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[bookmark: addressee]Enron North America Corp.
1400 Smith Street
Houston, Texas
77002   USA
Attention:	Richard Sanders
[bookmark: salutation]Dear Richard:
Re:	Proceedings Against The CanFibre Group Limited (“CanFibre”) pursuant to Section 38 of the Bankruptcy & Insolvency Act (the “BIA”)
[bookmark: beginning]You will recall that on December 4, 2000, we filed an application with the British Columbia Securities Commission (the “BCSC”), seeking exemptions from various securities legislation requirements in connection with the transfer of certain shares in CanFibre to ECT Merchant Investments Corp. (“ECT”).  The shares are presently held by PricewaterhouseCoopers Inc., as Trustee of the estate of Kafus Industries Ltd. (“Kafus”).
I am advised by Andrew King of our office that, in the week before Christmas, he had a number of conversations with representatives of the BCSC, in which they advised him, informally, that, in their view, the assignment of the CanFibre shares to ECT is not a take over bid as defined in the British Columbia Securities Act  and other relevant securities legislation.  Unfortunately, the BCSC is not prepared to give us a formal opinion or ruling to this effect (it is the policy of the BCSC generally not to provide opinions or rulings of this kind).  However, the BCSC has indicated to us, verbally, that we need not proceed with, and that they will not rule on, the exemption application, because they do not believe that an exemption is necessary .
In light of the foregoing, in our opinion ECT may withdraw the exemption application at this time, and simply proceed to instruct the Trustee to execute an assignment of the  CanFibre shares to ECT, or its nominee.  No other documents are required to be filed by ECT in connection with the assignment, or proceedings taken or approvals, permits, consents, orders or authorizations of regulatory authorities, other than the following:
(a)	upon the assignment of the CanFibre shares, ECT must immediately issue and file with the Securities Commissions in the Provinces of British Columbia, Alberta and Ontario, a press release describing the assignment;
(b)	upon the assignment of the CanFibre shares, ECT must file a Personal Information Form with the Canadian Venture Exchange;
(c)	within two business days from the assignment of the CanFibre shares, ECT must file an “early warning report” outlining details of the assignment as required under Section 111 of the Securities Act (British Columbia), Section 141 of the Securities Act (Alberta) and Section 101 of the Securities Act (Ontario); and
(d)	within ten days from the assignment of the CanFibre shares, ECT must file an Insider Report as required under Section 87 of the Securities Act (British Columbia), Section 147 of the Securities Act (Alberta) and Section 107 of the Securities Act (Ontario).
In light of the foregoing, and in light of the original court order in this proceeding requiring the Trustee to execute an assignment of the CanFibre shares, in our view we should now proceed to write to the Trustee requesting that it effect that assignment.  May we please have your instructions to this effect.
Very truly yours,



Scott A. Turner
SAT/aa
Encl.

	c:
	[bookmark: cc]R. Petersen
R. Anderson
A. King
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