’s business.

1.1.119 “Rancher Livestock Loan Advances™ means loan advances made by the Borrower
or any of its Subsidiaries to any Rancher provided that:

(i) such loan advances are made pursuant to documents in the forms attached hereto
as Schedule 1.1.119 (subject to immaterial revisions having no adverse impact
on the interests of the Agent and the Lenders under the Documents);

(i1) advances to each Rancher will not exceed 50% of the expected value (based on
the lower of the previous year’s average price per pelt and the current price per
pelt) of the progeny to be consigned to the Borrower or any of its Subsidiaries
by such Rancher;

(iii) the Agent shall have reviewed and approved annually the credit established by
the Borrower for each such Rancher:
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(iv)  such advances are secured by properly executed first-ranking chattel mortgages,
security agreements or similar agreements in respect of the financed livestock
and pelts, which chattel mortgages, security agreements or similar agreements
shall be assigned to the Agent (as acknowledged, in the case of each advance in
excess of U.S.51,500,000 or any equivalent thereof in another denomination, by
the relevant Rancher in the form of the relevant acknowledgement of assignment
included at Schedule 1.1.119) and properly perfected or otherwise registered (it
being agreed that the Borrower shall have 60 days from the Restatement Date to
deliver the Rancher acknowledgements required by this clause 1.1.119(iv)); and

(v)  such advances and/or the livestock and pelts financed thereby are adequately
insured by the Rancher or the Borrower by insurance acceptable to the Agent,
acting reasonably.

1.1.120 “Receivable Value” means, at any time, the aggregate of all Eligible Buyer
Accounts Receivable, Foreign Rancher Livestock Loan Advances, North American Rancher
Livestock Loan Advances, Shipper Pelt Loan Advances and Eligible Accounts Receivable.

1.1.121 “Red Rock Insurance Policy” means a policy of insurance, in form and substance
satisfactory to the Agent, issued by Red Rock Insurance Services Ltd. to the Borrower for the
benefit of the Borrower and its Subsidiaries and insuring the repayment to the Borrower or, as
applicable, any Subsidiary of the Borrower of Insured Kit Loans, North American Rancher
Livestock Loan Advances and European Rancher Livestock Loan Advances in a minimum
aggregate principal amount of U.S.$30,000,000.

1.1.122 “Reference Bank™ means, for so long as CIBC is a party hereto, CIBC, and,
thereafter, HSBC for so long as HSBC is a party hereto.

1.1.123 “Release” includes discharge, spray, inject, inoculate, abandon, deposit, spill,
leak, seep, pour, emit, empty, throw, dump, place and exhaust, and when used as a noun, has a
similar meaning.

1.1.124 “Reporting Quarter™ is defined in Section 9.2(3)(ii).
1.1.125 “Restatement Date™ means July 17, 2019 or such other date as the parties may
agree upon in writing.
1.1.126 “Required [enders” means. at any time:
(i) when there are two or less Lenders, all of the Lenders, and

(i) when there are more than two Lenders, Lenders having Operating Credit
Exposures, Swingline Exposure and unused Commitments representing more
than 66 %% of the sum of the total Operating Credit Exposures, Swingline
Exposure and unused Commitments at such time.

1.1.127 “Rollover Drawdown™ has the meaning given in Section 2.10.
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1.1.128 “Sale Milestones™ has the meaning given in Section 9.1(37).
1.1.129 “Sale Process” has the meaning given in Section 7.2(19).
1.1.130 “Sample Kit Loans” means, collectively, the loan and security documentation,

including registration documents. relating to each of the top five (5) Kit Loans (measured by kit
volume) outstanding in each of Canada, the United States and Europe as at the date of this
Agreement.

1.1.131 “Security” means the documents and instruments referred to in clauses (i) and (ii)
of Section 7.2(1) and any and all other agreements or instruments now or hereafter executed and
delivered by any Credit Party as security (including by way of guarantee) for the payment or
performance of the obligations of the Borrower under this Agreement, as any of the foregoing
may have been, or may hereafter be, amended, modified or supplemented from time to time.

1.1.132 “Security Interest™ means any mortgage, hypothec, title retention, pledge, lien,
right of set-off, charge, security interest, assignment or other encumbrance whatsoever, whether
fixed or floating and howsoever created or arising.

1.1.133 “Senior Officer” means, in respect of any Person, the chairman, the president, the
senior vice-president or the chief financial officer of such Person or any person holding a similar
office.

1.1.134 “Shipper” means any Person, including any Rancher, dealer or trapper, which
consigns pelts to the Borrower or any of its Subsidiaries for sale by the Borrower or any of its
Subsidiaries.

1.1.135 “Shipper Pelt Loan Advances” means loan advances made by the Borrower or any
of its Subsidiaries to any Shipper on receipt by the Borrower or any of its Subsidiaries of pelts
consigned to the Borrower or any of its Subsidiaries by such Shipper and includes Letters of
Credit as provided in Section 4.7(7), provided that:

(1) such advances do not exceed 60% of the current market price for such pelts;

(ii)  such advances are not made prior to actual receipt and inspection by the
Borrower or any of its Subsidiaries of such pelts;

(iii)  if the aggregate amount of Shipper Pelt Loan Advances to any Shipper exceed
U.S5.$25,000, such advances to such Shipper are secured in a manner acceptable
to the Agent, acting reasonably; and

(iv) such advances have not remained outstanding for more than 240 days from the
relevant date of advance.

1.1.136 “Subordinated Debt” means the principal amount of Indebtedness of the Borrower
to a Subordinated Lender fully subordinated and postponed to the indebtedness of the Borrower
to the Agent and the Lenders hereunder on terms satisfactory to the Agent and the Lenders, in
their sole discretion.
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1.1.137 “Subordinated Debt Document” means any agreement, promissory note or other
document or instrument evidencing Subordinated Debt.

1.1.138 “Subordinated Lenders” means, collectively, North American Wild Fur Shippers
Council, American Mink Council, Canada Fox Breeders’ Association, Canada Mink Breeders
Association, North American Fur Association and NAFA Parent.

1.1.139 “Subsidiary™ has the meaning given in the Canada Business Corporations Act.
1.1.140 “Supplementary Credit Commitment” is defined in Section 2.5(3).
1.1.141 “Supplementary Credit Exposure™ means, at any time, the outstanding aggregate

principal amount of all Indebtedness of the Borrower under the VISA Credit and the Hedge
Credit, in each case at such time.

1.1.142 “Supplementary Credit Lender” means CIBC, in its capacity as grantor of all
credit to the Borrower under the Supplementary Credits.

1.1.143 “Supplementary Credit Participating Lender” means each Lender specified on
Schedule 2.5(3).

1.1.144 “Supplementary Credits” means, collectively, the VISA Credit and the Hedge
Credit.

1.1.145 “Swingline Commitment™ is defined in Section 2.5(4).

1.1.146 “Swingline Exposure™ means, at any time, the sum of the outstanding principal

amount of (i) all Swingline Loans, and (ii) all LC/LG Exposure, in each case at such time. The
Swingline Exposure of any Lender at any time shall be its Applicable Percentage of the total
Swingline Exposure at such time.

1.1.147 “Swingline Lender” means CIBC, in its capacity as lender of Swingline Loans
hereunder.
1.1.148 “Swingline Loan™ means a Loan inade pursuant to Section 2.3(ii), and “Swingline

Loans” has a corresponding meaning.

1.1.149 “Tangible Net Worth™ means (i) the consolidated shareholders’ equity of the
Borrower (net of, for certainty, intangibles and goodwill), plus (ii) the Subordinated Debt.

1.1.150 “Tax” or “Taxes” means all taxes, charges, fees, levies, imposts and other
assessments, including all income, sales, use, goods and services, value added, capital, capital
gains, alternative, net worth, transfer, profits. withholding, payroll, employer health, excise,
franchise, real property and personal property taxes, and any other taxes, customs duties, fees.
assessments, royalties, duties, fees, deductions, compulsory loans or similar charges in the nature
of a tax including Canada Pension Plan and provincial pension plan contributions,
unemployment insurance payments and workers compensation premiums, together with any
instalments with respect thereto, and any interest, fines and penalties, imposed by any
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Governmental Authority (including federal, state, provincial, municipal and foreign
Governmental Authorities), and whether disputed or not.

1.1.151 “Third Auction” means the third auction to be conducted by the Borrower in
Toronto, Ontario, from August 23, 2019 to August 27, 2019.

1.1.152 “this Agreement”, “herein”, “hereof”, “hereto” and similar expressions mean and
refer to this agreement and include any instrument amending or supplementing the same, and the
expressions “Article”, “Section™ and “Schedule” followed by a number or letter mean and refer
to the specified Article, Section or Schedule of this Agreement.

1.1.153 “Tranche A Credit” means the credit created pursuant to Section 2.1(iv).
1.1.154 “Tranche A Credit Commitment” is defined in Section 2.5(5).
1.1.155 “Tranche A Credit Exposure™ means. with respect to the Tranche A Credit Lender

at any time, the sum at such time of the outstanding principal amount of such Tranche A Credit
Lender’s Tranche A Loan.

1.1.156 “Tranche A Credit Lender” means Export Development Canada.

1.1.157 “Tranche A Credit Maturity Date™ means April 30, 2023.

1'.1.158 “Tranche A Loan™ is the amount outstanding under the Tranche A Credit from
time to time.

1.1.159 “Unfunded Capital Expenditures” means, during any period, capital expenditures

made during such period which are not specifically financed with long term debt.

1.1.160 “U.S. Dollar LIBOR Loan™ means a U.S. Dollar advance on which interest is
calculated by reference to the U.S. Dollar LIBOR Rate.

1.1.161 “U.S. Dollar LIBOR Rate™ means, with respect to any U.S. Dollar LIBOR Loan
for any LIBOR Interest Period, either (a) the interest rate per annum shown on the Reuter
Monitor Screen which displays the ICE Benchmark Administration Interest Settlement Rate or
any successor page as the composite offered rate for London interbank deposits of U.S. Dollars
with a period comparable to the LIBOR Interest Period for such U.S. Dollar LIBOR Loan, as
shown under the heading “USD” at 11:00 a.m. (London, England time) two Banking Days prior
to the first day of such LIBOR Interest Period, or (b) if the rate in paragraph (a) of this definition
is not shown for any particular day, the interest rate per annum offered to the Agent in the
interbank LIBOR market for U.S. Dollar deposits, for delivery in immediately available funds on
the first day of such LIBOR Interest Period, of amounts comparable to the principal amount of
the U.S. Dollar LIBOR Loan to which such LIBOR is to apply with maturities comparable to the
LIBOR Interest Period for which such LIBOR will apply as of approximately 11:00 a.m.
(London, England time) two Banking Days prior to the commencement of such LIBOR Interest
Period.
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1.1.162 “U.S. Dollars”, “US$” and “U.S.$*" means lawful currency of the United States of
America.
1.1.163 “VISA Credit” means the credit established by Section 2.1(iii).

1.2 Accounting Terms. All accounting terms not otherwise defined herein have

the meanings assigned to them in accordance with GAAP. Where the character or amount of
any asset or liability or item of revenue or expense is required to be determined, or any
consolidation or other accounting computation is required to be made, for the purpose of any
Document, including, without limitation, for the purposes of any determination of the
financial ratios set out in Section 9.1(18). such determination or calculation shall, to the extent
applicable and except as otherwise specified herein or therein or as otherwise agreed in
writing by the parties, be made in accordance with GAAP applied on a basis consistent with
those in effect at the date hereof.

1.3 General. The division of this Agreement into Sections and the insertion of
headings are for convenience of reference only and shall not affect the interpretation of this
Agreement. Any reference in this Agreement to any Act or Statute or any section thereof
shall be deemed to be a reference to such Act, Statute or section as amended or re-enacted
from time to time. Unless the context otherwise requires, words importing the singular
number include the plural and vice versa. Unless the context otherwise requires, any defined
term used in the singular preceded by “any™ shall be taken to indicate any number of the
members of the relevant class. Any reference in this Agreement to a party to this Agreement
shall include the successors and permitted assigns of such party. Whenever the context may
require, any pronoun shall include the corresponding masculine, feminine and neuter forms.
The words “include”, “includes™ and “including™ shall be deemed to be followed by the
phrase “without limitation™. For the avoidance of doubt, any reference to a Permitted
Encumbrance shall not serve to subordinate or postpone any Security Interest created by any
Security to such Permitted Encumbrance.

1.4 Currency. All statements of or references to dollar amounts (without more) in
any Document shall mean U.S. Dollars.

1.5 Schedules. The following are the Schedules annexed hereto, incorporated by
reference and deemed to be part hereof:

Schedule 1.1.18 - Borrowing Base Certificate
Schedule 1.1.23 - Cash Flow Forecast

Schedule 1.1.33 - Compliance Certificate

Schedule 1.1.46 - Drawdown Notice

Schedule 1.1.90 - Material Contracts

Schedule 1.1.119 - Rancher Advance Documentation
Schedule 2.5(1) - Operating Credit Commitments
Schedule 2.5(3) - Supplementary Credit Commitments
Schedule 2.5(4) - Swingline Commitments

Schedule 2.5(5) - Tranche A Credit Commitments
Schedule 4.7 - Shipper Letter of Credit Agreement
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Schedule 8.1(5) - Ownership of Subsidiaries

Schedule 8.1(21) - Insurance Particulars

Schedule 8.1(22) Rancher  Livestock Loan  Advances
Exceeding U.S.$1,500,000

Schedule 8.1(23) - Registration  Procedures for  Rancher
Livestock Loan Security

Schedule 8.1(40) - Bank Accounts

Schedule 9.1(5)(iv) - Payment Policies

Schedule 9.1(15)(v) - Existing Loans to Farmers

Schedule 9.1(15)(vi) - Loans to Ranchers as Financing

Schedule 9.1(17) - Executive Salaries

1.6 Law of Contract. Unless otherwise specified therein, all Documents shall be

deemed to be contracts and/or instruments made pursuant to the laws of the Province of
Ontario and the laws of Canada applicable therein and shall be governed by and construed in
accordance with such laws.

1.7 Evidence of Indebtedness. Any statement as to any amount due to the Agent
or any Operating Lender under any Document which is certified as being correct by an officer
of the Agent shall, unless otherwise provided herein, be prima facie evidence that such
amount is in fact due and payable.

1.8 General Provisions as to Certificates and Opinions, etc. Each certificate of

the Auditors and each officers’ certificate furnished to the Agent or any Operating Lender
pursuant to any provision of any Document, shall specify the Section or Sections under which
such cettificate is furnished and shall include a statement that the Person making such
certificate has read the provisions of such Document relevant thereto. Each such certificate
which evidences, attests to or confirms compliance with any condition precedent provided for
in any Document shall, in addition, include a statement to the following effect:

) that, in the opinion of such Person, such Person has made such examination or
investigation as is necessary to enable such Person to express an informed
opinion as to whether or not such condition precedent has been complied with;
and

(ii)  that, in the opinion of such Person. such condition precedent has been complied
with.

Whenever the delivery of a certificate or opinion is a condition precedent to the taking of any
action by the Agent or any Lender under any Document, the truth and accuracy of the facts and
opinions stated in such certificate or opinion shall in each case be conditions precedent to the
right of the Borrower to have such action taken, and each statement of fact contained therein
shall be deemed to be a representation and warranty of the Borrower for the purposes of this
Agreement.
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Article 2 - The Credits and Drawdowns

2.1 Continuance of Credits. Subject to the terms and conditions hereof:

(1) the Operating Lenders hereby confirm the continuance of an operating credit
facility (the “Operating Credit™) in favour of the Borrower, in a maximum
aggregate principal amount equal at any time to (A) the lesser of (a) the
Authorized Credit Amount at such time, and (b) the amount of the Borrowing
Base then in effect, and (B) the amount outstanding at such time, whether on
account of principal, interest, fees or otherwise, in respect of Indebtedness
permitted by Section 9.1(11)(vi). The Borrowing Base in effect at any time
shall be that reported in the Borrowing Base Certificate most recently delivered
to and accepted by the Agent pursuant to Section 9.2(3)(i), provided that if the
Borrower has not delivered a Borrowing Base Certificate when required by
Section 9.2(3)(i) or the Borrowing Base Certificate delivered by the Borrower
has not been accepted by the Agent, acting reasonably, the Borrowing Base shall
be that determined by the Agent, acting reasonably and with the concurrence of
each Lender. The Operating Credit shall be utilized by the Borrower solely to
fund the disbursements in accordance with the Cash Flow Forecast as set out
herein;

(i)  the Supplementary Credit Lender hereby confirms the continuance in favour of
the Borrower of a revolving operating facility available by way of Hedging
Contracts, having a maximum aggregate “at risk” amount (determined in
accordance with Section 4.8(4)) of U.S.$5,000,000 outstanding at any time
(the “Hedge Credit™) for the purposes of managing (but not speculating with
respect to) currency exchange risk; provided that, notwithstanding any other
provision herein, the Borrower shall not request a Hedging Contract from and
after the Restatement Date;

(iii)  the Supplementary Credit Lender hereby confirms the continuance in favour of
the Borrower of a revolving credit (the “VISA Credit”) in an aggregate principal
amount of Cdn.$150,000 which is available through the use of one or more
employee expense VISA cards issued by the Supplementary Credit Lender. The
VISA Credit shall be utilized by the Borrower only for employee business
expenses and shall be subject to the Supplementary Credit Lender’s standard
VISA documentation; and

(iv)  the Tranche A Credit Lender hereby confirms the continuance of a non-
revolving term credit facility (the “Tranche A Credit”) in favour of the
Borrower, in a maximum aggregate principal amount equal to US$5,500,000.
The Tranche A Credit shall be utilized by the Borrower only to support the
Borrower’s operations in Poland, the sole permitted Drawdown of which
occurred in November 2018.

2.2 Utilization of the Operating Credit. Subject to the terms and conditions
hereof, the Borrower may avail itself of the Operating Credit by way of Base Rate Loans
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(including by way of overdrafts), U.S. Dollar LIBOR Loans, Prime Rate Loans (including by
way of overdrafts), Swingline Loans and Letters of Credit provided that:

(i) the maximum aggregate amount of all Letters of Credit outstanding from time to
time shall not exceed U.S.$2,000,000 and no Letter of Credit shall have a term
longer than twelve months unless the Agent shall have otherwise agreed in
writing (and shall not in any event extend beyond the Operating Credit Maturity
Date); provided that. notwithstanding any other provision herein, the Borrower
shall not request a Letter of Credit from and after the Restatement Date;

(ii) each U.S. Dollar LIBOR Loan shall be for a term of approximately one, two,
three or six months (but in any event no such term shall extend beyond the
Operating Credit Maturity Date);

(iii) each U.S. Dollar LIBOR Loan, Prime Rate Loan and Base Rate Loan shall be in
a minimum amount of U.S.$1,000.000;

(iv)  the proceeds of each such Drawdown are used for the purposes set out in Section
2.1(1);

W) no Default or Event of Default has occurred and is continuing;

(vi)  all Letters of Credit issued under this Agreement shall constitute availments of
the Swingline Commitment;

(vii)  each Swingline Loan shall be made by the Swingline Lender only; and

(viii)  notwithstanding any other provision herein, the Borrower may not avail itself of
the Operating Credit by way of U.S. Dollar LIBOR Loans from and after the
Restatement Date, and each existing U.S. Dollar LIBOR Loan shall
automatically, and without any further action on the part of the Borrower,
convert into a Base Rate Loan on the last day of the applicable LIBOR Interest
Period.

For greater certainty, all amounts outstanding on the Restatement Date under the Existing Credit
Agreement (including, without limitation, in respect of the Corporate Expense VISA Card and
Foreign Exchange Contingent Liability credits thereunder) shall, on and as of the Restatement
Date, be deemed to be outstanding hereunder. All such amounts outstanding under the Existing
Credit Agreement in the form of (A) Prime Rate loans shall be continued as Prime Rate Loans
hereunder, (B) U.S. Base Rate loans shall be continued as Base Rate Loans hereunder, (C) U.S.
Dollar LIBOR Loans shall be continued as U.S. Dollar LIBOR Loans hereunder, (D) Canadian
dollar or foreign currency L/Cs shall be continued as Letters of Credit issued hereunder in the
applicable currency, and (E) overdrafts shall be continued as Overdrafts hereunder.

2.3 Utilization of the Tranche A Credit. Subject to the terms and conditions
hereof, the Borrower may avail itself of the Tranche A Credit by way of U.S. Dollar LIBOR
Loans provided that:
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(i)  each U.S. Dollar LIBOR Loan shall be for a term of approximately three months
(but in any event no such term shall extend beyond the Tranche A Credit
Maturity Date);

(i)  no Default or Event of Default has occurred and is continuing; and

(iii)  notwithstanding any other provision herein, the Borrower may not avail itself of
the Tranche A Credit by way of U.S. Dollar LIBOR Loans from and after the
Restatement Date, and each existing U.S. Dollar LIBOR Loan shall
automatically, and without any further action on the part of the Borrower,
convert into a Base Rate Loan on the last day of the applicable LIBOR Interest
Period.

2.3 Making of Loans under Operating Credit. Subject to the terms and

conditions and relying on the representations and warranties contained herein, (i) each
Operating Lender severally agrees to make to the Borrower Operating Loans (each, an
“Operating Loan™) in Cdn. Dollars or U.S. Dollars pursuant to its Operating Credit
Commitment on any Banking Day requested by the Borrower from and after the date hereof
but prior to the Operating Credit Maturity Date in an aggregate principal amount that will not
result in (a) such Operating Lender’s Operating Credit Exposure exceeding such Operating
Lender’s Operating Credit Commitment, or (b) the sum of the total Operating Credit
Exposures exceeding the Operating Credit Commitments, and (ii) the Swingline Lender
agrees to make to the Borrower revolving loans (each, a “Swingline Loan”) in Cdn. Dollars or
U.S. Dollars pursuant to its Swingline Commitment on any Banking Day on or after the date
hereof but prior to the Operating Credit Maturity Date. For greater certainty, the Operating
Credit Commitments of the Operating Lenders and the Swingline Commitment of the
Swingline Lender, taken together, are limited by the Borrowing Base.

24 Making of Loans under Tranche A Credit: Subject to the terms and

conditions and relying on the representations and warranties contained herein, the Tranche A
Credit Lender agrees to make to the Borrower Tranche A Loans (each, a “Tranche A Loan")
in U.S. Dollars pursuant to its Tranche A Credit Commitment on any Banking Day requested
by the Borrower from and after the date hereof but prior to the Tranche A Credit Maturity
Date in an aggregate principal amount that will not result in the Tranche A Credit Lender’s
Tranche A Credit Exposure exceeding the Tranche A Credit Lender’s Tranche A Credit
Commitment.

2.5 Commitments.

e Operating Credit Commitments. Subject to Section 2.12, each Operating
Lender’s Operating Credit Exposure shall not exceed at any one time the amount set forth
opposite such Operating Lender’s name on Schedule 2.5(1) under the caption “Operating Credit
Commitments” (as such amount may be modified from time to time pursuant to Section 12.2,
such Operating Lender’s “Operating Credit Commitment”; the Operating Credit Commitments,
taken together, of all of the Operating Lenders being hereinafter collectively referred to as the
“Operating Credit Commitments™). Subject to the foregoing restrictions and the conditions set
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out in Article 7, the Borrower may obtain borrowings of Operating Loans, repay or prepay such
Operating Loans (subject to the payment of breakage costs), and reborrow such Operating Loans.

(2) [Intentionally Deleted].

(3) Supplementary Credit Commitment. The Supplementary Credit Lender’s
Supplementary Credit Exposure shall not exceed at any one time the amount set forth opposite
the Supplementary Credit Lender’s name on Schedule 2.5(3) with respect to the applicable
Supplementary Credit (as such amount may be modified from time to time pursuant to Section
12.2, the Supplementary Credit Lender’s “Supplementary Credit Commitment™).

4) Swingline Credit Commitment. The Swingline Lender’s Swingline Exposure shall
not exceed at any one time the amount set forth opposite the Swingline Lender’s name on
Schedule 2.5(4) under the caption “Swingline Commitment™ (as such amount may be modified
from time to time pursuant to Section 12.2, the Swingline Lender’s “Swingline Commitment™).
Subject to the foregoing restrictions and the conditions set out in Article 7, the Borrower may
obtain borrowings of Swingline Loans, repay such Swingline Loans, and reborrow such
Swingline Loans. For greater certainty, no notice is required in respect of a repayment or
prepayment of any Swingline Loan.

%) Tranche A Credit Commitment: The Tranche A Credit Lender’s Tranche A Credit
Exposure shall not exceed at any one time the amount set forth on Schedule 2.5(5) (as such
amount may be modified from time to time pursuant to Section 12.2, the “Tranche A Credit
Commitment”). Subject to the foregoing restrictions and the conditions set out in Article 7, and
30 days’ prior written notice to the Tranche A Credit Lender, the Borrower may prepay
borrowings of Tranche A Loans, in whole or in part, in a principal amount of US$137,500 or a
whole multiple thereof, at any time after the first principal repayment date. Amounts prepaid by
the Borrower shall not be available for re-borrowing.

2.6 Drawdown Notice

(N Notice re: Prime Rate and Base Rate Loans. When requesting any Drawdown by
way of a Prime Rate Loan or a Base Rate Loan the Borrower shall deliver a Drawdown Notice to
the Agent no later than 10:00 a.m. (Toronto time) one Banking Day prior to the date on which
the Borrower wishes to receive such Drawdown.

2) Notice re: U.S. Dollar LIBOR Loans. When requesting any Drawdown by way
of U.S. Dollar LIBOR Loan or Letter of Credit the Borrower shall deliver a Drawdown Notice to
the Agent no later than 10:00 a.m. (Toronto time) three Banking Days prior to the day on which
the Borrower wishes to receive such Drawdown.

(3)  Notice by Agent. The Agent shall promptly (i.e., on the Banking Day of the
Agent’s receipt of a Drawdown Notice) give each Operating Lender facsimile or telephonic
notice (and, in the case of telephonic notices, confirmed by facsimile or otherwise in writing) of
the proposed borrowing, of such Operating Lender’s Applicable Percentage thereof and of the
other matters covered by each Drawdown Notice. The Borrower and Operating Lenders hereby
waive the right to dispute the Agent’s record of the terms of such telephonic notice, absent
manifest error.

23687288.9



85

-29.

(4)  Notice re: Tranche A Loans. When requesting the single permitted Drawdown of
the Tranche A Credit the Borrower shall deliver a Drawdown Notice to the Tranche A Credit
Lender no later than 10:00 a.m. (Toronto time) three Banking Days prior to the date on which the
Borrower wishes to receive such Drawdown. provided that the Tranche A Credit is only
available by way of a single Drawdown, which Drawdown occurred in November 2018,

2.7 Borrowings.

¢ Each Operating Loan shall be made as part of a borrowing consisting of
Operating Loans made by the Operating Lenders rateably in accordance with their respective
Operating Credit Commitments. Each Swingline Loan or deemed availment of the Swingline
Commitment shall be made in accordance with the procedures set out in Section 2.9 or Section
4.7, as applicable.

2 The failure of any Operating Lender to make any Operating Loan required to be
made by it shall not relieve any other Lender of its obligations hereunder; provided that the
Operating Credit Commitments of the Operating Lenders are several and no Operating Lender
shall be responsible for any other Operating Lender’s failure to make Operating Loans as
required by this Agreement.

2.8 Funding of Borrowings.

(1) Each Operating Lender shall make, continue or rollover, as applicable, each Prime
Rate Loan, Base Rate Loan and U.S. Dollar LIBOR Loan to be made, continued or rolled over
by it hereunder on the proposed date thereof by wire transfer of immediately available funds by
12:00 noon, Toronto time, to the account of the Agent most recently designated by the Agent for
such purpose by notice to the Operating Lenders; provided that Swingline Loans shall be made
as provided in Section 2.9. The Agent will make such Operating Loans available to the
Borrower by promptly crediting the amounts so received, in like funds, to account 03722-47-
01216 (Cdn.$) and account 03722-02-20116 (U.S.$) maintained by the Borrower with the Agent
at the Designated Branch.

2) Unless the Agent shall have received notice from an Operating Lender prior to the
proposed date of any Loan that such Operating Lender will not make available to the Agent such
Lender’s share of such Loan, the Agent may assume that such Lender has made such share
available on such date in accordance with Section 2.8(1) and may, in reliance upon such
assumption, make available to the Borrower a corresponding amount. In such event, and if an
Operating Lender has not in fact made its share of the applicable Loan available to the Agent,
then the relevant Operating Lender and the Borrower severally agree to pay to the Agent
forthwith on demand (it being agreed that such demand shall first be made of the relevant
Operating Lender and then of the Borrower in the absence of immediate payment by the relevant
Operating Lender) such corresponding amount with interest thereon, for each day from and
including the date such amount is made available to the Borrower to but excluding the date of
payment to the Agent, at the Prime Rate if the applicable Loans is denominated in Cdn. Dollars
or at the Base Rate if the applicable Loans is denominated in U.S. Dollars. If such Operating
Lender pays such amount to the Agent, then the principal portion of such amount shall constitute
such Lender’s Loan included in such borrowing.
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3) The Tranche A Credit Lender shall make each U.S. Dollar LIBOR Loan to be
made by it hereunder on the proposed date thereof by wire transfer of immediately available
funds by 12:00 noon, Toronto time, to the account of the Borrower by crediting the amounts to
account 03722-02-20116 (U.S.$) maintained by the Borrower with the Agent at the Designated
Branch.

2.9 Swingline Loans.

) Subject to the terms and conditions set forth herein, the Swingline Lender agrees
to make Swingline Loans to the Borrower by way of Overdraft from time to time up to (but not
including) the Operating Credit Maturity Date. in an aggregate principal amount at any time
outstanding that will not result in (i) the aggregate principal amount of outstanding Swingline
Loans plus the aggregate principal amount of outstanding Letters of Credit exceeding
U.S.$5,000,000, (ii) the aggregate of the Operating Credit Exposures plus the Swingline
Exposure exceeding the total Operating Credit Commitments plus the Swingline Lender’s
Swingline Commitment, or (iii) the aggregate of the Swingline Lender’s Operating Credit
Exposure plus the Swingline Exposure exceeding the total of the Swingline Lender’s Operating
Credit Commitment plus the Swingline Lender’s Swingline Commitment. Within the foregoing
limits and subject to the terms and conditions set forth herein, the Borrower may borrow, prepay
and reborrow Swingline Loans. The Swingline Lender’s commitment to make Swingline Loans
and to issue Letters of Credit is in addition to the Operating Credit Commitment of the Swingline
Lender.

(ii) The Swingline Lender shall make each Swingline Loan available to the Borrower
by means of an Overdraft on the U.S.$ or Cdn.$, as applicable, general deposit account of the
Borrower with the Swingline Lender on the date of such Swingline Loan. Each Swingline Loan
shall be either a Prime Rate Loan or a Base Rate L.oan. Swingline Loans shall bear interest at a
rate per annum equal to the rate applicable to a Prime Rate Loan or a Base Rate Loan, as
applicable. The interest payable on Swingline Loans is solely for the account of the Swingline
Lender (subject to Section 2.11).

2.10 Rollover Drawdowns. The Borrower may at any time deliver a Drawdown
Notice to the Agent requesting one or more Drawdowns (the “Rollover Drawdown”) the
proceeds of which will be used to retire one or more outstanding Drawdowns, provided that:

G

) the notice identifies the outstanding Drawdown or Drawdowns to be retired (the
“Qutstanding Drawdown™):

—

(i)  the Borrower complies with each provision hereof relating to the obtaining of a
Drawdown in the form requested including, without limitation, those relating to
notice;

(iii)  the aggregate principal amount of the Rollover Drawdown then requested is not
greater than the aggregate principal amount of the Outstanding Drawdown;

(iv)  the entire proceeds of the Rollover Drawdown are used to retire in full the
Outstanding Drawdown;
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(v)  each Rollover Drawdown is made contemporaneously with the retirement of the
Outstanding Drawdown;

(vi)  if the Rollover Drawdown under the Operating Credit is to be outstanding in a
currency different from that of the Outstanding Drawdown, the amount of the
Rollover Drawdown shall be the Exchange Equivalent of the Outstanding
Drawdown;

(vii) if the Outstanding Drawdown is a U.S. Dollar LIBOR Loan, the Rollover
Drawdown must be made on the last day of the LIBOR Interest Period; and

(viii)  the Borrower shall have no rights pursuant to this Section if the exercise thereof
could preclude or otherwise impair the Borrower’s ability to meet its repayment
obligations pursuant to this Agreement,

2.11 Eqgualization of Exposures.

(i) Swingline Loans. At any time when an Event of Default has occurred and is
continuing, and provided further that at such time the aggregate principal amount of
Indebtedness outstanding in respect of the Operating Credit is less than the aggregate of all
Operating Credit Commitments at such time. the Swingline Lender may by written notice given
to the Agent not later than 10:00 a.m., Toronto time, on any Banking Day require the Operating
Lenders to acquire participations on such Banking Day in all or a portion of the Swingline Loans
and the Letters of Credit outstanding, and only to the extent necessary so that, upon such
acquisition, the Operating Credit Exposure and the Swingline Exposure, taken together, of each
Operating Lender will be that proportion of the aggregate of all Operating Credit Exposure and
all Swingline Exposure, taken together, of all Operating Lenders, taken together, which is equal
to such Operating Lender’s Operating Credit Commitment (taken together with, in the case of
the Swingline Credit Lender only, the Swingline Credit Lender’s Swingline Credit Commitment
prior to such participations) divided by the aggregate of all Operating Credit Commitments and
all Swingline Commitments (taking into account such participations) of all Operating Lenders,
taken together, provided, however, that the operation of this sentence shall in no event result in
an Operating Lender’s aggregate Operating Credit Exposure and Swingline Exposure, taken
together, exceeding such Operating Lender’s Operating Credit Commitment (taken together
with, in the case of the Swingline Credit Lender only, the Swingline Credit Lender’s Swingline
Credit Commitment prior to such participations). Such notice shall specify the aggregate amount
of Swingline Loans and Letters of Credit in which the Operating Lenders will participate (which
amount shall not exceed the positive result obtained when the aggregate principal amount of
Indebtedness outstanding in respect of the Operating Credit is subtracted from the aggregate of
all Operating Credit Commitments at such time). Promptly upon receipt of such notice, the
Agent will give notice thereof to each Operating Lender, specifying in such notice such
Operating Lender’s Applicable Percentage of such Swingline Loan or Loans and of such Letters
of Credit. Each Operating Lender hereby absolutely and unconditionally agrees, upon receipt of
notice as provided above, to pay to the Agent, for the account of the Swingline Credit Lender,
such Operating Lender’s Applicable Percentage of such Swingline Loan or Loans and of such
Letters of Credit. Each Operating Lender acknowledges and agrees that its obligation to acquire
participations in Swingline Loans and Letters of Credit pursuant to this Section 2.11(i) is
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absolute and unconditional and shall not be affected by any circumstance whatsoever, including
(i) the reduction or termination of the Operating Credit Commitments or Swingline Credit
Commitment, and (ii) any amendment, renewal or extension of any Letter of Credit, and that
each such payment shall be made without any offset, abatement, withholding or reduction
whatsoever. Each Operating Lender shall comply with its obligation under this Section 2.11(i)
by wire transfer of immediately available funds with respect to (i) outstanding Swingline Loans
and (ii) each LC/LG Disbursement made by the Issuing Bank at any time after such notice which
is not immediately reimbursed by the Borrower or in respect of which a reimbursement payment
is required to be refunded to the Borrower for any reason, and the Agent shall promptly pay to
the Swingline Credit Lender the amounts so received by it from the Operating Lenders. The
Agent shall notify the Borrower of any participations in any Swingline Loans or any Letter of
Credit acquired pursuant to this Section 2.11(i), and thereafter payments in respect of such
Swingline Loan or any LC/LG Disbursement shall be made to the Agent and not to the
Swingline Credit Lender. Any amounts received by the Swingline Credit Lender from the
Borrower (or other party on behalf of the Borrower) in respect of a Swingline Loan or any Letter
of Credit after receipt by the Swingline Credit Lender of the proceeds of a sale of participations
therein shall be promptly remitted to the Agent; any such amounts received by the Agent shall be
promptly remitted by the Agent to the Operating Lenders that shall have made their payments
pursuant to this paragraph and to the Swingline Credit Lender, as their interests may appear. The
purchase of participations pursuant to this paragraph shall not relieve the Borrower of any default
in the payment of any Indebtedness of the Borrower so purchased.

(ii) Supplementary Credits. At any time when an Event of Default has occurred and
is continuing, the Supplementary Credit Lender may by written notice given to the Agent not
later than 10:00 a.m., Toronto time, on any Banking Day require the Supplementary Credit
Participating Lenders to acquire participations on such Banking Day in all or a portion of all
actual (but not contingent) Indebtedness (net of all amounts due to the Borrower under then
matured Hedging Contracts) of the Borrower under the Supplementary Credits to the extent (if
any), and only to the extent (if any), necessary so that, upon such acquisition, the Supplementary
Credit Exposure (taking into account only actual (but not contingent) Indebtedness (net of all
amounts due to the Borrower under then matured Hedging Contracts) of the Borrower under the
Hedge Credit), of each Supplementary Credit Participating Lender will be that proportion of the
aggregate of all Supplementary Credit Exposure of all Supplementary Credit Participating
Lenders, which is equal to such Supplementary Credit Participating Lender’s Supplementary
Credit Commitment (prior to such participations) divided by the aggregate of all Supplementary
Credit Commitments (taking into account such participations) of all Supplementary Credit
Participating Lenders; provided, however, that the operation of this sentence shall in no event
result in a Supplementary Credit Participating Lender’s aggregate Supplementary Credit
Exposure exceeding such Supplementary Credit Participating Lender’s Supplementary Credit
Commitment. Such notice shall specify the aggregate amount of Indebtedness of the Borrower
under the Supplementary Credits in which the Supplementary Credit Participating Lenders will
participate. Promptly upon receipt of such notice, the Agent will give notice thereof to each
Supplementary Credit Participating Lender, specifying in such notice such Supplementary Credit
Participating Lender’s Applicable Percentage of Indebtedness of the Borrower under the
Supplementary Credits. Each Supplementary Credit Participating Lender hereby absolutely and
unconditionally agrees, upon receipt of notice as provided above, to pay to the Agent, for the
account of the Supplementary Credit Lender, such Supplementary Credit Participating Lender’s
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Applicable Percentage of such Indebtedness of the Borrower under the Supplementary Credits.
Each Supplementary Credit Participating Lender acknowledges and agrees that its obligation to
acquire participations in Indebtedness of the Borrower under the Supplementary Credits pursuant
to this Section 2.11(ii) is absolute and unconditional and shall not be affected by any
circumstance whatsoever, including the reduction or termination of the Supplementary Credit
Commitment, and that each such payment shall be made without any offset, abatement,
withholding or reduction whatsoever. Each Supplementary Credit Participating Lender shall
comply with its obligation under this Section 2.11(ii) by wire transfer of immediately available
funds with respect to outstanding Indebtedness of the Borrower under the Supplementary
Credits, and the Agent shall promptly pay to the Supplementary Credit Lender the amounts so
received by it from the Supplementary Credit Participating Lenders. The Agent shall notify the
Borrower of any participations in any Indebtedness of the Borrower under the Supplementary
Credits acquired pursuant to this Section 2.1 [(ii), and thereafter payments in respect of such
Indebtedness of the Borrower under the Supplementary Credits shall be made to the Agent and
not to the Supplementary Credit Lender. Any amounts received by the Supplementary Credit
Lender from the Borrower (or other party on behalf of the Borrower) in respect of any
Indebtedness of the Borrower under the Supplementary Credits after receipt by the
Supplementary Credit Lender of the proceeds of a sale of participations therein shall be promptly
remitted to the Agent; any such amounts received by the Agent shall be promptly remitted by the
Agent to the Supplementary Credit Participating Lender that shall have made their payments
pursuant to this paragraph and to the Supplementary Credit Lender, as their interests may appear.
The purchase of participations pursuant to this paragraph shall not relieve the Borrower of any
default in the payment of any Indebtedness of the Borrower so purchased.

2.12 Evidence of Indebtedness. The Agent shall open and maintain on its books
accounts evidencing the indebtedness of the Borrower hereunder. The Agent may debit
therein the amount of all such indebtedness and credit therein each payment on account of
such indebtedness by appropriate entries. The accounts kept by the Agent shall constitute
prima facie evidence of the indebtedness of the Borrower to the Agent and the Lenders
hereunder, the date each Drawdown was made by the Borrower and the amounts from time to
time paid by the Borrower on account of such indebtedness.

Article 3 - Repavment and Termination of the Credits

3.1 Operating Credit.

(N Revolving. Amounts borrowed under the Operating Credit may be repaid at any
time subject to U.S. Dollar LIBOR Loan, Letter of Credit and Hedging Contract maturities, and
amounts repaid may be reborrowed from time to time in accordance with the provisions hereof.

2) Repayment. The Borrower hereby unconditionally promises to pay (i) to the
Agent for the account of each Operating Lender the then unpaid principal amount of each
Operating Loan on the Operating Credit Maturity Date, (ii) to the Swingline Lender the then
unpaid principal amount of each Swingline Loan outstanding on the Operating Credit Maturity
Date, and (iii) to the Supplementary Credit Lender the then unpaid amount of all outstanding
Indebtedness under the Supplementary Credits on the Operating Credit Maturity Date.
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3.2 Mandatory Prepayments.

(D The Borrower shall prepay from time to time such amount of the outstanding
principal of the Operating Credit as is necessary in order to ensure that the amount outstanding
under the Operating Credit at any time, including (i) all U.S. Dollar-denominated Loans, (ii) the
U.S. Dollar Exchange Equivalent of all Cdn. Dollar-denominated Loans, and (iii) the face
amount of all Letters of Credit (using the U.S. Dollar-denominated Exchange Equivalent for any
Cdn. Dollar-denominated Letters of Credit) does not exceed the lesser of (A) the maximum
principal amount of the Operating Credit, and (B) the Borrowing Base. The Borrower shall
ensure that it chooses LIBOR Interest Periods of such durations, Letters of Credit with such
expiry dates and Hedging Contracts with such maturities as to permit such prepayments.

(2) In the event of any sale, transfer or other disposition (whether voluntary or
involuntary) of any assets (other than Inventory or non-material assets sold in the ordinary course
of business for fair market value) by any Group Party. including, for greater certainty, the
Carlingview Property and/or an Acceptable Bid, the Borrower shall, on the closing date of such
sale, transfer or other disposition. prepay (by payment to the Agent for the account of the
Lenders) an aggregate principal amount of Operating Loans and Tranche A Loans equal to the
amount of Net Proceeds, such Net Proceeds to be allocated amongst the Lenders in accordance
with Sections 3.2(3) and 3.2(4) of this Agreement.

(3) Prepayments of the Loans pursuant to Section 3.2(2) relating to any sale, transfer
or other disposition by any Group Party of any assets (other than the Goleniow Premises) shall
be applied (i) first, to the permanent prepayment of amounts outstanding under the Operating
Credit and the permanent cancellation of a corresponding portion of the Operating Credit, and
(ii) second to the permanent prepayment of the amortization payments required to be made under
Section 3.6 in respect of the Tranche A Credit, in inverse order of maturity.

@) Prepayments of the Loans pursuant to Section 3.2(2) relating to any sale, transfer
or other disposition by any Group Party of the Goleniow Premises shall be applied (i) first, to the
permanent prepayment of the amortization payments required to be made under Section 3.6 in
respect of the Tranche A Credit, in inverse order of maturity, and (ii) second to the permanent
prepayment of amounts outstanding under the Operating Credit and the permanent cancellation
of a corresponding portion of the Operating Credit.

33 [Intentionally Deleted].
3.4 Hedge Credit. The Hedge Credit may be terminated by the Supplementary

Credit Lender at any time. All amounts payable by the Borrower under Hedging Contracts
shall be paid by the Borrower to the Supplementary Credit Lender in accordance with the
terms of such contracts and Section 4.8.

3.5 VISA Credit. The VISA Credit and all availments thereunder are each subject
to the separate documentation entered into between the Borrower and the Supplementary
Credit Lender relating thereto.

3.6 Tranche A Credit. Principal amounts outstanding under the Tranche A Credit
shall be repaid by the Borrower in quarterly principal installments of US$137,500, on each

23687288.9

90



91

-35-

January 31, April 30, July 31 and October 31 prior to the Tranche A Credit Maturity Date
commencing ninety (90) days following March 2, 2018, with the remaining unpaid principal
amount of the Tranche A Loan to be due and payable on the Tranche A Credit Maturity Date;
provided that, the installment due on July 31, 2019 shall instead be due on August 2, 2019,

Article 4 - Interest, Fees, Letters of Credit and Hedging Contracts

4.1 Interest.

(H Computation of [nterest. The Borrower shall pay to the Agent or its order interest
on the principal amount of the Loans outstanding under the Credits from time to time, which
interest shall be calculated daily according to the regular practice of the Agent from, and
including, the date of advance of each Loan to, but excluding, the date of payment of such Loan,
at a rate of interest per annum equal to:

)] in the case of each Prime Rate Loan under the Operating Credit, the Prime
Rate plus 1.95% per annum;

(ii) in the case of each Base Rate Loan under the Operating Credit, the Base
Rate plus 1.95% per annum;

(iii) in the case of each U.S. Dollar LIBOR Loan under the Operating Credit,
the U.S. Dollar LIBOR Rate plus 3.70% per annum;

@iv) in the case of each amount outstanding under the VISA Credit, the interest
rate applicable thereto according to the separate documentation relating to
the relevant Supplementary Credit entered into between the
Supplementary Credit Lender and the Borrower; and

v) in the case of each U.S. Dollar LIBOR Loan outstanding under the
Tranche A Credit, the three month U.S. Dollar LIBOR Rate plus 4.00%
per annum.

(2)  Accrual and Payment. Interest on the amount of principal outstanding under each
Drawdown shall be payable in the currency of the Drawdown, shall accrue from day to day and
shall be payable: (i) in the case of a U.S. Dollar LIBOR Loan, on the last day of the applicable
LIBOR Interest Period and, if the applicable LIBOR Interest Period is longer than 90 days,
quarterly in arrears in accordance with the usual practice of the Agent; and (ii) in the case of a
Drawdown to which the Prime Rate or the Base Rate is applicable, monthly in arrears on the first
Banking Day of each month or otherwise in accordance with the usual practice of the Agent.
Interest shall be calculated on the basis of, in the case of a U.S. Dollar LIBOR Loan, a year of
360 days, and, in the case of a Drawdown to which the Prime Rate or the Base Rate is applicable,
the number of days actually elapsed divided by the number of days in the relevant calendar year.
For the purposes of this Agreement. whenever interest is calculated on the basis of a year of 360
days, each rate of interest determined pursuant to such calculation expressed as an annual rate for
the purposes of the Interest Act (Canada) is equivalent to such rate as so determined multiplied
by the number of days in the calendar year in which the same is to be ascertained and divided by
360.
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Maximum Interest Rate.

In the event that any provision of this Agreement would oblige the Borrower to
make any payment of interest or other amount payable hereunder in an amount
or calculated at a rate which would be prohibited by law or would result in a
receipt by the Agent or any Lender, as applicable, of interest at a criminal rate
(as such terms are construed under the Criminal Code (Canada)), then
notwithstanding such provision, such amount or rate of interest shall be deemed
to have been adjusted retroactively to such maximum amount or rate of interest,
as the case may be, as would not be so prohibited by law or so result in a receipt
by the Agent or any Lender, as applicable, of interest at a criminal rate, such
adjustment to be effected, to the extent necessary, as follows:

(a) firstly, by reducing the amount or applicable rate of interest payable
under Section 4.1(1) of this Agreement; and

(b) thereafter, by reducing any fees, commissions, premiums and other
amounts which would constitute interest for the purposes of Section 347
of the Criminal Code (Canada).

If, notwithstanding the provisions of clause (i) of this Section and after giving
effect to all adjustments contemplated thereby, the Agent or any Lender, as
applicable, shall receive an amount in excess of the maximum permitted by such
clause, then the Borrower shall be entitled, by notice in writing to the Agent or
the applicable Lender, as applicable, to obtain reimbursement from the Agent or
such Lender, as applicable, of an amount equal to such excess, and pending such
reimbursement such amount shall be deemed to be an amount payable by the
Agent or such Lender, as applicable, to the Borrower.

Any amount or rate of interest referred to in this Section shall be determined in
accordance with generally accepted actuarial practices and principles and, in the
event of dispute, a certificate of a Fellow of the Canadian Institute of Actuaries
appointed by the Agent shall be conclusive for the purposes of such
determination.

U.S. Dollar LIBOR Loans.

LIBOR Rate. Upon request by the Borrower by telephone, the Agent shall inform

the Borrower of the prevailing U.S. Dollar LIBOR Rate for one, two, three and six month
periods. If the Borrower wishes to obtain a U.S. Dollar LIBOR Loan, in addition to delivering
the required Drawdown Notice, the Borrower shall then confirm to the Agent the duration of the
U.S. Dollar LIBOR Interest Period to be applicable thereto, in which case the Agent will
forthwith ascertain the prevailing U.S. Dollar LIBOR Rate for such U.S. Dollar LIBOR Loan.
Upon expiry of a LIBOR Interest Period, subject to compliance with the other provisions of
Section 2.10, the relevant U.S. Dollar LIBOR Loan shall be rolled over into a Base Rate Loan
unless the Borrower has delivered the required Drawdown Notice within the time specified
therefor. If no such Rollover Drawdown is available on the maturity of a U.S. Dollar LIBOR
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Loan, the Borrower shall not be entitled to a Rollover Drawdown and shall be obligated to repay
the Outstanding Drawdown.

2) Lack of U.S. Dollar LIBOR Rate. If at any time prior to the commencement of a
LIBOR Interest Period, any Lender shall have determined in good faith and acting reasonably
(which determination shall be conclusive absent manifest error) that:

(i) by reason of circumstances affecting the London interbank eurocurrency market,
adequate and fair means do not exist for ascertaining the rate of interest
applicable to a Drawdown by way of a U.S. Dollar LIBOR Loan intended to be
outstanding during such LIBOR Interest Period; or

(i) deposits in U.S. Dollars for the duration of such LIBOR Interest Period are not
available to such Lender in the London interbank eurocurrency market in
sufficient amounts in the ordinary course of business having regard to its
aggregate funding requirements to all its customers;

then, from and after the date of such determination, the Borrower shall not have the right to
obtain or maintain a U.S. Dollar LIBOR Loan from such Lender and any maturing U.S. Dollar
LIBOR Loans made by such Lender will be rolled over into Base Rate Loans of such Lender
unless the Borrower otherwise notifies such Lender or the Borrower is not entitled to obtain a
Drawdown hereunder.

3) Return of LIBOR Rate. Any Lender which has invoked Section 4.2(2) shall
notify the Borrower within 10 Banking Days of becoming aware that the circumstances referred
to in Section 4.2(2) no longer exist. Upon receipt of such notice, the Borrower shall again have
the right in accordance with the provisions hereof to receive a U.S. Dollar LIBOR Loan from
such Lender.

“4) LIBOR Interest Periods. The following provisions shall apply to each LIBOR
Interest Period chosen by the Borrower in respect of a U.S. Dollar LIBOR Loan.

(i)  LIBOR Interest Periods shall be of such duration as to permit the Borrower to
make the prepayments and repayments required by this Agreement;

(i)  the first LIBOR Interest Period for a U.S. Dollar LIBOR Loan shall commence
on the day it is advanced by the relevant Lender and each subsequent LIBOR
Interest Period relating to such U.S. Dollar LIBOR Loan shall commence
forthwith upon the expiry of the immediately preceding LIBOR Interest Period
relating thereto; and

(ili)  the last day of each LIBOR Interest Period shall be determined in accordance
with the practices of the London interbank market as from time to time in effect.

4.3 Default Interest. Notwithstanding any other provision of this Agreement,
whenever an Event of Default has occurred and is continuing, each amount outstanding
hereunder shall bear interest, after as well as before judgment, at a rate per annum equal to the
rate otherwise applicable to such amount plus 2.00%.
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4.4 Agent’s Certificate. The Agent’s certificate as to each amount or each rate of
interest payable hereunder shall, in the absence of manifest error, be conclusive evidence of
such amount or rate.

4.5 Standby Fee. The Borrower shall pay to the Agent for the account of and
distribution to each Operating Lender in accordance with its Applicable Percentage a standby
fee of 0.35% per annum, calculated on the basis of a 365 day or 366 day, as applicable, year,
for the period commencing on the Restatement Date to and including the Operating Credit
Maturity Date, as it may be extended in writing (or such earlier date as the Operating Credit
Commitments shall have been terminated entirely), such rate being a rate per annum to be
applied against the average daily excess amount of the aggregate Operating Credit
Commitments over the aggregate Operating Credit Exposure. The standby fees on the
Operating Credit Commitments shall be payable quarterly in arrears on the first Banking Day
of each Reporting Quarter, commencing with the first Banking Day of the first Reporting
Quarter to commence after the Restatement Date.

4.6 Other Fees.

(1) Annual Fee. Commencing with the period May 16, 2019 to and including May
15, 2020, the Borrower shall pay to the Agent for the account of and ratable distribution to each
Operating Lender in accordance with each Operating Lender’s Applicable Percentage a non-
refundable annual fee in an aggregate amount of U.S.$80,000. Such annual fee shall be payable
in advance on May 16 (or the Banking Day closest to May 16) of each calendar year.

) Restructuring Fee. A restructuring fee in the amount of US$150,000 (the
“Restructuring Fee”) shall be immediately earned by the Lenders on the Restatement Date but
not payable until September 6, 2019. Upon payment, the Restructuring Fee shall be shared pro
rata amongst the Lenders based on their Applicable Percentage of the Operating Credit.

4.7 Letters of Credit.

(N The provisions of this Section 4.7 are subject in all respects to Section 2.2(i) of
this Agreement.

2) Any request for a Drawdown by way of Letter of Credit shall be accompanied by
the Issuing Bank’s usual documentation relating to the issuance and administration of letters of
credit, duly executed by the Borrower, and a letter of credit agreement between the Borrower and
the Shipper which is to be the beneficiary of the Letter of Credit, substantially in the form of the
letter of credit agreement attached hereto as Schedule 4.7 (provided that the Issuing Bank shall
have no duty to ensure that such documentation is enforceable by the Borrower).

3 Prior to issuance of a Letter of Credit, the Borrower shall pay to the Issuing Bank
a fee of 2.5% per annum, applied against the principal amount of such Letter of Credit for the
duration of its stated term on the basis of the actual number of days in the stated term,
commencing on, and including, the date the Issuing Bank issued the Letter of Credit and ending
on, but excluding, its stated expiry date. Such fee shall be subject to a minimum $250 figure or
U.S.$250 figure, as applicable. The Borrower shall also pay the Issuing Bank’s standard Letter
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of Credit charges for extensions, amendments and other services related to Letters of Credit plus
out of pocket expenses. All such fees shall be payable in the currency of the Letter of Credit.

(4)  The Borrower hereby irrevocably authorizes the Issuing Bank to make any
payments and to comply with any demands which may be claimed from or made upon the
Issuing Bank in connection with any Letter of Credit and which is in conformity with the terms
of the Letter of Credit without further authority from the Borrower. The Borrower hereby agrees
that, apart from the Issuing Bank’s obligation to ensure that any claims or demands upon the
Letter of Credit are made in accordance with the relevant terms of the Letter of Credit, it shall
not be incumbent upon the Issuing Bank to inquire or to take notice whether or not such
payments or demands claimed from or made upon the Issuing Bank in connection with any
Letter of Credit are properly made or to inquire or to take notice whether or not any dispute
exists between the beneficiary and the Borrower. The Borrower further agrees that any payment
which the Issuing Bank shall make in accordance with any Letter of Credit shall be binding upon
the Borrower and shall be accepted by the Borrower as conclusive evidence that the Issuing
Bank was liable to make such payment.

(5) If the Borrower is entitled to receive a Drawdown under the Operating Credit in
an amount equal to the amount paid or to be paid by the Issuing Bank or its agent or any party on
its behalf under any Letter of Credit presented for payment, any payment made by the Issuing
Bank in connection with any Letter of Credit shall be deemed to be a U.S. Dollar or Cdn. Dollar,
as applicable, Overdraft. If the Borrower is not entitled to such a Drawdown, it will reimburse
such amount to the Issuing Bank in immediately available funds.

(6) Where a Letter of Credit is issued under this Agreement, the Borrower shall not
make payment to the beneficiary under the Letter of Credit in respect of the sale proceeds due to
the beneficiary on the sale of pelts secured by the Letter of Credit.

(7) For the purposes of determining the Borrowing Base under this Agreement, the
principal amount of any Letter of Credit issued to a Shipper under this Agreement to secure the
purchase price payable to the Shipper on the sale of pelts consigned by the Shipper to the
Borrower shall be deemed to be a loan advance, and such Letter of Credit shall qualify as a
Shipper Pelt Loan Advance if it meets the requirements in the definition of such term.

(8) If any Letter of Credit is outstanding upon the Agent making a demand for
payment under the Operating Credit, the Borrower shall forthwith upon such occurrence pay to
the Issuing Bank an amount (the *“deposit amount™) equal to the undrawn principal amount of
such Letter of Credit, such deposit amount to be held by the Issuing Bank for application against
the indebtedness owing by the Borrower to the Issuing Bank in respect of any draw on such
Letter of Credit. In the event that the Issuing Bank is not called upon to make full payment on
such Letter of Credit prior to the expiry date thereof, the deposit amount, or such part of the
deposit amount as has not been paid out, shall be applied first to any other amounts payable
pursuant to the Documents and then to any other amounts owing by the Borrower to the Agent or
the Lenders. Any amount remaining shall be returned to the Borrower, together with interest
accrued thereon from the date of such deposit at the Issuing Bank’s usual rate for deposits in
such amount, within 14 days of the later of the expiry of the Letter of Credit and the date on
which all amounts payable pursuant to the Documents have been paid.
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(9)  The Borrower shall not retire any indebtedness relating to the principal amount of
a Letter of Credit until the earlier of (i) the return of such Letter of Credit to the Issuing Bank for
cancellation, (ii) the expiry date of such Letter of Credit and (iii) the provision of cash collateral
in the principal amount of the outstanding Letter of Credit or cash collateral otherwise
satisfactory to the Issuing Bank.

(10)  The Issuing Bank and the Swingline Lender shall be the same party. All
Drawdowns by way of Letters of Credit shall constitute availments of the Swingline
Commitment.

(11)  No Letter of Credit issued under the Operating Credit shall have an original term
to maturity extending past the Operating Credit Maturity Date.

4.8 Hedging Contracts.

(1) The provisions of this Section 4.8 are subject in all respects to Section 2.1(ii) of
this Agreement.

(2) Hedging Contracts are available only at the discretion of the Supplementary
Credit Lender and only in such currencies as the Supplementary Credit Lender may agree. Any
Hedging Contract requested by the Borrower under the Operating Credit shall be subject to the
Supplementary Credit Lender’s usual documentation for such contracts and such fees as the
Borrower and the Supplementary Credit Lender agree. No Hedging Contract shall have an
original term to maturity of more than 12 months unless the Agent shall have otherwise agreed in
writing.

(3) If any Hedging Contract is outstanding upon the occurrence of a Default or an
Event of Default or upon the termination of the Hedge Credit by the Supplementary Credit
Lender, the Supplementary Credit Lender may, in its sole discretion, terminate any or all such
contracts and any amounts due by the Borrower under such terminated contracts shall become
immediately due and payable to the Supplementary Credit Lender together with such amount as
the Supplementary Credit Lender may require to compensate it for any losses, costs or expenses
incurred by it as a result of the termination of such contracts (including any and all breakage
costs). Any such amount not paid when due shall bear interest at the rate specified in
Section 4.3.

“) The Supplementary Credit Lender shall determine (in accordance with its normal
practise) and advise the Borrower of the “at risk’ amount in respect of each Hedging Contract at
the time the Borrower makes a request therefor.

(5) On the maturity of each Hedging Contract and on each other payment date
specified therein (if any), the Borrower shall pay to the Supplementary Credit Lender any
amount due by the Borrower to the Supplementary Credit Lender pursuant to such contract. In
the event that the Borrower fails to give a proper Drawdown Notice to the Agent prior to any
such payment date, subject to compliance with the other provisions of Section 2.10, the
Borrower shall be deemed to have given notice of a Rollover Drawdown by way of Base Rate
Loan (for U.S. Dollar payment amounts) or Prime Rate Loan (for Cdn. Dollar payment amounts)
under the Operating Credit in the amount of the payment due. If no such Rollover Drawdown is
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available on such payment date, the Borrower shall not be entitled to a Rollover Drawdown and
shall be obligated to repay the Outstanding Drawdown.

(6)  The Supplementary Credit Lender will, if requested by any other Lender, provide
such other Lender with a quarterly report specifying the information regarding the Indebtedness

of the Borrower under the Supplementary Credits reasonably requested by such other Lender.

Article 5 - Payments

5.1 Place and Manner of Pavments.

(1) All payments to be made by the Borrower under the Documents shall be (i) made
to the Agent, the Swingline Lender or the Supplementary Credit Lender, as applicable, in the
currency of the Drawdown to which the payment relates unless otherwise specified herein, (i)
made in immediately available funds, and (iii) received by the Agent, the Swingline Lender or
the Supplementary Credit Lender, as applicable, not later than 3:00 p.m. (Toronto time) on the
due date at the Designated Branch. Any payment received after that time shall be deemed to
have been received on the next Banking Day. Whenever any payment hereunder is due on a day
which is not a Banking Day, the due date thereof shall be extended to the next Banking Day
unless such Banking Day falls in the next calendar month in which event the due date shall be
the preceding Banking Day. During any extension of the due date for payment of any principal
payable under the Documents, interest shall be payable on such principal at the rate or rates
payable in respect of the Drawdown. Forthwith upon receipt by the Agent of any payment made
to the Agent for the benefit of any Lender, the Agent shall pay each Lender its pro rata share
thereof. If any payment hereunder shall be due on a day that is not a Banking Day, the date for
payment shall be extended to the next succeeding Banking Day, and, in the case of any payment
accruing interest, interest thereon shall be payable for the period of such extension. All
payments under this Section 5.1 in respect of U.S. Dollar LIBOR Loans and Base Rate Loans
shall be made in U.S. Dollars. All other payments under this Section 5.1 shall be made in Cdn.
Dollars.

2) If at any time insufficient funds are received by and available to the Agent to pay
fully all amounts of principal, unreimbursed LC/LG Disbursements, interest and fees then due
hereunder, such funds shall be applied (i) first, towards payment of any amounts payable to the
Agent or any Lender pursuant to Sections 6.4, 6.5 and 12.1, (ii) second, towards payment of
interest and fees then due hereunder, rateably among the parties entitled thereto in accordance
with the amounts of interest and fees then due to such parties, and (iii) third, towards payment of
principal and unreimbursed LC/LG Disbursements then due hereunder, rateably among the
parties entitled thereto in accordance with the amounts of principal and unreimbursed LC/LG
Disbursements then due to such parties.

3) If any Lender shall, by exercising any right of set-off or counterclaim or
otherwise, obtain payment in respect of any principal of or interest on any of its Loans or
participations in LC/LG Disbursements or Swingline Loans or in respect of any Supplementary
Credit Exposure resulting in such Lender receiving payment of a greater proportion of the
aggregate amount of its Loans, participations in LC/LG Disbursements and Swingline Loans and
accrued interest thereon or of any Supplementary Credit Exposure than the proportion received
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by any other Lender, then the Lender receiving such greater proportion shall purchase (for cash
at face value) participations in the Loans, participations in LC/LG Disbursements and Swingline
Loans of other Lenders or Supplementary Credit Exposure owed to other Lenders (as applicable)
to the extent necessary so that, at all times following the occurrence of an Event of Default and
termination of the Commitments pursuant to Section 10.1, the benefit of all such payments shall
be shared by the Lenders rateably in accordance with the aggregate amount of principal of and
accrued interest on their respective Loans, and participations in LC/LG Disbursements,
Swingline Loans or Supplementary Credit Exposure; provided that (i) if any such participations
are purchased and all or any portion of the payment giving rise thereto is recovered, such
participations shall be rescinded and the purchase price restored to the extent of such recovery.
without interest, and (ii) this Section 5.1(3) shall not apply to any payment made by the
Borrower pursuant to and in accordance with the express terms of this Agreement or any
payment obtained by a Lender as consideration for the assignment of or sale of a participation in
any of its Loans or participations in LC/LG Disbursements to any assignee or participant, other
than to the Borrower or any Subsidiary or Affiliate thereof (as to which the provisions of this
paragraph shall apply).

4) Unless the Agent shall have received written notice from the Borrower prior to
the date on which any payment is due to the Agent for the account of the Lenders or the Issuing
Bank hereunder that the Borrower will not make such payment, the Agent may assume that the
Borrower has made such payment on such date in accordance herewith and may, in reliance upon
such assumption, distribute to the Lenders or the Issuing Bank, as the case may be, the amount
due. In such event, if the Borrower has not in fact made such payment, then each of the Lenders
or the Issuing Bank, as the case may be, severally agrees to repay to the Agent forthwith on
demand the amount so distributed to such Lender or Issuing Bank with interest thereon, for each
day from and including the date such amount is distributed to it to but excluding the date of
payment to the Agent, at the Prime Rate (if such amount is denominated in Cdn. Dollars) or at
the Base Rate (if such amount is denominated in U.S. Dollars).

(5) If any Lender shall fail to make any payment required to be made by it pursuant to
Section 5.1(4), then the Agent may, in its discretion (notwithstanding any contrary provision
hereof), apply any amounts thereafter received by the Agent for the account of such Lender to
satisfy such Lender’s obligations under such Section 5.1(4) until all such unsatisfied obligations
are fully paid.

5.2 Net Payments, etc. All payments by the Borrower, whether in respect of
principal, interest, fees or any other item shall be made in full without any deduction or
withholding (whether in respect of set off, counterclaim, duties, Taxes, charges or otherwise
whatsoever) unless the Borrower is prohibited by law from doing so, in which event the
Borrower shall:

(i) ensure that the deduction or withholding does not exceed the minimum amount
legally required;

(ii) forthwith pay to the Agent, the Swingline Lender or the Supplementary Credit
Lender, as applicable, such additional amount so that the net amount received by
the Agent, the Swingline Lender or the Supplementary Credit Lender, as

23687288.9

98



99

-43 -

applicable, will equal the full amount which would have been received by it had
no such deduction or withholding been made;

(ili)  pay to the relevant taxation or other authorities within the period for payment
permitted by applicable law the full amount of the deduction or withholding
(including, but without prejudice to the generality of the foregoing, the full
amount of any deduction or withholding from any additional amount paid
pursuant to this Section 5.2); and

(iv)  furnish to the Agent, the Swingline Lender or the Supplementary Credit Lender,
as applicable, within the period for payment permitted by applicable law, an
official receipt of the relevant taxation or other authorities involved for all
amounts deducted or withheld as aforesaid.

Article 6 - Change in Circumstances and Indemnities

6.1 Increased Costs. If at any time any Lender, in good faith and acting
reasonably, determines (which determination shall be conclusive absent manifest error) and
notifies the Borrower that any Applicable Law or official guideline (relating to capital
adequacy or otherwise and whether or not having the force of law), or any change therein
(including, but not limited to, a Change in Law) or in the interpretation or application thereof
by any authority charged with the administration thereof, including the Superintendent of
Financial Institutions for Canada, or by any court of competent jurisdiction or any compliance
by such Lender with any request, directive or guidelines of any applicable monetary, fiscal or
other governmental agency or authority, including the Superintendent of Financial Institutions
for Canada (whether or not having the force of law), has the effect in respect of any
Drawdown of*

(i) increasing the cost to such Lender of making, maintaining or funding such
Drawdown;

(ii) reducing the amount of principal, interest, fees or other amounts received or
receivable by such Lender hereunder or such Lender’s effective pre-Tax return
hereunder; or

(iii) causing such Lender to make any payment, or to forego any interest or other
return on or calculated by reference to, any sum received or receivable by such
Lender hereunder;

then in any such case, upon demand being made from time to time to the Borrower by such
Lender, the Borrower shall forthwith pay to such Lender such amount as shall compensate such
Lender for such additional cost, reduction, payment, foregone interest or other return. Such
Lender agrees to provide the Borrower with notice of any such change and such information
regarding the calculation of the amounts due as is provided to customers of such Lender
generally.

6.2 Unlawful, ete. Notwithstanding anything herein contained, if at any time
while any Drawdown is outstanding, any Lender determines in good faith and acting
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reasonably (which determination shall be conclusive absent manifest error) and notifies the
Borrower that, by reason of any Applicable Law or official guideline (whether or not having
the force of law), or any change therein or in the interpretation or application thereof by any
court of competent jurisdiction or by any governmental or other authority charged with the
administration thereof (including the Superintendent of Financial Institutions for Canada), it is
unlawful, impracticable or contrary to the direction of such court or any such authority for
such Lender to make, maintain or fund any Drawdown or to give effect to any of its related
obligations as contemplated hereby, such Lender, by such notice, may declare that such
obligations under this Agreement shall be terminated and the Borrower, if such Drawdown is
a Loan, shall repay at the end of such reasonable period as such Lender shall have notified to
the Borrower, the whole of such Loan together with all unpaid interest accrued thereon to the
date of repayment and all other unpaid amounts payable to such Lender hereunder in respect
of such Loan. If such Drawdown is a Letter of Credit, the Borrower shall provide such
Lender with an amount equal to the undrawn principal amount thereof, forthwith upon request
by such Lender, which amount shall be applied by such Lender as provided in Section 4.7(8).
If any such Applicable Law or official guideline, or such change therein, shall only affect a
portion of such Lender’s obligations under this Agreement which portion is, in the opinion of
such Lender, severable from the remainder of this Agreement so that the remainder of this
Agreement may continue in full force and effect without otherwise affecting any of the
obligations of such Lender under this Agreement or any other Document, such Lender shall
only declare its obligations under that portion so terminated.

6.3 Currency Indemnity. If. for the purposes of obtaining judgment in any court
in any jurisdiction with respect to this Agreement or any other Document, it becomes
necessary to convert into the currency of such jurisdiction (the “Judgment Currency”) any
amount due under this Agreement or under any other Document in any currency other than the
Judgment Currency (the “Currency Due™), then conversion shall be made at the rate of
exchange prevailing on the Banking Day before the day on which judgment is given. For this
purpose, “rate of exchange” means the rate at which the Agent is able, on the relevant date, to
purchase the Currency Due with the Judgment Currency in accordance with its normal
practice at its main branch. In the event that there is a change in the rate of exchange
prevailing between the Banking Day before the day on which the judgment is given and the
date of payment of the amount due, the Borrower will, on the date of payment, pay such
additional amounts, if any, as may be necessary to ensure that the amount paid on such date is
the amount in the Judgment Currency which when converted at the rate of exchange
prevailing on the date of payment is the amount then due under this Agreement or such other
Document in the Currency Due. If the amount of the Currency Due which the Agent is so
able to purchase is less than the amount of the Currency Due originally due to the relevant
Lender, the Borrower shall indemnify and save such Lender harmless from and against loss or
damage arising as a result of such deficiency. This indemnity shall constitute an obligation
separate and independent from the other obligations contained in this Agreement and the other
Documents, shall give rise to a separate and independent cause of action, shall apply
irrespective of any indulgence granted by the Agent or any Lender from time to time and shall
continue in full force and effect notwithstanding any judgment or order for a liquidated sum in
respect of an amount due under this Agreement or any other Document or under any judgment
or order.
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6.4 Environmental Indemnity. The Borrower shall at all times indemnify and
hold harmless the Agent and each Lender against and from any and all claims, liabilities,
suits, actions, debts, damages, costs, losses, obligations, judgments, charges and expenses, of
any nature whatsoever suffered or incurred by any such party as a result of or in connection
with any Credit whether upon realization of any security for any Credit, or as a lender to the
Borrower under this Agreement, or as successor to or assignee of any right or interest of the
Borrower or any of its Subsidiaries under this Agreement or in any other Document, or as a
result of any order, investigation or action by any Governmental Authority relating to the
Borrower or any of its Subsidiaries or the business or assets of the Borrower or any of its
Subsidiaries, or as mortgagee in possession, or as successor-in-interest to the Borrower or any
of its Subsidiaries by foreclosure deed or deed in lieu of foreclosure under this Agreement or
any other Document, under or on account of any Environmental Law, including the assertion
of any Security Interest thereunder, with respect to any one or more of the following:

(i)  the Release or threat of Release of a Contaminant, or the presence of any
Contaminant at, on or near any property owned, leased or controlled by the
Borrower or any of its Subsidiaries, whether or not the same originates or
emanates from such property or any contiguous real property;

(ii)  the Release of a Contaminant owned by, or under the charge, management or
control of the Borrower or any of its Subsidiaries or any predecessor or assignor
of the Borrower or any of its Subsidiaries, at a place other than property owned,
leased or controlled by the Borrower or any of its Subsidiaries;

(iii)  any costs of removal or remedial action incurred by any Governmental
Authority or any reasonable costs or damages incurred by any Person as a result
of injury to, destruction of, or loss of natural resources in relation to any real
property owned. leased or controlled by the Borrower or any of its Subsidiaries
or any contiguous real property or elsewhere, including reasonable costs of
assessing such injury, destruction or loss;

(iv) liability for personal injury or property damage arising under any statutory or
common law tort theory, including damages assessed for the maintenance of a
public or private nuisance or for the carrying on of a dangerous activity at, on or
near any property owned, leased or controlled by the Borrower or any of its
Subsidiaries or elsewhere: and

v) any other environmental matter within the jurisdiction of any Governmental
Authority,

provided that the foregoing indemnity shall not apply to any claims, liabilities, suits, actions,
debts, damages, costs, losses, obligations, judgments, charges and expenses suffered or incurred
by the Agent or any Lender arising, directly or indirectly, out of or in connection with the
negligence, fraud, wilful misconduct of, or breach of Environmental Law by, the Agent or any
Lender or any of their employees or agents, or a receiver, receiver-manager, trustee or any other
Person appointed by, on behalf of, or for the benefit of the Agent or any Lender. The Borrower’s
obligation under this Section 6.4 shall arise upon the discovery of the presence of any
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Contaminant, whether or not any Governmental Authority has taken or threatened any action in
connection with the presence of any Contaminant. The Borrower shall be liable for any
obligation arising under this Section 6.4 even if the amount of liability incurred exceeds the
amount of the Credits outstanding or available at any time.

6.5 General Indemnity.

(1) Inaddition to all the rights and remedies available to the Agent and any Lender at
law or in equity, but without duplication of Section 6.4 above, the Borrower shall indemnify the
Agent and any Lender and their successors and permitted assigns and their respective affiliates,
shareholders, officers, directors, employees, agents, consultants, representatives and counsel
(collectively, the “Indemnified Persons™) and save and hold each of them harmless against and
pay on behalf of, or reimburse each of them for, any obligation, loss, liability, demand, claim,
action, cause of action, cost, damage, deficiency, Tax (including any Taxes imposed with respect
to such indemnity payments), penalty, fine or expense, whether or not arising out of any claims
by or on behalf of the Borrower or any other Person, including interest, penalties, reasonable
lawyers’ fees and expenses and all amounts paid in investigation, defence or settlement of any of
the foregoing (collectively “Losses™) which any such party may suffer, sustain, or become
subject to, as a result of, in connection with, relating to or arising out of any investigation,
litigation or proceeding or by virtue of the Credits, including:

(i)  any misrepresentation or breach of warranty on the part of the Borrower under
Article 8 of this Agreement;

(ii) without duplication of Section 6.5(1)(i) above, any misrepresentation in or
omission from any of the representations, warranties, statements, Schedules and
exhibits in or to this Agreement or any other Document or any certificate or
other instrument or document furnished to the Agent or any Lender by the
Borrower pursuant to any Document;

(iii) any non-fulfilment or breach of any covenant or agreement on the part of the
Borrower or any of its Subsidiaries under any Document;

(iv)  any claim (whenever made) arising out of, relating to, resulting from or caused
by any transaction, status, event. condition, occurrence or situation relating to,
arising out of or in connection with (a) the execution, performance and delivery
of the Documents and any other documents and agreements contemplated
thereby, (b) any actions taken by any of the Indemnified Persons pursuant to this
Agreement or any of the Documents or any of the documents and agreements
contemplated hereby and thereby, or (¢) any inaction in respect of, or omission
to do, any act legally or otherwise required of the Borrower;

provided that the foregoing indemnity shall not apply to any Losses suffered or incurred by any
Indemnified Person arising, directly or indirectly, out of or in connection with the negligence,
fraud or wilful misconduct of such Indemnified Person or a receiver, receiver-manager, trustee or
any other Person appointed by, on behalf of, or for the benefit of such Indemnified Person, in
each case, as determined by a final non-appealable judgment of a court of competent jurisdiction.
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2) If for any reason the indemnity provided for in this Section 6.5 is not available to
any Indemnified Person or is not sufficient to hold each such Indemnified Person harmless from
all such Losses arising with respect to the transactions contemplated by this Agreement or
otherwise intended to be indemnified hereby. then the Borrower shall contribute to the amount
paid or payable in respect of such Loss in such proportion as is appropriate to reflect not only the
relevant benefits received by the Borrower on the one hand and such Indemnified Person on the
other, but also the relevant fault of the Borrower and the Indemnified Person as well as any
relevant equitable considerations. In addition. the Borrower agrees to reimburse each
Indemnified Person upon demand for all reasonable expenses (including legal counsel fees)
incurred by such Indemnified Person or any other Person in connection with investigating,
preparing or defending any such action or claim. The indemnity, contribution and expense
reimbursement obligations that the Borrower has under this Section 6.5 shall be in addition to
any liability that the Borrower may otherwise have, whether under this Agreement or otherwise.
The Borrower further agrees that the indemnification and reimbursement commitments set forth
in this Agreement shall apply whether or not the relevant Indemnified Person is a formal party to
any such lawsuit, claim or any other proceeding.

3) Any indemnification of the Agent, any Lender or any other Indemnified Person
by the Borrower pursuant to this Section 6.5 shall be effected by wire transfer of immediately
available funds from the Borrower to an account designated by the Agent, any Lender or any
other Indemnified Person, as applicable, within 15 days after the determination thereof.

6.6 Third Party Beneficiaries. Any indemnities set forth in this Agreement in
favour of any indemnified parties other than the Agent are held by the Agent in trust for each
of the other indemnified parties.

6.7 Agent and Lenders Not Liable. The Borrower agrees that neither the Agent
nor any Lender shall be liable to the Borrower for any Losses which the Borrower or any of
its Subsidiaries may suffer, sustain or become subject to, as a result of, in connection with,
relating or incidental to or by virtue of any action taken or not taken or anything done or not
done by the Agent or any Lender under or in respect of any Document or any Drawdown,
save and except for any such Losses which resulted primarily out of or which were based
primarily upon the Agent’s or a Lender’s negligence, fraud or wilful misconduct, it being
agreed that the negligence, fraud or wilful misconduct of the Agent or any Lender shall not
affect the rights of any other party under this Section 6.7,

6.8 Security. Payment of all amounts payable by the Borrower to any Person
under this Article 6 shall be secured by the Security. In order to give effect to the terms
hereof and notwithstanding any contrary provision contained in any other agreement, all of
the Security shall continue in effect until all principal, interest and other amounts payable to
the Agent and the Lenders under each of the Documents have been received by the Agent and
the Lenders. Notwithstanding the provisions of this Section 6.8, the Security shall continue to
be effective or be reinstated, as the case may be, if at any time any amount received by the
Agent or any Lender in respect of any of the Credits or any Document is rescinded or must
otherwise be restored or returned by the Agent or any Lender upon the occurrence of a
Bankruptcy Event with respect to the Borrower or any of its Subsidiaries, all as though such
payments had not been made.
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Survival. The obligations of the Borrower under this Article 6 shall survive

the execution and delivery of this Agreement, the consummation of the transactions
contemplated hereby, the payment of all Drawdowns and the termination of the Operating
Credit indefinitely, regardless of any investigation, enquiry or examination made for or on
behalf of, or any knowledge of the Agent, any Lender and/or any of the other Indemnified
Persons or the acceptance by the Agent or any Lender of any certificate or opinion.

7.1

Article 7 - Conditions Precedent

Closing. The closing of the transaction contemplated herein shall take place at

the offices of Blake, Cassels & Graydon LLP on the Restatement Date.

7.2

Conditions Precedent to Closing. The obligation of the Lenders to continue

to make the Credits available as provided for and subject to the terms and conditions herein is
subject to the fulfilment of the following conditions precedent to the satisfaction of the
Lenders, acting reasonably, on or prior to the Restatement Date, it being understood that the
said conditions are included for the exclusive benefit of the Lenders and may be waived in
writing in whole or in part by the Lenders at any time:

(D)
(i)

23687288.9

Security.

Borrower. The Borrower shall have delivered to the Agent the following security
(or, as applicable, a confirmation of the relevant security) as valid and continuing
security for the obligations of the Borrower to the Agent and the Lenders under
this Agreement:

(a) a general security agreement;
(b) a general security agreement (U.S. form);

(c) a $100,000,000 first floating charge debenture over the assets of the
Borrower;

(d) a pledge agreement pursuant to which the debenture referred to above is
pledged to the Agent;

(e) a securities pledge agreement over all shares in the capital of NAFA US;

® security under Section 427 of the Bank Act (Canada);

(g) a subordination and postponement in favour of the Agent and Lenders of

the Borrower’s mortgage granted by NAFA NS in respect of NAFA
Farms; and

(h) such other documentation as may be required by the Agent in order to
ensure a good and valid security interest (or equivalent in any foreign
jurisdiction) in all assets of the Borrower,
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all in form and substance satisfactory to the Lenders and their counsel, acting
reasonably.

(i)  Credit Parties. Each other Credit Party shall have delivered to the Agent the
following security (or, as applicable, a confirmation of the relevant security) as
valid and continuing security for the obligations of such Credit Party to the Agent
and the Lenders under this Agreement and its guarantee:

(a)

(b)
(c)

(i)

(ifi)

(iv)

)

(d)

(e)

a guarantee (or foreign law equivalent) of all indebtedness of the
Borrower to the Lenders and the Agent;

a general security agreement (or foreign law equivalent); and

a collateral mortgage over its owned and leased real property (other than,
in the case of NAFA Properties, the leased property located at 567 Henry
Avenue, Winnipeg. Manitoba R3A 0T8), and such mortgage shall be
properly registered (or subject to satisfactory arrangements to become
properly registered) on the Restatement Date, including the following:

in the case of NAFA Properties, a collateral mortgage over the
Carlingview Property;

in the case of NAFA Properties, a collateral mortgage over its
leasehold interest in the property located at 65 Skyway Avenue,
Toronto, including the consent from the applicable landlord(s);

in the case of NAFA NS, a collateral mortgage over NAFA
Farms;

in the case of NAFA Stoughton, a collateral mortgage over its
property located at 1600 Williams Drive, Stoughton, Wisconsin;
and

in the case of NAFA US, a collateral mortgage over its property
located at 205 Industrial Circle, Stoughton, Wisconsin;

in the case of NAFA Polska Sp.Z oo, (1) a Polish law agreement on the
establishment of registered pledge over set of rights and (2) a Polish law
agreement on the establishment of registered pledge over assets; and

such other documentation as may be required by the Agent in order to
ensure a good and valid security interest (or equivalent in any foreign

jurisdiction) in all assets of the relevant Credit Party;

all in form and substance satisfactory to the Lenders and their counsel, acting

reasonab
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(iii)  Assignment and Postponement of Claims. The Subordinated Lenders shall have
delivered to the Agent full postponements of all payments (whether on account
of principal, interest, fees or otherwise), both in respect of any claims against the
Borrower and in respect of any claims against any Affiliate of the Borrower, in
form and substance satisfactory to the Lenders and their counsel, in their sole
discretion provided, however, that such postponements shall not apply to
(A) Permitted Interest Payments, (B) Permitted Pelt Supplier Payments,

(C) annually, payments of the amount of net income of North American Fur
Association for the immediately preceding fiscal year to the extent that such net
income is held by the Borrower and has not previously been the subject of a
payment or payments by the Borrower to North American Fur Association, and
(D) management fees payable by the Borrower to NAFA Parent and referenced
in, and permitted by, Section 9.1(22) of this Agreement, in each case, subject to
the Cash Flow Forecast.

2) Registration of Security. Subject to Section 9.1(45), all Security shall have been
registered in all Canadian, U.S. and Polish offices in which, in the opinion of the Lenders acting
reasonably, registration is necessary or of advantage to preserve the priority of the Security
Interests intended to be created thereby and duplicate copies of such security instruments bearing
or accompanied by appropriate endorsements or certificates of registration shall have been
delivered to the Agent.

3) Other Documentation. The Borrower shall have entered into and delivered to the
Agent an executed copy of this Agreement and such other documents relative to this Agreement
and the transactions contemplated herein as the Agent may reasonably require.

4 Corporate Proceedings. All proceedings to be taken by any Credit Party in
connection with the transactions contemplated by the Documents shall be satisfactory in form
and substance to the Agent and the Lenders, acting reasonably, and the Agent and the Lenders
shall have received certified copies of all documents which they may reasonably request in
connection with such transactions and of the records of all corporate proceedings in connection
therewith.

%) Representations and Warranties. The representations and warranties contained in
Article 8 (except as affected by transactions contemplated by this Agreement) shall be true and
correct on and as of the Restatement Date with the same effect as though made on and as of such
date and the Borrower shall have delivered to the Agent a certificate to such effect, dated such
date and signed on its behalf by a Senior Officer.

(6) Insurance.

(i)  The Agent shall have received a certificate from a firm of independent brokers
satisfactory to the Agent and the Lenders and dated as of the Restatement Date
setting forth the insurance obtained by the Borrower and any of its Subsidiaries in
accordance with the provisions of this Agreement and stating that in the opinion
of such firm, such insurance complies with the provisions of this Agreement and
is in full force and effect.
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(i)  The Agent shall have received certificates of insurance for, or certified copies of,
all insurance policies of the Borrower and any of its Subsidiaries, which
certificates or policies, as the case may be, shall show the Agent as loss payee as
its interests may appear or, in the case of liability policies, additional insured.

(i) If required by the Agent, a firm of independent insurance consultants selected by
the Agent shall have conducted a review of all such insurance to confirm that such
insurance complies with the provisions of this Agreement.

0 No Change in Applicable Law. The Agent and each Lender shall be satisfied that
there shall not have occurred on or before the Restatement Date any change in any Applicable
Law or the interpretation thereof by any authority charged with the administration thereof or by
any court which in the opinion of counsel for the Agent would make it unlawful or impossible
for the Agent or any Lender to advance funds hereunder.

8) Opinion from Borrower’s Canadian Counsel. The Agent and the Lenders shall
have received from each of Blaney McMurtry, Canadian counsel for the Borrower, Axley
Brynelson, LLP, Wisconsin counsel for the Borrower, and Domanski Zakrzewski Palinka sp k.,
Polish counsel for the Borrower, Richards, Layton & Finger P.A., Delaware counsel for the
Borrower, and Burchell MacDougall, Nova Scotia counsel for the Borrower, an opinion dated
the Restatement Date, as to such matters and in form and substance satisfactory to the Agent and
the Lenders, acting reasonably. If a Document creates an encumbrance over the interest of a
Credit Party in any real property, the legal opinions to be delivered to the Agent shall include
opinions as to the title of the applicable Credit Parties to such real property and the priority of
such encumbrance (or, in the alternative, the Borrower may deliver to the Agent a title insurance
policy in form and substance satisfactory to the Administrative Agent as to such real property).

9 Borrowing Base Certificate. The Borrower shall have delivered to the Agent a
Borrowing Base Certificate which is acceptable to the Agent.

(10) Interest and Fees. The Borrower shall have paid (i) all interest and fees
outstanding under the Existing Credit Agreement, and (ii) all fees payable hereunder on or prior
to the Restatement Date.

(11)  Consents. The Borrower shall have provided evidence to the Agent that the
Borrower has obtained all consents and approvals required of any regulatory agencies in
connection with this Agreement and the transactions contemplated hereby.

(12)  Due Diligence. The Agent and each Lender shall have completed its due
diligence review and shall be satisfied with the liabilities, assets, prospects and operations of the
Borrower and its Subsidiaries (including analysis of financial, consignment (including the
contractual arrangements of the Borrower and its Subsidiaries with pelt consignors and title to
consigned pelts and related Buyer Accounts Receivable), tax, legal, industry, competition and
environmental issues) and the terms of all material contracts (including the shareholders
agreement, share purchase agreement and employment contracts referred to above).

(13)  Material Contracts. The Agent and each Lender shall have received a copy of
each Material Contract together with a certificate of a Senior Officer of the Borrower stating that
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each such copy is true and complete and that each such agreement has not been amended and
remains in full force and effect.

(14)  Disclosure of Information. The Agent and each Lender shall have received such
financial and other information relating to the Borrower and its Subsidiaries, and any other
guarantor, as the Agent shall have reasonably requested.

(15)  Security Registration Searches. The Agent and each Lender shall be satisfied
with the results of all searches conducted to ensure the priority of the security interests
constituted by the Security, subject only to encumbrances acceptable to the Agent and each
Lender.

(16) No Material Adverse Effect. The Agent and each Lender shall be satisfied that ,
except as disclosed in the Cash Flow Forecast, nothing has occurred which the Agent or any
Lender has determined is likely to have a material adverse effect on the business, operations and
prospects of the Borrower, or its Subsidiaries or the rights and remedies of the Agent or the
Lenders.

(17)  Transaction Costs. The Agent shall be satisfied with all arrangements regarding
the payment on the Restatement Date of all costs associated with the transactions contemplated
hereby.

(18)  Cash Flow Forecast. The Agent shall have received the Cash Flow Forecast,
which shall be in form and substance satisfactory to the Agent and attached as Schedule 1.1.23 to
this Agreement, and shall include, without limitation, a list of all Kit Loans to be advanced,
including the date of the proposed advance. the amount of the proposed advance, the Rancher to
whom the proposed advance would be made and the location of such Rancher (the “Kit Loans
List™).

(19)  The Borrower shall have engaged KPMG LLP (Corporate Finance) on terms and
conditions satisfactory to the Agent, to conduct a directed/targeted sale process for the Group
Party’s business as a whole or the Group Party’s European business in accordance with the Sale
Milestones (the “Sale Process™).

(20) CCC Agreement. The Borrower and NAFA US shall have entered into a CIBC
commetrcial and corporate banking financing services agreement (including an agreement for
cash management services and a centralized cash control services — multi-party schedule,
including all appendices thereto), in form and substance satisfactory to the Agent (the “CCC
Agreement”), and the Agent shall have received in respect of such CCC Agreement, a legal
opinion from counsel to the Borrower and NAFA US with respect to such agreement,
satisfactory to the Agent, acting reasonably.

(21)  Red Rock Insurance Policy. The Borrower shall have paid the premium for the
extension of the Red Rock Insurance Policy to July 31, 2019.

(22) KYC Information. The Lenders shall have received all documentation and other
information required by bank regulatory authorities under applicable “know your customer” and
anti-money laundering rules and regulations.
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(23)  The Borrower shall have delivered such other documents as the Agent may
reasonably request on behalf of the Lenders.

7.3 Conditions Precedent to Drawdowns. The obligation of the Lenders to make
each Drawdown and each Rollover Drawdown under the Operating Credit or Tranche A
Credit is subject to fulfilment of the following conditions precedent on or prior to the date of
such Drawdown or Rollover Drawdown, it being understood that the said conditions are
included for the exclusive benefit of the Lenders and may be waived in writing in whole or in
part by the Lenders at any time:

(D Notice. In the case of each Drawdown and each Rollover Drawdown, the
Borrower shall have provided the Agent with the Drawdown Notice, if any, required by
Section 2.6.

2) Representations and Warranties. The representations and warranties contained in
Article 8 shall be true and correct on and as of the date of Drawdown with the same effect as
though made on and as of such date.

Article 8 - Representations and Warranties

8.1 Representations and Warranties of the Borrower. To induce the Agent and
the Lenders to enter into this Agreement, to continue the Credits as provided for and subject to
the terms and conditions herein and to permit Drawdowns and Rollover Drawdowns
hereunder, the Borrower represents and warrants to the Agent and the Lenders, upon each of
which representations and warranties the Agent and the Lenders specifically relies, as follows:

(1) Due Incorporation, etc. Each Group Party is a duly organized, is validly
subsisting under the laws of its jurisdiction of organization and is duly authorized and licensed to
own its properties and to carry on its business as presently owned and carried on by it in each
jurisdiction in which the failure to be so authorized and licensed would have a material adverse
effect on its business or financial condition.

(2) Corporate Power. Each Credit Party has the corporate power and authority to
enter into and perform its obligations under the Documents executed by it. Each Credit Party has
taken all necessary corporate action to authorize the execution, delivery and performance of the
Documents executed by it, to create the Security Interests contemplated by the Documents
executed by it, and, in the case of the Borrower, to permit it to borrow money hereunder.

3) Due Execution, etc. This Agreement and each of the documents comprising the
Security to which any Credit Party is a party has been duly authorized, executed and delivered by
such Credit Party and each Document to which any Credit Party is a party constitutes a valid and
binding obligation enforceable against such Credit Party in accordance with its terms subject to
any applicable bankruptcy. reorganization, winding-up, insolvency, moratorium or other similar
laws of general application affecting the enforcement of creditors’ rights from time to time in
effect and subject to the principles of equity. Each of the documents comprising the Security to
which any Credit Party is a party creates in favour of the Agent a valid, binding and perfected
Security Interest on all of the right, title and interest of such Credit Party in all of the Collateral
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which is the subject matter thereof and such Security Interests have first priority for all purposes
over any other Security Interests in the Collateral other than Permitted Encumbrances.

(4)  Qualification, Licences, etc. Each Group Party has obtained all licenses, permits
and approvals from any and all governments, governmental commissions, boards or other
agencies required in respect of the operation of its business in the ordinary and normal course
with the exception of those that are immaterial or that could be obtained in a reasonable time and
at reasonable expense and convenience.

%) Subsidiaries. NAFA Parent’s Subsidiaries and the ownership of such Subsidiaries
are as set out in Schedule 8.1(5) to this Agreement. No Group Party has any agreement of any
nature to acquire any corporation that would be a Subsidiary. No Group Party is a partner in any
partnership or a party to any joint venture or a party to any agreement pursuant to which it has
agreed to become a partner in any partnership or a party to any joint venture.

(6)  Litigation. There are no actions, suits or proceedings pending or threatened
against or affecting any Group Party at law or in equity or before or by any court, arbitrator or
Governmental Authority, domestic or foreign. which would result in any material adverse change
in the business, operations, prospects, property or assets of the Borrower on a consolidated basis,
or in the Borrower’s condition, financial or otherwise, all on a consolidated basis, or in the
ability of any Credit Party to perform its obligations under the Documents; and no Group Party is
in default with respect to any judgment, order, writ, injunction, decree, award, rule or regulation
of any court, arbitrator or Governmental Authority, domestic or foreign, which, either separately
or in the aggregate, would result in any such material adverse change in respect of the Borrower
on a consolidated basis.

7 Burdensome Provisions, etc. No Group Party is a party to any agreement or
instrument, or subject to any corporate restriction or any judgment, order, writ, injunction,
decree, award, rule or regulation, which materially adversely affects or, to its knowledge in the
future may reasonably be expected to materially adversely affect, its business, operations,
prospects, properties or assets of the Borrower on a consolidated basis, or the condition, financial
or otherwise, of the Borrower on a consolidated basis, or the ability of any Credit Party to
perform its obligations under the Documents to which it is a party.

8 Default. No Group Party is in default beyond any period of grace with respect
thereto under any instrument evidencing any indebtedness which is material to the Borrower on a
consolidated basis or under the terms of any instrument pursuant to which an instrument
evidencing any such material indebtedness has been issued or made and delivered.

(9)  No Default, etc. The execution and delivery of the Documents to which any
Credit Party is a party, the consummation of the transactions therein contemplated, and the
compliance with the terms, conditions and provisions thereof:

(i) do not conflict with, and will not conflict with, or result in, and will not result in,
any breach of, or constitute a default under any of the provisions of the charter
documents or by-laws of such Credit Party;
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(ii) do not conflict with, and will not conflict with, or result in, and will not result in,
any material breach of, or constitute a material default under, any agreement or
instrument to which such Credit Party is a party or by which such Credit Party
or any of its properties or assets are bound; and

(ili)  except as contemplated by this Agreement, do not result in, and will not result
in, the creation or imposition of any Security Interest upon any of the properties
or assets of such Credit Party or in the contravention of any Applicable Law.

(10) Consents. No consent, approval or authorization of, or declaration, registration,
filing or qualification with, or giving of notice to, or taking of any other action in respect of, any
Governmental Authority or any other Person is required in connection with the execution and
delivery and enforcement of the Documents to which any Credit Party is a party or the
consummation of any of the transactions contemplated thereby or the realization of any
Collateral under the Security except (i) such consents as have been obtained, (ii) such consents as
are required by the Documents, and (iii) such filings as have been completed, copies of which
have been provided to the Agent.

(11) Taxes. Each Group Party has filed or caused to be filed all tax returns which, to
the knowledge of such Group Party, are required to have been filed, and has paid all Taxes
shown to be due and payable on said returns or on any assessments made against it or any of its
property and all other Taxes, fees or other charges imposed on it or any of its property by any
Governmental Authority (other than those the amount or validity of which is currently being
contested in good faith by appropriate proceedings and with respect to which reserves in
conformity with GAAP have been provided in its books); and to the knowledge of each Group
Party no tax liens have been filed and no claims are being asserted with respect to any such
Taxes, fees or other charges.

(12) Financial Statements. The Borrower has furnished the Agent with its most recent
consolidated audited financial statements. Such financial statements have been prepared on a
consolidated basis and in accordance with GAAP applied on a basis consistent with preceding
periods, except as stated therein or in the notes thereto. The consolidated balance sheet of the
Borrower contained in such financial statements represents fairly the consolidated financial
position of the Borrower as at the date thereof and the consolidated statement of profit and loss
of the Borrower contained in such financial statements presents fairly the results of the
consolidated operations of the Borrower for the periods indicated.

(13)  Contingent Liabilities and Debt. No Group Party has any contingent liabilities
which are material to the Borrower on a consolidated basis which are not disclosed on or referred
to in the financial statements most recently delivered to the Agent nor has any Group Party
incurred any indebtedness for money borrowed or credit advanced which is material to the
Borrower on a consolidated basis and which is not disclosed on or reflected in such statements,
other than indebtedness incurred by or credit extended to it in the ordinary course of business.

(14) Material Adverse Change. Except as disclosed in the Cash Flow Forecast, (i)
there has been no material adverse change in the financial condition of the any Group Party
which would be material to the Borrower on a consolidated basis, and (ii) none of the business,
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operations, properties, condition (financial or otherwise) or prospects of any Group Party or any
Affiliate of the Borrower has been materially and adversely affected so as to materially and
adversely affect the Borrower on a consolidated basis as a result of any act or event including,
without limitation, fire, accident, strike, expropriation or act of any Governmental Authority.

(15)  Authorized Capital. The authorized capital of each Group Party, and all
outstanding share capital of each Group Party., is as set out in Schedule 8.1(15). There are no
outstanding warrants, options or rights to purchase or otherwise acquire any such shares and no
securities convertible into or exchangeable for any such shares. All issued shares have been duly
allotted and issued and are fully paid and non-assessable and are so owned free and clear of any
Security Interest.

(16)  Title to Properties. Each Group Party has good and marketable title to its
properties and assets subject to no Security Interests except the Permitted Encumbrances.

(17) ~ Real Property. No Group Party owns any real property or has any interests
therein other than the properties listed in Section 8.1(19) and it is not bound by any agreement to
own or lease any real property except in respect of such properties.

(18)  Property. The documents comprising the Security, including the Schedules
thereto (if any), contain accurate descriptions of all of the material assets of each Group Party.

(19)  Location of Assets.

(i) The Borrower has offices or other premises only at the following addresses: (i) 65
Skyway Avenue, Toronto, Ontario MOW 6C7, (ii) 500 Carlingview Drive,
Toronto, Ontario MOW 5R3, and (iii) and 567 Henry Avenue, Winnipeg,
Manitoba R3A 0T8.

(i)  The Borrower has Inventory (other than Inventory in transit) only in the following
jurisdictions: Ontario, Manitoba and Wisconsin.

(iii)  The Borrower holds consignment inventory for periods of more than three days
only in the following jurisdictions: Ontario, Manitoba, the United States, Poland
and The Netherlands.

(iv) The Borrower has or may have Ranchers to whom Rancher Livestock Loan
Advances have been made by the Borrower only in Canada, the United States,
Uruguay and member countries of the European Union.

(v)  Each other Group Party member has offices or other premises only at the
following addresses:

(A) NAFA Parent — 65 Skyway Avenue, Toronto, Ontario

(B) North American Fur Auctions (US) Inc. - 205 Industrial Circle, Stoughton,
Wisconsin, U.S.A.
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(C) NAFPRO LLC - 205 Industrial Circle, Stoughton, Wisconsin, U.S.A.

(D) NAFA Polska Sp.Z 0o - ul. Granitowa 10 Lozienica, 72-100 Gm.
Goleniow, Poland

(E) NAFA Properties Inc. — 65 Skyway Avenue, Toronto, Ontario

(F) NAFA Properties (US) Inc. — 920 N King Street, Wilmington, Delaware,
US.A.

(G) NAFA Properties Stoughton LLC — 205 Industrial Circle, Stoughton.
Wisconsin, U.S.A.

(H) 3306319 Nova Scotia Limited — (i) 710 Prince Street, Truro, Nova Scotia,
Canada, (ii) P.O.Box 40, Weymouth, Nova Scotia, (iii) 569 Middle Cross
Road, Roxville, N.S., and (iv) 241 Riverdale Road, Riverdale, N.S.

(I) NAFA Europe Co-operatief UA — Sprokkeveld 5-6596DH, Milsbeek,
Holland

(J) NAFA Europe B.V. — Sprokkeveld 5-6596DH, Milsbeek, Holland

(vi)  Each other Group Party member has Inventory (other than Inventory in transit)
only in the following jurisdictions:

(A) NAFA Parent — None

(B)  North American Fur Auctions (US) Inc. - Wisconsin

(C) NAFPRO LLC - Wisconsin

(D) NAFA Polska Sp.Z oo - Poland

(E) NAFA Properties Inc. — None

(F)  NAFA Properties (US) Inc. — None

(G)  NAFA Properties Stoughton LLC — None

(H) 3306319 Nova Scotia Limited — (i) 710 Prince Street, Truro, Nova Scotia.
Canada, (ii) P.O.Box 40, Weymouth, Nova Scotia, (iii) 569 Middle Cross
Road, Roxville, N.S., and (iv) 241 Riverdale Road, Riverdale, N.S.

q)) NAFA Europe Co-operatief UA — None

) NAFA Europe B.V. - None

(vii)  Each other Group Party member holds consignment inventory on behalf of the
Borrower for periods of more than three days only in the following jurisdictions:
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(A) NAFA Parent — None

(B)  North American Fur Auctions (US) Inc. - Wisconsin

(C)  NAFPRO LLC - Wisconsin

(D)  NAFA Polska Sp.Z oo - Poland

(E) NAFA Properties Inc. — 65 Skyway Avenue, Toronto, Ontario, Canada
F NAFA Properties (US) Inc. — None

(G)  NAFA Properties Stoughton LLC — 205 Industrial Circle, Stoughton,
Wisconsin, U.S.A.

(H) 3306319 Nova Scotia Limited — None
(I NAFA Europe Co-operatief UA — None
Q) NAFA Europe B.V. — None

No Group Member (other than the Borrower) has or may have Ranchers to
whom Rancher Livestock Loan Advances have been made.

The countries in which any Group Party holds assets with an aggregate value
exceeding U.S.$50,000 are as follows:

(A) Borrower — Canada

(B)  NAFA Parent - None

(C)  North American Fur Auctions (US) Inc. — U.S.A.
(D) NAFPROLLC- U.S.A.

(B) NAFA Polska Sp.Z oo — Poland

(F)  NAFA Properties Inc. — Canada

(G)  NAFA Properties (US) Inc. — None

(H)  NAFA Properties Stoughton LLC — 205 Industrial Circle, Stoughton,
Wisconsin, U.S.A

D 3306319 Nova Scotia Limited — Canada
D NAFA Europe Co-operatief UA — None

)] NAFA Europe B.V. — The Netherlands
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(20)  Conditions Precedent. Each Group Party is in compliance with all conditions
precedent to closing set out in Section 7.2 which have not been waived in writing by the Agent
and, if a Drawdown has been requested, each Group Party is in compliance with all conditions
precedent to Drawdown set out in Section 7.3 which have not been waived in writing by the
Agent.

(21)  Insurance. Schedule 8.1(21), as amended by written notice to the Agent by the
Borrower from time to time, correctly states the issuers, policy numbers, amounts and expiration
dates of all insurance policies held by or for the benefit of each Group Party and includes the
properties and risks covered thereby. Each Group Party has insurance of such type, in such
amounts and against such risks as is, in the opinion of the Borrower, adequate for its and its
Subsidiaries” purposes. Such insurance covers, among other things, all pelts shipped to or held
by any Group Party or any of its agents.

(22) Rancher Livestock Loan Advances. All outstanding Rancher Livestock Loan
Advances have been made pursuant to an application and a livestock note and chattel mortgage,
an agricultural pledge, a marketing and security agreement or another form of agreement creating
a Security Interest in favour of the applicable Group Party over the livestock and pelts of the
applicable Rancher which is enforceable against such Rancher under the laws of the jurisdiction
in which such Rancher and its livestock are located. To the best of the Borrower’s knowledge
(based on representations made by each Rancher and appropriate searches conducted by or on
behalf of the Borrower), each Rancher which has an outstanding Rancher Livestock Loan
Advance has not given a Security Interest in the livestock and pelts charged in favour of any
Group Party to any Person other than a Person which has entered into a subordination agreement
in favour of the applicable Group Party. All Rancher Livestock Loan Advances outstanding on
the date hereof in a principal amount exceeding U.S.$1,500,000 are listed on Schedule 8.1(22).

(23) Rancher Livestock Loan Security Registrations. The livestock note and chattel
mortgage, agricultural pledge, marketing and security agreement or another form of agreement
creating a Security Interest in respect of each outstanding Rancher Livestock Loan Advance, or a
notice in respect thereof, has been registered, filed or recorded as provided in Schedule 8.1(23)
or as otherwise required by law in order to perfect the Security Interest thereby created.

(24) Buyer Security and Dressers Acknowledgement. The applicable Group Party has
in its possession all pelts sold by it for which payment in full has not been received, except those
delivered to a dresser at the request of the Buyer and in respect of which such dresser has by
written agreement addressed to the applicable Group Party and the Agent, acknowledged receipt
of the pelts and the Security Interests of the applicable Group Party and the Agent in the pelts
and agreed to deliver the pelts in accordance with the instructions of the applicable Group Party
except that where the instructions of the applicable Group Party are inconsistent with the
instructions of the Agent the dresser has agreed to follow the instructions of the Agent.

(25) Shipper Loans. All Shipper Pelt Loan Advances in excess of an aggregate of
U.S.$25,000 for any one Shipper have been secured by an acknowledgement and security
agreement or another form of agreement creating a Security Interest in favour of the applicable
Group Party which is enforceable against the Shipper under the laws of the jurisdiction(s) in
which the Shipper and its pelts are located. The applicable Group Party has perfected its
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Security Interest in such pelts by possession and, if necessary, under the laws of the applicable
jurisdiction(s), registration.

(26)  Payment Policies. Each Group Party has implemented, and is, to such extent as is
commercially reasonable, enforcing the payment policies outlined in Schedule 9.1(5)(iv).

(27)  Full Disclosure. No information or statement furnished by or on behalf of any
Group Party to the Agent or any Lender in connection with the negotiation or confirmation of the
transactions as contemplated hereby contains, as of the time such statements were made, any
untrue statement of a fact material to the Borrower on a consolidated basis or omits as of such
time a fact material to the Borrower on a consolidated basis necessary to make the statements
contained therein not misleading, and all such statements, taken as a whole, together with this
Agreement, do not contain any untrue statement of a fact material to the Borrower on a
consolidated basis or omit a fact material to the Borrower on a consolidated basis necessary to
make the statements contained herein or therein not misleading and all expressions of
expectation, intention, belief and opinion contained therein were honestly made on reasonable
grounds after due and careful inquiry by each Group Party. There is no fact which the Borrower
has not disclosed to the Agent in writing which materially adversely affects. or so far as the
Borrower can now reasonably foresee, will materially adversely affect the assets, liabilities,
affairs, business, prospects, operations or conditions, financial or otherwise, of the Borrower
measured on a consolidated basis, or the rights or ability of any Credit Party to perform its
obligations under the Documents.

(28)  Compliance with Covenants. Each Group Party is in compliance with each of the
covenants set out in Article 9 of this Agreement.

(29)  No Default. No Default or Event of Default has occurred.

(30)  Material Contracts.

(i)  Schedule 1.1.90, as amended by written notice to the Agent by the Borrower from
time to time, sets out all contracts to which any Group Party is a party or by which
it is bound which are material to the business of such Group Party, determined on
a consolidated basis, whether oral or written.

(i) A true and complete certified copy of each Material Contract has been delivered
to the Agent and each Material Contract is in full force and effect, unamended
except as permitted under this Agreement.

(iii)  No event has occurred and is continuing which would constitute a material breach
of any Material Contract or a material default thereunder

(31)  Laws, Regulations, etc. Each Group Party is conducting its business and
operations in compliance with its articles of incorporation and its by-laws and, in all material
respects, with all Applicable Laws, including health, safety, environmental protection,
employment standards and labour codes of all applicable Governmental Authorities and each
Group Party has obtained and maintained in good standing all licences, permits and approvals
from any and all Governmental Authorities required in respect of its operations, where the failure
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to comply therewith or to obtain or maintain the same would have a material adverse effect on
the assets, liabilities, affairs, business, prospects, operations or conditions, financial or otherwise,
of the Borrower on a consolidated basis, or the rights or ability of any Group Party to perform its
obligations under the Documents.

(32)  Environmental Compliance. No Group Party has received any notice and no
Group Party has any knowledge, after due enquiry, that the business or operations of any Group
Party are not in compliance in all material respects with all Environmental Laws (whether or not
having the force of law), the noncompliance with which would be likely to have a material
adverse effect on the assets, liabilities, affairs, business, prospects, operations or conditions,
financial or otherwise of the Borrower on a consolidated basis, or the rights or ability of any
Credit Party to perform its obligations under the Documents.

(33) Financial Year End. The financial year end of the Borrower is October 31.

(34)  Loans, etc. No Group Party has, directly or indirectly, made any loan or advance
to, or made any investment in the shares, units or debt obligations of, or guaranteed or otherwise
undertaken to perform or warrant or ensure performance of any indebtedness or obligation of, or
entered into any agreement that has the effect of assuming the payment or performance of any
indebtedness or obligation, of any Person other than as permitted by Section 9.1(15), and from
and after the Restatement Date, no Group Party has, directly or indirectly, made any loan or
advance to any Person except the Kit Loans as set out and, subject to Section 9.1(53), in
accordance with the Kit Loans List.

(35)  Solvency. From and after the Restatement Date, no Group Party is insolvent nor
will it be insolvent immediately following the completion of the transactions contemplated by, or
referred to in, this Agreement.

(36) Employment Disputes. There are no disputes pending or, to the best knowledge
of the Borrower after diligent inquiry, threatened, between any Group Party and any of its
employees, other than individual employee grievances or lawsuits arising in the ordinary course
of business which could not reasonably be expected to have a material adverse effect on the
assets, liabilities, affairs, business, prospects. operations or conditions, financial or otherwise of
any Group Party, or the rights or ability of any Group Party to perform its obligations under the
Documents.

(37)  Benefit and Pension Plans. All benefit and pension plans of each Group Party are
fully insured or otherwise funded and no insurance policy or other contract or agreement
affecting any employee benefit requires or permits a retroactive increase in premiums or
payments due thereunder. The level of insurance reserves for each insured employee plan is
reasonable and sufficient to provide for all incurred but unreported claims. All premiums or
payments due under any arrangements relating to employee benefits and pension plans have been
fully paid and there are no amounts owing with respect to amounts accrued under those
arrangements. No pension plan or fund maintained by or on behalf of any Group Party for the
benefit of any officer, director or employee of such Group Party is a Defined Benefit Plan.
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(38)  Kit Loans and Shipper Pelt Loan Advances. The Borrower is the sole lender in
respect of all Kit Loans and Shipper Pelt Loan Advances.

(39) Consignment. The Borrower is the sole consignee in respect of all consigned
pelts held by the Borrower and none of the Guarantors are consignees in respect of pelts, other
than as agent or on behalf of the Borrower.

(40) Bank Accounts. Schedule 8.1(40) lists all banks and other financial institutions at
which any Group Party maintains lock boxes, deposit or other accounts, and Schedule 8.1(40)
correctly identifies the name, address and telephone number of each depository, the name in
which the lock box or account is held, a description of the purpose of the lock box or account,
and the complete lock box address or account number therefor.

(41) Sample Kit Loans. The Borrower has provided the Agent with all Sample Kit
Loans.

Article 9 - Covenants

9.1 Borrower. The Borrower covenants with the Lenders that, until the Credits
are cancelled and there is outstanding no Drawdown or other indebtedness of the Borrower to
the Agent or any Lender under any of the Documents, unless the prior written consent of the
Required Lenders is obtained, the Borrower will:

€)) Corporate Existence. Do or cause to be done all things necessary to keep in full
force and effect its corporate existence and all rights, franchises, licenses, permits, approvals and
qualifications necessary to carry on its business or own property in each jurisdiction in which it
carries on business or owns property.

(2) Insurance. Maintain insurance of such type, in such amounts and against such
risks as is prudent for the business carried on by the Borrower with financially sound and
reputable insurers, including business interruption, liability and property insurance. All
insurance policies will be in form and substance satisfactory to the Agent, acting reasonably, and
will (i) contain a breach of warranty clause in favour of the Agent, (ii) provide that no
cancellation, (or, if available from the insurer, material reduction in amount or material change in
coverage) will be effective until at least 30 days after receipt of written notice thereof by the
Agent, (iii) contain by way of endorsement a mortgagee clause in form and substance
satisfactory to the Agent, and (iv) name the Agent as loss payee as its interest may appear or, in
the case of liability policies, as additional insured. The Borrower will, from time to time at the
Agent’s request, deliver certified copies of such insurance policies (or satisfactory evidence of
such policies) to the Agent. If the Agent so requires, the Borrower will co-operate and assist in
any reasonable review of the insurance policies maintained by the Borrower by a firm of
independent insurance consultants selected by the Agent, the cost of any such review (but not
more than one per year) being for the account of the Borrower. If the Borrower does not obtain
or maintain such insurance, the Agent may. but need not, do so, in which event the Agent shall
forthwith notify the Borrower that it has obtained such insurance and the Borrower will
immediately on demand reimburse the Agent for all payments made by the Agent in connection
with obtaining and maintaining such insurance, and until reimbursed any such payment shall
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bear interest at the rate specified in Section 4.3 and will be secured by the Security. Neither the
Agent nor its correspondents or its agents will be responsible for the character, adequacy,
validity or genuineness of any insurance, the solvency of any insurer, or any other risk connected
with insurance.

(3)  Compliance with Laws, etc. Comply with its articles of incorporation and by-
laws and comply in all material respects with all Applicable Laws (including all Environmental
Laws) including health, safety, environmental protection, employment standards and labour
codes of all applicable Governmental Authorities and obtain and maintain in good standing all
licenses, permits and approvals from any and all Governmental Authorities required in respect of
the operation of its business in the ordinary and normal course with the exception of those that
are immaterial or that could be obtained in a reasonable time and at a reasonable expense and
convenience.

) Business. Not engage in any business other than the receipt of fur pelts on a
consignment basis and the sale of such pelts by auction or private treaty, the making of Rancher
Livestock Loan Advances and Shipper Pelt Loan Advances and activities incidental thereto in
accordance with past practice (including, without limitation, the loans referenced in Section
9.1(15) of this Agreement) and, as a non-material part of its business, the rental of its premises
for trade shows and other events when not required by it.

(5 Assets.

(1)  Keep all of the assets and properties used in the conduct of its business in good
repair, working order and condition, ordinary wear and tear excepted and from
time to time make, or cause to be made, all needful and proper repairs, renewals
and replacements, betterments and improvements thereto, all as in the reasonable
judgment of the Borrower may be necessary so that the business carried on by the
Borrower may be conducted in the ordinary and normal course at all times; and

(i)  Promptly advise the Agent in writing of (A) any change in the location at which
Inventory of the Borrower or of any Subsidiary of the Borrower or, except as
regards consignment inventory which is being pelted in the ordinary course of
business in Canada, the United States or in the European Union, consignment
inventory of the Borrower or of any Subsidiary of the Borrower may be located,
and (B) any additional jurisdictions where the Borrower or any Subsidiary of the
Borrower has Ranchers which are account debtors or where the Borrower or any
Subsidiary of the Borrower is carrying on business.

(iii)  Ensure that all Rancher Livestock Loan Advances, Buyer Accounts Receivable
and Shipper Pelt Loan Advances are secured as contemplated by Sections 8.1(22)
to (25) inclusive.

(iv)  Ensure that, to such extent as is commercially reasonable, the Borrower enforces
the payment policies outlined in Schedule 9.1(5)(iv).

(6) Material Contracts and Subordinated Debt Documents.
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(1) Not amend any Material Contract in any material respect without the prior written
consent of the Agent, such consent not to be unreasonably withheld;

(i)  Deliver to the Agent true and complete copies of each Material Contract and each
other contract which has been requested by the Agent, and, if requested by the
Agent, execute and deliver to the Agent a specific assignment of each such
contract in favour of the Agent and use its reasonable efforts to obtain the consent
of the other party or parties thereto in a form acceptable to the Agent, acting
reasonably;

(iii)  Promptly upon request by the Agent, provide the Agent with all information
regarding contractual relations of the Borrower which is reasonably requested by
the Agent;

(iv)  Perform all of its duties and obligations under, comply with all the material terms
of, and enforce, in accordance with prudent business practice. its rights under the
Material Contracts; and

(v)  Not amend any Subordinated Debt Document without the prior written consent of
the Agent.

(7) Banking Arrangements. Except as may be agreed to by the Agent in writing, in
its sole discretion, not maintain any accounts or banking arrangements with any bank or other
financial institution other than the Agent and the Lenders and their successors and assigns
provided, however, that NAFA US may maintain chequing accounts with financial institutions in
Wisconsin, so long as no borrowings under any such accounts are made and so long as the
aggregate outstanding balance of all such accounts. taken together, does not exceed
U.S.$150,000 at any time in February or May in any particular calendar year or U.S.$50,000 at
any other time.

¢)) Payment. Duly and punctually pay or cause to be paid to the Agent all principal.
interest, fees and other amounts payable by it under this Agreement, and the other Documents (or
any of them) on the dates, at the places and in the moneys and manner set forth herein and
therein.

) Use of Credit. Use the Credits solely as contemplated by Section 2.1.

(10) No Drawdown. Not avail itself of the Operating Credit where such availment
would cause the outstanding amount under the Operating Credit to exceed the maximum amount
then available under the Operating Credit.

(11)  Indebtedness. Not create, incur, assume or permit to exist any Indebtedness
(including contingent liabilities under guarantees and similar instruments) except:

(i)  Indebtedness of the Borrower in favour of the Agent and the Lenders pursuant to
or as contemplated in this Agreement;

(i)  Indebtedness secured by Permitted Encumbrances;
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(iit)  trade payables arising in the ordinary course of its business;
(iv)  the Subordinated Debt;

(v)  amounts owed by the Borrower to North American Fur Association in respect of
revenues held by the Borrower for it in accordance with past practice;

(vi)  unsecured advances by Ranchers to the Borrower;

(vii)  Indebtedness of the Borrower to any of its Subsidiaries, of any of the Borrower’s
Subsidiaries to another Subsidiary of the Borrower, or of any of the Borrower’s
Subsidiaries to the Borrower, except as permitted by Section 9.1(22);

(viii) Indebtedness in the principal amount outstanding on the date hereof of NAFA
NS in favour of Farm Credit Canada pursuant to a loan agreement dated
September 26, 2017, which Indebtedness is guaranteed by the Borrower and
NAFA Properties (the “FCC (NS) Financing”);

(ix)  Indebtedness in the principal amount outstanding on the date hereof of NAFA
Properties in favour of Business Development Bank Canada pursuant to a letter
of offer dated November 9. 2016. which Indebtedness is guaranteed by the
Borrower and NAFA US (the “BDC Financing”); and

(x)  Indebtedness in the principal amount outstanding on the date hereof of NAFA
Properties and the Borrower in favour of Farm Credit Canada pursuant to a
credit agreement dated as of June 16, 2017 (the “FCC (Ontario) Financing”);
provided that such Indebtedness is at all times subject to the FCC (Ontario)
Intercreditor Agreement,

in each case, subject to the Cash Flow Forecast.

(12)  No Shareholder Loans. Not incur, assume or otherwise become obligated in
respect of any shareholder loans except, subject to the Cash Flow Forecast, for shareholder loans
which constitute Subordinated Debt.

(13) Negative Pledge. Not create, assume, incur or permit to exist over all or any part
of its business or assets, whether now owned or hereafter acquired (including but not limited to
the real property located at ul. Granitowa 10 Lozienica 72-100 Gm. Goleniow, Poland and 500
Carlingview Dr., Etobicoke, Ontario, Canada), any Security Interest (whether prior or subsequent
to or pari passu with any Security Interest in favour of the Agent) other than Permitted
Encumbrances.

(14)  Sale of Assets. Not sell, transfer or otherwise dispose of, or enter into any
agreement to sell, transfer or dispose of, any material portion of its assets (other than Inventory
or non-material assets sold in the ordinary course of business for fair market value), except (i) in
accordance with the Sale Process, and (ii) with the prior written consent of the Agent, provided,
however, in each case, the Net Proceeds are dealt with in accordance with Section 3.2(2).
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(15)  Loans, Guarantees, etc. Not directly or indirectly, make any loan or advance to,
or make any investment in the shares, units or debt obligations of, or guarantee or otherwise
undertake to perform or warrant or ensure performance of any indebtedness or obligation of, or
enter into any agreement that has the effect of assuming the payment or performance of any
indebtedness or obligation of, any Person, other than (i) Rancher Livestock Loan Advances,

(ii) Shipper Pelt Loan Advances, (iii) accounts receivable arising in the ordinary course of
business, (iv) advances or loans made to any Subsidiary of the Borrower or to the Borrower by
any of its Subsidiaries, (v) the loans outstanding on the date hereof which are listed on Schedule
9.1(15)(v), (vi) advances made by the Borrower or a Subsidiary of the Borrower to a Rancher as
financing for an interest in fur-bearing livestock or in mink or fox farms or ranches, all in
accordance with past practice, as set out in Schedule 9.1(15)(vi), (vii) a loan made by the
Borrower to a senior executive of the Borrower in the principal amount of U.S.$261,000 to assist
such executive in purchasing a house, and (viii) loans consented to by the Agent (in its sole
discretion), in the case of each of the foregoing, subject at all times to the Cash Flow Forecast.

(16)  Dividends. Not declare or pay any dividends, any discretionary rebates (to
consignors or otherwise), management bonuses (except as permitted by Section 9.1(17)) or
interest or principal on any subordinated debt, or apply any of its properties or assets to the
purchase, redemption or other acquisition or retirement of, or set apart any sum for the payment
of any dividends on, or for the purchase, redemption or other acquisition or retirement of, or
make any other distribution, by reduction of capital or otherwise, in respect of any of its shares
or subordinate debt provided, however, that this Section 9.1(16) shall not restrict Permitted
Interest Payments made in accordance with the Cash Flow Forecast. The Borrower shall not
make any Permitted Interest Payment unless, at the time of payment of such Permitted Interest
Payment and as a condition precedent to such payment, the Borrower provides the Agent (for
and on behalf of the Lenders) with the Borrower's written certification that no Default or Event
of Default has occurred and is continuing or will be caused or triggered by the making of such
payment and that such Permitted Interest Payment is in accordance with the Cash Flow Forecast.

(17)  Executive Salaries and Management Bonus Plan. Set out in Schedule 9.1(17) is a
list of the salaries of all executives of the Borrower. Such salaries shall not be increased during
any year at a rate in excess of that provided in the annual business plan for such year approved
by the Agent without the written consent of the Agent, which consent shall not be unreasonably
withheld. From and after the Restatement Date, no management bonuses shall be paid to the
management of any Group Party unless in accordance with the Cash Flow Forecast.

(18)  Financial Covenants. The Borrower shall ensure that:

(i) its Current Ratio, calculated and tested as at the end of each fiscal quarter, will
not as at the end of any fiscal quarter be less than 1.10:1.0; and

(if)  its Tangible Net Worth, calculated and tested as at the end of each fiscal
quarter, will not be less than (i) U.S.$43,000,000 on July 31, 2019 and (ii)
U.S.$48,000,000 on October 31, 2019 and each fiscal quarter thereafter; and

(iii)  its Fixed Charge Coverage Ratio, calculated and tested as at the end of each
fiscal year is greater than 1.25:1.00 for each such fiscal year.
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(19)  Capital Expenditures. The Borrower shall not incur capital expenditures,
calculated in accordance with GAAP and on a consolidated basis, subject to the Cash Flow
Forecast, in excess of U.S.$4,000,000 in any fiscal year.

(20)  Subsidiaries. Not incorporate or acquire any Subsidiary or otherwise make any
equity investment in any Person.

(21)  Financial Year. Not change its financial year end.

(22)  Transactions with Affiliates.

(i) Not enter into any transaction with any Affiliate, including, without limitation,
any transaction for the purchase, sale or exchange of property, the rendering of
any services, the making of any loans, and the entering into of any contracts,
except that the Borrower and its Subsidiaries may enter into transactions or
contracts among themselves and with their Affiliates in the ordinary course of
the Borrower’s business (it being agreed that each of (i) the mortgage and/or
premises rental arrangements in place on the date of this Agreement (a) between
the Borrower and NAFA Properties with respect to the rental arrangements for
Carlingview Property and 65 Skyway Avenue, Toronto and any shortfall
funding arrangements, (b) between NAFA and NAFA NS with respect to the
mortgage in favour of the Borrower and Farm Credit Canada over NAFA Farms
and other operating amounts, and (c) between NAFA US and NAFA Stoughton
in respect of rental arrangements for 1600 Williams Drive, Stoughton,
Wisconsin, including any payments to NAFA Stoughton in respect of operating
shortfalls, (ii) the management arrangements in place on the date of this
Agreement between the Borrower and NAFA Parent (including annual
management fees payable by the Borrower to NAFA Parent of up to $150,000),
(iii) the arrangements between the Borrower and North American Fur
Association whereby the Borrower collects revenues and pays expenses for it,
and (iv) Permitted Pelt Supplier Payments, in each of clauses (i) to (iv) above,
only if made in accordance with the Cash Flow Forecast, have been made in the
ordinary course of business): and

(i)  Not pay any fees or expenses to, or reimburse or assume any obligation for the
reimbursement of any expenses incurred by any Affiliate of the Borrower,
except for payments to reimburse Affiliates of the Borrower for reasonable out-
of-pocket expenses incurred in good faith in the conduct of the Borrower’s
business.

(23)  Reorganization. Not enter into any transaction or series of transactions (whether
by way of reconstruction, reorganization, consolidation, amalgamation, merger or otherwise)
whereby all or substantially all of the undertaking, property and assets of the Borrower or any of
its Subsidiaries would become the property of any other Person or in the case of any such
amalgamation, the property of the continuing corporation resulting therefrom, or acquire all or a
substantial part of the assets or stock or other equity interests of any Person in one or a series of
transactions (whether by way of merger, stock purchase, asset purchase or otherwise).
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(24)  Obligations and Taxes. Pay or discharge, or caused to be paid or discharged,
before the same shall become delinquent (i) all Taxes imposed upon it or upon its income or
profits or in respect of its business or property and file all Tax returns in respect thereof, (ii) all
lawful claims for labour, materials and supplies (iii) all required payments under any of its
indebtedness, and (iv) all other obligations; provided, however that it shall not be required to pay
or discharge or to cause to be paid or discharged any such amount so long as the validity or
amount thereof shall be contested in good faith in an appropriate manner and payment thereof
shall have been provided for in a manner satisfactory to the Agent, acting reasonably, in each
case of the foregoing, in accordance with the Cash Flow Forecast.

(25)  Defense of Claims. Diligently defend itself and its properties from and against
any lawsuits or claims in the manner of a prudent Person in similar circumstances.

(26)  Notices of Litigation or Claims. Upon obtaining actual notice of the
commencement thereof, provide the Agent with written notice of any of the following events:

(i) the issuance by any Governmental Authority of any injunction, order or decision
involving the Borrower or any of its Subsidiaries or any material part of the
property of the Borrower or of any of its Subsidiaries;

(i)  the filing or commencement of any action, suit or proceeding against or
affecting the Borrower or any of its Subsidiaries or any material part of the
property of the Borrower or of any of its Subsidiaries, whether at law or equity
or by or before any court or any Governmental Authority where the amount
claimed is in excess of U.S.$100,000 or the aggregate amount claimed under all

such actions, suits or proceedings which are unresolved is in excess of
U.S.$300,000;

(ii))  the imposition of any Security Interest which is not a Permitted Encumbrance
against any property of the Borrower or any of its Subsidiaries;

(iv)  any claim, demand or action impairing title to any of the property of the
Borrower or any of its Subsidiaries with a value in excess of U.S.$100,000; and

(v)  any other adverse action by or notice from any Governmental Authority, or any
other event, which could have a material adverse effect on the Borrower or any
of its Subsidiaries or any material part of the property of the Borrower or any of
its Subsidiaries.

(27)  Benefit and Pension Plans. Comply with, and use its reasonable efforts to ensure
compliance by each of its employees with, all Applicable Laws in respect of its employees’
benefit and pension plans, including contributions and premiums to be paid thereunder and
ensure that all premiums and payments relating to employee benefits and pensions are paid as
due. Not establish or maintain a Defined Benefit Plan.

(28)  Currency Speculation. Not engage in currency trading or convert Loans from one
currency to the other for speculative reasons.
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(29)  Notice of Default. Give the Agent notice immediately upon the Borrower having
actual notice of the occurrence of a Default or an Event of Default and advise the Agent of the
action which the Borrower proposes to take in respect thereof.

(30)  From and after the Restatement Date, the Borrower shall provide the Agent with
prompt written notice of all supplementary information required to be disclosed in order to
ensure the continuing accuracy of all representations made in Section 8.1(19), and such
representations shall be deemed to have been revised so as to reflect such supplementary
information.

(31)  Group Parties.

(i) Ensure that each other Group Party complies with the covenants set out in
Sections 9.1 (other than clauses (9), (10), (18), (19) and (29)) and 9.2(1) and (2)
as if each reference therein (and in the defined terms relevant thereto) to “the

L IN14

Borrower™, “it” or “its” was a reference to the relevant Group Party.

(i1) Ensure that no other Group Party, directly or indirectly, makes any loan or
advance to, or makes any investment in the shares, units or debt obligations of,
or guarantees or otherwise undertakes to perform or warrant or ensure
performance of any indebtedness or obligation of, or enters into any agreement
that has the effect of assuming the payment or performance of any indebtedness
or obligation of, any Person other than Rancher Livestock Loan Advances,
Shipper Pelt Loan Advances, accounts receivable arising in the ordinary course
of business, advances or loans made to the Borrower or any Subsidiary, and
loans permitted by Section 9.1(15).

(32)  Repayment of Third Party Loans. Any repayment of third party loans is
prohibited if the Borrower is in contravention of any terms and/or conditions of this Agreement,
if any such repayment would cause any such contravention or if any such repayment is not
contemplated by the Cash Flow Forecast.

(33)  Notification re MAE. Promptly after the Borrower learns of the receipt or
occurrence of any event, development or condition which may reasonably be expected to have a
material adverse effect on the assets, liabilities, affairs, business, prospects, operations or
conditions, financial or otherwise, of any Group Party or the rights or ability of any Credit Party
to perform its obligations under this Agreement and the other Documents, a certificate of the
Borrower, signed by a Senior Officer of the Borrower, specifying same.

(34)  Cash Flow Forecast. Commencing the week ending July 19, 2019, at no time
shall (i) net cash flow, on a cumulative basis, deviate adversely by an amount in excess of
U.8.8400,000 from the projected amount in the Cash Flow Forecast, and/or (ii) disbursements,
on a cumulative basis, deviate adversely by an amount in excess of 0% from the projected
amount of disbursements in the Cash Flow Forecast.

(35)  Third Auction. The Borrower shall (i) prepare for the Third Auction, and such
preparation shall be in the ordinary course of its business and consistent with past practice, (ii)
by no later than July 19, 2019, provide the Agent with a list of buyers and a copy of all lotting
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letters issued by the Borrower, in each case, with respect of the Third Auction, and (iii) upon
written request by the Agent or any Lender from to time, provide to the Agent with any
information relating to the Third Auction, including, without limitation, an updated list of buyers
and any additional lotting letters issued from time to time.

(36)  Pelts. Cause to be shipped to the Borrower’s premises in Ontario, all pelts owned
by any Group Party and all consigned pelts in respect of which the Borrower has made any Kit
Loans.

(37)  The Borrower shall conduct the Sale Process in accordance with the following
milestones (collectively, the “Sale Milestones™):

(i) non-disclosure agreements with each of the Potential Bidders shall be executed
and delivered on or before July 9, 2019;

(ii)  the Borrower shall establish and populate a data-room by no later than July 15,
2019 for the Potential Bidders to conduct diligence on each Group Party and its
entire business;

(i)  expression of interest or a non-binding letter of intent for the sale of the Group
Party’s entire business, the Group Party’s European business or the Group
Party’s European Kit Loan portfolio (an “LOI”), shall be due on or before July
26, 2019;

(iv)  marked up and returned purchase agreement for the Group Party’s entire
business, the Group Party’s European business or the Group Party’s European
Kit Loan portfolio (a “Binding Offer”), shall be due on or before August 2,
2019;

(v)  the Borrower shall select a Binding Offer as the successful bid on or before
August 9, 2019; provided that, such offer shall be an Acceptable Bid; and

(vi)  the transaction contemplated by the Acceptable Bid shall close on or before
August 19, 2019,

(38)  Provide the Agent with copies of each LOI and Binding Offer received by it,
forthwith following such receipt.

(39)  Provide, or cause KPMG LLP (Corporate Finance) to provide, weekly progress
reports to the Agent (and its advisors as requested by the Agent) on the status of the Sale Process
and the status of the Third Auction.

(40)  Consummate the sale of the Carlingview Property on or before August 30, 2019.
(41)  Subject to certain exceptions that may be agreed to by the Agent in writing, the
Borrower shall, (i) throughout the Third Auction, use its best efforts to sell as many of the pelts

owned by the Group Parties as possible, and as many of the pelts consigned to the Borrower as
possible, and (ii) on the last day of the Third Auction, sell 100% of any remaining pelts owned
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by the Group Parties and exercise best efforts to sell 100% of any remaining pelts consigned to
the Borrower.

(42)  Deliver to the Agent, as soon as practicable but in any event on or before July 19,
2019, a business plan and financial forecast through to the period ending March 31, 2020
(including an estimate of the Lenders’ security position throughout the period), which assumes
the sale of the Group Party’s European business or at a minimum the sale of the Group Party’s
European Kit Loan portfolio (the “March 2020 Cash Flow Forecast™).

(43) Deliver to the Agent, on or before August 19, 2019, an updated business plan and
updated March 2020 Cash Flow Forecast (including an estimate of the Lenders’ security position
throughout the period), which reflects the closing of the sale of the Group Party’s European
business or at a minimum the closing of the sale of the Group Party’s European Kit Loan
portfolio, in form and substance satisfactory to the Lenders, in their sole discretion.

(44) Renew or extend the Red Rock Insurance Policy on or before July 30, 2019, and
such policy shall remain in full force and effect until at least September 30, 2019.

(45) Promptly following the Restatement Date, cause NAFA Polska Sp.Z 0o to submit
or file the necessary registration documents for registration of the Polish security delivered
pursuant to Section 7.2(1) with the District Court.

(46) By no later than July 22, 2019, to the extent required by the Agent, deliver to the
Agent in respect of the CCC Agreement with the Borrower and NAFA US, a minority
shareholder acknowledgement from each of North American Wild Fur Shippers Council,
American Mink Council, Canada Fox Breeders’ Association, Canada Mink Breeders
Association, in form and substance satisfactory to the Agent.

(47) By no later than July 22, 2019, cause each other Group Party (subject to such
exclusions as the Agent may agree in writing in its sole discretion) to enter into a CCC
Agreement and cause the following documents to be delivered in respect of such CCC
Agreement:

(i) a legal opinion from counsel to the applicable Group Party entity with respect to
such agreement, satisfactory to the Agent, acting reasonably; and

(ii) to the extent required by the Agent, a minority shareholder acknowledgement
from each of North American Wild Fur Shippers Council, American Mink
Council, Canada Fox Breeders’ Association, Canada Mink Breeders
Association, in form and substance satisfactory to the Agent.

(48) Cause the cash in any bank account held by any Group Party which the Borrower
has requested, and the Agent has agreed, will not be subject to a CCC Agreement, to be
transferred into an account of the Borrower subject to a CCC Agreement on a weekly basis and
the Borrower shall, on a weekly basis, provide the Agent with copies of bank statements or other
information satisfactory to the Agent, confirming such transfers from the prior week.
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(49) By no later than August 30, 2019, pay all accrued and unpaid fees and expenses
of the Lenders’ legal counsel and its consultant, Alvarez & Marsal Canada ULC.

(50)  Not pay any Demand Deferred Proceeds without the prior written consent of the
Agent.

(51)  Other than owner lotted pelts which have been requested to be returned by the
consignor thereof in accordance with the consignor agreement, notice of such request for
withdrawal to be given by the Borrower to the Agent forthwith upon receipt of any notice of
withdrawal, not ship any pelts outside of Ontario unless such pelts have been sold and paid for.

(52)  Not agree to or otherwise commit (verbally or in writing) to make any new Kit
Loans from and after the Restatement Date.

(53)  Not make any Kit Loans that are not set out in the Kit Loans List or any Kit Loans
to any Rancher on the Kit Loans List in excess of the amounts set out thereunder; provided,
however, that with the consent of any Rancher on the Kit Loans List, the Borrower may advance
Kit Loans to such Rancher more or less frequently than otherwise provided for in the Kits Loans
List but subject always to the aggregate cap for each Rancher as set out in the Kit Loans List.

(54) Not to rollover of any KIT Loans or Shipper Pelt Loan Advances by the
Borrower.

(55)  If the Borrower shall not have received on or before July 26, 2019, an LOI which
is satisfactory to the Agent in its sole discretion, not fund after that date any Kit Loans without
the prior written consent of the Agent.

(56)  If the Borrower shall not have received on or before August 2, 2019, a Binding
Offer which is satisfactory to the Agent in its sole discretion, not fund after that date any Kit
Loans without the prior written consent of the Agent.

(57)  If the Borrower shall not have selected on or before August 9, 2019, an
Acceptable Bid, the Borrower shall not fund after that date any Kit Loans, without the prior
written consent of the Agent.

(58)  If the Borrower has not closed an Acceptable Bid on or before August 19, 2019,
not fund after that date any Kit Loans, without the prior written consent of the Agent.

(59) Not fund any Kit Loans unless, if requested by the Agent prior to an advance
under a Kit Loan, deliver to the Agent copies of all loan and security documents in respect of
such Kit Loan; provided that, if the Agent notifies the Borrower in writing prior to 5:00 p.m.
(EST time) on the day immediately prior to the scheduled date of such Kit Loan that it is not
satisfied with such documents, the Borrower shall not fund such Kit Loan.

(60) Immediately cease funding any Kit Loans upon receipt of written notice from the
Agent that any of the Sample Kit Loans are not satisfactory to the Agent, in its sole discretion.
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(61) Not commence any voluntary insolvency, reorganization or arrangement
proceedings without the advance written consent of the Agent.

(62)  Consent to the appointment of a receiver or receiver and manager by the Agent
upon the occurrence of an Event of Default, including to complete a transaction contemplated by
any Acceptable Bid.

(63) Deliver to the Agent a Compliance Certificate for the period ending June 30, 2019
by no later than July 31, 2019.

(64)  After the conduct of the Third Auction and on or before September 6, 2019,
deliver an updated business plan and updated March 2020 Cash Flow Forecast to the Lenders, in
form and substance satisfactory to the Lenders, in their sole discretion.

9.2 Accounting, Financial Statements and Other Information.

(1) General. The Borrower shall maintain a system of accounting established and
administered in accordance with GAAP consistently applied, and will set aside on its books all
such proper reserves as GAAP shall require. The Borrower shall ensure that all of its
Subsidiaries (such Subsidiaries being North American Fur Auctions (U.S.) Inc., NAFPRO LLC,
Nafa Europe Co-operatief UA, NAFA Europe B.V. and Nafa Polska sp. z 0.0.) maintain a
system of accounting established and administered in accordance with applicable generally
accepted accounting principles consistently applied and that each of such Subsidiaries sets aside
on its books all such proper reserves as such accounting principles shall require. The Borrower
shall permit Persons designated by the Agent or any consultant appointed hereunder to visit and
inspect at the expense of the Borrower any properties of the Borrower, to examine the books and
financial records of the Borrower and its Subsidiaries and to discuss the affairs, finances and
accounts of the Borrower and its Subsidiaries, all at such reasonable times during normal
business hours and as often as may reasonably be requested by the Agent and the Borrower
agrees to answer any reasonable and relevant inquiries which such Persons may have fully and
fairly to the best of its ability. The Persons designated by the Agent pursuant to this Section may
include accountants or management consultants appointed by the Agent to examine all or any
aspect of the operations of the Borrower and its Subsidiaries provided that such Persons provide
to the Borrower such assurances of confidentiality as the Borrower may reasonably request. The
Borrower further acknowledges that such Persons may make extracts from such records
(including all records relating to the Collateral) to prepare reports to the Agent concerning the
financial position and business prospects of the Borrower and its Subsidiaries and the Agent will
have no obligation to disclose the content of such reports to the Borrower or its Subsidiaries.
The Agent shall have no duty to make any such visits, inspections or examinations or to have any
such discussions and shall not incur any liability or obligation nor lose any rights for not making
the same.

(2) Consultant. If the Agent reasonably believes that the financial condition of the
Borrower has significantly deteriorated, or the accounting or business procedures of the
Borrower are materially flawed, or if the Agent and the Borrower disagree with regard to the
compliance by the Borrower with any material term or condition of this Agreement and such
disagreement has remained unresolved for a period of 30 days, then in addition to, or in
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substitution for any inspection made under Section 9.2(1) or pursuant to any other agreement
between the parties hereto, at the request of the Agent. the Borrower shall appoint a consultant
from a list of major, nationally recognized accounting firms presented to the Borrower by the
Agent, at the Borrower’s expense. Such consultant shall be given the full and complete
cooperation of the Borrower including unrestricted access to land and premises of the Borrower
and any documents and records of or related to the Borrower’s business. Nothing in this Section
9.2(2) shall limit any rights of the Agent or any Lender upon any breach of this Agreement.

€)

Lender:

23687288.9

Reports. The Borrower shall furnish to the Agent, with sufficient copies for each

(i)

(ii)

(iii)

(iv)

promptly upon availability and in any event within 30 days of the end of each
month (the “Reporting Month™) commencing with the month in which the
Restatement Date falls, (a) a Borrowing Base Certificate as at the end of the
Reporting Month executed by a Senior Officer of the Borrower, and (b) aged
listings of accounts receivable, consignment inventory, Inventory and the
other Borrowing Base components as at the end of the Reporting Month;

promptly upon availability and in any event within 45 days of the end of each
of the first three fiscal quarters (each, a “Reporting Quarter”) in any fiscal
year of the Borrower, commencing with the quarter in which the Restatement
Date falls, (a) a Compliance Certificate as at the end of the Reporting Quarter
executed by a Senior Officer of the Borrower, and (b) unaudited quarterly
financial statements of the Borrower for the Reporting Quarter (including a
balance sheet and statements of profit and loss and source and application of
funds), in each case certified by one or more Senior Officers of the Borrower,
prepared on a consolidated basis in accordance with GAAP applied on a
consistent basis, subject to audit, and setting forth in comparative form the
corresponding budgeted figures for such period;

promptly upon availability and in any event within 90 days after the end of a
fiscal year of the Borrower, commencing with the fiscal year in which the
Restatement Date falls, the annual audited financial statements of the
Borrower (including a balance sheet and statements of profit and loss and
source and application of funds for such fiscal year) prepared on a
consolidated basis in accordance with GAAP applied on a consistent basis and
setting forth in comparative form the corresponding figures for the
corresponding period of the preceding fiscal period (if any), all in reasonable
detail, together with the Auditors’ report to management thereon;

together with each delivery of annual audited financial statements pursuant to
Section 9.2(3)(iii) a certificate of a Senior Officer of the Borrower (a) stating
that the signer has reviewed the relevant terms of the Documents and has
made, or caused to be made under his/her supervision, such reviews and
investigations as such Senior Officer has deemed reasonably necessary to sign
in good faith such certificate and that such reviews and investigations have not
disclosed the existence during such period, and that the signer does not have
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(vi)

(vit)

(viii)

(ix)

x)
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knowledge of the existence, as at the date of such certificate, of any condition
or event which constitutes a Default or an Event of Default or, if any such
condition or event existed or exists, specifying the nature and period of
existence thereof and the action which the Borrower has taken or proposes to
take with respect thereto, (b) providing a calculation of Available Cash Flow
for the fiscal year to which the audited financial statements relate, and (c)
listing all Ranchers to which then-outstanding Rancher Livestock Loan
Advances have been made and confirming that each of such Rancher
Livestock Loan Advances satisfies all characteristics of a Rancher Livestock
Loan Advance, as defined by this Agreement;

within 90 days after each fiscal year end, a detailed and comprehensive
business plan/forecast for the Borrower for the next fiscal year, including a
written management discussion thereof and month-by-month projected
balance sheets, income statements and cash flow projections;

prior to expiry of any insurance policy, evidence satisfactory to the Agent that
such policy has been renewed or replaced by an appropriate replacement

policy;

promptly, such other information relating to the Borrower, its Subsidiaries and
any other guarantor as the Agent may from time to time reasonably request;

promptly upon availability and in any event within 90 days after the end of a
fiscal year of the Borrower, the annual unaudited unconsolidated financial
statements of the Borrower and each Subsidiary of the Borrower<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>