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Court File No: CV-19-00630241-00CL 

ONTARIO 

SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

IN THE MATTER OF THE COMPANIES’ CREDITORS 

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR 

ARRANGEMENT OF 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 

Applicants 

THIRD REPORT OF THE MONITOR 

DATED JANUARY 29, 2020 

INTRODUCTION 

1. On October 31, 2019, North American Fur Producers Inc., NAFA Properties Inc. (“NAFA

Properties”), 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 (“Daikoku”) and NAFA Polska Sp. Z Oo (the

“Applicants”) commenced these CCAA Proceedings pursuant to the Initial Order.  For

ease of reference and readability, capitalized terms not defined in this third report of the

Monitor (the “Third Report”) are defined in the glossary attached as Appendix “A” to

this Third Report.
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2. Among other things, the Initial Order: 

(a) Granted a stay of proceedings until November 29, 2019;   

(b) Appointed Deloitte as Monitor of the Applicants;  

(c) Approved the DIP Financing provided by the DIP Lender and granted a DIP 

Charge against the Applicants’ Property as security for the DIP Financing;  

(d) Granted the Administration Charge against the Applicants’ Property to a maximum 

amount of $500,000; 

(e) Approved the KERP and granted the KERP Charge against the Applicants’ 

Property in the maximum amount of $150,000 as security for the amounts payable 

under the KERP; and 

(f) Granted the Directors’ Charge against the Applicants’ Property to a maximum of 

$1.0 million as security for the indemnity granted in favour of the Applicants’ 

officers and directors (“Directors”) pursuant to the Initial Order against obligations 

and liabilities that they may incur as directors or officers of the Applicants after the 

commencement of these CCAA Proceedings.  

3. On November 8, 2019, the Applicants obtained an Amended and Restated Initial Order.  A 

copy of the Amended and Restated Initial Order is attached to this Third Report as 

Appendix “B”. 

4. On November 28, 2019, the Applicants obtained the following Orders, among other relief: 

(a) An Order extending the Stay Period to January 31, 2020; 
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(b) An Approval and Vesting Order approving a transaction (the “Carlingview 

Transaction”) between NAFA Properties and the Lange Group of Companies Ltd. 

(the “Purchaser”) for the purchase of the real property municipally known as 500 

Carlingview Drive, Etobicoke, Ontario (the “Carlingview Property”) and vesting 

the Carlingview Property in and to the Purchaser free and clear of all encumbrances 

on closing; and 

(c) An Order (the “Ground Leases Order”) approving certain conditions for the 

marketing and sale of the ground leases and building municipally known as 65 

Skyway Avenue in Toronto, Ontario (the “Skyway Property”). 

5. The Applicants have brought a motion returnable on January 30, 2020 (the “Motion”) 

seeking Orders, among other things:  

(a) Authorizing the Applicants to undertake an auction as described in the Lawson 

Affidavit (the “Auction”) and to negotiate and enter into an agreement with Fur 

Harvesters Auction Inc. (“FHA”), a wild fur auction house based in North Bay, 

Ontario, for FHA and the Applicants to hold a joint Auction at the Skyway Property 

for wild fur, and any other such pelts that FHA and the Applicants may agree to 

sell; 

(b) Authorizing the Monitor to undertake a Sale and Investment Solicitation Process 

(“SISP”) in a form approved by the Applicants and the Agent or otherwise 

approved by the Court;  

(c) Approving a key employee retention program (the “Further KERP”) and granting 

the employees subject to the Further KERP the benefit of the KERP Charge; and  
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(d) Extending the Stay Period to April 3, 2020.

6. Unless otherwise stated monetary amounts contained herein are expressed in U.S. dollars.

PURPOSE 

7. The purpose of this Third Report is to provide the Court with the Monitor’s observations

and recommendations on the relief sought by the Applicants in its Motion and to update

the Court on the following items:

(a) The structure and financial implications of the Auction, including a summary of the

assumptions used to estimate its financial impact;

(b) The Monitor’s views on the proposed process to finalize the SISP;

(c) The Monitor’s views on the Further KERP;

(d) The Applicants’ progress on listing for sale its various real properties in North

America and Europe, including the closing of the Carlingview Transaction;

(e) The status of the arrangement (the “Saga Arrangement”) with Saga Furs Oyj

(“Saga”);

(f) NAFA’s actual cash receipts and disbursements from November 16, 2019 to

January 17, 2020 (the “Reporting Period”) with a comparison to the cash flow

forecast that was included in the Second Report (the “Cash Flow Forecast”),

including the repayment of the Syndicate Debt;

(g) To provide the Court with an updated cash flow forecast (the “Revised Cash Flow

Forecast”) from January 18, 2020 to April 17, 2020 (the “Revised Cash Flow

Period”); and
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(h) To provide the Court with the Monitor’s views on the Applicants’ request to extend 

the Stay Period to April 3, 2020. 

TERMS OF REFERENCE 

8. In preparing this Third Report and making the comments herein, the Monitor has been 

provided with, and has relied upon certain unaudited financial information, books, records 

and financial information prepared by the Applicants, discussions with and information 

from the Applicants’ management (“Management”) and other third-party sources 

(collectively, the “Information”).  Except as described in this Third Report:  

(a) The Monitor has reviewed the Information for reasonableness, internal consistency 

and use in the context in which it was provided.  However, the Monitor has not 

audited or otherwise attempted to verify the accuracy or completeness of such 

information in a manner that would wholly or partially comply with Generally 

Accepted Assurance Standards (“GAAS”) pursuant to the CPA Canada Handbook 

(the “CPA Handbook”) and, accordingly, the Monitor express no opinion or other 

form of assurance contemplated under GAAS in respect of the Information; and 

(b) Some of the information referred to in this Third Report consists of forecasts and 

projections.  An examination or review of the financial forecast and projections, as 

outlined in the CPA Handbook, has not been performed. 

9. Future oriented financial information referred to in this Third Report was prepared based 

on the Applicants’ estimates and assumptions.  Readers are cautioned that since projections 

are based upon assumptions about future events and conditions that are not ascertainable, 
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the actual results will vary from the projections, even if the assumptions materialize and 

the variations could be significant. 

THE PROPOSED AUCTION 

10. NAFA traditionally held three auctions per year (typically in March, June and August) that 

included the sale of both ranched mink pelts and wild fur.  Given the CCAA Proceedings 

and its effect on the Applicants’ operations, to date no auctions have been confirmed for 

the current auction season. 

11. Since the commencement of the CCAA Proceedings, both Management and the Monitor 

have received numerous inquiries about whether NAFA will hold an auction in the spring 

of 2020.  Such inquiries have primarily been from the wild fur community (i.e., trappers) 

as these parties do not have as structured a distribution chain as the ranched fur community 

to sell their furs.  Trappers generally provide fewer pelts on an individual basis.  The 

Affidavit of Doug Lawson served on January 27, 2020 (the “January Lawson Affidavit”) 

contains additional details about the wild fur supply chain. 

12. Over the last several months, Management has explored the opportunity of holding an 

auction to dispose of both NAFA-owned and consigned skins that are currently held at 

NAFA’s facilities in Toronto (both the Skyway Property and the Carlingview Property).   

13. The primary goals of the proposed Auction are: 

(a) To liquidate approximately 186,000 skins owned by NAFA or whose value would 

be attributable to NAFA to settle unpaid buyer accounts via re-consignment.  Such 

skins have been acquired over a number of years and are a mix of ranched mink 

and wild fur, although wild fur is by far the larger number of skins; 
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(b) To permit consignors whose furs are intersorted (and therefore not eligible to be

returned) to be paid for their furs; and

(c) To generate positive and timely realizations from both owned pelts and auction

commissions, which can be utilized to repay the Syndicate Debt.  These pelts must

eventually be realized upon and an auction conducted by NAFA provides the best

format to monetize these assets and earn auction commissions for NAFA’s account.

14. As described in the January Lawson Affidavit, Management has an agreement in principle

to hold a joint Auction with FHA at the Skyway Property.  A jointly held Auction with

FHA could have the following additional benefits for NAFA:

(a) Increased number of purchasers (i.e., greater demand) attending the Auction; and

(b) Spreading the total costs of the Auction between the two parties to increase

profitability with limited incremental costs to be incurred to conduct the Auction.

15. Given the Applicants’ CCAA Proceedings, special rules are being developed in respect of

the proposed Auction, which would include:

(a) Not allowing buyers to use existing credits that exist in their accounts with NAFA

(which are primarily comprised of volume discounts earned at prior auctions,

deposits placed with NAFA for prior auctions and unpaid pelt proceeds related to

goods sold at prior auctions);

(b) Only inviting trusted buyers to the Auction, who will be able to fully pay for their

purchases in a short period of time (i.e. prior to the prompt date so that NAFA has

the funds to pay consignors), to mitigate pelts being sold and then not paid for

thereafter; and
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(c) Requiring buyers to pay the Monitor for their goods.  The Monitor would then 

disburse Auction funds to the various consignors after receiving funds from the 

buyers and a schedule of auction proceed payees from NAFA, all as contemplated 

in the Safe Harbour Order. 

16. Management has worked with the Monitor to develop an Auction forecast model that 

conservatively forecasts the potential revenue that could be generated from the proposed 

Auction as well as the direct costs that will be incurred if the Auction is held, which would 

be split with FHA (the “Auction Model”).  A copy of the Auction Model is attached as 

Confidential Appendix “1”.   

17. The Auction Model was provided to the Agent and its Financial Advisors and the Monitor 

reviewed it with them.  The Agent has confirmed to the Monitor that it does not object to 

the current structure of the Auction. 

18. The Monitor is supportive of the Court authorizing NAFA to undertake an Auction in the 

spring of 2020 at the Skyway Property and authorizing the Applicants to negotiate and 

enter into an agreement with FHA to hold a joint Auction. 

THE PROPOSED PROCESS TO FINALIZE THE SISP 

19. Notwithstanding the transition of certain assets to Saga pursuant to the Saga Arrangement, 

NAFA owns a number of assets that could be attractive to a purchaser or investor.  This 

includes discrete assets such as its intellectual property, real estate and the remaining loan 

portfolio in addition to the business infrastructure related to an established auction house.   

20. In order to monetize these assets and/or potentially find a buyer for the NAFA business, 

NAFA is seeking the Court’s authorization for the Monitor to undertake a Sale and 



  

9 

  

Investment Solicitation Process (“SISP”) in a form approved by the Applicants and the 

Agent in consultation with BDC or otherwise approved by the Court. 

21. NAFA has worked with the Monitor to develop a draft form of SISP (the “Draft SISP”), 

which was provided to the Agents on January 22, 2020.  The Draft SISP was also shared 

with BDC.  A copy of the Draft SISP provided to the Agent is attached as Appendix “C”. 

22. The Draft SISP contemplates that the SISP will commence on March 2, 2020.  The Agent 

has advised that it has several questions and would like to consult with NAFA and the 

Monitor regarding the scope, timing and nature of the SISP.  NAFA has advised the 

Monitor that it will consult with the Agent with a view to reaching a consensus in respect 

of the form of the SISP to be undertaken.  

23. BDC has contacted the Monitor and requested that NAFA consult with it regarding the 

inclusion of the Skyway Property in the SISP and other aspects of the SISP if such property 

is to be included.  The Applicants have indicated that they will also consult with BDC. 

24. The form of Order being sought by the Applicants authorizes the Monitor undertaking a 

SISP that is agreed to between the Applicants and the Agent, in consultation with BDC, or, 

in the event a consensus cannot be reached, then by further Order of the Court.  

25. The Monitor is of the view that the form of Order being sought will allow NAFA to consult 

with the Agent and BDC in respect to the form of the SISP to be undertaken and is 

supportive of the Court granting such an Order. 

THE FURTHER KERP 

26. The Amended and Restated Initial Order approved a KERP for certain key employees 

based upon 50% of their salary for three months which amount was payable effective on 
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the earlier of the last day of their employment if the employee was terminated by the 

Applicants and January 31, 2020.  As security for the KERP, the Court granted the KERP 

Charge in the amount of $150,000. 

27. The Revised Cash Flow Forecast reflects payment of the KERP on January 31, 2020.

28. Management is of the view that, in order to retain certain key employees until further

progress is achieved with respect to NAFA’s restructuring plan, the Further KERP ought

to be put in place to incentivise the Key Employees to remain for the next three months to

April 30, 2020.  The Applicants anticipate that the total amount payable to eligible

employees under the Further KERP is expected to be similar to the original KERP.

29. The Monitor and the Applicants have discussed the Further KERP with the Agent.  Based

on these discussions, the Monitor understands that the Agent is generally supportive of the

Further KERP as long as the form of KERP is at least in part, incentive based for certain

Key Employees.

30. The Applicants are working with the Monitor to finalize the terms of the KERP and the

Applicants will provide the final Further KERP to the Court on a confidential basis prior

to the hearing of the Applicants’ motion.

31. The Monitor agrees that a KERP is appropriate in the circumstances.  The Monitor will

provide its view of the final Further KERP to the Court either at the hearing of the motion

or in a supplemental report once the Further KERP is finalized.

STATUS OF REAL PROPERTY LISTINGS 

32. As set out in previous reports of the Monitor, NAFA is currently in the process of selling

its owned real estate.  Such real estate includes:
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(a) the Carlingview Property, which is the Applicants’ distribution centre; 

(b) the Skyway Property, which is where the Applicants’ head office and auction 

facility is located; 

(c) Its two facilities in Stoughton, Wisconsin (the “Wisconsin Properties”) which is 

where NAFA’s U.S. head office and storage facility are located; and 

(d) Its Polish warehouse (the “Polish Property”). 

Status of the Carlingview Property 

33. The Carlingview Property was listed for sale prior to the commencement of the CCAA 

Proceedings.  The Carlingview Transaction was approved by the Court on November 28, 

2019 and closed on January 6, 2020. 

34. NAFA received CAD$11 million from the proceeds of the Carlingview Transaction, which 

were distributed as follows: 

(a) Approximately CAD$4.1 million was paid to Farm Credit Canada (“FCC”) to 

retire the mortgage on the Carlingview Property.  The Monitor obtained a legal 

opinion from its counsel, which concluded, subject to the usual qualifications, that 

FCC had a valid first charge against the Carlingview Property; 

(b) $1.65 million, plus accrued interest and legal fees, was paid to the DIP Lender to 

retire the DIP Facility; 

(c) Approximately $620,000 was paid to the Agent’s advisors in respect of pre-filing 

advisory services provided to the Agent; and 
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(d) The balance of approximately $2.6 million was paid to the Syndicate in partial

repayment of Tranche B of the Syndicate Debt.

The Skyway Property 

35. The Skyway Property is subject to a secured debt facility, provided by BDC, in the

approximate amount of $4.7 million.

36. In accordance with the Ground Lease Order, NAFA established a protocol with BDC and

obtained four separate proposals to market the Skyway Property for sale.  Proposals were

received from three international brokerage firms and one professional services firm that

operates a real estate practice.  The proposals were provided to BDC for its input prior to

NAFA deciding which agent to engage to market the property.

37. After consultation with BDC and advising the Agent, NAFA has engaged CB Richard Ellis

(“CBRE”), a well-known international brokerage firm on January 20, 2020 and has begun

marketing the property.  A copy of its engagement letter has been provided to BDC and the

Agent.

38. CBRE was the broker on the Carlingview Transaction and is known to NAFA.  CBRE has

experience with the real estate market surrounding the Skyway Property generally.  CBRE

also has extensive knowledge of the Skyway Property and the specifics of the ground leases

related thereto.  As such, CBRE is well-positioned to assist NAFA in this regard.  CBRE

was engaged by NAFA on January 20, 2020.

The Wisconsin Properties 

39. NAFA and NAFA Properties jointly own the properties municipally known as 205

Industrial Circle and 1600 Williams Drive in Stoughton, Wisconsin. The Wisconsin
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Properties are the Applicants’ primary operating facilities in the United States and are used 

for both the grading of pelts and office space. 

40. NAFA has received three proposals from three real estate brokers to list the Wisconsin 

Properties.  As of the date of this Third Report, NAFA has determined its preferred broker 

and will consult with the Agent in the near term prior to engaging the broker. 

41. The Wisconsin Properties are currently being leased to Saga in order to receive North 

American mink pelts.  The term of this lease runs through to June 27, 2020. 

The Polish Property 

42. The Monitor has been advised by Management that, in accordance with the Amended and 

Restated Initial Order, a Polish real estate broker has been engaged to list the Polish 

Property for sale.  A sale of the Polish Property will require Court approval, at this time, 

no recognition order is intended to be sought in Poland in respect of the sale of the Polish 

Property. 

43. As part of the listing of the Polish Property, the following steps are being taken: 

(a) The property is being advertised in relevant Polish business newspapers; 

(b) The Polish Property has been listed in a database that is comparable to the North 

American Multiple Listing Service; 

(c) The Polish Property is near an airport and there are billboards on the surrounding 

highways.  Advertising also runs continually within the airport itself; 

(d) A video highlighting the building’s attributes has been placed on social media sites 

such as YouTube and Instagram as well as on the broker’s website; and 
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(e) Tours of the Polish Property have been arranged, with one party having already 

toured and a second scheduled in the near term. 

44. The Polish Property is subject to a secured debt facility in the amount of approximately 

$4.8 million.  The Monitor understands that the EDC is part of the Syndicate but has a right 

of first payment in respect of the Polish Property such that EDC’s debt in the Syndicate is 

retired first from the sale of this property and second from NAFA’s operating cash flow or 

other assets but after the other Syndicate members’ indebtedness is repaid in full. 

45. The Applicants and Monitor will update the Court as the sale process progresses.  The 

Monitor notes that the Revised Cash Flow Forecast does not include any realizations from the 

Applicants’ remaining real estate during the Revised Cash Flow Period.   

STATUS OF THE SAGA ARRANGEMENT 

46. As set out in the Monitor’s prior reports, NAFA is implementing an arrangement with Saga 

whereby SAGA agreed to receive the furs that would otherwise have been consigned to 

NAFA and attend to their sale and provide the proceeds to NAFA to allow NAFA to repay 

the Syndicate Debt (the “Saga Arrangement”).  Payment of a certain amount of funds to 

NAFA immediately after delivery and grading by Saga was a key benefit and source of 

liquidity of the Saga Arrangement. 

47. As part of the Saga Arrangement, NAFA is to obtain assignments of receivable (“AORs”) 

from its historical consignors confirming that Saga will pay funds to NAFA for pelts that 

are delivered to its warehouse for grading and eventual sale.  Absent an AOR for a 

particular farm, Saga has advised NAFA and the Monitor that it will not pay funds to NAFA 

up front based on Saga’s interpretation of the Saga Arrangement. 
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48. Management has requested that all consignors that have received kit loan funding execute 

an AOR and return it to Saga so that funds can be disbursed to NAFA.  To date, the receipt 

of such AOR documents has been slower than anticipated.  As such, Saga transfers to 

NAFA have been significantly less than expected to date. 

49. Given the implementation of the Saga Arrangement, NAFA has received approximately 

$10.1 million, including expense reimbursements, from Saga during the Reporting Period.  

50. Management has engaged with Saga and has included the Monitor in those discussions 

with a view to resolving this issue.  To date, a resolution for securing AORs from NAFA 

financed farmers to ensure that Saga will deliver pelt proceeds to NAFA once pelts are 

delivered to Saga or sold at auction has not been reached.  However, Saga and the 

Applicants are working together to reach one.  

51. To assist in obtaining the AORs, the Applicants are in the process of issuing demands to 

each of the farms indebted to NAFA in respect of funded 2019 kit loans or rollover loans 

in respect of prior years.  The form of demand letter has been reviewed by the Monitor.  

American Mink Exchange/Kopenhagen Furs 

52. In addition to there being a slower than anticipated collection of proceeds from the Saga 

Arrangement for the reasons set out above, some farmers have decided not to deliver their 

pelts to Saga and instead have delivered or intend to deliver their pelts to either Kopenhagen 

Furs (“KF”) or their American broker/agent, the American Mink Exchange (“AME”).  The 

Monitor understands that some farmers believe that they can obtain a better recovery on 

their pelts at KF or AME than they can with Saga. 
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53. The Monitor understands that KF is the largest fur auction house in the world.  AME 

operates a brokerage house out of New York, where it receives, grades and sorts North 

American fur farmers’ products and then ships them to KF for auction.  

54. NAFA currently does not have any finalized arrangements with KF or AME in respect of 

any mink KF or AME may receive that is pledged by the relevant farmer to NAFA, which 

would allow NAFA to be paid an advance for such pledged skins.  In addition, if such skins 

are sold by KF or AME then there is a risk that the farmer would receive the proceeds rather 

than NAFA.  

55. NAFA and the Monitor had a productive discussion on these issues with AME on January 

16, 2020.  The Monitor followed up in writing to AME setting out NAFA’s and the 

Monitor’s position in respect of NAFA’s collateral.  AME has agreed to work with NAFA 

and has verbally provided their assurance that they will recognize NAFA’s security 

position in mink delivered to it from farmers that have pledged mink to NAFA.  They have 

also offered to possibly provide an advance on delivery subject to receiving an AOR, 

similar to the one paid by Saga under the Saga Arrangement, on a case by case basis and 

that they would likely be in a position to pay pelting costs incurred by NAFA at the pelting 

plants for furs delivered to AME. 

56. NAFA and the Monitor also held a conference call directly with KF on January 23, 2020 

and reviewed with them the same position which had been expressed to AME.  KF similarly 

acknowledged the existence of the NAFA security, and considered the possibility of 

providing advances, both for pelts delivered and for pelting costs expended by NAFA, 

provided the pelts are delivered to KF with an AOR.  The Monitor and NAFA are in the 

process of sending correspondence to KF with a view to formalizing an arrangement with 
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KF as soon as possible and in any event in advance of any of the pelts that are subject to 

NAFA’s security being sold in KF’s auction.   

57. Given that NAFA cannot control where a farmer decides to deliver its pelts, the Monitor is 

working closely with NAFA to ensure its security is protected and to finalize arrangements 

with AME and KF that are as similar to the Saga Arrangement as possible.   

ACTUAL RECEIPTS AND DISBURSEMENTS DURING THE REPORTING PERIOD 

58. Attached as Appendix “D” to this Third Report is a summary of the Applicants’ receipts 

and disbursements for the period November 22, 2019 to January 17, 2020.  Such cash flows 

are summarized in the table below. Forecast cash flows represent amounts presented in 

Appendix “D” of the Second Report (the “Cash Flow Forecast”): 
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59. The following paragraphs set out the actual receipts and disbursements of the Applicants 

during the Reporting Period.  Significant variances between such receipts and 

disbursements and amounts set out in the Cash Flow Forecast are set out below: 

(a) Since the beginning of the Reporting Period, buyer receipts have totaled 

approximately $2.173 million.  This amount compares to a total of $2.41 million in 

the Cash Flow Forecast, resulting in a negative variance of approximately $237,000 

North American Fur Auctions Inc.

Summary of Reporting Period Receipts and Disbursements

For the period November 16, 2019 to January 17, 2020

Actual Forecast Variance

Receipts

Buyer Receipts 2,173,517$          2,410,502$          (236,985)$            

HST Refund -                       25,000                 (25,000)                

Other 2,622,070            30,000                 2,592,070            

SAGA LOI Receipts 9,846,409            17,452,464          (7,606,055)           

SAGA Reimbursement for Operating Expenditures 204,028               367,336               (163,308)              

Disposal of PP&E 5,044,273            4,603,893            440,380               

Total Receipts 19,890,298$     24,889,195$     (4,998,897)$      

Disbursements

Kit Loans & Pelt Advances - North America 1,170,347$          1,765,977$          595,630$             

Kit Loans & Pelt Advances - Europe 2,283,451            4,731,552            2,448,101            

Occupancy Costs 320,022               466,468               146,446               

Employee Costs 1,033,764            1,299,031            265,267               

Collection, Grading, Warehousing Costs 156,422               259,354               102,932               

Professional Fees 1,761,254            2,836,963            1,075,709            

Insurance 236,359               73,012                 (163,347)              

GST / HST Payments 24,543                 50,000                 25,457                 

Other Administrative and Operating Costs 266,460               501,357               234,897               

Total Disbursements 7,252,622$       11,983,714$     4,731,092$       

Net Cash Flow 12,637,675$     12,905,481$     (267,806)$         

Opening Bank Cash Balance 2,326,941$          2,326,941$          -$                     

Receipts 19,890,298          24,889,195          (4,998,897)           

Disbursements (7,252,622)           (11,983,714)         4,731,092            

Transactions in CIBC Operating Account (1,855,939)           -                       (1,855,939)           

Transactions in Foreign Bank Accounts 44,563                 -                       44,563                 

Repayment of DIP Loan (1,650,000)           (1,650,000)           -                       

Repayment of Tranche B (7,888,929)           (8,000,000)           111,071               

Repayment of Tranche A -                       -                       -                       

Bank Interest and Refinancing Costs (855,649)              (717,909)              (137,740)              

Closing Bank Cash Balance 2,758,663$       4,864,513$       (2,105,850)$      
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(10%).  Management is in regular contact with buyers and has discussed payment 

terms with each.  Such terms are reflected in the Revised Cash Flow Forecast.  

Management expects that substantially all of the remaining balances will be 

collected in the Revised Cash Flow Forecast period.  If they are not, NAFA has the 

option to resell any furs that it has in its possession to satisfy the unpaid balance, 

which NAFA is considering; 

(b) Other receipts represent amounts transferred from non-operating bank accounts to 

NAFA’s main bank account and which were not previously in the Cash Flow 

Forecast.  NAFA requested that such funds be transferred into its account during 

the week ended January 17, 2020 and then subsequently paid the funds to the Agent 

in partial repayment of the Syndicate Debt.  No such transfer was originally 

forecast; 

(c) Receipts related to the Saga Arrangement, including expense reimbursements, 

totaled approximately $10.1 million, compared to a forecast amount of $17.8 

million, during the Reporting Period.  This is lower than the amount contemplated 

in the Cash Flow Forecast by approximately $7.8 million.  This variance consists 

of three principal parts: 

(i) The Cash Flow Forecast assumed that all of NAFA’s kit loan consigners 

would consign their furs to Saga, but this has not occurred.  Approximately 

28% of the skins (571,000 skins in total) on which NAFA forecast pelt 

advances have not yet been consigned to Saga.  As such, a timing difference 

has resulted since recovery on these pelts will not be realized until after the 

other auction houses sell the pelts at one of the 2020 auctions.  Pelt 
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deliveries, to date, for the spring auction are also lower than Management’s 

expectations; 

(ii) The Cash Flow Forecast assumed that substantially all of the skins to be 

sold would be auctioned at Saga’s March auction.  In fact, NAFA now 

estimates that as much as 60% of total pelt deliveries will occur for the 

summer and fall auctions, resulting in significant timing differences; and 

(iii) As set out above, Saga requires that all consignors execute an AOR in 

favour of NAFA prior to paying a pelt advances for skins delivered and, 

eventually, auction proceeds.  Certain farmers have not executed AORs.  

This has resulted in Saga not releasing payment for certain pelt deliveries 

until the AOR is executed.  Management is working with Saga and the mink 

ranchers to attempt to expedite this process; 

(d) Cash receipts related to asset sales were approximately $5.0 million during the 

Reporting Period with this amount principally made up of the proceeds from the 

Carlingview Transaction (i.e. after payment of the FCC mortgage on this property).  

The balance of this line item represents miscellaneous asset surplus sales in both 

Europe and North America; 

(e) North American kit loan and pelt advance disbursements totaled approximately 

$1.17 million during the Reporting Period.  This amount was approximately 

$596,000 lower than contemplated in the Cash Flow Forecast.  The reason is that 

certain mink farmers have been able to manage their own cash flows and the full 

amount of forecast disbursements has not been necessary.  Management expects 

that this difference is permanent given where the farmers are in the pelting process; 



  

21 

  

(f) Kit loans and pelt advances in Europe totaled approximately $2.3 million compared 

to a forecast amount of approximately $4.7 million.  Certain farmers required less 

financing to complete their pelting operations and/or obtained alternate funding so 

disbursements were less than forecast.  Management expects that this difference is 

permanent, although a portion of this variance has been included as additional 

pelting costs in the Revised Cash Flow Forecast should they be required; 

(g) Occupancy costs were forecast to be approximately $466,000 during the Reporting 

Period, and actual disbursements totaled approximately $320,000.  This amount is 

lower than forecast because utilities and maintenance costs have been less than 

forecast.  As such, this variance is largely permanent in nature; 

(h) Employee costs during the Reporting Period totaled approximately $1.0 million 

compared to a forecast amount of $1.3 million resulting in a positive variance of 

approximately $265,000.  Approximately half of this difference is due to the timing 

of the funding of the KERP, which was initially forecast to be paid in the week 

ended January 17, 2020.  This payment is now forecast in the week ended January 

31, 2020 in the Revised Cash Flow Forecast.  The remainder of the difference is 

largely attributable to the lower than forecast levels of temporary staff and 

Management expects this portion of the variance to be permanent; 

(i) Given the lack of collection and grading activity, such costs have been substantially 

lower than forecast.  Disbursements were estimated to be approximately $239,000 

during the Reporting Period but totaled only $156,000.  As NAFA is not actively 

collecting furs, Management expects this difference to be permanent; 
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(j) Professional costs were less than forecast by approximately $1.1 million due to the 

timing of invoice receipt from the various professional service firms.  The Revised 

Cash Flow Forecast includes updated invoice timing for those items which have 

been incurred but not paid; 

(k) Insurance payments of $73,000 were forecast but actual disbursements totaled 

$236,000.  The Cash Flow Forecast had assumed that insurance premiums would 

be paid on a monthly basis.  However, NAFA’s insurer required the full policy 

premium to be paid up front.  As such, amounts disbursed were greater than 

forecast; and 

(l) Other administrative and operating costs were $266,000, which was $235,000 less 

than forecast.  The Cash Flow Forecast assumed that higher costs would be 

incurred, but such costs did not materialize and a permanent variance has resulted. 



  

23 

  

REVISED CASH FLOW FORECAST 

60. Attached as Appendix “E” to this Third Report is the Revised Cash Flow Forecast, which 

is also is summarized in the table below: 

 

North American Fur Auctions Inc.

13-Week Cash Flow Forecast

For the period January 18, 2020 to April 17, 2020

(in USD '000s)

Week #

Week Ending

Receipts

Buyer Receipts 3,536               

HST Refund 75                    

Other 45                    

Net NAFA auction receipts 1,381               

SAGA LOI Receipts / Auction house advances (Schedule 1) 570                  

SAGA LOI Receipts / Auction house advances (Schedule 2) 17,956             

SAGA LOI Receipts / Auction house advances (Schedule 3) 494                  

SAGA reimbursement for operating expenditures 140                  

Total Receipts 24,197             

Disbursements

Pelt processing costs - North America 462                  

Pelt processing costs - Europe 945                  

Daikoku herd maintenance funding 337                  

Occupancy costs 428                  

Employee costs 1,199               

Shipping and warehousing costs 40                    

Professional fees 2,383               

GST / HST payments 75                    

Other administrative and operating costs 264                  

Total Disbursements 6,133               

Net Cash Flow 18,063             

Opening bank cash balance 2,759               

Receipts 24,197             

Disbursements 6,133               

Repayment of Tranche B 111                  

Repayment of Operating Tranche A 18,912             

Mortgage payment and other costs 295                  

Bank interest and refinancing costs 504                  

Closing bank cash balance 1,000               

Tranche B Balance

Opening 111                  

Net increase/(decrease) (111)                 

Ending -                       

Operating Tranche A Balance

Opening 21,850             

Net increase/(decrease) (18,912)            

Ending 2,938               

Term Tranche A Balance

Opening 4,813               

Net increase/(decrease) (138)                 

Ending 4,675               

Total Tranche A Balance

Opening 26,663             

Net increase/(decrease) (19,050)            

Ending 7,613               

Total
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61. The Revised Cash Flow Forecast is based on the following material assumptions: 

(a) Buyer receipts are based on Management’s assessment of when each buyer will 

fully pay their outstanding balances for auction purchases and storage charges.  

Management is in regular contact with each customer and has estimated collections 

on that basis.  A total of $3.5 million of buyer receipts is included in the Revised 

Cash Flow Forecast; 

(b) Net auction receipts represent both the costs and the revenues that are forecast to 

accrue to NAFA on the basis that it holds the Auction in the spring of 2020.  

Disbursements include those “hard” costs that NAFA expects to incur and are 

spread across a number of weeks.  The inflow related to NAFA receiving its 

commissions and Auction proceeds, which will be held by the Monitor, are forecast 

to be received on the Auction “prompt date”, which is three weeks after the 

Auction’s conclusion.  NAFA has approximately 294,000 skins to offer at the 

Auction.  Projected Auction results are summarized in Confidential Appendix “1”;  

(c) Receipts related to the Saga Arrangement and other auction house advances (as 

discussed above) are based on the level of pelts that are expected to be delivered 

and auctioned in each 2020 auction.  The skins to be consigned have been split into 

three realization “schedules”.  Specific assumptions related to each are set out 

below: 

(i) Schedule 1 auction receipts represent those farms whose kit loans Saga 

acquired at the end of November, 2019.  Saga paid NAFA for the kit loans 

funded and continues to pay pelt advances as the skins are delivered to 
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Saga’s facilities.  Auction proceeds, at the auction prompt date, are also 

forecast; 

(ii) Schedule 2 farms include those that will be consigning their pelts to Saga

but whose kit loans were not acquired by Saga in 2019.  Recoveries include

pelt advances, assumed to be evenly received until the auction, and auction

proceeds at the auction prompt date.  Due to the uncertainty regarding

certain farms, four farms that were previously included as Schedule 1 farms

in the Cash Flow Forecast have been moved to Schedule 2 farms in the

Revised Cash Flow Forecast; and

(iii) Schedule 3 farms include those that are undecided in terms of where to

consign their pelts and those that are known to be consigning with other

auction houses such as AME or KF.  Due to a lack of an agreement with

these other auctioneers in respect of pelt advances, all proceeds are received

at the auction prompt date.

The schedules assume that approximately one third of pelts will be auctioned in late 

winter/early spring, the majority of pelts will be auctioned in the summer with less 

than 10% being auctioned in the fall.  The following table sets out the expected 

recoveries over the Revised Cash Flow Period by farm group: 

Farm type 

Total # of 

skins 

committed 

# of 

farms in 

group 

Book value 

of loans 

Pelt advance 

recovery 

Auction 

recovery 

Total 

recovery 

Schedule 1 368,664 20 $1,781,487 $545,021 $25,084 $570,105 

Schedule 2 1,499,971 25 $35,351,567 $15,594,829 $2,361,349 $17,956,178 

Schedule 3 571,200 17 $32,436,492 - - $494,0001 

Total 2,439,835 62 $69,569,546 $16,139,850 $2,386,433 $19,020,283 
Note 1:  Represents anticipated settlement funds related to two farms
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Total recoveries, both within the Revised Cash Flow Period and thereafter, are 

summarized in the table below: 

Farm type Cash Flow Forecast 

Period Recovery 

Recovery thereafter Total recovery 

Schedule 1 $570,105 $101,087 $671,193 

Schedule 2 $17,956,178 $3,756,188 $21,712,366 

Schedule 3 $494,000 $7,795,188 $8,289,188 

Total $19,020,283 $11,652,464 $30,672,747 

 

(d) The reimbursement of operating costs represents monthly lease payments and a pro 

rata receipt for the annual property taxes paid by NAFA related to the Wisconsin 

Properties; 

(e) Pelt processing costs in both North America and Europe represent those costs that 

may be necessary to secure or otherwise finance pelts over which NAFA has 

security.  Management is still assessing which farms will receive future funding, 

but a number of known potential disbursements have been included; 

(f) Occupancy costs represent the continuing occupation of NAFA’s owned facilities 

in Toronto and Poland; 

(g) Employee costs represent primarily payroll costs for current and severed employees 

and also includes a provision for certain benefit payments that may be required 

related U.S. income tax regulations.  Also included are payments for the KERP in 

the week ended January 31, 2020; 

(h) Shipping costs represent the warehousing costs related to packaging and other costs 

related to the shipment of consigned goods; 
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(i) Professional fees represent the fees of the various advisors that are involved in the 

CCAA Proceedings.  This includes Applicants’ advisors, the Monitor and its 

counsel and the Agent’s financial and legal advisors; 

(j) GST/HST payments represent Management’s estimate of ongoing tax payments 

that are required; and 

(k) Other administrative costs include miscellaneous expenses. 

62. In addition to the operating costs set out above, the Revised Cash Flow Forecast includes 

scheduled debt repayments to the Syndicate as contemplated by the Distributable Funds 

mechanism that is detailed in the First Report and approved pursuant to the Amended and 

Restated Initial Order.  Each week, NAFA and the Agent agree on the quantum of debt 

repayment with the starting point being those funds in excess of $1 million at the close of 

business each week.  Any adjustments are then agreed between the parties and NAFA then 

disburses the funds.  Two such disbursements have occurred as at the date of this Third 

Report.  

63. As indicated above, the Revised Cash Flow Forecast does include any realization from the 

sale of the Applicants’ remaining real estate or any of the Applicants’ other assets.  Based 

on the listing prices of the real estate properties it is expected that there is equity in each 

property that will be available for distribution to the Agent after the payment of specific 

security interests on these properties.  

Risks related to the Revised Cash Flow Forecast 

64. The Monitor notes there are material risks associated with the Revised Cash Flow Forecast, 

including: 



28 

(a) Market Risk. The value of the pelts committed from NAFA’s financed farmers is

inherently tied to the price at which the pelts are sold at auction. The auction price

is inherently difficult to forecast.  On January 28, 2020, KF announced the

cancellation of its February 2020 auction due to concerns about the Coronavirus

and its effect on purchasers’ travel attendance at the auction.  The Revised Cash

Flow Forecast does not contain any recovery from the now cancelled February 2020

KF auction.  The Revised Cash Flow Forecast includes approximately $9.6M to be

received from Saga in respect of pelt advances and auction proceeds related to

Saga’s March 2020 auction (which has viewing February 27 to March 3 and the

auction March 4-13) over the two weeks ended April 10 and 17, 2020.  As of the

date of this Third Report, SAGA has not cancelled this auction.  If Saga were to

cancel the auction, NAFA estimates these receipts will be deferred to a later auction

after the Revised Cash Flow Period.  The KF announcement is not expected to

affect NAFA’s proposed Auction as this is largely a wild fur auction and the buyer

community is different;

(b) Collection Risk. Certain auction receivables are aging, which makes their

collectability less certain;

(c) Receipts from Saga. The issues affecting receipts from Saga under the Saga

Arrangement due to delays in farmers executing AORs, as described in detail

above, presents a potentially significant timing and collection risk;

(d) Arrangements with KF and AME.  Without an arrangement with KF and AME

similar to the Saga Arrangement, the timing and collectability of pelts received by
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them that are subject to NAFA’s security is uncertain. There is also no certainty 

around how many pelts that are pledged to NAFA will be received by KF and AME; 

and 

(e) Opportunistic Farmers.  Given the Applicants’ CCAA Proceeding, farmers have 

lost future funding sources and have attempted to leverage the delivery current pelts 

to extract some form of compensation, which presents a timing and collectability 

risk because litigation may be required to enforce NAFA’s rights against such 

farmers.  

(f) Disbursement Risks. There are risks that may impact the quantum of total 

disbursements including:  

(i) Pelting costs may be higher than forecast if additional, non-forecast requests 

are received from farmers for pelt advances; and 

(ii) Litigation costs may need to be incurred to recover amounts owing to 

NAFA by farmers. 

DAIKOKU BREEDER MAINTENANCE FUNDING 

65. The Revised Cash Flow Forecast includes disbursements in the amount of $337,000 during 

the Revised Cash Flow Period for the funding of Daikoku breeder minks.  Daikoku is an 

Applicant.  The Monitor understands that Daikoku leases a farm in Poland and owns the 

mink on that farm.  This funding is intended to be used by the Applicants to keep 

approximately 30,000 breeder minks alive and cared for with a view to creating 

approximately 110,000 minks for harvest and sale in the 2021 season. 
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66. There are further costs of $478,000 after the Revised Cash Flow Period, which would also 

need to be funded to keep these breeder minks alive prior to the date which the Monitor 

understands Daikoku would be in a position to seek to obtain a kit loan in the amount of 

$1.97 million to fund costs of the 110,000 mink produced. 

67. The Company has estimated that, net of all ordinary operating costs and advances 

(including the $337,000 in the Revised Cash Flow Forecast), the harvest and sale of the 

future crop of Daikoku mink will net approximately $738,000 based upon an average price 

of EUR 30 per pelt. 

68. The Agent has advised that it opposes the Applicants using cash, which is subject to its 

security interest, to maintain the Daikoku breeder minks and to invest in a 2020/2021 mink 

growing season.  

69. NAFA believes that funding the Daikoku farm preserves value for the farm that could be 

generated as a going concern, as an asset in the SISP or as annual cash flow as kits are 

produced and sold.  NAFA is further of the view that these benefits could provide value for 

creditors beyond the Syndicate.  Attached as Appendix “F” is a copy of the Applicant’s 

analysis relating to the Daikoku breeder minks and a comparison prepared by the Monitor 

of the recovery if the breeders are pelted now versus funding the breeder maintenance costs 

for a 2021 crop.  

70. The Monitor does not support the Applicants making these disbursements.  The Monitor is 

of the view that the funding and operational risks do not justify the investment for several 

reasons including: 

(a) The recovery is based on 2021 pelt prices being 28% greater than realized in 2019; 
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(b) Kit loan funding is not available until minks are produced and vaccinated, which is 

not until May or June and such financing is not yet secured; 

(c) The neighboring farm has Aleutian Disease and the Daikoku crop may be infected 

or become infected, which will require the herd to be pelted and/or affect the ability 

to obtain external kit financing; 

(d) Any funding provided to maintain the breeders in the near term will reduce the net 

recovery by such amount if the breeders are euthanized either due to infection or 

because Daikoku cannot obtain funding; 

(e) Pelting the herd now should generate approximately $467,000 with little 

operational risk as compared with $738,000 (a difference of $271,000) a year from 

now, which is subject to considerable operational risk albeit the breeders would 

also still exist. 

71. The Applicants and the Agent have been in discussions regarding a potential solution to 

allow certain funding of the Daikoku breeders in the near term.  The Monitor is supportive 

of the parties achieving a resolution on the terms currently being discussed.  The parties 

are in the process of finalizing the terms of the resolution.  The Monitor will provide further 

submissions regarding this issue to the Court at the Motion.  

EXTENSION OF THE STAY PERIOD 

72. Absent a further Order of the Court, the Stay Period is set to expire on January 31, 2020.  

The Applicants seek to extend the Stay Period to April 3, 2020. 

73. An extension of the Stay Period to April 3, 2020 will, among other things: 
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(a) Allow NAFA to continue to undertake the Saga Arrangement and to receive pelt 

proceeds from Saga; 

(b) Allow NAFA to work with AME and KF to reach satisfactory arrangements to 

ensure that NAFA’s security in the pelts can be realized; 

(c) Hold the Auction; and 

(d) The Monitor to commence implementation of the SISP on terms approved by the 

Applicants and the Agent, in consultation with BDC; and 

74. The Monitor is of the view that the Applicants continue to act in good faith and with due 

diligence and that an extension of the Stay Period to April 3, 2020 will allow NAFA to 

more fully implement its restructuring plan for the benefit of all stakeholders. 

75. For the reasons set out above, the Monitor is supportive of the Applicants’ request to extend 

the Stay Period. 

RECOMMENDATIONS 

76. For the reasons set out in this Third Report, the Monitor recommends that the Court grant 

the relief set out in the Motion including extending the Stay Period to April 3, 2020.  This 

would will allow the Applicants to: 

(a) conduct the Auction and negotiate an auction agreement with FHA to conduct it 

with FHA as a joint Auction; 

(b) Consult with the Agent and BDC to reach consensus on a SISP; 

(c) Incentivize certain employees via the Further KERP to remain at NAFA for the 

benefit of stakeholders; and 
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(d) Continue to realize proceeds from the Saga Arrangement and realize proceeds from 

pelts delivered by KF and AME to allow the Applicants to continue to repay the 

Syndicate Debt. 

All of which is respectfully submitted this 29th day of January, 2020. 

Deloitte Restructuring Inc. 
Solely in its capacity as Court-appointed 
Monitor of North American Fur Auctions Inc. et al 
 
Per: 
 

     
 
Philip J. Reynolds, LIT    Jorden Sleeth, LIT 
Senior Vice President     Senior Vice President 
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Appendix “A” 

Glossary of terms 

 

Glossary 

Term Definition 

Administration Charge The charge in the maximum amount of 

USD$750,000 granted pursuant to the Initial Order 

securing the fees and disbursements of the 

Applicants' counsel, the Monitor and its counsel, the 

advisors of the Syndicate, the Financial Advisor and 

counsel for the Directors (to a maximum of 

$100,000) 

Agent Canadian Imperial Bank of Commerce in its capacity 

as Agent for the Syndicate 

Amended and Restated Initial 

Order 

The Amended and Restated Initial Order of the Court 

dated November 8, 2019 

Applicants Collectively, 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 

BDC Business Development Bank of Canada 

CCAA Companies’ Creditors Arrangement Act, R.S.C., 

1985, c. C-36 

CCAA Proceedings The CCAA proceedings commenced pursuant to the 

Initial Order bearing Court file no. CV-19-

00630241-00CL 

CIBC  Canadian Imperial Bank of Commerce 

Court Ontario Superior Court of Justice (Commercial List) 

December Lawson Affidavit The Affidavit of Douglas Lawson sworn December 

20, 2019 

Deloitte Deloitte Restructuring Inc.  

DIP Charge The charge granted by the Court pursuant to the 

Initial Order against the Applicants' Property as 

security for the DIP Financing 

DIP Fee A fee in the amount of 2% earned by the DIP Lender 

for providing the DIP Financing  
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DIP Financing The interim financing in the maximum principal 

amount of $5.0 million provided by the DIP Lender 

approved by the Court pursuant to the Initial Order  

DIP Lender Waygar Capital Inc. 

DIP Term Sheet The DIP Term Sheet dated October 31, 2019 

between NAFA and the DIP Lender in respect of the 

DIP Financing approved by the Court pursuant to the 

Initial Order  

EDC Export Development Canada 

Financial Advisor Collectively, KPMG Inc. and KPMG Corporate 

Finance  

First Report First report of the Monitor dated November 7, 2019 

Initial Order The Order of Justice McEwen of the dated October 

31, 2019, as amended by the Amended and Restated 

Initial Order 

KERP Key employee retention program approved by the 

Court 

KERP Charge Charge in the amount of $150,000 approved the 

Court on November 8, 2019 

Monitor Deloitte in its capacity as Court-appointed Monitor 

of the Applicants  

NAFA North American Fur Auctions Inc. 

NAFA Properties NAFA Properties Inc. 

Pre-filing Report The pre-filing report of the proposed Monitor, dated 

October 31, 2019 

Property Has the meaning ascribed to that term in the 

Amended and Restated Initial Order 

Stay Period The stay of proceedings granted pursuant to the 

Initial Order, as may be extended from time to time 

Syndicate A group of financial institutions that, together, have 

provided senior secured financing to the Applicants 

as represented by the Canadian Imperial Bank of 

Commerce as Agent 

Syndicate Debt The indebtedness owing by the Applicants to the 

Syndicate  

VAG Van Ansem Group (being a collection of farms under 

one corporate umbrella) 



Appendix “B” 
Amended and Restated Initial Order 















































Appendix “C” 
Draft SISP Provided to the Agent 



- 1 -

44421625.1 

SALE AND INVESTMENT SOLICITATION PROCESS 

1. North American Fur Auctions Inc. and its subsidiaries and/or affiliates, North American Fur
Producers Inc., NAFA Properties Inc., NAFA Properties (US) Inc., 3306319 Nova Scotia
Limited, NAFA Properties Stoughton LLC, North American Fur Auctions (US) Inc.,

NAFPRO LLC (Wisconsin LLC), NAFA Europe Co-Operatief UA, NAFA Europe B.V.,
Daioku SP.Z OO, and NAFA Polska SP.Z OO (collectively, the “Applicants” or “NAFA”)
are a leading fur procurer, processor and auctioneer of animal furs for the consumer

garment market, with operations and procurement relationships all over the world (the
“Business”).

2. NAFA applied for and was granted protection under the Companies’ Creditors

Arrangement Act (the “CCAA”) pursuant to an Initial Order dated October 31, 2019

(as amended and restated from time to time, the “Initial Order”) of the Ontario

Superior Court of Justice (Commercial List) (the “Court”). Pursuant to the Initial

Order, Deloitte Restructuring Inc. was appointed as Monitor of NAFA (the “Monitor”)

in the CCAA proceedings bearing Court File No. CV-20-00634195-00CL (the “CCAA

Proceedings”).

3. The purpose of this sale and investment solicitation process (the “SISP”) is to seek

LOIs and Bids (each as defined below) and to implement one or more Successful Bids

(as defined below), the whole as more fully detailed below.

4. Capitalized terms used in this SISP have the meanings given to them herein.

SISP Order 

5. On January 30, 2020, the Court issued an order (the “SISP Order”) which, inter alia

approved a sale and solicitation process pursuant to which NAFA, with the assistance

of the Monitor, will solicit offers for a potential Investment Proposal and/or a Sale

Proposal (as both terms are defined below) in accordance with the terms of this SISP.

6. Accordingly, this SISP shall govern the solicitation by NAFA and the Monitor of LOIs

and Bids for all or part of the Business and/or Assets (as both terms are defined below)

and the selection of one or more Successful Bids.

Assets Subject to Sale 

7. With respect to a Sale Proposal, the assets available to be sold include substantially

all of the assets, Property (as defined in the Initial Order) and undertakings of NAFA,

wherever situated (the “Assets”).  All or part of the Business of NAFA will be available

to be sold including, without limitation, the following:

(a) the Blackglama mark and all other trademarks and intellectual property

owned by NAFA;

(b) the real estate owned by NAFA; and

(c) NAFA’s loan portfolio.

8. Notwithstanding anything else contained herein, at any time after entry of the SISP

Order, NAFA, in its reasonable business judgment and in consultation with the
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Monitor, and upon notice to any Prospective Bidder, may, from time to time, withdraw 

any Assets from this SISP. 

Supervision of the SISP 

9. The Monitor will conduct of the SISP and will assist and support the efforts of NAFA

as provided for herein. NAFA, in consultation with the Monitor and Canadian Imperial

Bank of Commerce as agent for the lenders (in such capacity, the “Agent”), shall

have the authority to select one or more Successful Bids and effect a sale, subject to

approval by the Court, of NAFA’s Business and/or Assets (or any portion thereof) on

behalf of NAFA.

10. In the event that there is disagreement or clarification required as to the interpretation
or application of this SISP or the responsibilities of the Monitor, or NAFA, the Court
will have jurisdiction to hear such matter and provide advice and direction, upon the
application of the Monitor or NAFA.

Investment Proposal or Sale Proposal 

11. A Prospective Bidder (as defined below) may, at the option of such Prospective

Bidder, submit an LOI or a Bid involving one or more of the following:

(a) A restructuring, recapitalization or other form of reorganization of the Business

of NAFA as a going concern or a purchase of any or all equity interests held by

NAFA and/or its current equity holders (collectively, an “Investment

Proposal”); and/or

(b) A purchase of all or substantially all or any portion of the Assets of NAFA (a
“Sale Proposal”).

As is, where is 

12. Any sale of the Assets or Business will be completed on an “as is, where is” basis and

without representations, warranties, covenants or indemnities of any kind, nature, or

description by NAFA or the Monitor or any of their respective agents, directors,

officers, employees, professionals, advisors, or otherwise, except to the extent set

forth in the executed definitive sale agreement(s) with the Successful Bidder(s) and

any orders of the Court.

Free of Any And All Claims and Interests in Canada 

13. All of the rights, title and interests of NAFA in and to the Assets, or any portion thereof,

to be acquired will be sold free and clear of all Canadian security, charges, pledges,

liens, encumbrances, claims or other restrictions thereon and there against including

for greater certainty any charges or encumbrances created by the Initial Order or

subsequent orders of the Court in the CCAA Proceedings (collectively, the

“Encumbrances”), except for those liens and encumbrances expressly to be assumed

by the Successful Bidder(s) and permitted encumbrances, pursuant to an Approval and

Vesting Order(s) in a form satisfactory to the Successful Bidder(s), NAFA, the Monitor, and

granted by the Court.  The Encumbrances shall attach to the net proceeds of the sale of

such Assets, as applicable without prejudice to any claims or causes of action regarding

priority, validity or enforceability thereof.
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14. In the event that a Successful Bidder(s) as a term of its executed definitive sale

agreement(s) requires an Order from a Court in any jurisdiction where the Assets being

purchased are located, the Monitor and NAFA will work with the Successful Bidder(s) on a

best efforts basis to obtain such Order in the foreign jurisdiction.

Solicitation 

15. As soon as reasonably practicable, the Monitor will prepare, in consultation and with

NAFA and the Agent, (a) a list of potential bidders who may be interested in submitting

an Investment Proposal and/or a Sale Proposal (the “Prospect List”) including both

strategic and financial parties who, in the Monitor’s judgment, in consultation with

NAFA and the Agent may be interested in effecting a transaction; (b) an initial offering

summary (the “Teaser Letter”) to notify each party on the Prospect List of the

solicitation process under this SISP and to invite each such party to make an

Investment Proposal and/or a Sale Proposal; and (c) a form of confidentiality

agreement, which shall include an agreement to be bound by the provisions of this

SISP (the “Confidentiality Agreement”).

16. As soon as reasonably practicable, but in any event no later than March 2, 2020, the

Monitor shall send the Teaser Letter, a copy of the SISP Order and the form of

Confidentiality Agreement to those persons on the Prospect List (the “Phase 1

Commencement Date”) and, as soon as reasonably practicable thereafter, to any

other person who expresses an interest in this SISP, who requests a copy of the

Teaser Letter or who is identified to NAFA or the Monitor as a potential bidder.

SISP - PHASE 1 

17. For a period of sixty (60) calendar days following the Phase 1 Commencement Date,

or for such longer period as the Monitor, in consultation with NAFA and the Agent, may

determine, acting reasonably (“Phase 1”), the Monitor will solicit non-binding

indications of interest in the form of non-binding letters of intent (each an “LOI”) from

each potential bidder on the Prospect List as well as any other interested party to effect

an Investment Proposal or a Sale Proposal.

18. [Placeholder - Advertising to be discussed: As soon as reasonably practicable

after the granting of the SISP Order, but in any event no more than eight (8) business

days after the issuance of the SISP Order, the Monitor will cause a notice of the SISP

(and such other information the Monitor considers appropriate) to be published in [The

Globe and Mail (National Edition)] and any other newspaper or trade journal as the

Monitor and NAFA consider appropriate.]

19. Interested parties that execute and deliver to the Monitor the Confidentiality Agreement
shall receive a detailed confidential information memorandum prepared by the Monitor,
in consultation with NAFA, describing the opportunity to effect an Investment Proposal
and/or a Sale Proposal.  Additionally, such parties shall receive access to an electronic
due diligence database (the “Due Diligence Access”). The Due Diligence Access for
each party shall terminate upon the Phase 1 LOI Deadline (as defined below) in the
event that such party fails to deliver an LOI in accordance with the instructions
contained in the "Phase 1 Timing" section below.

20. The Monitor, together with NAFA, will coordinate all reasonable requests for Due

Diligence Access for all parties eligible to receive such access in accordance with this

section. The Monitor and NAFA are not responsible for, and will bear no liability with
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respect to, any information obtained by any party in connection with the Business or 

the Assets and do not make any representations or warranties as to the information or 

materials provided. 

21. In respect of information requests or any other matters concerning an Investment

Proposal and/or a Sale Proposal, Prospective Bidders must communicate with Jorden

Sleeth of the Monitor, or with such other individual or individuals as the Monitor may

authorize in writing and [name to be obtained] of NAFA or such other individuals as

NAFA may authorize in writing.  Without the prior written consent of the Monitor, no

Prospective Bidders or representatives of Prospective Bidders may initiate or cause to

be initiated or maintain any communication with any officer, director, agent, employee,

affiliate, creditor, shareholder, customer or supplier of NAFA concerning NAFA’s

Business, Assets, operations, prospects or finances, or any matters relating to an

Investment Proposal and/or a Sale Proposal.

Phase 1 Timing 

22. Potential bidders that wish to pursue an Investment Proposal and/or a Sale Proposal

(a “Prospective Bidder”) must deliver a non-binding LOI in writing via email or by

personal delivery to the Monitor so that they are actually received by no later than 5:00

PM (Toronto time) on or before April 16, 2020, or such later date as determined by the

Monitor in consultation with NAFA and the Agent (the “Phase 1 LOI Deadline”) at:

Deloitte Restructuring Inc. 

8 Adelaide Street West, Suite 200 

Toronto, ON  M5H 0A9 

Attention: Jorden Sleeth 

Email: jsleeth@deloitte.ca 

and a copy to counsel to NAFA 

Blaney McMurtry LLP 
2 Queen St. E., Suite 1500 
Toronto, ON  M5C 3G5 

Attention: David Ullmann 

Email: dullmann@blaney.com 

Non-Binding Letters of lntent Requirements 

23. An LOI will be considered a qualified LOI (a “Qualified LOI”) only if:

(a) it is submitted on or before the Phase 1 LOI Deadline;

(b) it contains an executed Confidentiality Agreement (if not already delivered);

(c) it indicates whether the LOI involves a Sale Proposal and/or an Investment

Proposal;

(d) it identifies the Prospective Bidder and representatives thereof who are

authorized to appear and act on behalf of the Prospective Bidder for all

purposes regarding the contemplated transaction and it must fully disclose the
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identity of each entity that will be sponsoring, participating in or benefiting from 

the transaction contemplated by the LOI and the complete terms of such 

participation, including, in the case of an entity formed or to be formed for the 

purpose of entering into the transaction contemplated by the LOI, the identity 

of each actual or anticipated direct or indirect equity holder or beneficiary of 

such entity and the percentage of such equity holder or beneficiary’s interest 

in the transaction contemplated by the LOI; 

(e) it describes the structure and financing of the proposed transaction (including,
but not limited to, a specific indication of the sources of financing for the

purchase price, and preliminary evidence of the availability of such financing
and the steps necessary and associated timing to obtain such financing and
consummate the proposed transaction in each case in sufficient detail to permit

the Monitor and NAFA, in consultation with the Agent, to make a reasonable
business or professional judgment as to the Prospective Bidder’s financial or
other capabilities to consummate the transaction);

(f) it describes the conditions and approvals required for a final and binding offer,

including any anticipated corporate, security holder, internal or regulatory

approvals required to close the transaction, and an estimate of the anticipated

timeframe and any anticipated impediments for obtaining such approvals;

(g) it describes any additional due diligence required to be conducted during Phase

2 (as defined below);

(h) it identifies all conditions to closing to be imposed by the Prospective Bidder

including, without limitation, any form of agreement required from a

government body, stakeholder or other third party;

(i) it contains such other information reasonably requested by the Monitor and

NAFA;

(j) in the case of a Sale Proposal, it identifies or contains the following:

(i) the purchase price (or range thereof) in Canadian dollars, including

details of any liabilities to be assumed by the Prospective Bidder;

(ii) the Assets that are to be purchased as part of the transaction;

(iii) the Assets that are to be excluded from the transaction;

(iv) a description of the Prospective Bidder’s intended use of the Assets that

are to be purchased as part of the transaction; and

(v) any other terms or conditions of the Sale Proposal that the Prospective

Bidder believes are material to the transaction;

(k) in the case of an Investment Proposal, it identifies or contains the following:

(i) a detailed description of the structure of the transaction including the

direct or indirect investment target;

(ii) the aggregate amount of the equity and debt investment to be made in

the Business;
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(iii) equity, if any, to be allocated to the secured and unsecured creditors of

NAFA;

(iv) key assumptions supporting the valuation;

(v) the underlying assumptions regarding the pro forma capital structure

(including the form and amount of anticipated equity and/or debt levels,

debt service fees, interest or dividend rates, amortization, voting rights

or other protective provisions (as applicable), redemption, prepayment

or repayment attributes and any other material attributes of the

investment);

(vi) a description of the Prospective Bidder’s intended use of the Assets that
are to be acquired as part of the transaction; and

(vii) any other terms or conditions of the Investment Proposal that the

Prospective Bidder believes are material to the transaction.

24. An LOI received by the Monitor and NAFA after the Phase 1 LOI Deadline shall not

constitute a Qualified LOI, it being understood that the Monitor, in consultation with

NAFA and the Agent, shall have the right to deem an LOI received after the Phase 1

LOI Deadline a Qualified LOI.

Assessment of Qualified LOIs and Continuation or Termination of Solicitation Process 

25. Following the Phase 1 LOI Deadline, the Monitor will assess the Qualified LOIs

received during Phase 1, if any, and will determine whether there is a reasonable

prospect of obtaining a Bid.  For the purpose of such evaluations, the Monitor may

request clarification of the terms of any Qualified LOI submitted by a Prospective

Bidder.

26. In assessing the Qualified LOIs submitted in Phase 1, the Monitor, in consultation with

NAFA and the Agent, may consider, among other things, the following:

(a) the form and amount of consideration being offered and the net value to NAFA

(including any assumed liabilities or other obligations to be performed by the

Prospective Bidder);

(b) whether the Qualified LOI maximizes value for the Business and/or the Assets;

(c) the demonstrated financial capability of the Prospective Bidder to consummate

the proposed transaction;

(d) the identity of the Prospective Bidder;

(e) the costs and risks associated with entering into a transaction with a

Prospective Bidder;

(f) any transition services required in respect of the transaction contemplated by the

Qualified LOI;

(g) any monetary value that may reasonably be attributed to any non-cash

consideration provided by a Prospective Bidder;
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(h) the conditions to closing of the proposed transaction (including any required
regulatory approvals and any other factors affecting the speed, certainty and
value of the transaction);

(i) the treatment of NAFA’s employees;

(j) whether a claim is likely to be created by the Qualified LOI and a comparison of

any such claims to claims likely to be created by any other Qualified LOI;

(k) the terms of the Qualified LOI (including, but not limited to, the anticipated

counterparties to the transaction, the anticipated closing date, and the planned

treatment of the Business);

(1) the estimated time required to complete the proposed transaction and whether,

in the Monitor’s judgment, it is reasonably likely to close on or before the

Outside Termination Date (as defined below); and

(m) such other criteria as the Monitor may determine.

27. If one or more Qualified LOIs are received and the Monitor, in consultation with NAFA

and the Agent, determines there is a reasonable prospect of obtaining a Bid, the

Monitor shall notify the Prospective Bidders that the SISP shall progress to Phase 2

on April 16, 2020 (the “Phase 2 Commencement Date”) and the solicitation process

shall be continued in accordance with this SISP for a further sixty (60) calendar days

following the Phase 2 Commencement Date or for such longer or shorter period as the

Monitor, in consultation NAFA and the Lenders, may determine (“Phase 2”).

28. If the Monitor, in consultation with NAFA, determines:

(a) there are no Qualified LOIs received by the Phase 1 LOI Deadline; or

(b) there are Qualified LOIs received by the Phase 1 LOI Deadline but the Monitor,

in its reasonable business judgment and in consultation with NAFA, determines

that such Qualified LOIs fail to maximize the recovery on the Business and the

Assets given the circumstances and there is not a reasonable prospect of

obtaining a Bid,

then the Monitor may determine, in consultation with NAFA and the Agent, not to 

permit the SISP to progress to Phase 2 and the SISP shall be terminated. 

29. If the Monitor determines that there is at least one Qualified LOI received by the Phase

1 LOI Deadline, and the Monitor in its reasonable business judgment and in

consultation with the NAFA and the Agent, determines that such Qualified LOI

maximizes the recovery on the Business and the Assets given the circumstances, then

the Monitor shall be authorized to negotiate with such Prospective Bidders to

consummate a sale transaction with respect to the Business and/or the Assets (and

notwithstanding anything contained herein, such Prospective Bidder shall thereafter

be deemed to be the Successful Bidder), following which NAFA shall seek Court

approval of such agreement at a Sale Motion (as defined below) without having this

SISP progress to Phase 2.

SISP - PHASE 2 

30. In the event that the Monitor, in consultation with NAFA and the Agent, determines



- 8 -

44421625.1 

that this SISP shall progress to Phase 2, each Prospective Bidder that: (a) submits a 
Qualified LOI; and (b) is not eliminated from the solicitation process by the Monitor 

after the assessment of whether such Qualified LOI meets the criteria outlined above, 
will be invited to participate in Phase 2 (a “Bidder”). 

31. With respect to the Due Diligence Access referenced above, each Bidder’s Due

Diligence Access shall continue into Phase 2 and shall terminate upon the earliest of

the following events to occur:

(a) such party does not submit a Bid by the Phase 2 Bid Deadline (as defined below);

(b) such party submits a Bid by the Phase 2 Bid Deadline but the Monitor, in

consultation with NAFA, determines that such party does not constitute a

Qualified Bidder (as defined below); and

(c) the closing of the transaction contemplated by the Successful Bid.

32. Within 7 days of the Phase 2 Commencement Date, the Monitor shall post a form of

asset purchase agreement on the Due Diligence Access site (the “APA Form”) for

Bidders who wish to submit Sale Proposals.

Phase 2 Timing 

33. All Bids must be delivered in writing by email or personal delivery so that they are

actually received by the Monitor and NAFA by no later than 10:00 a.m. (Toronto time)

on June 22, 2020 being 60 calendar days following the Phase 2 Commencement Date,

or such later or earlier date or time as may be determined by the Monitor, in

consultation with NAFA and the Agent, or by the Court in accordance with the terms

of this SISP (the “Phase 2 Bid Deadline”) at the addresses specified above in the

section entitled “Non-Binding Letters of lntent from Prospective Bidders”.

34. A Bid received by the Monitor and NAFA after the Bid Deadline shall not constitute a

Qualified Bid (as defined below), unless the Monitor, in consultation with NAFA and

the Agent, in its discretion, deems a Bid received after the Bid Deadline a Qualified

Bid.

Bid Requirements 

35. To be eligible to be a Qualified Bidder (as defined below) a Bidder must deliver a bid
(a “Bid”) to the Monitor and NAFA by the Phase 2 Bid Deadline, which satisfies each

of the following conditions (a “Qualified Bid” and the party submitting such Qualified
Bid, a “Qualified Bidder”):

(a) Identification. The Bid must identify the Bidder and representatives thereof

who are authorized to appear and act on behalf of the Bidder for all

purposes regarding the contemplated transaction and it must fully disclose

the identity of each entity that will be sponsoring, participating or benefiting

from the transaction contemplated by in the Bid and the complete terms of

such participation, including, in the case of an entity formed or to be formed

for the purpose of entering into the transaction contemplated by the Bid, the

identity of each actual or anticipated direct or indirect equity holder or

beneficiary of such entity and the percentage of such equity holder or

beneficiary's interest in the transaction contemplated by the Bid;
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(b) Form and Content. In the case of a Sale Proposal, the Bid must be in the same

form as the APA Form and executed by the Bidder (each, a “Proposed

Purchase Agreement”), together with all exhibits and schedules thereto and

such ancillary agreements as may be required by the Bidder with all exhibits

and schedules thereto. Any changes and modifications to the APA Form are to

be indicated on a blackline to the APA Form (including, if applicable, any

modifications made to reflect the Assets or parts thereof sought to be

purchased). In the case of an Investment Proposal, the Bid must be in a form

to be agreed upon by the Monitor and the Qualified Bidder (the “Investment

Form”) and executed by the Bidder (each, a “Proposed Investment

Agreement”) together with all exhibits and schedules thereto and such

ancillary agreements as may be required by the Bidder with all exhibits and

schedules thereto. Any changes and modifications to the Investment Form are

to be indicated on a blackline to the Investment Form;

(c) Treatment of Contracts. The Bid must identify, with particularity, the

contracts, permits, licenses and/or leases the Bidder wishes to assume and

those it wishes to reject and must contain full details of the Bidder’s

proposal for the treatment of related cure costs;

(d) Approvals. The Bid must outline any anticipated regulatory and other

approvals required to close the transaction and the anticipated timeframe

and any anticipated impediments for obtaining such approvals;

(e) Corporate Authorizations. The Bid must include evidence, in form and

substance reasonably satisfactory to the Monitor and NAFA, of

authorization and approval from the Bidder’s board of directors (or

comparable governing body) with respect to the submission, execution,

delivery and closing of the transaction contemplated by the Bid;

(f) Good Faith Deposit. The Bid must be accompanied by a cash deposit equal to

at least ten percent (10%) of the total value of the consideration contemplated

by the Bid (the “Good Faith Deposit”), and the Good Faith Deposit shall be

paid to the Monitor in accordance with wire instructions provided by the Monitor,

and shall be held by the Monitor in accordance with this SISP;

(g) Financial Wherewithal. The Bid must include evidence satisfactory to the

Monitor and NAFA, of the Bidder’s financial ability to complete the Investment

Proposal and/or Sale Proposal and close the transaction(s) on a closing date

(the “Closing Date”);

(h) Closing Date. The Bid must contain a binding commitment by the Bidder to

close on the terms and conditions set forth in the Proposed Purchase

Agreement or the Proposed Investment Agreement, as applicable, as soon as

practicable after satisfaction or waiver of all conditions; provided that the

Closing Date must take place by no later than July 31, 2020 or such later date

as agreed to by the Monitor, NAFA and the Bidder (the “Outside Termination

Date”);

(j) Closing Timeline. The Bid must provide a timeline for the closing of the

transaction, which includes critical milestones;
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(k) Irrevocable. The Bid must be accompanied by a letter which confirms that the

Bid: (i) may be accepted by NAFA by countersigning the Proposed Purchase

Agreement or the Proposed Investment Agreement submitted by the Bidder,

as applicable, and (ii) is irrevocable and capable of acceptance until the earlier

of (A) the day on which the Bidder is notified that the Bid is not a Qualified Bid;

(B) the day on which the transaction contemplated by the Successful Bid(s)

is/are closed, if the Bid is not the Successful Bid; and (C) the Outside

Termination Date;

(1) No Representations and Warranties. A Bid shall include an “as is, where is”

clause substantially on the same terms as the “as is, where is” clause set out

in the APA Form and the Investment Form;

(m) Acknowledgment: A Bid shall include an acknowledgment and representation

that the Bidder: (i) has relied solely upon its own independent review,

investigation and/or inspection of any documents and/or the Assets to be

acquired and liabilities to be assumed in making its Bid; and (ii) did not rely

upon any written or oral statements, representations, promises, warranties or

guarantees whatsoever, whether express or implied (by operation of law or

otherwise), regarding the Assets to be acquired or liabilities to be assumed or

the completeness of any information provided in connection therewith, except

as expressly stated in the Proposed Purchase Agreement or the Proposed

Investment Agreement, as applicable;

(n) Contingencies. The Bid may not be conditional on obtaining financing or any

internal approval or on the outcome or review of due diligence;

(o) No Fees Payable to Bidder. The Bid may not request or entitle the Bidder to
any break-up fee, expense reimbursement, termination or similar type of fee or
payment. Further, by submitting a Bid, a Bidder shall be deemed to irrevocably
waive any right to pursue a claim in any way related to the submission of its
Bid or this SISP; and

(p) Other Information. A Bid shall contain such other information reasonably

requested by the Monitor and NAFA.

36. Each Bidder shall comply with all reasonable requests for additional information by the

Monitor or NAFA regarding such Bidder and its contemplated transaction.  Failure of

the Bidder to comply with requests for additional information will be a basis for the

Monitor, in consultation with NAFA and the Agent, to determine that the Bidder is not

a Qualified Bidder.

37. The Monitor may discuss, negotiate or seek clarification of any Bid. A Bidder may not

modify, amend or withdraw its Bid without the written consent of the Monitor and

NAFA. Any such modification, amendment or withdrawal of a Bid by a Bidder without

the written consent of the Monitor shall result in a forfeiture of such Bidder's Good

Faith Deposit as liquidated damages and not as a penalty.

SISP - PHASE 3 

38. If one or more Qualified Bids are received in accordance with this SISP, the Monitor,
in consultation with NAFA and the Agent, may choose to:
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(a) accept one Qualified Bid or multiple sets of non-overlapping Qualified Bids with

respect to the Business and/or the Assets (the “Successful Bid(s)”, and the

party or parties submitting such Successful Bid(s), the “Successful

Bidder(s)”) and take such steps as are necessary to finalize and complete an

agreement for the Successful Bid(s) with the selected Qualified Bidder(s);

(b) continue negotiations with a selected number of Qualified Bidders with a view

to finalizing an agreement with one or more Qualified Bidder(s) such that such

Qualified Bidder(s) becomes the Successful Bidder(s); or

(c) conduct an auction to determine which Qualified Bidder(s) shall become the

Successful Bidder(s) (the “Auction”), with the rules of such Auction to be

established by the Monitor, in consultation with NAFA and the Agent, and to be

delivered to each such Qualified Bidder that the Monitor, in consultation with

NAFA and the Agent, determines should participate in any Auction should

NAFA, in its discretion, decide to proceed in that manner.

39. Evaluation criteria for the Successful Bid(s) may include, but are not limited to, the

factors listed in the "Assessment of Qualified LOIs and Continuation or Termination of

Solicitation Process" section above (except such factors will be applied to an

evaluation of the Qualified Bids, as opposed to the Qualified LOIs).

OTHER TERMS 

Monitor’s and NAFA’s Reservation of Rights 

40. In addition to the other reservations of rights set out herein, the Monitor, in consultation

with NAFA and the Agent, shall have the right in its discretion to: (a) waive strict

compliance with any one or more of the LOI or Bid requirements specified herein, and

deem such non-compliant LOIs to be Qualified LOIs or non-compliant Bids to be

Qualified Bids, as the case may be, provided that such non-compliance is not material

in nature; (b) reject any or all LOIs or Bids if, in the Monitor’s judgment, no LOI or Bid

complies with the minimum requirements or for any other reasons; (c) adopt such

ancillary and procedural rules not otherwise set out herein (including rules that may

depart from those set forth herein) that in the Monitor’s judgment will better promote

the goals of this SISP and facilitate the Auction, if any, and/or (d) terminate this SISP

at any point in time. To the extent that any notice of changes to this SISP or related

dates, times, or locations is required or otherwise appropriate, the Monitor may publish

such notice on the Monitor’s website and such notice shall be deemed satisfactory,

subject to any other notice requirements specifically set forth herein or as required by

the Court.

41. The Monitor shall consult regularly with NAFA and the Agent with respect to the

conduct and status of this SISP, and shall provide NAFA with information reasonably

requested from time to time by NAFA and the Agent in respect of the conduct and

status of this SISP.

Discussions with Third Party Stakeholders 

42. If it is determined by the Monitor, in consultation with NAFA, that it would be worthwhile

to facilitate a discussion between a Prospective Bidder or a Qualified Bidder, as

applicable, and a stakeholder or other third party (such as a governmental or

regulatory authority) as a consequence of a condition to a potential transaction or
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potential closing condition identified by such Prospective Bidder or Qualified Bidder, 

the Monitor may provide such Prospective Bidder or Qualified Bidder with the 

opportunity to meet with the relevant stakeholder or third party to discuss such 

condition or potential condition, with a view to enabling such Prospective Bidder or 

Qualified Bidder to seek to satisfy the condition or assess whether the condition is not 

required or can be waived. Any such meetings or other form of communication will 

take place on terms and conditions considered appropriate by the Monitor, in 

consultation with NAFA.  

Sale Motion 

43. NAFA shall promptly apply to the Court for an order approving the Successful Bid(s)

and authorizing the Investment Proposal and/or the sale of the applicable Assets to

the Successful Bidder(s) free and clear of all liens and encumbrances, other than

those liens and encumbrances expressly to be assumed by the Successful

Bidder(s) (the “Sale Motion”).  The Sale Motion shall be scheduled with the Court

as soon as possible thereafter. In the event that there is more than one Successful

Bid, the Monitor, in consultation NAFA, reserves the right to impose a condition in

each Successful Bid that NAFA shall have the right to seek to have any Sale Motion

heard on the same day as any other Sale Motion(s).

Consent to Jurisdiction as Condition to Bid 

44. All Prospective Bidders and Qualified Bidders shall be deemed to have consented to

the exclusive jurisdiction of the Court and waived any right to a jury trial in connection

with any disputes relating to this SISP and the construction and enforcement of the

relevant transaction documents, as applicable.

SISP Participant Fees 

45. Participants in the SISP are responsible for all costs, expenses and liabilities incurred

by them for any reason whatsoever, including but not limited to, in connection with the

submission of any LOI, Bid, due diligence activities, and any further negotiations or

other actions whether or not they lead to the consummation of a transaction.

Closing the Successful Bid 

46. The Monitor, NAFA and the Successful Bidder(s) shall take all reasonable steps to

complete the transaction contemplated by the Successful Bid(s) as soon as possible

after the Successful Bid(s) are approved by the Court.  Notwithstanding the foregoing,

in the event that there is more than one Successful Bid, the Monitor reserves the right

to impose a condition in each Successful Bid that the obligation of NAFA to complete

the transaction contemplated by each Successful Bid is conditional upon the

completion of the transaction(s) contemplated by each other Successful Bid. NAFA

will be deemed to have accepted the Successful Bid(s) only when the Successful

Bid(s) has/have been approved by the Court.

47. If the transaction(s) contemplated by the Successful Bid(s) has/have not closed by the

Outside Termination Date, unless otherwise extended by the Monitor, in consultation

with NAFA and the Agent, or such Successful Bid(s) is/are terminated for any reason

prior to the Outside Termination Date, then this SISP shall be terminated.
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Return of Good Faith Deposit 

48. All Good Faith Deposits shall be held by the Monitor in an interest-bearing account

until returned to the applicable Bidder or otherwise dealt with in accordance with this

SISP. Good Faith Deposits of all Bidders who are determined not to be Qualified

Bidders shall be returned to such Bidders ten (10) business days after the day on

which the Bidder is notified that it is not a Qualified Bidder. Good Faith Deposits of all

Qualified Bidders other than the Successful Bidder(s) shall be returned to such

Qualified Bidders ten (10) business days after the day on which the transaction(s)

contemplated by the Successful Bid(s) closes.

49. The Good Faith Deposit(s) of the Successful Bidder(s) shall be applied to the purchase

price of its transaction(s) at closing. If the Successful Bid(s) fail(s) to close by the

Outside Termination Date because of a breach or failure to perform on the part of the

Successful Bidder(s), NAFA shall be entitled to retain the Good Faith Deposit of the

applicable Successful Bidder(s) as part of its liquidated damages resulting from the breach

or failure to perform by the applicable Successful Bidder(s) (and not as a penalty). The

Good Faith Deposit of the Successful Bidder(s) shall otherwise be returned to the

Successful Bidder(s) in accordance with the terms of the Successful Bid(s).

No Amendment 

50. There will be no amendments to this SISP without the written consent of the Monitor

and NAFA, each acting reasonably, or, in the absence of consent, the approval of the

Court. This SISP does not, and will not be interpreted to, create any contractual or

other legal relationship between NAFA and any Prospective Bidder or Bidder. At any

time during the implementation of this SISP, NAFA or the Monitor may apply to the

Court for advice and directions with respect to the discharge of their powers and duties

hereunder.

No Acceptance Obligation 

51. The Monitor, in consultation with NAFA, shall be under no obligation to accept the

highest Qualified LOI and/or the highest Qualified Bid or any Qualified LOI and/or

Qualified Bid, and reserves the right to reject any or all Qualified LOIs and/or Qualified

Bids. The selection of the Successful Bid(s) shall be in the sole discretion of the

Monitor, in consultation with NAFA and the Agent.

Summary of Key Dates 

52. The following chart summarizes the key dates provided for in this SISP, which dates

are subject to extension or modification by the Monitor, in consultation with NAFA, in

accordance with the terms hereof.

SISP Process Date 

Phase 1 Commencement Date / Teaser 

Letters sent to Prospect List 

March 2, 2020 

Phase 1 LOI Deadline 
April 16, 2020 
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Phase 2 Commencement Date / APA 
Form posted to Due Diligence Access site 

April 21, 2020 

Phase 2 Bid Deadline 
June 22, 2020 

Outside Termination Date 
July 31, 2020 



Appendix “D” 
Receipts and Disbursements from November 23, 2019 to January 17, 2020 



North American Fur Auctions Inc.
Summary of Reporting Period Receipts and Disbursements
For the period November 16, 2019 to January 17, 2020

Actual Forecast Variance
Receipts

Buyer Receipts 2,173,517$       2,410,502$       (236,985)$        
HST Refund - 25,000 (25,000)            
Other 2,622,070         30,000 2,592,070         
SAGA LOI Receipts 9,846,409         17,452,464       (7,606,055)       
SAGA Reimbursement for Operating Expenditures 204,028            367,336            (163,308)          
Disposal of PP&E 5,044,273         4,603,893         440,380            

Total Receipts 19,890,298$     24,889,195$     (4,998,897)$     

Disbursements
Kit Loans & Pelt Advances - North America 1,170,347$       1,765,977$       595,630$          
Kit Loans & Pelt Advances - Europe 2,283,451         4,731,552         2,448,101         
Occupancy Costs 320,022            466,468            146,446            
Employee Costs 1,033,764         1,299,031         265,267            
Collection, Grading, Warehousing Costs 156,422            259,354            102,932            
Professional Fees 1,761,254         2,836,963         1,075,709         
Insurance 236,359            73,012              (163,347)          
GST / HST Payments 24,543              50,000              25,457              
Other Administrative and Operating Costs 266,460            501,357            234,897            

Total Disbursements 7,252,622$       11,983,714$     4,731,092$       
Net Cash Flow 12,637,675$     12,905,481$     (267,806)$        

Opening Bank Cash Balance 2,326,941$       2,326,941$       -$  
Receipts 19,890,298       24,889,195       (4,998,897)       
Disbursements (7,252,622)       (11,983,714)     4,731,092         
Transactions in CIBC Operating Account (1,855,939)       - (1,855,939) 
Transactions in Foreign Bank Accounts 44,563              - 44,563 
Repayment of DIP Loan (1,650,000)       (1,650,000)       - 
Repayment of Tranche B (7,888,929)       (8,000,000)       111,071            
Repayment of Tranche A - - - 
Bank Interest and Refinancing Costs (855,649)          (717,909)          (137,740)          
Closing Bank Cash Balance 2,758,663$       4,864,513$       (2,105,850)$     
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Revised Cash Flow Forecast 



North American Fur Auctions Inc. 1.2 Court Summary

13-Week Cash Flow Forecast
For the period January 18, 2020 to April 17, 2020
(in USD '000s)
Week # 1 2 3 4 5 6 7 8 9 10 11 12 13
Month January January February February February February March March March March April April April
Week Ending 24-Jan-20 31-Jan-20 7-Feb-20 14-Feb-20 21-Feb-20 28-Feb-20 6-Mar-20 13-Mar-20 20-Mar-20 27-Mar-20 3-Apr-20 10-Apr-20 17-Apr-20
Receipts

Buyer Receipts 390 395 654 480 370 79 185 165 185 124 185 160 163 3,536             
HST Refund - 25 - - - - 25 - - - 25 - - 75 
Other - 15 - - - 15 - - - 15 - - - 45 
Net NAFA auction receipts - - - - - - - - (2) (50) (62) (5) 1,500             1,381             
SAGA LOI Receipts / Auction house advances (Schedule 1) 55 55 55 55 55 55 55 55 55 55 - 13 13 570 
SAGA LOI Receipts / Auction house advances (Schedule 2) 773 773 773 773 773 773 773 773 773 773 250 9,261 810 18,048           
SAGA LOI Receipts / Auction house advances (Schedule 3) - - 450 - - - - - - 44 - - - 494 
SAGA reimbursement for operating expenditures - - 47 - - - 47 - - - 47 - - 140 

Total Receipts 1,217           1,262           1,978           1,307           1,198           921              1,084           992              1,010           961              444              9,428           2,485             24,289           

Disbursements
Pelt processing costs - North America 104 359 - - - - - - - - - - - 462 
Pelt processing costs - Europe 145 - 800 - - - - - - - - - - 945 
Daikoku herd maintenance funding - 87 - - - 120 - - - 130 - - - 337 
Occupancy costs 49 -                   61 - 49 - 98 - 49 - 98 - 24 428 
Employee costs - 649 - 128 - 224 - 75 - 99 - 77 - 1,251             
Shipping and warehousing costs - 10 - 10 - - - 10 - - - - 10 40 
Professional fees 542 195 68 294 68 144 68 312 97 177 68 283 68 2,383             
GST / HST payments - - 25 - - - 25 - - - 25 - - 75 
Other administrative and operating costs 10 57 10 10 10 10 54 10 10 10 10 54 10 264 

Total Disbursements 849              1,357           964              442              126              498              244              407              156              415              201              413              112 6,185             
Net Cash Flow 368              (94) 1,015 865              1,071           424              840              585              854              545              244              9,015           2,373             18,104           

Opening bank cash balance 2,759           1,878           1,000           1,000           1,000           1,000           1,000           1,000           1,000           1,000           1,000           1,000           1,000             2,759             
Receipts 1,217           1,262           1,978           1,307           1,198           921 1,084           992 1,010           961 444 9,428           2,485             24,289           
Disbursements 849 1,357           964 442 126 498 244 407 156 415 201 413 112 6,185             
Repayment of Tranche B 111 - - - - - - - - - - - - 111 
Repayment of Operating Tranche A 1,055           724 716 865 1,071           424 637 585 854 545 58 9,015           2,373             18,923           
Mortgage payment and other costs - - 190 - - - 53 - - - 53 - - 295 
Bank interest and refinancing costs 82 60 109 - - - 150 - - - 133 - - 534 
Closing bank cash balance 1,878           1,000           1,000           1,000           1,000           1,000           1,000           1,000           1,000           1,000           1,000           1,000           1,000             1,000             

Operating Tranche A Balance
Opening 21,850         20,795         20,072         19,356         18,490         17,419         16,996         16,358         15,773         14,919         14,374         14,316         5,300             21,850           
Net increase/(decrease) (1,055)          (724) (716) (865) (1,071) (424) (637) (585) (854) (545) (58) (9,015)          (2,373)            (18,923)          
Ending 20,795         20,072         19,356         18,490         17,419         16,996         16,358         15,773         14,919         14,374         14,316         5,300           2,927             2,927             

Term Tranche A Balance
Opening 4,813           4,813           4,813           4,675           4,675           4,675           4,675           4,675           4,675           4,675           4,675           4,675           4,675             4,813             
Net increase/(decrease) - - (138)             - - - - - - - - - - (138) 
Ending 4,813           4,813           4,675           4,675           4,675           4,675           4,675           4,675           4,675           4,675           4,675           4,675           4,675             4,675             

Total Tranche A Balance
Opening 26,663         25,608         24,884         24,031         23,165         22,094         21,671         21,033         20,448         19,594         19,049         18,991         9,975             26,663           
Net increase/(decrease) (1,055)          (724) (853) (865) (1,071) (424) (637) (585) (854) (545) (58) (9,015)          (2,373)            (19,061)          
Ending 25,608         24,884         24,031         23,165         22,094         21,671         21,033         20,448         19,594         19,049         18,991         9,975           7,602             7,602             

Refer to the detailed notes attached.

Total



North American Fur Auctions Inc. 

Notes to Cash Flow Forecast 
For the 13 week period from January 18 to April 17, 2020 (the “Cash Flow Forecast Period”) 

Terms of reference and disclaimer 

The cash flow forecast accompanying these notes (the “Cash Flow Forecast”) sets out NAFA’s 
estimate of actual receipts and disbursements during the Cash Flow Forecast Period.  It is developed 
based on current market trends and known factors specific to NAFA’s operations. 

The Cash Flow Forecast is based on a number of assumptions that may or may not be realized.  Even 

if such assumptions are realized, variations from the Cash Flow Forecast could be material. 

Although developed in consultation with the Monitor, the Cash Flow Forecast is the product of NAFA 
management and the Monitor provides no assurance that would be contemplated by the CPA Canada 
Handbook.  The Monitor has not audited or otherwise attempted to verify the accuracy or 
completeness of information related to the Cash Flow Forecast in a manner that would wholly or 

partially comply with Generally Accepted Assurance Standards. 

The following notes detail the significant assumptions used to develop the Cash Flow Forecast: 

Buyer receipts 

Represents the collection of amounts due from buyers for storage fees and payment for goods that 

were not fully paid at previous auctions.  NAFA is considering the appropriate time to re-consign goods 
for which full payment has not been received in order to sell such goods to recover the amounts due 
to NAFA. 

HST refund and GST/HST payments  

Amounts represent GST/ HST refunds or payments based on NAFA’s GST/HST tax filings. 

Other 

Represents monthly lease payments from NAFA’s tenant on the Skyway property. 

Net NAFA Auction Receipts  

Represents the net costs and recoveries from an auction conducted on NAFA’s premises with another 
auction house, (Fur Harvesters Auction Inc., “FHA”) in late March/early April, 2020.  NAFA and FHA 
are still negotiating the terms of such auction.  The net cash flows are presented on a single line with 
negative amounts representing disbursements.  

Saga LOI receipts/Auction house advances 

Represents funds that Saga Furs Oyj (“Saga”), Kopenhagen Furs (“KF”) and/or the American Mink 
Exchange (“AME”) will pay to NAFA for pelts delivered to these auction houses for auction in 2020.  

The cash flow forecast assumes revenue on a farm-by-farm basis for each entity that has a kit loan 
and has committed skins for the 2019 growing season.  Such herds will be auctioned over the course 

of the 2020 auction season.  Each auction house conducts multiple auctions per year in the spring, 
summer and fall with the auctions selling approximately 35%, 55% and 10%, respectively of their 
total annual volumes at these auctions. 

Significant assumptions  

The significant assumptions underlying these receipts include: 



1. That Saga continues to perform the terms of the non-binding letter of intent entered into by

Saga and NAFA on or about October 20, 2019;
2. That NAFA will be able to secure executed Assignment of Receivable (“AORs”) documents in

favour of NAFA from all farmers that have not yet executed AORs as required by the auction

houses;
3. That farmers deliver the pelts that were contracted for pursuant to the kit loans advanced by

NAFA; and
4. That actual auction prices and volumes are consistent with historical results as adjusted based

on management’s expectations.

Saga reimbursement for operating expenses 

Saga has leased NAFA’s two facilities in Stoughton, WI to Saga until June 27, 2020.  During this 
period, Saga is making lease payments to NAFA as well as reimbursing property taxes and certain 
other operating costs (e.g. utilities).   

Pelt processing costs 

Such costs are forecast to be disbursed in order to allow for the release of skins at pelting facilities in 
North America and Europe.  Amounts paid are added to the loan funding for each farmer and NAFA 
will obtain additional recovery on these amounts provided the auction price is sufficient to allow this to 
occur. 

Occupancy costs 

Represents rent and utilities for NAFA’s facilities in Toronto, Poland and the Netherlands.  No costs are 
forecast in respect of the Stoughton office and warehouse given its lease to Saga through June 30, 
2020.   

Employee costs 

Amounts included on this line item include current pay, KERP payments and other employee related 
disbursements.   

Collection, grading and warehousing costs 

This line item includes costs for freight and other logistical costs associated with shipping furs from 

NAFA’s various facilities.  

Material amounts of disbursements are not expected for this category, as NAFA is not soliciting new 
pelt deliveries. 

Professional fees 
Parties included in this line item include company counsel, counsel to the directors and officers, the 

Agent’s advisors as well as costs for the Monitor and its counsel.  A summary of professional fees, by 
professional firm, is set out below for the Cash Flow Forecast Period:  

Other administrative and operating costs 

These costs include primarily IT and administrative costs such as supplies, bank charges and similar 
items. 

Debt repayment 

Repayments of the Tranche B and Tranche A debt occurs when NAFA has in excess of $1 million at the 
end of each week.  Such excess will be wired to the Agent on a weekly basis as excess funds are 
available. 
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Daikoku funding model
Net benefit of funding an ongoing breeder herd

Breeder Maintenance Budget
Inputs month cost PLZ EUR USD
1EUR = 1.1USD 1.1 USD january 335            77               87              
Breeders 22,000             february 459            106             119            
Males 4,400 march 500            115             130            
Herd size 110,000           april 450            104             117            
Pelting Cost Euros 2.50 2.75 may 542            125             141             could be financed as part of a kit loan

2021 Selling price / Kits Euros 30.00 33.00 june 843            194             219            
2019 Average Daikoku Selling Price Euros 23.43 25.77 Total 3,129         720             814            
Selling price Breeder males Euros 30.00 33.00
Cost/mink to raise herd Euros 23.00 25.30 2019 Daikoku Selling Prices (Euros)
KIT loan funding level Euros 19.00 20.90 As provided by NAFA
Commission/pelt Euros 1.00 1.10 March Auction
Interest Rate on Kit loan 4.75% Males 30.09       
Interest rate on Bank debt 8.00% Females 17.45       
Expected Premium in 2021 vs. 2019 20% Average 23.77       
Agent funded breeder funding USD 815,000.00$    

June Auction March and June Average
Males 29.07       23.43       

1 year Proceeds Analysis EUR USD Females 17.09       % increase to get to EUR 30
Proceeds on herd 110000 kits @ EUR30 /kit 3,300,000$     3,630,000$      Average 23.08       28%
Proceeds on Male breeders 4400 males @ EUR30 /kit 132,000$        145,200$         
Total cost to raise herd 110000 kits @ EUR23 /kit (2,530,000)$   (2,783,000)$     August Auction
Commissions on herd 110000 kits @ EUR1 /pelt (110,000)$      (121,000)$        Males 26.10       
Pelting male costs 4400 males @ EUR2.5 /pelt (11,000)$        (12,100)$          Females 13.94       
Commissions on males 4400 kits @ EUR1 /pelt (4,400)$          (4,840)$            Average 20.02       
Interest Cost on Kit Loan see below (99,275)$        (109,203)$        (includes lowest quality and damaged mink from herd)
Interest on Agent's Funds used January to March see below (6,389)$          (7,223)$            (assumes 50/50 male/female split)
Total net benefit (cost) 670,936$        737,835$         

Sensitivities
Price/Pelt Kits (EUR)

Financing 23 24 25 26 27 28 29 30
Breeder Costs Jan 1 to April 30 305.85$         336$  (121,064)$  (11,064)$  98,936$   208,936$ 318,936$   428,936$   538,936$   648,936$   
Interest (assumed financed by Agent ) 8.00% 6,389$           7,223$             Pelts Available for Sale (Kits only)
Kit Loan (110,000 pelts @ Eur19/Pelt) 2,090,000.00  2,299,000.00   88,000       92,000     95,000     98,000     101,000     104,000     107,000     110,000     
Interest (assumed o/s for 12 months) 4.75% 99,275.00       109,202.50      536,791$   557,181$ 572,473$ 587,766$ 603,058$   618,351$   633,643$   648,936$   

Flow of Funds (i.e. once Kit Loan received)
Kit Loan Funding Received 2,090,000.00  2,299,000.00   
Less: Repayment of breeder maintenance from Jan 1 to April 30 401,120         453,440           
Net Available to Fund Kit and Breeder females until Pelting 1,688,880.00  1,845,560.00   
Amount per Kit 15.35 16.78

Notes / Assumptions
1. Females produce 5 kits / breeder
2. Males pelted after breeding, sell for EUR 25, net of EUR 1 commission and EUR 2.50 pelting costs
3. 2021 selling price assumed by the Company to be 28% greater than 2019 or EUR30/pelt based on declining supply as farmers exit the business. 
4. Cost/kit to raise a herd includes the maintenance cost /breeder from kit harvesting to breeding, kit food, vaccinations and pelting costs.
5. Kit loans available when kits are born and vaccinated at up to EUR 19/kit

6. that 2021 realizations assume the following: (i) No disease or other factors negatively impacting the herd, (ii) herd 
produces high quality pelts, (iii) Daikoku secures KIT loan funding, (iv) pelts are able to be monetized and there are no 
additional costs associated with same, (v) pelt prices meet company’s projections, (vi) all pelts are sold in 2021, (vii) buyers 
pay for pelts in full and cover all attendant storage and shipping costs.



Daikoku funding model
Net benefit of funding an ongoing breeder herd
Cull now vs. funding analysis

EUR USD Quantity USD
Male pelt value 30.00      33.00$    4,400$       145,200$      
pelting costs (2.50)       (2.75)$     4,400$       (12,100)$       
commissions (1.00)       (1.10)$     4,400$       (4,840)$         
Net male pelt value 26.50      29.15$    128,260$      

Female breeder pelt value 17.50      19.25$    22,000$     423,500$      
pelting costs (2.50)       (2.75)$     22,000$     (60,500)$       
commissions (1.00)       (1.10)$     22,000$     (24,200)$       
Net female breeder pelt value 14.00      15.40$    338,800$      

Combined male and female realizations 2020 467,060$      

Forecast realizations 2021(1)(2)(3)
737,835$      

Difference (270,775)$     

(3) If the breeders are culled with the kits, the realizations would increase by $467,060.    Forecast
realizations in 2021 assume the following: (i) No disease or other factors negatively impacting the herd; (ii)
herd produces high quality pelts; (iii) Daikoku secures KIT loan funding; (iv) pelts are able to be monetized
and there are no additional costs associated with same; (v) pelt prices meet NAFA’s projections; (vi) all
pelts are sold in 2021; (vii) assumes commissions paid; and (viii) buyers pay for pelts in full and cover all
attendant storage and shipping costs.

(2) Forecast realizations in 2021 assumes a 28% price increase in pelt values over 2019 pricing. This is
based on NAFA's assumption and there is no existing market trend or other information known that
supports this increase.

(1) Assumes the breeders are not culled with the kits for sale in 2021.
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