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Suite 2600, Three Bentall Centre


P.O. Box 49314


595 Burrard Street


Vancouver, British Columbia, Canada


V7X 1L3


December 14, 2000


VIA FACSIMILE

The Creditors of Kafus Industries Ltd.

(Listed on the Attached Distribution List)

Dear Sirs/Mesdames:

Re:
Proceedings Against The CanFibre Group Limited (“CanFibre”) pursuant to Section 38 of the Bankruptcy & Insolvency Act (the “BIA”)

We refer to our letter of November 9, 2000.  Capitalized terms in this letter will have the same meaning as in our previous correspondence.  We are instructed by Enron to provide you with this update as to the status of the CanFibre Proceedings.

On December 4, 2000, we filed the attached letter with the British Columbia Securities Commission (“BCSC”), seeking exemptions from various securities legislation requirements, as set out in the attached correspondence.  These exemptions have been sought in order to permit the Trustee to transfer the CanFibre Shares as contemplated.  I am advised by our securities department that it is unlikely that we will receive a ruling from the BCSC before the new year.

In the meantime, we are in the process of drafting pleadings, with a view to commencing an action against CanFibre, to collect the amounts owing by CanFibre to Kafus, which exceed $33,000,000(Cdn.).  We expect to be in a position to file those proceedings shortly, if Enron elects to proceed at this time.  We understand that CanFibre is, at present, in a difficult financial situation, and the filing of a $33,000,000 action against it at this time might not be, strategically, the best way to proceed at this time.  We will of course take our instructions from Enron on this issue.  However, we can report that no proceedings for debt recovery have yet been issued against CanFibre to recover the amounts owed by CanFibre to Kafus.  We expect those proceedings to be commenced in Ontario, when they are commenced.

If any of you have any questions or comments, please do not hesitate to contact the undersigned, in writing, by e-mail or by telephone. 

Very truly yours,

Scott A. Turner

SAT/ad

Encl. 
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Telephone: 604.631.3300
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Scott A. Turner


Direct Dial: 604.631.3318


E-mail: sat@blakes.com
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