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NOTICE OF MOTION 
 

(Re: Stay Extension - Returnable August 26, 2020) 
 

The Applicants will make a motion for an Order seeking the relief set out herein to a Judge 

of the Ontario Superior Court of Justice (Commercial List), on Wednesday, August 26, 2020, at 

12:00 p.m. or as soon after that time as the motion can be heard, by video conference or other 

electronic means at the courthouse located at 330 University Avenue, Toronto, Ontario. 

PROPOSED METHOD OF HEARING: The motion is to be heard orally. 

THE MOTION IS FOR: 

1. An Order, substantially in the form attached at Tab 2 hereto (the “Extension Order”): 
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(a) if necessary, abridging the time for service of this Notice of Motion and the 

corresponding Motion Record and dispensing with service on any person other than 

those served;  

(b) extending the stay of proceedings (“Stay Period”) from August 28, 2020 to and 

including November 30, 2020 (the “Extension Period”); 

(c) approving the Third Report of the Monitor dated January 29, 2020,(the “Third 

Report”) the Fourth Report of the Monitor to be filed with the Court (the “Fourth 

Report”) and the actions, decisions and the conduct of the Monitor as set out in its 

Fourth Report to Court;  

(d) approving the fees and disbursements of the Monitor and its counsel, Miller 

Thomson LLP, as set out in the Fourth Report and the Fee Affidavits (annexed to 

the Fourth Report); 

(e) amending paragraph 12(a) of the Initial Order to increase the thresholds for 

individual and aggregate transactions to sell, convey, transfer, lease, assign or 

dispose of any Property outside the ordinary course of business, with the approval 

of the Monitor in order to facilitate certain transactions that may take place with 

approval of the Agent or failing obtaining approval of the Agent further order of 

the Court; and 

(f) sealing the Confidential Exhibit “A” to the Affidavit of Doug Lawson affirmed on 

August 21, 2020, the Confidential Appendices to the Fourth Report and 
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Confidential Exhibit “B” of the Fee Affidavit annexed to the Fourth Report, which 

have been filed under seal with the Court in support of this motion; and 

2. Such further and other relief as this Honourable Court may deem just. 

THE GROUNDS FOR THIS MOTION ARE: 

(a) Capitalized terms not defined herein shall have the meanings ascribed to them in 

the Amended and Restated Initial Order of Justice McEwen dated October 31, 2019 

(as amended and restated, the “Initial Order”); 

(b) The Applicants require more time to complete their restructuring; 

(c) The Applicants have provided a cash flow forecast which demonstrates they will 

have sufficient funds to operate during the cash flow period in accordance with the 

assumptions set out therein; 

(d) The cash flow forecast and the proposed extension are supported by the Monitor; 

(e) The cash flow forecast and its related notes and estimated value of the remaining 

assets of the Applicants contain confidential business information which should be 

sealed. The disclosure of that information at this time could negatively impact the 

restructuring and the maximization of value for the stakeholders; 

(f) The Applicants are acting with good faith and due diligence and intend to provide 

a plan to its creditors given more time to do so; 
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(g) Pursuant to paragraphs 35 and 36 of the Initial Order, the Monitor and its counsel 

shall be paid their reasonable fees and disbursements and shall pass their accounts 

before the Court; 

(h) The Third Report and the Fourth Report sets out in detail the activities of the 

Monitor and its counsel since the date of its Second Report being November 27, 

2019 to the date of the Fourth Report; 

(i) The Fourth Report sets out the total fees and disbursements of the Monitor and its 

legal counsel, Miller Thomson LLP; 

(j) The fees and disbursements of the Monitor and its counsel are fair and reasonable.  

given all the settlement discussions etc. in this matter to date, the dockets contain 

commercially sensitive information that if disclosed could impact future recoveries 

and should be sealed; 

(k) The other grounds set out in the Affidavit of Douglas Lawson affirmed August 21, 

2020; 

(l) The provisions of the CCAA, including section 11 thereof, and the inherent and 

equitable jurisdiction of this Honourable Court; 

(m) Rules 2.03, 3.02, 16, and 37 of the Ontario Rules of Civil Procedure, R.R.O. 1990, 

Reg. 194, as amended; 

(n) Section 106 of the Courts of Justice Act, R.S.O. 1990, c. C.43 as amended; and 

(o) Such further and other grounds as counsel may advise and this Court may permit. 
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THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the 

motion: 

(a) the Affidavit of Doug Lawson affirmed August 21, 2020 and the exhibits attached 

thereto; 

(b) the Fourth Report of the Monitor, which annexes the Third Report of the Monitor 

dated January 29, 2020 without appendices, (to be served and filed separately); 

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

may permit. 

Date: August 21, 2020 BLANEY MCMURTRY LLP 
Barristers & Solicitors 
2 Queen Street East, Suite 1500 
Toronto ON  M5C 3G5 
 
David T. Ullmann (LSO # 42357I) 
Tel: (416) 596-4289 
Fax: (416) 594-2437 
Email: DUllmann@blaney.com 
 
Counsel for the Applicants 
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AFFIDAVIT OF DOUGLAS LAWSON

I, DOUGLAS LAWSON, of the City of Toronto, in the Province of Ontario, AFFIRM 

AND SAY: 

1. I am the President and Chief Executive Officer of North American Fur Auctions Inc. and 

as such have knowledge as to the matters which I hereinafter depose. To the extent I am recounting 

information provided to me by others, I have stated the source of that information and verily 

believe it to be true. 

2. I use the term “NAFA” to refer to the Applicants throughout this affidavit. Further, all 

currency stated herein is stated in U.S. dollars unless otherwise noted.

3. I swear this affidavit in support of a motion by NAFA for an Order seeking, inter alia: 

a. an extension of the stay of proceedings (“Stay Period”) from August 28, 2020 to 

and including November 30, 2020;
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b. to amend the Initial Order to authorize NAFA to engage in the sales forecast in 

the Cash Flow Forecast (as defined below) without requiring further court 

approval;

c. to approve the fees and conduct of Deloitte Restructuring Inc. and its counsel, 

Miller Thomson LLP, as set out in its Third and Fourth Reports to Court to be 

filed; and

d. to seal certain confidential exhibits and appendices of Fourth Report.

4. On October 31, 2019, NAFA commenced proceedings under the Companies’ Creditors 

Arrangement Act (the “CCAA”) pursuant to the Order of Justice McEwen (as amended and 

restated, the “Initial Order”). Background information about NAFA’s business is set out in the 

affidavit I affirmed in support of the initial CCAA application (“Initial Affidavit”), a copy of 

which is attached hereto (without exhibits) and marked as Exhibit “A”.  Capitalized terms used 

herein and not defined are as defined in my Initial Affidavit.

Overview

5. When this restructuring began in October 2019, the outlook for the fur industry generally 

and NAFA’s options to restructure in it, was very different. 

6. As an industry, based on access to travel and customers from worldwide markets, the fur 

industry has suffered badly from the reduction in retail traffic, particularly in China (the world’s 

largest retail fur market) and from the fact that commercial auction buyers have been unable to 

travel to attend auctions at which the goods to be sold are on display.  While fur is a commodity, 

it usually needs to be seen and felt to ascertain subtle but important differences in quality and 
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texture which tends to drive auction prices.  None of this has been possible through most of 2020 

due to the Covid-19 pandemic. 

7. When I affirmed my affidavit in January 2020, we projected, in concert with the Monitor, 

that large amounts of the debt owed to the Agent would have been repaid by April 30, 2020, with 

funding provided largely from the sale of mink furs at international auctions then scheduled to be 

held in February and March, 2020.  This did not occur. 

8. The fur industry has yet to hold a single major auction this year anywhere in the world 

similar in scope and size to what is normal in the industry.  Also, normally by this time in the year, 

the vast majority of skins from the previous season would have already been sold at the various 

fur auctions. Instead, due to travel restrictions and retail closures, sales in the fur industry have 

been anemic.  Prices are at levels that have not been seen in decades and the major auction houses 

have sold less than 25% of their offered goods. 

9. Massive amounts of product, including, importantly, the majority of the fur pelts pledged 

to NAFA as security for loans it provided to farmers to grow those pelts (“kit loans”), remain 

unsold and in storage at the auction houses.

10. Despite receiving the authority of this Court to conduct a wild fur auction in conjunction 

with Fur Harvesters Inc, no such auction has occurred.  The wild fur auctions in Canada have also 

been cancelled due to the Covid-19 pandemic and there has yet to be one in North America of any 

size so far this year.  

11. Despite having obtained a Court Order authorizing the Monitor to conduct a Sales 

Investment and Solicitation Process (“SISP”) in a form approved by the Applicants and the Agent 
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or otherwise ordered by the Court on January 30, 2020, NAFA and the Monitor could not conduct 

any SISP or any other organized effort to sell NAFA’s business as a going concern.

12. NAFA has had to close down its operations in Poland which were draining cash from the 

restructuring. NAFA has engaged in material downsizing of its Canadian and other international 

based operations, and laid off the majority of its workforce. 

13. Rather than collecting proceeds from auctions and focusing on its restructuring, NAFA has 

spent much of the last 6 months ensuring the delivery of furs from various farms to the auction 

houses, and dealing with issues arising from those who sought to avoid delivering those goods or 

otherwise tried to avoid honouring their obligations to NAFA in the hopes of taking opportunistic 

advantage of the financial situation facing NAFA and the Covid-19 pandemic. This work has been 

very professional fee intensive and time consuming. 

14. Effectively all of the mink financed by NAFA (with the exception of a few farmers who 

have not honoured their obligations as discussed below) have now reached the various auction 

houses and some has been sold, with more to be sold in the last week of August and the month of 

September. 

15. NAFA has entered into significant private treaty sales to liquidate old or re-consigned 

inventory, with more wild fur and ranched mink to be sold in the near future.  NAFA has settled 

various accounts with input from the Monitor and the Agent. 

16. There have even recently been some preliminary inquiries from parties looking to discuss 

acquiring some or all of the business and undertaking of NAFA, even though no formal SISP is 

underway.
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17. In addition, two major pieces of European litigation, involving two large farm accounts in 

Latvia and Lithuania that failed to honour their obligations to NAFA, have shown progress with 

NAFA recovering some furs and/or obtaining favourable judgements to date.

18. Given the foregoing, with further time in this process, while our primary focus remains 

repaying the debt owing to the Agent, I remain hopeful that there may be some recovery for 

creditors beyond the Agent.

19. I believe NAFA is acting in good faith and with due diligence and that, provided the Stay 

Extension Order is granted, NAFA will be able to continue with its restructuring, which may 

include considering how best to formulate a plan for its creditors and stakeholders once the Agent 

is repaid. 

Background

20. On October 31, 2019, NAFA commenced proceedings under the CCAA pursuant to the 

Initial Order, which was amended and restated on November 8, 2020.

21. On November 28, 2019 (the “November Motion”), the Court granted NAFA various 

orders including an Order extending NAFA’s Stay Period until January 31, 2020 (“Stay Extension 

Order”). 

22. On January 30, 2020, this Court granted a further extension of the CCAA stay to April 3, 

2020. It also authorized NAFA to conduct a SISP, in a form approved by the Agent or further 

ordered by the Court and subject to review of the form of the SISP by counsel for certain 

employees. 
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23. Before the form of a SISP could be agreed upon between NAFA, the Monitor and the Agent 

or launched, the scope of the pandemic started to become known to NAFA when first, Kopenhagen 

Furs in February cancelled its auction, and then Saga Furs converted its March auction into an 

online auction occurring in April. 

24. Between April 3, 2020 and July 31, 2020, NAFA sought 3 further short-term extensions 

while NAFA and its stakeholders considered the consequences of the pandemic and avoided long 

term plans. 

25. The last extension was granted on July 16, 2020 extending the Stay Period to August 28, 

2020. 

26. Other than the Agent (who at various times, had specific concerns which were ultimately 

addressed), no creditor has objected to any stay extension to date and there have been no contested 

hearings or notices of objection filed. 

Cash Flow and Repayment to the Agent

27. In these proceedings, NAFA has had a regular reporting regimen with the Agent and its 

financial advisor.  For most of the period since my last affidavit in January, NAFA has been 

providing weekly or bi-weekly reporting to the Agent, including cash flow reporting and variance 

reports and specific reporting as required in respect of proposed settlements with NAFA. 

28. The cash flow reporting, while useful to all parties, has been very expensive to produce 

and discuss. Given this, the Agent agreed in April to move to bi-weekly reporting, which assisted 

with reducing costs.
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29. The Agent received a bi-weekly variance report on August 11, 2020 and will receive a 

further bi-weekly variance report on August 21, 2020.

30. NAFA has prepared with the Monitor’s assistance a cash flow forecast (“Cash Flow 

Forecast”) for the period from August 1 to November 27, 2020 (“Cash Flow Period”).  I am 

advised that the Cash Flow Forecast will be annexed to the Monitor’s Fourth Report to be filed in 

respect of this motion (the “Fourth Report”).  

31. Given that the cash flow contains detailed notes and confidential business information, I 

am of the view that the cash flow and related notes should be sealed.

32. A draft of the Cash Flow Forecast was provided to the Agent for its review on August 7, 

2020, to which it provided comments, and a further draft of the Cash Flow Forecast taking into 

account comments from the Agent was provided to the Agent on August 18, 2020.  A copy of the 

Cash Flow Forecast and the notes as they were sent to the Agent on August 18, 2020 are attached 

hereto as “Confidential Exhibit A”. 

33. The Agent has not completed its review of the Cash Flow Forecast as of August 21. Based 

on previous experience in this matter, it may be that some further time may need to be given to the 

Agent to finalize their comments. The Applicants entered into an arrangement with the Court at 

the stay extension hearing in these proceedings in May which provided such additional time to the 

Agent and it may be that the parties ask the Court to invoke a similar process on August 26th. The 

draft form of order does not contain such a process at this time, and it is hoped there will be no 

such issue at the hearing on the 26th.  

34. The Cash Flow Forecast will be the subject of detailed review in the Monitor’s Fourth 

Report, so I will only make limited comments here. 
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35. The notes to the Cash Flow Forecast, which were prepared by the Monitor in conjunction 

with NAFA as attached at Confidential Exhibit A, are very detailed and contain much of the 

information that might otherwise normally be contained in my affidavit and are generally not 

repeated herein. 

36. As set out in the Cash Flow Forecast, NAFA is forecast to have sufficient assets and cash 

throughout the Cash Flow Period to continue operations. 

37. When the Agent initially made demand on NAFA in August 2019, it was owed 

approximately $65,000,000. 

38. As of the date of this affidavit, the operating portion of the debt owing to the Agent has 

been reduced to approximately $17,200,000 plus an additional $4,800,000 owing in respect of the 

real property in Poland.

39. As at the time of affirming this affidavit, in total, NAFA has already repaid in excess of 

$17,700,000 of secured indebtedness during these CCAA proceedings, which includes repaying 

the DIP Loan, the entire $8,000,000 of Tranche B of the Credit Facility advanced by Waygar 

Capital Inc., approximately $3,100,000 to Farm Credit Canada on the closing of the sale of the 

Carlingview Property, and approximately 4,900,000 to the Agent.  The Cash Flow Forecast 

forecasts a further net reduction of the indebtedness to the Agent of $2,700,000 over the Cash Flow 

Period.  

40. In accordance with the Initial Order, the Cash Flow Forecast contemplates repayment to 

the Lenders from the Distributable Funds (as defined in the Monitor’s First Report) being the 

amount greater than $1,000,000 in NAFA’s bank accounts at the end of each week.  This amount 

is wired to the Agent weekly, when available. 
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41. As described in my previous affidavit, last year, NAFA entered into a transaction with Saga 

Furs (“Saga”) under which it encouraged farmers who had pledged furs to NAFA, which would 

have regularly been sold at a NAFA auction, to deliver those furs to Saga. Saga then paid a pelt 

advance to NAFA in respect of pelts received.

42. In this manner, NAFA was able to realize substantial advances from Saga prior to the 

auction season. This transaction enabled NAFA to realize material proceeds on its 2019 kit loans 

in early 2020 on furs which may now ultimately not sell until 2021 due to the pandemic. 

43. However, the Saga Transaction requires that the amount advanced by Saga must be repaid 

before NAFA receives any further proceeds from Saga in respect of the furs on which it has made 

advances to NAFA. Where, for example, NAFA was provided with an advance by Saga, NAFA 

will now only receive the remainder owing on those pelts when enough pelts are sold to repay 

Saga that advance. 

44. In an ordinary auction year, this would not have been an issue since it is usual for Saga to 

sell nearly 100% of the furs put up for auction.  However, this year has been abnormal.  The major 

auctions houses have only sold approximately 25% of what they offered, which offering was not 

even all of the skins they hold.  Only one auction of any size has been conducted in person, and 

the results were not materially better than the online sales earlier in the year. 

45. The low sale rates (both volumes and pricing) to date at the auction houses means that, in 

many cases, NAFA will have to wait until 2021 before receiving any further proceeds from the 

2019 mink crop, as the proceeds will likely be insufficient to repay the advances paid in many 

cases.
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46. This accounts for the much smaller amount anticipated in the Cash Flow Forecast for the 

sale of the 2019 mink from the various auction houses than was the case in the cash flow projection 

provided to this Court in January.  That cash flow projection reasonably anticipated near 100% 

sell through at prices similar to last year. The current Cash Flow Forecast reflects that NAFA will 

likely only be paid from furs sold by Saga or Kopenhagen Fur (“KF”) where there have been little 

to no advances paid.

47. Finally, because the European auction houses are currently selling a mix of North 

American furs traditionally sold by NAFA, the buyer community has demonstrated a certain 

amount of uncertainty for the grading of these products by the European auction houses. This 

would have been addressed by buyers attending and reviewing the goods in person themselves in 

an ordinary auction year. However, this year, due to the pandemic and the travel restrictions, this 

has not been possible.

48. As a result, the sale of North American mink has been even worse than the sale of mink 

generally. The only material sales in quantity appear to have occurred where people have 

significantly lowered the sale price on their mink. 

49. To create additional revenue pending the auction sales, NAFA has relaxed its own price 

levels on its owned inventory of remaining wild fur and mink furs.  These furs are being offered 

for sale at a limited on-site sale of furs (the “Private Treaty Open House”) discussed below, 

which will take place between the end of August and the beginning of September.

50. The Initial Order contains terms which limit NAFA to sales of $50,000 per sale and 

$250,000 in aggregate without requiring court approval. As set out in the Cash Flow Forecast, 

NAFA anticipates sales in excess of those thresholds during the Cash Flow Period. As such, we 
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are seeking the approval of the Court to amend those thresholds to facilitate the anticipated sales 

without requiring further court approval. 

51. As further discussed below, NAFA anticipates that it will vacate its principal head office 

facilities (the “Skyway Premises”) by October 31, 2020, thereby materially reducing operating 

expenses from October 31, 2020 forward by approximately $135,000 per month. 

52. NAFA also intends to further reduce its employee head count following exiting the Skyway 

Premises. This is reflected in the reduced employee costs during the last month of the Cash Flow 

Period.  NAFA is also receiving, and expects to receive, the Canadian Emergency Wage Subsidy, 

until the end of the year.

53. Also, as described in the Cash Flow Forecast and its accompanying notes, NAFA is also 

working with the Monitor and the Agent to reduce professional fees and prioritize professional 

fees being spent on matters that are immediate, or that directly translate into revenue or likely 

revenue. 

54. NAFA and the Monitor have also produced an estimated realization valuation (an “ERV”) 

for NAFA’s remaining assets that it expects to still exist as at the end of the Cash Flow Period in 

the notes section of the Cash Flow Forecast.  Given that the ERV includes confidential business 

information and anticipated realization amounts and price ranges, I believe it should be sealed. 

55. Based on the last draft I reviewed and discussed with the Monitor, the ERV will show that, 

subject to the assumptions therein, NAFA has, and will have at the end of the Cash Flow Period, 

sufficient assets to be able to repay the Agent in full assuming realizations are completed within 

the following 10 months (i.e. to September 30, 2021).   
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56. Beyond repayment of the Agent, the ERV demonstrates that there should be, under either 

the “low” or “high” recovery scenarios set out therein, assets remaining to provide recovery for 

the unsecured creditors following the liquidation of the remaining assets. The treatment of that 

remaining recovery and its distribution among creditors will be dealt with in a plan of arrangement 

to be formulated at some point in 2021, following the repayment of the Agent.

57. Given efforts to limit the professional fee spend until next year when there is more liquidity, 

no concrete steps to formulate such a plan of arrangement or run a claims process are being 

undertaken at this time. It would be premature to do so until there is more substantial reduction of 

the Agent’s debt.  

Farms in Litigation

58. Three different farms, one in Latvia and two in Lithuania, have taken steps to avoid their 

obligations to NAFA and to try to capitalize on NAFA’s insolvency.  These farms are known as: 

Kestutis, Grobina and the Ciskevicius Brothers.

59. The three farms, being separate and unrelated businesses together owe NAFA millions of 

dollars as further detailed in the ERV made up of kit loans and long terms debts. 

60. Kestutis was financed by NAFA to provide in excess of 360,000 pelts, Grobina was 

financed by NAFA to provide in excess of 160,000 pelts to NAFA this year and the Ciskevicius 

Brothers were financed by NAFA (and Saga) to provide 150,000 pelts.

61. Had all three of these farms delivered their pelts in full to NAFA, and they had been sold 

for an average price of $20 USD, NAFA would have recovered $13,400,000. However, at this 

point in time, the anticipated recovery from these farms is substantially less and the timing of 

recovery is uncertain. 
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Grobina

62. In or around the date of the Initial Order, Grobina entered into an insolvency administration 

in Latvia. 

63. Grobina purported to sell 75,000 mink (being 47,000 male pelts and 28,000 live mink) 

pledged to NAFA to a European investment house (known as “CR7”) shortly before it filed for 

insolvency, at a price which was manifestly below market and was in contravention of NAFA’s 

loan and security agreement.  A further 80,990 pelts remained unsold. 

64. Although NAFA hired security in Latvia to secure the CR7 mink to prevent their removal, 

the CR7 pelts were ultimately seized by force and removed from Grobina by what we believe were 

agents of CR7.

65. NAFA has had to engage in material litigation proceedings in Latvia to deal with this issue. 

The matter is still not resolved but at this time NAFA has succeeded in getting an injunction, which 

NAFA is in the process of having recognized in Denmark (where the CR7 mink were ultimately 

located), to prevent the distribution of the proceeds from the CR7 mink to CR7 pending the 

completion of the litigation in that matter.  The ERV currently projects limited recovery from the 

CR7 mink as the outcome of the litigation is not certain. 

66. NAFA was also successful in negotiating with the insolvency administrator and the junior 

creditor of Grobina (known as Citadele Bank), to ultimately release the remaining 80,000 mink to 

be sold, although it took several negotiations to reach that arrangement to the satisfaction of the 

administrator and the mink were ultimately delivered too late to be sold this year. 
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67. In general, NAFA’s Latvian litigation efforts have secured approximately 145,000 mink 

pelts (although the litigation in respect of same is not finished), when it appeared earlier in the 

proceedings that the recovery from Grobina might have been zero.  

68. NAFA has also reached an agreement in principle, with the approval of the Monitor and 

subject to the approval of the Agent (to be obtained) for a settlement with Citadele Bank for a 

material amount relating to a potential litigation claim, which was being disputed by Citadele 

Bank.  The details of that settlement are confidential and are not being submitted to this Court for 

approval as it is not a condition of the settlement. 

Kestutis

69. The Kestutis farm presented different issues. 

70. In or about the time of the commencement of these CCAA proceedings, Kestutis asserted 

that despite receiving a kit loan from NAFA based on its promise to raise 360,000 mink, that it 

may in fact have only raised 250,000. We are investigating the details of how this came to be. 

71. In January and February 2020, Kestutis resisted delivering his furs to Saga. Kestutis had, 

according to our agent in Lithuania, received advice from his local counsel that NAFA was too 

weak to pursue him.  Kestutis, therefore, attempted to extort hostage payments from NAFA to fund 

future Kestutis operations in exchange for the consensual delivery of some of the pelts to Saga. 

72. NAFA rejected this approach from Kestutis. It has commenced material litigation in 

Lithuania which has included proceedings before a notary, the engagement of bailiff, injunctive 

proceedings, multiple court attendances and potential commencement of criminal proceedings.
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73. Unfortunately, it appears that Kestutis has taken a variety of steps to hide or disappear his 

2019 crop of mink. NAFA’s efforts have located approximately 70,000 pelts which were 

surreptitiously shipped to Hong Kong and Cambodia in brazen disregard for NAFA’s security 

interest in those pelts.  Demand letters have been sent to the Hong Kong entity who acknowledges 

receipt of the pelts but has not offered to return them or pay NAFA for same. NAFA is considering 

further litigation in Hong Kong in connection with those missing pelts.  

74. It appears that a large amount of Kestutis mink were contracted for, but not delivered from, 

a supplier in Denmark. This matter is being investigated, but despite taking funding for these mink, 

it may be that these mink never existed or it may be that NAFA has recourse against the mink 

raised by that Danish farmer. 

75. NAFA has been successful at all material hearings in this matter. It recently seized all the 

remaining juvenile mink from Kestutis’s farming operation when Kestutis abandoned them to die. 

Unfortunately, a great number of them had to be euthanized and a very small amount was realized 

from them (juvenile pelts are valueless but some farmers bought the live animals to raise). 

76. NAFA recently received banking and other information under a Lithuanian court order 

from Kestutis which seems to indicate that perhaps 200,000 or more pelts were fraudulently 

transferred to a known entity in Lithuania earlier this year. Litigation is now underway to try to 

secure these pelts. 

77. No amount is included in the Cash Flow Forecast at this time for any pelts from the Kestutis 

litigation recovery effort.

78. Criminal investigations have been commenced against Kestutis in Lithuania and NAFA 

has assisted in that investigation. 
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Ciskevicius Brothers

79. The Ciskevicius Brothers own or operate two different Lithuanian farms.  They are also 

being advised by the same counsel who may have advised Kestutis to breach its obligations to 

NAFA. The Ciskevicius Brothers collectively owe NAFA in excess of $2,700,000.  In August of 

2019, given limited funding available at that time, NAFA agreed, with the consent of the Agent, 

to allow for Saga to provide the funding necessary to complete the development of the Ciskevicius 

Brothers kits into harvestable mink.

80. In exchange for this arrangement, Saga was given a first priority pledge on these mink and 

they provided funding to complete the herd.  Saga advanced approximately 760,000 Euros to the 

Ciskevicius Brothers.

81. In apparent violation of their contract, the Ciskevicius Brothers ultimately delivered only 

42,000 of the 150,000 pelts they were contracted to provide.  The location of the remaining pelts 

is unknown.

82. Saga has taken the lead on litigating this matter and has advised that they have been 

successful in confirming the jurisdiction for the litigation is Finland not Latvia but the litigation is 

otherwise ongoing. Saga and NAFA are going to have further discussions related to the progress 

of this litigation, and possible settlements, and whether or not NAFA should take an active role in 

the litigation.  

83. NAFA continues to diligently pursue these areas of litigation. Material recovery from these 

farms could materially change the restructuring options available to NAFA. Unfortunately, any 

recovery from these litigation issues likely does not occur until mid to late 2021, absent a 

settlement or some other commercial arrangement. 
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Insurance Claims

84. NAFA maintains a credit insurance policy with an entity known as “Red Rock Insurance” 

which insurance policy essentially provides coverage in the event that an entity to whom a kit loan 

was made in the previous year, fails to deliver its mink or to repay the full amount of the kit loan. 

85. The insurance claim has a rider that provides maximum amounts of coverage for certain 

specific farms.  For example, in the case of Kestutis, there is coverage up to the amount of 

approximately $2,000,000. There are also maximum amounts allowed for claims in different 

countries or geographic regions. The policy also has an annual deductible of $1,000,000. 

86. NAFA notified its insurer by letter on March 11, 2020 that it may make claims in respect 

of each of the kits loans which remain unpaid. 

87. At this time, NAFA has filed only two proofs of loss. One is in respect of Kestutis, and one 

is in respect of a farm known as Furlax. Once NAFA has responses to these claims, NAFA will 

provide the balance of its proofs of loss using the information requested by the insurer to the first 

two claims as a guide. The amount of the claims filed and anticipated to be filed are set out in the 

notes to the ERV. 

88. The insurer’s initial response has been to question what coverage is available and to request 

significant additional documentation. 

89. It is expected that the process of getting payment from the insurer will take some time, 

professional fees, and a material amount of disclosure and review of documents. 

90. The staff at NAFA has been engaged in organizing the necessary paperwork to respond to 

the insurer and the NAFA staff are knowledgeable about the history of these loans and are, 

therefore, uniquely able to respond to the insurer’s inquiries.
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91. NAFA expects to file more than 25 proofs of loss, although the final number may be higher 

when the final results of the 2020 auction season are known. 

92. NAFA expects a multi-million dollar recovery from this insurance policy, given the issues 

described herein and the general difficulty in being paid it debts from its farms in this year, which 

claims, if successful, will contribute in a meaningful way to repaying the Agent and other creditors 

as set out in the ERV.  

Long Term Debt

93. NAFA holds a significant amount of long-term debt (i.e. not current kit loans) from various 

farmers around the world, excluding the three farmers discussed above that are in litigation. The 

top 10 debtors make up approximately 85% of this debt.

94. NAFA has sent two sets of demand letters to farmers who are indebted to NAFA.  The 

letters make clear that NAFA will pursue its remedies against these farmers in the absence of 

payment.

95. NAFA intends to use the Cash Flow Period to increase its efforts to pursue these long-term 

debts. In particular, NAFA is going to review its security from these entities and consider recourse 

against not only mink pelts but also against real property, equipment and personal guarantees. 

96. NAFA has reviewed its files in preparation for taking further steps to recover these long-

term debts.  NAFA staff is uniquely able to collect these debts given the nature of many of the 

loans and the promises made related to them over time.  NAFA staff can also properly consider 

and value any settlement proposal for long term recovery or other options which may be offered 

to settle. 
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97. NAFA has already successfully negotiated several loan settlements and repayment plans 

in this manner which have met with the approval of the Monitor and the Agent. 

98. The potential recovery from these long-term loans could materially impact the funds 

available to repay the Agent and other stakeholders.  

The Daikoku Farm

99. Among the assets owned by NAFA was a working mink farm in Poland, known as the 

Daikoku farm.  The Daikoku Farm produced 130,000 harvested mink this year. 

100. Being unable to provide ongoing funding to operate the farm, and being confronted with a 

positive diagnosis of Aleutian Disease in a material portion of the breeders at Daikoku, NAFA 

determined, in conjunction with the Monitor and the Agent, that it was appropriate to terminate 

operations at the farm and cull the remaining breeders. 

101. NAFA surrendered operations of the Daikoku farm to the previous owner in exchange for 

that individual assuming the liabilities affiliated with the farm, as well as having him deliver mink 

pelts equal to the number of breeder mink left at the farm.  NAFA has no further liabilities with 

respect to the Daikoku farm. 

102. Unfortunately, when 109,000 of the Daikoku mink were delivered to the largest pelting 

plant in Poland, the owner of the pelting plant, a sister company to the Van Ansem Group (an 

entity discussed in my previous affidavits), arrested the mink and refused to release them to Saga, 

the intended destination at that time.

103. The Daikoku farm was effectively a joint venture between the Van Ansem Group and 

NAFA. A dispute arose with respect to the obligations remaining at the farm, a large feed bill 
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which was owing, and the obligations of the Van Ansem Group related to NAFA’s acquisition of 

the farm operations years earlier. 

104. A settlement was reached after considerable negotiations, and with the input of the Monitor 

and the consent of the Agent, under which the Daikoku mink were released and certain other 

liabilities between NAFA and VAG were resolved.  

105. As a result of the dispute and the delay it caused, the 109,000 Daikoku mink were not able 

to be delivered to the auction houses in time for them to be sold in this year’s auctions.

The International Properties 

106. Among its holdings, NAFA owns one property in Poland and two properties in Stoughton, 

Wisconsin.

107. All of these properties are currently listed for sale with local real estate agents actively 

marketing the properties.  While there has been interest in the properties, activity has been slow 

due to Covid-19 related travel restrictions and the summer holiday season.  I am optimistic that 

activity and interest will improve in the Fall.

BDC and the Skyway Property

108. NAFA Properties is the registered owner of two long-term ground leases (the “Ground 

Leases”) in respect of a property municipally known as 65 Skyway Avenue, Rexdale Ontario (the 

“Skyway Property”), which is NAFA’s head office and main auction facility. 

109. The Business Development Bank of Canada (“BDC”) made a term loan available to NAFA 

Properties in the principal amount of $7,240,000 CDN to allow NAFA Properties to acquire its 
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interest in the Skyway Property in connection with the Ground Leases.  As of July 31, 2020, the 

amount outstanding was approximately $6,250,000 CDN.

110. At the November 28, 2020 Motion, Justice McEwen granted NAFA what is referred to as 

the Ground Leases Order. This Order ordered that, inter alia, all payments relating to the Grounds 

Leases will continue to be paid to BDC in the ordinary course, and authorized NAFA Properties 

to list the Ground Leases for sale, provided that the listing agreement is in form and substance 

satisfactory to the Monitor and BDC, in consultation with the Agent.

111. NAFA met with four real estate agents and after consultation with the Monitor, BDC and 

notice to the Agent, selected an agent who began its marketing efforts on January 21, 2020. 

112. NAFA negotiated and entered into a sale agreement with an arms length party with the 

approval of BDC and the Agent in June. The purchase price would have retired the debt to BDC 

and provided a surplus which would have been paid to the Agent.

113. Unfortunately, during the 30-day due diligence period allowed for in the offer, the 

prospective purchaser discovered a zoning issue which prohibited the proposed use of that 

purchaser. On August 5, 2020, after retaining a planner and attempting to resolve the issue with 

the city, the prospective purchaser determined that resolving the zoning issue was too uncertain, 

and it terminated the transaction. 

114. Other parties were interested in the property at the time the parties selected the prospective 

purchaser as the offer to pursue. The real estate agent has gone back to those parties and has 

renewed marketing of the property. 
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115. The prospective purchaser was to close the sale transaction on October 31, 2020. As such, 

NAFA began plans in August to redesign its remaining business without the use of the Skyway 

Property. 

116. Under the Ground Lease Order, NAFA may terminate its occupation of the Skyway 

Property on 60 days’ notice. 

117. We have determined that maintaining the premises is an unnecessary expense at this point 

in the restructuring.  NAFA can relocate its offices to the leased premises at 500 Carlingview in 

Toronto (where it can work rent free until year-end given the terms it negotiated when it sold the 

property earlier this year) and it expects to be able to sell or ship all of its remaining inventory, 

and sell its onsite equipment, before the end of October and is making plans to do so.

118. Our counsel has contacted BDC’s counsel and have advised them of this plan. Assuming 

the order we are seeking is granted on August 26, 2020, we will send the officially required notice 

on August 30, 2020 to BDC and plan to be out of the Skyway Property by October 31, 2020. 

119. NAFA will also provide notice to the real property owners. Once it vacates the premises, 

it will cease making any payments to the landlords or BDC, and any other payments in connection 

with this property (e.g. utilities, security, etc.).

120. NAFA remains interested in continuing with the sale of the Skyway property, as it is an 

asset in which NAFA believes there is value beyond the BDC debt (as the recent sale efforts have 

proven – notwithstanding the failure to close) and I am of the view that for BDC to engage in its 

own process at this time will create unnecessary costs which will be borne by the NAFA creditors.
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NAFA Farms

121.  NAFA owns a mink farm in Nova Scotia which produced mink in 2019.  All of the NAFA 

2019 mink, including breeders, were either pelted or sold.  While the farm remains, there are no 

new NAFA owned mink being grown on that farm.  

122. NAFA has been negotiating with a Nova Scotia farmer who has been maintaining the farm, 

for a lease to allow that farmer to use the premises for his mink production, but no agreement has 

yet been finalized.  If such an agreement is reached, NAFA expects a limited rental income from 

this property.

123. As the farm is fully encumbered to Farm Credit Canada, and given what I understand to be 

the low value of mink farms in Nova Scotia, currently, NAFA has no plans to sell this land at this 

time and has assigned it no value in the ERV. 

BLACKGLAMA Trademark 

124. NAFA is the owner of the BLACKGLAMA brand (the “Marks”) used in association with 

mink pelts, perfume, as well as false eyelashes and clothing items made from mink fur.

125. My November affidavit explained the importance of the BLACKGLAMA brand 

worldwide and advised the Court that NAFA was in the process of negotiating a short license 

agreement for the BLACKGLAMA brand (“License Agreement”).

126. Since the November Motion, NAFA has finalized and concluded the License Agreement. 

The terms of the License Agreement are substantially similar to those described in my November 

affidavit. 
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127. The licence expires in October 2020. NAFA is in preliminary discussions with Saga as to 

whether to continue the licence, which Saga has indicated it is interested in doing, or to terminate 

the licence and offer the brand for sale. A decision will likely be made with respect to same during 

the Cash Flow Period.  The Cash Flow Forecast does not currently include a further licence fee 

nor a sale value for the BLACKGLAMA trademark. 

Sale of the Business of NAFA

128. As set out above and set out in my January affidavit, NAFA had worked with the Monitor 

to develop a SISP which contemplated the potential sale of all or part of the entire remaining 

business including NAFA’s outstanding loan facilities, the real estate and intellectual property.

129. The Court authorized a SISP, subject to consent of the Agent or further order of the Court, 

at the hearing on January 30, 2020.  However, due to the impact of Covid-19 shortly thereafter, 

NAFA, the Monitor and the Agent all agreed that conducting a SISP at that time was unlikely to 

be successful and might be money wasted. 

130. NAFA does not intend to conduct a SISP during the Cash Flow Period and there is no 

allocation for professional fees to do so during that period. 

131. However, it is the case that certain parties have contacted NAFA, particularly over the past 

month as the fur industry shows signs of recovery, to inquire as to whether or not NAFA might be 

for sale. 

132. Hypothetically, NAFA could collect furs in the Fall and Winter of 2020/2021 and conduct 

auctions and sales in 2021. It clearly does not currently have the funding to do and has no plans to 

do so. Nonetheless, in my view, effectively, it remains a turn key solution for someone who wanted 

to conduct a fur auction in North America. 
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133. It may be that during the Cash Flow Period interest from these preliminary contacts mature 

into an offer which merits further consideration of whether or not a limited SISP would be 

productive or worthwhile, in which case we would engage with the Agent and the Monitor to 

discuss same. 

Private Treaty Open House 

134. As I previously reported, in an average year, NAFA would sell wild fur with a gross value 

of in excess of $25,000,000. This represents in excess of a million wild furs provided by in excess 

of 25,000 individual entities. 

135. NAFA had previously entered into an arrangement to host an auction with Fur Harvesters, 

a wild fur auction house located in North Bay, to sell its remaining wild fur.  The auction model 

was put before this Court in January and approved. 

136. However, due to Covid-19, the lack of foreign travellers and the continually scaled back 

size of the auction or likely attendees, NAFA and FHA decided to cancel the holding of an auction 

at the Skyway Property. FHA is proceeding with an auction on August 30 and 31, 2020. A small 

amount of NAFA product is to be offered at that auction at this time. 

137. Despite engaging in material private treaty sales during the 8 months since my last 

affidavit, NAFA still has a material quantity of wild fur and unsold mink from 2019.  The quantities 

will be set out in the notes to the Cash Flow Forecast in the Monitor’s Fourth Report. 

138. NAFA expects to be able to sell the majority of those skins before October 31, 2020 in two 

ways. First, NAFA will continue to sell skins to private treaty inquiries. These inquiries have 

increased in the months of July and August as the fur industry starts to recover.
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139. Second, NAFA intends to host a “Private Treaty Open House” in late August around the 

time of the Fur Harvesters auction in North Bay, Ontario.  Buyers attending the Fur Harvesters 

auction will likely transit through Toronto and NAFA will have its goods on display in the Skyway 

Property before and after that sale to allow inspection and purchase of its remaining goods.  The 

goods would be sold on a cash and carry basis. In accordance with earlier court orders, these 

proceeds will be held by the Monitor to allow for payments to consignors. 

140. NAFA is uniquely able to sell and ship these goods, many of which require permits which 

NAFA continues to hold. 

Extension

141. Since the Stay Extension Order, NAFA has been acting in good faith and with due 

diligence, and continues to act in this manner in its relationships with its creditors, employees, 

lenders, trappers and farmers.

142. The current Stay Period under the Stay Extension Order will expire on August 28, 2020. 

NAFA requests an extension of the Stay Period to and including November 30, 2020 to continue 

its restructuring efforts.

143. I am satisfied that NAFA will be in material compliance with the Cash Flow Forecast going 

forward and will have sufficient funds to operate during the extension of the Stay Period.

144. The Monitor has advised me that it is supportive of NAFA seeking an extension of the Stay 

Period to and including November 30th, 2020. 

145. I affirm this affidavit in support of NAFA’s motion for an Order, inter alia: (a) an extension 

of the Stay Period to and including November 30, 2020; (b) authorizing future sales without 
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Court File No. CV-19-00630241-00CL 

ONTARIO 

SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

THE HONOURABLE 

MR. JUSTICE McEWEN 

) 
) 
) 

WEDNESDAY, THE 26th 

DAY OF AUGUST, 2020 

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR 
ARRANGEMENT OF NORTH AMERICAN FUR PRODUCERS INC., 
NAFA PROPERTIES INC., 3306319 NOVA SCOTIA LIMITED, NORTH 
AMERICAN FUR AUCTIONS INC., NAFA PROPERTIES (US) INC., 
NAFA PROPERTIES STOUGHTON LLC, NORTH AMERICAN FUR 
AUCTIONS (US) INC., NAFPRO LLC (WISCONSIN LLC), NAFA 
EUROPE CO-OPERATIEF UA, NAFA EUROPE B.V., DAIKOKU SP.Z 
OO and NAFA POLSKA SP. Z OO 

(the “Applicants”) 

ORDER 

(Re: Stay Extension, Approval of Monitor’s Conduct and Fees 
and Amendment to Initial Order) 

THIS MOTION, made by the Applicants for an Order for the relief set out in the Notice 

of Motion of the Applicants dated August 21, 2020, was heard by teleconference due to the 

COVID-19 crisis. 

ON READING the Motion Record of the Applicants and the related Confidential Exhibit 

A, the Fourth Report of the Monitor dated August , 2020 (the “Fourth Report”) and the 

related Confidential Appendices and upon hearing the submissions of counsel for the Applicants, 

counsel to the Monitor, counsel to the Canadian Imperial Bank of Commerce, as agent (in such 
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capacity, the “Agent”) for the lenders party to the Fourth and Restated Credit Agreement dated 

as of September 27, 2019 (as may be amended or amended and restated, the “Credit 

Agreement”) from time to time (the “Lenders”), and counsel for Business Development Bank 

of Canada (“BDC”) no one appearing for any other person on the Service List, although properly 

served as appears on the Affidavit of Service of Ariyana Botejue, sworn [], filed:  

SERVICE AND DEFINITIONS 

1. THIS COURT ORDERS that the time for service of the Notice of Motion and Motion

Record herein is hereby abridged and validated so that this Motion is properly returnable today and

hereby dispenses with further service thereof.

2. THIS COURT ORDERS that terms not otherwise defined in this Order shall have the

meaning set out in the Initial Order of the Honourable Justice McEwen, dated October 31, 2019 (as

amended and restated) (the “Initial Order”).

EXTENSION OF THE STAY PERIOD 

3. THIS COURT ORDERS that the Stay Period is hereby extended from August 28, 2020 to

and including November 30, 2020.

APPROVAL OF MONITOR REPORTS AND ACTIONS 

4. THIS COURT ORDERS that the Third Report of the Monitor dated January 29 2020, and

the Fourth Report, and the actions, decisions and conduct of the Monitor as set out in the Reports

are hereby authorized and approved.

APPROVAL OF FEES AND DISBURSEMENTS 

5. THIS COURT ORDERS that the fees and disbursements of the Monitor and its counsel,

Miller Thomson LLP, as set out in the Fourth Report and the Fees Affidavits (annexed to the

Fourth Report), be and are hereby approved.

AMENDMENT TO PARAGRAPH 12(a) OF THE INITIAL ORDER 

6. THIS COURT ORDERS that paragraph 12(a) of the Initial Order is hereby amended by:
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(a) deleting the reference to a “$50,000” limit for any one such transaction and

replacing it with “$500,000”; and 

(b) deleting the reference to the aggregate consideration for all transactions of

“$250,000” and replacing it with “$2,000,000”; and 

(c) adding “with the consent of the Agent or, failing obtaining such consent to any

transaction, further Order of the Court. 

SEALING OF CONFIDENTIAL EXHIBIT AND CONFIDENTIAL APPENDICES 

7. THIS COURT ORDERS that Confidential Exhibit “A” to the Affidavit of Doug Lawson

sworn August 21, 2020 and Confidential Appendices “A” and “B” of the Fourth Report and

Confidential Exhibit “B” to the Fees Affidavit  shall be and are hereby sealed, kept confidential

and shall not form part of the public record pending further Order of this Court.

INTERNATIONAL RECOGNITION 

8. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,

regulatory or administrative body having jurisdiction in Canada or in the United States to give

effect to this Order and to assist the Monitor and the Applicants and their agents in carrying out the

terms of this Order.  All courts, tribunals, regulatory and administrative bodies are hereby

respectfully requested to make such orders and to provide such assistance to the Monitor, as an

officer of this Court, and the Applicants as may be necessary or desirable to give effect to this

Order or to assist the Monitor and the Applicants and their agents in carrying out the terms of this

Order.

EFFECTIVENESS OF ORDER 

9. THIS COURT ORDERS that, due to the COVID-19 pandemic, this Order is

immediately effective and enforceable without the need for entry and filing until further direction

from this Court.

____________________________________ 
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