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ESTATE FILE NO.: 31-2084381
COURT FILE NO.: 31-2084381

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

IN THE MATTER OF THE BANKRUPTCY OF DANIER LEATHER INC.

FIFTH REPORT OF KSV KOFMAN INC. AS TRUSTEE IN BANKRUPTCY OF
DANIER LEATHER INC.

NOVEMBER 29, 2017

1.0 Introduction

1. On February 4, 2016, Danier Leather Inc. (the “Company” or “Danier”) filed a Notice
of Intention to Make a Proposal (“NOI”) pursuant to Section 50.4(1) of the Bankruptcy
and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the “BIA”), and KSV Kofman
Inc. (“KSV”) was appointed proposal trustee in the Company’s NOI proceedings (the
“Proposal Trustee”).

2. In accordance with an order of the Ontario Superior Court of Justice (Commercial List)
(the “Court”) made on February 8, 2016, the Company carried out a sale and investor
solicitation process.

3. On March 2, 2016, the Court granted Danier an extension of time to March 23, 2016
to file a proposal with the Official Receiver under Section 62(1) of the BIA.

4. On March 21, 2016, the Company made an assignment in bankruptcy and KSV was
appointed as trustee in bankruptcy (the “Trustee”).

5. Pursuant to an Order of the Court made on March 21, 2016, KSV was appointed
receiver (the “Receiver”) of the Company’s property, assets and undertaking pursuant
to Section 101 of the Courts of Justice Act, R.S.O. 190, c. C.43, as amended (the
“Receivership Order”).

6. On April 11, 2016, the first meeting of creditors in the Danier bankruptcy was held, at
which the appointment of KSV as Trustee was affirmed. In addition, five (5) inspectors
were appointed pursuant to Section 116 (1) by the creditors (the “Inspectors”).

7. The NOI, bankruptcy and receivership proceedings are collectively referred to as the
“Insolvency Proceedings”.

8. This report (the “Report”) is filed by KSV in its capacity as Trustee.
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1.1 Purposes of this Report

1. The purposes of this Report are to:

a) provide a summary of certain background information concerning the Company
and the Insolvency Proceedings;

b) explain the need for the Trustee to enter into an agreement in form and
substance attached as Appendix “A”1 (the “Paying Agent Agreement”) with
Computershare Investor Services Inc. (“Computershare”); and

c) recommend that this Court issue an order, inter alia:

 authorizing the Trustee to enter into the Paying Agent Agreement and to
perform its obligations thereunder;

 declaring that the Trustee, Computershare and CDS & Co., the Canadian
Depository for Securities (“CDS”), and their respective affiliates, partners,
directors, employees, agents and controlling persons, shall have no
liability with respect to any and all losses, claims, damages or liabilities, of
any nature or kind, to any person (including any shareholder of the
Company) in connection with or as a result of carrying out their obligations
pursuant to the Paying Agent Agreement or, in the case of Computershare
and CDS, at the direction of the Trustee, except to the extent such losses,
claims, damages or liabilities result from the fraudulent act, gross
negligence or willful misconduct of the Trustee, Computershare or CDS,
as applicable;

 sealing Schedule “A” to the Paying Agent Agreement from the public
record.

2.0 Background

1. The subordinate voting shares of the Company (the “Shares”) were listed on the
Toronto Stock Exchange. They were delisted on March 17, 2016.

2. The Receiver has completed the realization process for the Company’s business and
assets.

3. The Receiver transferred the net proceeds of realization to the Trustee to fully satisfy
all proven claims filed in the bankruptcy, including paying interest on all proven claims
at the rate of 5% per annum, as prescribed under Section 143 of the BIA.

1 As detailed below, it is recommended that Schedule “A” to the Paying Agency Agreement be sealed.
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4. There is a surplus (the “Surplus”) available for distribution to the holders of Shares
(the “Shareholders”). The Trustee intends to bring a motion (the “Distribution Motion”)
to seek the Court’s authorization to allow it to distribute the Surplus to the
Shareholders once all costs and liabilities incurred or to be incurred in the Insolvency
Proceedings have been paid or satisfied. The Trustee’s Report to be filed in respect
of the Distribution Motion will provide a full discussion of the Surplus and the
recommended distribution process.

5. In the Trustee’s view, given the public nature of the shareholdings of Danier, it will be
more cost and time efficient to disseminate information regarding the Distribution
Motion and the distribution of the Surplus and to distribute the Surplus to Shareholders
through Computershare, which, together with its affiliates, performs these and similar
functions in the normal course. Additionally, Computershare’s affiliate was the
Company’s former transfer agent and registrar. Pursuant to the Paying Agent
Agreement, Computershare will disseminate such information and distribute the
Surplus to registered Shareholders, including CDS2, and will also coordinate with CDS
the dissemination of such information and distribution of the Surplus to beneficial
Shareholders who are holding their Shares through CDS. The alternative is to have
the Trustee and counsel perform these functions, which will be more costly and
cumbersome than if performed by Computershare.

6. The Inspectors have authorized the Trustee to enter into the Paying Agent Agreement
with Computershare.

7. Before Computershare may provide any services to the Trustee under the Paying
Agent Agreement (including providing notice to the Shareholders of the proposed
Distribution Motion and the distribution of the Surplus (the “Notice”)), it requires the
Trustee to enter into the Paying Agent Agreement and to obtain an order from the
Court declaring that Computershare will have no liability in connection with or as a
result of carrying out its obligations under the Paying Agent Agreement or at the
direction of the Trustee, except for its fraudulent acts, gross negligence or wilful
misconduct. Ordinarily, Computershare would require an indemnification provision as
part of the Paying Agent Agreement and would not agree to perform such services
without an indemnity. As the Trustee is not prepared to provide an indemnification,
Computershare will only provide the services if such liability protection is provided by
way of the court order described herein. The Trustee is seeking to extend the relief
limiting liability to CDS as well because, based on the past experience of the Trustee
and its counsel, the Trustee understands that CDS may require such liability
protection when distributing information and making distributions to Shareholders out
of the ordinary course.

2 CDS is a depository for securities; it is the registered shareholder in respect of a significant number of the Shares.
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8. The Trustee intends to have the Notice issued by Computershare following the
hearing of this motion. Accordingly, the Trustee is requesting that the Court issue an
order authorizing it to enter into the Paying Agent Agreement at this time.

9. Computershare requires that Schedule “A” be sealed on a confidential basis to
prevent public disclosure of the fees it charges for these services. The Trustee
believes that it is appropriate to seal this information as it is proprietary and
confidential to Computershare’s business and this information is not a material cost
in these proceedings.

10. If the entering into of the Paying Agent Agreement is authorized as requested, the
only step to be taken thereunder in advance of the Distribution Motion will be to have
Computershare disseminate information to the Shareholders (directly to registered
Shareholders and indirectly through CDS to beneficial Shareholders), including the
Notice. The Notice will specifically note that the distribution of the Surplus is subject
to further order of the Court.

3.0 Conclusion and Recommendation

1. The Trustee recommends that the Court make an order in the form attached to its
motion record, inter alia:

 authorizing the Trustee to enter into the Paying Agent Agreement with
Computershare and to perform its obligations thereunder;

 declaring that the Trustee, Computershare and CDS & Co., the Canadian
Depository for Securities (“CDS”), and their respective affiliates, partners,
directors, employees, agents and controlling persons, shall have no liability with
respect to any and all losses, claims, damages or liabilities, of any nature or
kind, to any person (including any shareholder of the Company) in connection
with or as a result of carrying out their obligations pursuant to the Paying Agent
Agreement or, in the case of Computershare and CDS, at the direction of the
Trustee, except to the extent such losses, claims, damages or liabilities result
from the fraudulent act, gross negligence or willful misconduct of the Trustee,
Computershare or CDS, as applicable; and

 sealing Schedule “A” to the Paying Agent Agreement from the public record.

* * *

All of which is respectfully submitted,

KSV KOFMAN INC.
SOLELY IN ITS CAPACITY AS TRUSTEE IN BANKRUPTCY OF
DANIER LEATHER INC.
AND NOT IN ITS PERSONAL CAPACITY




















