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AS PROPOSAL TRUSTEE OF

DANIER LEATHER INC.

MARCH 4, 2016

1.0 Introduction

1. This report (“Supplemental Report”) is a supplement to the Proposal Trustee’s Third
Report dated March 3, 2016 (the “Third Report”).

2. This Supplemental Report should be read in conjunction with the supplemental
affidavit of Brent Houlden, the Chief Financial Officer of the Company, sworn March 3,
2016 in support of this motion.

1.1 Defined Terms

1. Unless otherwise defined in this Supplemental Report, defined terms have the
meanings provided to them in the Third Report.

1.2 Purposes of this Supplemental Report

1. The purposes of this Supplemental Report are to:

a) report on the Company’s weekly cash flow projection for the period March 6,
2016 to April 16, 2016 (“Cash Flow Forecast”); and
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b) recommend that the Court make an order, inter alia, granting the Company’s
request for an extension of the time to file a proposal with the Official Receiver
from March 23, 2016 to April 15, 2016.

1.3 Currency

1. Unless otherwise noted, all currency references in this Supplemental Report are to
Canadian dollars.

1.4 Restrictions

1. In preparing this Supplemental Report, the Proposal Trustee has relied upon
unaudited financial information prepared by the Company’s representatives, the
Company’s books and records and discussions with its representatives. The
Proposal Trustee has not performed an audit or other verification of such
information. An examination of the Company’s financial forecasts as outlined in the
Canadian Institute of Chartered Accountants Handbook has not been
performed. Future oriented financial information relied upon in this Supplemental
Report is based on the Company’s representatives’ assumptions regarding future
events; actual results achieved may vary from this information and these variations
may be material.

2. The Proposal Trustee also references its report on the Company’s cash flow
projections and underlying assumptions and notes that its review and commentary
thereon was performed in accordance with the requirements set out in the Canadian
Association of Insolvency and Restructuring Professionals’ Standards of Professional
Practice No. 99-5 (Trustee’s Report on Cash Flow Statement).

2.0 Cash Flow Extension

1. The Cash Flow Forecast and the related assumptions for the period March 6, 2016 to
April 16, 2016, together with Management’s Report on the Cash-Flow Statement as
required by Section 50.4(2)(c) of the BIA, are provided in Appendix “A”.

2. The Cash Flow Forecast reflects the terms of the Successful Bid received in the SISP,
being an offer submitted by a contractual joint venture comprised of Merchant Retail
Solutions, ULC and Gordon Brothers Canada ULC.

3. According to the Cash Flow Forecast, the Company is projected to have net cash flow
of $24.3 million during the period. The Company has sufficient liquidity to operate its
business during the Cash Flow Forecast period.

4. Based on the Proposal Trustee’s review of the Cash Flow Forecast, there are no
material assumptions which seem unreasonable in the circumstances. The Proposal
Trustee’s Report on the Cash Flow Statement as required by Section 50.4(2)(b) of the
BIA is attached as Appendix “B”.
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3.0 Company’s Request for an Extension

1. The Company is seeking an extension of the time to file a proposal with the Official
Receiver from March 23, 2016 to April 15, 2016.

2. The Company advised that it is seeking the extension of time in order to commence
the transaction with the Agent in an orderly fashion and to provide the Company with
more time to identify and complete transactions for the Company’s remaining
business and assets.

3. The Proposal Trustee supports the Company’s request for the following reasons:

a) the Company is acting in good faith and with due diligence;

b) the orderly commencement of the transaction with the Agent is in the interest of
maximizing recoveries;

c) it will allow the Company the opportunity to identify and/or complete one or more
transactions for the Company’s remaining business and assets;

d) it should not prejudice any creditor as the Company has sufficient funds to pay
for post-filing goods and services in the amounts contemplated by the Cash
Flow Forecast; and

e) as of the date of this Supplemental Report, the Proposal Trustee is not aware
of any party opposed to an extension.

4.0 Conclusion and Recommendation

1. Based on the foregoing, the Proposal Trustee respectfully recommends that this
Honourable Court make an order granting the relief detailed in Section 1.2(1)(b) of
this Supplemental Report.

* * *

All of which is respectfully submitted,

KSV KOFMAN INC.
IN ITS CAPACITY AS TRUSTEE UNDER THE
NOTICE OF INTENTION TO MAKE A PROPOSAL OF
DANIER LEATHER INC.
AND NOT IN ITS PERSONAL CAPACITY
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