
TIME LINE OF KAFUS INVESTMENTS (Chronological)
(Updated as of 5/17/00)

CanFibre Group = The CanFibre Group Ltd.
Cement = Kafus Cement Fibre Industries of Texas, Inc.
CFI = Cement Fibreboard Industries of Texas, Inc.
ECT = Enron North America Corp. f/k/a Enron

Capital & Trade Resources Corp.
ECTMI = ECT Merchant Investments Corp.
Kafus = Kafus Industries Ltd.
Lackawanna = CanFibre of Lackawanna LLC
Riverside = CanFibre of Riverside, Inc.
Samarac = The Samarac Corporation Ltd.
Sundance (S) = Sundance Assets, L.P.
Western = Western New York Fibreboard Corporation
Merlin (M) = ENA CLO I Holding Company I L.P.
Thunderbird (T) = SE Thunderbird L.P.
$ = U.S. Dollars

JULY 1997

1. $21,000,000 Equity Investment by ECT in Kafus.  In return for such investment, ECT
received the following instruments and other rights:

• 3,750,000 shares of Common Stock of Kafus (3,000,000 pursuant to a Subscription
Agreement, and the remainder as a fee);

• 15,000 Series I Convertible Redeemable Preference Shares of Kafus (which pay
dividends of $100 per share annually, payable in Common Stock of Kafus, and which
are convertible into Common Stock of Kafus);

• Warrant for 1,000,000 shares of Common Stock of Kafus (exercisable from date of
issuance until July 16, 2008, at $3.15 per share); 

• Warrant for 500,000 shares of Common Stock of Kafus (exercisable from date of
issuance until July 16, 2007, at $2.00 per share); and

• 5% cash flow interest in CanFibre Group (an 86.5%-owned subsidiary of Kafus and
indirect parent of Riverside), from the date of execution through July 15, 2000,
pursuant to a Consulting Services Agreement.

The foregoing instruments are subject to the following other agreements:

• Subscription Agreement (contains certain limitations on the issuance of below-
market priced Common Stock by Kafus, and grants ECT the right to appoint a
director to the Kafus Board of Directors);
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• Registration Rights Agreement (provides for shelf registration for Common Shares
acquired by ECT, including pursuant to the Warrants and conversion of the
Preference Shares);

• Shareholder Agreement (imposes certain restrictions on sales by Samarac of  Kafus
Common Stock before July 17, 2000; Samarac, owned by Ken Swaisland, is
currently the largest single shareholder of Kafus);

• Letter Agreement (restricting ECT's right to convert 5,000 of the Preference Shares
of Kafus before January 15, 1998); and 

• Guaranty of Ken Swaisland (guaranties Kafus' obligation to redeem the Preference
Shares).

2. $15,000,000 Subordinated Debt Investment by ECT in Riverside.  In return for such
investment, ECT received the following instruments and other rights:

• $15,000,000 Subordinated Promissory Note (bears interest at 14% per annum;
maturity of July 1, 2009); and

• Income Participation Certificate (providing for payment of 25% of the remaining
available cash flow of Riverside through the 10th anniversary of final acceptance of
the project).

The foregoing instruments are subject to the following other agreements:

• Subordinated Loan Agreement; Subordinated Deed of Trust, Security Agreement,
Assignment of Leases and Rents and Fixture Filing; Subordinated Assignment of
Contracts (and related Subordinated Consents); Pledge Agreement;

• Deferred Payment Purchase Agreement (providing for the purchase by Kafus, at
ECT's option, of deferred principal of the Subordinated Note, payable in Common
Stock of Kafus); and

• Income Participation Certificate Purchase Agreement (providing for a put/call of the
Income Participation Certificate for, respectively, $12,500,000 and $15,000,000, as
reduced by the discounted amounts received under the Income Participation
Certificate; payable in cash or Common Stock at ECT's election).     

3. $25,000,000 Taxable Bond Investment by ECT in Riverside.  In return for such
investment, ECT received the following instruments and other rights:

• $25,000,000 face amount Taxable Convertible Series 1997B Bonds issued by the
California Pollution Control Financing Authority

The foregoing instruments are subject to the following other agreements:

• Indenture of Trust; Loan Agreement; Deed of Trust, Security Agreement, Assignment
of Leases and Rents and Fixture Filing; Assignment of Contracts (and related
Subordinated Consents)
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DECEMBER 1997

1. $10,000,000 Subordinated Debt Investment by ECT in CanFibre Group.  In return for
such investment, ECT received the following instruments and other rights:

• $10,000,000 Subordinated Convertible Promissory Note (convertible into a 5% cash
flow participation certificate for a 5% cash flow interest in CanFibre Group; bears
interest at 10.20% per annum and maturity of December 31, 2002).

The foregoing instruments are subject to the following other agreements:

• Letter Loan Agreement; and
• Termination Agreement (terminating the Consulting Services Contract granting the

prior 5% cash flow participation in CanFibre Group to ECT).

2. $3,000,000 Senior Debt Investment by ECT in Kafus.  In return for such investment, ECT
received the following instruments and other rights:

• $3,000,000 Convertible Promissory Note (convertible into Common Stock of Kafus).

The foregoing instruments are subject to the following other agreements:

• Letter Loan Agreement.

MARCH 1998

$11,250,000 Senior Debt Investment by ECT in Cement.  In return for such investment,
ECT received the following instruments and other rights:

• $11,250,000 Exchangeable Promissory Note (up to $5,625,000 of which is
exchangeable for Common Stock of Kafus; bears interest at 14% per annum;
maturity of September 30, 2008); and

• Income Participation Certificate (providing for payment of 50% of the remaining
available cash flow of Cement (after debt service) through October 1, 2008.

The foregoing instruments are subject to the following other agreements:

• Letter Loan Agreement;
• Limited Recourse Guaranty of Kafus (guaranteeing the obligations of Cement to

ECT, with recourse limited to the Riverside percentage of any CanFibre Group
dividends, and authorizing the conversion of the Exchangeable Promissory Note);

• Pledge Agreement (pledging as collateral all stock held by Cement in CFI, the 75%
owned subsidiary of Cement which in turn owns a percentage of the Fortra project),
together with related Consents.
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AUGUST 1998

$12,500,000 Senior Debt Investment by ECT in Kafus.  In return for such investment,
ECT received the following instruments and other rights:

• $12,500,000 Convertible Promissory Note (at ECT’s option, the entire outstanding
principal amount and all accrued but unpaid interest is fully convertible at maturity
if not paid in full in cash into Common Stock of Kafus at a per share conversion price
of $4.00; bears interest at 14% per annum; maturity of February 18, 2000);

• Warrant for 750,000 shares of Common Stock of Kafus (exercisable from date of
issuance until July 31, 2008, at $4.00 per share); 

• Warrant for 250,000 shares of Common Stock of Kafus (exercisable from April 30,
1999, until July 31, 2008, at price per share based upon the preceding average trading
price, with a floor of $3.50 per share and a ceiling of $4.00 per share); provided that,
if $8,000,000 of Riverside depreciation or other interests are sold prior to April 30,
1999, the Warrant will terminate;

• Warrant for 500,000 shares of Common Stock of Kafus (exercisable from January
19, 2000 until July 31, 2008, at $4.00 per share); provided that, if the $12,500,000
Note is paid prior to January 19, 2000, the Warrant will terminate; 

• Warrant for 45,000 shares of Common Stock of Kafus (exercisable from October 1,
1998, until July 31, 2008, at $4.00 per share); and

• 5% cash flow interest in CanFibre Group, from February 18, 2000 (unless the
$12,500,000 Note is paid on or before such date), pursuant to an Assignment
Agreement from Samarac.

The foregoing instruments are subject to the following other agreements:

• Securities Purchase Agreement (governing the Note and the Warrants);
• Pledge Agreement (pledging Kafus' shares of Cement as collateral for the Note);
• Security Agreement and Assignment Agreement made by Samarac (granting ECT a

security interest in its rights under certain agreements with CanFibre Group), and
related Consent of CanFibre Group;

• Limited Recourse Guaranty made by Samarac (guaranteeing payment of the Note and
related obligations to the extent of the collateral pledged under the Security
Agreement); and

• Registration Rights Agreement (providing registration rights for all Common Stock
of Kafus issuable upon conversion of the Note or exercise of the Warrants).

DECEMBER 1998

1. Restructured Senior Debt Investment by ECT in Kafus.  In return for such investment,
ECT received the following instruments and other rights:

• $12,500,000 Convertible Promissory Note, in replacement of the August 1998 Note
(at ECT’s option, the entire outstanding principal amount and all accrued but unpaid
interest is fully convertible at maturity if not paid in full in cash into Common Stock
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of Kafus at a per share conversion price of $4.00; bears interest at 14% per annum;
maturity of December 31, 2000);

• $10,000,000 Convertible Promissory Note (Term Loan A), in replacement of the
1997 CanFibre Group Note (at ECT’s option, the entire outstanding principal amount
and all accrued but unpaid interest is fully convertible at maturity into Common
Stock of Kafus at a per share conversion price of $8.00 (converted principal) or the
lesser of $8.00 and the 30 preceding day average price of Kafus Common Stock
(converted interest); bears interest at 10.20% per annum; maturity of December 31,
2003);

• $10,000,000 Convertible Promissory Note (Term Loan B), in replacement of the  5%
cash flow interest in CanFibre Group received in August 1998 (at ECT’s option, the
entire outstanding principal amount and all accrued but unpaid interest is fully
convertible at maturity into Common Stock of Kafus at a per share conversion price
of $8.00 (converted principal) or the lesser of $8.00 and the 30 preceding day average
price of Kafus Common Stock (converted interest); bears interest at 10.20% per
annum; maturity of December 31, 2003); in addition, the Term Loan B Note
terminates if by December 31, 2000: (a) Kafus has completed three additional
projects, and (b) Kafus Common Stock trades at greater than $6.50/share average in
the fifteen days preceding December 21, 2000;

• $4,250,000 Convertible Promissory Note (Term Loan C), in replacement and
increase (due to a deferment of fees related to the CanFibre Lackawanna transaction
and an additional $500,000 of compensation) of the December 1997 $3,000,000
Convertible Promissory Note (at ECT’s option, the entire outstanding principal
amount is fully convertible at maturity into Common Stock of Kafus at a per share
conversion price of $4.00; bears no interest; maturity of June 30, 1999);

• Reissued Warrant for 500,000 shares of Common Stock of Kafus, in replacement of
the August 1998  500,000 Share Warrant (exercisable from December 31, 2000 until
July 31, 2008, at $4.00 per share; provided that, if the $12,500,000 Note is paid prior
to December 31, 2000, the Warrant will terminate);

• Reissued Warrant for 250,000 shares of Common Stock of Kafus, in replacement of
the August 1998  250,000 Share Warrant (exercisable from December 31, 2000, until
July 31, 2008, at price per share based upon the preceding average trading price, with
a floor of $3.50 per share and a ceiling of $4.00 per share); provided that, if
$8,000,000 of Riverside depreciation or other interests are sold prior to December 31,
2000, and the $4,250,000 Convertible Promissory Note (Term Loan C) is repaid prior
to such date, the Warrant will terminate; and

• 100,000 shares of Common Stock of Kafus (as a fee)

The foregoing instruments are subject to the following other agreements:

• Note Agreement and Warrant Agreement (governing the Note and Warrants,
respectively);

• Pledge Agreement (re-pledging Kafus' shares of Cement as collateral for the new
$12,500,000 Note);

• Security Agreement (pledging Kafus'  rights under certain agreements with CanFibre
Group), and related Consents;
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• Release of prior Security Agreement, Assignment Agreement, and  Limited Recourse
Guaranty made by Samarac in August 1998;

• Registration Rights Agreement (providing registration rights for all Common Stock
of Kafus issuable upon conversion of the Notes or exercise of the Warrants); and

• Letter Agreement with Samarac agreeing to execute and amended and restated
Shareholders' Agreement so as to extend the term of the sale restriction on Samarac.

2. Transfers of Certain Investments to Sundance.  The following investments were assigned
(together with rights under the related governing documents) from ECT to Sundance in
December 1998:  

• Warrant for 1,000,000 Shares of Common Stock of Kafus;
• Warrant for 500,000 Shares of Common Stock of Kafus;
• 3,000,000 Shares of Common Stock of Kafus;
• 15,000 Series I Preference Shares of Kafus;
• $25,000,000 Taxable Convertible Series 1997B Bonds;
• Riverside Income Participation Certificate;
• $11,250,000 Exchangeable Promissory Note (Cement);
• Cement Income Participation Certificate; 
• Warrant for 750,000 shares of Common Stock of Kafus; 
• Warrant for 250,000 shares of Common Stock of Kafus; 
• Warrant for 500,000 shares of Common Stock of Kafus; 
• Warrant for 45,000 shares of Common Stock of Kafus; and
• $12,500,000 Convertible Promissory Note.

3. Transfers of Certain Investments to ECTMI.  The following investments were assigned
(together with rights under the related governing documents) from ECT to ECTMI in
December 1998:  

• $10,000,000 Convertible Promissory Note (Term Loan B).

4. $25,000,000 Subordinated Debt Investment by ECT in Lackawanna.  In return for such
investment, ECT received the following instruments and other rights:

• $16,400,000 Subordinated Promissory Note Construction Loan Take-Out Loan (bears
interest at 12.51% per annum; maturity of December 1, 2013);

• $1,100,000 Subordinated Promissory Note Construction Loan Construction Fund
Loan (bears interest at 12.51% per annum; maturity of December 1, 2013);

• $7,500,000 Subordinated Promissory Note Stabilization Fund Loan (bears interest
at 12.51% per annum; maturity of December 1, 2013);

• Income Participation Certificate (providing for payment of 20/27ths of the remaining
available cash flow of Lackawanna through the 12th anniversary of final acceptance
of the project).

The foregoing instruments are subject to the following other agreements:
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• Subordinated Loan Agreement; Subordinated Security Agreement; Subordinated
Mortgages; Subordinated Assignment of Contracts (and related Subordinated
Consents); Pledge Agreement;

• Subordinated Loan Conversion Agreement (providing for the purchase by Kafus, at
ECT's option, of (a) any deferred principal of the Subordinated Note, and (b) up to
50% of advances under the Subordinated Loan Agreement, each payable in Common
Stock of Kafus); and

• Income Participation Certificate Purchase Agreement (providing for a put/call of the
Income Participation Certificate for $11,000,000, as reduced by the discounted
amounts received under the Income Participation Certificate; payable in cash or
Common Stock at ECT's election).

MARCH 1999

1. $7,500,000 Senior Debt Investment by ECTMI in Kafus.  In return for such investment,
ECT received the following instruments and other rights:

• $7,500,000 Convertible Promissory Note (at ECTMI’s option, the entire outstanding
principal amount and all accrued but unpaid interest is fully convertible at maturity
if not paid in full in cash into Common Stock of Kafus at a per share conversion price
of $4.00; bears interest at 14% per annum; maturity of December 31, 2000);

• Amended and Restated $10,000,000 Convertible Promissory Note (Term Loan B),
in replacement of the $10,000,000 Convertible Promissory Note (Term Loan B)
received in December 1998 (at ECTMI’s option, the entire outstanding principal
amount and all accrued but unpaid interest is fully convertible after December 31,
2000, into Common Stock of Kafus at a per share conversion price of $8.00
(converted principal) or the lesser of $8.00 and the 30 preceding day average price
of Kafus Common Stock (converted interest); bears interest at 10.20% per annum;
maturity of December 31, 2003); in addition, the Term Loan B Note terminates if by
December 31, 2000: (a) Kafus has completed three additional projects, (b) Kafus
Common Stock trades at greater than $7.00/share average in the fifteen days
preceding December 31, 2000, and (c) the $7,500,000 and $12,500,000 Convertible
Promissory Notes are paid in full in cash;

• Warrant for 487,500 shares of Common Stock of Kafus (exercisable from date of
issuance until January 31, 2009, at $5.00 per share); 

• Warrant for 300,000 shares of Common Stock of Kafus (exercisable from December
31, 2000 until July 31, 2009, at $4.00 per share; provided that, if the $7,500,000 Note
is paid prior to December 31, 2000, the Warrant will terminate); 

• Warrant for 150,000 shares of Common Stock of Kafus (exercisable from April 30,
1999, until January 31, 2009, at $4.00 per share);provided that, if the $4,250,000
Note is paid prior to April 30, 1999, and Kafus sells at least $8,000,000 of Riverside
depreciation or other interests, the Warrant will terminate) 

The foregoing instruments are subject to the following other agreements:
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• Amended and Restated Note Agreements and Warrant Agreements (governing the
Notes and Warrants, respectively) (one such agreement for each of ECTMI and
Sundance as the respective Note and Warrant holders); and

• Amended and Restated Registration Rights Agreement (providing registration rights
for all Common Stock of Kafus issuable upon conversion of the Notes or exercise of
the Warrants).

2. Transfers of Certain Investments to Sundance.  The following investments were assigned
(together with rights under the related governing documents) from ECT to Sundance in
March 1999:  

• $10,000,000 Convertible Promissory Note (Term Loan A).

3. Transfers of Certain Investments to ECTMI.  The following investments were assigned
(together with rights under the related governing documents) from Sundance to ECTMI in
March 1999:  

• $12,500,000 Convertible Promissory Note; and
• $4,250,000 Convertible Promissory Note (Term Loan C).

APRIL 1999

Kafus failed to pay the $4,250,000 Convertible Promissory Note (Term Loan C) prior to
April 30, 1999, so that the Warrant for 150,000 shares of Common Stock of Kafus received
in March 1999 became exercisable and no longer subject to termination.

JUNE 1999

Kafus paid the $4,250,000 Convertible Promissory Note (Term Loan C) in full when due.

DECEMBER 1999

1. Reissuance of Warrant.  The Warrant for 250,000 shares of Common Stock of Kafus,
originally issued in August 1998, and amended and reissued in December 1998, was
amended and reissued to provide that such Warrant is exercisable from the date of issuance
through July 31, 2008, at an exercise price of $5.00, and is no longer subject to termination.

2. Transfers of Certain Investments to Merlin.  The following investments were assigned
(together with rights under the related governing documents) from the applicable holder to
Merlin in December 1999:  

• $15,000 Subordinated Note made by Riverside;
• $25,000,000 Taxable Convertible Series 1997B Bonds;
• $12,500,000 Convertible Promissory Note; and
• $7,500,000 Convertible Promissory Note.
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3. Transfers of Certain Investments to Thunderbird.  The following investments were
assigned (together with rights under the related governing documents) from the applicable
holder to Thunderbird in December 1999:  

• 1,999,999 Shares of Common Stock of Kafus.

JANUARY 2000

Restructured Senior Debt Investment by Sundance in Cement.  In return for such
investment, Sundance received the following instruments and other rights:

• Amendment to $11,250,000 Exchangeable Promissory Note (accrues interest at 14%
per annum; maturity of December 31, 2000; if Kafus does not purchase Note,
automatic conversion on maturity date into Common Stock of Kafus, at per share
price equal to 85% of 30 days' prior trading price with a floor of $4.00 and a ceiling
of $9.00); and

• Income Participation Certificate (restated to provide for payment of 50% of the cash
flow of Cement from October 1, 2001, through October 1, 2011).

The foregoing instruments are subject to the following other agreements:

• Amendment to Letter Loan Agreement; and
• Note Purchase Option Agreement (providing Kafus the right to purchase the Note at

maturity for cash in an amount equal to principal and interest of the Note plus
$3,000,000).

MARCH 2000

Transfers of Certain Investments from Thunderbird to ECTMI.  The 1,999,999 Shares
of Common Stock of Kafus which were assigned (together with rights under the related
governing documents) to Thunderbird in December 1999 were reassigned from Thunderbird
to ECTMI as of March 20, 2000.

ONGOING 

Requested exchange of the 15,000 Series I Convertible Redeemable Preference Shares
for the Series IX Convertible Redeemable Preference Shares.  Kafus has requested that
the Series I Preference Share investment be restructured so that such shares would be
exchanged for Series IX Convertible Redeemable Preference Shares having a value equal to
the Series I Preference Shares plus unpaid dividends thereon.  The Series IX Preference
Shares would accrue dividends of $100 per share annually, and the amount of accrued
dividends would be added to the conversion and redemption prices, respectively, of the
Series IX Preference Shares.






