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COURT FILE NO.: CV16-11322-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

IN THE MATTER OF AN APPLICATION UNDER SECTION 101 OF THE COURTS OF
JUSTICE ACT, R.S.O. 1990, C. C.43, AS AMENDED

AND IN THE MATTER OF THE RECEIVERSHIP OF DANIER LEATHER INC., A
CORPORATION INCORPORATED PURSUANT TO THE LAWS OF THE PROVINCE OF
ONTARIO, WITH A HEAD OFFICE IN THE CITY OF TORONTO, IN THE PROVINCE OF

ONTARIO

FIRST REPORT OF KSV KOFMAN INC.
AS COURT APPOINTED RECEIVER OF

DANIER LEATHER INC.

APRIL 27, 2016

1.0 Introduction

1. On February 4, 2016, Danier Leather Inc. (the “Company”) 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, 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) (“Court”) made on February 8, 2016 (“SISP Order”), the Company, with the
assistance of its financial advisor, Consensus Advisory Services LLC and Consensus
Securities LLC, and the Proposal Trustee, carried out a sale and investor solicitation
process (“SISP”).

3. As a result of the SISP, the Company entered into an Agency Agreement (“Agency
Agreement”) with a contractual joint venture comprised of Merchant Retail Solutions,
ULC and Gordon Brothers Canada ULC (jointly, the “Agent”) to liquidate the inventory,
furniture, fixtures and equipment in 76 of its store locations.
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4. As described in some additional detail below, the SISP resulted in a number of offers
for discrete assets of the Company (including certain leases). Other than the Agency
Agreement, no additional sale transactions were completed during the NOI
proceedings through the SISP.

5. On March 21, 2016, the Company made an assignment in bankruptcy and KSV was
appointed as Trustee in Bankruptcy of the Company’s bankrupt estate (“Trustee”).

6. Pursuant to an Order of the Court made on March 21, 2016 (“Receivership Order”),
KSV became Receiver (the “Receiver”) of the Company’s properties, assets and
undertakings pursuant to Section 101 of the Courts of Justice Act, R.S.O. 190, c. C.43,
as amended. A copy of the Receivership Order is attached as Appendix “A”.

7. This report is filed by KSV in its capacity as Receiver.

1.1 Purposes of this Report

1. The purposes of this report (“Report”) are to:

a) provide background information about the Company;

b) summarize a transaction (the “Transaction”) contemplated by an Offer to
Purchaser (the "Offer to Purchase") between the Company and Michael Kors
(Canada) Holdings Ltd. (the "Assignee") dated February 22, 2016 (as amended,
extended, supplemented, restated and/or amended and restated from time to
time, including by the Agreement Confirming Purchase Agreement between the
Receiver and the Assignee dated April 27, 2016 (the "Confirming Agreement"),
the "Assignment Agreement") with respect to the Company’s Halton Hills lease
and certain assets related thereto (“Purchased Assets”). The Offer to Purchase
and the Confirming Agreement are attached as Appendix “B” and “C”,
respectively; and

c) recommend that the Court issue an Order, inter alia:

i. Approving the Transaction;

ii. Ratifying the Receiver’s execution of the Assignment Agreement and
authorizing the Receiver to execute all other ancillary documents and
agreements required to complete the Transaction; and

iii. Vesting in the Assignee the Receiver's and the Company’s right, title and
interest in and to the Purchased Assets free and clear of all liens, charges
and security interests and other encumbrances.

1.2 Currency

1. All currency references in this Report are to Canadian dollars.
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1.3 Restrictions

1. In preparing this Report, the Receiver has relied upon the Company’s books and
records and discussions with its representatives and advisors. The Receiver has not
performed an audit or other verification of such information.

2.0 Background

1. The Company was founded in 1972. The Company was Canada’s largest retailer of
leather apparel and accessories. The Company’s subordinated voting shares were
listed on the Toronto Stock Exchange (“TSX”) and, until February 4, 2016, traded
under the symbol “DL”. On February 4, 2016, the Investment Industry Regulatory
Organization of Canada issued a cease trade order in respect of the shares. On
March 17, 2016, the Company’s shares were delisted from the TSX.

2. The Company leases its Toronto based head office (the “St. Clair Facility”). The St.
Clair Facility also served as the Company’s manufacturing, warehouse and
distribution center. The Company also leases a separate distribution facility in
Toronto.

3. The Company’s merchandise is predominantly marketed under the “Danier” brand
name. As at the date of this Report, the Company’s merchandise continues to be sold
by the Agent at 40 leased stores across Canada. Since the date of receivership, the
Agent has vacated 36 stores - 35 of the store leases have been disclaimed by the
Trustee, as authorized by the estate inspectors, and the Halton Hills’ premises is
vacant pending the closing of the Transaction. The last day of business at the Halton
Hills’ premises was April 25, 2016.

4. As a result of the bankruptcy, all of the Company’s employees were terminated on the
date of bankruptcy. Pursuant to the terms of the Receivership Order, the Receiver
engaged substantially all of the Company’s former employees on a temporary and
day-to-day basis to assist with the wind-down of the Company’s business. The
Company’s workforce is not unionized and the Company does not maintain a pension
plan.

5. Additional information about the Company’s insolvency proceedings is available on
the Trustee’s website at: http://www.ksvadvisory.com/insolvency-cases-2/danier-
leather-inc/.

3.0 Assignment Agreement

1. As part of the SISP, the Company’s real property leases were marketed for sale. As
detailed in the Proposal Trustee’s Third Report to Court, a copy of which is attached
as Appendix "D" (without appendices), three offers were received for the lease to the
Halton Hills premises. A summary of the offers will be provided to the Court upon
request.
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2. The Assignee’s offer represented the best and highest offer made for the Halton Hills’
lease.

3. On February 22, 2016, the Company entered into the Offer to Purchase with the
Assignee for the Purchased Assets. The Offer to Purchase was acknowledged and
agreed to by the Proposal Trustee on March 3, 2016. A copy of the letter
acknowledging the Offer to Purchase is attached as Appendix “E”. As a result of the
bankruptcy and receivership that have occurred since the date of the Offer to
Purchase, the Assignee and the Receiver entered into the Confirming Agreement to,
inter alia, confirm that the Receiver would be bound by the Offer to Purchase.

4. The key terms and conditions of the Assignment Agreement are as follows1:

a) Purchase Price: $250,000

b) Purchased Assets: The right, title and interest of the Receiver and the Company
in and to the Halton Hills lease, including all renewal options relating thereto and
in the leasehold improvements, trade fixtures and equipment situated in the
Halton Hills premises on the Closing Date and all plans and drawings relating
thereto.

c) Conditions:

i. The Halton Hills lease shall not have been modified or disclaimed;

ii. No legal proceedings shall be pending or threatened by any person to
enjoin, restrict or prohibit the sale of the Purchased Assets;

iii. the Court shall have issued the Approval and Vesting Order; and

iv. The Landlord2 shall have consented in writing to the assignment of the
Halton Hills’ lease in favour of the Assignee.

d) Closing Date: The later of:

i. the third Business Day following the issuance by the Court of the Approval
and Vesting Order; and

ii. five Business Days following notice to the Assignee that the liquidation of
inventory at the Halton Hills premises is complete.

5. The only remaining condition is the Court’s granting of the proposed Approval and
Vesting Order. The Landlord consent was received on April 22, 2016.

1 Capitalized terms not otherwise defined have the meaning provided to them in the Assignment Agreement.

2 The landlord for the Halton Hills’ premises is Halton Hills Shopping Centre Partnership.
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AGREEMENT CONFIRMING PURCHASE AGREEMENT

THIS AGREEMENT is made as of the dayofApril,2016

BETWEEN:.

KSV KOFMAN INC. ("KSV"), in its capacity as
Court appointed Receiver (the "Receiver") of the
assets, undertakings and properties of Danier Leather
Inc. ("Danier")

- and -

MICHAEL KORS (CANADA) HOLDINGS LTD.
(the'Purchaser")

RECITALS:

A. Halton Hills Shopping Centre Partnership, an Ontario general partnership (the
"Landlord"), as lessor, and Danier, as lessee, are parties to a lease agreement
dated July 9, 2013 for unit 506 having a floor space of approximately
2,238 square feet (the "Premises") at the Toronto Premium Outlets in
Halton Hills, Ontario (the "Lease");

B. On February 4, 2016, Danier filed a Notice of Intention to Make a Proposal
(the "NOI") in accordance with the Bankruptcy and Insolvency Act
(Canada) (the "BIA") and KSV was appointed as trustee under the N01
(the "Proposal Trustee");

c. On February 22, 2016, the Purchaser presented an Offer to Purchase the
Lease and the leasehold improvements, trade fixtures and equipment
sitiated at the Premises and all plans and drawings relating thereto (the
"Purchased Assets") to Danier and the Proposal Trustee, which Offer was
accepted by Danier with minor amendments on March 1, 2016 and
acknowledged and accepted by the Proposal Trustee on March 3, 2016
(collectively with the Offer to Purchase, the "Purchase Agreement"). A
copy of the Purchase Agreement is attached hereto as Schedule "A";

D. On March 21, 2016, the Court appointed KSV Kofman Inc., as the
Receiver;

E. On April 14, 2016, the Receiver agreed to extend the date by which the
condition under the Purchase Agreement set out in Section 4.1 (e) relating
to obtaining Landlord consent to the transaction contemplated by the



Purchase Agreement shall be satisfied or waived by the Purchaser to April
22,2016;

F. On April 22, 2016, the Landlord consent was obtained;

G. The parties are entering into this Agreement to confirm that the Receiver will
perform the obligations under and be bound by the terms the Purchase
Agreement in place ofDanier; and

H. Unless otherwise expressly provided for herein, all capitalized terms when used in
this Agreement have the same meaning given to such terms in the Purchase
Agreement.

THEREFORE, in consideration of the premises and other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, the parties
agree as follows:

Assumption of Purchase Agreement by the Receiver

The Receiver and the Purchaser hereby acknowledge the terms of the Purchase Agreement
and the Receiver agrees to be bound to the Purchase Agreement and to perform the
obligations thereunder as a successor party to Danier thereunder.

Acknowledgement of Deposit by the Receiver

The Receiver acknowledges payment by the Purchaser of the Deposit and confirms the
Deposit shall be applied against the Purchase Price on Closing and otherwise dealt with in
accordance with the Purchase Agreement.

Assignment by the Receiver

Subject to Closing Conditions being satisfied, the Receiver confirms that on Closing
the Receiver shall assign and transfer to the Purchaser, as of the Closing Date, all of
Receiver's and Danier's obligations, rights, title and interest, both at law and at equity, in
and to the Lease, the Premises and the Receiver's and Danier's interest in the leasehold
improvements, trade fixtures and equipment situated in the Premises including those
described in Schedule "B" hereto (to the extent same are located at the Premises on the
Closing Date) and all plans and drawings relating thereto, and all related rights, benefits
and advantages, including the residue of the term of the Lease and any rights of renewal
and/or extension and/or purchase, if any, contained in the Lease, subject to the terms and
conditions of the Lease.

Further Assurances

Each of the parties covenants and agrees to do such things, and to execute such further
conveyances, transfers, documents and assurances as may be deemed necessary or
advisable from time to time in order to effectively transfer the Purchased Assets to the
Purchaser including Danier's and the Receiver's rights, interests, and obligations under
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OFFER TO PURCHASE

certain assets of

DANIER LEATHER INC.

Presented on February 22,2016

by

Michael Kors (Canada) Holdings Ltd.
as "Purchaser"

to

Danicr Leather Inc.

as 'Vendor"

and

KSV Kofman Inc. acting in its capacity as trustee to the Notice of Intention to make a
Proposal ofDanier Leather Inc.
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OFFER TO PURCHASE

This offer to purchase is presented by Michael Kors (Canada) Holdings Ltd.,
("Purchaser"), a corporation subsisting under the laws of Canada, on February 22,2016
to Danier Leather Inc. ("Vendor") and to KSV Kofinan Inc. (the "Trustee") in its
capacity as trustee to the Notice of Intention to Make a Proposal of Vendor (the "NOI") in
accordance with the Bankruptcy and Insolvency Act (Canada) ("BIA").

WHEREAS on February 4, 2016, Vendor filed the N01 and the Tmstee was
appointed as proposal tmstee; and

WHEREAS Purchaser wishes to purchase the Purchased Assets (as such term is
defmed below), the whole in accordance with the terms and conditions set out herein.

1. INTERPRETATION

1.1 Definitions

In this Offer, unless the context otherwise requires, fhe following terms shall have the
respective meanings set forth below and grammatical variations of such terms shall have
corresponding meanings:

"Approval and Vesting Order" has the meaning set out in Section 4>l(d).

"Assumed Lease" means the lease of Vendor indicated in Schedule A hereto.

"Assumed Liabilities" means the liabilities and obligations of Vendor, as tenant,
arising under the Assumed Lease m respect of the period from and after the Closing
Date.

"BIA" has the meaning set forth in the preamble.

"Bid Deadline" means 5:00 p.m. (Eastern time) on February 22, 2016, or such
other later date or time as may be agreed by the Vendor, in consultation with the
Trustee and Financial Advisor.

"Business Day" means any day, other than a Saturday, Sunday or statutory holiday
in the Province of Ontario, on which commercial banks in Toronto, Ontario are
open for business.

"Closing" means the closing of the Transaction as defined in Section 5.1.

"Closing Date" means a date no later than the earlier of (i) the third Business Day
following the issuance by the Court of the Approval and Vesting Order, or (ii) such
ofher date agreed by the parties.
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"Court" means the Ontario Superior Court of Justice,

"Encumbrance" means all claims, prior charges, liabilities, mortgages, pledges,
charges (including court-ordered charges), priorities, debentures, hypothecs,
assignments by way of security, security interests, trusts or deemed trusts, financial
leasing agreements, conditional sales contracts or other title retention agreements
or similar interests or instruments charging, or creating a security interest in, or
against title to, any particular property.

"Expiry Time" means 5:00 p.m. (Eastern time) on a date that is 15 Business Days
after the Bid Deadline, or such other date as the Vendor and the Purchaser may
agree, acting reasonably.

"ETA" means Part DC of the Excise Tax Act (Canada), as amended from time to
f

time,

"Financial Advisor" means jointly. Consensus Advisory Services LLC and
Consensus Securities LLC,

"Leased Premises" means the leased premises under the Assumed Lease.

"NOI" has the meaning set forth in the preamble.

"Offer" means this offer to purchase, including any schedules attached hereto, as
amended, supplemented or restated from time to time by written agreement of the
Parties.

"Parties" means Purchaser and Vendor, and "Party" means any one of them.

"Purchase Price" has the meaning set out in Section 2.2.

"Purchased Assets" means the following assets of Vendor namely all rights, title
and interest of the Vendor in and to the Assumed Lease, including all renewal
options relating thereto and in the leasehold improvements, trade fixtures and
equipments situated in the Leased Premises and all plans and drawings relating
thereto.

"Purchaser" has the meaning set forth m the preamble.

"Sales Taxes" has the meaning set forth in Section 2.5.

"Transaction" means the purchase and sale of the Purchased Assets and all other
matters contemplated by this Offer.

"Trustee" has the meaning set forth in the preamble.
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"Vendor" has the meaning set forth in the preamble.

1.2 Currency

All references to currency or dollar amounts in this Offer are to the lawful currency of
Canada.

1.3 Preamble and Schedule

The preamble hereof and the Schedule attached hereto form an integral part of this Offer.

2. OFFER TO PURCHASE

2.1 Purchase and Sale

Subject to the provisions of this Offer, Purchaser hereby offers to purchase the Purchased
Assets from Vendor effective as of the Closing Date in consideration of the Purchase Price
and upon the terms and conditions herein stated and Vendor, by its acceptance hereof,
agrees to sell the Purchased Assets to Purchaser for the Purchase Price and upon such terms
and conditions.

2.2 Purchase Price

The purchase price for the Purchased Assets shall be CDN$ 250,000.00 (the "Purchase
Price"). The Purchase Price shall be paid by Purchaser to Vendor on Closing by certified
cheque(s) or wire transfer.

2.3 Deposit

Purchaser has delivered to the Tmstee on February 22, 2016 a wire transfer to K.SV
Kofinan Inc. - In Trust in the amount esents 10% of the

Purchase Price (the "Deposit"), On >plied agaiast the
Purchase Price. If the Offer is tennina r any reason other
than a default of Purchaser on or before the Closing Date, the Deposit (together with all
interest earned thereon) shall be returned forthwifh to Purchaser.

2.4 Assumed Liabilities

Subject to occurrence of Closing, Purchaser shall assume all of the Assumed Liabilities.
Purchaser shall not assume any liabilities of Vendor other than the Assumed Liabilities.
For greater certainty, the Purchaser shall not assume any of the obligations offhe Vendor
for taxes or under its employment contracts with its employees or its agreements with any
suppUers of utilities or other services.
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2.5 Sales Taxes

Purchaser shall bear and pay the applicable sales taxes related to the assignment and
transfer of the Purchased Assets imposed by any governmental authority ("Sales Taxes").

3. ACKNOWLEDGEMENT OF PURCHASER

3.1 Wifh respect to this Offer and the Transaction:

(a) Purchaser acknowledges and represents that Purchaser has had the opportunity to
conduct all due diligence regarding the Purchased Assets or Vendor, as the case
may be, before submitting this Offer;

(b) Purchaser acknowledges and recognizes that the sale and purchase contemplated
hereby shall be made on an "as is. where is" basis, at its own risks and perils,
without any representations or warranties of any nature whatsoever, implicit or
explicit, legal or conventional, statutory or otherwise, with respect to the Purchased
Assets or Vendor, as the case may be;

(c) Purchaser has relied solely upon its own independent review, investigation aad/or
inspection of any documents and/or the Purchased Assets or Vendor, as the case
may be, in submitting this Offer; and

(d) Purchaser has not relied upon any written or oral statements, representations,
warranties, or guarantees whatsoever, whether express, implied, statutory or
otherwise, regarding the Purchased Assets or Vendor, as the case may be, or the
completeness of any information provided.

4. CONDITIONS OF THIS OFFER

4.1 This Offer and fhe Transaction are subject to the occurrence of each and every one
of the following conditions by no later than the Closing Date or such later date as may be

^

mutually agreed by Vendor and Purchaser (the "Closing Conditions"), namely:

(a) the Assumed Lease as previously made available shall not have been modified or
disclaimed and shall be, as at the Closing Date, in full force and effect;

(b) no legal proceedings shall be pending or threatened by any person to enjoin, restrict
or prohibit the sale of the Purchased Assets pursuant to this Offer;

(c) all rent or any other amounts owing to the landlord of the Assumed Lease (the
"Landlord") accrued up to the Closmg Date shall have been paid by Vendor;

(d) the Court shall have issued an order, which is in form and substance satisfactory to
Purchaser (acting reasonably) and which (i) approves and authorizes the
Transaction and authorizes Vendor to effect such Transaction, (ii) orders that all of
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the Purchased Assets be sold by Vendor and purchased by Purchaser &ee and clear
of all Bncumbrances, and (iii) orders the assignment and transfer by Vendor to
Purchaser of all of Vendor's right, titie and interest, as tenant, in and to the
Assumed Lease (the "Approval and Vesting Order"), and

(e) the Landlord shall have consented in writing (the "Landlord Consent") to the
assignment of the Assumed Lease m favour of the Purchaser including a
non-operating ninty day or shorter renovation period (during which period
Purchaser will pay all Rent and other amounts payable under the Assumed Lease
accruing from and after tfae Closing Date and will combine the Leased Premises
with its adjoining premises) and the amending of the non-financial terms and
conditions of the Assumed Lease, such as, without limitation, the Permitted Uses
and Tenant's Trade Name, so that it duplicates the present lease of the Purchaser in
the Shopping Centre, or on such other terms as Purchaser and the Landlord may
agree. Capitalized terms not otherwise defined herein shall have the meaning
ascribed to them in the Assumed Lease.

If any conditions contained in this Section 4.1 shall not be performed or fulfilled at or prior
to the Closing Date to fhe satisfaction of Purchaser, acting reasonably, Purchaser may, by
notice to Vendor, terminate this Offer and the obligations of Vendor and Purchaser under
this Offer shall terminate forthwith and the Deposit shall forthwith be returned to
Purchaser. Any such condition may be waived in whole or in part by Purchaser without
prejudice to any claims it may have for breach of covenant, representation or warranty;

5. CLOSING

5.1 Time and Place of Closing

Subject to occurrence of each of the Closing Conditions, Closing of the sale and purchase
oftfae Purchased Assets contemplated hereby (the "Closuig") shall occur on the Closing
Date (at such time to be mutually agreed upon by Vendor and Purchaser) at the offices of
the Trustee or at such other place agreed upon by the parties.

5.2 Closing Deliveries

Closing shall consist of:

(a) the signature and execution by Vendor aud Purchaser of an agreement efTectiag the
Transaction;

(b) a copy of the Landlord Consent executed by the Landlord;

(c) the payment by Purchaser to Vendor of the Purchase Price (less the Deposit) in the
manner set forth herein;
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(d) the payment by Purchaser to Vendor of the Sales Taxes;

(e) the signature and execution by Vendor and Purchaser of any and all documents and
the doing by Vendor and Purchaser of any and all things as may be necessary or usefal m
order to give full and proper effect to the Transaction; and

(f) the Trustee's signature, execution and filing with the Court of any and all
certificates contemplated by the Approval and Vesting Order.

6. ACCEPTANCE

6.1 This Offer is open for Vendor's acceptance at any time up to (but not after) the
Expiry Time failing which this Offer shall lapse and become null, void and moperative for
all purposes and the Deposit shall be forthwith returned to Purchaser.

7. MISCELLANEOUS

7.1 Notice

All communications (including, without limitation, all notices, acceptances, consents and
approvals) provided for or permitted hereunder (a "Notice") shall be in writing, sent by
personal delivery, courier or sent by facsimile or electronic transmission at the following
coordinates:

(a) if to Purchaser:

Michael Kors (Canada) Holdings Ltd.
3424 Rue Simpson
Montreal, QC H3G 2J3
Attention: Debra Margles
E-Mail: debra.margles@michaelkors.com

with a copy to:

Holmested & Associes s.e.n.c.r.l./LLP
1010 de la Gaucheti6re West
Suite 1230
Montreal QC H3B 2N2
Attention : J. David Holmested / Isabelle Simard
Email: davidh@holmested.ca / isabelles@hohnested.ca
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(b) if to Vendor:

Danier Leather Inc.
2650 St. Claire Avenue West
Toronto ON M6N 1M2
Attention: Brent Houlden

Email: bhoulden@danier.com

with a copy to :

Davies Ward Phillips & Vinegerg LLP
155 Wellington Street West
Toronto ON M5V 3J7
Attention Jay Swartz Natalie Rermer.

*

Email: jswartz@dwpv.com /nrenner@dwpv.com

(c) if to the Trustee:

KSV Kofinan Inc.
150 King Street West
Suite 2308
Toronto ON M5H 1J9
Attention Robert Kofinan Noah Goldstein»

.

Email: bkofii3.an@ksvadvisory.com / ngoldstein@ksvadvisory.com

A Notice is deemed to be given and received (i) if sent by personal delivery or same day
courier, on the date of delivery if it is a Business Day (as defined below) and the delivery
was made before 4:00 p.m. (local time in place of receipt) and ofherwise on the next
Business Day, (ii) if sent by overnight courier, on fhe next Business Day, or (iii) if sent by
facsimile or email, on the Business Day following the day it was so sent. A Party may
change its address for service from time to time by providing a notice in accordance with
the foregoing. Any subsequent notice must be sent to the party at its changed address.
Any element of a Party's address that is not specifically changed in a Notice will be
assumed not to be changed.
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ACCEPTANCE

Accepted and approved this day of , 2016.

DANIER LEATHER INC.

Per:

mTERVENTION

The Trustee acknowledges acceptance of this Offer by Vendor.

KSV KOFMAN INC. in its capacity as trustee to the Notice of Intention to make a
Proposal ofDanier Leather Inc.

Per:

\



DANIER

Thursday, March I. 201 A

HY KMAIL: debra.marylusijKSmichaelkors.com

Michael Kors (Canuda) I ioldings Limited
3-124 Rue Simpson
Montreal, QC II3G 2J3

Attciuion: Dcbrd Margles

Duar Ms Murglcs:

We acknowledgi; reccipl of your ol'ler daicd Februar>' 22.201A tu purcliase ihf ICU.SL- in favour of
Danier Lcathvr Inc. (the "Vendor") for llie premises leased in Danier hy llie Hatton Hills
Shopping Centre Partnership in the 'loromo Premium UuUets Mall ul Halton Hills. Ontario.

he Vendor is prepared to accept your otTer subjuci lo the foltowinii chnnges:

1, The Closing Dutt: shall be a date which is the later of.

0 the third Business Day following the I.ssuunce by the Courl ot' the I

Approval and Vesting Order; and

(i» five Business Days tblluwing nuticc by the Vendor to the Purchaser thai
the liquidation of inventory ai the leased pi't.-miscs is coinpletL".

providtfd. however, thai in no uvunl -shaH the Closing Dale be before April 30, 2016 or
later than June 30. 2016

he tfondiiiun set t'orth in Section 4.1(<;) rdalmg to the I.andlord Constinl shall have been^
f

saiislt^d or nalvcd by the Purchaser no later thun April 15, 2016, failing which the oil'ur
shall be lcrniinatcd and we shall return \ow deposil,

If the forcyaing is satisCautory, would vou kindly ack.nuwledge the same by signiny the duplicate
copy ot this leltur al which point this shall become a binding agreement.

Yours very trut\.
.

UAMLRLRATHhRINC.

HvI

^

Name:J»rfi7T^k)ti}fitai
'11 tie: Cliicf I 'in;uici;il Officur

^»dHtCr ><u;h*K (nc. *to^<.* 51 Cla »^c^.»<- '/v'c-v. :c'Bn.tc Oit^rtD Lr.r.&rf.i f-lfe*- ^.".,;
r if !irr,i,l I

t M !u2 WTi f.Vt.'lf WO .»-«.-.»>"<.. cg<r T,f. ;,i<i ..*. F.I
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<

Acceplcd <uid dgrctfil.

Dated,K.a-<^ f^ 2016,

MICHAEL KORS (C ANADA)
HOLDINGS LTD,

<"
'I

\r *''"~\ I' -
./

by \- \^ 'HLl>.'
..'# rt^T

Name. t £.--.n

.t .>., h ^

/; -.? J»- -"1 <..- ^_
(J

a*

Title: r :. ..... ^1
St ^f

* -a . \J

t-..--^ ,t
I. d

---

\cknowledgcd und agreed.;

Dated F^T &h(/.-- 2016.

f FM INC..

.^
by

Name. Robert D. Kofman
'title. President

ec Holmusied & Associ^s s.c.n.c.rl. (hy email)
1010. rue dc la Cauchctierc ouest. Suite 1230
Montreal. QC H3B 2N2
XttL'ntion; David ilolmested/IsabclleSimard-/

davidhifijholmesied.ca / tsabclltfs-'ff'holmested.ira

KSV Kofman inc. (by cmuif)
Attcnlinn; Robert Kofman/Nuah Coldstdn

ic-« wa+i
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April 14, 2016

Danier Leather Inc.
2650 St. Clair Avenue West
Toronto ON M6N 1M2

Attention: Mr. Brent Houlden
Chief Financial Officer

Dear Mr. Houlden,

We refer you to our Offer to Purchase certain assets of Danier Leather Inc. dated
February 22, 2016 and your acceptance thereof dated March 1, 2016, and in particular
Section 2 of your said acceptance.

We confirm that both you and the undersigned have agreed to amend the said
Section 2 so that it will now read as follows:

"2. The condition set forth in Section 4.1 (e) relating to the
Landlord Consent shall have been satisfied or waived by the
Purchaser no laler than April 22,2016, failing which the offer shall
be terminated and we shall return your deposit."

This letter may be executed by counterparts and/or by facsimile or electronic
transmission, and if so executed, each document shall be deemed to be an original.
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PAGE 2

Please confirm your acceptance of this afflendmem by signing the duplicate copy
of this letter.

Yours very truly,

MICHAEL KORS(CANADA)
HOLDINGS LTD.

pcr£)A\xM3 ^^-^
DEBRA MARGLES
President

pted and agreed
this ay of April, 2016.

DANIER LEA INC.

Per:
Brent Houlden
Chief Financial Ofilcer

Acknowledged and agreed
thisl4'hdayofApril:2016.

i^!i£'^'?l&^i.' ^ CQV^, if^^A.VI ,1

ff ;^ ^0

r^iyy^ c^ <-<^-l c

er:

"y^duly authorized as he/s

^. e»i^t^^^^^.



SCHEDULE"B"

Heating, venting and air conditioning systems.

Fire safety systems and equipment.

All existing ceiling lighting.

All interior and exterior doors.

All racks.

All mechanical switches.

All security cameras.
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ESTATE FILE NO.: 31-CL-2084381
COURT FILE NO.: 31-CL-2084381

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF
DANIER LEATHER INC.,

A COMPANY INCORPORATED PURSUANT TO THE LAWS OF THE
PROVINCE OF ONTARIO, WITH A HEAD OFFICE IN THE CITY OF TORONTO,

IN THE PROVINCE OF ONTARIO

THIRD REPORT OF KSV KOFMAN INC. AS PROPOSAL TRUSTEE OF
DANIER LEATHER INC.

MARCH 3, 2016

1.0 Introduction

1. This report (“Report”) is filed by KSV Kofman Inc. (“KSV”) in its capacity as proposal
trustee (“Proposal Trustee”) in connection with a Notice of Intention to Make a
Proposal (“NOI”) filed by Danier Leather Inc. (the “Company”) on February 4, 2016
(“Filing Date”) pursuant to Section 50.4(1) of the Bankruptcy and Insolvency Act,
R.S.C. 1985, c. B-3, as amended (“BIA”).

2. The principal purpose of these restructuring proceedings is to create a stabilized
environment to enable the Company to complete a sale and investor solicitation
process (“SISP”) in order to effect one or more transactions resulting therefrom. The
Company is conducting the SISP with the assistance of its financial advisor,
Consensus Advisory Services LLC and Consensus Securities LLC (collectively, the
“Financial Advisor”), and the Proposal Trustee.

3. This Report should be read in conjunction with the affidavit of Brent Houlden, the
Chief Financial Officer of the Company, sworn March 2, 2016 in support of this motion
(the “Affidavit”).
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1.1 Purposes of this Report

1. The purposes of this Report are to:

a) provide background information about the Company;

b) summarize the results of the Court-approved SISP;

c) summarize a transaction (“Transaction”) between the Company and a
contractual joint venture comprised of Merchant Retail Solutions, ULC and
Gordon Brothers Canada ULC (jointly, the “Agent”), whereby the Agent will sell
substantially all of the Company’s inventory (the “Merchandise”) and the
Company’s furniture, fixtures and equipment located at the Company’s store
locations (the “FF&E”), pursuant to an agency agreement dated March 1, 2016
(the “Agency Agreement”);

d) discuss the rationale for a charge on certain of the Company’s assets in order
to secure all amounts owing to the Agent under the Agency Agreement (the
“Agent’s Charge”);

e) discuss the rationale for sealing the Offer Summary, as defined in Section 3.4
below; and

f) recommend that the Court make an order, inter alia:

 approving the Agency Agreement and the Transaction;

 authorizing and directing the Company to execute such documents and to
take such additional steps as are necessary to implement the Agency
Agreement and the Transaction;

 approving the Agent’s Charge; and

 sealing the confidential appendix.

1.2 Currency

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

1. In preparing this 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 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.

2.0 Background

1. The Company was founded in 1972. It is Canada’s largest retailer of leather apparel
and accessories. The subordinated voting shares of the Company are listed on the
Toronto Stock Exchange (the “TSX”) and, until the Filing Date, traded under the
symbol “DL”. On the Filing Date, the Investment Industry Regulatory Organization of
Canada issued a cease trade order in respect of the shares. The TSX has advised
the Company that its shares will be delisted effective March 17, 2016.

2. The Company leases its Toronto based head office (the “St. Clair Facility”). The St.
Clair Facility also serves as the Company’s manufacturing, warehouse and
distribution center. The Company also leases a distribution facility in Toronto, as well
as two offices in China. The Company contracts production from vendors located in
China, India and Pakistan.

3. The Company’s merchandise is predominantly marketed under the “Danier” brand
name and is currently sold in 81 leased stores across Canada, as well as online
through the Company’s website: www.danier.com.

4. As at the date of this Report, the Company employs 1,009 individuals, including 811
store-level employees, 105 employees in manufacturing and distribution, 74
employees in its head office and administration and 19 employees in China. The
Company’s workforce is not unionized and the Company does not maintain a pension
plan.

5. Prior to the commencement of the NOI proceedings, the Company entered into an
agency agreement (“Stalking Horse Agreement”) with GA Retail Canada, ULC, or an
affiliate thereof (the “Stalking Horse”). Pursuant to an Order made on February 8,
2016 (the “SISP Order”) the Court, inter alia: (i) approved the SISP; and (ii) approved
and accepted the form of the Stalking Horse Agreement for purposes of being the
stalking horse under the SISP.

6. Pursuant to the SISP Order, any transaction for the Company’s business and assets
was subject to further Order of the Court. A copy of the SISP Order and the
Endorsement of the Honourable Justice Penny is attached as Appendix "A".
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7. On March 2, 2016, the Court made an Order extending the time for the Company to
file a proposal with the Official Receiver from March 6, 2016 to March 23, 2016.

8. Additional information about the Company and its background is available in the
materials filed in these proceedings, which can be found on the Proposal Trustee’s
website at: http://www.ksvadvisory.com/insolvency-cases-2/danier-leather-inc/.

3.0 SISP

3.1 2015 Solicitation Process

1. In February, 2015, the Financial Advisor commenced a seven month marketing
process to solicit offers from parties to acquire, or invest in, the Company (the “2015
Solicitation Process”). The Company did not receive any acceptable offers during the
2015 Solicitation Process. Additional details regarding the 2015 Solicitation Process
are provided in the Proposal Trustee’s First Report to Court dated February 5, 2016
(the “First Report”), a copy of which is attached as Appendix “B”, without appendices.

3.2 Stalking Horse Process

1. The SISP is comprised of two phases: the pre-filing phase which solicited offers from
parties to be a stalking horse (the “Stalking Horse Process”), and the second phase,
which sought offers for the business and assets superior to the Stalking Horse
Agreement and/or for other assets of the Company (“Second Phase”).

2. The following is a summary of the Stalking Horse Process:

a) the Company re-engaged the Financial Advisor on December, 31, 2015 with a
mandate to conduct the SISP. The Company also engaged OCI Inc. (“OCI”) on
January 11, 2016, an overseas-based investment banker, to market the
Company and its business in China, India, Qatar and the United Arab Emirates;

b) in the days leading up to the re-engagement of the Financial Advisor, and
immediately thereafter, the Company and/or the Financial Advisor contacted 22
parties, including 19 parties that were contacted as part of the 2015 Solicitation
Process, to determine whether those parties had an interest in being a stalking
horse. The Financial Advisor advised the 13 most interested parties that the
deadline to submit offers to act as the stalking horse was January 22, 2016
(“Stalking Horse Deadline”);

c) all of the interested parties conducted due diligence and were provided access
to a data room and a confidential teaser summarizing the opportunity;

d) three parties submitted offers prior to the Stalking Horse Deadline;
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e) the Company selected the Stalking Horse Agreement as the best bid submitted
in the Stalking Horse Process; and

f) on February 8, 2016, the Court approved and accepted the Stalking Horse
Agreement for purposes of acting as the stalking horse bidder in the SISP.

3. Additional details regarding the Stalking Horse Process are provided in the First
Report.

3.3 Second Phase

1. Pursuant to the terms of the SISP, the Second Phase of the marketing process
commenced immediately following the making of the SISP Order. A summary of the
Second Phase is as follows:

a) the Financial Advisor prepared a new teaser detailing the opportunity;

b) the Financial Advisor distributed the teaser to approximately 405 parties,
including parties identified in the 2015 Solicitation Process, the Stalking Horse
Process and by the Company;

c) OCI contacted 26 overseas parties;

d) interested parties had the opportunity to make offers to: (i) acquire all or a
portion of the Company’s business and/or assets; (ii) make an investment in the
Company; or (iii) liquidate some or all of the Company’s assets, provided
however, that no liquidation bids would be considered for a portion of the
Company’s inventory;

e) 35 parties signed a confidentiality agreement (“CA”), including 18 that had
signed a CA during the Stalking Horse Process. Parties who signed a CA were
provided access to an online data room;

f) the data room was populated with information concerning the Company,
including detailed inventory, operations and financial reports. The Company
updated the data throughout the SISP;

g) the Financial Advisor and the Company facilitated diligence requests from
interested parties throughout the Second Phase; and

h) pursuant to the terms of the SISP (“SISP Procedures”), interested parties were
required to submit offers to the Financial Advisor by 5:00 p.m. EST on
February 22, 2016 (the “Offer Deadline”).
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3.4 Second Phase SISP Results1

1. Nine offers were submitted prior to the Offer Deadline. An offer summary is provided
in Confidential Appendix “1” (“Offer Summary”). The rationale for seeking the sealing
order is provided in Section 3.7 below.

2. Pursuant to the terms of the SISP, the Company received:

a) two Qualified Liquidation Bids for the Merchandise and FF&E (in addition to the
Stalking Horse Agreement, which pursuant to the SISP Procedures is a
Qualified Bid); and

b) seven offers for certain of the Company’s assets, which are primarily for certain
of the Company’s real property leases (collectively, the “Sale Bids”).

3. Pursuant to the terms of the SISP, if the Company received more than one Qualified
Liquidation Bid, the Company could:

a) accept one or more Qualified Liquidation Bids, subject to Court approval (the
“Successful Bid”);

b) conditionally accept one or more Qualified Liquidation Bids (each, a “Back-Up
Bid”); and

c) conduct an auction in accordance with the SISP Procedures (“Auction”).

4. Based on the offers received, the Company, in consultation with the Proposal Trustee
and the Financial Advisor, determined that it would be in the best interests of the
Company and its stakeholders to conduct an Auction for the Merchandise and FF&E.
Accordingly, an Auction was conducted on February 29, 2016 at 9:30 a.m. EST at the
offices of Davies Ward Phillips & Vineberg LLP (“Davies”), the Company’s counsel.

3.5 Auction

1. Pursuant to the SISP Procedures, the Proposal Trustee chaired the Auction.

2. Each of the three Qualified Liquidation Bidders participated in the Auction, being the
Agent, the Stalking Horse and Tiger Capital Group, LLC (“Tiger”)/Yellen Partners, LLC
(jointly, “Tiger/Yellen”).

3. The Qualified Liquidation Bid submitted by Tiger/Yellen was determined to be the best
offer received by the Offer Deadline, and was therefore the Opening Bid at the
Auction. A copy of the Opening Bid was distributed on February 25, 2016 to each of
the Qualified Liquidation Bidders.

1 Capitalized terms in this section and section 3.5 have the meaning provided to them in the SISP unless otherwise
defined herein.
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4. At the outset of the Auction, the Proposal Trustee summarized the rules of the Auction
and provided copies of the rules to all of the Qualified Liquidation Bidders.

5. Bidding at the Auction was conducted in rounds. In each round, the Minimum Overbid
Increment was 0.2% of the Guaranty Percentage.2 Any bidder that failed to submit
an Overbid in a round was not permitted to continue in the Auction.

6. The Auction concluded in the 28th round of bidding. Each of the Qualified Liquidation
Bidders submitted bids for the first 22 rounds of the Auction. In round 23, the Stalking
Horse declined to bid and therefore was prohibited from continuing in the Auction. In
round 28, Tiger/Yellen declined to bid. Accordingly the Agent’s final offer was declared
the Successful Bidder and Tiger/Yellen’s offer in the 27th round was selected as the
Back-Up Bid.

7. On March 1, 2016, the Company’s Board of Directors approved the Successful Bid
and the Back-Up Bid.

3.6 The Successful Bid3

1. The key terms and conditions of the Transaction include the following:

a) Agent: A contractual joint venture comprised of Merchant Retail Solutions, ULC
and Gordon Brothers Canada, ULC;

b) Guaranteed Amount: 119.7% of the aggregate Cost Value of the Merchandise,
subject to adjustment if:

 the aggregate Cost Value of the Merchandise is less than $21 million or
greater than $23.5 million;

 the Cost Value of the Merchandise as a percentage of the retail price of
the Merchandise exceeds 48.8%;

 the transaction does not close by March 3, 2016 - in such case, the
Guaranty Percentage will decrease 0.1% for each day until the Sale
Commencement Date, which must commence by March 10, 2016; and

 the mix of the Cost Value of Merchandise for season codes ‘2016 Key
Items’, ‘2016 Spring’ and ‘2016 Repeat Season’ as a percentage of total
cost value of Merchandise is less than 40%;

2 In round 15, the Stalking Horse did not submit a bid that increased the Guaranty Percentage by 0.2%, but instead,
offered $250,000 for the FF&E. The Proposal Trustee, in consultation with the Company and the Financial Advisor,
determined that the Stalking Horse’s bid was an Overbid as it provided the Company with more certainty on FF&E
realizations versus the structure under the Stalking Horse Agreement (based on a percentage of recoveries). None of
the participants at the Auction objected and all bidders incorporated this requirement in their future bids.

3 Capitalized terms in this section have the meaning provided to them in the Agency Agreement unless otherwise
defined herein.
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c) Merchandise: includes all inventory at the Company’s stores and inventory to
be received during the course of the sale, other than, inter alia, Merchandise
currently being liquidated at five of the Company’s stores by Tiger and
consignment inventory. Merchandise received 21 days after the Sale
Commencement Date will be valued at the prevailing discount being offered at
that time. The Company is restricted from placing new purchase orders for
Merchandise after February 29, 2016;

d) Expenses: the Agent will be responsible for Expenses in conducting the sale,
including store-level operating expenses, as well as certain head office costs to
a maximum of $10,000 per week. The Expenses for which the Agent is
responsible are set out in Section Four of the Agency Agreement;

e) Commission: after payment to the Agent of the Guaranteed Amount and the
Expenses, the Agent is to be paid the next 10% of the aggregate Cost Value of
Merchandise;

f) Sharing: any additional proceeds from the sale after the payment of the
commission are to be split on a 50/50 basis between the Company and the
Agent;

g) Letter of Credit: the Agent is required to pay 85% of the Guaranteed Amount on
the business day following the issuance of the Approval Order by the Court.
The Letter of Credit is to cover the Agent’s obligation to fund the balance of the
Guaranteed Amount. Upon payment of the balance of the Guaranteed Amount,
the Letter of Credit is to be reduced to an estimate of one week’s Expenses;

h) Timing: the sale is to commence no later than March 10, 2016 and to end no
later than June 30, 2016;

i) FF&E: the Agent will have the right to sell the FF&E located in the Closing Stores
and to retain the proceeds from the sale of such Owned FF&E upon payment to
the Company of $250,000. The Company has the right to remove FF&E at any
store location provided there is a pro rata reduction to the $250,000 to be paid
by the Agent for the FF&E ($3,290 per location);

j) Termination: the Agency Agreement may be terminated if: (i) the Approval Order
is not obtained by March 9, 2016, or such later date as the Company and the
Agent agree; or (ii) there is an Event of Default;

k) Sign Costs Obligations: pursuant to the terms of the Stalking Horse Agreement,
and as approved by the Court in the SISP Order, the Agent must reimburse the
Stalking Horse for the costs and expenses incurred by the Stalking Horse for
the signage and advertising in connection with the sale to a maximum of
$175,000. In exchange, the Stalking Horse agreed to provide the signage and
other promotional materials to the Agent.

l) Conditions: the only material condition precedent to the transaction is entry of
the Approval Order, which must include the Agent's Charge;
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m) Sales Guidelines: the Sale Guidelines are attached as Exhibit 8.1 to the Agency
Agreement. The Sale Guidelines provide:

 the Sale will be conducted in accordance with the terms of the applicable
leases or other occupancy agreements, except as provided for in any
Court Order or any written agreement between the Company and a
landlord;

 the Sale shall be conducted so that each of the stores remain open during
their normal hours of operation provided in their respective leases;

 the Sale shall end by no later than June 30, 2016;

 all display and hanging signs used by the Agent in connection with the
Sale shall be professionally produced and all hanging signs shall be hung
in a professional manner. No signs shall advertise the Sale as a
"bankruptcy", or a “liquidation” sale;

 at the conclusion of the Sale in each store, the Agent and the Company
shall leave the premises in a "broom-swept" and clean condition, and shall
arrange that the stores are in the same condition on exit as on the
commencement of the Sale, ordinary wear and tear excepted;

 the Agent shall be entitled to include in the Sale the Additional
Merchandise, subject to certain limitations; and

 the Company and the Agent shall not conduct any auctions of
Merchandise or FF&E at any of the stores.

n) Agent’s Charge: The Agent’s Charge is to be a first ranking Court-ordered
charge in favour of the Agent on all Merchandise, the Additional Merchandise,
the Proceeds, the FF&E Proceeds and the Agent’s share of the proceeds from
the sale of Merchant Consignment Goods in order to secure all amounts owing
to the Agent under the Agency Agreement. The Agent’s Charge is to rank in
priority to all of the Company’s existing registered security interests and any
charges approved or to be approved by the Court in this proceeding, provided
that the Agent’s Charge shall be subordinated to all encumbrances to the extent
of any unpaid entitlements due to the Company under the Agency Agreement.

o) Other:

 The Agency Agreement is consistent with standard insolvency
transactions, i.e. to be completed on an “as is, where is” basis, without
any material representations or warranties. All sales of Merchandise are
to be on the same terms;
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 To the extent that Merchandise remains at the end of the sale, the
Company will transfer such inventory to the Agent free and clear of all
encumbrances; and

 The Agent is required to give the Company seven days’ notice of its
intention to discontinue its use of a store location.

2. Pursuant to the SISP Order, if the Stalking Horse is not the Successful Bidder, the
Court authorized and directed the Company to pay the Stalking Horse a break fee of
$250,000 and to reimburse the costs and expenses of the Stalking Horse to a
maximum of $100,000.

3. A copy of the Agency Agreement is attached as Appendix “C”.

3.7 Confidential Appendix

1. The Proposal Trustee supports the sealing of the Offer Summary since, as discussed
in Section 3.10 below, the Company continues to negotiate with interested parties that
submitted Sale Bids. In certain cases, the assets sought by prospective purchasers
overlap. The release of the Offer Summary could negatively impact realizations.

2. The Proposal Trustee is not aware of any party that will be prejudiced if the Offer
Summary is sealed. Accordingly, the Proposal Trustee believes the proposed Sealing
Order is appropriate in the circumstances.

3.8 The Back-Up Bid

1. The terms of the Back-Up Bid are to be the same as those of the Successful Bid,
except that Tiger/Yellen has guaranteed that the Company will receive a guaranteed
payment of 119.5% of the aggregate cost value of the Merchandise as compared to
119.7% in the Successful Bid. The Company is not seeking Court-approval of the
Back-Up Bid at this time, nor has a Back-up agreement been executed as of the date
of this Report. Pursuant to the SISP Procedures, the Back-Up Bid is to remain open
for acceptance by the Company until 5:00 pm EST on March 14, 2016.

3.9 Proposal Trustee’s Recommendation

1. Section 65.13(4) of the BIA sets out factors that the Court is to consider in determining
whether to authorize the sale of a company’s assets outside of the normal course
where an NOI has been filed. The applicable factors, and the Proposal Trustee’s
comments thereon, are as follows:

a) Whether the process leading to the proposed sale or disposition was reasonable
in the circumstances

 In the Proposal Trustee’s view, the SISP was commercially reasonable
and was carried out in accordance with the SISP Order;
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 in the Proposal Trustee’s view, the duration of the SISP was sufficient to
allow interested parties to perform diligence, submit offers and maximize
recoveries. The Proposal Trustee does not believe that continuing the
SISP would yield a superior result. Many of the parties that were
contacted by the Financial Advisor were familiar with this opportunity
given their participation in the 2015 Solicitation Process and in the
Stalking Horse Process. In addition, given the seasonality of the
Company's business – the Fall and Winter seasons are the Company’s
strongest – the realizable value of the Company's inventory will depreciate
significantly in the near term. The Company’s projected losses are
forecasted to be $5.3 million during March, April and May, 2016. These
losses would erode recoveries and are expected to continue after May,
2016;

 there was significant interest in the SISP, which culminated in a
competitive auction among three of the largest and most well-known
professional liquidators; and

 the auction resulted in a transaction with a value that far exceeded the
Stalking Horse Agreement.

b) Whether the trustee approved the process leading to the proposed sale or
disposition

 The Proposal Trustee assisted the Company to develop the SISP. The
First Report includes a recommendation from the Trustee that the Court
issue an Order approving the SISP.

c) Whether the Trustee filed with the Court a report stating that in their opinion the
sale or disposition would be more beneficial to the creditors than a sale or
disposition under a bankruptcy

 The Proposal Trustee is of the view that the Transaction would be more
beneficial to the Company’s creditors than a sale under a bankruptcy.

d) The extent to which the creditors were consulted

 The Company has provided notice to all parties on the service list,
including landlords and secured creditors;

 all known creditors received notice of these proceedings through the
statutory mailing to creditors;

 creditors also had knowledge of these proceedings based on media
attention due to the Company’s high profile and its press releases as a
public company; and
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 the Company has had a dialogue with legal counsel for certain of the
Company’s major landlords, including feedback from them on the Sale
Guidelines.

e) The effects of the proposed sale or disposition on the creditors and other
interested parties

 In the Trustee’s view, the Agency Agreement represents the best possible
transaction for the Company in the circumstances and maximizes
recoveries. If the Transaction is not approved and the SISP were to
continue, the projected losses over the next three months (and thereafter)
would reduce the amounts available for distribution;

 the Transaction provides certainty for the Company’s stakeholders,
including the landlords, as to, inter alia, the duration of the liquidation
process; and

 the Transaction is limited to the Merchandise and FF&E. The Company
has received expressions of interest for intellectual property and other
assets. The Company is continuing to explore transactions for these
assets.

f) Whether the consideration to be received for the assets is reasonable and fair,
taking into account their market value

 The Company, through the Financial Advisor and OCI, extensively
canvassed the market and the Agency Agreement represents the highest
and best bid submitted. The Guaranty Percentage (as defined in the
Agency Agreement) represents an increase of approximately 27% over
the Guaranty Percentage in the Stalking Horse Agreement; and

 the Proposal Trustee, in consultation with the Company and the Financial
Advisor, determined that the Transaction maximizes value for the
Merchandise and the FF&E, while providing the flexibility to explore
transactions for other assets.

2. Based on the foregoing, the Proposal Trustee recommends the Court make an
Order approving the Agency Agreement and the Transaction and granting the
Agent’s Charge.
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3.10 Sale Bids

1. Sale Bids were received for certain of the Company’s real property leases, certain raw
material inventory and the Company’s intellectual property, subject to some overlap
among the bids. All of the Sale Bids for the Company’s real property leases are
conditional and require negotiation with the applicable landlords and consultation with
the Agent. The Company and the Financial Advisor, with the assistance of the
Proposal Trustee, are negotiating certain of the Sale Bids. They are also working to
identify other transactions that will preserve some or all of the Company’s business,
including a number of locations and the “Danier” brand.

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 1.1(f) of this
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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