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Court File No. 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

IN THE MATTER OF THE COMPANIES' CREDITORS 
ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED 

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF 
GRAFTON-FRASER INC. 

(the "Applicant") 

NOTICE OF APPLICATION 
(Initial CCAA Order) 

TO THE RESPONDENTS: 

A LEGAL PROCEEDING HAS BEEN COMMENCED by the applicant. The 
claim made by the applicant appears on the following pages. 

THIS APPLICATION will come on for a hearing on January 25, 2017, at 3:30 
p.m. at the Court House at 361 University Avenue, Toronto, Ontario. 

IF YOU WISH TO OPPOSE THIS APPLICATION, to receive notice of any step 
in the application or to be served with any documents in the application, you or an Ontario 
lawyer acting for you must forthwith prepare a notice of appearance in Form 38A prescribed by 
the Rules of Civil Procedure, serve it on the applicant's lawyer or, where the applicant does not 
have a lawyer, serve it on the applicant, and file it, with proof of service, in this court office, and 
you or your lawyer must appear at the hearing. 

IF YOU WISH TO PRESENT AFFIDAVIT OR OTHER DOCUMENTARY 
EVIDENCE TO THE COURT OR TO EXAMINE OR CROSS-EXAMINE WITNESSES ON 
THE APPLICATION, you or your lawyer must, in addition to serving your notice of appearance, 
serve a copy of the evidence on the applicant's lawyer or, where the applicant does not have a 
lawyer, serve it on the applicant, and file it, with proof of service, in the court office where the 
application is to be heard as soon as possible, but at least four days before the hearing. 

IF YOU FAIL TO APPEAR AT THE HEARING, JUDGMENT MAY BE 
GIVEN IN YOUR ABSENCE AND WITHOUT FURTHER NOTICE TO YOU. IF YOU WISH 
TO OPPOSE THIS APPLICATION BUT ARE UNABLE TO PAY LEGAL FEES, LEGAL 
AID MAY BE AVAILABLE TO YOU BY CONTACTING A LOCAL LEGAL AID OFFICE. 

233314.00092/95007282.2 
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Date: January 25,2017 Issued by: 
Local Registrar 
330 University Ave 
l"" Floor 
Toronto, Ontario 
MSG 1R7 

TO: The Service List 
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APPLICATION 

1. THE APPLICANT MAKES AN APPLICATION FOR: 

(a) an Order substantially in the form attached hereto as Schedule "A" (the "Initial 

Order")\ inter alia: 

(i) abridging the time for service of the Notice of Application and the Application 

Record herein, if necessary, and validating service thereof; 

(ii) declaring that Grafton-Fraser Inc. (the "Company") is a company to which the 

Companies' Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the 

"CCAA") applies; 

(iii) granting a stay of proceedings in favour of the Company and its directors and 

officers; 

(iv) approving the Second Lease Consulting Agreement (as defined below); 

(v) authorizing payments to critical vendors; 

(vi) approving the DIP Agreement and granting the Term Lenders' DIP Charge (each 

as defined below); 

(vii) approving the ABL DIP Forbearance Agreement and granting the ABL Lender's 

DIP Charge (each as defined below); 

(viii) approving the Term Forbearance Agreement (as defined below); 

' A blackline of the Initial Order against the Commercial List User's Committee Model Order is attached at Schedule 
"B" 
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(ix) granting the Administration Charge (as defined below); 

(x) declaring that the directors and officers of the Company shall be indemnified 

against obligations and liabilities that they may incur in their capacity as 

directors or officers of the Company after the commencement of these 

proceedings, and granting the D&O Charge (as defined below) as security for 

such indemnity; 

(xi) authorizing the KERPs and granting the KERP Charge (each as defined below) 

as security for the Company's obligations in respect of the KERPs; 

(xii) appointing Richter Advisory Group Inc. ("Richter" or the "Proposed Monitor") 

to act as the monitor (the "Monitor") of the Company in these CCAA 

proceedings; and 

(b) such further and other relief as counsel may advise and this Honourable Court may deem 

just. 

2. THE GROUNDS FOR THIS APPLICATION ARE: 

Background 

(a) the Company is a leading Canadian retailer of men's clothing that operates 158 stores in 

Canada under the "Tip Top Tailors", "George Richards Big and Tall", "Mr. Big and 

Tall" and "Kingsport Big and Tall Clothier" banners; 

(b) the Company is facing a liquidity crisis as a result of, among other things, financial 

consequences arising from the insolvency of its wholly-owned subsidiary 2473304 
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Ontario Inc. ("247"), lower than expected retail sales, increased overhead costs, delays 

in receipt of seasonal inventory and turnover of key personnel; 

Secured Creditors 

(c) the Company is a party (as co-borrower with 247) to a credit agreement dated as of 

February 12, 2016 with Canadian Imperial Bank of Commerce ("CIBC"), as agent and 

as lender, as amended, pursuant to which CIBC agreed to provide the Company and 247 

with revolving credit facilities (the "CIBC Credit Facility") in the maximum aggregate 

principal amount of $35 million (the "CIBC Credit Agreement"); 

(d) as of January 21, 2017, the Company has borrowed $12.8 million under the CIBC Credit 

Agreement. Pursuant to the terms of the CIBC Credit Agreement, the Company is 

jointly and severally liable with 247 for all indebtedness outstanding under the CIBC 

Credit Facility, accordingly, the Company is liable for approximately $1.6 million of 

247's indebtedness under the CIBC Credit Agreement as a result of 247's insolvency; 

(e) the Company is also indebted to lenders affiliated with GSO Capital Partners LP 

("GSO") under an amended and restated credit agreement dated as of June 16, 2009, as 

amended from time to time, (the "GSO Credit Agreement"). The outstanding 

indebtedness under the GSO Credit Agreement (including accrued interest) as of 

January 21, 2017 was approximately $39.4 million; 

(f) CIBC and GSO are parties to an intercreditor agreement dated as of February 12, 2016 

(the "Intercreditor Agreement") pursuant to which CIBC and GSO agreed to, among 

other things, the relative priority of their security interests in the property of the 

Company. The Intercreditor Agreement provides that CEBC will have a first priority 

233314.00092/95007282.2 



- 6 -

security interest in, among other things, the accounts receivable and inventory of the 

Company (the "ABL Priority Collateral") to the extent of the ABL Obligations (as 

defined in the Intercreditor Agreement), with GSO having a second priority security 

interest in such collateral, and GSO will have a first priority security interest in, among 

other things, the furniture, fixtures, equipment, intellectual property and securities of the 

Company (the "Term Priority Collateral") to the extent of the Term Obligations (as 

defined in the Intercreditor Agreement), with CIBC having a second priority security 

interest in such collateral. The relative priorities set out in the Intercreditor Agreement 

are intended to continue in these CCAA proceedings with respect to advances made by 

CIBC or the Term DIP Lenders (as defined below), as applicable, to the Company, 

pursuant to the ABL DIP Forbearance Agreement and the DIP Agreement; 

Restructuring Plan 

(g) the Company, with the assistance of the retail consulting group at Richter Consulting 

Canada Inc. (the "Retail Consultant") has reviewed its present and projected financial 

performance and considered the strategic alternatives available to the Company; 

(h) as part of its review and planning process, the Company engaged Oberfeld Snowcap Inc. 

(the "Lease Consultant") pursuant to the terms of a letter agreement dated November 

30, 2016 (the "First Lease Consulting Agreement") to act as its exclusive real estate 

consultant to provide lease administration services to the Company, including, without 

limitation, assessing the Company's lease portfolio for profitable and non-profitable 

leases. The term of the First Lease Consulting Agreement expires on January 31, 2017; 

233314.00092/95007282.2 
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(i) following its internal review, the Company discussed with CIBC and GSO the various 

strategic alternatives identified with the Retail Consultant. Based upon those 

discussions, GSO made a non-binding restructuring proposal to the Company to 

implement a sale and investment solicitation process involving a going concern 

"stalking horse credit bid" to be completed through an insolvency proceeding coupled 

with the liquidation of assets located at underperforming store locations; 

(j) the Company determined, with the assistance of the Retail Consultant, that negotiating 

such a transaction was the best course of action to maximize value for its stakeholders. 

As part of that process, the Company has: 

(i) developed a process of soliciting offers for a sale of, or investment in the 

Company, its business and assets (the "SISP"); 

(ii) entered into an asset purchase agreement (the "Stalking Horse Agreement") for 

the sale of all or substantially all of its assets to 1104307 B.C. Ltd. (an entity 

related to GSO) (the "Stalking Horse Purchaser") by way of a "credit bid", 

which will serve as the "stalking horse credit bid" under the proposed SISP, 

subject to approval of the Court; and 

(iii) entered into a liquidation consulting agreement with a contractual joint venture 

composed of Gordon Brothers Canada ULC and Merchant Retail Solutions ULC 

(together, the "Liquidation Consultant") dated January 24, 2017 (the 

"Liquidation Consulting Agreement") pursuant to which the Company 

proposes to engage the Liquidation Consultant as its exclusive consultant to 

233314.00092/95007282.2 



advise the Company with respect to the liquidation of certain stores (the 

"Closing Stores"), subject to approval of the Court; 

(k) the Stalking Horse Agreement and Liquidation Consulting Agreement are subject to the 

Company obtaining further Orders of the Court approving those agreements and the 

proposed SISP; 

(1) subject to the Initial Order being granted by the Court, the Company will serve its 

Application Record and the Initial Order, along with materials in support of a motion 

returnable January 30, 2017, seeking, inter alia, approval of the execution of the 

Stalking Horse Agreement, the proposed SISP and the Liquidation Consulting 

Agreement, on the Company's landlords, among other interested parties; 

Interim Financing & Forbearance Agreements 

(m) the Company entered into forbearance agreements, as amended from time to time, with 

CIBC and with GSO, respectively, in connection with 247's CCAA proceedings. CIBC 

and GSO have agreed, in the context of the CCAA proceedings in respect of the 

Company, to amend and restate the existing forbearance agreements; 

(n) the Company, 247 and CIBC entered into an amended and restated forbearance 

agreement dated as of January 24, 2017 (the "ABL DIP Forbearance Agreement") 

pursuant to which CIBC agreed to, inter alia (a) continue to forbear from enforcing its 

rights under the CIBC Credit Agreement and the other loan documents under certain 

conditions, and (b) allow the Company to continue to borrow under the revolving 

facility in an amount not to exceed the lesser of $25,000,000 million and the Company's 
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borrowing base formula, subject to a number of terms and conditions, including that 

CIBC be granted the ABL Lender's DIP Charge; 

(o) the Company and 247 also entered into an amended and restated forbearance agreement 

with GSO, among others, dated as of January 24, 2017 (the "Term Forbearance 

Agreement") pursuant which GSO agreed to continue to forbear from exercising its 

rights and remedies under the GSO Credit Agreement under certain conditions and to 

continue to capitalize material interest payments until June 2017; 

(p) to supplement the interim financing provided by CIBC under the ABL DIP Forbearance 

Agreement, the Company entered into a DIP facility term sheet with GSO, as 

administrative agent (in such capacity, the "Term DIP Agent") for itself and for certain 

other entities related to it (the "Term DIP Lenders"), and Wilmington Trust, National 

Association, as servicing agent (the "Term DIP Servicing Agent"), dated as of January 

24, 2017 (the "DIP Agreement"), pursuant to which the Term DIP Lenders have agreed 

to advance to the Company interim financing in the amount of up to $5.5 million to 

provide additional funding for the Company's operations during the CCAA proceeding, 

subject to a number of terms and conditions, including that the Court grant the Term 

Lenders' DIP Charge; 

(q) among other terms, it is a condition of each of the ABL DIP Forbearance Agreement, 

the Term Forbearance Agreement and any advance under the DIP Agreement that: 

(i) the Company obtain the Initial Order; and 

233314.00092/95007282.2 
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(ii) the Company obtain further Orders approving the execution of the Stalking 

Horse Agreement, the Liquidation Consulting Agreement and authorizing the 

Company to pursue the proposed SISP in the context of CCAA proceedings; 

Relief Sought in the Initial Order 

(r) the Company is in default under the CIBC Credit Agreement and the Company does not 

have sufficient liquidity to repay the outstanding indebtedness to CIBC in full if CIBC 

should make a demand for repayment; 

(s) the Company is also indebted to GSO, and others, under the GSO Credit Agreement and 

the Company is unable to satisfy these obligation in full if required by GSO; 

(t) the Company is insolvent. It cannot meet its liabilities as they come due and, without the 

protection of the CCAA and the benefit of the DIP Agreement, the ABL DIP 

Forbearance Agreement and the Term Forbearance Agreement, the ability of the 

Company to undertake the proposed SISP for the benefit of its stakeholders may be 

seriously impaired; 

(u) the Company requires a broad stay of proceedings to allow it to continue to operate and 

maintain the status quo while it pursues its restructuring with a view to maximizing 

benefits to its creditors and other stakeholders; 

(v) the Company is seeking Court approval of an expanded engagement for the Lease 

Consultant and authorization to comply with its obligations under a new lease consulting 

agreement (the "Second Lease Consulting Agreement") that it has entered into with 

the Lease Consultant. It is contemplated that the Lease Consultant will be retained to 

233314.00092/95007282.2 
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assist the Company with renegotiating lease terms in respect of certain of the Closing 

Stores in an effort to make those leases attractive to the Stalking Horse Purchaser or to 

another bidder under the proposed SISP, as applicable, so that those leases may be 

removed from the liquidation process and the stores kept open following completion of a 

sale or other transaction entered into pursuant to the proposed SISP; 

(w) the continued engagement of certain of the Company's merchandise suppliers is critical 

to its ongoing operations and the Company is therefore requesting that it be permitted to 

pay pre-filing amounts owing to certain of those suppliers that it considers critical to its 

business, in the maximum aggregate amount of $1 million, subject to the express prior 

approval of the Monitor or Order of the Court; 

(x) the Company seeks the Court's approval of two separate but coordinated interim 

financing agreements, being the DIP Agreement & the ABL DIP Forbearance 

Agreement, which are intended to provide the Company with sufficient liquidity to (i) 

maintain its ongoing operations during the course of these CCAA proceedings, including 

payment of employees; (ii) fund the costs of these proceedings; and (iii) pursue its 

restructuring efforts; 

(y) it is a condition of the ABL DIP Forbearance Agreement that CIBC maintain its priority 

in the ABL Priority Collateral and be granted a court-ordered charge on all the assets, 

rights, undertakings and properties of the Company (the "Property") as security for 

amounts advanced to the Company under the ABL DP Forbearance Agreement after the 

date of the Initial Order (the "ABL Lender's DIP Charge"); 

233314.00092/95007282.2 
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(z) it is also a condition of the DIP Agreement that the Term DIP Agent on behalf of and for 

the benefit of itself, the Term DIP Lenders and the Term DIP Servicing Agent, be 

granted a court-ordered charge on the Property as security for amounts advanced to the 

Company under the DIP Agreement (the "Term Lenders' DIP Charge"); 

(aa) the Company is also seeking the Court's authorization to carry out its obligations under 

the Term Forbearance Agreement which will provide the Company with stability during 

these CCAA proceedings and allow the Company to focus its efforts on its restructuring; 

(bb) the Company is seeking a charge on the Property in the maximum amount of $500,000 

(the "Administration Charge") to secure the fees and disbursements of the Monitor, 

counsel to the Monitor, independent counsel to the directors of the Company and 

counsel to the Company, in each case incurred in connection with services rendered to 

the Company both before and after the commencement of these CCAA proceedings; 

(cc) similarly, the Company will require the participation of its directors and officers during 

these CCAA proceedings and proposes to indemnify its directors and officers and to 

secure such indemnity by way of a charge on the Property in the amount of $800,000 

(the "D&O Charge"); 

(dd) the Company is also proposing to provide key employee retention payments ("KERPs") 

to certain key management employees and executives to provide them with an incentive 

to remain -with the Company through these CCAA proceedings. The proposed 

beneficiaries of the KERPs have intimate knowledge of the Company and its assets and 

relationships with critical vendors and other constituents. Their continued participation 

is essential to these CCAA proceedings. The Company seeks an Order approving the 
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KERPs and a charge on its property to secure the obligations of the Company in respect 

of the KERP entitlements (the "KERP Charge"); and 

(ee) Richter has consented to act as Monitor of the Company, subject to court approval; 

Other Grounds 

(ff) those further grounds as set out in the Affidavit of Mark Sun, sworn January 25, 2017, 

and the Exhibits thereto (the "Sun Affidavit"); 

(gg) those further groimds as set out in the pre-filing report of the Proposed Monitor dated 

January 25,2017, and the Appendices thereto (the "Pre-Filing Report"), to be filed; 

(hh) the provisions of the CCAA and the inherent and equitable jurisdiction of this Court; 

(ii) Rules 1.04, 1.05, 2.01, 2.03, 3.02, 14.05(2), 16 and 38 of the Rules of Civil Procedure, 

R.R.O. 1990, Reg. 194, as amended; and 

(jj) such further and other grounds as counsel may advise and this Honourable Court may 

permit. 

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the motion: 

(a) the Sun Affidavit, and the Exhibits thereto; 

(b) the Pre-Filing Report, to be filed; 

(c) the consent of Richter to act as Monitor dated January 24, 2017; and 

(d) such other material as counsel may advise and this Honourable Court may permit. 
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January 25, 2017 FASKEN MARTINEAU DXMOULIN LLP 
Barristers and Solicitors 
333 Bay Street, Suite 2400 
Bay Adelaide Centre, Box 20 
Toronto, ON M5H 2T6 

Stuart Brotman (LSUC# 43430D) 
Tel: 416 865 5419 
Fax: 416 364 7813 
Email: sbrotman@fasken.com 

Dylan Chechia (LSUC# 621371) 
Tel: 416 868 3425 
Fax: 416 364 7813 
dchochla@fasken. com 

Lawyers for Applicant, Grafton-Fraser Inc. 
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Court File No. 

ONTARIO 
SUPKRIOR COURT OF JUSTICE 

COMMERCIAL LIST 

THE HONOURABLE MR 

JUSTICE HAINEY 

) WEDNESDAY, THE 25^^ 
) DAY OF JANUARY, 2017 
) 

IN THE MATTER OF THE COMPANIES' CREDITORS 
ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED 

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF 
GRAFTON-FRASER INC. 

(the "Applicant") 

INITIAL ORDER 

THIS APPLICATION, made by the Applicant, pursuant to the Companies' Creditors 

Arrangement Act, R.S.C. 1985, c. C-36, as amended (the "CCAA") was heard this day at 330 

University Avenue, Toronto, Ontario. 

ON READING the affidavit of Mark Sun sworn January 25, 2017 and the Exhibits 

thereto (the "Sun Affidavit"), the report of Richter Advisory Group Inc. ("Richter") as the 

proposed monitor dated January 25, 2017 (the "Pre-Filing Report"), and on being advised that 

the secured creditors who are likely to be affected by the charges created herein were given 

notice, and on hearing the submissions of counsel for the Applicant, counsel for Richter, in its 

capacity as the proposed monitor (the "Monitor") of the Applicant in these CCAA proceedings, 

counsel for the directors of the Applicant, counsel for Canadian Imperial Bank of Commerce 

("CIBC"), comisel for GSO Capital Partners LP ("GSO") and such other parties as were present, 

no one else appearing although duly served as appears from the affidavit of service of Irene 

233314.00092/94891529.15 
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Artuso sworn January 25, 2017, filed, and on reading the consent of Richter to act as the 

Monitor. 

SERVICE 

1. THIS COURT ORDERS that the time for service of the Notice of Application and the 

Application Record is hereby abridged and validated so that this Application is properly 

returnable today and hereby dispenses with further service thereof. 

APPLICATION 

2. THIS COURT ORDERS AND DECLARES that the Applicant is a company to which 

the CCAA applies. 

PLAN OF ARRANGEMENT 

3. THIS COURT ORDERS that the Applicant shall have the authority to file and may, 

subject to further order of this Court, file with this Court a plan of compromise or arrangement 

(hereinafter referred to as the "Plan"). 

POSSESSION OF PROPERTY AND OPERATIONS 

4. THIS COURT ORDERS that the Applicant shall remain in possession and control of its 

current and future assets, undertakings and properties of every nature and kind whatsoever, and 

wherever situate including all proceeds thereof (the "Property"). Subject to further Order of this 

Court, the Applicant shall continue to carry on business in a manner consistent with the 

preservation of its business (the "Business") and Property. The Applicant is authorized and 

empowered to continue to retain and employ the employees, consultants, agents, experts, 

accountants, counsel and such other persons (collectively "Assistants") currently retained or 

employed by it, with liberty to retain such further Assistants as it deems reasonably necessary or 

desirable in the ordinary course of business or for the carrying out of the terms of this Order. 

5. THIS COURT ORDERS that the Applicant shall be entitled to continue to utilize the 

central cash management system currently in place, in accordance with the DIP Agreement and 

the ABL DIP Forbearance Agreement (each as hereinafter defined), as described in the Sun 

Affidavit or replace it with another substantially similar central cash management system (the 
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"Cash Management System") and that any present or future bank providing the Cash 

Management System shall not be under any obligation whatsoever to inquire into the propriety, 

validity or legality of any transfer, payment, collection or other action taken under the Cash 

Management System, or as to the use or application by the Applicant of funds transferred, paid, 

collected or otherwise dealt with in the Cash Management System, shall be entitled to provide 

the Cash Management System without any liability in respect thereof to any Person (as 

hereinafter defined) other than the Applicant, pursuant to the terms of the documentation 

applicable to the Cash Management System, and shall be, in its capacity as provider of the Cash 

Management System, an unaffected creditor under the Plan with regard to any claims or 

expenses it may suffer or incur in connection with the provision of the Cash Management 

System. 

6. THIS COURT ORDERS that, subject to the terms of the DIP Agreement and the 

Forbearance Agreements (as hereinafter defmed) that require the Applicant to comply with the 

Approved Cash Flow (as defined in the DIP Agreement and in the Forbearance Agreements) the 

Applicant shall be entitled but not required to pay the following expenses whether incurred prior 

to or after this Order: 

(a) all outstanding and future wages, salaries, employee benefits, vacation pay and 

expenses payable on or after the date of this Order, in each case incurred in the 

ordinary course of business and consistent with existing compensation policies and 

arrangements including any and all cheques for such employee obligations which 

have been issued, but not cleared prior to the date of this Order; 

(b) the fees and disbursements of any Assistants retained or employed by the Applicant 

in respect of these proceedings, at their standard rates and charges; and 

(c) amounts owing to vendors determined by the Applicant to be necessary in order to 

ensure an uninterrupted supply of goods and/or services to the Applicant that are 

material to the continued operation of the Business, provided that such payments shall 

not exceed an aggregate amount of $1 million and are approved in advance by the 

Monitor or by further Order of the Court. 
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7. THIS COURT ORDERS that, except as otherwise provided to the contrary herein and 

subject to the terms of the DIP Agreement and the Forbearance Agreements that require the 

Applicant to comply with the Approved Cash Flow, the Applicant shall be entitled but not 

required to pay all reasonable expenses incurred by the Applicant in carrying on the Business in 

the ordinary course after this Order, and in carrying out the provisions of this Order, which 

expenses shall, subject to the Approved Cash Flow, include, without limitation: 

(a) all expenses and capital expenditures reasonably necessary for the preservation of the 

Property or the Business including, without limitation, payments on account of 

insurance (including directors and officers insurance), maintenance and security 

services; and 

(b) payment for goods or services actually supplied (including royalties under license 

agreements relating to the sale of branded inventory) to the Applicant following the 

date of this Order. 

8. THIS COURT ORDERS that the Applicant shall remit, in accordance with legal 

requirements, or pay: 

(a) any statutory deemed trust amounts in favour of the Crown in right of Canada or of 

any Province thereof or any other taxation authority which are required to be 

deducted from employees' wages, including, without limitation, amounts in respect of 

(i) employment insurance, (ii) Canada Pension Plan, (iii) Quebec Pension Plan, and 

(iv) income taxes; 

(b) all goods and services or other applicable sales taxes (collectively, "Sales Taxes") 

required to be remitted by the Applicant in connection with the sale of goods and 

services by the Applicant, but only where such Sales Taxes are accrued or collected 

after the date of this Order, or where such Sales Taxes were accrued or collected prior 

to the date of this Order but not required to be remitted until on or after the date of 

this Order, and 

(c) any amount payable to the Crown in right of Canada or of any Province thereof or 

any political subdivision thereof or any other taxation authority in respect of 

municipal realty, municipal business or other taxes, assessments or levies of any 
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nature or kind which are entitled at law to be paid in priority to claims of secured 

creditors and which are attributable to or in respect of the carrying on of the Business 

by the Applicant. 

9. THIS COURT ORDERS that the Applicant is hereby authorized to transfer to an account 

of the Monitor, on a weekly basis, in advance, such amount as the Applicant determines, in 

consultation with the Monitor, is appropriate and required to remit or pay projected Sales Taxes 

relating to the sale of goods and services by the Applicant in such week in accordance with 

applicable law, and the Monitor is hereby authorized to hold such funds and transfer such funds 

to the Applicant for remittance or payment by the Applicant of such Sales Taxes as required 

pursuant to applicable law. In the event the Monitor determines, in its discretion, to return any 

portion of such funds to the Applicant as a result of the Applicant having transferred more than is 

appropriate or required to pay or remit Sales Taxes as aforesaid, the funds so returned shall form 

part of the Property. 

10. THIS COURT ORDERS that until a real property lease is disclaimed in accordance with 

the CCAA, the Applicant shall pay all amounts constituting rent or payable as rent under real 

property leases (including, for greater certainty, common area maintenance charges, utilities and 

realty taxes and any other amounts payable to the landlord under the lease) or as otherwise may 

be negotiated between the Applicant and the landlord from time to time ("Rent"), for the period 

commencing from and including the date of this Order, twice monthly in equal payments on the 

first and fifteenth day of each month, in advance (but not in arrears). On the date of the first of 

such payments, any Rent relating to the period commencing from and including the date of this 

Order shall also be paid. 

11. THIS COURT ORDERS that, except as specifically permitted (i) herein or (ii) in the DIP 

Agreement and the Forbearance Agreements, the Applicant is hereby directed, until further 

Order of this Court: (a) to make no payments of principal, interest thereon or otherwise on 

account of amounts owing by the Applicant to any of its creditors as of this date; (b) to grant no 

security interests, trust, liens, charges or encumbrances upon or in respect of any of its Property; 

and (c) to not grant credit or incur liabilities except in the ordinary course of the Business. 
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RESTRUCTURING 

12. THIS COURT ORDERS that the Applicant shall, subject to such requirements as are 

imposed by the CCAA, have the right to: 

(a) subject to obtaining the prior written consent of the Term DIP Lenders pursuant to the 

DIP Agreement and Term DIP Forbearance Agreement (each as defined below) and 

the ABL Agent and ABL Lender pursuant to the ABL Forbearance Agreement (as 

defined below), unless otherwise permitted by the provisions of the DIP Agreement 

and Term DIP Forbearance Agreement or by further Order of the Court: 

(i) permanently or temporarily cease, downsize or shut down any of its 

business or operations; and 

(ii) dispose of redundant or non-material assets not exceeding $15,000 in any 

one transaction or $75,000 in the aggregate; 

(b) subject to such applicable covenants as may be contained in the DIP Agreement, the 

Term DIP Credit Documents (as defined below), or the Forbearance Agreements, as 

applicable: 

(i) terminate the employment of such of its employees or temporarily lay off 

such of its employees as it deems appropriate; and 

(ii) pursue all avenues of refinancing of its Business or Property, in whole or 

in part, subject to prior approval of this Court being obtained before any 

material refinancing; 

all of the foregoing to permit the Applicant to proceed with an orderly restructuring of the 

Business (the "Restructuring"). 

13. THIS COURT ORDERS that the Applicant shall provide each of the relevant landlords 

with notice of the Applicant's intention to remove any fixtures from any leased premises at least 

seven (7) days prior to the date of the intended removal. The relevant landlord shall be entitled 

to have a representative present in the leased premises to observe such removal and, if the 

landlord disputes the Applicant's entitlement to remove any such fixture under the provisions of 
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the lease, such fixture shall remain on the premises and shall be dealt with as agreed between any 

applicable secured creditors, such landlord and the Applicant, or by further Order of this Court 

upon application by the Applicant on at least two (2) days' notice to such landlord and any such 

secured creditors. If the Applicant disclaims the lease governing such leased premises in 

accordance with Section 32 of the CCAA, it shall not be required to pay Rent under such lease 

pending resolution of any such dispute (other than Rent payable for the notice period provided 

for in Section 32(5) of the CCAA), and the disclaimer of the lease shall be without prejudice to 

the Applicant's claim to the fixtures in dispute. 

14. THIS COURT ORDERS that if a notice of disclaimer is delivered pursuant to Section 32 

of the CCAA, then (a) during the notice period prior to the effective time of the disclaimer, the 

landlord may show the affected leased premises to prospective tenants during normal business 

hours, on giving the Applicant and the Monitor 24 hours' prior written notice, and (b) at the 

effective time of the disclaimer, the relevant landlord shall be entitled to take possession of any 

such leased premises without waiver of or prejudice to any claims or rights such landlord may 

have against the Applicant in respect of such lease or leased premises, provided that nothing 

herein shall relieve such landlord of its obligation to mitigate any damages claimed in connection 

therewith. 

NO PROCEEDINGS AGAINST THE APPLICANT OR THE PROPERTY 

15. THIS COURT ORDERS that, subject to paragraph 16(v) hereof, until and including 

February 23, 2017, or such later date as this Court may order (the "Stay Period"), no proceeding 

or enforcement process in any court or tribunal (each, a "Proceeding") shall be commenced or 

continued against or in respect of the Applicant or the Monitor, or affecting the Business or the 

Property, except with the written consent of the Applicant and the Monitor, or with leave of this 

Court, and any and all Proceedings currently under way against or in respect of the Applicant or 

affecting the Business or the Property are hereby stayed and suspended pending further Order of 

this Court. 

NO EXERCISE OF RIGHTS OR REMEDIES 

16. THIS COURT ORDERS that during the Stay Period, all rights and remedies of any 

individual, firm, corporation, governmental body or agency, or any other entities (all of the 
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foregoing, collectively being "Persons" and each being a "Person") against or in respect of the 

Applicant or the Monitor, or affecting the Business or the Property, are hereby stayed and 

suspended except with the written consent of the Applicant and the Monitor, or leave of this 

Court, provided that nothing in this Order shall (i) empower the Applicant to carry on any 

business which the Applicant is not lawfully entitled to carry on, (ii) affect such investigations, 

actions, suits or proceedings by a regulatory body as are permitted by Section 11.1 of the CCAA, 

(iii) prevent the filing of any registration to preserve or perfect a security interest, (iv) prevent the 

registration of a claim for lien, or (v) subject to paragraphs 43, 52 and 53 hereof, prevent the 

Lenders (as hereinafter defined) from exercising any rights or remedies in accordance with the 

DIP Agreement or their respective Forbearance Agreements. 

NO INTERFERENCE WITH RIGHTS 

17. THIS COURT ORDERS that during the Stay Period, no Person shall discontinue, fail to 

honour, alter, interfere with, repudiate, terminate or cease to perform any right, renewal right, 

contract, agreement, licence or permit in favour of or held by the Applicant, except with the 

written consent of the Applicant and the Monitor, or leave of this Court. 

CONTINUATION OF SERVICES 

18. THIS COURT ORDERS that during the Stay Period, all Persons having oral or written 

agreements with the Applicant or statutory or regulatory mandates for the supply of goods and/or 

services, including without limitation all computer software, intellectual property licenses, 

communication and other data services, centralized banking services, payroll services, insurance, 

transportation services, utility or other services to the Business or the Applicant, are hereby 

restrained until further Order of this Court from discontinuing, altering, interfering with or 

terminating the supply of such goods or services as may be required by the Applicant, and that 

the Applicant shall be entitled to the continued use of its current premises, telephone numbers, 

facsimile numbers, internet addresses, domain names, trademarks and trade names, provided in 

each case that the normal prices or charges for all such goods or services received after the date 

of this Order are paid by the Applicant in accordance with normal payment practices of the 

Applicant or such other practices as may be agreed upon by the supplier or service provider and 

each of the Applicant and the Monitor, or as may be ordered by this Court. 
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NON-DEROGATION OF RIGHTS 

19. THIS COURT ORDERS that, notwithstanding anything else in this Order, no Person 

shall be prohibited from requiring immediate payment for goods, services, use of leased or 

licensed property or other valuable consideration provided on or after the date of this Order, nor 

shall any Person be under any obligation on or after the date of this Order to advance or re-

advance any monies or otherwise extend any credit to the Applicant. Nothing in this Order shall 

derogate from the rights conferred and obligations imposed by the CCAA. 

PROCEEDINGS AGAINST DIRECTORS AND OFFICERS 

20. THIS COURT ORDERS that during the Stay Period, and except as permitted by 

subsection 11.03(2) of the CCAA, no Proceeding may be commenced or continued against any 

of the former, current or future directors or officers of the Applicant with respect to any claim 

against the directors or officers that arose before the date hereof and that relates to any 

obligations of the Applicant whereby the directors or officers are alleged under any law to be 

liable in their capacity as directors or officers of the Applicant for the payment or performance of 

such obligations, until a compromise or arrangement in respect of the Applicant, if one is filed, is 

sanctioned by this Court or is refused by the creditors of the Applicant or this Court. 

DIRECTORS' AND OFFICERS' INDEMNIFICATION AND CHARGE 

21. THIS COURT ORDERS that the Applicant shall indemnify its directors and officers 

against obligations and liabilities that they may incur as directors or officers of the Applicant 

after the commencement of the within proceedings, except to the extent that, with respect to any 

officer or director, the obligation or liability was incurred as a result of the director's or officer's 

gross negligence or wilful misconduct. 

22. THIS COURT ORDERS that the directors and officers of the Applicant shall be entitled 

to the benefit of and are hereby granted a charge (the "Directors' Charge") on the Property, 

which charge shall not exceed an aggregate amount of $800,000 as security for the indemnity 

provided in paragraph 21 of this Order. The Directors' Charge shall have the priority set out in 

paragraphs 57 and 59 herein. 
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23. THIS COURT ORDERS that, notwithstanding any language in any applicable insurance 

policy to the contrary, (a) no insurer shall be entitled to be subrogated to or claim the benefit of 

the Directors' Charge, and (b) the Applicant's directors and officers shall only be entitled to the 

benefit of the Directors' Charge to the extent that they do not have coverage under any directors' 

and officers' insurance policy, or to the extent that such coverage is insufficient to pay amounts 

indemnified in accordance with paragraph 21 of this Order. 

24. THIS COURT ORDERS and directs the Applicant to deposit with the Monitor, in trust, 

the sum of $772,597 (the "Directors' Escrow"), which funds shall be held by the Monitor in 

trust and stand as collateral for the indemnity contemplated in paragraph 21 hereof and subject to 

the Directors' Charge, to be released only with the consent of the Monitor and the beneficiaries 

of the Directors' Charge (which consent may be communicated by counsel to the directors) or 

upon further Order of the Court made on notice to the Monitor and counsel to the directors; 

provided the indemnification obligations in respect of which the Directors' Escrow stands as 

collateral shall be limited to those relating to statutory obligations and liabilities of the directors 

and officers of the Applicant. Notwithstanding the provisions of paragraph 57 hereof, the 

Directors' Charge shall rank in priority to all other Charges and Encumbrances over the 

Directors' Escrow. 

APPOINTMENT OF MONITOR 

25. THIS COURT ORDERS that Richter is hereby appointed pursuant to the CCAA as the 

Monitor, an officer of this Court, to monitor the business and financial affairs of the Applicant 

with the powers and obligations set out in the CCAA or set forth herein and that the Applicant 

and its shareholders, officers, directors, and Assistants shall advise the Monitor of all material 

steps taken by the Applicant pursuant to this Order, and shall co-operate fully with the Monitor 

in the exercise of its powers and discharge of its obligations and provide the Monitor with the 

assistance that is necessary to enable the Monitor to adequately carry out the Monitor's functions. 

26. THIS COURT ORDERS that the Monitor, in addition to its prescribed rights and 

obligations imder the CCAA, is hereby directed and empowered to: 

(a) monitor the Applicant's receipts and disbursements; 
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(b) report to this Court at such times and intervals as the Monitor may deem appropriate 

with respect to matters relating to the Property, the Business, and such other matters 

as may be relevant to the proceedings herein; 

(c) assist the Applicant, to the extent required by the Applicant, in its dissemination to 

the Lenders and their respective counsel of financial and other information as agreed 

to between the Applicant and each Lender which may be used in these proceedings 

including reporting on a basis to be agreed with each Lender; 

(d) advise the Applicant in its preparation of the Applicant's cash flow statements and 

reporting required by the Lenders, which information shall be reviewed with the 

Monitor and delivered to the Lenders as required pursuant to the DIP Agreement and 

the Forbearance Agreements; 

(e) advise the Applicant in its development of the Plan and any amendments to the Plan; 

(f) assist the Applicant, to the extent required by the Applicant, with the holding and 

administering of creditors' or shareholders' meetings for voting on the Plan; 

(g) have full and complete access to the Property, including the premises, books, records, 

data, including data in electronic form, and other financial documents of the 

Applicant, to the extent that is necessary to adequately assess the Applicant's business 

and financial affairs or to perform its duties arising under this Order; 

(h) be at liberty to engage independent legal counsel or such other persons as the Monitor 

deems necessary or advisable respecting the exercise of its powers and performance 

of its obligations under this Order; and 

(i) perform such other duties as are required by this Order or by this Court from time to 

time. 

27. THIS COURT ORDERS that the Monitor shall not take possession of the Property and 

shall take no part whatsoever in the management or supervision of the management of the 

Business and shall not, by fulfilling its obligations hereunder, be deemed to have taken or 

maintained possession or control of the Business or Property, or any part thereof. 
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28. THIS COURT ORDERS that nothing herein contained shall require the Monitor to 

occupy or to take control, care, charge, possession or management (separately and/or 

collectively, "Possession") of any of the Property that might be environmentally contaminated, 

might be a pollutant or a contaminant, or might cause or contribute to a spill, discharge, release 

or deposit of a substance contrary to any federal, provincial or other law respecting the 

protection, conservation, enhancement, remediation or rehabilitation of the environment or 

relating to the disposal of waste or other contamination including, without limitation, the 

Canadian Environmental Protection Act, the Ontario Environmental Protection Act, the Ontario 

Water Resources Act, or the Ontario Occupational Health and Safety Act and similar legislation 

in other provinces and territories, and regulations thereunder (the "Environmental 

Legislation"), provided however that nothing herein shall exempt the Monitor from any duty to 

report or make disclosure imposed by applicable Environmental Legislation. The Monitor shall 

not, as a result of this Order or anything done in pursuance of the Monitor's duties and powers 

under this Order, be deemed to be in Possession of any of the Property within the meaning of any 

Environmental Legislation, unless it is actually in possession. 

29. THIS COURT ORDERS that that the Monitor shall provide any creditor of the Applicant 

and the Lenders with information provided by the Applicant in response to reasonable requests 

for information made in writing by such creditor addressed to the Monitor. The Monitor shall 

not have any responsibility or liability with respect to the information disseminated by it 

pursuant to this paragraph. In the case of information that the Monitor has been advised by the 

Applicant is confidential, the Monitor shall not provide such information to creditors unless 

otherwise directed by this Court or on such terms as the Monitor and the Applicant may agree. 

30. THIS COURT ORDERS that, in addition to the rights and protections afforded the 

Monitor under the CCAA or as an officer of this Court, the Monitor shall incur no liability or 

obligation as a result of its appointment or the carrying out of the provisions of this Order, save 

and except for any gross negligence or wilful misconduct on its part. Nothing in this Order shall 

derogate from the protections afforded the Monitor by the CCAA or any applicable legislation. 

31. THIS COURT ORDERS that the Monitor, counsel to the Monitor, counsel to the 

Applicant, and counsel to the directors of the Applicant shall be paid their reasonable fees and 

disbursements, in each case at their standard rates and charges, whether incurred prior to or after 
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the date of this Order, by the Applicant as part of the costs of these proceedings, subject to any 

assessment by the Court. The Applicant is hereby authorized and directed to pay the accounts of 

the Monitor, counsel to the Monitor, counsel to the Applicant, and counsel to the directors of the 

Applicant on a weekly basis or on such other basis agreed by the Applicant and the applicable 

payee and, in addition, the Applicant is hereby authorized, nunc pro tunc, to pay to the Monitor, 

counsel to the Monitor, and counsel to the Applicant, and counsel to the directors of the 

Applicant retainers in the amounts of $100,000, $50,000, $100,000 and $25,000, respectively, to 

be held by them as security for payment of their respective fees and disbursements outstanding 

from time to time. 

32. THIS COURT ORDERS that the Monitor and its legal counsel shall pass their accounts 

from time to time, and for this purpose the accounts of the Monitor and its legal counsel are 

hereby referred to a judge of the Commercial List of the Ontario Superior Court of Justice. 

33. THIS COURT ORDERS that the Monitor, counsel to the Monitor, the Applicant's 

counsel, and counsel for the directors of the Applicant shall be entitled to the benefit of and are 

hereby granted a charge (the "Administration Charge") on the Property, which charge shall not 

exceed an aggregate amount of $500,000, as security for their professional fees and 

disbursements incurred at the standard rates and charges of the Monitor and such counsel, both 

before and after the making of this Order in respect of these proceedings. The Administration 

Charge shall have the priority set out in paragraphs 57 and 59 hereof. 

KEY EMPLOYEE RETENTION PAYMENTS 

34. THIS COURT ORDERS that the key employee retention payments ("KERPs") offered 

by the Applicant to certain of its remaining employees and executive officers, as set out and 

described in the Sun Affidavit, be and are hereby approved, and the Applicant be and is hereby 

authorized and empowered to make the KERPs in accordance with the terms set out in the Sun 

Affidavit. 

35. THIS COURT ORDERS that the employees of the Applicant who are the beneficiary of 

the KERPs shall be entitled to the benefit of and are hereby granted a charge (the "KERP 

Charge") on the Property, which charge shall not exceed an aggregate amount of $ 190,000, as 
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security for the Applicant's obligations in respect of the KERPs. The KERP Charge shall have 

the priority set out in paragraphs 57 and 59 hereof. 

SECOND LEASE CONSULTING AGREEMENT 

36. THIS COURT ORDERS that the execution, delivery, entry into, compliance with, and 

performance by the Applicant of the Second Lease Consulting Agreement (as defined in the Sun 

Affidavit) be and is hereby authorized and approved. 

DIP FINANCING & FORBEARANCE AGREEMENTS 

A) DIP AGREEMENT 

37. THIS COURT ORDERS that the Applicant is hereby authorized and empowered to 

obtain and borrow under a credit facility from the lenders that are parties to the DIP Agreement 

(as defined below) (in such capacity, collectively referred to herein as the "Term DIP Lenders") 

in order to finance the Applicant's working capital requirements and other general corporate 

purposes and capital expenditures, provided that borrowings under such credit facility shall not 

exceed $5.5 million unless permitted by further Order of this Court. 

38. THIS COURT ORDERS THAT such credit facility shall be on the terms and subject to 

the conditions set forth in the DIP facility term sheet between the Applicant, the Term DIP 

Lenders, GSO, as administrative agent for itself and for the Term DIP Lenders (in such capacity, 

the "Term DIP Agent") and Wilmington Trust, National Association, as servicing agent (the 

"Term DIP Servicing Agent"), dated as of January 24, 2017 (the "DIP Agreement"), filed. 

39. THIS COURT ORDERS THAT that the execution, delivery, entry into, compliance with, 

and performance by the Applicant of the DIP Agreement is hereby ratified and approved and the 

Applicant is hereby directed to comply with and perform the provisions of the DIP Agreement. 

40. THIS COURT ORDERS that the Applicant is hereby authorized and empowered to 

execute and deliver the DIP Security, the Servicing Agent Fee Agreement (each as defined in the 

DIP Agreement) and such other documents (collectively, the "Term DIP Credit Documents"), 

as are contemplated by the DIP Agreement or as may be reasonably required by the Term DIP 

Agent and the Term DIP Lenders pursuant to the terras thereof, and the Applicant is hereby 
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authorized and directed to pay and perform all of its indebtedness, interest, fees, liabilities and 

obligations to the Term DIP Agent, the Term DIP Lenders and the Term DIP Servicing Agent 

under and pursuant to the DIP Agreement and the Term DIP Credit Dociunents as and when the 

same become due and are to be performed, notwithstanding any other provision of this Order. 

41. THIS COURT that, as security for all of the obligations of the Applicant under or in 

connection with the DIP Facility (as defined in the DIP Agreement), the DIP Agreement and the 

other Term DIP Credit Documents from and after the date of this Order, the Term DIP Agent on 

behalf of and for the benefit of itself, the Term DIP Lenders and the Term DIP Servicing Agent, 

shall be entitled to the benefit of and is hereby granted a charge (the "Term Lenders' DIP 

Charge") on the Property (excluding the ABL Priority Collateral to the extent of the ABL 

Obligations (each as defined in the Intercreditor Agreement (as hereinafter defined)), which 

Term Lenders' DIP Charge shall not secure an obligation that exists before this Order is made. 

The Term Lenders' DIP Charge shall have the priority set out in paragraphs 57 and 59 hereof. 

42. THIS COURT ORDERS that, notwithstanding any other provision of this Order, the 

Term DIP Agent on behalf of and for the benefit of itself, the Term DIP Lenders and the Term 

DIP Servicing Agent, may take such steps from time to time as it may deem necessary or 

appropriate to file, register, record or perfect the Term Lenders' DIP Charge or any of the Term 

DIP Credit Documents. 

43. THIS COURT ORDERS that, notwithstanding any other provision of this Order, upon 

the occurrence of an event of default under the DIP Agreement, the Term DIP Credit Documents 

or the Term Lenders' DIP Charge, or following the Maturity Date (as defined in the DIP 

Agreement), the Term DIP Lenders may; 

(a) immediately cease making advances to the Applicant, provided that, if there are funds 

available under the DIP Agreement, the Term DIP Lenders shall, to the extent of the 

funds available only, fund the payment by the Applicant of 50% of the Priority 

Payables (as defined in the DIP Agreement, but, for greater certainty, excluding HST 

and all Sales Taxes) for a period of not less than five (5) business days following 

written notice to the Applicant, the Monitor and the ABL Lender (as defined below) 

of the event of default or the Maturity Date; and 
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(b) set oif and/or consolidate any amounts owing by the Term DIP Lenders to the 

Applicant against the obligations of the Applicant to the Term DIP Lenders under the 

DIP Agreement, the Term DIP Credit Documents or the Term Lenders' DIP Charge, 

and make demand, accelerate payment and give other notices; and 

(c) upon not less than five (5) business days' written notice to the Applicant, the Monitor 

and the ABL Lender, subject to the terms of the Intercreditor Agreement and 

paragraphs 43(a) and 54 of this Order, exercise any and all of their rights and 

remedies against the Applicant or the Property (other than the ABL Priority Collateral 

to the extent of the ABL Obligations) under or pursuant to the DIP Agreement, the 

Term DIP Credit Documents, the Term Lenders' DIP Charge, or the Personal 

Property Security Act (Ontario) or similar legislation of any other applicable 

jurisdiction, including without limitation, to apply to this Court for the appointment of 

a receiver, receiver and manager or interim receiver in respect of the Property (other 

than the ABL Priority Collateral to the extent of the ABL Obligations), or for a 

bankruptcy order against the Applicant and for the appointment of a trustee in 

bankruptcy of the Applicant and the foregoing rights and remedies of the Term DIP 

Lenders shall be enforceable against any trustee in bankruptcy, interim receiver, 

receiver or receiver and manager of the Applicant or the Property (other than the ABL 

Priority Collateral to the extent of the ABL Obligations). 

44. THIS COURT ORDERS AND DECLARES that the Term DIP Agent, the Term DIP 

Servicing Agent and the Term DIP Lenders shall be treated as unaffected in any plan of 

arrangement or compromise filed by the Applicant under the CCAA, or any proposal filed by the 

Applicant under the Bankruptcy and Insolvency Act of Canada (the "BIA"), with respect to any 

advances made under the DIP Agreement or the Term DIP Credit Documents. 

45. THIS COURT ORDERS AND DECLARES that the payments made by the Applicant 

pursuant to this Order, the DIP Agreement, the Term DIP Credit Documents, and the granting of 

the Term Lender's DIP Charge, do not and will not constitute preferences, fraudulent 

conveyances, transfers at undervalue, oppressive conduct, or other challengeable or voidable 

transactions under any applicable law. 

B) FORBEARANCE AGREEMENTS 
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46. THIS COURT ORDERS that the execution, delivery, entry into, compliance with, and 

performance by the Applicant of the following amended and restated forbearance agreements 

(together, the "Forbearance Agreements") is hereby ratified and approved: 

(a) the Forbearance Agreement dated as of January 24, 2017 (the "ABL DIP 

Forbearance Agreement") among the Applicant and 2473304 Ontario Inc. ("247"), 

as borrowers, and CIBC, as lender and as agent (in that capacity, the "ABL 

Lender"); and 

(b) the Forbearance Agreement dated as of January 24, 2017 (the "Term Forbearance 

Agreement") among the Applicant, as borrower, 247, as guarantor, and the lenders 

that are parties to the Existing Credit Agreement (as defined in the Term Forbearance 

Agreement), as lenders (in such capacity, collectively referred to herein as the "GSO 

Lenders"), and GSO, as administrative agent for itself and the GSO Lenders (GSO 

and the GSO Lenders being collectively referred to as the "Term Lenders", and 

together with the ABL Lender, the Term DIP Lenders and the Term DIP Agent, the 

"Lenders"); 

and the Applicant is hereby directed to comply with and perform the provisions of (i) the 

ABL DIP Forbearance Agreement and the credit agreement dated as of February 12,2016 by and 

among, the Applicant and 247, as borrowers, and the ABL Lender, as amended, including by the 

ABL DIP Forbearance Agreement (the "ABL Credit Agreement"), and (ii) the Term 

Forbearance Agreement and the Existing Credit Agreement, as amended, including by the Term 

Forbearance Agreement. 

47. THIS COURT ORDERS that the Applicant's compliance with and performance of the 

Blocked Account Agreements (as defined in the ABL Credit Agreement) from and after the date 

of this Initial Order, as required pursuant to Section 4.1.8 of the ABL DIP Forbearance 

Agreement, is hereby authorized and approved and the Applicant is hereby directed to comply 

with the provisions of the Blocked Account Agreements in accordance with the terms of the 

ABL DIP Forbearance Agreement. 

48. THIS COURT ORDERS that the Applicant shall be entitled, subject to the terms of the 

ABL Credit Agreement and the ABL DIP Forbearance Agreement, to continue to obtain and 
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borrow, repay and re-borrow additional monies under the credit facility (the "ABL Facility") 

from the ABL Lender pursuant to the ABL Credit Agreement and the ABL DIP Forbearance 

Agreement, in order to finance the Applicant's working capital requirements, provided that 

borrowings by the Applicant under the ABL Facility shall not exceed the amounts contemplated 

in the ABL DIP Forbearance Agreement. For greater certainty, the ABL Lender shall be entitled 

to apply receipts and deposits made to the Applicant's bank accounts, whether directly or 

pursuant to the Blocked Account Agreements, against the indebtedness of the Applicant to the 

ABL Lender in accordance with the ABL Credit Agreement, the ABL DIP Forbearance 

Agreement and the Blocked Account Agreements, whether such indebtedness arose before or 

after the date of this Initial Order. 

49. THIS COURT ORDERS that subject to the provisions of the Forbearance Agreements, 

the Applicant is hereby authorized and directed to pay and perform all of its indebtedness, 

interest, fees, liabilities and obligations to the Lenders under and pursuant to the ABL Credit 

Agreement, the Existing Credit Agreement, the Forbearance Agreements and the Term DIP 

Credit Documents as and when the same become due and are to be performed, notwithstanding 

any other provision of this Order. 

50. THIS COURT ORDERS that in addition to the existing liens, charges, mortgages and 

encumbrances in favour of the ABL Lender, as security for all of the obligations of the Applicant 

to the ABL Lender relating to advances made to the Applicant under the ABL Facility from and 

after the date of this Order, the ABL Lender shall be entitled to the benefit of and is hereby 

granted a charge (the "ABL Lender's DIP Charge") on the Property (excluding the Term 

Priority Collateral to the extent of the Term Obligations (each as defined in the Intercreditor 

Agreement (as hereinafter defined)). The ABL Lender's DIP Charge shall have the priority set 

out in paragraphs 57 and 59 hereof. 

51. THIS COURT ORDERS that, notwithstanding any other provision of this Order, the 

ABL Lender may take such steps from time to time as it may deem necessary or appropriate to 

file, register, record or perfect the ABL Lender's DIP Charge. 

52. THIS COURT ORDERS that, upon the earlier of the occurrence of a Terminating Event 

or the last day of the Forbearance Period (in each case as defined in the ABL DIP Forbearance 

Agreement), the ABL Lender may, 
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(a) immediately cease making advances to the Applicant, provided that, if there are funds 

available under the ABL Facility, the ABL Lender shall, to the extent of the funds 

available only, fiind the payment by the Applicant of 50% of the Specified Priority 

Payables (as defined in the ABL DIP Forbearance Agreement, but, for greater 

certainty, excluding HST and Sales Taxes) for a period of not less than five (5) 

business days following written notice to the Applicant, the Monitor and the Term 

DIP Lenders of the Terminating Event or the Termination Date; 

(b) set off and/or consolidate any amounts owing by the ABL Lender to the Applicant 

against the obligations of the Applicant to the ABL Lender under the ABL Credit 

Agreement, the Blocked Account Agreements, the ABL DIP Forbearance Agreement 

or any other Loan Document (as defined in the ABL Credit Agreement) and make 

demand, accelerate payment and give other notices; and 

(c) upon not less than five (5) business days' written notice to the Applicant, the Monitor, 

the Term Lenders and the Term DIP Agent on behalf of the Term DIP Lenders, 

subject to the terms of the Intercreditor Agreement and paragraphs 52(a) and 54 of 

this Order, exercise any and all of its rights and remedies against the Applicant or the 

Property (other than the Term Priority Collateral to the extent of the Term 

Obligations) under or pursuant to the ABL Credit Agreement, the ABL DIP 

Forbearance Agreement, the Blocked Account Agreements or the other Loan 

Documents, the ABL Lender's DIP Charge, or the Personal Property Security Act 

(Ontario) or similar legislation in any other applicable jurisdiction, including without 

limitation, to apply to this Court for the appointment of a receiver, receiver and 

manager or interim receiver in respect of the Property (other than the Term Priority 

Collateral to the extent of the Term Obligations), or for a bankruptcy order against the 

Applicant and for the appointment of a trustee in bankruptcy of the Applicant and the 

foregoing rights and remedies of the ABL Lender shall be enforceable against any 

trustee in bankruptcy, interim receiver, receiver or receiver and manager of the 

Applicant or the Property (other than the Term Priority Collateral to the extent of the 

Term Obligations). 
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53. THIS COURT ORDERS that, upon the occurrence of a Terminating Event (as defined in 

the Term Forbearance Agreement), the Term Lenders may, 

(a) immediately set off and/or consolidate any amounts owing by the Term Lenders to 

the Applicant against the obligations of the Applicant to the Term Lenders under the 

Existing Credit Agreement, the Term Forbearance Agreement or any security 

agreements, mortgages, deeds of trust, hypothecs or other collateral documents 

executed and delivered by the Applicant in favour of the Term Lender (the "Term 

Security Documents"), and make demand, accelerate payment and give other 

notices; and 

(b) upon not less than five (5) business days' written notice to the Applicant, the Monitor, 

the ABL Lender and the Term DIP Agent on behalf of the Term DIP Lenders, subject 

to the terms of the Intercreditor Agreement and paragraphs and 54 of this Order, 

exercise any and all of its rights and remedies against the Applicant or the Property 

(other than the ABL Priority Collateral to the extent of the ABL Obligations) under or 

pursuant to the Existing Credit Agreement, the Term Forbearance Agreement, or the 

Term Security Documents, or the Personal Property Security Act (Ontario) or similar 

legislation of any other applicable jurisdiction, including without limitation, to apply 

to this Court for the appointment of a receiver, receiver and manager or interim 

receiver in respect of the Property (other than the ABL Priority Collateral to the 

extent of the ABL Obligations), or for a bankruptcy order against the Applicant and 

for the appointment of a trustee in bankruptcy of the Applicant and the foregoing 

rights and remedies of the Term Lenders shall be enforceable against any trustee in 

bankruptcy, interim receiver, receiver or receiver and manager of the Applicant or the 

Property (other than the ABL Priority Collateral to the extent of the ABL 

Obligations). 

54. THIS COURT ORDERS that nothing in this Order shall amend, override or relieve the 

Lenders of any of the provisions of the intercreditor agreement among them dated as of February 

12, 2016 (the "Intercreditor Agreement") and when determining 

(a) the priorities of the claims of the ABL Lender, the Term Lenders and the Term DIP 

Lenders, 
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(b) the priorities of the Term Lenders' DIP Charge, the ABL Lender's DIP Charge and 

the Liens granted to the Term Secured Parties and the ABL Secured Parties (each as 

defined in the Intercreditor Agreement), and 

(c) the enforcement rights of the Term DIP Lenders, the ABL Secured Parties and the 

Term Secured Parties, 

the ABL Lender's DIP Charge and the Term Lenders' DIP Charge, and the obligations secured 

by those charges, shall be treated in a manner consistent with Liens granted to, and obligations 

owing to, the ABL Secured Parties and the Terra Secured Parties, respectively for the puiposes 

of the Intercreditor Agreement. 

55. THIS COURT ORDERS AND DECLARES that each of the ABL Lender and the Term 

Lenders shall be treated as unaffected in any plan of arrangement or compromise filed by the 

Applicant under the CCAA, or any proposal filed by the Applicant under the BIA, with respect 

to any obligations outstanding as of the date of this Order or arising hereafter under (i) the ABL 

Credit Agreement or the ABL DIP Forbearance Agreement, and (ii) the Existing Credit 

Agreement or the Term Forbearance Agreement, respectively. 

56. THIS COURT ORDERS AND DECLARES that the payments made by the Applicant 

pursuant to this Order, the ABL Credit Agreement, the ABL DIP Forbearance Agreement, the 

Blocked Account Agreements or the Term Forbearance Agreement, and the granting of the ABL 

Lender's DIP Charge, do not and will not constitute preferences, fraudulent conveyances, 

transfers at undervalue, oppressive conduct, or other challengeable or voidable transactions 

under any applicable law. 

VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER 

57. THIS COURT ORDERS that the priorities of the Directors' Charge, the Administration 

Charge, the Term Lenders' DIP Charge, the ABL Lender's DIP Charge and the KERP Charge 

and the Liens granted to the Term Secured Parties and the ABL Secured Parties over the 

Property so charged by them, as among them, shall be as follows: 

(a) With respect to the ABL Priority Collateral: 
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First - Administration Charge; 

Second - ABL Lender's DIP Charge; 

Third - Liens granted to the ABL Secured Parties; 

Fourth-Term Lenders' DIP Charge; 

Fifth - Liens granted to the Term Secured Parties; 

Sixth - KERP Charge; and 

Seventh - Directors' Charge. 

(b) With respect to the Term Priority Collateral: 

First - Administration Charge; 

Second - Term Lenders' DIP Charge; 

Third - Liens granted to the Term Secured Parties; 

Fourth - ABL Lender's DIP Charge; 

Fifth - Liens granted to the ABL Secured Parties; 

Sixth - KERP Charge; and 

Seventh - Directors' Charge. 

58. THIS COURT ORDERS that the filing, registration or perfection of the Directors' 

Charge, the Administration Charge, the Term Lenders' DIP Charge, the ABL Lender's DIP 

Charge or the KERP Charge (collectively, the "Charges") shall not be required, and that the 

Charges shall be valid and enforceable for all purposes, including as against any right, title or 

interest filed, registered, recorded or perfected subsequent to the Charges coming into existence, 

notwithstanding any such failure to file, register, record or perfect. 

59. THIS COURT ORDERS that each of the Charges (all as constituted and defined herein) 

shall constitute a charge on the Property so charged by them and, subject to the provisions of the 
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Intercreditor Agreement, such Charges shall rank (except as expressly provided herein) in 

priority to all other security interests, trusts, liens, charges and encumbrances, claims of secured 

creditors, statutory or otherwise (collectively, "Encumbrances") in favour of any Person, other 

than (subject to further Order of the Court) validly perfected and enforceable security interests, if 

any, in favour of Xerox Canada Ltd. (File No. 675686367), and Canadian Dealer Lease Services 

Inc. and Bank of Nova Scotia-DLAC (File No. 719663706), in each case under the Personal 

Property Security Registry (Ontario)). 

60. THIS COURT ORDERS that except as otherwise expressly provided for herein or in the 

Intercreditor Agreement, or as may be approved by this Court, the Applicant shall not grant any 

Encumbrances over any Property that rank in priority to, or pari passu with, any of the Charges, 

unless the Applicant also obtains the prior written consent of the Monitor, the Lenders, and the 

beneficiaries of the Directors' Charge, the Administration Charge and the KERP Charge, or 

further Order of this Court. 

61. THIS COURT ORDERS that the Charges, the DIP Agreement, the Term DIP Credit 

Documents and the Forbearance Agreements shall not be rendered invalid or unenforceable and 

the rights and remedies of the chargées entitled to the benefit of the Charges (collectively, the 

"Chargées") and/or the Term DIP Lenders or the ABL Lender thereunder shall not otherwise be 

limited or impaired in any way by (a) the pendency of these proceedings and the declarations of 

insolvency made herein; (b) any application(s) for bankruptcy order(s) issued pursuant to the 

BIA, or any bankruptcy order made pursuant to such applications; (c) the filing of any 

assignments for the general benefit of creditors made pursuant to the BIA; (d) the provisions of 

any federal or provincial statutes; or (e) any negative covenants, prohibitions or other similar 

provisions with respect to borrowings, incurring debt or the creation of Encumbrances, contained 

in any existing loan documents, lease, sublease, offer to lease or other agreement (collectively, 

an "Agreement") which binds the Applicant, and notwithstanding any provision to the contrary 

in any Agreement: 

(a) neither the creation of the Charges nor the execution, delivery, perfection, registration 

or performance of the DIP Agreement, the Term DIP Credit Documents or the 

Forbearance Agreements shall create or be deemed to constitute a breach by the 

Applicant of any Agreement to which it is a party; and 
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(b) none of the Chargées shall have any liability to any Person whatsoever as a result of 

any breach of any Agreement caused by or resulting from the Applicant entering into 

the DIP Agreement, the Term DIP Credit Documents or the Forbearance Agreements 

or the creation of the Charges or the execution, delivery or performance of such 

documents. 

62. THIS COURT ORDERS that any Charge created by this Order over leases of real 

property in Canada shall only be a Charge in the Applicant's interest in such real property leases. 

SERVICE AND NOTICE 

63. THIS COURT ORDERS that the Monitor shall (i) without delay, publish in The Globe 

and Mail (National Edition; English) a notice containing the information prescribed under the 

CCAA, (ii) within five days after the date of this Order, (A) make this Order publicly available 

in the manner prescribed under the CCAA, (B) send, in the prescribed manner, a notice to every 

known creditor who has a claim against the Applicant of more than $1000, and (C) prepare a list 

showing the names and addresses of those creditors and the estimated amounts of those claims, 

and make it publicly available in the prescribed manner, all in accordance with Section 23(l)(a) 

of the CCAA and the regulations made thereunder. 

64. THIS COURT ORDERS that the E-Service Protocol of the Commercial List (the 

"Protocol") is approved and adopted by reference herein and, in this proceeding, the service of 

documents made in accordance with the Protocol (which can be found on the Commercial List 

website at http://www.ontariocouits.ca/sci/practice/practice-directions/toronto/eservice-

mmmercialAi shall be valid and effective service. Subject to Rule 17.05 this Order shall 

constitute an order for substituted service pursuant to Rule 16.04 of the Rules of Civil Procedure. 

Subject to Rule 3.01 (d) of the Rules of Civil Procedure and paragraph 21 of the Protocol, service 

of documents in accordance with the Protocol will be effective on transmission. This Court 

frirther orders that a Case Website shall be established in accordance with the Protocol with the 

following URL: https://www.richter.ca/en/folder/insolvencv-cases/g/grafron-fraser-inc 

65. THIS COURT ORDERS that if the service or distribution of documents in accordance 

with the Protocol is not practicable, the Applicant and the Monitor are at liberty to serve or 

distribute this Order, any other materials and orders in these proceedings, any notices or other 
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correspondence, by forwarding true copies thereof by prepaid ordinary mail, courier, personal 

delivery or facsimile transmission to the Applicant, the Monitor, the Applicant's creditors or 

other interested parties at their respective addresses as last shown on the records of the Applicant 

and that any such service or distribution by courier, personal delivery or facsimile transmission 

shall be deemed to be received on the next business day following the date of forwarding thereof, 

or if sent by ordinary mail, on the third business day after mailing, 

GENERAL 

66. THIS COURT ORDERS that the Applicant or the Monitor may from time to time apply 

to this Court for advice and directions in the discharge of its powers and duties hereunder. 

67. THIS COURT ORDERS that nothing in this Order shall prevent the Monitor from acting 

as an interim receiver, a receiver, a receiver and manager, or a trustee in bankruptcy of the 

Applicant, the Business or the Property. 

68.  THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal, 

regulatory or administrative body having jurisdiction in Canada or in the United States, to give 

effect to this Order and to assist the Applicant, the Monitor and their respective agents in 

carrying out the terms of this Order. All courts, tribunals, regulatory and administrative bodies 

are hereby respectfully requested to make such orders and to provide such assistance to the 

Applicant and to the Monitor, as an officer of this Court, as may be necessary or desirable to give 

effect to this Order, to grant representative status to the Monitor in any foreign proceeding, or to 

assist the Applicant and the Monitor and their respective agents in carrying out the terms of this 

Order. 

69. THIS COURT ORDERS that each of the Applicant and the Monitor be at liberty and is 

hereby authorized and empowered to apply to any court, tribunal, regulatory or administrative 

body, wherever located, for the recognition of this Order and for assistance in carrying out the 

terms of this Order, and that the Monitor is authorized and empowered to act as a representative 

in respect of the within proceedings for the purpose of having these proceedings recognized in a 

jurisdiction outside Canada. 

70. THIS COURT ORDERS that any interested party (including the Applicant and the 

Monitor) may apply to this Court to vary or amend this Order on not less than seven (7) days' 
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notice to any other party or parties likely to be affected by the order sought or upon such other 

notice, if any, as this Court may order; provided, however, that the Term DIP Lenders and the 

ABL Lender shall be entitled to rely on this Order as issued for all advances made and payments 

received under the DIP Agreement, the ABL Credit Agreement or the ABL DIP Forbearance 

Agreement up to and including the date this order may be varied or amended. 

71. THIS COURT ORDERS that this Order and all of its provisions are effective as of 

12:01 a.m. Eastern Standard/Daylight Time on the date of this Order. 
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Court File No. 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

THE HONOURABLE ) WRKDAYWEDNKSDAY. THE # 

) 
JUSTICE HATNKY ^ 25£ 

DAY OF MONTHJANUARY, 5QYR2017 

IN THE MATTER OF THE COMPANIES' CREDITORS 
ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED 

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF 
fAPPTJCANT'S NAMFO-GRAFTON-FR ASER INC. 

(the "IfApplicant-") 

INITIAL ORDER 

THIS APPLICATION, made by the Applicant, pursuant to the Companies' Creditors 

Arrangement Act, R.S.C. 1985, c. C-36, as amended (the "CCAA") was heard this day at 330 

University Avenue, Toronto, Ontario. 

ON READING the affidavit of [NAMEj-Mark Sun sworn |"DATE]Januarv 25. 2017 and 

the Exhibits thereto Tthe "Sun Affidavif'V the report of Richter Advisnrv Group Inc. P'Richter'A 

as the proposed monitor dated January 25. 2017 Tthe "Pre-Filiup Reporf A. and on being advised 

that the secured creditors who are likely to be affected by the charges created herein were given 

notice, and on hearing the submissions of counsel for [NAMES], no one appearing for [NAME]"*" 

the Applicant, r.oimse] for Riehter, in its capacity as the proposed monitor ("the "Mnnitor'A of the 

Applicant in these CCAA proceedings, counsel for the directors of the Applicant, counsel for 

maybograntod. Soo, for example, CCAA Sections 11.2(1), 11.3(1), ll.'l(l), 11.51(1), 11.52(1), 32(1), 32(3), 33(2 
)-and 36(2); 
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Canadian fmpenal Rank of Commerce T'CTBC"'). counsel fnrGSO Capita] Partners f,P (""GSO""! 

and such other parties as were present, nn one else appearing although duly served as appears 

firom the affidavit of service of [MAMEJTrene Artuso sworn FDATKIJanuarv 25. 2017. filed, and 

on reading the consent of [MONITOR'S NANfEjEichter to act as the Monitor— 

SERVICE 

1. THIS COURT ORDERS that the time for service of the Notice of Application and the 

Application Record is hereby abridged and validated^ so that this Application is properly 

returnable today and hereby dispenses with further service thereof. 

APPLICATION 

2. THIS COURT ORDERS AND DECLARES that the Applicant is a company to which the 

CCAA applies. 

PLAN OF ARRANGEMENT 

3. THIS COURT ORDERS that the Applicant shall have the authority to file and may, 

subject to further order of this Court, file with this Court a plan of compromise or arrangement 

(hereinafter referred to as the "Plan"). 

POSSESSION OF PROPERTY AND OPERATIONS 

4. THIS COURT ORDERS that the Applicant shall remain in possession and control of its 

current and future assets, undertakings and properties of every nature and kind whatsoever, and 

wherever situate including all proceeds thereof (the "Property"). Subject to further Order of this 

Court, the Applicant shall continue to carry on business in a manner consistent with the 

preservation of its business (the "Business") and Property. The Applicant is authorized and 

empowered to continue to retain and employ the employees, consultants, agents, experts, 

accormtants, counsel and such other persons (collectively "Assistants") currently retained or 

employed by it, with liberty to retain such further Assistants as it deems reasonably necessary or 

desirable in the ordinary course of business or for the carrying out of the terms of this Order, 

validating iirogular soivico is rcquirod pursuant to Rule 16.08 of tho Riiks of Cml Procedure and ma}' be granted 
in appropriate oiFeumstances: 
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5. [THIS COURT ORDERS that the Applicant shall be entitled to continue to utilize the 

central cash management system^ currently in place, in ancordance with the DTP Apreement and 

the ABL DIP Forbearance Agreement feach as hereinafter definedV as described in the Sun 

Affidavit-e^P'lAMEl-Bvom [DATE] or replace it with another substantially similar central cash 

management system (the "Cash Management System") and that any present or future bank 

providing the Cash Management System shall not be under any obligation whatsoever to inquire 

into the propriety, validity or legality of any transfer, payment, collection or other action taken 

under the Cash Management System, or as to the use or application by the Applicant of funds 

transferred, paid, collected or otherwise dealt with in the Cash Management System, shall be 

entitled to provide the Cash Management System without any liability in respect thereof to any 

Person (as hereinafter defined) other than the Applicant, pursuant to the terms of the 

documentation applicable to the Cash Management System, and shall be, in its capacity as 

provider of the Cash Management System, an unaffected creditor under the Plan with regard to 

any claims or expenses it may suffer or incur in cormection with the provision of the Cash 

Management System.]-

6. THIS COURT ORDERS that, subject to the teims of the DTP Agreement and the 

Forbearance. Agreements (as hereinafter definedt that require the Applicant to complv with the 

Approved Cash Flow tas defined in the DTP Agreement and in the Forbearance Agreements^ the 

Applicant shall be entitled but not required to pay the following expenses whether incurred prior 

to or after this Order: 

(a) all outstanding and future wages, salaries, employee and pension benefits, vacation 

pay and expenses payable on or after the date of this Order, in each case incurred in 

the ordinary course of business and consistent with existing compensation policies 

and arranpcmentsr-affd inchiding anv and all cheques for such ernplovee obligations 

which have been issued, hut not cleared prior to the date of this Order: 

(b) the fees and disbursements of any Assistants retained or employed by the Applicant in 

respect of these proceedings, at their standard rates and chargesT: and 

ofton opomto in a mamor that consolidâtes tho cash of applicant companios. Specific attention should be paid to 
cross border and intor company transfors of cash. 
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{ç} amounts owin̂  to vendors determined bv the Applicant to be necessary in ordftr to 

ensure an uninterrupted supply of goods and/or services to the Applicant that are 

material to the continued operation of the Business, provided that such payments shall 

not exceed an aggregate amount of 5;i million and are approved in advance hv the 

7. THIS COURT ORDERS that, except as otherwise provided to the contrary herein and 

suhier.t to the terms of the DTP Agreement and the Forhearance Agreements that renuire the 

Applicant to comnlv with the Approved Cash Flow, the Applicant shall be entitled but not 

required to pay all reasonable expenses incurred by the Applicant in carrying on the Business in 

the ordinary course after this Order, and in carrying out the provisions of this Order, which 

expenses shall, siibiect to the Approved Cash Flow, include, without limitation: 

(a) all expenses and capital expenditures reasonably necessary for the preservation of the 

Property or the Business including, without limitation, payments on account of 

insurance (including directors and officers insurance), maintenance and security 

services; and 

(b) payment for goods or services actually supplied ^including royalties under license 

acrreemeuts relating to the sale of branded iuventorvl to the Applicant following the 

date of this Order. 

8. THIS COURT ORDERS that the Applicant shall remit, in accordance with legal 

requirements, or pay: 

(a) any statutory deemed trust amounts in favour of the Crown in right of Canada or of 

any Province thereof or any other taxation authority which are required to be deducted 

from employees' wages, including, without limitation, amounts in respect of (i) 

employment insurance, (ii) Canada Pension Plan, (iii) Quebec Pension Plan, and (iv) 

income taxes; 

(b) all goods and services or other applicable sales taxes (collectively, "Sales Taxes") 

required to be remitted by the Applicant in connection with the sale of goods and 

services by the Applicant, but only where such Sales Taxes are accrued or collected 
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after the date of this Order, or where such Sales Taxes were accrued or collected prior 

to the date of this Order but not required to be remitted until on or after the date of 

this Order, and 

(c) any amount payable to the Crown in right of Canada or of any Province thereof or any 

political subdivision thereof or any other taxation authority in respect of municipal 

realty, municipal business or other taxes, assessments or levies of any nature or kind 

which are entitled at law to be paid in priority to claims of secured creditors and 

which are attributable to or in respect of the carrying on of the Business by the 

Applicant. 

9. THIS COURT ORDERS that the Applicant is herehv authorized to transfer to an account 

of the Monitor, nn a weeklv basis, in advance, such arnoiint as the Applicant Heten-nines. in 

consultation with the Monitor, is appropriate and required to remit or pav nroiected Sales Taxes 

relafinp to the sale of goods and seivices hv the Applicant in such week in accordance with 

applicable law, and the Monitor is herehv authorized to hold such hinds and transfer such funds 

to the Applicant for remittance or pavment bv the Applicant of such Sales Taxes as required 

portion of such hinds to the Applicant as a result of the Applicant having transferred more than is 

appropriate or required to nav or remit Sales Taxes as aforesaid, the funds so returned shall form 

part of the Property. 

10. THIS COURT ORDERS that until a real property lease is disclaimed [or rcsiliatcd]'^ in 

accordance with the CCAA, the Applicant shall pay all amounts constituting rent or payable as 

rent under real property leases (including, for greater certainty, common area maintenance 

charges, utilities and realty taxes and any other amounts payable to the landlord under the lease) 

or as otherwise may be negotiated between the Applicant and the landlord from time to time 

("Rent"), for the period commencing from and including the date of this Order, twice- monthly 

in equal payments on the first and fifteenth day of each month, in advance (but not in arrears). 

On the date of the first of such payments, any Rent relating to the period commencing from and 

including the date of this Order shall also be paid. 

removed; 

233314 nnnQ2/04A^4aO-|.Q4SQ1529.15 



n, -i^THIS COURT ORDERS that, except as 

in the DTP Agreement and the Forbearance Agreements, the Applicant is hereby directed, until 

further Order of this Court: (a) to make no payments of principal, interest thereon or otherwise on 

account of amounts owing by the Applicant to any of its creditors as of this date; (b) to grant no 

security interests, trust, liens, charges or encumbrances upon or in respect of any of its Property; 

and (c) to not grant credit or incur liabilities except in the ordinary course of the Business. 

RESTRUCTUIilNG 

12, 14t-THIS court orders that the Applicant shall, subject to such requirements as are 

hereinafter defined), have the right to: 

Caà subject to obtaining the nrior written consent nf the Term DTP T.enders pursuant to the 

DTP Agreement and Term DTP Forbearance Agreement Teach as defined below'^ and 

the ART, Apeut and AfTT. T.ender pursuant to the AT^T. Forbearance Agreement Tas 

defined belnwV unless otherwise penuitted bv the provisions nf the DTP Agreement 

and Term DIP Forbearance Agreement or bv fiirther Order of the Court: 

(1) pennanenlTv or temnorariiv cease, downsiye or shut down nnv of its 

business or operations: and 

of redundant or non-material assets 

not exceeding S.ono in any one transaction or 5>-»75.000 in the 

aggregate}®L 

subject tn such applicable covenants as mav be contained in the DTP Agreement, the 

Term DTP Credit Documents fas defined belowT. or the Forbearance Agreements, as 

applicable: 

Q (b^-fterminate the employment of such of its employees or temporarily lay 

off such of its employees as it deems appropriate}; and 

^ Soction 36 of tho ainondod CCAA does notnoom to contomplatG a pro approved povvorto soil (soo subsection 
36(3)) and moreover roquiroo notice (Giibsoction 36(2)) and evidonoo (Giibaoction 36(7)) that may not have 
occiin-ed or bo available at tliQ initial CCAA hearing. 
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(e)-pursue all avenues of refinancing of its Business or Property, in whole 

or ia^part, subject to prior approval of this Court being obtained before any 

material refinancing^; 

all of the foregoing to permit the Applicant to proceed with an orderly restructuring of the 

Business (the "Restructuring"). 

4^THIS COURT ORDERS that the Applicant shall provide each of the relevant 

landlords with notice of the Applicant's intention to remove any fixtures from any leased 

premises at least seven (7) days prior to the date of the intended removal. The relevant landlord 

shall be entitled to have a representative present in the leased premises to observe such removal 

and, if the landlord disputes the Applicant's entitlement to remove any such fixture under the 

provisions of the lease, such fixture shall remain on the premises and shall be dealt with as 

agreed between any applicable secured creditors, such landlord and the Applicant, or by further 

Order of this Court upon application by the Applicant on at least two (2) days^ notice to such 

landlord and any such secured creditors. If the Applicant disclaims [or résiliâtes] the lease 

governing such leased premises in accordance with Section 32 of the CCAA, it shall not be 

required to pay Rent under such lease pending resolution of any such dispute (other than Rent 

payable for the notice period provided for in Section 32(5) of the CCAA), and the disclaimer-fe-F-

rcsilintion] of the lease shall be without prejudice to the Applicant's claim to the fixtures in 

dispute. 

1,4. -tr^THIS COURT ORDERS that if a notice of disclaimer [or résiliation] is delivered 

pursuant to Section 32 of the CCAA, then (a) during the notice period prior to the effective time 

of the disclaimer [or résiliation], the landlord may show the affected leased premises to 

prospective tenants during normal business hours, on giving the Applicant and the Monitor 24 

hours' prior written notice, and (b) at the effective time of the disclaimer [or résiliation}, the 

relevant landlord shall be entitled to take possession of any such leased premises without waiver 

of or prejudice to any claims or rights such landlord may have against the Applicant in respect of 

such lease or leased premises, provided that nothing herein shall relieve such landlord of its 

obligation to mitigate any damages claimed in connection therewith. 
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NO PROCEEDINGS AGAINST THE APPLICANT OR THE PROPERTY 

15. 14r-THIS COURT ORDERS that, subject to paragraph 16rv"^ hereof, until and including 

[DATE—MAX. 30 DAYS].Februarv 2'^. 2017. or such later date as this Court may order (the 

"Stay Period"), no proceeding or enforcement process in any court or tribunal (each, a 

"Proceeding") shall be commenced or continued against or in respect of the Applicant or the 

Monitor, or affecting the Business or the Property, except with the written consent of the 

Applicant and the Monitor, or with leave of this Court, and any and all Proceedings currently 

under way against or in respect of the Applicant or affecting the Business or the Property are 

hereby stayed and suspended pending further Order of this Court. 

NO EXERCISE OF lUGHTS OR REMEDIES 

lA 15^THIS COURT ORDERS that during the Stay Period, all rights and remedies of any 

individual, firm, corporation, governmental body or agency, or any other entities (all of the 

foregoing, collectively being "Persons" and each being a "Person") against or in respect of the 

Applicant or the Monitor, or affecting the Business or the Property, are hereby stayed and 

suspended except with the written consent of the Applicant and the Monitor, or leave of this 

Court, provided that nothing in this Order shall (i) empower the Applicant to cany on any 

business which the Applicant is not lawfully entitled to carry on, (ii) affect such investigations, 

actions, suits or proceedings by a regulatory body as are permitted by Section 11.1 of the CCAA, 

(iii) prevent the filing of any registration to preserve or perfect a security interest, ^(iv) prevent 

the registration of a claim for lieu, or M subject to paragraphs 4'^. 52 and 53 hereof, prevent the 

T.enHers fas hereinafter defined') from exercising anv rights or remedies in accordance with the 

DTP Atrreement or their resnective Forbearance Agreements. 

NO INTERFERENCE WITH RIGHTS 

L7. iér-THIS COURT ORDERS that during the Stay Period, no Person shall discontinue, fail 

to honour, alter, interfere with, repudiate, terminate or cease to perform any right, renewal right, 

contract, agreement, licence or permit in favour of or held by the Applicant, except with the 

written consent of the Applicant and the Monitor, or leave of this Court. 



CONTINUATION OF SERVICES 

18u ITr-THIS COURT ORDERS that during the Stay Period, all Persons having oral or 

written agreements with the Applicant or statutory or regulatory mandates for the supply of goods 

and/or services, including without limitation all computer software, intp.ller.fiial property licenses. 

communication and other data services, centralized banking services, payroll services, insurance, 

transportation services, utility or other services to the Business or the Applicant, are hereby 

restrained until further Order of this Court from discontinuing, altering, interfering with or 

terminating the supply of such goods or services as may be required by the Applicant, and that 

the Applicant shall be entitled to the continued use of its current premises, telephone numbers, 

facsimile numbers, internet addresses-cmd» domain names, trademarks and trade names, provided 

in each case that the normal prices or charges for all such goods or services received after the 

date of this Order are paid by the Applicant in accordance with normal payment practices of the 

Applicant or such other practices as may be agreed upon by the supplier or service provider and 

each of the Applicant and the Monitor, or as may be ordered by this Court. 

NON-DEROGATION OF RIGHTS 

19- 4-S^THIS COURT ORDERS that, notwithstanding anything else in this Order, no Person 

shall be prohibited from requiring immediate payment for goods, services, use of leaseleased or 

licensed property or other valuable consideration provided on or after the date of this Order, nor 

shall any Person be under any obligation on or after the date of this Order to advance or 

re-advance any monies or otherwise extend any credit to the Applicant. Nothing in this Order 

shall derogate from the rights conferred and obligations imposed by the CCAA.^ 

PROCEEDINGS AGAINST DIRECTORS AND OFFICERS 

?.(]. 4^THIS COURT ORDERS that dming the Stay Period, and except as permitted by 

subsection 11.03(2) of the CCAA, no Proceeding may be commenced or continued against any of 

the former, current or future directors or officers of the Applicant with respect to any claim 

against the directors or officers that arose before the date hereof and that relates to any 

obligations of the Applicant whereby the directors or officers are alleged under any law to be 

number of actions or steps cannot bo stayed, or tho slay'js subject to cortam limits and rosti-ictions. Sec, for 
example, CCAA Sections 11.01, 11.01, n.06J 1.07, 11.08, 11.1(2) and 11.5(1). 
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liable in their capacity as directors or officers of the Applicant for the payment or performance of 

such obligations, until a compromise or arrangement in respect of the Applicant, if one is filed, is 

sanctioned by this Court or is refused by the creditors of the Applicant or this Court. 

DIRECTORS' AND OFFICERS' INDEMNIFICATION AND CHARGE 

2L 3ôr-THIS COURT ORDERS that the Applicant shall indemnify its directors and officers 

against obligations and liabilities that they may incxir as directors or officers of the Applicant 

after the commencement of the within proceedings,' except to the extent that, with respect to any 

officer or director, the obligation or liability was incurred as a result of the director's or officer's 

gross negligence or wilful misconduct. 

22. 3Tt-THIS court ORDERS that the directors and officers of the Applicant shall be 

entitled to the benefit of and are hereby granted a charge (the "Directors' Charge")^ on the 

Property, which charge shall not exceed an aggregate amount of S-#-r800.QQ0 as security for the 

indemnity provided in paragraph {20}21 of this Order. The Directors' Charge shall have the 

priority set out in paragraphs and {40}^ herein. 

22. S3r-THIS COURT ORDERS that, notwithstanding any language in any applicable 

insurance policy to the contrary, (a) no insurer shall be entitled to be subrogated to or claim the 

benefit of the Directors' Charge, and (b) the Applicant's directors and officers shall only be 

entitled to the benefit of the Directors' Charge to the extent that they do not have coverage under 

any directors' and officers' insurance policy, or to the extent that such coverage is insufficient to 

pay amounts indemnified in accordance with paragraph of this Order. 

2.4 THIS COURT ORDERS and directs the Applicant to deposit with the Monitor, in trust. 

the sum nf .S772.SQ7 fthe "Directors' Escrow"V which fimds shall beheld hvthe Monitor in 

tnist and stand as collateral for the indemnitv cnntemplated in paragraph 21 hereof and subject to 

nf the Direetnrs' Charge twhich consent mav be communicated bv counsel to the directors'^ or 

upon fiirther Order of the Court made on notice to the Monitor and cmin.sel to the directors: 

disci-etionaiy matters that should bo addrosscd with the Couit. 

Applicant could obtain cidoquato indomnification insuranco for the diroctor or officer at a reasonable cost. 
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provided the indemnification ohliaations in respftc.f of which the Dirftr.fnrs' F,5îcrnw stands as 

collateral shall he limited to those relating to statutory obligations and liabilities of the directors 

laragraph 57 hereof, the 

Directors' Charge shall rank in priority to all other Charpes and F.nciimhrances over the 

Directors' Escrow. 

APPOINTMENT OF MONITOR 

pursuant to the CCAA as the Monitor, an officer of this Court, to monitor the business and 

financial affairs of the Applicant with the powers and obligations set out in the CCAA or set 

forth herein and that the Applicant and its shareholders, officers, directors, and Assistants shall 

advise the Monitor of all material steps taken by the Applicant pursuant to this Order, and shall 

co-operate fully with the Monitor in the exercise of its powers and discharge of its obligations 

and provide the Monitor with the assistance that is necessary to enable the Monitor to adequately 

carry out the Monitor's functions. 

9.6. 34r-THIS COURT ORDERS that the Monitor, in addition to its prescribed rights and 

obligations under the CCAA, is hereby directed and empowered to: 

(a) monitor the Applicant's receipts and disbursements; 

(b) report to this Court at such times and intervals as the Monitor may deem appropriate 

with respect to matters relating to the Property, the Business, and such other matters 

as may be relevant to the proceedings herein; 

(c) assist the Applicant, to the extent required by the Applicant, in its disseminatiom to 

of financial and other information as agreed to between the Applicant and the-

Dtfteach Lender which may be used in these proceedings including reporting on a 

(d) advise the Applicant in its preparation of the Applicant's cash flow statements and 

with the Monitor and delivered to the 
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required pursuant tn the DIP t^efiderAgreernent and the Forbearance ApreementS' 

(e) advise the Applicant in its development of the Plan and any amendments to the Plan; 

(f) assist the Applicant, to the extent required by the Applicant, with the holding and 

administering of creditors' or shareholders' meetings for voting on the Plan; 

(g) have full and complete access to the Property, including the premises, books, records, 

data, including data in electronic form, and other financial documents of the 

Applicant, to the extent that is necessary to adequately assess the Applicant's business 

and financial affairs or to perform its duties arising under this Order; 

(h) be at liberty to engage independent legal counsel or such other persons as the Monitor 

deems necessary or advisable respecting the exercise of its powers and performance 

of its obligations under this Order; and 

(i) perform such other duties as are required by this Order or by this Court from time to 

time. 

27. SSt-THIS COURT ORDERS that the Monitor shall not take possession of the Property 

and shall take no part whatsoever in the management or supervision of the management of the 

Business and shall not, by fulfilling its obligations hereunder, be deemed to have taken or 

maintained possession or control of the Business or Property, or any part thereof. 

28. Sér-THIS COURT ORDERS that nothing herein contained shall require the Monitor to 

occupy or to take control, care, charge, possession or management (separately and/or collectively, 

"Possession") of any of the Property that might be environmentally contaminated, might be a 

pollutant or a contaminant, or might cause or contribute to a spill, discharge, release or deposit of 

a substance contrary to any federal, provincial or other law respecting the protection, 

conservation, enhancement, remediation or rehabilitation of the environment or relating to the 

disposal of waste or other contamination including, without limitation, the Canadian 

Environmental Protection Act, the Ontario Environmental Protection Act, the Ontario Water 

Resources Act, or the Ontario Occupational Health and Safety Act and similar legislation in other 

provinces and fftrritories. and regulations thereunder (the "Environmental Legislation"), 



- n -

provided however that nothing herein shall exempt the Monitor firom any duty to report or make 

disclosure imposed by applicable Environmental Legislation. The Monitor shall not, as a result 

of this Order or anything done in pursuance of the Monitor's duties and powers under this Order, 

be deemed to be in Possession of any of the Property within the meaning of any Environmental 

Legislation, unless it is actually in possession. 

22. 2?^THIS COLFRT ORDERS that that the Monitor shall provide any creditor of the 

Applicant and the DIP LenderLenders with information provided by the Applicant in response to 

reasonable requests for information made in writing by such creditor addressed to the Monitor. 

The Monitor shall not have any responsibility or liability with respect to the information 

disseminated by it pursuant to this paragraph. In the case of information that the Monitor has 

been advised by the Applicant is confidential, the Monitor shall not provide such information to 

creditors unless otherwise directed by this Court or on such terms as the Monitor and the 

Applicant may agree. 

3Û, 2Sr-THIS COURT ORDERS that, in addition to the rights and protections afforded the 

Monitor under the CCAA or as an officer of this Court, the Monitor shall incur no liability or 

obligation as a result of its appointment or the carrying out of the provisions of this Order, save 

and except for any gross negligence or wilful misconduct on its part. Nothing in this Order shall 

derogate from the protections afforded the Monitor by the CCAA or any applicable legislation. 

'^1. 29^THIS COURT ORDERS that the Monitor, counsel to the Monitor, counsel to the 

Applicant, and cotmsel to the director.^ of the Applicant shall be paid their reasonable fees and 

disbursements, in each case at their standard rates and charges, whether incurred prior to or after 

the Hate of this Order, hv the Applicant as part of the costs of these proceedings, snhject to anv 

?^ssessment hv the Court. The Applicant is hereby authorized and directed to pay the accounts of 

the Monitor, counsel letla the Monitor, counsel to the Applicant, and counsel ferto the directors 

ûf the Applicant on a [TTA^, DJTKRVAT.] basir.weeklv basis or on such other basis agreed hv the 

Applicant and the applicable pavee and, in addition, the Applicant is hereby authorized, nunc pro 

tunc, to pay to the Monitor, counsel to the Monitor, and counsel to the Applicant, and counsel to 

the directors of the Applicant retainers in the nmoiint[s] of .11-»-{^amounts of ,'5100.000. .S50.0QQ. 

5;in0.000 and !i;25.0QQ. respectively,} to be held by them as security for payment of their 

respective fees and disbursements outstanding fi:om time to time^ 
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32. ^Ô^THIS COURT ORDERS that the Monitor and its legal counsel shall pass their 

accounts from time to time, and for this purpose the accounts of the Monitor and its legal counsel 

are hereby referred to a judge of the Commercial List of the Ontario Superior Court of Justice. 

11. IL-THIS COURT ORDERS that the Monitor, counsel to the Monitor, if any, and the 

Applicant's counsel, and counsel for the directors of the Applicant shall be entitled to the benefit 

of and are hereby granted a charge (the "Administration Charge") on the Property, which 

charge shall not exceed an aggregate amount of S^t-SOO.OOO. as security for their professional 

fees and disbursements incurred at the standard rates and charges of the Monitor and such 

counsel, both before and after the making of this Order in respect of these proceedings. The 

Administration Charge shall have the priority set out in paragraphs -pSj-S? and J40}59 hereof. 

KEY KMPT OVEE RKTENTÏON PAYMENTS 

14. THIS COURT ORDERS that the kev emnlovee retention pavments r'KERPs"J offered 

hv the Annlicant to certain of its remaining employees and executive officers, as set ont and 

described in the Sun Affidavit, be and are hereby approved, and the Anplicant he and is hereby 

anthnrized and empowered to make the KERPs in accordance with the terms set ont in the Sun 

^ THT?^ COURT ORDERS that the employees of the Applicant who are the beneficiary of 

the KERPs shall he entitled to the benefit of and are hereby granted a charge i'the "KERP 

rharge"1 on the Property, which charge shall not exceed an aggregate amount of $190.000. as 

security for the Annlicant's obligations in respect of the KERPs. The KKRP Charge shall have 

SECONn T.EASE CONSTIT TTNC AGREEMENT 

THIS COURT ORDEPS that the execution, delivery, entry into, compliance with, and 

performance hv the Applicant of the Second T.ease Cnnsultinp Agreement tas defined in the Sun 

Affidavit^ he and is hereby authnri7.ed and approved. 

Affidavit. 

DIP 
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32^ 35t-THIS court orders that the Applicant is hereby authorized and empowered to 

obtain and borrow under a credit facility from fDIP LENDER.'S UAhlEI tthc "DIP r.Bndp.r"the 

lenders that are parties to the DTP Apreement fas defined below'l tin such capacity, cnllectivelv 

referred to herein as the "Term "DTP Lenders"^ in order to finance the Applicant's working 

capital requirements and other general corporate purposes and capital expenditures, provided that 

borrowings under such credit facility shall not exceed million unless permitted by further 

Order of this Court. 

3Â. 33v-THIS COURT ORDERS THAT such credit facility shall be on the terms and subject 

dnted an nffDATF.I ftbe "Commitrnent T.etterDTP facility term sheet between the Applicant, the 

Term DTP T.enders. GSO. as administrative agent for itself and for the Term DTP T.enHers tin such 

capacity- tbfi "Term OTP Ap-ent"1 and Wilmington Tnisf. "Mational Association, as .servicing 

agent tthe "Term DTP Servicing Agenf'Y dated as of January 24. 2017 frhe "DTP 

Agreement"V filed. 

39. THÎS COURT ORDEPS THAT that the execution, delivery, entry into, compliance with. 

anH performance bv the Applicant of the DTP Agreement is herehv ratified and approved and the 

Applicant is hereby directed to comply with and perform the provisions of the DTP Agreement. 

4Û. 34^THIS COURT ORDERS that the Applicant is hereby authorized and empowered to 

execute and deliver the DIP Security, the Servicing Anent Fee Agreement teach as defined in the 

DIE__ 

^ the "1 

DTP Credit Documents"), as are or as 

pursuant to the terms thereof, and the Applicant is hereby authorized and directed to pay and 

perform all of its indebtedness, interest, fees, liabilities and obligations to the DIP LcnderXen 

DTP Agent tbe Term DTP T.enders and the Term DTP Servicing Agent under and pursuant to the 

DTP Credit Documents as and when 

the same become due and are to be performed, notwithstanding any other provision of this Order. 

41^ 3^THIS COURT OPDT?RS thnttlie DTP T.cnderthat. ns security for all of the obligations 

of the Applicant under or in connection with the DTP Facility las defined in the DIP Agreement! 
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the DTP Agreement and the other Term DTP Credit Documents from and after the date nf this 

Order, the Term DIP Agent on behalf of and for the benefit of itself, the Term DTP T .e.nders rtiH 

the Temi DTP Semcing Agent, shall be entitled to the benefit of and is hereby granted a charge 

(the "Term T.enders* DIP LenderV. Charge") on the Property, which DTP T.ender'.n Cexelndinp 

the ART. Prinritv Collateral to the extent of the ART. Obligatinns Teaeh as defined in the 

Intercreditor Agreement fas hereinafter defined'tV which Term T,enders' DTP Charge shall not 

secure an obligation that exists before this Order is made. The Term Lenders' DIP I.enderV, 

Charge shall have the priority set out in paragraphs {58}^ and {40}^ hereof. 

42. ^^TPÎIS COURT ORDERS that, notwithstanding any other provision of this OrderT 

(a) the Term DTP A vent on behalf nf and for the benefit nf itself, the 

T.enders and the Tenri DIP Servicing Agent, may take such steps from time 

to time as it may deem necessary or appropriate to file, register, record or perfect the 

Term T.enders' DIP T.cnder's Charge or any of the DefinitiveTerm DTP Credit 

Documentsti 

4S. THIS COURT ORDERS that, notwithstanding anv other provision of this Order, upon 

the occurrence of an event of default under the DTP Agreement, the Term DTP Ci 

or the Term T .enders* DTP Charge, or following the Maturity Date (as defined in the DTP 

T.enders mav: 

immediatelv cease making advances to the Applicant, provided that, if there are funds 

available under the DTP Agreement, the Term DTP T.enders shall, to the extent of the 

funds available onlv. fiind the payment bv the Applicant of 50% of the Priority 

Payables tas defined in the DTP Agreement hut, for greater certainty, excluding HST 

and all Sales Taxest for a period of not less than five t.St business davs following 

written notice to 

set off anH/or eonsolidate anv amounts owing bvthe Term DTP T.enders to the 

Applicant apainst the obligations of the Applicant to the Term DTP T,enders under the 

DTP Agreement, the Term DIP Credit Documents or the Term T,enders' 

and make demand, accelerate payment and mve other notices: and 
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DIP Lender'^ Charge, the DIP Lender, upon •not less than five. (5) business days^ 

written notice to the Applicant and the Monitor, mav. the Monitor and the ART. 

T.ender. snhiect to the ternis of the Intercreditor Agreement and paragraphs and 

54 of this Order, exercise any and all of itetheir rights and remedies against the 

Applicant or the Property (^other than the ART, Priority Collateral to the extent of tho 

or pursuant to the Commitment Letter. DefinitivGDTP 

the Term T>enders* DIP Lender^Q 

Charge, or the Personal Prnnertv Security fOniarm) or similflr legislation of anv 

other applicable jurisdiction, including without limitation, to ccaGO malcing advances-

to the Applicant and set off and/or consolidate any ainounts owing by tlio DIP Lender 

demand, accelerate payment and give otlior notices, or to apply to this Court for the 

appointment of a receiver, receiver and manager or interim receiver in respect of the 

Property (other than the ABT. Priority Collateral to the extent of the ABT> 

OhIigationsV or for a bankruptcy order against the Applicant and for the appointment 

of a trustee in bankruptcy of the Applicantt and the foregoing rights and remedies of 

the Ten-n DTP T.enders shall be enforceable against anv trustee in hankrnptcv. interim 

receiver, receiver or receiver and manager of tlie Applicant or the Propeilv tother than 

the ARL Prioritv Collateral to the extent of the ABT, ObligationsY 

(e) 

44 ^THIS COURT ORDERS AND DECLARES that the DTP T.enderTerm DTP Agent, the 

Term DTP Servicing Agent and the Term DIP T.enders shall be treated as unaffected in any plan 

of arrangement or compromise filed by the Applicant under the CCAA, or any proposal filed by 

the Applicant under the Bankruptcy and Insolvency Act of Canada (the "BIA"), with respect to 

any advances made under the DofinitiveDTP Agreement or the Term DIP Credit Documents. 
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45^ THIS COURT ORDERS AND DP.CT.ARES that the payments made hv the Ann1ir.pint 

pursuant to this Order, the DTP Agreemenf. the Term DTP Credit Docuînents. and the granting nf 

the Term T,ender's DTP Charpe. do not and will not constitute preferences, fraudulent 

conveyances, transfers at undervalue, oppressive conduct, or other challengeahle or vnidahle 

transactions under anv applicable law. 

R) FORREARANCKÂGREFMENTS 

46. THIS COTTT^T ORDKRS that the execution, delivery, entrv into, compliance with, and 

performance hv the Appifcant nf the following amended and restated forbearance agreements 

rtopether. the "l^orhearance A^reements"^ is herehv ratified and approved: 

( a )  t h e  Forbearance Agreement dated as of January 24. 2017 fthe "ABT. DTP 

Fnrhearance Agreement""! among the Applicant and 247^^304 Ontario Inc. r"247"V 

as borrowers, and CTT^C. as lender and as agent tin that capacity, the "ABL "Lender"V. 

and 

(10 the "Forbearance Agreement dated as of .Tanuarv 24, 2017 tthe "Term Forbearance 

Agreement"') among the Applicant, as borrower. 247. as guarantor, and the lenders 

that are parties to the Kxistinp Credit Agi'eement tas defined in the Term Forbearance 

ApreementV as lenders tin such capacity, collectivelv referred to herein as the "GSO 

T.enders"'). and GSO. as administrative agent for itself and the GSO I,enders tOSO 

together with the A"RT. T.ender. the Term DTP T.enders and the Term DTP Agent the 

and the Applicant is herehv directed to comply with and perform the provisions of tit the 

ART. niP Forbearance Agreement and the credit agreement dated as of February 12. 2016 hv and 

among- the Applicant and 247. as borrowers, and the ART. T.ender, as amended, including hv the 

"ART. Credit Agreement"V and TiiT the Term 

Agreement and the F.xisting Credit Agreement, as amended, inchiding hv the Term 

Forbearance Agreement. 
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THIS COURT ORDERS that the Applicant's mmpHanne. with and performance nf the 

"Rlncked Account Agreements Tas defined in the ABT. Credit Apreement^ from and after the date 

of this Initial Order, as reouired pursuant to Section 4,1.8 of the ART, DTP Forbearance 

Agreement, is hereby authorized and approved and the Applicant is hereby directed to comply 

with the provisions of the RIoeked Account Agreements m accordanee with the terms of the ART. 

DTP Forbearance Agreement. 

^ THIS COURT ORDKPS that the Applicant .'^hall be entitled, subiect to the terms of the 

ABL Credit Agreement and the ART. DTP Forbearance Agreement, to continue to obtain and 

borrow, repay Rnd re-horrow additional monies under the credit ffloilitv tthe "ABI. Ffleility"") 

from the ABi. T.ender pursuant to the ABT, Credit Agreement and the ABT. DIP Forbearance 

Agreement, in order to finance the Applicant'.s working capital requirements, provided that 

borrowings hv the Applicant under the ABt, Facility shaH not exceed the amounts contemplated 

in the ABT, DTP Forbearance Agreement. For greater certainty, the ABT, T.ender shall be entitled 

to apply receipts and deposits made to the Applicant's bank accounts, whether directly or 

pnrsiinnt to the Blocked Account Agreements, against the indebtedness of the Applicant to the 

ABf. T.ender in accordance with the ABT, Credit Agreement, the ABT, DTP Forbearance 

Agreement and the Riocked Aceoimt Agreements, whether such indebtedness arose before or 

after the date of this Initial Order. 

49. Tfrrs nOriPT orders that subject to the provisions of the Forbearance Am^ements. 

the Apnlieant is hereby authori7ed and directed to pav and perform all of Its indebtedness. 

interest, fees, liabilities and obligations to the T.enders under and pursuant to the ABT, Credit 

Agreement, the Existing Credit Agreement, the Forbearance Agreements and the Term DTP 

Credit Doenments as and when the same beeome due and are to be performed, notwithstanding 

any other provision of this Order. 

50. TffîS COURT ORDEPS that in addition to the existing liens, charges, mortgages and 

ABT. T.ender. as security for all of the obligations of the Applicant 

to the ABT. T,ender relating to advances made to the Applicant nnder the ABL 

after the date of this Order, the ART, T.ender shall be entitled to the benefit of and is hereby 

granted a charge Tthe "ABL Lender's DTP Charge"^ on the Property Texcluding the Term 

Priority Collateral to the extent o1 
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Agreement Tas hereinafter defined^V The ABL Lender's DTP Charge shall have the priority sp.t 

out in pnragraplis 57 and 59 hereof. 

52=t THTS COTTRT ORDERS that, notwithstandinp anv other provision of this Order, tlie 

file, register, record or perfect the ART, T.enHer's DTP Charge 

-S2. THTS COT JRT 0"Rr)KRS that, upon the earlier of the occuiTence of a Terminating Kvent 

or the last dav of the Forhearance Period Cm each case as defined in the ART, T2TP 

cease making advances to the Applicant, provided that, if there are flinds 

available unHer the AHT. Facility, the AT^T. T-ender shall, to the extent of the fiinHs 

available onlv. bind the payment hv the Applicant of 50% of the Specified Priority 

Payables fas defined in the ABT. DTP Forbearance Agreement, but, for greater 

hiding HST and Sales Taxesf for a neriod of not less than five f Sf 

business days followinp^ written notice to the Applicant, the Monitor and the Term 

T^TP T.enders of tbe Terminatinp Rvent or the Termination Date: 

set off and/or consolidate anv amounts owing bv the ABL I>ender to the Applicant 

against the obligations of the Applicant to tbe ABT, T.ender under the ABL Credit 

Agreement, the T^loclced Account Agreements, the ABL DTP Forbearance Agreement 

or anv other T,oan Document fas defined in the AfiT, Credit Agreemenfl and make 

demand, accelerate payment and ^ive other notices: and 

the Term Lenders and the Temi DTP Agent on behalf of the Term DTP T.enders. 

subject to the terms of the Tntercreditor Agreement and paragraphs and 54 of 

this Order, exercise anv and all of its rights and remedies against tbe Applicant or the 

Property ( other than the Term Priority Collateral to the extent of the Term 

Obligations^ under or pursuant to the AT^T, Credit Agreement, the Al^T, DTP 

Forbearance Agreement, tbe Bloclced Account Agreements or tbe other T.oan 

TOocuments. the ABI. T.ender's DTP Charge, or the Personal Property Security Act 

fOntario"! or similar legislation in anv other 

233314 nnnQ?/Q4&044JQ-lQ4R91520 1 ^ 



limitation, to at^plv tn this Court for the appointment of a receiver, receiver and 

manager or interim receiver in resnecf of the Property Cnthf.r than the Term Priority 

Collateral to the extent of the Term OhIigationsV or for a hanVriiptcv order against the 

Applicant and for tVie appointment of a trustee in hankniptev of the Applicant and the 

tmstee in hankniptcv. interim receiver, receiver or receiver and manager of the 

Applicant or the Property tother than the Term Priority Collateral to the extent of the 

Term OhligationsV 

THIS COURT that, upon the occurrence of a Terminating Event tas Hefined in 

the Term Forbearance Agreementl. the Term Lenders mav. 

{a) immediately set off and/or consolidate anv amounts owing hv the Term Lenders to the 

Applicant against the ohlip-ations of the Applicant to the Term T.enders under the 

or anv security 

agreements, mortgages, deeds of trust, hypothecs or other collateral documents 

executed and delivered hv the Applicant in favour of the Term Lender tthe "Term 

Securitv DocumeTits"! and make demand, accelerate payment and ^ive other 

notices: and 

upon not less than five business davs' written notice to the Applicant, the Monitor. 

the ART, T,ender and the Term DTP Agent on behalf of the Term DTP T.enders. subject 

to the terms of the Intercreditor Agreement and paragraphs and .S4 of this Order. 

exercise anv and all of its rights and remedies apainst the Applicant or the Property 

tother than the AT^h Pnoritv Collateral to the extent of the ABL Obligations^ under or 

pursuant to the Kxisting Credit Agreement, the Term Forbearance Agreement, or the 

Term Security Documents, or the Personal Property Security Act tOntario") or similar 

legislation of anv other applicable jurisdiction, including without limitation, to apply 

to this CouT-t for the annointment of a receiver, receiver and manager or interim 

receiver in respect of the Property Mother than the ARL Priority Collateral to the extent 

of the ART. OhlipationsV or for a bankruptcy order against the Applicant and for the 

appointment of a trustee in hanlcruptcv of the Applicant and the foregoing rights and 

remedies of the Term Tenders shall he enforceable against anv trustee in bankruptcy. 
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interim receiver, receiver nr receiver and managsr nf the Anplicant or the PrnpeTtv 

tother than the ABT. Priority Collateral to the extent of the ART, ObligatinnsV 

54. ORDERS that nothing in this Order shall amend, override nr relieve the 

among them dated as nf February 

the priorities nf the claims nf the ART, T,ender. the Term Lenders and the Term DTP 

T.enHers. 

the prioritieR of the Teim T.enders' DTP Charge, the ART> T,ender's DTP Charge and 

The r.iens granted to the Tenn Secured Parties and the ART, Secured Parties (^each as 

defined in the Intercreditor Agreements and 

Secured Parties and the 

Term Secured 

the ART. Lender's DTP Charge and the Term Lenders' DIP Charge, and the obligations secured 

hv those charges, shall he treated in a manner consistent with Liens granted to. and obligations 

owing to. the ART, Secured Parties and the Term Secured Parties, respectively for the pin-poses of 

the Intercreditor Agreement

s'. THTS COURT ORDERS AND DECLARES that each of the ART. Tender and the Term 

Tenders shall he treated as unaffected in anv plan of an-angement or compromise filed hv the 

Applicant under the OOA A. or anv proposal filed hv the Applicant under the BIA. with 

anv obligations outstanding as of the date of this Order or arising hereafter under Ci'l the ABL 

Forhearance Ap^reement, respectively. 

TETTS COURT ORDERS AND D"RCLARES that the payments made hv the Applicant 

Eloclced Account Agreements or the Term Forhearance Agreement, and the granting 

r.ender*s DTP Oharge. do not and will not constitute preferences, fraudulent conveyances, 

transfers at undervalue, oppressive conduct, or other challengeable or voidable transactions under 

anv applicable law. 
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VALIDÏTY AND PRIOIilTY OF CHARGES CREATED BY THIS ORDER 

57-. ^^THIS COURT ORDERS that the priorities of the Directors' Charge, the 

Administration Charge-and^ the Term T.enders' DIP Lender's Charge Charge, the ART. T.ender's 

DTP Charge and the RRRP Charge and the T.iens granted to the Term Secured Parties and the 

ABT. Secured Parties over the Property so charged hv them, as among them, shall be as follows®; 

Ta) With respect to the ART. Priority Collateral! 

First - Administration 

Second - Lender's DTP Charge: 

Third - T.iens granted to the ART. Secured Parties: 

Fourth - Term Lenders' DTP Charge: 

Fifth - T.iens granted to 

Seventh - Directors' Charge. 

rh^ With respect to the Term Priority Collateral: 

First—Administration Charge: 

to the Term Secured Parties: 

Fourth - ART. T-.ender's 

Fifth - T.iens granted to the ART. Secured Parties: 

'-The-raîikfflg-oftkese-Ghar-g^ 

the quantum and caps applicable to tho Charges should be considorod in oaoh caso. Ploasc also note that tlie 
CCAA now permits Chargos in favour of critical Guppliors and others, which should also be iDCorporatcd into thii: 
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Sixth - KRRP Charge: and 

ThirdSieventh - Directors' Charge-(te-

5K. 5^THIS COURT ORDERS that the filing, registration or perfection of the Directors' 

Charge, the Administration Charge-er^ the Term Lenders* DIP Charge, the ART. Lender*s DTP 

Cliarge or the KERP Charge (collectively, the "Charges") shall not be required, and that the 

Charges shall be valid and enforceable for all purposes, including as against any right, title or 

interest filed, registered, recorded or perfected subsequent to the Charges coming into existence, 

notwithstanding any such failure to file, register, record or perfect. 

5^ 40t-THIS court ORDERS that each 

as constituted and defined herein) shall 

constitute a charge on the Property andso cliarged hv them and, suhiect to the provisions of the 

Tntercreditnr Agreement, such Charges shall rank texcept as expresslv provided hereini in 

priority to all other security interests, trusts, liens, charges and encumbrances, claims of secured 

creditors, statutory or otherwise (collectively, "Encumbrances") in favour of any Persnnr. other 

than tsiibient tn further Order of the Courts validlv perfected and enforceable security interests, if 

anv. in favour of Xernx Canada I.td, fTile Nn. and Canadian Dealer Lease Services 

Inc. and Bank of Nova Scntia-DT,AC tFile Nn. 71Q663706T in each case under the Personal 

Prnnp.riv Sp.cwity Remslrv tOntariofi. 

fin. 44t-THIS court ORDERS that except as otherwise expressly provided for herein or in 

the Intercreditor Agreement, or as may be approved by this Court, the Applicant shall not grant 

any Encumbrances over any Property that rank in priority to, or pari passu with, any of the 

Applicant also obtains the prior written consent of the Monitor, the DIP T.enderTenders. and the 

beneficiaries of the Directors' Charge-£md^ the Administration Charge and the KERP Charge, or 

further Order of this Court. 

fiU 43r-THIS COURT ORDERS 

and the DIP Lender's not be rendered invalid or 

unenforceable and the rights and remedies of the chargées entitled to the benefit of the Charges 
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(collectively, the "Chargées") and/or the Term DIP Lenders or the ART. Lender thereunder shall 

not otherwise be limited or impaired in any way by (a) the pendency of these proceedings and the 

declarations of insolvency made herein; (b) any application(s) for bankruptcy order(s) issued 

pursuant toj^ BIA, or any bankruptcy order made pursuant to such applications; (c) the filing of 

any assignments for the general benefit of creditors made pursuant to the BIA; (d) the provisions 

of any federal or provincial statutes; or (e) any negative covenants, prohibitions or other similar 

provisions with respect to borrowings, incurring debt or the creation of Encumbrances, contained 

in any existing loan documents, lease, sublease, offer to lease or other agreement (collectively, an 

"Agreement") which binds the Applicant, and notwithstanding any provision to the contrary in 

any Agreement; 

(a) neither the creation of the Charges nor the execution, delivery, perfection, registration 

or performance of the Cni-mnitmQnt Letter orDTP Agreement, the DefmitivQTenn DTP 

constitute a breach by the Applicant of any Agreement to which it is a party:_and 

(b) none of the Chargées shall have any liability to any Person whatsoever as a result of 

any breach of any Agreement caused by or resulting from the Applicant entering into 

the, r.m-nmitmont I.Qtter.DTP Agreement, the Term DTP Credit Documents or the 

Fnrhearanne Agreements or the creation of the Charges^ or the execution, delivery or 

69.. 4^THIS COURT ORDERS that any Charge created by this Order over leases of real 

property in Canada shall only be a Charge in the Applicant's interest in such real property leases. 



SERVICE AND NOTICE 

44^THIS COURT ORDERS that the Monitor shall (i) without delay, publish in 

Inowsnaners specified bv tlic Court]77je Globe and Mail rNational Edition: RngHsh^ a notice 

containing the information prescribed under the CCAA, (ii) within five days after the date of this 

Order, (A) make this Order publicly available in the manner prescribed under the CCAA, (B) 

send, in the prescribed manner, a notice to every known creditor who has a claim against the 

Applicant of more than $1000, and (C) prepare a list showing the names and addresses of those 

creditors and the estimated amounts of those claims, and make it publicly available in the 

prescribed manner, all in accordance with Section 23(l)(a) of the CCAA and the regulations 

made thereunder. 

64. 4^THIS COURT ORDERS that the E-Service Protocol of the Commercial List (the 

"Protocol") is approved and adopted by reference herein and, in this proceeding, the service of 

documents made in accordance with the Protocol (which can be found on the Commercial List 

website at 

iittp:/A\wvv.nntariocourts.ca/scj/practicc/practjcG dii-cctionfi/toronto/e .Gcrvice protocoyiittp://ww 

w nntarincmn'ts.ca/sci/practice/practice-directions/tnronto/eservice-commercialA shall be valid 

and effective service. Subject to Rule 17.05 this Order shall constitute an order for substituted 

service pursuant to Rule 16.04 of the Rules of Civil Procedure. Subject to Rule 3.01 (d) of the 

Rules of Civil Procedure and paragraph 21 of the Protocol, service of documents in accordance 

with the Protocol will be effective on transmission. This Court further orders that a Case 

Website shall be established in accordance with the Protocol with the following URL 

https!//www.richter.ca/en/fn]der/insolvencv-cases/g/graflori-frflser-iric 

65. 44t-THIS COURT ORDERS that if the service or distribution of documents in 

accordance with the Protocol is not practicable, the Applicant and the Monitor are at liberty to 

serve or distribute this Order, any other materials and orders in these proceedings, any notices or 

other correspondence, by forwarding true copies thereof by prepaid ordinary mail, courier, 

personal delivery or facsimile transmission to the Applicant, the Monitor, the Applicant's 

creditors or other interested parties at their respective addresses as last shown on the records of 

the Applicant and that any such service or distribution by courier, personal delivery or facsimile 
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transmission shall be deemed to be received on the next business day following the date of 

forwarding thereof, or if sent by ordinary mail, on the third business day after mailing. 

GENERAL 

Ml 47t-THIS court orders that the Applicant or the Monitor may from time to time 

apply to this Court for advice and directions in the discharge of its powers and duties hereunder. 

4St-THIS court orders that nothing in this Order shall prevent the Monitor from 

acting as an interim receiver, a receiver, a receiver and manager, or a trustee in bankruptcy of the 

Applicant, the Business or the Property. 

4^THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal, 

regulatory or administrative body having jurisdiction in Canada or in the United States, to give 

effect to this Order and to assist the Applicant, the Monitor and their respective agents in 

carrying out the terms of this Order. All courts, tribunals, regulatory and administrative bodies 

are hereby respectfully requested to make such orders and to provide such assistance to the 

Applicant and to the Monitor, as an officer of this Court, as may be necessary or desirable to give 

effect to this Order, to grant representative status to the Monitor in any foreign proceeding, or to 

assist the Applicant and the Monitor and their respective agents in carrying out the terms of this 

Order. 

69. ^Ô^THIS COURT ORDERS that each of the Applicant and the Monitor be at liberty and 

is hereby authorized and empowered to apply to any court, tribunal, regulatory or administrative 

body, wherever located, for the recognition of this Order and for assistance in carrying out the 

terms of this Order, and that the Monitor is authorized and empowered to act as a representative 

in respect of the within proceedings for the purpose of having these proceedings recognized in a 

jurisdiction outside Canada. 

70. 5Tt-THIS court ORDERS that any interested party (including the Applicant and the 

Monitor) may apply to this Court to vary or amend this Order on not less than seven (7) days! 

notice to any other party or parties likely to be affected by the order sought or upon such other 

notice, if any, as this Court may order: provided, however, that the Term DTP T.enders and the 

ART. T.ender shall be entitled to relv on this Order as issued for all advances made and pavments 

233314.00092/94891^W 



rp.ceived under the DTP Agreement, the ABL Credit Agreement nr the ART. DT? Forbearance 

Agreement up to and including the date this order mav he varied nr amended. 

71. $3^THIS COURT ORDERS that this Order and all of its provisions are effective as of 

12:01 a.m. Eastern Standard/Daylight Time on the date of this Order. 
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Court File No.; 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

IN THE MATTER OF THE COMPANIES' CREDITORS 
ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED 

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF 
GRAFTON-FRASER INC. 

(the "Applicant") 

AFFIDAVIT OF MARK SUN 
(INITIAL ORDER) 

(SWORN JANUARY 25,2017) 

I, Mark Sun, Executive, of the City of Brampton, in the Province of Ontario, 

Canada, MAKE OATH AND SAY: 

1. I am the Vice-President and Chief Financial Officer of the Applicant Grafton-

Fraser Inc. (the "Company"), and as such 1 have knowledge of the matters set out herein. I have 

also reviewed the books and records of the Company and have spoken with certain of the 

directors, officers and/or employees of the Company, as necessary. Where information has been 

received from other sources, I have stated the source of the information and believe it to be true. 

2. Ail references to currency in this affidavit are references to Canadian dollars, 

unless otherwise indicated. 
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I. INTRODUCTION 

3. I swear this affidavit in support of an application by the Company for an initial 

order (the "Initial Order") pursuant to the Companies' Creditors Arrangement Act, R.S.C. 

1985, c. C-36, as amended (the "CCAA"), among other things; 

(a) granting a stay of proceedings in favour of the Company and its directors and 

officers; 

(b) approving the Second Lease Consulting Agreement (as defined below); 

(c) authorizing payments to critical vendors; 

(d) approving the DIP Agreement and granting the Term Lenders' DIP Charge (each 

as defined below); 

(e) approving the ABL DIP Forbearance Agreement and granting the ABL Lender's 

DIP Charge (each as defined below); 

(f) approving the Term Forbearance Agreement (as defined below); 

(g) authorizing the KERP and granting the KERP Charge (each as defined below) as 

security for the Company's obligations in respect of the KERP; and 

(h) appointing Richter Advisory Group Inc. ("Richter" or the "Proposed Monitor") 

to act as the monitor (the "Monitor") of the Company in these CCAA 

proceedings. 

233314.00092/94483262.14 
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4. I also swear this affidavit in support a motion by the Company, which the 

Company proposes to be heard on January 30, 2017 (subject to the Initial Order being granted by 

the Court) for Orders, among other things, 

(a) approving the execution of the Stalking Horse Agreement and proposed SISP 

(each as defined below) with respect to the business and assets of the Company; 

and 

(b) approving the Liquidation Consulting Agreement and the Sale Guidelines (each as 

defined below). 

5. The Company is a leading Canadian retailer of men's clothing that operates 158 

stores in Canada under the "Tip Top Tailors", "George Richards Big and Tall", "Mr. Big and 

Tall" and "Kingsport Big and Tall Clothier" banners. 

6 .  In July, 2015 the Company's wholly-owned subsidiary, 2473304 Ontario Inc. 

("247"), acquired the tangible assets of the Canadian retail business formerly operated under the 

name "Jones New York" from Sycamore Partners, a private equity firm based in New York. In 

connection with the acquisition, 247 entered into a term sheet with ABG-Jones, LLC, the 

licensor of the "Jones New York" brand, giving 247 the right to use the "Jones New York" brand 

in the sale of womenswear in Canada. 

7. 247's retail sales and financial performance were lower than expected and, on 

June 7, 2016, 247 sought and obtained protection under the CCAA to allow it to pursue an 

orderly liquidation of its inventory as well as its furniture, fixtures and equipment. The orderly 

liquidation was complete on or about September 21, 2016 and 247 has vacated all of its retail 
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store locations and disclaimed all of its leases. As of the date hereof, 247 remains under CCAA 

protection to allow it to arrange for an orderly conclusion of its CCAA proceedings. 

8. 247's CCAA proceedings negatively impacted the Company's financial 

performance as a result of, among other things, the Company being a co-borrower with 247 

under the CIBC Credit Agreement (as defined below). As co-borrower with 247 under the CIBC 

Credit Agreement, the Company is liable for approximately $1.6 million of 247's indebtedness 

under the CIBC Credit Agreement as a consequence of 247's insolvency. 

9. In addition, the Company's liquidity has further deteriorated as a result of, among 

other things, lower than expected retail sales, increased overhead costs (costs which are no 

longer shared with 247 as a result of its insolvency), delays in receipt of seasonal inventory and 

turnover of key personnel. 

10. The Company has also been subject to a number of claims asserted against it by 

247's creditors and other stakeholders in connection with 247's insolvency proceedings. The 

Company's management has had to divert considerable time and effort from attending to the 

Company's business operations to respond to these claims. 

11. As of January 21, 2017 the Company was indebted, on a secured basis, to CIBC 

in the approximate amount of $12.8 million and, as co-borrower with 247, is liable for 

approximately $1.6 million of 247's indebtedness under the CIBC Credit Agreement. In addition 

to its indebtedness to CIBC, the Company is also indebted to lenders affiliated with GSO Capital 

Partners LP ("GSO") under the GSO Credit Agreement (as defmed below) in the approximate 

amount of $39.4 million. 
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12. The Company entered into forbearance agreements, as amended from time to 

time, with CIBC and with GSO, respectively, in connection with 247's CCAA proceedings. The 

Company is dependent on continued forbearance from CIBC and GSO as it does not have 

sufficient liquidity to repay amounts outstanding under the CIBC Credit Agreement and the GSO 

Credit Agreement. 

13. On or about January 24, 2017, the Company entered into amended and restated 

forbearance agreements with CIBC and with GSO, respectively, each of which contemplate, 

among other things, the Company executing the Stalking Horse Agreement and pursuing the 

SISP in the context of CCAA proceedings. 

14. The ABL DIP Forbearance Agreement that the Company has entered into with 

CIBC further contemplates that CIBC will continue to make its revolving asset-based loan 

facilities available to the Company during these CCAA proceedings, subject to a number of 

terras and conditions, including that CIBC be granted the ABL Lenders DIP Charge in respect of 

advances it makes to the Company during these proceedings. Among other terms, it is a 

condition of the ABL DIP Forbearance Agreement that the Company execute the Stalking Horse 

Agreement and pursue the SISP in the context of CCAA proceedings. 

15. As described in greater detail below, the Company has also entered into a term 

sheet with GSO, among others (the "DIP Agreement"), pursuant to which GSO and certain 

other entities related to it (the "Term DIP Lenders") have agreed to advance to the Company 

interim financing in the amount of up to $5.5 million to provide additional funding for the 

Company's operations during the CCAA proceeding, subject to obtaining Court approval of the 

DIP Agreement and obtaining the Term Lenders' DIP Charge. It is also a condition of the DIP 
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Agreement, among other conditions, that the Company obtain a Court order recognizing the 

Stalking Horse Agreement as a "stalking horse bid" and approving the SISP. 

16. The Company, with the assistance of the retail consulting group at Richter 

Consulting Canada Inc. (the "Retail Consultant"), has developed a process of soliciting offei"s 

for a sale of, or investment in the Company, its business and assets (the "SISP"). As part of that 

process, the Company has entered into an asset purchase agreement (the "Stalking Horse 

Agreement") for the sale of all or substantially all of its assets to 1104307 B.C. Ltd. (a company 

related to GSO) (the "Stalking Horse Purchaser") by way of a "credit bid". 

17. The Stalking Horse Agreement will, subject to Court approval, serve as the 

"stalking horse credit bid" in the proposed SISP. 

18. In conjunction with the proposed restructuring transaction to be carried out 

through the SISP, the Company, in consultation with the Retail Consultant, has determined that it 

is in the best interests of the Company's stakeholders to liquidate the inventory and owned 

furniture fixtures and equipment ("FF&E") at a number of the poorest performing stores (which 

the Stalking Horse Purchaser has indicated it will not assume on existing lease terms) pursuant to 

and in accordance with the Liquidation Consulting Agreement. 

19. The Company is not able to successfully restructure its affairs outside of formal 

insolvency proceedings. The Company is insolvent and unable to meet its liabilities as they 

become due. The Company requires the protection and other provisions of an initial order under 

the CCAA to provide it with a stable environment to preserve its value for its stakeholders while 

the Company liquidates the merchandise and FF&E at certain underperforming stores and 
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pursues the proposed SISP, and to allow the Company to consummate any transaction(s) arising 

thereunder, 

II. BACKGROUND 

A) Corvorate History and Structure 

20. The Company is the product of an amalgamation resulting from articles of 

amalgamation filed under the Business Corporations Act (Ontario) on May 24, 2007. The 

Company's head office is located at 44 Apex Road, Toronto, Ontario. 

21. As described above, the Company's subsidiary 247 entered into CCAA 

proceedings on Jime 7, 2016. 247 is in the final stages of winding down its remaining activities 

and completing the steps necessary to conclude its CCAA proceedings. 247 no longer has any 

business operations or non-management employees. It is expected that 247 will eventually file an 

assignment in bankruptcy to effect an orderly wind-up of the company. 

22. The Company also owns 50% of the issued and outstanding shares of Gailwood 

Investments Limited ("Gailwood"), a corporation incorporated under the Business Corporations 

Act (Ontario) on January 20, 1988, with its head office located at 44 Apex Road, Toronto, 

Ontario. Dominic Bellissimo Fashions Inc. ("Bellissimo Fashions") holds the remaining 50% of 

the Gailwood shares.^ As described below, the Company has pledged its Gailwood shares to 

GSO Special Situations Fund LP (a predecessor to GSO as administrative agent under the GSO 

Credit Agreement). 

' In and around June 2013, Bellissimo Fashions agreed to transfer its shares in Gailwood to the Corporation, 
although the transfer documents were never executed. 
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23. Gailwood is a sole purpose corporation that was formed to hold certain 

trademarks with respect to the "Bellissimo" or "Dominic Bellissimo" brands. The Company and 

Bellissimo Fashions are parties to a shareholders' agreement dated May 10, 1988 pursuant to 

which they agreed, among other things, that the Company has the right to use the "Bellissimo" 

mark for menswear and accessories and Bellissimo Fashions has the right to use the "Dominic 

Bellissimo" mark for womenswear and accessories. 

B) Business & Premises 

24. The Company operates 158 retail stores across Canada that sell men's clothing 

and accessories, with a focus on men's business attire. The Company has store locations in 

Ontario (74), Alberta (30), British Columbia (20), Saskatchewan (8), Manitoba (7), Nova Scotia 

(6), Newfoundland (6), New Brunswick (6) and Prince Edward Island (1). All store locations are 

operated out of leased premises. 

25. The Company's head office and main distribution center is located in a 38,000 

square foot facility located at 44 Apex Road, Toronto, Ontario, where it receives, stores and 

ships the majority of its inventory to its various store locations. The Company also leases space 

in a smaller second distribution centre located at 21 Hafis Road, Toronto, Ontario (together with 

the Apex Road distribution centre, the "Distribution Centres"). 

C) Employees 

26. As of January 21, 2017 the Company had approximately 1,226 employees, of 

which approximately 526 were full time employees and 700 were part time employees. The 

Company's employees are not represented by a union and are not subject to a collective 

bargaining agreement. 
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27. It is critical to the Company that certain of its key management and executive 

employees remain with the Company through these proceedings. Upon the direction of the 

Company's board of directors, the Company is proposing to provide key employee retention 

payments ("KERPs") to five of its key employees and executives (including me, as the CFO) to 

provide them with an incentive to remain with the Company through these CCAA proceedings 

(the "Key Employees"). 

28. The Key Employees (of which I am one) have intimate knowledge of the 

Company and its assets and relationships with critical vendors and other constituents, and I 

believe their continued participation is essential to these CCAA proceedings and the success of 

the SISP. The board of directors of the Company has approved the KERPs. 

29. The Company is proposing KERPs for the Key Employees under which the 

aggregate amount of $190,000 will be available to be paid to those employees at the earlier of: 

(a) the sale of all or substantially all of the assets of the Company; or (b) the issuance of an order 

of the Court declaring that the CCAA proceedings in respect of the Company are terminated. 

Attached hereto and marked as Exhibit "A" is a true copy of the form of KERP letter that the 

Company proposes to issue to the Key Employees, which has been redacted to protect the 

personal information of the Key Employees. 

30. In accordance with the terms of the KERP letters, the Company is seeking an 

Order approving the KERPs and establishing a charge on the assets, undertakings and property 

of the Company as security for the KERP entitlements. 

31. I am advised by Gilles Benchaya of the Proposed Monitor that the Proposed 

Monitor is supportive of the KERPs and the KERP Charge. I understand that CIBC and GSO 
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have been consulted in respect of the proposed KERPs and I understand that they have no 

objection to the KERPs being sought, including the KERP Charge. 

D) License Asreement & Suvvlv Relationshiys 

License Aereements 

32. The Company has acquired the right to manufacture and/or market and sell certain 

brands of menswear in Canada pursuant to various licence agreements that it has entered into 

with the owners or authorized licensors of those brands, including men's clothing bearing the 

"Jones New York" and "Daniel Hechter" brands. 

33. The Company pays royalties (and in some cases has agreed to pay guaranteed 

minimum royalty amounts) to the licensors of the brands in exchange for the right to market and 

sell branded product in Canada (and the U.S. in the case of Daniel Hechter). 

34. As of January 14, 2017, "Jones New York" and "Daniel Hechter" branded 

merchandise represented approximately 32.3% of the Company's inventory (17.6% for "Jones 

New York" and 14.7% of "Daniel Hechter"). 

35. Aside from "Jones New York" and "Daniel Hechter" branded clothing, the 

majority of the remaining product sold by the Company is labelled with other brands and has 

been purchased outright for resale, without royalty or licensing agreement. 

36. It is anticipated (and reflected in the Cash Flow Statement discussed below) that 

the Company will pay applicable royalties relating to sales of branded inventory during the 

CCAA proceedings. 
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Critical Vendors 

37. The Company does not manufacture any of its merchandise. All inventory is 

purchased from third party suppliers and is resold to customers through the Company's store 

locations. The Company is dependent on the continued supply of product from its vendors to 

ensure that it has sufficient inventory to meet the needs of its customers. Disruption to the 

continued supply of inventory from some of these vendors could severely impact the ongoing 

financial performance of the Company. The continued supply of goods and services from these 

parties is critical to the Company's ongoing operations. 

38. The Company is therefore requesting that it be permitted to pay pre-filing 

amounts owing to those vendors that the Company deems critical to its operations in the 

maximum aggregate amount of $1 million, subject to the express approval of the Monitor or 

Order of the Court. 

E) Assets 

39. The Company's assets, as reflected in its internal unaudited financial statements 

for the period ended December 31, 2016, had a net book value of approximately $75,991 million, 

as follows (all amounts in SOOO's): 

As at 

ASSETS 12/31/2016 

Cash and cash equivalents $I.89S 

Accounts receivable $438 

Inventories $28,982 

Deposits and prepaid expenses $1,140 

Total Current Assets 332,458 

Property, plant and equipincnt $8,871 

Intangible assets $34,662 

Total Non-current Assets $43,533 

233314.00092/94483262.14 



1 2  

TOTAL ASSETS 375,991 

F) Liabilities 

40. As of December 31, 2016, the said financial statements reflected liabilities 

totalling $100.299 million, as follows (all amounts in SOOO's): 

As at 
LIABILITIES 12/31/2016 

Accounts payable and accrued liabilities 311,433 

CIBC Credit Agreement 312,183 

GSO Credit Agreement 339,158 

Total Current Liabilities 362,779 

Deferred Lease Credits and Intercompany Liabilities 337,520 

Total Non-current Liabilities 337,520 

TOTAL LIABILITIES $100,299 

Principal Secured Indebtedness of the Company 

41. As discussed in detail below under the heading "Secured Creditors", as of January 

21, 2017 the Company was indebted, on a secured basis, to GSO in the approximate amount of 

$39.4 million (including accrued interest, fees and other amounts) and to CIBC in the amount of 

$12.8 million (including accrued interest). As co-borrower with 247 under the CIBC Credit 

Agreement, the Company is also liable to CIBC for approximately $1.6 million of 247's 

indebtedness to CIBC. 

Employee Liabilities of the Company 

42. The Company is current in its payroll and related remittances. As at January 14, 

2017 the Company owed its current and former employees the following approximate aggregate 

amounts for unpaid wages and vacation pay: 
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(a) ordinary course wage arrears: $1.3 million (accrued since the last pay period that 

ended on December 31, 2016); and 

(b) accrued and unused vacation pay: $0.8 million (for store level employees, 

vacation entitlement amounts are paid along with wages in each pay period and 

do not accrue. Vacation entitlements only accrue for the Company's head office 

employees). 

43. It is contemplated (and reflected in the Cash Flow Statement discussed below) 

that the current wage arrears and accrued and unused vacation pay amounts for existing 

employees of the Company will be paid or applied in the ordinary course during the post-filing 

period. As discussed in greater detail below, at the request of the Company's directors, the 

Company has agreed to deposit funds in escrow with the Monitor (if so appointed) in amounts 

sufficient to allow the Company to remit and pay sales tax and to stand as cash collateral for the 

D&O Charge (as defined below) in respect of certain employment related priority obligations in 

the event the Company's cash flow from operations and loan facilities are either insufficient or 

unavailable to remit and pay such amounts. These escrow arrangements are contemplated in the 

Cash Flow Statement. 

44. The Company does not maintain a pension plan for its employees. The Company 

is current on deductions from employee wages at source. 

Sales Tax 

45. The Company is current on its HST remittances. As HST is remitted in arrears, it 

is intended that certain HST amounts collected before the date of this Application will be 
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remitted in the ordinary course post-filing. These HST remittances are reflected in the projected 

Cash Flow Statement discussed below. 

46. The Company's HST remittances for January are due on January 31, 2017. The 

Company made arrangements to pay these amounts prior to bringing this Application. The 

Company has also made arrangements to transfer funds to the Monitor (if so appointed) in an 

amount sufficient to satisfy its projected HST remittance requirements in advance, on a weekly 

basis, to ensure that any amounts owing in respect of HST for each week in the post-filing period 

will be paid by the Company. 

Trade Suppliers 

47. The Company has several main merchandise suppliers, including one overseas 

supplier. In the case of its overseas supplier, under the terms of the Company's Vendor Terms 

and Conditions, title to goods passes to the Company when it makes a payment representing 50% 

of the cost of such goods. Upon receiving the 50% payment, the overseas supplier loads the 

goods onto ships in the overseas port. 

48. Title to goods of which purchase orders are issued domestically passes either at 

the loading dock of the Company's Distribution Centres in Ontario or at the domestic vendor's 

distribution centre in Canada. Payment terms afforded to the Company by its smaller volume 

suppliers are generally 3% 15, net 60 days (i.e. 3% discount if payment is made within 15 days 

of receiving the invoice, otherwise full payment is due in 60 days). Payment terms for the 

Company's larger volume suppliers are negotiated. The Company is not required to post letters 

of credit or any other form of security in respect of its current suppliers. 
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49. As of January 14, 2017, the Company was indebted to its suppliers for goods 

received in the aggregate amount of approximately $4.5 million. 

Landlords 

50. As discussed above, the Company operates 158 retail stores across Canada and 

two Distribution Centres in Ontario. All of those premises are leased from third party landlords. 

The Company remits rent monthly, in advance, in the aggregate approximate amount of $3.1 

million (inclusive of sales taxes). The Company remitted rents in respect of the month of January 

in the ordinary course in the week ended January 6, 2017. 

51. On February 1, 2017 rent totalling approximately $3.1 million will become due. 

Without further financing, the Company does not have sufficient liquidity or funding available to 

pay its rent obligations. 

Other Unsecured Creditors of the Company 

52. As at January 14, 2017 the Company had approximately $8 million in accrued and 

unpaid unsecured liabilities (excluding professional fees and disbursements that the Company 

will pay prior to the commencement of these CCAA proceedings), including: 

(a) suppliers: $4.5 million; 

(b) outstanding gift cards: $1.2 million; 

(c) accrued sales taxes: $1.7 million (accrued since the last remittance period that 

ended on November 26, 2016). As described above, the Company paid this 

amount in advance of bringing this Application; and 
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(d) other non-supplier creditors: $0.6 million. 

53. The Company intends to honour outstanding gift card and credit notes during 

these proceedings, and to honour existing warranty and retum policies. 

Litisation asainst the Comvanv 

54. The Company has been named as a defendant in a number of lawsuits which are 

at various stages, including, without limitation, the following claims: 

(a) a claim by 9148655 Canada Inc., a former supplier to 247, wherein the plaintiff 

alleges, among other things, that the Company is liable for damages in the amount 

of approximately $789,119.38 in connection with orders placed by 247 for "Jones 

New York" branded merchandise. It is the Company's position that such orders 

were placed by 247 and that the Company is not responsible for amounts, if any, 

that may be owing by 247 to the plaintiff in respect of those orders; and 

(b) a claim by one of its former executives seeking damages in the amount of 

approximately $1.6 million for, among other things, wrongful dismissal. 

55. The Company is defending both of these claims, 

in. SECURED CREDITORS 

A) GSO Credit Agreement 

56. The Company is indebted to GSO under an amended and restated credit 

agreement dated as of June 16, 2009 (as amended pursuant to each of the amendments dated as 

of April 12, 2010, June 11, 2010, March 18, 2011, December 31, 2012, June 17, 2014, July 7, 

2015, July 23, 2015, February 12, 2016, and as has been further amended (in connection with 
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247's CCAA proceedings) and as may be further amended, restated, supplemented, replaced or 

otherwise modified from time to time (collectively, the "GSO Credit Agreement")). Attached 

hereto and marked as Exhibit "B" is a true copy of the GSO Credit Agreement. 

57. The GSO Credit Agreement was further amended on a nximber of occasions 

pursuant to terms of the forbearance agreement, as amended, that was entered into by 247, the 

Company and GSO, ^ong others, in connection with 247's CCAA proceedings. As described 

below, that existing forbearance agreement was amended and restated by the Term Forbearance 

Agreement. 

58. The GSO Credit Agreement provides for a term credit facility in the principal 

amount of approximately $32.5 million maturing on January 31, 2017 (which will be extended to 

June 15, 2017 under the Term Forbearance Agreement described below). Advances under the 

GSO Credit Agreement bear interest at the rate of 15% per annum plus the default rate of 2% (as 

described below, pursuant to the Term Forbearance Agreement the Company now has the option 

to have the interest due and owing under the GSO Credit Agreement capitalized and added to 

principal). The outstanding indebtedness under the GSO Credit Agreement (including accrued 

interest) as of January 21, 2017 was approximately $39.4 million. 

59. The obligations of the Company to GSO under the GSO Credit Agreement are 

secured by, among other things, a general security agreement (the "GSO GSA") dated as of May 

24, 2007 between GF Acquisition Corp. (a predecessor corporation by amalgamation to the 

Company) and GSO Special Situations Fund LP (a predecessor to GSO as administrative agent 

under the GSO Credit Agreement). Pursuant to the GSO GSA, the Company granted a security 

interest in all of its present and after-acquired personal property as general and continuing 
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security for the payment and performance of, among other obligations, any and all indebtedness, 

obligations and liabilities, present or future, at any time owing by the Corporation to GSO 

Special Situations Fund LP and/or the lenders from time to time party to a credit agreement dated 

as of May 24, 2007 (which was subsequently amended and restated by the GSO Credit 

Agreement). A true copy of the GSO GSA is attached hereto and marked as Exhibit "C". 

60. I understand that the Company has also pledged all of its issued and outstanding 

shares in Gailwood to GSO Special Situations Fund LP as security for its obligations under the 

GSO Credit Agreement. In connection with the Company's pledge of its Gailwood shares, the 

Company and Bellissimo Fashions (the sole shareholders of Gailwood) executed a shareholders' 

resolution approving the share pledge and consenting to the transfer of such pledged shares to, 

among others, GSO Special Situations Fund LP or its nominees, in the event of a realization of 

GSO Special Situations Fund LP's security. 

61. In the period leading up to the Company seeking protection under the CCAA, the 

Company estimated that it would have a working capital shortfall of approximately $3 million as 

a result of, among other things, rent becoming due to its landlords as of January 1, 2017. To 

address the Company's liquidity concerns during this period, and to allow the Company 

sufficient time to finalize the DIP Agreement, the Company and GSO, among others, entered 

into an amending agreement made as of December 23, 2016 pursuant to which GSO, among 

others, agreed to amend the GSO Credit Agreement to increase the size of the facility (from $30 

million to $32,5 million) and make an additional advance to the Company in the amount 

$2,500,000 (as described below, CIBC also agreed to certain amendments to the CIBC Credit 

Agreement to make an additional $500,000 available to the Company). GSO's security in respect 

of its additional advance ranks in the same priority as the initial advance under the GSO Credit 
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Agreement in accordance with the terms of the Intercreditor Agreement (as defined below) 

between GSO and CIBC. Attached hereto and marked as Exhibit "D" is a true copy of the 

December 23 amendment to the GSO Credit Agreement. 

62, In connection with 247's CCAA proceedings, the Company (as borrower), 247 

(as guarantor of the Company's indebtedness to GSO under the GSO Credit Agreement), the 

lenders that are parties to the GSO Credit Agreement (as lenders), and GSO (as administrative 

agent for itself and the lenders), entered into a forbearance agreement dated as of June 6, 2016, 

as amended from time to time. In connection with the Company's CCAA proceedings, the 

parties to the existing GSO forbearance agreement entered into an amended and restated 

forbearance agreement dated as of January 24, 2017 (the "Term Forbearance Agreement"), 

pursuant to which GSO, among others, agreed to forbear from exercising its rights and remedies 

under the GSO Credit Agreement until the earlier of (a) June 15, 2017 (subject to the Company 

obtaining the Initial Order on or before January 30, 2017 and an Order approving the Stalking 

Horse Agreement and SISP on or before February 7, 2017), and (b) the occurrence or existence 

of a Terminating Event (as defined in the Term Forbearance Agreement), in consideration of 

certain representations and covenants from the Company and 247 and certain amendments to the 

GSO Credit Agreement. Among those amendments to the GSO Credit Agreement, the maturity 

date was extended to June 15, 2017. Furthermore, from April 30, 2016 to the earlier of the 

Maturity Date and a Terminating Event, unless otherwise paid in cash, the interest due and 

owing under the GSO Credit Agreement will be capitalized and added to principal. The 

capitalized interest will bear interest at the current interest rate plus the default rate of 2%. 

Attached hereto and marked as Exhibit "E" is a true copy of the Term Forbearance Agreement. 
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63. Among other terms, the Term Forbearance Agreement is conditional upon (a) 

approval of the Approved Cash Flow (as defined below) by GSO, and (b) an Initial Order in the 

CCAA proceedings that, among other terms, (i) provides that GSO and the lenders under the 

GSO Credit Agreement shall be treated as an "unaffected creditor" in the CCAA proceedings, 

and (ii) directs that at no time on or after the date of the Initial Order will the property of the 

Company be subject to a Court ordered charge in favour of any person ranking in priority to the 

GSO security and charge, without GSO's consent (other than the Administration Charge, the 

ABL Lender's DIP Charge (solely in respect of ABL Priority Collateral (as defined in the 

Intercreditor Agreement)) and any Liens in respect of ABL Priority Collateral granted by the 

Company to the ABL Secured Parties (each as defined in the Intercreditor Agreement)). 

64. In addition, and as described in greater detail below, on or about January 24, 

2017, the Company and the Term DIP Lenders, among others, entered into a debtor-in-

possession term sheet (referred to herein as the DIP Agreement) pursuant to which the Term DIP 

Lenders will provide interim financing to the Company of up to $5.5 million to fund the 

Company's cash requirements during its CCAA proceedings, subject to a number of terms and 

conditions, including that GSO be granted the Term Lenders' DIP Charge as security for the 

Company's obligations under the DIP Agreement and other DIP Credit Documents (as defined in 

the DIP Agreement). Attached hereto and marked as Exhibit "F" is a true copy of the DIP 

Agreement. 

B) CJBC Credit Agreement 

65. The Company is a party (as co-borrower with 247) to a credit agreement dated as 

of February 12, 2016 with CIBC, as agent and as lender, as amended, pursuant to which CIBC 

agreed to provide the Company and 247 with revolving credit facilities (the "CIBC Credit 
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Facility") in the maximum aggregate principal amount of $35 million (the "CIBC Credit 

Agreement"). Attached hereto and marked as Exhibit "G" is a true copy of the CIBC Credit 

Agreement. 

66. The CIBC Credit Agreement was amended on a number of occasions pursuant to 

terms of the forbearance agreement, as amended, that was entered into by 247, the Company and 

CIBC in connection with 247's CCAA proceedings. As described below, that existing 

forbearance agreement was amended and restated by the ABL DIP Forbearance Agreement. 

67. Availability under the CIBC Credit Agreement was historically calculated in 

accordance with a borrowing base formula. The borrowing base formula was calculated 

separately for each of the Company and 247 and has historically been aggregated for the pin^ose 

of determining availability under the CIBC Credit Facility (i.e., the Company could borrow 

against the value of the 247 inventory, and vice versa, if at any time its borrowing base did not 

support its liquidity requirements). As discussed in more detail below, this shared availability 

concept was discontinued in the ABL DIP Forbearance Agreement. 

68. As of January 21, 2017, the Company has borrowed $12.8 million under the 

CIBC Credit Agreement. Pursuant to the terms of the CIBC Credit Agreement, the Company is 

jointly and severally liable with 247 for all indebtedness outstanding under the CIBC Credit 

Facility, accordingly, the Company is liable for approximately $1.6 million of 247's 

indebtedness under the CIBC Credit Agreement. 

69. The obligations of the Company under the CIBC Credit Agreement are secured 

by, among other things, a general security agreement (the "CIBC GSA") dated as of February 

12, 2016, pursuant to which the Company has granted to CIBC a continuing security interest in 
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all of its present and after-acquired personal property. A true copy of the CIBC GSA is attached 

hereto as Exhibit "H". 

70. As described above, the Company estimated that it would have a working capital 

shortfall of approximate $3 million in the period leading up to the Company seeking protection 

under the CCAA. In order to address the Company's working capital shortfall, on December 23, 

2016 the Company and CIBC agreed to an amendment to the CIBC Credit Agreement to 

temporarily adjust certain calculations in the Company's borrowing base formula so that, among 

other calculations, availability under the CIBC Credit Agreement would be calculated based 

upon 95% (as opposed to 90%) of the appraised net orderly liquidation value of the Company's 

Eligible Inventory (as defined in the CIBC Credit Agreement). The effect of this amendment was 

to provide the Company with approximately $500,000 of additional liquidity, which, in 

conjunction with the additional advance made by GSO under the GSO Credit Agreement in the 

amount of $2.5 million, was sufficient to provide the Company with adequate working capital 

until it was able to finalize, among other things, the DIP Agreement. 

71. In connection with 247's CCAA proceedings, the Company and 247, as 

borrowers, entered into a forbearance agreement with CIBC dated as of June 6, 2016, as 

amended from time to time. In contemplation of the Company's CCAA proceedings, the parties 

to the existing CIBC forbearance agreement entered into an amended and restated forbearance 

agreement dated as of January 24, 2017 (the "ABL DIP Forbearance Agreement") by which 

CIBC agreed to forbear from exercising its rights and remedies under the CIBC Credit 

Agreement until the earlier of (a) June 15, 2017 (subject to the Company obtaining the Initial 

Order on or before January 30, 2017, all conditions necessary to permit the Company to obtain 

advances under the DIP Agreement being satisfied or waived on or before January 30, 2017, and 
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the Company obtaining an Order approving the Stalking Horse Agreement and SISP on or before 

February 1, 2017), (b) the implementation date of any plan of compromise and/or arrangement 

under the Company's CCAA proceedings or the consummation of a sale or investment 

transaction for the business of the Company pursuant to the SISP, including the transaction 

contemplated by the Stalking Horse Agreement, (c) the date on which the stay imposed under the 

Company's CCAA proceedings is lifted, in whole or in part, is terminated or lapses without 

extension, unless CIBC consents thereto, or (d) the occurrence or existence of a Terminating 

Event (as defined in the ABL DIP Forbearance Agreement), in consideration of certain 

representations and covenants from the Company and 247 and certain amendments to the CIBC 

Credit Agreement. Attached hereto and marked as Exhibit "I" is a true copy of the ABL DIP 

Forbearance Agreement, and the amendments thereto. 

72. Among other amendments to the CIBC Credit Agreement in the ABL DIP 

Forbearance Agreement, the total commitment by CIBC was redesignated so that CIBC's 

commitment to the Company will be $25,000,000 and its commitment to 247 is reduced to $0 

and terminated, such that all amounts owing by 247 under the CIBC Credit Agreement are added 

to the borrowings of the Company under the CIBC Credit Agreement for borrowing base 

availability purposes. Generally, borrowings under the CIBC Credit Agreement by the Company 

are now limited to the lesser of $25,000,000 million and the Company's borrowing base and 

247's collateral is no longer available to the Company to support its borrowings under the CIBC 

Credit Agreement. The proceeds of the Company's borrowings must be used for funding its costs 

and expenses solely in accordance with the Approved Cash Flow. 

73. Further, the CIBC Credit Agreement was amended such that (i) Canadian Prime 

Rate Loans and Base Rate Loans to the Company shall be made at the Canadian Prime Rate plus 
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3% (formerly 0.00%) per annum and the Base Rate plus 3% (formerly (0.00%) per annum, 

respectively; (ii) the Company shall pay an Unused Line Fee in the amount of 0.5% (formerly 

0.25%) per annum; and (iii) the Letter of Credit Fee in respect of documentary letters of credit 

and standby letters of credit was increased to 1.75% per annum (formerly 0.75%) and 2.50% 

(formerly 1.50%) per annum, respectively. 

74. The ABL DIP Forbearance Agreement requires that the Company operate under a 

blocked account arrangement which requires the Company to convert each of its accounts 

(including those with banks other than CIBC) that receive proceeds of inventory and other 

property subject to CIBC's security into a blocked account subject to a blocked account 

agreement. Those blocked account arrangements were also contemplated in the CIBC Credit 

Agreement and require that all cash receipts of the Company be deposited into designated 

accounts subject to CIBC's security interest and blocked account agreements, and swept on a 

daily basis into a consolidated account held by CIBC. (the "Consolidated Account"). The 

blocked account arrangements have been put in place in respect of all Company accounts and all 

receipts of the Company have been deposited into the blocked accounts, swept by CIBC on a 

daily basis into the Consolidated Account, and applied against the indebtedness of the Company 

to CIBC. The ABL DIP Forbearance Agreement requires that these arrangements continue 

throughout the CCAA proceedings, subject to certain exceptions, including that the Company 

will set up a separate account, that will not be a blocked account, where it will deposit advances 

made by the Term DIP Lenders under the DIP Agreement). All borrowings by the Company 

from CIBC after the CCAA filing date will be advances by CIBC under the ABL DIP 

Forbearance Agreement. In addition, the ABL DIP Forbearance Agreement requires that the 
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Company be permitted to use the Company's post-CCAA filing receipts to pay the Company's 

pre-filing indebtedness under the CIBC Credit Agreement. 

C) Intercreditor Agreement 

75. CIBC and GSO are parties to an intercreditor agreement dated as of February 12, 

2016 (the "Intercreditor Agreement") pursuant to which CIBC and GSO agreed to, among 

other things, the relative priority of their security interests in the property of the Company. 

Attached hereto and marked as Exhibit "J" is a true copy of the Intercreditor Agreement. 

76. In summary, the Intercreditor Agreement provides that CIBC will have a first 

priority security interest in, among other things, the accounts receivable and inventory of the 

Company (the "ABL Priority Collateral") to the extent of the ABL Obligations (as defined in 

the Intercreditor Agreement), with GSO having a second priority security interest in such 

collateral, and GSO will have a first priority security interest in, among other things, the 

furniture, fixtures, equipment, intellectual property and securities of the Company (the "Term 

Priority Collateral") to the extent of the Term Obligations (as defined in the Intercreditor 

Agreement), with CIBC having a second priority security interest in such collateral. The relative 

priorities set out in the Intercreditor Agreement are intended to continue in these CCAA 

proceedings with respect to advances made by CIBC or the Term DIP Lenders, as applicable, to 

the Company. 

D) PPSA Searches 

77. Fasken Martineau DuMoulin LLP, legal counsel to the Company, conducted a 

search of registrations made against the Company on January 16, 2017 under to the Personal 

Property Security Act (Ontario) and similar registration systems in each of the provinces of 
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Canada in which the Company operates. Attached hereto and marked as Exhibit "K" is a true 

copy of the search results. The Company does not own any real property. 

78. Other than registrations in favour of CIBC and GSO, the only other registrations 

appear to be in favour of (i) Xerox Canada Ltd. ("Xerox") (in Ontario only) with respect to its 

interest in specific collateral (File No. 675686367); and (ii) Canadian Dealer Lease Services Inc. 

("CDLS") and Bank of Nova Scotia-DLAC ("BNS") (in Ontario only) with respect to their 

interest in "inventory", "accounts", "other" and "motor vehicle included" (File No. 719663706). 

The Court-ordered charges sought by the Company in this Application are not proposed, at this 

time, to rank in priority to the registrations in favour of Xerox, CDLS or BNS, to the extent they 

represent a validly perfected and enforceable security interest. 

IV. FINANCIAL DIFFICULTIES & THE NEED FOR CCAA PROTECTION 

A) Financial Difficulties 

79. As discussed above, 247's insolvency and subsequent proceedings under the 

CCAA had a significant negative impact on the Company's financial performance. In addition to 

being a co-borrower under the CIBC Credit Agreement, the Company is a guarantor of 247's 

indebtedness to CIBC under the CIBC Credit Agreement and is liable for approximately $1.6 

million of 247's indebtedness to CIBC. 

80. In addition, the Company and 247 shared certain management and personnel and 

247's insolvency proceedings required that the Company's management divert significant time 

and resources away from the Company to deal with the 247 CCAA proceedings. For example, 

the Company's management was required to provide weekly reporting to CIBC and GSO 
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throughout the 247 CCAA proceedings and had to respond to a number of claims asserted 

against the Company as a result of 247's insolvency. 

81. The Company and 247 also shared the costs of a distribution center and certain 

other overhead and shared services costs, and as a result of the wind-down of 247's business, the 

Company is now solely responsible for paying these costs. This has resulted in an increase of 

approximately $1 million in the Company's selling, general and administrative expenses. 

82. During the past fiscal year, the Company has also incurred certain other non

recurring costs in the approximate amount of $3.7 million, including a $1.5 million margin loss 

due primarily to the clearance of aged inventory, $1.5 million in professional fees related to 

247's restructuring and $700,000 in severance costs related to employee related matters. 

83. In addition to the financial strains resulting from 247's insolvency, the 

Company's liquidity has been further deteriorated as a result of, among other things, lower than 

expected retail sales, increased overhead costs, delays in receipt of seasonal inventory and 

turnover of key personnel. 

B) Financial Position 

84. The internal unaudited financial statements for the eleven month period ended 

December 31, 2016 reflect anet loss of $6,478 million. 

85. Attached hereto is a true copy of the internal financial statements, prepared during 

the past year for the Company, which are marked as Exhibit "L". 
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C) Responses to Financial Difficulties 

86. As a result of the wind-down of the 247 business, the credit arrangements with 

CIBC and GSO need to be restructured to contemplate the Company as the sole obligor and 

source of collateral. In connection with the possible restructuring of the CIBC and GSO debt, the 

Company engaged the Retail Consultant to assist in reviewing its present and projected financial 

performance and to consider strategic alternatives available to the Company. 

87. Following its internal review, the Company discussed the various strategic 

alternatives identified with the Retail Consultant with CIBC and GSO. Based upon those 

discussions, GSO made a non-binding restructuring proposal to the Company to implement a 

sale and investment process involving a going concern "stalking horse credit bid" to be 

completed through an insolvency proceeding. The Company determined, with the assistance of 

the Retail Consultant, that negotiating such a transaction was the best course of action to 

maximize value for its stakeholders, culminating in the Stalking Horse Agreement and proposed 

SISP to be undertaken in restructuring proceedings under the CCAA, coupled with the 

liquidation of assets located at underperforming store locations pursuant to and in accordance 

with the Liquidation Consulting Agreement. 

88. As part of its review and planning process, the Company engaged Oberfeld 

Snowcap Inc. (the "Lease Consultant") pursuant to the terms of a letter agreement dated 

November 30, 2016 (the "First Lease Consulting Agreement") to act as its exclusive real estate 

consultant to provide lease administration services to the Company, including, without 

limitation, assessing the Company's lease portfolio for profitable and non-profitable leases. The 

term of the First Lease Consulting Agreement expires on January 31,2017. 
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89. The Company is seeking Court approval of an expanded engagement for the 

Lease Consultant and authorization to comply with its obligations under a new lease consulting 

agreement (the "Second Lease Consulting Agreement") that it has entered into with the 

Company. It is contemplated that the Lease Consultant will be retained to assist the Company 

with renegotiating lease terms in respect of certain of the Closing Stores (as defined below) in an 

effort to make those leases attractive to the Stalking Horse Purchaser or to another bidder under 

the SISP, as applicable, so that those leases may be removed from the liquidation process and the 

stores kept open following completion of a sale or other transaction entered into pursuant to the 

SISP. Attached hereto and marked as Exhibit "M" is a true copy of the Second Lease Consulting 

Agreement. 

90. The Company has also served a motion contemporaneously with this initial 

application, returnable on January 30, 2017 (subject to the Initial Order being granted by the 

Court) to seek approval of the Stalking Horse Agreement, the Liquidation Consulting Agreement 

and the SISP. Subject to the making of the Initial Order, it is the Company's intention to serve 

that motion on the Company's landlords, among other interested parties. 

DJ The Stalking Horse Agreement 

91. The Stalking Horse Agreement will, subject to Court approval, serve as the 

"stalking horse credit bid" in the SISP. Attached hereto and marked as Exhibit "N" is a true copy 

of the Stalking Horse Agreement. 

92. Pursuant to the terms of the Stalking Horse Agreement, the Stalking Horse 

Purchaser has agreed to purchase substantially all of the Company's assets necessary to operate 

the business. The Purchaser has also agreed to assume specified liabilities of the Company 
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(including selected leases and supplier obligations) and as part of the purchase price, provide a 

release by GSO of the existing pre-filing debt under the GSO Credit Agreement (except for the 

additional advance by GSO, as discussed above, in the amount of $2.5 million) by way of a 

"credit bid" transaction. 

93. The purchased assets under the Stalking Horse Agreement include all the shares 

of Gailwood owned by the Company. As discussed above, the Company is a 50% shareholder of 

Gailwood and has pledged its shares in Gailwood to GSO Special Situations Fund LP (a 

predecessor to GSO as administrative agent under the GSO Credit Agreement) as security for its 

obligations under the GSO Credit Agreement. Gailwood is a sole purpose corporation that was 

formed to hold certain trademarks with respect to the "Bellissimo" or "Dominic Bellissimo" 

brands that are used in connection with the Company's business. 

94. The Stalking Horse Agreement contemplates that the Stalking Horse Purchaser 

will continue to operate the business as a going concern (at least 110 store locations will continue 

to operate), which will result in the preservation of a significant number of jobs in Canada (at 

least 1,100 jobs). 

95. It is contemplated that, if the Stalking Horse Purchaser is the successful bidder 

under the terms of the SISP, it will assume the indebtedness of the Company to CIBC and, upon 

closing, CIBC will provide the Stalking Horse Purchaser with a new revolving credit facility to 

replace the existing CIBC Facility. 

96. The other material terms of the Stalking Horse Agreement are as follows: 

(a) the purchase of a majority (at least 110) of the Company's store locations and 

assets by the Stalking Horse Purchaser; 
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(b) no later than February 17, 2016, the Stalking Horse Purchaser will deliver to the 

Company a list of the store locations it wishes to acquire, representing not less 

than 110 of the Company's retail stores; 

(c) the Stalking Horse Purchaser will offer employment to not less than 1,100 of the 

' Company's employees on terms and conditions of employment which are 

substantially similar in the aggregate to those employees' existing terms and 

conditions of employment; 

(d) the assumption by the Stalking Horse Purchaser of the Company's debts and 

liabilities in respect of the Purchased Assets (as defined in the Stalking Horse 

Agreement) from and after the closing of the transaction; 

(e) the assumption by the Stalking Horse Purchaser of the Company's trade debt to 

be paid by the Stalking Horse Purchaser over a six month period, provided that 

acceptable terms can be reached with respect to the continued terms of trade and 

payments; 

(f) the assumption by the Stalking Horse Purchaser of (i) amounts owing to the Term 

DIP Lenders under the DIP Agreement, and (ii) the additional advance under the 

GSO Credit Agreement in the amount of $2.5 million; 

(g) it is conditional on the Stalking Horse Purchaser obtaining a commitment letter 

from CIBC with respect to CIBC providing the Stalking Horse Purchaser with a 

new revolving credit facility on terms acceptable to the Stalking Horse Purchaser; 
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(h) to the extent notification is required, it is subject to approval under the 

Competition Act (Canada); 

(i) it is conditional upon the Court issuing the Initial Order approving, among other 

things, the DIP Agreement; 

(j) it is subject to Court approval; and 

(k) closing of the transaction within four business days of the satisfaction of the 

conditions to closing, which is expected to be in May, 2017, or such earlier or 

later date as agreed to by the parties. 

97. The Stalking Horse Agreement provides for the continuation of a substantial 

portion of the Company's business, thereby assuring a customer for suppliers, a tenant for 

landlords, employment for a majority of the Company's employees, and an ongoing business for 

its many customers. It also provides stability during the SISP. 

E) The Liquidation Consulting Agreement 

98. Prior to seeking protection tmder the CCAA, the Company, with the assistance of 

the Retail Consultant and the Lease Consultant, conducted an analysis of the performance of 

each of its retail store locations. As a result of this analysis the Company, in consultation with 

the Retail Consultant, has determined that it is in the best interests of the Company's 

stakeholders to liquidate the inventory and owned FF&E at a number of the poorest performing 

stores (which the Stalking Horse Purchaser has indicated it will not assume on existing lease 

terms). 
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99. In conjunction with the proposed restructuring transaction to be carried out 

through the SISP, the Company entered into a liquidation consulting agreement with a 

contractual joint venture composed of Gordon Brothers Canada ULC ("Gordon Brothers") and 

Merchant Retail Solutions ULC (together, the "Liquidation Consultant") dated January 24, 

2017 (the "Liquidation Consulting Agreement") pursuant to which the Company proposes to 

engage the Liquidation Consultant as its exclusive consultant to advise the Company with 

respect to the liquidation of certain stores. The Company is to provide an initial list of stores to 

be liquidated (the "Closing Stores") to the Liquidation Consultant no later than February 2, 

2017, and the Company may then add or remove stores from the list of Closing Stores imtil 

March 15, 2017. It is the Company's intention, with the assistance of the Lease Consultant, to 

attempt to negotiate rent concessions between the filing date and March 15, 2017 in order to 

determine if any of the underperforming stores can be continued. Absent rent concessions, the 

Company would designate such underperforming stores as Closing Stores. Attached hereto and 

marked as Exhibit "0" is a true copy of the Liquidation Consulting Agreement. 

100. The Liquidation Consulting Agreement is not effective unless the Company has 

obtained an order approving the Liquidation Consulting Agreement (the "Liquidation 

Consultant Approval Order"). 

101. I understand that Gordon Brothers is related to the majority shareholder of the 

Company. The Company marketed the liquidation consulting opportunity to approximately 6 

firms that provide liquidation consultant services. The Company received four bids and selected 

the Liquidation Consultant as the successful bidder. A number of the liquidation proposals 

received, including that firom the Liquidation Consultant, contained financial terms that were 

within a narrow competitive range. The Liquidation Consultant's bid was selected because the 
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Company was of the view that the level of services, including supervisory and advertising 

support, as reflected in the proposed budget and through discussions with the Liquidation 

Consultant, were the most attractive. 

102. The Liquidation Consulting Agreement provides that the Liquidation Consultant 

will assist the Company in liquidating Merchandise (as defined in the Liquidation Consulting 

Agreement) and FF&E at the Closing Stores commencing on or about February 4, 2017, or on 

such other date as agreed to by the Company and the Liquidation Consultant, and conclude no 

later than April 30, 2017, subject to amendment by agreement of the Company and the 

Liquidation Consultant (the "Sale Term"). 

103. The liquidation sale is to be conducted in accordance with the sales guidelines 

appended as Schedule "A" to the draft Court Order for approval of the Liquidation Consulting 

Agreement (which in turn is appended as Exhibit "A" to the Liquidation Consulting Agreement) 

(the "Sale Guidelines"). 

104. The Liquidation Consulting Agreement permits the Company to, among other 

things, increase or decrease the number of stores involved in the liquidation process at any time 

up to March 15, 2017. Accordingly, if during the Sale Term the Company, with the assistance of 

the Lease Consultant (subject to obtaining Court approval of the Second Lease Consulting 

Agreement), is able to renegotiate lease terms in respect of certain stores such that the store 

becomes desirable to the Stalking Horse Purchaser or another bidder under the SISP, as 

applicable, such store can be removed from the liquidation process and kept open following 

completion of a sale or other transaction entered into pursuant to the SISP. 
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105. The Liquidation Consulting Agreement provides that the Company is responsible 

for all reasonable costs and expenses incurred in connection with the sale of Merchandise and 

FF&E at the Closing Stores. The Liquidation Consultant will be paid a fee equal to 1.25% of the 

gross proceeds of the sale of Merchandise (as defined in the Liquidation Consulting Agreement) 

at the Closing Stores and 20.0% of the gross receipts (net only of applicable sales taxes, if any) 

from all sales or other dispositions of FF&E. 

106. Employees at the Closing Stores will be paid all wage and vacation pay amounts 

in the ordinary course through the liquidation. 

107. I am advised by Gilles Benchaya of the Proposed Monitor that the Proposed 

Monitor is supportive of the Liquidation Consulting Agreement and the transactions 

contemplated therein. I understand that both GSO and CIBC are also supportive of the sale of 

inventory and FF&E at the Closing Stores pursuant to the Liquidation Consulting Agreement. 

F) SISP 

108. The Stalking Horse Agreement provides for the marketing of the Company's 

business and assets pursuant to the proposed SISP. The proposed SISP contemplates a six week 

marketing/ bid period. In order to protect the release of certain sensitive lease information to the 

Company's competitors, the SISP contemplates a two phase bidding process. During the first 

phase, bidders will receive access to coded lease information. If a bidder submits a qualified bid 

under the first phase of the bid process, it will be invited to participate in the second phase of 

bidding where it will be provided with imcoded information in respect of the leases that reveals 

additional sensitive information. 
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109. The deadline for submission of phase 1 bids under the SISP is proposed to be 

5:00 p.m. (Eastern Time) on March 13, 2017. The deadline for submission of phase 2 bids for 

those phase 1 bidders that are determined by the Company, in consultation with the Monitor, to 

be qualified bidders, is proposed to be 5:00 p.m. (Eastern Time) on March 24, 2017. Attached 

hereto and marked as Exhibit "P" is a true copy of the proposed SISP. 

110. The SISP will be initiated by distribution of a teaser document (the "Teaser") to 

potential interested parties that describes the opportunity and invites interested parties to consider 

a potential transaction with or involving the Company by gaining access to a confidential data 

room upon execution of a non-disclosure agreement. The Teaser will be distributed to potential 

interested parties, including retailers, private equity firms and liquidation firms. Attached hereto 

and marked as Exhibit "Q" is a true copy of the Teaser. 

111. The SISP was designed in the hopes of attracting offers for the Company's 

business and/or assets that is superior to the offer contemplated in the Stalking Horse Agreement. 

The Stalking Horse Agreement will, subject to Court approval, serve as the "stalking horse credit 

bid" in the SISP. 

112. The SISP contemplates that, in the case of a sale proposal, a bidder will submit an 

executed purchase agreement substantially in the form of a template agreement that the Proposed 

Monitor will upload to the dataroom, together with a blackline. Because investment proposals 

could take several different forms, the SISP does not contemplate the use of a base form of 

investment agreement. Rather, parties interested in making an investment proposal would be 

permitted to submit that proposal in a form of their choosing, provided it included sufficient 
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transaction details that the Company and the Monitor can understand and assess the commercial 

and legal terms of the proposal. 

113. The SISP contemplates that the Company can accept, subject to Court approval, 

one (or more than one, if for distinct and compatible transactions) of the qualified phase 2 bids 

(the "Successful Bid"). The Company is also entitled to conditionally accept one (or more than 

one, if for distinct and compatible transactions) of the qualified phase 2 bids, which acceptance 

will be conditional upon the failure of the transaction(s) contemplated by the Successful Bid to 

close (the "Back-up Bid"). 

114. If more than one qualified bid is received in the phase 2 bid process, or if the 

Company, in consultation with the Monitor, otherwise determines that an auction is appropriate 

under the circumstances, the Company, with the approval of the Monitor, may pursue an auction 

(an "Auction") in accordance with the procedures set out in Schedule "C" to the SISP. 

115. The outside date for closing a transaction under the SISP is anticipated to be June 

15, 2017, or such other date as the Company, the Monitor and the Successful Bidder(s) and any 

Back-up Bidder may agree, acting reasonably. 

116. Under the terms of the SISP, the Company shall be under no obligation to accept 

the highest or best offer or any offer (other than the offer contained in the Stalking Horse 

Agreement if no other higher or better offer is accepted). 

117. I am advised by Gilles Benchaya of the Proposed Monitor that the Proposed 

Monitor is supportive of the SISP, and that the terms of the SISP will be more fully described in 

a report of the Proposed Monitor, to be filed. I understand that both GSO and CIBC are also 

supportive of the SISP. 
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G) The Company is Insolvent 

118. As described above, the Company is indebted to GSO, among others, under the 

GSO Credit Agreement in the approximate amount of $39.4 million (including accrued interest) 

as at January 21, 2017, and the Company is unable to satisfy these obligations in full if required 

by GSO. 

119. The Company is also indebted to CIBC and does not have sufficient liquidity to 

repay the outstanding indebtedness to CIBC in full if CIBC should make a demand for 

repayment. As of January 21, 2017, there was approximately $14.4 million (including accrued 

interest) outstanding under the CIBC Credit Agreement. 

120. Accordingly, and as set out elsewhere in this affidavit, the Company is insolvent. 

It cannot meet its liabilities as they come due and, without the protection of the CCAA and the 

benefit of the DIP Agreement and the ABL DIP Forbearance Agreement, the ability of the 

Company to undertake the SISP for the benefit of its stakeholders may be seriously impaired. 

121. If the DIP Facility, or some other financing, is not available to the Company 

before February 1, 2017, the Company will have insufficient liquidity to pay its rents and meet 

its other obligations. 

122. The Company, in consultation with the Retail Consultant, has explored its 

strategic alternatives and the Company has determined that it is in the best interests of the 

Company and its stakeholders to enter into the Second Lease Consulting Agreement, the Stalking 

Horse Agreement, the Liquidation Consulting Agreement, and to pursue the SISP. The 

protection of the CCAA, including the stay of proceedings and interim financing which are 

available under the ABL DIP Forbearance Agreement and the DIP Agreement, will enable the 
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Company to maintain and stabilize operations while pursuing its restructuring to maximize value 

for the Company's various stakeholders. 

V. INTERIM FINANCING - DIP AGREEMENT & ABE DIP FORBEARANCE 
AGREEMENT 

A) DIP Agreement 

123. As discussed above, on or about January 24, 2017, the Company and the Term 

DIP Lenders entered into the DIP Agreement. It is contemplated that the Term DIP Lenders will 

advance to the Company as a debtor-in-possession non-revolving credit facility (the "DIP 

Facility") up to the amount of $5.5 million (the "Loan Amount") pursuant to the DIP 

Agreement to fund the portion of the cash requirements of the business in accordance with the 

Approved Cash Flow, subject to a number of terms and conditions, including that GSO be 

granted the Term Lenders' DIP Charge as security for advances it makes during these CCAA 

proceedings. 

124. The proceeds of the Company's borrowings under the DIP Facility must be used 

for funding its costs and expenses solely in accordance with the Company's projected rolling 13-

week period detailed cash flow (the "Approved Cash Flow"), as approved by the Majority 

Lenders (defined in the DIP Agreement as the Term DIP Lenders whose outstanding 

commitments represent more than 50% of the sum of the total Loan Amount). 

125. Subject to limited exclusions, advances under the DIP Agreement bear interest at 

the CDOR Rate (as defined in the DIP Agreement) plus 14%. The Company has the option to 

have the interest due and owing under the DIP Agreement capitalized and added to principal. 
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126. As discussed above, the Stalking Horse Agreement is conditional upon the Court 

issuing an Order approving the DIP Agreement. The DIP Agreement also provides that the Term 

Lenders' agreement to make advances under the DIP Facility is conditional upon, among other 

things, the Company obtaining a Court Order recognizing the Stalking Horse Agreement as a 

"stalking horse credit bid" and approving the proposed SISP. 

127. Among other terms, advances under the DIP Agreement are also conditional upon 

(a) the payment of all fees and expenses payable to the Term DIP Lenders, among others, 

including a DIP facility fee in the aggregate amount of $55,000 and an annual administration fee 

to the Servicing Agent (as defined in the DIP Agreement) in the aggregate amount of USD 

$15,000, (b) approval of the Approved Cash Flow by the Majority Lenders, (c) an Initial Order 

in the CCAA proceedings that, among other terms, approved the DIP Agreement and grants the 

Term DIP Lenders, among others, a priority charge (ranking immediately behind the 

Administrative Charge, the ABL Security (in respect of the ABL Priority Collateral) and the 

Permitted Encumbrances (each as defined in the DIP Agreement)) on the assets of the Company 

in respect of all of the obligations of the Company under or in connection with the DIP Facility, 

the DIP Agreement and the other DIP Credit Documents, (d) a commitment letter between GSO 

and CIBC for a new revolving credit facility available to the Stalking Horse Purchaser 

immediately following the closing of the transaction contemplated by the Stalking Horse 

Agreement, and (e) an Order approving the Stalking Horse Agreement and SISP. 

B) ABL DIP Forbearance Agreement 

128. As discussed above, on or about January 24, 2017, the Company and CIBC 

entered into the ABL DIP Forbearance Agreement. Pursuant to the terms of the ABL DIP 
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Forbearance Agreement, CIBC has agreed, among other things, to allow the Company to 

continue to bon-ow under the revolving facility in an amount not to exceed the lesser of 

$25,000,000 million and the Company's borrowing base formula as set forth in the Approved 

Cash Flow, to fund the Company's operations during the CCAA proceedings. 

129. Among other terms, the ABL DIP Forbearance Agreement is conditional upon (a) 

the payment of all fees and expenses payable to CIBC including the payment of a forbearance 

fee in the aggregate amount of $125,000, (b) approval of the Approved Cash Flow by CIBC, (c) 

an Initial Order in the CCAA proceedings that, among other terms, (i) provides that CIBC shall 

be treated as an "unaffected creditor" in the CCAA proceedings, (ii) grants CIBC a priority 

charge (ranking immediately behind the Administration Charge) on the assets of the Company 

(excluding the Term Priority Collateral) in respect of all advances made on or after the time of 

granting the Initial Order, (iii) directs that at no time on or after the date of the Initial Order will 

the property of the Company be subject to a Court ordered charge in favour of any person 

ranking in priority to the CIBC security and charge, without CIBC's consent (other than the 

Administration Charge, the Term Lenders' DIP Charge (solely in respect of the Term Priority 

Collateral), and any existing liens in respect of the Term Priority Collateral granted by the 

Company to the Term DIP Lenders, and (iv) authorizes the Company to use the Company's post-

CCAA filing receipts to pay the Company's pre-filing indebtedness under the CIBC Credit 

Agreement. The ABL DIP Forbearance Agreement expressly provides that post-filing 

borrowings shall not be used to pay pre-filing indebtedness to CIBC. 

130. As discussed above, the ABL DIP Forbearance Agreement requires that the 

blocked account arrangements continue throughout the CCAA proceedings (with the exception 
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of a separate account, that will not be a blocked account, where the Company will deposit 

advances made by the Term DIP Lenders under the DIP Agreement). 

VI. CASH-FLOW FORECASTS 

131. Attached hereto and marked as Exhibit "R" is a true copy of a proj ected cash flow 

statement with respect to the Company for the seven week period January 22, 2017 to March 11, 

2017 (the "Cash Flow Statement"). 

132. The Cash Flow Statement demonstrates the cash needs of the Company during the 

forecast period and demonstrates that, assuming the DIP Agreement and the ABL DIP 

Forbearance Agreement are approved and funds are advanced to the Company in accordance 

with their terms, the Company will have sufficient liquidity to fund its post-filing obligations and 

the costs of these CCAA proceedings during the cash flow period. 

133. The Cash Flow Statement has been prepared with the assistance of the Proposed 

Monitor and is accompanied by the prescribed representations in accordance with the CCAA. 

134. As described below, it is contemplated that the D&O Charge will rank behind the 

charges in favour of the Term DIP Lenders and the ABL Lender, including the ABL Lender's 

DIP Charge and the Term Lenders' DIP Charge. The directors of the Company are concerned 

that, if they are required to rely upon the D&O Charge, there may be insufficient value in the 

Company's property to satisfy any underlying liability. The directors have therefore requested, 

and the Company has agreed (with the support of the ABL Lender and the Term DIP Lenders) to 

deposit funds in escrow with the Monitor (if so appointed) in amounts sufficient to allow the 

Company to remit and pay sales tax and to stand as cash collateral for the D&O Charge in 

respect of certain employment related priority obligations in the event the Company's cash flow 
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from operations and loan facilities are either insufficient or unavailable to remit and pay such 

amounts. 

135. As part of this arrangement, the Company will transfer funds to the Monitor (if so 

appointed) in an amount sufficient to satisfy its projected HST remittance requirements in 

advance, on a weekly basis, to ensure that any amounts owing in respect of HST for each week 

in the post-filing period will be paid by the Company. 

136. The escrow arrangements are reflected in the Cash Flow Statement approved by 

the ABL Lender and Term DIP Lenders, and presented to the Court on this Application. 

VII. RELIEF SOUGHT 

A) Stay of Proceedings 

137. The Company requires a broad stay of proceedings to allow it to continue to 

operate and maintain the status quo while it pursues its restructuring described herein with a 

view to maximizing benefits to its creditors and other stakeholders. 

138. In addition to a stay of proceedings against the Company and its assets, the 

Company is seeking a stay of proceedings against its offrcers and directors to ensure that they are 

able to focus their efforts on the restructuring and related activities and to prevent creditors and 

others from seeking to do indirectly what they cannot do directly by asserting claims or other 

relief relating to the debts and obligations of the Company against its officers and directors. 
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B) Approval of the Second Lease Consulting Agreement 

139. It is contemplated that the Lease Consultant will continue to advise the Company 

pursuant to the terms of the Second Lease Consulting Agreement, subject to approval of the 

Court. 

140. As described above, the Lease Consultant will be engaged to assist the Company 

in renegotiating lease terms for certain of the Closing Stores in the hopes of making those leases 

more attractive to the Stalking Horse Purchaser or another bidder under the SISP, as applicable, 

so that those leases may be removed from the liquidation process and the stores kept open 

following completion of a sale or other transaction entered into pursuant to the SISP. 

141. The Second Lease Consulting Agreement contemplates the payment of a fee to 

the Lease Consultant of (i) $50,000 upon the issuance of the Initial Order, (ii) $50,000 payable 

by February 15, 2017, and (iii) an amount which is 2% of the annual rental saving to the 

Company resulting from the renegotiation of the Company's existing leases (which shall be no 

less than $75,000 and no more than $150,000). 

142. It is a condition of the Second Lease Consulting Agreement that the Company 

obtaining Court authorization to fulfill its obligations under the Second Lease Consulting 

Agreement. 

143. I am advised by Gilles Benchaya of the Proposed Monitor that the Proposed 

Monitor is supportive of the engagement of the Lease Consultant pursuant to the Second Lease 

Consulting Agreement. I understand ' that both GSO and CIBC are also supportive of the 

engagement of the Lease Consultant. 
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C) Payment of Pre-Filing Amounts 

144. The Company anticipates paying certain pre-filing amoimts which must be paid 

following the date of the Initial Order to prevent significant impact to the Company's business. 

145. As described above, the continued engagement of certain of the Company's 

merchandise suppliers is critical to its ongoing operations. Disruption to these vendors may 

interrupt the supply of inventory to the Company. The Company is therefore requesting that it be 

permitted to pay certain pre-filing amounts owing to certain of those vendors that it considers 

critical to its business, in the maximiim aggregate amount of $1 million, subject to the express 

prior approval of the Monitor or Order of the Court. 

D) Approval of Stalking Horse Agreement, SISP & Liquidation Consulting Agreement 

146. In a separate motion returnable January 30, 2017, the Company is seeking Court 

approval of the execution of the Stalking Horse Agreement, the SISP and the Liquidation 

Consulting Agreement. 

147. The Company, with the assistance of the Retail Consultant, has engaged in a 

thorough review of its strategic alternatives and has concluded that the execution of the Stalking 

Horse Agreement and the Liquidation Consulting Agreement, and the pursuit of the SISP 

through proceedings under the CCAA, is the best course of action to maximize value for its 

stakeholders. 

148. The Stalking Horse Agreement will provide the Company's stakeholders with 

assurance that the business conducted by the Company will continue as a going-concern. 
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149. The Stalking Horse Agreement will also provide for the continuation of a 

substantial portion of the Company's business, thereby assuring a customer for suppliers, a 

tenant for landlords, employment for a majority of the Company's employees, and an ongoing 

business for its many customers. It also provides stability during the SISP 

150. The SISP provides a means for testing the market, gauging interest in the 

Company and its assets and determining whether a transaction is available that is more 

advantageous to the Company and its stakeholders than the Stalking Horse Agreement. 

151. In conjunction with the proposed restructuring transaction to be carried out 

through the SISP, the Company, in consultation with the Retail Consultant, has determined that it 

is in the best interests of the Company's stakeholders to liquidate the inventory and owned FF&E 

at the Closing Stores pursuant to and in accordance with the Liquidation Consulting Agreement. 

152. I am advised by Gilles Benchaya of the Proposed Monitor that the Proposed 

Monitor is supportive of the Stalking Horse Agreement, the Liquidation Consulting Agreement 

and the SISP. I understand that both GSO and CIBC are also supportive of these restructuring 

steps. 

E) Approval of the DIP Agreement & Term Lenders' DIP Charge and the ABL DIP 
Forbearance Agreement & ABL Lender's DIP Charge 

153. As reflected in the Cash Flow Statement, the DIP Agreement and the ABL DIP 

Forbearance Agreement are intended to provide the Company with sufficient liquidity to (i) 

maintain its ongoing operations during the course of these CCAA proceedings, including 

payment of employees; (ii) fund the costs of these proceedings; and (iii) pursue the SISP and any 

transaction(s) resulting therefrom. 
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154. It is a condition of any advance under the DIP Agreement that, in addition to its 

existing contractual security, GSO be granted a priority Court-ordered charge on all the assets, 

rights, undertakings and properties of the Company (the "Property") as security for amounts 

advanced to the Company under the DIP Agreement (the "Term Lenders' DIP Charge"). 

155. In addition, it is a condition of the ABL DIP Forbearance Agreement that CIBC 

maintain its priority in the ABL Priority Collateral and be granted a Court-ordered charge on the 

Property as security for amounts advanced to the Company under the CIBC Credit Agreement 

after the date of this Initial Order (the "ABL Lender's DIP Charge"). 

156. The relative priority of the Court-ordered charges (collectively, the "Charges") is 

proposed to be as follows: 

(a) With respect to the ABL Priority Collateral: 

First - Administration Charge; 

Second - ABL Lender's DIP Charge; 

Third - Liens granted to the ABL Secured Parties; 

Fourth - Term Lenders' DIP Charge; 

Fifth - Liens granted to the Term Secured Parties (as defined in the Intercreditor 

Agreement); 

Sixth - KERP Charge; and 

Seventh - Directors' Charge. 

(b) With respect to the Term Priority Collateral: 

First - Administration Charge; 
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Second - Term Lenders' DIP Charge; 

Third - Liens granted to the Term Secured Parties; 

Fourth - ABL Lender's DIP Charge; 

Fifth - Liens granted to the ABL Secured Parties; 

Sixth - KERP Charge; and 

Seventh-Directors' Charge. 

157. The Term DIP Lenders and CIBC have advised the Company that they will not 

advance any funds under the DIP Agreement or the ABL DIP Forbearance Agreement, 

respectively, unless the Court approves the Term Lenders' DIP Charge and the ABL Lender's 

DIP Charge. 

158. I understand that both CIBC and GSO are amenable to the Charges. The only 

other secured creditors of the Company appear to be Xerox, CDLS and BNS. As stated above, 

the Charges sought by the Company in this Application are not proposed, at this time, to rank in 

priority to the registrations in favour of Xerox, CDLS or BNS, to the extent they represent 

validly perfected and enforceable security interests. 

159. The Cash Flow Statement demonstrates that, without financing through the cash 

flow period, the Company is unable to fund its operations or pursue its restructuring. If the Court 

approves the DEP Agreement and the ABL DIP Forbearance Agreement and funds are made 

available therermder, the Cash Flow Statement projects that the Company will have sufficient 

funding to continue its operations and to pursue the restructuring during the projected cash-flow 

period. 
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160. Prior to executing the DIP Agreement and the ABL DIP Forbearance Agreement, 

the Company considered, among other things, the following factors: 

(a) the Cash Flow Statement indicates that the interim financing provided under the 

DIP Agreement and the ABL DIP Forbearance Agreement will provide the 

Company with sufficient liquidity to fund its ongoing operations while pursuing 

the restructuring throughout the projected cash-flow period; 

(b) it is expected that the Company will continue to operate the majority of its stores, 

with continued employment of its store-level employees and ongoing payment of 

rents, while it pursues the SISP; 

(c) the Company has the support of its primary secured creditors CIBC and GSO; 

(d) as the existing secured lenders with first registered security on the assets of the 

Company, CIBC and GSO, are best positioned to provide the interim financing on 

commercially reasonable terms; 

(e) the interim financing is necessary to permit the Company to maintain its 

operations while it pursues its restructuring; and 

(f) the Proposed Monitor has indicated that it is supportive of the DIP Agreement and 

the ABL DIP Forbearance Agreement and the financing contemplated therein. 

161. In addition, the DIP Agreement and the ABL DIP Forbearance Agreement will 

provide the Company with stability during these CCAA proceedings which will allow the 

Company to focus its efforts on its restructuring. 
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F) Approval of the Term Forbearance Agreement 

162. The Company is seeking the Court's authorization to carry out its obligations 

under the Term Forbearance Agreement which will provide the Company with stability during 

these CCAA proceedings and allow the Company to focus its efforts on its restructuring. 

163. The Company is dependent on continued forbearance from its secured term lender 

GSO. 

G) Approval of the Administration Charge 

164. The Company is seeking a charge on the Property, in priority to all other charges, 

in the maximum amount of $500,000 (the "Administration Charge") to secure the fees and 

disbursements of the Monitor, counsel to the Monitor, independent counsel to the directors of the 

Company and counsel to the Company, in each case incurred in connection with services 

rendered to the Company both before and after the commencement of these CCAA proceedings. 

165. It is important to the success of the Company's restructuring efforts to have the 

Administration Charge in place to ensure the continued involvement of critical professionals. 

166. The Company has worked with the Proposed Monitor and the other professionals 

to estimate the proposed quantum of the Administration Charge, and in so doing, has taken into 

account the amounts held by these firms as retainers, being: $100,000 (Fasken), $50,000 

(Cassels), $100,000 (Richter) and $25,000 (Lax O'Sullivan). 

H) Approval of the D&O Indemnity and Charge 

167. To ensure the ongoing stability of the Company's business during the CCAA 

period, the Company requires the continued participation of its directors and officers. 
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168. The Company is seeking customary provisions staying all proceedings against the 

directors and officers of the Company with respect to all claims against the directors or officers 

that relate to any obligations of the Company whereby the directors or officers are alleged under 

any law to be liable in their capacity as directors or officers of the Company. 

169. I understand that in certain circumstances directors can be held liable for certain 

obligations of a company, including those owing to employees and government entities. 

170. The Company maintains directors' and officers' liability insurance (the "D&O 

Insurance"), The current D&O Insurance policies include an aggregate amount of $10 million in 

coverage. This coverage is subject to certain retentions, deductibles, exclusions, or some 

combination of the foregoing, all of which create a degree of uncertainty. 

171. The directors and officers of the Company have indicated that, due to the risk of 

personal exposure associated with the Company's aforementioned liabilities, they will not 

continue their service with the Company during the post-filing period unless the Initial Order 

establishes an indemnity in their favour and grants a charge on the Property in the amount of 

$800,000 (the "D&O Charge") on customary terms. The D&O Charge is proposed to rank in 

accordance with the priority set out in paragraph 156 of this Affidavit, provided, however, that it 

will have first priority solely with respect to the Directors' Escrow (as defined in the Initial 

Order). 

172. The D&O Charge will allow the Company to continue to benefit from the 

expertise and knowledge of its directors and officers. The Company believes the D&O Charge is 

reasonable in the circumstances. I am informed by Gilles Benchaya of the Proposed Monitor and 

believe that the Proposed Monitor is supportive of the indemnity and D&O Charge and its 
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quantum. CIBC and GSO have been consulted in respect of the quantum of the proposed D&O 

Charge and I understand that they are supportive of the charge. 

I) Approval of the KERPs & KERP Charge 

173. As described above, the Company seeks an Order approving the KERPs that the 

Company is offering to the Key Employees as an incentive for them to remain with the Company 

through these CCAA proceedings. The Company is also seeking a charge on its Property to 

secure the obligations of the Company in respect of the KERP entitlements (the "KERP 

Charge"). The KERP Charge is proposed to rank in accordance with the priority set out in 

paragraph 156 of this Affidavit. 

174. Absent Court approval of the KERPs and the KERP Charge, the Key Employees 

may have little incentive to remain with the Company through these CCAA proceedings and are 

likely to seek other employment opportunities at some point during these proceedings. 

175. The participation of the Key Employees is critical to the Company's restructuring 

through these CCAA proceedings. The aggregate maximum amount under the KERPs of 

$190,000 is reasonable considering the relative experience of the Key Employees and their 

familiarity with the Company's assets and overall business. 

176. I am advised by the board of directors of the Company that they have determined 

that the KERPs are necessary and appropriate in the circumstances. I am advised by Gilles 

Benchaya of the Proposed Monitor that the Proposed Monitor is supportive of the KERPs and 

the KERP Charge. I understand that CIBC and GSO have been consulted in respect of the 

proposed KERPs and I understand that they have no objection to the KERPs being sought, 

including the KERP Charge. 

233314.00092/94483262.14 



J) The Monitor 

177. Richter has consented to act as Monitor of the Company, subject to 

Court approval. Attached hereto and marked as Exhibit "S" is a true copy of the written consent 

of Richter to act as Monitor herein. 

178. Richter is a trustee within the meaning of section 2 of the BIA and is not subject 

to any of the restrictions on who may be appointed as monitor set out in section 11.7(2) of the 

CCAA. 

179. The Proposed Monitor is an affiliate of the Retail Consultant. The Company does 

not have a direct or indirect prior business relationship with Richter other than (i) in respect of 

the Retail Consultant; and (ii) Richter was the monitor in the CCAA proceedings of 247. Having 

regard to the role of the Retail Consultant and the role of Richter as monitor in 247's CCAA 

proceedings, and given the Retail Consultant's role to date in the Company's preparation for this 

CCAA filing, I anticipate that there will be a significant amount of overlap between the 

personnel who have been involved in the Retail Consultant engagement to date, and those who 

will be involved in carrying out the duties and activities of the Monitor going forward. I believe 

this is sensible and efficient and in the interest of the Company's stakeholders. The primary 

secured creditors, CIBC and GSO, are aware of the relationship between the Retail Consultant, 

the monitor of 247's CCAA proceedings and the Proposed Monitor and have both consented to 

the appointment of the Proposed Monitor as Monitor in these proceedings. 

Vm. URGENCY 

180. The Company requires immediate access to the interim financing under the DIP 

Agreement and the ABL DIP Forbearance Agreement to normalize its operations, pay rent to its 
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landlords, and to secure the ongoing supply of services from its employees and other service 

providers to allow it to proceed with the SISP. If the DIP Facility, or some other financing, is not 

available to the Company before February 1, 2017, the Company will have insufficient liquidity 

to pay its rents and meet its other obligations. To maximize the recovery available to the 

Company and its stakeholders, it is imperative that the Company secure approval of the Stalking 

Horse Agreement and commence the SISP as soon as possible. This application is therefore 

being brought on an urgent basis. 

IX. PURPOSE OF AFFIDAVIT 

181. I swear this Affidavit in support of the Company's Application in these 

proceedings and the Company's Motion for approval of the execution of the Stalking Horse 

Agreement, the SISP and the Liquidation Consultation Agreemei 

SWORN BEFORE ME at the 
City of Toronto, in the 
Province of Ontario, this 
25^^ day of January, 2017 

233314.00092/94483262.14 



EXHIBIT "A" 



THIS IS EXHIBIT "A " 

referred to in the Affidavit of 

Mark Sun sworn before me this 

25th day of January, 2017 

si 
A Commissioner for Taking Affidavits SA. CLckU 



[GFI LETTERHEAD] 

STRICTLY PRIVATE AND CONFIDENTIAL 

Hand Delivered 

January 24, 2017 

RE: Incentive Payment 

As Grafton-Fraser Inc. (the "Company") enters this challenging period of its operations, 
the Company would like to assure you that your contributions continue to be valued. We truly 
appreciate your continued hard work and importance to the Company asflIB, particularly at 
this time. As you know, the Company is contemplating initiating proceedings under the 
Companies' Creditors Arrangement Act ("CCAA") 

In consideration of your ongoing loyalty to the Company, the Company is offering you 
the following incentive in addition to your regular salary: a cash payment payable 
upon one of the following events having taken place with respect to the Company: (a) the sale of 
all or substantially all of the assets of the Company in the CCAA proceedings; or (c) the issuance 
of an order by a Judge of the Ontario Superior Court of Justice declaring that the CCAA 
proceedings in respect of the Company are terminated. Vacation pay will not accrue in respect of 
the incentive payment. 

As security for the obligations of the Company to make the payments set out herein, the 
Company intends to create a charge over the property of the Company. This charge is intended to 
rank below the Administration Charge, the ABL Lender's DIP Charge, the Liens granted to the 
ABL Secured Parties, the Term Lenders' DIP Charge and the Liens granted to the Term Secured 
Parties, and ahead of the Directors' Charge. The Company will apply to the Ontario Superior 
Court of Justice in the CCAA proceedings for approval of this charge. 

Prior to the commencement of CCAA proceedings we will seek approval of this proposal 
from the Company's Board of Directors. The terms of this letter are conditional upon that 
approval. 

In order to receive the incentive bonus described above, (a) you must not have disclosed 
these arrangements to any person other than your personal representatives and legal advisors 
(other than any disclosure required by law), and (b) at the time such payments would be payable 
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you cannot have (i) resigned, (ii) been terminated with cause; or (iii) have failed to perform your 
duties and responsibilities diligently, faithfully and honestly. 

The incentive payment is to be paid in place of, and not in addition to, any success fee, 
bonus or other payment to which you may be entitled under your compensation arrangements 
with the Company that relate, in any way, to the completion of a restructuring or other 
transaction involving the Company, its balance sheet or its property. By accepting the incentive 
payment you agree to the compromise and release of any and all claims that you may have 
against the Company, its officers, directors, employees, agents and representatives in respect of 
all such success fees, bonuses or other payments. 

Yours truly, 
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[GFI LETTERHEAD] 

STRICTLY PRIVATE AND CONFIDENTIAL 

Hand Delivered 

January 24, 2017 

Dear^mp; 

RE: Incentive Payment 

As Grafton-Fraser Inc. (the "Company") enters this challenging period of its operations, 
the Company would like to assure you that your contributions continue to bg valued. Wejruly 
appreciate your continued hard work and importance to the Company , 
particularly at this time. As you know, the Company has initiated proceedings under the 
Companies ' Creditors Arrangement Act ("CCAA") 

In consideration of your ongoing loyalty to the Company, the Company is offering you 
the following incentive in addition to your regular salary: a $ tÊjÊÊKÈ cash payment payable 
upon one of the following events having taken place widi respecH^i^ompany: (a) the sale of 
all or substantially all of the assets of the Company; or (c) the issuance of an order by a Judge of 
the Ontario Superior Court of Justice declaring that the CCAA proceedings in respect of the 
Company are terminated. Vacation pay will not accrue in respect of the incentive payment. 

As security for the obligations of the Company to make the payments set out herein, the 
Company has obtained an Order from the Court creating a charge over the property of the 
Company. This charge ranks below the Administration Charge, the ABL Lender's DIP Charge, 
the Liens granted to the ABL Secured Parties, the Term Lenders' DIP Charge and the Liens 
granted to the Term Secured Parties, and ahead of the Directors' Charge (each as defined in the 
Initial Order made by the Court in the CCAA proceedings dated January [25], 2017). 

In order to receive the incentive bonus described above, (a) you must not have disclosed 
these arrangements to any person other than your personal representatives and legal advisors 
(other than any disclosure required by law), and (b) at the time such payments would be payable 
you cannot have (i) resigned, (ii) been terminated with cause; or (iii) have failed to perform your 
duties and responsibilities diligently, faithfully and honestly. 

Yours truly, 
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THIS IS EXHIBIT "B" 

referred to in the Affidavit of 

Mark Sun sworn before me this 

25th day of Januaiy, 2017 



Execution Cody 

$50,000,000 
AMENDED AND RESTATED CREDIT FACILITY 

GRAFTON-FRASER INC., 
As Borrower 

-and-

THE GUARANTORS THAT MAY BECOME FROM TIME TO TIME 
PARTIES HERETO 

-and-

OFS AGENCY SERVICES, LLC, 
as Servicing Agent 

- aud-

BTD CP HOLDINGS LP, 
as Administrative Agent and 

Lead Arranger 

- and-

THE LENDERS FROM TIME TO TIME 
PARTIES HERETO 

Credit Agreement 
Made as of May 24,2007, as. amended and 
restated as of September 10, 2008 and as 
further amended and restated as of June 

16,2009 
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AMENDED AND RESTATED CREDIT AGREEMENT 

THIS AMENDED AND RESTATED CREDIT AGREEMENT made 
16^'' day of June, 2009. 

B E T W E E N :  

GRAFTON-FRASER INC., 
a coiporation amalgamated under the laws of the 
Province of Ontario, as borrower 

(hereinafter referred to as the "Borrower"), 

- and-

THE GUARANTORS THAT MAY BECOME 
FROM TIME TO TIME PARTIES HERETO, 

(hereinafter referred to as the "Guarantors"), 

- and -

THE LENDERS FROM TIME TO TIME 
PARTIES HERETO, 

(hereinafter referred to as the "Lenders"), 

- and-

OFS AGENCY SERVICES, LLC, 
a limited liability company formed under the laws 
of the State of Delaware, as Servicing Agent for the 
Lenders 

(hereinafter referred to as the "Servicing Agent") 

- and - • 

BTD CP HOLDINGS LP, 
a limited partnership formed under the laws of the 
State of Delaware, as Administrative Agent and 
Lead Arranger, formerly known as GSO CP 
Holdings LP 

(hereinafter referred to in its own capacity as "BTD 
LP" and in its capacity as administrative agent on 
behalf of the Lenders, as the "Administrative 
Agent"), 

Tor#: 2329457.8 



WHEREAS GF Acquisition Coip., the predecessor by amalgamation to the 
Borrower, and GSO Special Situations Fund LP are parties to a credit agreement dated as of May 
24, 2007 with the guarantors that may become from time to time parties thereto and the lenders 
that may become from time to time parties thereto (the "Original Credit Agreement"); 

AND WHEREAS the original lenders party to the Original Credit Agreement 
subsequently assigned their Participations (as such term is hereinafter defined) in the aggregate 
Outstanding Advance (as such term is hereinafter defined) to the Lenders; 

AND WHEREAS on September 10, 2008, GSO Special Situations F\md LP 
resigned as administrative agent and lead arranger under the Original Credit Agreement and 
BTD LP was appointed to such positions; 

AND WHEREAS on September 10, 2008, OFS Agency Services, LLC was 
appointed the Servicing Agent and agreed to assume certain responsibilities previously under the 
responsibility of the administrative agent; 

AND WHEREAS on September 10, 2008, the parties entered into an amended 
and restated credit agreement (the "Existing Credit Agreement") to reflect the resignation and 
appointments referred to above and certain other amendments set forth therein; 

AND WHEREAS the parties wish to enter into this amended and restated 
agreement to, among other things, amend certain covenants of the Borrower set forth in the 
Existing Credit Agreement and the Interest Rate payable on the Advance; 

NOW THEREFORE THIS AGREEMENT WITNESSES that, in consideration of 
the premises, the covenants herein contained and other valuable consideration (the receipt and 
sufficiency of which is hereby acknowledged), the parties hereto agree as follows: 

ARTICLE 1 
INTERPRETATION 

1.1 Dftfinitinns 

In this Agreement: 

"Accounts" means the accounts kept by the Servicing Agent pursuant to Section 2.14 to 
record the Borrower's liabilities to the Lenders rmder this Agreement; 

"Acquired Indebtedness" of any Person means Indebtedness of any other Person 
(including any Subsidiary) existing at the time, and continuing to exist immediately after 
the time, such other Person becomes a Guarantor or is merged into, or consolidated or 
amalgamated with, such Person or that is assumed in connection with the acquisition of 
assets from such other Person and, in each case, not incurred by such 'other Person in 
connection with, or in anticipation or contençlation of, such other Person becoming a 
Guarantor or such merger, consolidation, amalgamation or acquisition; 
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"Administrative Agent" means BTD LP, in its capacity as administrative agent for the 
Lenders hereunder, or any successor Administrative Agent appointed pursuant to Section 
11.6(c); 

"Advance" means the $50,000,000 advanced by the Lenders to the Borrower pursuant to 
the Drawdown Notice referred to in Section 2.3, as such amount may be reduced from 
time to time in the event of any prepayments made by the Borrower pursuant to Section 
2.6 or Section 2.8 and as such amount may be increased from time to time on Interest 
Payment Dates falling on or prior to the first anniversary of the Efrective Date pursuant 
to Section 2.10(b); 

"Affiliate" means an affiliated body corporate, partnership, joint venture or other Person 
and, for the purposes of this Agreement, (i) one body corporate, partnership, joint venture 
or other Person is affiliated with another if one such body corporate, partnership, joint 
venture or other Person is the Subsidiary of or is Controlled by the other or both are 
Subsidiaries' of the same body corporate, partnership, joint venture or other entity or-each 
of them is Controlled by the same Person and (ii) if two bodies corporate, partnerships, 
joint ventures or other Persons are affiliated with the same body corporate, partnership, 
joint venture or other Person at the same time, they are deemed to be affiliated with each 
other; 

"Affiliate Transaction" has the meaning specified in Section 6.2(i); 

"Agents" means, collectively, the Servicing Agent and the Administrative Agent and 
each individually an "Agent"; 

"Agreement" means this agreement and all Schedules attached hereto, as the same from 
time to time may be amended, restated, replaced or superseded in accordance with the 
terms hereof; 

"Applicable Law" means, with respect to any Person, property, transaction or event, all 
present or future applicable laws, statutes, regulations, rules, orders, codes, treaties, 
conventions, judgments, awards, detemnnations and decrees, official policies, guidelines, 
rulings, interpretation, bulletins and directives of any Governmental Authority (whether 
or not having thé force of law) or court of competent jurisdiction in any applicable 
jurisdiction, provided that in the case of any of the foregoing that do not have the force of 
law, the same are nevertheless applicable to or binding on such Person or such Person's 
property; 

"Applicable Pension Legislation" means, at any time, any applicable Canadian federal 
or provincial pension legislation, including all regulations made thereunder and all rules, 
regulations, rulings, guidelines, directives and interpretations made or issued by any 
Goverxunental Authority in Canada having or asserting jurisdiction in respect thereof, 
each as amended or replaced from time to time; 

"Arm's Length" has the meaning ascribed thereto for the pxirposes of the Income Tax Act 
(Canada) in effect as of the date hereof; 
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"Asset Disposition Trigger Event" means any Asset Sale made by the Borrower or a 
Guarantor; 

"Asset Sale" means any direct or indirect sale, issuance, conveyance, assignment, 
transfer, lease or other disposition (including by way of merger, consolidation or Sale and 
Lease-Back Transaction), other than to the Borrower or any Guarantor, in any single 
transaction or series of related transaction of (a) any Stock of or other equity interest in 
any Guarantor, or (b) any Property of the Borrower or of any Guarantor; provided that an 
Asset Sale shall not include: (i) a transaction or series of related transactions for which 
the Borrower and any Guarantor or any of them receive aggregate consideration of less 
than $500,000, (ii) the sale, lease, conveyance, disposition or other transfer of all or 
substantially all of the assets of the Borrower or any Guarantor as permitted by 
Section 6.2(d) or Section- 9.1, (iii) any disposition of any Cash Equivalents for proceeds 
equal to the greater of their face or notional amount and their fair market value, (iv) the 
sale or other disposition of inventory in the ordinary course of business, (v) any sales of 
property or equipment that has become wom out, obsolete or damaged or otherwise 
unsuitable for use in connection with the business of the Borrower or a Guarantor, as the 
case may be, where the proceeds of sale are immediately reinvested in the business of the 
Borrower or Guarantor, (vi) any sale or discoimt of receivables in the ordinary course of 
business on terms customary for transactions of such nature, excluding any securitization 
transaction, (vii) any transaction consummated in compliance with Section 6.2(h), and 
(viii) any leases or licences of assets not otherwise prohibited hereunder; 

"Asset Sale Proceeds" means, with respect to any Asset Sale, (i) cash received by the 
Borrower or any Guarantor fi:om such Asset Sale (including cash received as 
consideration for the assmnption of liabilities incurred in connection with or in 
anticipation of such Asset Sale), after (A) payment of all reasonable brokerage 
commissions, imderwriting and other fees (including legal and accounting fees) and 
expenses related to such Asset Sale, and (B) deduction of appropriate amounts to be 
provided by the Borrower or a Guarantor as a reserve, in accordance with GAAP, against 
any liabilities associated with the assets sold or disposed of in such Asset Sale and 
retaiued by the Borrower or a Guarantor after such Asset Sale, including, without 
limitation, pension and other post-employment benefit liabilities and liabilities related to 
environmental matters or against any indemnification obligations associated with the 
assets sold or disposed of in such Asset Sale, and (ii) promissory notes and other non
cash consideration received by the Borrower or any Guarantor from such Asset Sale or 
other disposition upon the liquidation or conversion of such notes or non-cash 
consideration into cash or Cash Equivalents; 

"Attributable Indebtedness" means, with respect to any Sale and Lease-Back 
Transaction, as at the time of determination, the greater of (i) the fair market value of the 
property subject to such arrangement (as reasonably determined by the Lenders) and (ii) 
the present value of the total obligations of the lessee for rental payments during die 
remaining term of the lease included in such Sale and Lease-Back Transaction (including 
any period for which such lease has been extended) or until such lease may be terminated 
by the lessee without penalty (or if terminable with a penalty, the aforesaid present value 
shall include the present value of such penalty). Such present value shall be calculated 
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using a discount rate equal to the rate of interest implicit in such transaction, determined 
in accordance with GAAP; 

"Banking Day" means a day, other than a Saturday or a Sunday or other day on which 
banks are required or authorized to close in any of Toronto, Canada, New York, New 
York, or London, England; 

"Borrower" means Grafton-Fraser Inc., the corporation existing as a result of the 
amalgamation of GF Acquisition Corp. and Grafton-Fraser Inc., and its permitted 
successors and assigns; 

"Borrower's Security" has the meaning specified in Section 7,1; 

"Borrower's Security Documents" has the meaning specified in Section 7.1; 

"Business" means the business of operating as à specialty retailer of menswear, tailored 
clothing and big and tall men's apparel, including operating under the Tip Top Tailors, 
Mr. Big & Tall, George Richards Big & Tall, Kihgsport, Kingsport Clothier, Stonehouse 
and Grafton & Co. trademarks, carried on, or to be carried on, by the Borrower and its 
Subsidiaries; 

"Canadian Dollars" and the symbols "S", "CAD" and "Cdn.S" each means the lawful 
currency of Canada in immediately available fimds; 

"Capital Assét" means, with respect to any Person, any tangible fixed or capital asset 
owned or leased (in the case of a Capital Lease) by such Person, or any expense incurred 
by such Person that is required by GAAP to be reported as a non-current asset on such 
Person's balance sheet; 

"Capital Expenditures" means, with respect to any Person and any period, all amounts 
expended by such Person during such period to acquire or construct or as may be 
otherwise expended, in respect of Capital Assets (including all amoimts paid or accrued 
on Capital Leases and other Indebtedness incurred or assumed to acquire or construct or 
be expended on Capital Assets) net of tenant allowances, required to be capitalized in 
accordance with GAAP; 

"Capital Leases" shall mean any and all lease obligations of a lessee that, in accordance 
with GAAP, are required to be capitalized; 

"Cash Equivalents" means (a) marketable direct obligations issued by, or 
unconditionally guaranteed by, the Government of Canada or issued by any agency or 
instrumentality thereof and backed by the full faith and credit of Canada, in each case 
maturing within one year fiom the date of acquisition thereof; (b) marketable direct 
obligations issued by any province or territory of Canada or any political subdivision of 
any such province or territory or any agency or instrumentality thereof maturing within 
one year firom the date of acquisition thereof and, at the time of acquisition, having one of 
the two highest rating obtainable firom either S&P or Moody's; provided that, in the event 
that any such obligation is not rated by S&P or Moody's, such obligation shall have the 
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highest rating from DBRS Limited; (c) investment in time deposit accounts, term deposit 
accounts, money market deposit accounts, certificates of deposit or bankers' acceptances 
maturing within one year from the date of acquisition thereof issued by any bank 
organized or licensed to carry on business under the laws of Canada or any Canadian 
branch of a foreign bank having at the date of acquisition thereof combined capital and 
surplus of not less than $1,000,000,000; (d) repurchase obligations with a term of not 
more than 30 days for underlying securities of the types described in clause (a) above 
entered into with any bank meeting the qualifications specified in clause (c) above; and 
(f) investments in money market funds that invest substantially all their assets in 
securities of the types described in any of clauses (a) through (d) above; 

"Change of Control" means (a) any sale, assignment, transfer or other disposition by 
StonehouseCo and/or the Parent that results in any Person other than the Parent acquiring 
an aggregate of more than 50% of the outstanding Voting Securities of the Borrower 
(calculated as of the date of the sale, assignment, transfer or other disposition) to one or 
more Persons that are not Affiliates of the Parent, (b) any sale, assignment, transfer or 
other disposition of all or substantially all of the assets of the Borrower or its successor to 
one or more Persons that are not Affiliates of the Parent, (c) any transaction or series of 
transactions resulting in a Guarantor ceasing to be a wholly-owned Subsidiary of the 
Borrower, or (d) any other merger, consolidation, amalgamation or other transaction that 
results in a Person other than the Parent or its Affiliates having Control of the Borrower; 

"Claims" has the meaning specified in Section i0.4(a); 

"Closing Date" means May 24,2007; 

"Collateral" means, collectively, all of the Property subject to the Liens, or intended to 
be subject to the Liens, created by the Security Documents, including any such Property 
that is or is intended to be subject to the Liens as a result of Borrower's execution and 
delivery of this Agreement, the Original Agreement and the Existing Agreement; 

"Commitment" means, with respect to a Lender, the amount set forth opposite the name 
of such Lender on Schedule 1.1 (a); 

"Consolidated Leverage Ratio" means, at any time, the ratio of the Borrower's Senior 
Indebtedness as at such time to LTM EBITDA for the twelve month period then ended; 

"Consolidated Net Income" means, with respect to any Person, for any period, the 
aggregate of the Net Income of such Person and its Subsidiaries for such period, on a 
consolidated basis, determined in accordance with GAAP; 

"Contractual Obligation", of any Person, means any indenture, note, lease, loan 
agreement, security, deed of trust, mortgage, security agreement, guaranty, instrument, 
contract, agreement or other form of contractual obligation or undertaking to which such 
Person is a party or by which such Person or any of its Property is bound; 

"Control" and its derivatives means, the possession of the power to elect a majority of 
the board of directors of a Person, directly or indirectly, and whether through the 
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ownership or control of voting securities, voting rights, contract or otherwise, with or 
without the cooperation of others; 

"Counsel to the Borrower" means Osier, Hoskin & Harcourt LLP or such other firm of 
legal counsel as the Borrower and any Guarantor may from time to time designate with 
the approval of the Lenders, such approval not to be unreasonably withheld; 

"Cumulative Free Cash Flow" means, at any date, EBITDA for the prior fiscal year, as 
determined in accordance with this Agreement, less the sum of the Borrower's cash 
interest payment obligations, Capital Expenditures and cash Taxes actually paid by the 
Borrower or any Subsidiary of the Borrower during each of the Borrower's fiscal years; 

"Default" means an event or condition that constitutes an Event of Default or that, with 
the giving of notice or the passage of time, the making of any determination, the 
satisfaction of any other condition or any combination thereof as provided for herein, 
would constitute an Event of Default; 

"Disqualified Capital Stock" of any Person means any Stock of such Person or a 
Subsidiary thereof that, by its terras (or by the terms of any security into which it is 
convertible or for which it is exchangeable at the option of the holder), or upon the 
happening of any event, matures or is mandatorily redeemable, pursuant to a sinking fund 
obligation or otherwise, or is redeemable at the option of the holder thereof, in whole or 
in part, on or prior to the Maturity Date, for cash or securities constituting Indebtedness. 
Without limitation of the foregoing. Disqualified Capital Stock shall be deemed to 
include any preferred stock of a Person or a Subsidiary of such Person, with respect to 
either of which, under the terms of such preferred stock, by agreement or otherwise, such 
Person or Subsidiary is obligated to pay current dividends or distributions in cash during 
the period prior to the Maturity Date; provided, however, that preferred stock of a Person 
or any Subsidiary thereof that is issued with the benefit of provisioiis requiring a change 
of control offer to be made for such preferred stock in the event of a change of control of 
such Person or Subsidiary shall not be deemed to be Disqualified Capital Stock solely by 
virtue of such provisions; 

"Drawdown" means a drawdown of an Advance; 

"Drawdown Notice" means a notice substantially in the form set out in Exhibit A; 

"EBITDA" means, for the Borrower on a consolidated basis and for any period, without 
duplication, the amount equal to Net Income less interest income, income tax recoveries 
and any non-cash income included in Net Income and: 

(a) plus, to the extent deducted from Net Income, and without duplication, (i) interest 
expense, income tax expenses depreciation expense, amortization expense and 
other non-cash expenses (including any non-cash straight line rent adjustments); 
(ii) up to $600,000: per aimum of Management Fees paid or accrued by the 
Borrower to GB Merchant Partners LLC, and (iii) for purposes of any 
determination hereunder for and including all periods commencing on the 
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begmning of fiscal 2009 to the fiscal period eading July 31, 2010, Termination 
and Discontinued Store Costs not to exceed $500,000 in the aggregate; 

(b) less, to the extent added to Net Income, and without duplication, year-end 
accounting adjustments done in accordance with GAAP; 

provided that foreign exchange gains or losses, including gains or losses on the 
disposition of assets outside the ordinary course of business and restructuring charges, shall not 
be included in EBITDA; 

"Effective Date" means the date on which the conditions set forth in Section 4.1 have 
been satisfied or waived by the Lenders; 

"Environmental Claims" means any and all enforcement, clean-up, removal or other 
governmental or regulatory actions, orders, directions or proceedings instituted, pending 
or completed or, to the best of the knowledge of the Borrower and any Guarantor, 
threatened or anticipated pursuant to any Environmental Laws and all claims made or, to 
the best of the knowledge of the Borrower and any Guarantor, threatened, by any third 
party against the Borrower or any Guarantor, any property of the Borrower or any 
Guarantor or any of their Subsidiaries or any party having charge, management or control 
of any property of any of the Borrower, any Guarantor or their Subsidiaries relating to 
damage, contribution, cost recovery, coiupensation, loss or injury resulting firom any 
violation or alleged violation of Environmental Laws; 

"Environmental Laws" means any present or future Applicable Laws (including, for 
greater certainty, common laws) for the protection of the environment or human health 
and safety, present or future, including all Permits fi-om any Governmental Authority; 

"Equivalent U.S. $ Amoimt" means, on any day with respect to any amount of Canadian 
Dollars, the amount of United States dollars which would be required to buy such amount 
of Canadian Dollars at the rate of exchange quoted by the Bank of Canada (or if not 
quoted, the spot rate of exchange quoted for wholesale transactions by the Administrative 
Agent in accordance with its standard money market practices) at approximately noon 
(Toronto time) on the Banking Day such rate is to be determined; 

"Event of Default" means any ofthe events described in Section 8.1; 

"Equivalent Amount" on any given date in one currency (the "first currency") of any 
amount denominated in anothér currency (the "second currency") means the amount of 
the first currency which could be purchased with such amoimt of the second currency at 
the rate of exchange quoted by the Reference Lender at 11:00 a.m. (Toronto time) on 
such date for the purchase of the first currency with the second currency; 

"Existing Credit Agreement" has the meaning set out in the recitals; 

"Existing Defaults" has the meaning set out in Section 12.2; 
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"Facîlity" means the non-revolving credit facility in an aggregate principal amount of 
$50,000,000 made available to the Borrower by the Lenders as set forth in Article 2; 

"Financial Statements" means, with respect to any accounting period for any Person, 
statements of income, retained earnings and cash flows of such Person for such period, 
and a balance sheet of such Person as of the end of such period, setting forth in each case 
in comparative form figures for the then current budget and for the corresponding period 
in the preceding fiscal year if such period is less than a full fiscal year or, if such period is 
a fiill fiscal year, corresponding figures firom the preceding armual audit, all prepared in 
reasonable detail and in accordance with GAAP; 

"GAAP" means those generally accepted accounting principles consistently applied in 
Canada as established by the Canadian Institute of Chartered Accountants or its 
successor; 

"Government Lists" means (i) the "Specially Designated Nationals and Blocked Persons 
Lists" maintained by OFAC, (ii) any other list of terrorists, terrorist organizations or 
narcotics traffickers maintained pursuant to any of the Rules and Regulations of OFAC 
that a Lender notified Borrower in writing is now included in "Governmental Lists", or 
(iii) any similar lists maintained by the United States Department of State, the United 
States Department of Commerce or any other Governmental Authority or pursuant to any 
Executive Order of the President of the United States of America that the Administrative 
Agent notifies the Borrower in writing is now included in "Governmental Lists". 

"Goverimiental Authority" means any federal, state, provincial, local, municipal, 
foreign or other government, and any body exercising or entitled or purporting to exercise 
any administrative, executive, judicial, legislative or regulatory or taxing authority or 
power, including any governmental department, commission, board, bureau agency or 
instrumentality and any other governmental, regulatory or fiscal authority; 

"Governmental Charges" means, with respect to any Person, all levies, assessments, 
fees, claims, penalties, interest or other charges imposed by any Governmental Authority 
upon such Person or any of its property or otherwise payable by such Person; 

"Guarantees" means the guarantees to be entered into by a Guarantor in favour of 
Administrative Agent for the benefit of the Lenders hereunder, as the same may be 
amended, supplemented or restated firom time to time, and "Guarantee" means any of 
them; 

"Guarantors" means any Subsidiary of the Borrower that becomes a guarantor fi-om time, 
to time hereunder, as required by Section 6.2(n), and each of their respective permitted 
successors and assigns, and "Guarantor" means any of them; 

"Guarantors' Security" has the meaning specified in Section 7.2; 

"Guarantors' Security Documents" has the meaning specified in Section 7.2; 
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"Hazardous Material" means any contaminant, pollutant or substance regulated imder 
any Environmental Laws and, without restricting the generality of the foregoing, includes 
any pollutant, contaminant, waste, hazardous waste, deleterious substance or dangerous 
good that causes or may cause deleterious adverse effect, harm or degradation to the 
surrounding environment or injury to human health or that is present in such quantity or 
state that it contravenes any Environmental Laws or gives rise or could give rise to any 
liability or obligation under any Environmental Law; 

"Headquarters and Warehouse" means the property municipally known as 44 Apex 
Road, Toronto ON, M6A 2V2 that is sub-leased by Boca L.P. to the Borrower; 

"Hedging Obligations" means, with respect to any Person, the net payment obligations 
of such Person outstanding under (a) interest rate or currency swap agreements, interest 
rate or currency cap, collar or floor agreemènts and (b) any other agreements or 
arrangements entered into in order to protect such Person against fluctuations in 
commodity prices, interest rates or currency exchange rates; 

"Indebtedness" of any Person means, at any date, without duplication, (i) all obligations 
of such Person for borrowed money, including by way of overdraft and drafts or orders 
accepted as representing extensions of credit, (ii) .all obligations of such Person evidenced 
by bonds, debentures, the face amount of all bankers' acceptances, letters of credit, letters 
of guarantee and similar instruments, notes, letters of credit or other similar instruments, 
including obligations under Sale and Lease-Back Transactions, (iii) all obligations of 
such Person to pay the deferred purchase price of property or services, (iv) all obligations 
of such Person as lessee which are capitalized in accordance with GAAP, including 
Capital Leases, (v) all indebtedness, liabilities and obligations secured by a Lien on any 
asset of such Person, whether or not the same is otherwise indebtedness, liabilities or 
obligations of such Person, which, for greater certainty will not include rent paid or 
payable by the Bonower in the ordinary course under its commercial lease for its retml 
merchandising locations, (vi) all indebtedness, liabilities and obligations of others which 
is, directly or indirectly, guaranteed by such Person or which such Person has agreed 
(contingently or otherwise) to purchase or otherwise acquire, (vii) all indebtedness, 
liabilities and obligations in respect of jhnancial instruments which are classified as a 
liability on the balance sheet of such Person, and (viii) all obligations of such Person to 
otherwise assure a creditor against loss, (ix) all Hedging Obligations and (x) all 
obligations of such Person for trade accounts and contracts; 

"Indemnitee" has the meaning specified in Section 10.4(a); 

"Insurance Trigger Event" means the failure of the Borrower or any Guarantor to 
reinvest in assets used in the Business, within 365 days of receipt, any insurance (other 
than proceeds of life insurance that the Borrower has obtained with respect to a senior 
executive of the Borrower and that are applied to the purchase of Stock of the Borrower 
fiom the estate of such senior executive pursuant to Section 6.2(h) or expropriation 
proceeds (x) in excess of $750,000, or (y) at a time when a Default or Event of Default 
has occurred and is continuing; 
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"Intercreditor Agreement" means the intercreditor agreement made between the 
Borrower, GSO Special Situations Fund LP (as assigned to BTD LP, as Administrative 
Agent) and the Revolving Leader dated May 24,2007; 

"Interest Determination" means the determination of the Interest Period applicable to an 
Advance pursuant to and in accordance -with Section 2.10; 

"Interest Determination Notice" means a notice substantially in the fonn of Exhibit B; 

"Interest Payment Date" means the last day of each Interest Period; 

"Interest Period" means a period commencing (i) in the case of the initial Interest Period 
for an Advance, on the date of such Advance; and (ii) in the case of any subsequent 
Interest Period for such Advance, on the last day of the immediately preceding Interest 
Period applicable thereto and ending, in either case, on the last day of such period as shall 
be selected by the Borrower pursuant to Section 2.10(c); 

"Interest Rate" means 3% (300 basis points) plus either (i) the greater of the LIBOR 
Rate and 8.0%; or (ii) in the circumstances set out in Section 2.10(c), the greater of the 
Prime Rate and 8.0%; 

"Investment" means, with respect to any Person, directly or indirectly, any advance, 
account receivable (other than an account receivable arising in the ordinary course of 
business of such Person), loan or capital contribution to (by means of transfers of 
Property to others, payments for Property or services for the accoimt or use of others or 
otherwise), the purchase of any Stock, bonds, notes, debentures, partnership or joint 
venture interests or other securities of, the acquisition, by purchase or otherwise, of all or 
substantially all of the business or assets or stock or other evidence of beneficial 
ownership of, any Person or the making of any investment in any Person. Investments 
shall exclude (a) extensions of trade credit on commercially reasonable terms in 
accordance with normal trade practices of such Person and (b) the repurchase of 
securities of any Person by such Person, provided that: 

(a) for the purposes of Section 6.2(h), Investments shall include and be valued at the 
fair market value of the net assets of any Subsidiary of the Borrower that is not a 
Guarantor and shall exclude the fair market value of the net assets of any such 
Subsidiary of the Borrower that is a Guarantor and the amoimt of any Investment 
shall be the original cost of such Investment plus the cost of all additional 
Investments by the Borrower or any Guarantor, without any adjustments for 
increases or decreases in value, or write-ups, write-downs or write-offs with 
respect to such Investment reduced by the payment of distributions in cash or 
Cash Equivalents that constitute a retum of capital in connection with such 
Investment; provided that the aggregate of all such reductions shall not exceed the 
amount of such initial Investment plus the cost of all additional Investments; 

(b) no such payment of distributions or receipt of any such other amounts shall 
reduce the amount of any Investment if such payment of distributions or receipt of 
any such amounts would be included in Consolidated Net Income; and 
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(c) if the Borrower or any Guarantor sells or otherwise disposes of any Stock of any 
Subsidiary of the Borrower such that, after giving effect to any such sale or 
disposition, such Subsidiary shall have ceased to be a Subsidiary of the Borrower, 
the Borrower shall be deemed to have made an Investment on the date of any such 
sale or disposition equal to the fair market value of the Stock of such Subsidiary 
not sold or disposed of; 

"Leases" means all offers to lease, agreements to lease, leases, renewals of leases and 
other rights or licences, including unwritten month-to-month leases, granted to the 
Borrower and its Subsidiaries; 

"Lenders" means the Persons listed as lenders on Schedule 1.1(a) and any other Person 
that shall have become a party hereto in accordance with the terms of Section 12.12; 

"LIBOR Loan" means a conversion or rollover of the Advance in Canadian Dollars 
bearing interest by reference to the applicable LIBOR Rate; 

"LIBOR Period" means, for each LIBOR Loan, a period (subject to availability) of one, 
two, three or six months as selected by the Borrower and advised to the Servicing Agent 
by written notice given in accordance with the provisions hereof, commencing with the 
date on which such LIBOR Loan is made and ending on the last day of such period and 
thereafter, while such remains outstanding, each successive period of one to six months 
(subject to availability) selected by the Borrower and notified to the Servicing Agent in 
accordance with the provisions hereof commencing on the last day of the immediately 
preceding LIBOR Period in respect of such LIBOR Loan, provided that whenever the last 
day of a LIBOR Period would otherwise occur on a day other than a Banking Day, the 
last day of such LIBOR Period shall be extended to the next succeeding Banking Day; 

"LIBOR Rate" means, with respect to any LIBOR Loan, for any LIBOR Period, the 
product of either (a)(1) the interest rate per annum determined by the Servicing Agent as 
shown on the applicable Bloomberg page or any successor page as the average offered 
rate for London interbank deposits of Canadian Dollars for a term equal to such LIBOR 
Period as at 11:00 a.m. (London time) two Banking Days prior to the first day of such 
LIBOR Period or (2) if the rate in clause (1) of this definition is not shown for any 
particular day, the average interest rate per annum (roimded upwards if necessary to the 
next l/16th of 1%) offered to the applicable Lender in the London interbank market for 
Canadian Dollar deposits, for delivery in immediately available funds on the first day of 
such LIBOR Period, of amoimts comparable to the principal amount of such LIBOR 
Loan and for a term equal to such LIBOR Period as at 11:00 am (London time) two 
Banking Days prior to tire first day of such LIBOR Period; times (b) Statutory Reserves, 
if any, applicable to such Lender; provided that if neither such rate is available at any 
time, then the interest rate per annum for such LIBOR Loan shall be equal to die product 
of (i) the average interest rate per annum (roimded upwards if necessary to the next 
l/16th of 1%) offered to the applicable Lender in the London interbank market for U.S. 
Dollar deposits, for delivery in immediately available fimds on the first day of such 
LIBOR Period, of amounts comparable to the principal amount of such LIBOR Loan and 
for a term equal to such LIBOR Period as at 11:00 a.m. (London time) two Banking Days 
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prior to the commencement of such LIBOR Period times (ii) Statutory Reserves, if any, 
applicable to such Lender, plus (iii) applicable Hedging Obligations; 

"Liens" means mortgages, pledges, liens, hypothecs, charges, security agreements or 
other encumbrances, leases, adverse claims, rights of set-off or agreements, trusts, 
deemed trusts or other arrangements that in substance secure payment or performance of 
an obligation, statutory and other non-consensual liens or encumbrances and includes the 
interest of a vendor or lessor under any conditional sale agreement, capital lease or other 
title retention agreement; 

"Loan Documents" means, collectively, this Agreement, the Existing Credit Agreement, 
the Security Documents, the Intercreditor Agreement and all other documents delivered 
pursuant to this Agreement; 

"Losses" has the meaning specified in Section 10.4(a); 

"LTM EBITDA" means the Borrower's EBITDA, determined on a consolidated basis in 
accordance with this Agreement and reported as at the last day of each fiscal quarter of 
the Borrower for the twelve-month period then ending; 

"Management Fees" means any management or similar fees paid by the Borrower and 
its Subsidiaries to GB Merchant Partners LLC and any other Person from time to time; 

"Material Adverse Effect" means an event, occurrence or condition which has a material 
adverse effect on or results in a material adverse change in (a) the business, assets, 
operations, liabilities, prospects or financial or other condition of the Borrower and its 
Subsidiaries as a whole, (b) the ability of the Borrower or any of its Subsidiaries to pay or 
perform its Obligations in accordance with the terms of this Agreement and the other 
Loan Documents, (c) the rights and remedies of the Administrative Agent, the Servicing 
Agent or any Lender under this Agreement, the other Loan Documents or any related 
document, instrument or agreement, or (d) any Lien on the Collateral in favour of the 
Administrative Agent or any Lender or the perfection or priority of such Liens; 

"Material Contract" shall mean a Contractual Obligation that is material to the 
Borrower or any Guarantor, including the Leases and agreements set forth in Schedule 
5.i(y); 

"Maturity Date" means October 24, 2012; 

"Modified Financial Reporting Fiscal Year" has the meaning specified in 
Section 6.1(r); 

"Moody's" means Moody's Investor Service, Inc.; 

"Net Cash Proceeds" means the gross cash proceeds (including payments from time to 
time in respect of instalment obligations, if any, as and when received) received by or on 
behalf of the Borrower or the relevant Guarantor, as applicable, pursuant to a Prepayment 
Trigger Event less the sum of (a) reasonable and customary fees, commissions, expenses, 
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issuance costs, discounts and other costs paid by or on behalf of the Borrower or the 
relevant Guarantor, as applicable, in connection with such Prepayment Trigger Event, 
and (b) any portion of such gross cash proceeds that have been reinvested in any assets 
used in the Business, in the case of an Insurance Trigger Event, within 365 days of such 
event; 

"Net Income" means, with respect to any Person, for any period, the net income (loss) of 
such Person for such period determined in accordance with GAAP; 

"Newco" means GF Acquisition Corp., a corporation incorporated under the laws of the 
Province of Ontario; 

"Notice of Amount" has the meaning set out in Section 3.1; 

"Obligations" means all loans, advances, debts, liabilities, and obligations, howsoever 
arising, owed by the Borrower, any Guarantor or any other Person (other than the Agents 
and the Lenders) parly to any Loan Documents of every kind and description (whether or 
not evidenced by any note or instrument and whether or not for the payment of money), 
direct or indirect, absolute or contingent, due or to become due, now existing or hereafter 
arising pursuant to the terms of this Agreement or any of the other Loan Documents, 
including all principal, interest, fees, charges, expenses, legal fees, consultants' fees and 
accountants' fees chargeable to the Borrower and any Guarantor or payable by the 
Borrower or any Guarantor hereunder or thereunder; 

"OFAC" means the Office of Foreign Assets Control; 

"Officer's Certificate" means a certificate signed by any one of the following officers of 
the Borrower or a Guarantor, as the case may be: (i) the Chief Executive Officer, (ii) the 
Chief Operating Officer, (iii) the Chief Financial Officer, or (iv) the Treasurer; 

"Original Credit Agreement" has the meaning set out in the recitals; 

"Other Taxes" means any present or future stamp or documentary taxes or any other 
excise or property taxes, charges or similar levies which arise fi:om any payment made 
hereunder or fi:om the execution, delivery, enforcement or registration of, or otherwise 
with respect to, this Agreement or any Loan Document; 

"Parents" means 1903 Co-Investor, L.P. and 1903 Equity Fund, L.P.; 

"Participation" of a Lender means the percentage which such Lender's Commitment 
with respect to the Facility is of the aggregate Advance, as such percentage may be 
adjusted pursuant to this Agreement; 

"Patriot Act" means the Uniting and Strengthening America by Providing Appropriate 
Tools Required to Intercept and Obstruct Terrorism (USA PATMOT ACT) Act of 2001, 
as the same may be amended from time to time, and corresponding provisions of future 
law;. 
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"Patriot Act Offense" means any violation of tlie criminal laws of the United States of 
America or of any of the several state's, or that would be a criminal violation if committed 
within the jurisdiction of the United States of America or any of the several states, 
relating to terrorism or the laundering of. monetary instruments, includmg any offense 
under (a) the criminal laws against terrorism; (b) the criminal laws against money 
laundering,.(c) the Bank Secrecy Act, as amended, (d) the Money Laundering Control 
Act of 1986, as amended, or (e) the Patriot Act, and includes the crimes of conspiracy to 
commit, or aiding and abetting another to commit, a Patriot Act Offense; 

"Pension Plan" means any plan, program, agreement or arrangement that is a pension 
plan for the purposes of Applicable Pension Legislation or under the Income Tax Act 
(Canada) (whether or not registered under such law) that is maintained or contributed to, 
or to which there is or may be an obligation to contribute, by the Borrower, any 
Guararïtor or any of their Subsidiaries in respect of their respective employees; 

"Permits" has the meaning specified in Section 5.1®; 

"Permitted Asset Sale" means, with respect to any Person, a substantially concurrent 
exchange of assets of such Person for assets of another Person that are useful to the 
business of the afore-mentioned Person; 

"Permitted Encumbrances" has the meaning specified in Schedule Ll(c); 

"Permitted Indebtedness" means: 

(a) Indebtedness owing hereunder and under the Loan Documents; 

(b) the Stonehouse Subordinated Note; 

(c) the Revolving Credit Facility; 

(d) trade accounts due and payable within 60 days and similar msecured 
indebtedness incurred in die ordinary course of business (but excluding 
indebtedness for borrowed money); 

(e) unsecured Indebtedness in an aggregate maximum amount of $500,000; 

(f) intercoiporate Indebtedness between the Borrower and its Subsidiaries; 

(g) Hedging Obligations entered into in the ordinary course of business; 

(h) Indebtedness of the Borrower or any Guarantor, as the case may be, arising from 
agreements providing for indemnification, adjustment of purchase price or similar 
obligations, in each case, incurred or assumed in connection with the disposition 
of any business, assets or Subsidiary of the Borrower or any Guarantor, other than 
guarantees of Indebtedness incurred by any Person acquiring all or any portion of 
such business, assets or Subsidiary of GFI, the Borrower or any Guarantor for the 
purpose of financing such acquisition; provided that the maximum assumable 
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liability in respect of all such Indebtedness shall at no time exceed the gross 
proceeds actually received by the Boirower or the Guarantor, as the case may be, 
and the relevant Subsidiary in connection with such disposition; 

(i) Subordinated Indebtedness; and 

(j) Indebtedness in an amount not to exceed $2,500,000 incurred or assumed in 
connection with Permitted Purchase Money Security Interests; 

"Permitted Investments" means Investments made on or after the Closing Date 
consisting of: 

(a) Investments by the Borrower or a Guarantor, in the Borrower or a Guarantor; 

(b) Investments in cash and Cash Equivalents; 

(c) payroll, travel and similar advances made in the ordinary course of business for a 
bona fide business purpose by the Borrower or a Guarantor to employees of the 
Borrower or a Guarantor, as the case may be; provided that such advances are for 
items expected at the time of such advances to be treated as expenses for 
accounting purposes; 

(d) loans or advances made in the ordinary course of business by the Borrower or any 
Guarantor to employees of the Borrower or any such Guarantor in an amount not 
to exceed $500,000 in the aggregate at any one time outstanding; 

(e) securities or other property received from another Person by the Borrower or any 
Guarantor in connection with any bankruptcy proceeding or by reason of a 
composition or readjustment of any debt or a reorganization of such Person or as a 
result of a foreclosure, perfection or enforcement of any Lien in exchange for 
evidences or Indebtedness, securities or other Property of such Person held by the 
Borrower or any Guarantor, or for other liabilities or obligations of such other 
Person to the Borrower or any Guarantor that were created in accordance with the 
terms of this Agreement; 

(f) lease, utility and other similar deposits made in the ordinary course of business; 

(g) any Investment existing on the Closing Date; 

(h) Hedging Obligations entered into in the ordinary course of business; and 

(i) additional Investments not to exceed $ 1,000,000 at any one time outstanding; 

"Permitted Purchase Money Security Interest" means any Lien on any property or 
asset created, issued or assumed to secure Indebtedness incurred, assumed or issued to 
satisfy, in whole or in part, the purchase price of such property or asset (including 
installation costs) and expenditures made for any repairs, alterations, construction, 
development or improvements performed thereon or added thereto, provided that such 
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Lieiij or any agreement or other instrument under which such Lien is constituted, is 
limited to the property or asset acquired in connection with the assumption, issuance or 
incurring of such Indebtedness and is created, issued or assumed concurrently with the 
acquisition of such property or assets; 

"Person" means an individual, company, partnership (whether or not having separate 
legal personality), corporation (including a business trust), joint stock company, trust, 
unincorporated association, joint venture or other entity, or a government, state or 
political subdivision thereof or any agency of such government, state or political 
subdivision; 

"Prepayment Amount" means, with respect to any Prepayment Trigger Event that is an 
Asset Disposition Trigger Event, 100% of the. Asset Sale Proceeds, with respect to a 
Prepayment Trigger Event that is an Insurance Trigger Event, 100% of the Net Cash 
Proceeds and, with respect to a Prepayment Trigger Event that is a Change of Control, 
100% of the outstanding Advance, in each case, together with any accrued interest, 
premium, costs and other amounts payable hereunder and under the Loan Documents; 

"Prepayment Trigger Event" means an Insurance Trigger Event, an Asset Disposition 
Trigger Event or a Change of Control; 

"Prime Rate" means, on any day, the rate of interest per annum equal to the floating rate 
of interest per annum announced from time to time by Bank of Montreal (or any other 
lender consented to by the Administrative Agent and the Required Lenders), and in effect 
on such day, as the reference rate of interest the Servicing Agent will use to determine 
rates of interest for Canadian Dollar commercial loans made by die Administrative Agent 
to borrowers in Canada and referred to by Bank of Montreal as its "prime rate", adjusted 
automatically with each announced or displayed change in any such rate, all without the 
necessity of any notice to the Borrower or any other Person; 

"Prime Rate Loan" means an advance or conversion or rollover of an advance in 
Canadian Dollars bearing interest by reference to the Prime Rate; 

"Property" means any right or interest in or to property of any kind whatsoever, whether 
real, personal or mixed and whether tangible or intangible; 

"Publicly-Traded Securities" means securities which are publicly traded on any 
recognized stock exchange or electronic quotation system; 

"Real Property" means any real property, whether owned or leased, in respect of which 
the Borrower or any Subsidiary has or hereinafter acquires any right or interest; 

"Reference Lender" means Bank of America, N.A.; 

"Refinancing Indebtedness" means Indebtedness that renews, replaces, defeases, 
refunds, refinances or extends any Indebtedness permitted to be incurred by the Borrower 
and the Subsidiaries or any of them pursuant to the terms of this Agreement, but only to 
the extent that: (i) if the Indebtedness being refunded, refinanced, renewed, replaced, 
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defeased or extended is subordinated in right of payment to the Facility, the Refinancing 
Indebtedness is subordinated to the Facility to at least the same extent as the Indebtedness 
being renewed, replaced, defeased, refunded, refinanced or extended, (ii) the Refinancing 
Indebtedness is scheduled to mature either (A) no earlier than the Indebtedness being 
renewed, replaced defeased, refunded, refinanced or extended or (B) after the Maturity 
Date, (iii) the portion, if any, of the Refinancing Indebtedness that is scheduled to mature 
on or prior to the Maturity Date has a Weighted Average Life of Maturity at the time 
such Refinancing Indebtedness is incurred that is equal to or greater than the Weighted 
Average Life to Maturity of the portion of the Indebtedness being renewed, replaced, 
defeased, refunded, refinanced or extended that is scheduled to mature on or prior to the 
Maturity Date, (iv) such Refinancing Indebtedness is in an aggregate maximum principal 
amount (or, if issued with original issue discount, an aggregate issiie price) that is equal 
to or less than the sum of (a) the aggregate maximum principal amormt (or, if issued with 
original issue discoxmt, the aggregate accreted value) of the Indebtedness being renewed, 
replaced, defeased, refunded, refinanced or extended and the amount of any premium 
reasonably necessary to accomplish such refinancing, (b) the amount of accrued and 
unpaid interest, if any, and premiiims owed, if any, not in excess of pre-existing 
prepayment provision on such Indebtedness being renewed, replaced, defeased, refunded 
refinanced or extended (c) the amount of reasonable fees, expenses and costs related to 
the incurrence of such Refinancing Indebtedness, (v) such Refinancing Indebtedness is 
incurred by the same Person that initially incurred the Indebtedness being renewed, 
replaced, defeased, refunded, refinanced and extended and is either expressly subject to 
the terms of the Intercreditor Agreement, to the extent such Refinancing Indebtedness is 
subject to the Intercreditor Agreement as of the Closing Date, or subject to such other 
arrangements that are satis&ctory to the Administrative Agent, in its sole discretion; 

"Release" has the meaning specified in Section 5.1(k); 

"Reorganization" has the meaning specified in Section 9.1; 

"Required Lenders" means, at any time, Lenders whose outstanding Commitments 
represent more than 50% of the sum of the total outstanding Advance at such time; 

"Restricted Payment" means any of the following: 

(a) the declaration of any dividend or other distribution or payment on Stock of the 
Borrower or any Subsidiary of the Borrower or any payment made to the direct or 
indirect holders (in their capacities as such) of Stock of the Borrower or any 
Subsidiary of the Borrower (other than (i) dividends or distributions payable 
solely in Stock of the Borrower or any Subsidiary of the Borrower or in options, 
warrants or other rights to purchase such Stock; and (ii) in the case of 
Subsidiaries, dividends or distributions payable to the Borrower or a Subsidiary of 
the Borrower that is also a Guarantor and pro rata dividends or distributions 
payable to the other holders of Stock of such Subsidiary), provided that nothing in 
this clause (a) shall be construed to prohibit any transaction, the prohibition of 
which, by operation of this definition, would violate Section 6.2(f); 
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(b) the purchase, redemption or other acquisition or retirement for value of any Stock 
of the Borrower or any of the Subsidiaries (other than Stock owned by the 
Borrower or a Guarantor) or any option, warrant, or other right to purchase Stock; 

(c) the making of any principal payment on, or the purchase, defeasance, repurchase, 
redemption or other acquisition or retirement for value, of any Subordinated 
Indebtedness, including the Stonehouse Subordinated Note; 

(d) the making of any interest or other payment on the Stonehouse Subordinated Note 
prohibited by the Stonehouse Subordination Agreement; 

(e) the payment of any Management Fees; or 

(f) the making of any Investment or guarantee of any Investment in any Person other 
than a Permitted Investment; 

"Revolving Lender" means Bank of America, N.A. (acting through its Canada branch); 

"Revolving Credit Facility" means the revolving credit facility made by the Revolving 
Lender to the Borrower pursuant to the loan and security agreement between the 
Borrower and the Revolving Lender dated May 24, 2007 maturing November 24, 2012 
with a maximum commitment of $30 million, as may be amended, restated, replaced or 
superceded in accordance with the terms of the Intercreditor Agreement; 

"S&P" means Standard & Poor's Rating Services, a division of the McGraw-Hill 
Companies, Inc.; 

"Sale and Lease-Back Transaction" means any arrangement with any Person providing 
for the leasing by the Borrower or any Guarantor of any Property, which Property has 
been or is to be sold or transferred by the Borrower or such Guarantor to such Person in 
contemplation of such leasing; 

"Security" means, collectively, the Borrower's Security and the Guarantors' Security; 

"Security Documents" means, collectively, the Borrower's Security Documents and the 
Guarantors' Security Documents; 

"Senior Indebtedness" means the principal of and premium, if any, and interest on, and 
any and all other fees, expense reimbursement obligations and other amounts due 
pursuant to all agreements, documents and instruments providing for, creating, securing 
or evidencing or otherwise entered into in connection with: 

(a) all Indebtedness of the Borrower or any Guarantor owed to the Revolving Lender 
under the Revolving Credit Facility; 

(b) all obligations of the Borrower or any Guarantor with respect to the Facility; 
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(c) all obligations of the Borrower or any Guarantor to reimburse any bank or other 
person in respect of amounts paid under letters of credit, bankers' acceptances or 
other similar instruments in respect of Indebtedness which is not Subordinated 
Indebtedness; 

(d) all other Indebtedness of the Borrower or any Guarantor that does not provide that 
it is subordinated to the Facility or the Guarantee of such Guarantor, as the case 
may be; 

(e) all deferrals, renewals, extensions and refundings o^ and amendments, 
modifications and supplements to and restatements of, any of the Senior 
Indebtedness described above; 

"Senicing Agent" means OFS Agency Services, LLC in its capacity as servicing agent 
for the Lenders hereunder, or any successor Servicing Agent appointed pursuant to 
Section 11.6(b) or 11.6(c); 

"Solvent" means, with respect to any Person on any date, that on such date (a) the fair 
value of the Property of such Person is greater than the fair value of the liabilities 
(including contingent, subordinated, matured and unliquidated liabilities) of such Person, 
(b) the present fair saleable value of the assets of such Person is greater than the amount 
that will be required to pay the probable liability of such Person on its debts as they 
become absolute and matured, (c) such Person is paying its debts and liabilities in the 
ordinary course as they come due, and such Person does not intend to, and does not 
believe that it will, incur debts or liabilities beyond such Person's ability to pay in the 
ordinary course as such debts and liabilities mature and (d) such Person is not engaged in 
or about to engage in business or transactions for which such Person's Property would 
constitute unreasonably small capital; 

"Statutory Reserves" means, in respect of a relevant LIBOR Period and a Lender, a 
fraction (expressed as a decimal) the numerator of which is the number one and the 
denominator of which is the number one minus the maximum reserve percentage 
(including any marginal, special, emergency or supplemental reserves) expressed as a 
decimal prescribed by the Governmental Authority having jurisdiction over such Lender, 
in respect of time deposits in Canadian Dollars given outside the home jurisdiction of 
such Lender in an Equivalent U.S. $ Amount comparable to the advance for such LIBOR 
Period and with a maturity comparable to such LIBOR Period. Statutory Reserves shall 
be adjusted automatically on and as of any change in any reserve percentage; 

"Stock" means all shares, options, warrants, general or limited partnership interests or 
other equivalents (regardless of how designated) of or in a corporation, partnership, 
limited partnership or equivalent entity whether common, preferred or specii, voting or 
non-voting or participating or non-participating; 

"Stock Purchase Agreement" means the stock purchase agreement between Stonehouse, 
StonehouseCo and Newco dated April 30,2007; 

"Stonehouse" means Glenn Stonehouse; 
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"Stonehouse Subordinated Note" means the non-amortizing subordinated note made by 
the Borrower to StonehouseCo in the principal amount of $12,000,000 maturing May 24, 
2013 and bearing interest at a rate of 9.00% per annum, as may be amended, restated, 
replaced or superseded in accordance with the terms thereof and the terms of the 
Subordination Agreement; 

"StonehouseCo" means Stonehouse Group Inc.; 

"Subordinated Indebtedness" shall mean Indebtedness of the Borrower or any 
Guarantor or Subsidiary of the Borrower which is: (A) subordinated to all amounts at any 
time due and payable under any of the Loan Documents in a matmer and form 
satisfactory to the Administrative Agent in its sole discretion, as to right and time of 
payment and as to any other rights and remedies thereunder, and (B) expressly subject to 
the terms of an intercreditor agreement or to a subordination agreement acceptable in 
form and substance to the Administrative Agent in its sole discretion; 

"Subordination Agreement" means the subordination agreement dated as of May 24, 
2007 between GSO Special Situations Fund LP (as assigned to BTD LP, as 
Administrative Agent) and StonehouseCo, as amended by the Stonehouse Subordinated 
Amendment Agreement and as may be further amended, restated, replaced or superseded 
in accordance with the terms thereof; 

"Subordination Amendment Agreement" means an amendment agreement between the 
Administrative Agent and StonehouseCo in form and substance satisfactory to the 
Administrative Agent and each Lender, pursuant to which StonehouseCo has agreed, 
inter alia, that it shall not be entitled to receive any interest payments under the 
Stonehouse Subordinated Note unless the ratio of Senior Indebtedness to LTM EBITDA, 
measured as of the last day of the immediately preceding fiscal quarter of the Borrower, 
is equal to or less than 3.5:1 on an actual and pro forma basis, giving effect to the 
proposed payment as if it had been made on the last day of such fiscal quarter; 

"Subsidiary" means, with respect to any Person, any corporation more than 50% of the 
Voting Securities of which at the time of determination are beneficially owned, directly 
or indirectly, by such Person or any corporation, joint venture, partnership or other entity 
which is subject to the direct or indirect Control of such Person; 

"Successor Corporation" has the meaning specified in Section 9.1; 

"Taxes" means all present and future taxes, charges, fees, levies and other assessments, 
whether.disputed or not, including all income, sales, use, payroll, withholding, employer 
health, excise, real property, capital, value-added, goods and services, capital gain, stamp 
and other taxes and levies, imposts, deductions, duties, charges and withholdings 
whatsoever together with interest thereon and penalties with respect thereto, if any, and 
charges, fees and other amounts made on or in respect thereof; 

"Termination and Discontinued Store Costs" means (a) any severance or termination 
pay made to employees of the Borrower whose employment with the Borrower is 
terminated, (b) any costs arising from the closure of any of the Borrower's 
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"underperfonnmg retail shops, and (c) any cash losses from stores that have been 
discontinued; 

"Transferee" has the meaning specified in Section 12.12(a); 

"Voting Securities" means securities of any class of any Person carrying voting rights 
under all circumstances, provided that, for the purpose of this definition, securities which 
only carry the right to vote conditionally on the happening of an event shall not be 
considered Voting Securities unless such right has become exercisable; and 

"Weighted Average Life to Maturity" means, when applied to any Indebtedness at any 
date, the number of years obtained by dividing (a) the then outstanding aggregate 
principal amotmt of such Indebtedness into (b) the sum Of the total of the products 
obtained by multiplying (i) the amount of each then remaining instalment, sinking fund, 
serial maturity or other required payment of principal, including payment at final 
maturity, in respect thereof, by (ii) the number of years (calculated to the nearest one-
twelfth) that will elapse between such date and the making of such payment. 

1.2 Headings 

The division of this Agreement into Articles and Sections and the insertion of an 
index and headings are for convenience of reference only and shall not affect the construction or 
inteipretation hereof. The tenns "this Agreement", "hereof, "hereunder" and similar 
expressions refer to this Agreement and not to any particular Article, Section, paragraph or other 
portion hereof and include any agreement supplemental hereto. Save as expressly provided 
herein, references herein to Articles and Sections are to Articles and Sections of this Agreement. 

1.3 Extended Meanings 

Words importing the singular number only shall include the plural and vice versa, 
and word's importing any gender shall include all genders. The term "including" means 
"including without limitation". 

1.4 References to the Agents and Lenders 

Any reference in this Agreement to the Administrative Agent, the Servicing 
Agent or any Lender shall be construed so as to include its successors and pennitted transferees 
or assigns hereunder in accordance with its respective interests. 

1.5 Accounting Terms and Practices 

Unless otherwise provided herein, all accounting terms referred to herein shall be 
construed in accordance with GAAP and all financial data submitted pursuant to this Agreement 
shall be prepared in accordance with such principles, consistently applied except for the absence 
of footnotes in unaudited statements. 
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1.6 Non-Banking Davs 

Whenever any payment to be made hereunder shall be stated to be due or any 
action to be taken hereunder shall be stated to be required to be.taken on a day other than a 
Banking Day, such payment shall be made or such action shall be taken on the next succeeding 
Banking Day and, in the case of the payment of any monetary amount, the extension of time 
shall be included for the purposes of computation of interest or fees thereon. 

1.7 References to Time of Dav 

Except as otherwise specified herein, a time of day shall be construed as a 
reference to the time of day in Toronto, Ontario. 

1.8 Severability 

In the event that one or more of the provisions contained in this Agreement shall 
be invalid, illegal or unenforceable in any respect under any Applicable Law, the validity, 
legality or enforceability of the remaining provisions hereof shall not be affected or impaired 
thereby. 

1.9 Currency 

All monetary amounts in this Agreement refer to Canadian Dollars unless 
otherwise specified. 

1.10 References to Statutes 

Except as otherwise provided herein, any reference in this Agreement to a statute, 
legislation or regulation shall be construed to be a reference thereto as the same may have been, 
or may from time to time be, amended or re-enacted. 

1.11 References to Agreements 

Except as otherwise provided herein, any reference herein to this Agreement or 
any other agreement or document shall be construed to be a reference to tiiis Agreement or such 
other agreement or document, as the case may be, as the same may have been, or may from time 
to time be, amended, varied, novated, restated or supplemented. 

1.12 Amendment and Restatement 

This Agreement is and shall for all purposes be an amendment and a restatement 
of the provisions of the Existing Credit Agreement, which was an amendment and restatement of 
the Original Credit Agreement. This Agreement supersedes the Existing Credit Agreement and 
the Original Credit Agreement insofar as it constitutes the entire agreement between the parties 
concerning the subject matter of this Agreement, but does not constitute a novation of the 
Existing Credit Agreement, the Original Credit Agreement or any of the indebtedness, liabilities 
or obligations of the Borrower rmder the Existing Credit Agreement or the Original Credit 
Agreement. All of the indebtedness, liabilities and obligations under the Original Credit 

Tor#: 2329457.8 



- 2 4 -

Agreement and the Existing Credit Agreement (including the Advance, as such term is defined in 
such agreements), constitute indebtedness, liabilities and obligations under this Agreement. Any 
section references to the Original Credit Agreement and the Existing Credit Agreement in the 
Loan Documents entered into in connection with such agreements shall be deemed to be 
amended, as applicable, to refer to the corresponding section references of this Agreement. 

1.13 Schedules 

The following are the Schedules and Exhibits attached hereto and incorporated by 
reference and deemed to be part hereof: 

Exhibit A 
Exhibit B 
Exhibit C 
Schedule 1.1(a) 
Schedule 1.1(c) -
Schedule 5.1(h) -
Schedule 5.1(g) 
Schedule 5.l(i) 
Schedule 5.1 (x) -
Schedule 5.1(z) 
Schedule 5.l(bb) -
Schedule 12.12 -

Form of Drawdown Notice 
Form of Interest Determination Notice 
Form of Transfer Agreement 
Lenders and Commitments 
Permitted Encumbrances 
Permitted Affiliate Transactions 
Items Not Treated Consistently 
Litigation 
tosurance 
Capitalization and Subsidiaries, Etc. 
Real Property 
Disqualified Lenders 

ARTICLE 2 
THE FACILITY 

2.1 The Facility 

Upon the terms and subject to die conditions hereof, each of the Lenders hereby 
severally agréés to continue the outstanding Advance to the Borrower on the terms and 
conditions set forth herein and in the amount of its Participation. The obligations of each Lender 
hereunder with respect to its Participation are several. 

2.2 Purpose 

The Facility was made available to the Borrower by the Lenders to fund the 
recapitalization of the Borrower that was consummated on the Closing Date in connection with 
the transactions contemplated by the Stock Purchase Agreement together with the payment of 
fees and expenses related to the transactions contemplated by the Stock Purchase Agreement. 

2.3 Availability 

The Borrower made a Drawdown on the Closing Date in an amount equal to 
$50,000,000 pursuant to an irrevocable Drawdown Notice given to the Administrative Agent on 
the Closing Date. The Borrower acknowledges having received such Advance and agrees that 
no further monies shall be advanced to the Borrower on account of the Advance. The amoimt of 
the Advance shall be reduced upon prepayment of any portion thereof pursuant to the terms of 
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this Article 2 and increased on such Interest Payment Date from the Effective Date to the first 
anniversary thereof in accordance with Section 2.10(b). 

2.4 Participation of Each Lender 

The amount of the Participation of each Lender in the Advance is equal to each 
such Lender's Commitment, as set forth in Schedule!.1(a). 

2.5 Repayment of the Facility 

Unless accelerated under Section 8.2 and subject to Section 2.6, the Borrower 
shall repay and there shall become due and payable on the Maturity Date, the principal amount 
of the Advance then outstanding, together with accmed and unpaid interest thereon and any other 
amounts owing hereunder and under the other Loan Documents. 

2.6 Voluntary Prepayments 

Subject to the terms of the Intercreditor Agreement and Section 2.7 and 
Section 10.2, at any time and from time to time, the Borrower shall be entitled, at its option, to 
prepay, on notice to the Servicing Agent in accordance with Section 2.7, all or any portion of the 
Advance at a redemption price equal to 100% of the principal amount of the Commitments being 
prepaid. 

2.7 Prepayment Notice 

The Borrower shall give written notice to the Servicing Agent of each voluntary 
prepayment pursuant to Section 2.6 not less than three Banlcing Days prior to such voluntary 
prepayment. Such notice (a "Prepayment Notice") shall be irrevocable, and shall specify: 

(a) the date on which the prepayment is to take place; and 

(b) the principal amount of the Advance or the portion thereof which is to be prepaid 
and the additional amoimts payable in accordance with Section 2.6, if any. 

2.8 Mandatory Prepayments 

(a) On the Effective Date, the Borrower shall prepay $6 million of the outstanding 
Advance at a redemption price equal to 100% of such outstanding amount. 

(b) On or before (i) September 15, 2010, and (ii) April 15 of each year thereafter, a 
portion of the outstanding Advance equal to 50% of Cumulative Free Cash Flow, calculated as of 
the last day of the immediately preceding fiscal year of the Borrower, shall become due and 
payable and the Borrower shall prepay such amount at a redemption price equal to 100% of such 
portion, provided that the Borrower shall have the option to defer the payment that would 
otherwise be due on September 15, 2010 to April 15, 2011 if the LTM EBITDA as of January 
30, 2009 is less than $10,000,000. 
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(c) Subject to the terms of the Intercreditor Agreement, on each occasion that a 
Prepayment Trigger Event occurs, that portion of the outstanding Advance equal to the relevant 
Prepayment Amount shall become due and payable and the Borrower shall prepay such amount 
at a redemption price equal to 100% of such portion within 2 Banking Days fbllowing such 
Prepayment Trigger Event. 

(d) Any amount prepaid by the Borrower hereunder, including under Section 2.6 or 
this Section 2.8, shall be not reftmdable and may not be redrawn by and shall not be returnable to 
the Borrower. 

2.9 Application of Repayments 

Except as otherwise indicated herein, all payments made by or for the Borrower 
for the account of die Lenders in connection herewith shall be applied pro rata in accordance 
with the Lenders' Participations.as follows: 

(i) to amounts (other than principal or interest) due under any Loan 
Document in respect of fees, expenses, prepayment premiums, breakage 
costs and other amoimts; 

(ii) to amounts due hereunder in respect of interest on the outstanding 
principal amount of the Advance in order of the day following the last day 
of each Interest Period thereon, commencing with the earlier or earliest 
thereof; and 

(iii) to the principal amount of the outstanding Advance. 

If any amount paid by the Bonower or received by any Lender, or by the 
Servicing Agent or Administrative Agent on behalf of any Lender, hereunder is required to be 
held in trust or returned to any third party, including pursuant to the Intercreditor Agreement, 
such amount shall be deemed not to have been paid to or received by or on behalf of such Lender 
and such amount shall continue to form a part of the outstanding Advance and be payable in 
accordance with the terms of this Agreement. 

2.10 Interest on the Advance 

(a) The Advance shall bear interest at the Interest Rate. For LIBOR Loans in effect 
firoin time to time interest shall be calculated and payable (i) at the end of the applicable LIBOR 
Period; (ii) if such LIBOR Period is in excess of three months, at the end of each three month 
period during such LIBOR Period and on the last day of such LIBOR Period; and (iii) on the date 
on which such LIBOR Ixan becomes due and payable or is prepaid. 

Each Interest Determination Notice for a LIBOR Loan shall specify the next 
LIBOR Period. No LIBOR Period shall end after the Maturity Date. 

The Borrower shall pay to the Servicing Agent interest in Canadian Dollars on the 
principal amount of each Prime Rate Loan from the date on which such Prime Rate Loan was 
made or deemed made until such Prime Rate Loan shall have been repaid in full, at a floating 
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rate per annum equal to the Prime Rate in effect from time to time, calculated (and if not paid 
when due compounded) monthly and payable (i) monthly in arrears on the first Banking Day of 
each month (for all amounts accrued prior thereto), and (ii) on the date on which such Prime Rate 
Loan becomes due and payable. 

(b) Interest shall accrue from day to day and shall be calculated on the basis of the 
actual number of days elapsed (including the first day of each Interest Period but excluding the 
last day thereof and divided by 360. From the Effective Date to the first anniversary thereof, an 
amount equal to that portion of any interest accrued during such time comprising 2% (or 200 
basis points) accrued on the outstanding Advance shall be capitalized and added on the 
applicable Interest Payment Date to the amounts owing under this Agreement in lieu of being 
paid by the Borrower in cash. Any interest that is capitalized in accordance with this Section 
2.10(b) shall form part of the principal amount of the outstanding Advance and shall bear interest 
thereafter at the Interest Rate. The balance of any accrued interest shall be payable in cash in 
Canadian Dollars in arrears on the applicable Interest Payment Date. After the first anniversary 
of the Effective Date, all of the interest on the outstanding principal amount of the Advance shall 
be payable in cash in Canadian Dollars in arrears on the Interest Payment Date relating thereto 
and no portion thereof shall be added to the principal amount of the outstanding Advance. 

(c) If, with respect to any LIBOR Loan requested, any Lender detennines in good 
faith and acting reasonably which determination shall be final, conclusive and binding upon the 
Borrower that: 

(i) by reason of circumstances affecting financial markets inside or outside 
Canada, as the case may be, deposits in Canadian Dollars (or if relevant, 
U.S. Dollars) of sufficient amount and applicable term to fund such 
LIBOR Loan are not available to such Lender in the London interbank 
offering market; 

(ii) by reason of circumstances affecting the London interbank offering 
market, adequate and fair means do not exist for such Lender to determine 
the applicable LIBOR Rate for the LIBOR Period selected by the 
Borrower; 

(iii) the making or the continuance of a LIBOR Loan has become impractical 
by reason of circumstances which materially and adversely affect the 
London interbank market; or 

(iv) any change to any present, or the introduction of any new, legal 
requirement or any policy or request (whether or not having the force of 
law) of any Governmental Authority, or in the interpretation or application 
thereof by any Governmental Authority, has made it unlawful for the 
Lender to make, fund, or maintain or to give effect to its obligations in 
respect of any LIBOR Loan as contemplated hereby; 

such Lender (if it makes such determination) shall so notify the Servicing 
Agent whereupon the Servicing Agent shall so notify the Borrower and: 
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(A) the right of the Borrower to select such a LIBOR Loan shall be 
suspended until such Lender determines in good faith that the 
circumstances causing such suspension no longer exist and so 
notifies the Borrower; 

(B) any outstanding Drawdown Request or Notice of Interest 
Determination for such LIBOR Loan shall be deemed to constitute 
a request for an Advance by way of a Prime Rate Loan for a period 
of time equal to the requested LIBOR Period; and 

(C) if any LIBOR Loan is already outstanding at any time when the 
right of the Borrower to select a LIBOR Loan is suspended, the 
Borrower shall, by written notice to the Servicing Agent and 
relevant Lender given within three (3) Business Days of the date of 
the above-described Servicing Agent's notification, elect in its 
discretion to either ® prepay within seven (7) Banking Days (or 
on such earlier date as may be required to comply with any 
applicable legal requirement) of the date of such written notice to 
the Servicing Agent and relevant Lender such LIBOR Loan, with 
all interest accmed to the date of such prepayment and on all such 
amounts as are required to compensate the affected Lender for (A) 
any Additional Compensation payable pursuant to Section 3.1, and 
(B) any additional amounts payable pursuant to Section 10.2, or 
(ii) convert on the maturity date of the relevant LIBOR Period (or 
on such earlier date as may be required to comply with any 
applicable legal requirement), such outstanding LIBOR Loan to a 
Prime Rate Loan. 

(d) Not later than 10:00 a.m. on the third Banking Day prior to the last day of the then 
current Interest Period the Borrower shall deliver an Interest Determination Notice to the 
Servicing Agent. If the Advance is not repaid on the last day of any Interest Period and if the 
Servicing Agent has not received an Interest Determination Notice specifying the term of the 
next Interest Period for the Advance on or before 10:00 a.m. on the third Banking Day prior to 
the last day of the then cunent Interest Period, then the Borrower shall be deemed to have 
delivered an Interest Determination Notice electing an Interest Period of three months for the 
Advance and Interest shall be payable on the Advance at the applicable Interest Rate for such 
period. 

(e) Except as otherwise provided herein, the Advance shall not be repaid or prepaid 
except on the last day of any Interest Period unless the Borrower pays to the Agents and the 
Lenders any amounts which may be payable under Section 10.2. 

2.11 Method and Place of Payment 

All payments of principal, interest and fees hereunder shall be made for value in 
the full amount due at or before 12:00 noon on the day such amount is due by deposit or transfer 
thereof to an account of the Borrower maintained at the principal office of the Servicing Agent in 
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its designated place of business or such other place as the Boirower and the Servicing Agent may 
from time to time agree. Payments received after such time shall be deemed to have been made 
on the next following Banking Day. Each payment to be made by the Borrower under this 
Agreement shall be made in full without deduction, set-off or counterclaim of any kind or for 
any reason. Repayments of the Advance and payments of interest on the Advance shall be made 
in Canadian Dollars. The Borrower hereby irrevocably authorizes and directs the Servicing 
Agent-to deduct and set-off from, such account all amounts due to the Administrative Agent, the 
Servicing Agent or any Lender from time to time hereunder. 

2.12 Fees 

The Administrative Agent, on behalf of the Lenders, acknowledges receipt of 
$725,000.00, being an amount equal to 1.45% of the Advance, from the Borrower on the Closing 
Date. From and after the Effective Date, the Borrower shall reimburse the Administrative Agent 
for the annual admimstrative fee payable by the Administrative Agent to the Servicing Agent 
promptly and, in any event, within 30 days of receiving an invoice therefor, provided that the 
Borrower's maximum liability for such fee shall not exceed $17,500 for the fiscal year ending on 
January 31, 2010 and $35,000 for each fiscal year thereafter. 

2.13 Execution of Notices 

Each Interest Determination Notice and notice of repayment or prepayment and, 
unless otherwise provided herein, all other notices, requests, demands or o&er communications 
to be given to either Agent by the Borrower hereunder shall be executed by any one officer or 
director of the Borrower. 

2.14 Evidence of Indebtedness 

The Servicing Agent shall open and maintain in accordance with its usual practice 
boolcs of account evidencing the Advance and all other amounts owing by the Borrower to the 
Servicing Agent, the Administrative Agent and the Lenders hereunder. The Servicing Agent 
shall enter in the foregoing accounts details of each Interest Determination in respect of the 
Advance and of all amounts from time to time owing or paid by the Borrower to the Servicing 
Agent, and the amounts of principal, interest and fees payable from time to time hereunder. The 
information entered in the foregoing accounts shall constitute, in the absence of manifest error, 
prima facie evidence of the obligations of the Borrower to the Administrative Agent, the 
Servicing Agent and the Lenders hereunder, the date the Advance and the amounts the Borrower 
has paid from time to time on account of the principal of, interest on and fees related to the 
Advance. 

2.15 Interest on Overdue Amounts 

Where the Boirower or any Guarantor fails to pay any amount required to be paid 
by the Borrower or such Guarantor hereunder or under the Loan Documents when due, the 
Borrower or the Guarantor, as the case may be, shall pay interest on such unpaid amount, 
whether before or following demand, default or judgment, including overdue interest from the 
time such amount is due until paid at an annual rate equal to the sura of 2% plus the Interest 
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Rate, compounded monthly in arrears on the last Banking Day of each calendar month in each 
year and payable on demand. 

2.16 Criminal IRate of Interest 

Notwithstanding the foregoing provisions of this Article 2, the Borrower shall in 
no event be obliged to make any payments of interest or other amoimts payable to either Agent 
or any Lender hereunder in excess of an amount or rate which would be prohibited by law or 
would result in the receipt by either Agent or any Lender of interest at a criminal rate (as such 
terms are construed under the Criminal Code (Canada)). 

2.17 Compliance with th& Interest Act fCanada^ 

For the purposes of this Agreement, whenever any interest is calculated on the 
basis of a period of time other than a calendar year, the annual rate of interest to which each rate 
of interest determined pursuant to such calculation is equivalent for the purposes of the Interest 
Act (Canada) is such rate as so determined multiplied by the actual number of days in the 
calendar year in which the same is to be ascertained and divided by the number of days used in 
the basis of such determination. 

2.18 Nominal Rate of Interest 

The parties acknowledge and agree that all calculations of interest under this 
Agreement are to be made on the basis of the nominal interest rate described herein and not on 
the basis of effective yearly rates or on any other basis which gives effect to the principle of 
deemed reinvestment of interest. The parties acknowledge that there is a material difference 
between the stated nominal interest rates and the effective yearly rates of interest and that they 
are capable of making the calculations required to determine such effective yearly rates of 
interest. 

ARTICLE 3 
CHANGE OF CIRCUMSTANCES 

3.1 Increased Costs 

In the event of (i) any Applicable Law coming into force after the date hereof or 
(ii) any change in any existing Applicable Law, or in the interpretation or application thereof by 
any court or by any Governmental Authority or other authority or entity charged with the 
administration thereof or (iii) compliance by a Lender with any direction, request or requirement 
(whether or not having the force of law) of any Govenunental Authority or other auàiority or 
entity charged with the administration of any Applicable Law (each such event being hereinafter 
referred to as a "change in law") which now or hereafter: 

(a) subjects (whether directly, or as a result of any withholding or deduction by the 
Borrower) a Lender to any Tax (other than Canadian withholding tax) or changes 
the basis of taxation, or increases any existing Tax (in each case, except for the 
coming into force of any tax or change in the basis of taxation or manner of 
collection of any tax in respect of or the change in the rate of Tax charged on 
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income of a Lender as a whole) and including any Other Tax that is payable by a 
Lender on, or required by Applicable Law to be withheld by the Borrower from, 
any Additional Compensation, as hereinafter defined), on payments of principal, 
interest, premium or other amounts payable by the Borrower to such Lender • 
hereunder or on or by reference to the amoimt of the Advance made or to be made 
by such Lender hereunder or on or by reference to the commitment of such 
Lender hereunder, or 

(b) imposes, modifies or deems applicable any reserve, special deposit or similar 
reqxiirements or otherwise imposes any cost on a Lender in funding or 
maintaining all or any of the Advance hereunder, or 

(c) will have the effect of increasing the amount of overall capital required to be 
maintained by a Lender, taking into account the existence of such Lender's 
participation in any Advance hereunder (including, without limitation, all or any 
part of its commitment), 

and the result of any of the foregoing is to increase the cost to such Lender, reduce the income 
receivable by it or reduce the effective retum on the capital of such Lender in respect of the 
Advance and/or its Commitment, such Lender shall give notice thereof to the Borrower and to 
the Servicing Agent (à "Notice of Amount") stating the event by reason of which it believes it is 
entitled to Additional Compensation (as hereinafter defined), such cost and/or such reduction in 
such return (or such proportion of such reduction as is, in the reasonable and bona fide opinion of 
such Lender, attributable to its obligations hereunder), the amount of such Additional 
Compensation (as hereinafter defined) incuired by such Lender together with a certificate of a 
duly authorized officer of such Lender setting forth the Additional Compensation and the basis 
of calculation of such Additional Compensation including a copy of fiie Applicable Law or 
direction, request or requirement (whether or not having the force of law) of any Governmental 
Authority or other authority or entity charged with the administration of any Applicable Law, 
provided that the disclosure of the same can be lawfully made and that such Lender shall not be 
required to disclose any information required to be kept confidential by Applicable Law. The 
Borrower shall pay to such Lender, within 10 Banking Days of the date of receipt of any Notice 
of Amount, the amount specified in such Notice of Amount (in this Article 3 referred to as 
"Additional Compensation"). The obligation to pay such Additional Compensation for 
subsequent periods will continue until the earlier of termination of the Advance or the lapse or 
cessation of the change in law giving rise to the initial Additional Compensation. Each Lender 
shall make reasonable efforts to limit the incidence of any such Additional Compensation and 
seek recovery for the account of the Borrower upon the Borrower's request at the Borrower's 
expense, provided a Lender in its reasonable determination suffers no appreciable economic, 
legal, regulatory or other disadvantage. In the event the Lender subsequently recovers all or part 
of the Additional Compensation paid by the Borrower, it shall promptly repay an equal amount 
to the Borrower, provided that no Lender shall have any obligation to arrange its affairs in such a 
way as to ensure that all or any part of such Additional Compensation is recovered. The 
obligation to pay such Additional Compensation for subsequent periods will continue until the 
earlier of termination of the Advance or the Commitment affected by the change in law, change 
in capital requirement or the lapse or cessation of the change in law giving rise to the initial 
Additional Compensation. A Lender shall only be entitled to rely upon the provisions of this 
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Section 3.1 if and for so long as it is not treating the Borrower in any materially different or in 
any less favonrable manner than is applicable to any other similar customers of such Lender, 
where such other similar customers are bound by similar provisions to the foregoing provisions 
of this Section 3.1. 

3.2 niegalitv 

If, with respect to a Lender, the implementation of any existing provision of 
Applicable Law or the adoption of any Applicable Law, or any change therein or in the 
interpretation or application thereof by any court or by any statutory board or commission now 
or hereafter makes it unlawful for such Lender to make, fund or maintain all or any portion of the 
Advance, to maintain all or any part of its commitment hereunder, such Lender may, by written 
notice thereof to the Borrower, declare such affected part of the obHgations of.such Lender under 
this Agreement with respect to the activity which is unlawful to be terminated whereupon the 
same shall forthwith terminate, and the Borrower shall repay to such Lender within the time 
required by such law (or as promptly as practicable if already unlawful or at the end of such 
longer period, if any, as such Lender, in its bona fide opinion, may agree) the principal of the 
Advance made by such Lender, together with all accrued interest, premium, costs, expenses and 
other amounts payable hereunder or if conversion would avoid the activity that is unlawful, 
convert the affected part of the Advance to an Advance with an Interest Rate equal to the Prime 
Rate. If any such change shall affect only that portion of such Lender's obligations imder this 
Agreement that is, in the bona fide opinion of such Lender, severable from the remainder of this 
Agreement so that the remainder of this Agreement may be continued in full force and effect 
without otherwise affecting any of the obligations of such Lender or the Borrower hereunder, 
such Lender shall declare its obligations imder only that portion so terminated. Each Lender 
agrees if possible to designate a different lending office if such designation will avoid the need 
for such notice and will not, in the good faith judgment of such Lender, otherwise be materially 
disadvantageous to such Lender. 

ARTICLE 4 
CONDITIONS PRECEDENT 

4.1 Conditions to Effectiveness 

This Agreement shall not be effective until the date on which each of the 
following conditions is satisfied by the Borrower: 

(a) this Agreement and the Borrower's Security Documents, in form and on terms 
satisfactory to the Administrative Agent, shall have been duly authorized, 
executed and delivered to the Lenders by the Borrower and shall constitute legal, 
valid and binding obligations of the Borrower; 

(b) the representations and warranties set forth in Section 5.1 shall be true and correct 
on and as of the Effective Date; 

(c) except for the Events of Default that have been waived pursuant to Section 12.2, 
no Default or Event of Default shall have occurred and be continuing and the 
Borrower shall have delivered an Officer's Certificate to such effect; 
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the Security and all necessary financing statements shall have been duly 
registered, filed and recorded against the Borrower in all jurisdictions where such 
registration, filing or- recording, in the reasonable opinion of the Lenders, is 
necessary or advantageous to preserve, protect and perfect the charges and 
security interest created or intended to be created by the Security Documents; 

the Borrower shall have delivered to the Administrative Agent reasonably 
satisfactory evidence that customary insurance coverage (with adequate and 
customary limits and deductibles) for business and operations of the type and size 
the Borrower and all of its Subsidiaries is in place, with (i) the Administrative 
Agent being named as (A) a loss payee, and (B) an additional insured; and (ii) an 
endorsement that 30 days' notice shall be provided to the Administrative Agent 
for any cancellation, modification or waiver thereunder and that if the insurance 
carrier shall have received written notice firom the Administrative Agent of the 
occurrence and continuance of an Event of Default, the insurance carrier shall pay 
all proceeds otherwise payable to the Borrower under such policies directly to the 
Administrative Agent; 

all fees and expenses payable to the Lenders or Administrative Agent (includirig 
all reasonable legal fees and expenses) in connection with the transactions 
contemplated hereby shall be paid in full, to the extent that such fees and 
expenses shall then be due and payable; 

a favourable opinion of Counsel to the Borrower, addressed to the Administrative 
Agent and the Lenders firom time to time party hereto, in form and substance 
satisfactory to the Administrative Agent and each Lender, shall have been 
delivered to the Administrative Agent and each Lender; 

the Borrower shall have delivered to the Administrative Agent the Financial 
Statements referred to in Section 5.1(g) and the unaudited financial statements for 
the Borrower's fiscal year ended January 31, 2009 in fonn and substance 
satisfactory to the Administrative Agent and the Lenders; 

the Administrative Agent shall have received evidence satisfactory to the 
Administrative Agent that the Revolving Credit Facility is in effect and all of the 
documents entered into in connection with the amendments to the Revolving 
Credit^ Facility shall be in form and substance acceptable to the Administrative 
Agent acting reasonably; 

the Stonehouse Subordinated Note shall be in form and substance satisfactory to 
the Administrative Agent, and StonehouseCo shall have entered into and 
delivered the Subordination Amendment Agreement to the Administrative Agent; 

the $6 million payment referred to in Section 2.8(a) shall have been made to the 
Servicing Agent, for the account of the Lenders; and 



- 3 4 -

(1) the Administrative Agent shall have received such additional evidence, 
documents or imdertakings as the Lenders may reasonably request to establish the 
consummation of the transactions contemplated hereby. 

In each case where a document shall be delivered to the Lenders, the Borrower 
shall provide a sufficient number of copies for delivery of an originally executed copy of each 
document to each Lender and to the Administrative Agent and the Servicing Agent. The 
conditions set forth in this Section 4.1 are inserted for the sole benefit of each Lender and may be 
waived by each Lender in whole or in part, with or without terms or conditions. The Lenders 
hereby acknowledge and confirm that the conditions set forth in Sections 4.1(d) and 4.1(h) have 
been satisfied ori or prior to the Effective Date. 

ARTICLE 5 
REPRESENTATIONS AND WARRANTIES 

5.1 Representations and Warranties 

The Borrower and any Guarantor jointly and severally represents and warrants as 
follows to the Administrative Agent, the Servicing Agent and each Lender, and each of the 
Administrative Agent and each Lender acknowledges and confirms that it is relying upon such 
representations and warranties in having made and continuing the Advance hereunder: 

(a) Corporate Status. The Borrower is a corporation duly amalgamated and validly 
existing under the laws of the Province of Ontario and any Guarantor and each of 
its and the Borrower's Subsidiaries is a corporation duly incorporated or 
amalgamated or is validly existing as a partnership or is otherwise organized and 
validly existing under the laws of the jurisdiction of its incorporation specified in 
Schedule 5.1(z). Each of the Borrower, any Guarantor and each of their 
Subsidiaries has all necessary corporate power and authority to conduct its 
business as presently conducted and to own or lease its properties and assets in 
each jurisdiction where such properties and assets are situated or such business is 
conducted. 

(b) Corporate Power and Authority. Each of the Borrower and any Guarantor has 
full corporate power and authority to enter into the Loan Documents to which it is 
a party, and to do all acts and things and execute and deliver all documents as are 
required hereunder or thereunder to be done, observed or performed by it in 
accordance with the terms hereof or thereof. 

(c) Authorization and Enforceability. This Agreement and each of the other Loan 
Documents to which each of the Borrower and any Guarantor is a party has been 
delivered by the Borrower and any such Guarantor and constitutes a valid and 
legally binding obligation of the Borrower and any such Guarantor, enforceable 
against it in accordance with its terms, subject to applicable bankruptcy, 
insolvency and other laws affecting the enforcement of creditors' rights generally. 

(d) Conflict with Constating Documents and Agreements. Neither the execution 
and delivery of the Loan Documents nor the consummation by the Borrower or 
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any Guarantor of any of the transactions herein and therein contemplated, nor 
compliance by the Borrower or any such Guarantor with the terms, conditions and 
provisions of the Loan Documents to which it is a party, will conflict with or 
result in a breach of any of the terms, conditions or provisions of: 

(i) the constating documents, certificates or articles of incorporation or 
by-laws of the Borrower, the Guarantor or any of fiieir Subsidiaries or any 

• unanimous shareholders' agreement relating to any of them; 

(ii) any resolution of the shareholders, directors or any committee of directors 
of the Borrower, any Guarantor or any of their Subsidiaries; 

(iii) any agreement (including any Material Contract), instrument or 
arrangement to which the Borrower, any Guarantor or any • of their 
Subsidiaries is now a party or by which it, or its properties are, or may be, 
bound, or will constitute a default which could give rise to damages or the 
right to terminate such agreement, or will result in the creation or 
imposition of any Lien (other than Permitted Encumbrances) upon any of 
the properties or assets of the Borrower, the Guarantor or any of their 
Subsidiaries; 

(iv) any judgment or order, writ, injunction or decree of any court; or 

(v) any Applicable Law. 

(e) No Other Authorization or Consents Necessary. No action (including, without 
limitation, the giving of any consent, licence, right, approval, authorization, 
registration, order or permit) of, or filing with, any Governmental Authority is 
required to authorize, or is otherwise required in connection with, the execution, 
delivery and performance by the Borrower or any Guarantor of the Loan 
Documents or in order to render this Agreement and the Loan Documents legal, 
valid, binding or enforceable and no consents, approvals or other authorizations 
are required in connection with the assignment of accounts receivable pursuant to 
the Loan Documents except those actions which have been obtained or filings 
which have been made. 

(Q No Third Party Consents. Except for the consents and approvals that have been 
obtained by the Borrower, no consent or approval of any other party (including, 
without limitation, any landlord that is party to a Lease) is required in connection 
with the execution, delivery and performance by the Borrower or any Guarantor 
of the Loan Documents to which it is a party in order to render this Agreement or 
any of the Loan Documents to which the Borrower or any Guarantor is a party 
legal, valid, binding or enforceable against such Person except, in each case, those 
consents or approvals which have been obtained. 

(g) Financial Statements. Except as disclosed in Schedule 5.1(g), the audited 
consolidated Financial Statements most recently delivered to the Administrative 
Agent pursuant to Section 6.1(a) present fairly, in all material respects, the 
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financial position of the Borrower and its Subsidiaries as at such date and the 
unaudited consolidated Financial Statements of the Borrower and its Subsidiaries 
for the fiscal quarter or calendar month most recently ended present fairly, in all 
material respects, the financial position of the Borrower and its Subsidiaries as at 
such date, subject to normal year end adjustments. Since the date of the audited 
consolidated financial statements most recently delivered to the Administrative 
Agent, there has been no material adverse change in the assets, liabilities, 
condition (financial or otherwise) operations, or prospects of the Borrower or any 
of its Subsidiaries. 

Affiliate Transactions. None of the Borrower, any Guarantor or any of their 
Subsidiaries has a Contractual Obligation with an Affiliate or engages in any. 
transaction with any Affiliate, except (i) transactions among the Borrower and its 
Affiliates upon terms at least as favourable to such Person as an Ann's Length 
transaction with rmaffiliated Persons, and (ii) the transactions described at 
Schedule 5.1(h). 

Litigation. Other than actions, suits or proceedings claiming solely payment 
(whether by way of an amount owing, damages or otherwise) of an amoimt not 
exceeding $250,000 in respect of any one matter or $500,000 in the aggregate and 
except as disclosed in Schedule 5.1(i), on or before the Effective Date there are no 
actions, suits or proceedings pending or, to the best of the knowledge and belief of 
the Borrower and any Guarantor, threatened against or affecting the Borrower, 
any Guarantor or any of their Subsidiaries or any of their undertaking, property 
and assets, at law, in equity or before any arbitrator or before or by any 
Governmental Authority in respect of which the Borrower and any Guarantor 
have determined in good faith that there is a reasonable possibility of a 
determination adverse to the Borrower or any of its Subsidiaries and which could, 
if determined adversely, have a Material Adverse Effect and none of the 
Borrower, any Guarantor or any of their Subsidiaries is in default with respect to 
any Applicable- Law or any order, writ, injimction or award of any government, 
commission, board, agency, court, arbitrator or instrumentality. 

Licences, etc. and Compliance with Laws. All licences, firanchises, certificates, 
consents, rights, rights-of-way, easements, entitlements, approvals, authorizations, 
registrations, orders .and permits (collectively, "Permits") required to enable the 
Borrower, any Guarantor and their Subsidiaries to carry on their respective 
businesses as now conducted by them and to own, lease and operate their 
properties and assets have been duly obtained and are currently subsisting in good 
standing, except for such Permits, the absence of which has not had and could not 
reasonably be expected to have, a Material Adverse Effect. The Borrower, any 
Guarantor and each of their Subsidiaries have complied with all terms and 
provisions presently required to be complied with by them in all such Permits and 
with all Applicable Law and they are not in violation of any of the respective 
provisions fiiereof in respect of which such non-conçliance or violation could 
have a Material Adverse Effect. 



- 3 7 -

Compliance with Environmental Laws. 

(i) The Borrower, any Guarantor and each of their Subsidiaries and, to the 
best of the knowledge of the Borrower and any Guarantor after due 
inquiry, those of any party having charge, management or control of any 
aspects of the Business, any Real Property of the Borrower and its 
Subsidiaries have been and are in compliance with Environmental Laws 
which are applicable to their operations and the release, emission, deposit, 
issuance, discharge, transportation or disposal ("Release") of any 
Hazardous Materials; the Borrower and its Subsidiaries have no liabilities 
(including contingent liabilities) in connection with any Release or likely 
Release and there are no conditions on any Real Property, which now, or 
with the passage of time or the giving of notice or both, may give rise to 
liability, and in respect of which such non-compliance, liabilities or 
conditions could have a Material Adverse Effect; 

(ii) none of the Borrower, any Guarantor, or any of their Subsidiaries has 
received notice of or is aware of any judicial or administrative proceeding 
alleging with respect to it the violation of or any potential liability under 
any Environmental Laws and none of the Borrower, any Guarantor or any 
of their Subsidiaries has received notice of or is aware of or is subject to 
any Environmental Claim; and 

(iii) none of the Borrower, any Guarantor or any of their Subsidiaries or, to the 
best of the knowledge of the Borrower and any Guarantor after due 
inquiry, any party having charge, management or control of any aspect of 
the Business or any Real Property, has ever caused or permitted any 
Hazardous Material to be used, placed, held, located, stored, released or 
disposed of on, in, under, through or at any such property or any part 

• thereof or any other location that could give rise to liability to the 
Borrower or the Subsidiaries except in compliance with Environmental 
Laws. 

Encumbrances. The Borrower, any Guarantor and each of their Subsidiaries has 
good and valid title to all of its Property and there are no Liens on any of the 
Property or undertaking of the Borrower or any Guarantqr other than Permitted 
Encumbrances. 

No Default or Event of Default. Except for the Events of Default that have been 
waived pursuant to Section 12.2, no Default or Event of Default has occurred and 
is continuing or would result firom the execution, delivery or performance of the 
Obligations under any of the Loan Documents. 

No Agreement to Sell Assets, Etc. Other than the sale of Inventory in the 
ordinary course of business, none of thé Borrower, any Guarantor or any of their 
Subsidiaries has any legal obligation, absolute or contingent, to any Person to sell 
its Property (except as permitted by Section 6.2(d)) or to effect any merger. 
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consolidation or other reorganization of the Borrower, such Guarantor or such 
Subsidiary, as the case may be (except as permitted by Section 6.2(c)), or to enter 
into any agreement with respect thereto. 

No Action for Winding-Up or Bankruptcy. There has been no voluntary or 
involuntary action taken either by or against the Borrower, any Guarantor or any 
of their Subsidiaries for any such corporation's winding-up, dissolution, 
liquidation, bankruptcy, receivership, administration or similar or analogous 
events in respect of such corporation or partnership or all or any material part of 
its assets or revenues. 

Taxes. The Borrower, any Guarantor and each of their Subsidiaries have filed all 
tax returns which were required to be filed, paid all Taxes (including interest and 
penalties) which are due and payable other than any Tax the payment of which is 
being contested in good faith by proper proceedings and for which adequate cash 
reserves are being maintained. 

Location of Business. A true and complete list of the location of the chief 
executive office and places of business of the Borrower, and any Guarantor is set 
forth in Schedule 5.1(z). Schedule 5.1(z) also contains a complete list of all bank 
accounts and accounts with securities intermediaries (including account number, 
beneficiary name, and other institutional information) maintained by the Borrower 
and any Guarantor. 

Location of Collateral. With the exception of inventory in transit, all tangible 
assets comprising the Borrower's Collateral (as that term is defined in the 
Borrower's Security Documents) and the Guarantor's Collateral (as that term is 
defined in the Guarantors' Security Documents) are situate in the provinces and 
territories of Canada in which a financing statement or similar notice, filing, 
registration statement or other instrument required or desired to perfect or 
crystallize a Lien in favour of the Administrative Agent has been filed against the 
Borrower or the Guarantor, as the case may be. 

Registrations. All registrations, filings and recordings as are necessary to 
preserve, protect and perfect the charges and security interest created, or intended 
to be created by, the Security Documents have been made. 

Employee Benefit Flans. All obligations of the Borrower, any Guarantor and 
their Subsidiaries (including fiduciary, funding, investment and administrative 
obligations, if any) required to be performed in connection with employee benefit 
plans of the Borrower, any Guarantor and their Subsidiaries have been performed 
on a timely basis. 

Pension Plans. None of the Borrower, any Guarantor or any of their Subsidiaries 
is a party to, has agreed to become a party to or has any Indebtedness, liabilities, 
obligations under, arising firom, relating to or in connection with any Pension 
Plan. 
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Labour Matters. There are no strikes or other labour disputes pending or, to the 
knowledge of Borrower and any Guarantor, after due inquiry or investigation, 
threatened against the Borrower, any Guarantor or any of their Subsidiaries. 
There are no proceedings pending or, to the knowledge of Borrower and any 
Guarantor, after due inquiry or investigation, threatened between the Borrower, 
any Guarantor or any of their Subsidiaries and any labour organization or the 
Borrower's, any Guarantor's or any of their Subsidiary's employees, as applicable, 
including any unfair labour practices, charges or complaints or allegations of sex, 
age, race or other discrimination that are likely to be adversely determined and if 
adversely determined could be reasonably expected to have a Material Adverse 
Effect. The Borrower, any Guarantor and each of their Subsidiaries have each 
complied with all employment contracts (including all collective bargaining 
agreements, if any), employment, policies, arbitration awards, Applicable Law 
(including those relating to wages, hours and collective bargaining) and orders 
resulting from alleged violations of any Applicable Law and have no material 
liability for any arrears of wages, accrued benefits, taxes or penalties for any 
failure to comply with any of the foregoing. 

Intellectual Property. Each of the Borrower, any Guarantor and each of their 
Subsidiaries owns, licenses or otherwise has the full right to use, under validly 
existing agreements, all patents, licenses, trademarks, trade names, trade secrets, 
copyrights and all rights with respect thereto, which are required to conduct the 
Business. 

Adequate Insurance. All of the Collateral is insured with good and responsible 
companies against fire and other casualties in the same manner and to the same 
extent as such insurance is usually carried by Persons carrying on a similar 
business as that owned by the Borrower, any Guarantor or the relevant Subsidiary, 
as the case may be, and the Borrower, any Guarantor and each of their 
Subsidiaries maintains or causes to be maintained with good and responsible 
insurance companies adequate insurance against business interruption with 
respect to the operations of all such Property and liability on account of damage to 
Persons or Property, including damage resulting from product liability, and under 
all applicable workers' compensation laws, in the same manner and to the same 
extent as such insurance is usually carried by Persons carrying on a similar 
business and owning similar property, and attached hereto as Schedule 5.1(x) is a 
true and complete list of all insurance policies maintained by the Borrower, any 
Guarantor and each of their Subsidiaries in coimection with the foregoing matters. 

Material Contracts. Each Material Contract is in full force and effect and, 
except for the defaults under the Revolving Credit Facility that have been waived 
pursuant to Section 12.2, none of the Borrower, any Guarantor or any of their 
Subsidiaries is in default under any Material Contract and no event has occurred 
which, with the passage of time or the giving of notice or both, could constitute an 
event of default under any Material Contract or give rise to a right on the part of 
another party to terminate a Material Contract, the effect of any of which could be 
reasonably expected to have a Material Adverse Effect. 
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Capitalizadon and Subsidiaries, Etc. Part A of Schedule 5.1(z) sets forth for 
the Borrower, any Guarantor and each of their Subsidisdes, its jurisdictibn of 
organization, the classes of its authorized capital, the number of shares of each 
such class authorized (as applicable) and issued and outstanding and the holders 
of such shares. Part B of Schedule 5.1(z) sets forth for the Borrower, any 
Guarantor and each of their Subsidiaries: (i) a description of the Property owned 
or leased by the Borrower, any Guarantor and each of their Subsidiaries or to 
which it has any right; and (ii) the Material Contracts and Indebtedness of the 
Borrower, any Guarantor and each of their Subsidiaries. Any Guarantor is a 
direct or indirect wholly-owned Subsidiary of the Borrower. None of the 
Borrower, any Guarantor or any of their Subsidiaries has any material investment 
or material equity interest in any other Person other than those entities described 
in Schedule 5.1(z) and any such investment or equity acquired in accordance with 
Section 6.2Qi). 

No Assets or Liabilities. Other than (i) any Guarantor that has executed and 
delivered Guarantors' Security Documents to the Administrative Agent pursuant 
to Section 7.2, and (ii) 644562 Ontario Limited, the assets of which are comprised 
solely of 100% of issued and outstanding common shares in the capital of720064 
Ontario Limited, none of the Borrower's Subsidiaries owns, leases, licenses or 
otherwise holds any Property (including, for greater certainty, any Intellectual 
Property), has any obligations, liabilities or Indebtedness or engages in any 
business whatsoever, and none the Borrower's Subsidiaries is party to or has 
agreed to be a party to any Agreements or other arrangements with third parties or 
Affiliates. 

Title; Possession under Leases. Set forth in Part A of Schedule 5.1(bb) is a 
complete and accurate list of all Real Property owned by the Borrower and any 
Guarantor, with the owner of such property, the location of such property and a 
conçlete and accurate legal description of such property. Set forth in Part B of 
Schedule 5.1(bb) is a coirplete and accurate list of all Real Property leased by the 
Borrower and any Guarantor as lessee or sublessee, with the manager or landord 
of such Real Property, the square footage of each premises, the expiry dates of 
each lease and the minimum rent payable thereunder and the location of such Real 
Property. Each of the Borrower and any Guarantor (i) owns and has good and 
marketable title to the Real Property referred to in Part A of Schedule 5.1 (bb), 
subject only to the Permitted Encumbrances, (ii) has valid leasehold interests in 
the real property referred to in Part B of Schedule 5.1(bb), and enjoys peaceful 
and undisturbed possession under all leases and such leases are in good standing 
and no event or circumstance exists which with the passage of time or giving of 
notice or both could constitute a default thereunder, in each case which could 
reasonably be expected to have a Material Adverse Effect, and (iii) owns and has 
good and marketable title to all dieir other respective Properties and assets which 
are material to the business of such Person. 

Solvency, Etc. Each of the Borrower, any Guarantor and each of their 
Subsidiaries is Solvent and, after the execution and delivery of the Loan 
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Documents and the consummation of the transactions contemplated thereby, will 
be Solvent. None of the Borrower, any Guarantor or any of their Subsidiaries has 
(i) applied for or consented to the appointment of a receiver, trustee, liquidator or 
custodian of itself or of all or a substantial part of its Property or (ii) made a 
general assignment for the benefit of itself or any of its creditors. 

No Material Adverse Effect. No event has occurred and no condition exists 
which could be reasonably expected to have a Material Adverse Effect. 

Accuracy of Information Furnished. Each of the Borrower and any Guarantor 
has provided to Administrative Agent in writing all material information relating 
to its financial condition, business and prospects including all Material Contracts. 
The Loan Documents and the other certificates, statements and information 
funiisïied by the Borrower and any Guarantor to Administrative Agent in 
connection with the Loan Documents and the transactions contemplated thereby, 
do not contain any untrue statement of a material fact and do not omit to state any 
material fact necessary to make the statements therein, in light of the 
circumstances under which they were made, not misleading. All projections 
furnished by each of the Borrower and any Guarantor to the Administrative Agent 
in connection with the Loan Documents and the transactions contemplated 
thereby have been based upon assumptions, believed by it at the time and as of the 
date hereof to be reasonable, and represent, as of their respective dates of 
presentations and as of the date hereof, such Person's best estimates of the future 
performance of the Borrower or such Guarantor, as the case may be. 

Fiscal Year and Fiscal Quarters. As of the date of this Agreement, the fiscal 
year of the Borrower and its Subsidiaries ends on the last Saturday in January of 
each calendar year, and the Borrower's and its Subsidiaries' fiscal quarters end on 
the Saturday that is the thirteenth, twenty-sixth, thirty-ninth and fifty-second (or 
fifty-third) week after the most recently completed fiscal year. 

Patriot Act Compliance. None of the Borrower. any Guarantor or any 
shareholder, partner or any owner of a direct or indirect interest in the Borrower 
or any Guarantor (a) is listed on any Government Lists, (b) is a person who has 
been determined by competent authority to be subject to the prohibitions 
contained in Presidential Executive Order No. 13224 (Sept. 23,2001) or any other 
similar prohibitions contained in the rules and regulations of OF AC or in any 
enabling legislation or other Presidential Executive Orders in respect thereof, (c) 
has been previously indicted for or convicted of any felony involving a crime or 
crimes of moral turpitude or for any Patriot Act Offense, or (d) is currently under 
investigation by any Governmental Authority for alleged criminal activity; 
provided, however, the foregoing sentence shall not be deemed to apply to, 
include or cover any person, group, governmental authority or entity which is an 
owner of direct or indirect interest in any Borrower or in any entity affiliated with 
any Borrower if such interest exists by means of the ownership of stock or other 
Publicly-Traded Securities. 
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Confirmation of Security. The security interests granted by the Borrower in 
favour of the Administrative Agent, as collateral agent for the benefit of the 
Lenders, pursuant to the Security Documents continue in fiill force and effect as 
continuing security for the due and timely payment and performance of the 
Obligations. 

Survival of Representations and Warranties 

The representations and warranties set out in this Article 5 shall survive the 
execution and delivery of this Agreement, notwithstanding any investigations or examinations 
which may be made by any Agent, any Lender ox counsel to any of them. The Borrower and any 
Guarantor shall be deemed to have reaffirmed, for the benefit of the Lenders and each Agent, 
each representation and warranty contained in Section 5.1 on and as of the last date of each fiscal 
quarter of the Borrower. 

ARTICLE 6 
COVENANTS 

6.1 Affirmative Covenants 

Each of the Borrower and any Guarantor covenants and agrees with the 
Administrative Agent, the Servicing Agent where applicable, and each of the Lenders that, 
rmless the Administrative Agent and the Required Lenders otherwise consent in writing, so long 
as any Obligation hereunder or under any Loan Document remains outstanding: 

(a) Financial Reporting. The Borrower shall deliver, or cause to be delivered, to the 
Administrative Agent and the Servicing Agent, with sufficient original copies for 
each Lender: 

(i) as soon as available and in no event later than 30 days after the last day of 
each calendar month of each fiscal year of the Borrower, a copy of the 
internal monthly financial statements of the Borrower and its Subsidiaries 
prepared on a consolidated basis) and consisting of at least a statement of 
income, a statement of cash flows and a balance sheet for such month; 

(ii) as soon as available and in no event later than 45 days after the last day of 
each fiscal quarter of each fiscal year of the Borrower, a copy of the 
Financial Statements of the Borrower and its Subsidiaries (prepared on a 
consolidated basis) for such fiscal quarter and for die fiscal year to date 
certified as true, correct and complete by the Borrower; 

(iii) for the fiscal year ended January 26, 2008, no later than July 15, 2009, for 
the fiscal year ended January 31, 2009, no later than August 15,2009, and 
for each .fiscal year thereafter, as soon as available and in no event later 
than 105 days after the close of each fiscal year of the Borrower, (A) 
copies of the audited Financial Statements of the Borrower and its 
Subsidiaries (prepared on a consolidated basis) for such year, audited by 
independent certified public accountants of recognized national standing 

(hh) 

5.2 

Tort: 2329457.8 
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acceptable to the Lenders, (B) copies of the opinions (which opinions and 
the Financial Statements to which such opinions relate shall not contain 
any qualification which is in the nature of a limitation on scope or ability 
to audit or of a going concern or similar nature) and, to the extent 
delivered, management letters delivered by such accountants in connection 
with all such Financial Statements and (C) certificates of such accountants 
to the Lenders stating that in making the examination necessary for their 
opinion they have reviewed this Agreement and have obtained no 
knowledge of any Default which has occurred, or if, in the opinion of such 
accountants, a Default has occurred, a statement as to the nature thereof; 

(iv) together with the Financial Statements delivered pursuant to 
Sections 6.1(a)(ii) and 6.1(a)(iii), a certificate of the Chief Financial 
Officer of the Borrower to the effect that the information contained in such 
statements is prepared and presented in accordance with GAAP and in a 
manner consistent with the past practices of the Borrower and that such 
Financial Statements are true and correct in all material respects, subject to 
normal year-end audit adjustments in the case of unaudited Financial 
Statements, and present fairly the results of operations and changes in the 
financial position of the Borrower as of and to the date of such Financial 
Statements, stating that the Borrower is in compliance with the covenants 
set forth in Article 6 including, without limitation, those financial 
covenants set forth in Section 6.3 and, in respect of such financial 
covenants providing detailed calculations evidencing compliance 
therewith, that each of the representations and warranties of the Borrower 
set forth in Section 5.1 is true and correct by reference to the facts and 
circumstances existing on the date • of such certificate (or specifying 
inaccuracies therein), fliat no Default or Event of Default has occurred (or 
specifying such non-compliance or Default or Event of Default and stating 
what action, if any, the Borrower or a Guarantor is taking in coimection 
therewith); and 

(v) such other financial information as the Administrative Agent or the 
Servicing Agent may request from time to time, acting reasonably. 

(b) Corporate Status. Subject to Section 9.1, the Borrower and any Guarantor shall 
remain a corporation duly incorporated or amalgamated, as applicable, and validly 
subsisting under the laws of Canada or a province thereof and the Borrower and 
any Guarantor shall cause each of its Subsidiaries to remain duly incorporated, 
formed or organized and validly subsisting under the laws of its existing 
jurisdiction of incorporation or formation, as the case may be, or the laws of 
Canada or any other province thereof and, in each case, registered or otherwise 
qualified in all material respects to cany on business in each jurisdiction where 
necessary to conduct its business. 

(c) Conduct of Business. The Borrower and any Guarantor shall, and shall cause 
each of its Subsidiaries to (i) preserve and maintain all of its rights, privileges and 
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franchises reasonably necessary to the conduct of its business, (ii) conduct its 
business activities in compliance with Applicable Law (including Environmental 
Laws) and contractual obligations applicable to such Person or such Person's 
Property, and (iii) keep all Property useful and necessary in its business in good 
working order and condition, ordinary wear and tear excepted (including 
removing any Hazardous Materials Released on such Property in exceedance of 
Environmental Laws), except, in each case, where any failure could not be 
reasonably expected to have a Material Adverse Effect 

Insurance. The Borrower and any Guarantor shall, and shall cause each of its 
Subsidiaries to: 

(i) carry and maintain . insurance with insurers acceptable to the 
Administrative Agent, acting reasonably, in at least such amounts, of such 
character and against such risks as is maintained by such Person on the 
date of this Agreement and described in the certificates of insurance 
delivered to the Administrative Agent pursuant to Section 4.1 or, if such 
insurance is not available on a commercially reasonable basis, with the 
prior written consent of the Required Lenders, insurance with insurers 
acceptable to the Administrative Agent, acting reasonably, in such 
amounts, of such character and against such risks customarily carried from 
time to time during the term of this Agreement by comparable businesses 
engaged in substantially the same business as such Person and operating in 
the same geographic area as such Person, including but not limited to, fire 
and extended coverage, public liability, property damage, workers' 
compensation, business interruption, flood and such other coverage as the 
Required Lenders may reasonably request; 

(ii) obtain and maintain the endorsements described in Section 4.1(e) for all 
such insurance; and 

(iii) deliver to the Administrative Agent copies of any insurance certificates 
evidencing the insurance required to be obtained and maintained 
hereunder forthwith upon receipt by the Borrower or a Guarantor, as the 
case may be, of any such certificate. 

Payment of Taxes. The Borrower and any Guarantor shall, and shall cause each 
of its Subsidiaries to, pay or cause to be paid, when due, all Taxes, property taxes, 
business taxes, social security and assistance premiums, health taxes, employment 
insurance, premiums, Canada pension plan premiums, provincial pension plan 
premiums, assessments and governmental charges or levies imposed upon it or 
upon its income, sales, capital or profit or any property belonging to it unless any 
such Tax, social security premiums, assessment, charge or levy is contested by it 
in good faith by proper proceedings with adequate cash reserves being set aside, 
and to collect and remit when due all payroll deductions and withholding taxes. 
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Performance of Contractual Obligations. Each of the Borrower and any 
Guarantor shall perform all of its contractual obligations to be performed by it in a 
timely manner and shall pay all amounts thereunder when due except where the 
failure to do so could not reasonably be expected to result in a Material Adverse 
Effect. 

Keeping of Books. The Borrower and any Guarantor shall, and shall cause each 
of its Subsidiaries to, keep proper books of record and account, in which full and 
correct entries shall be made of all financial transactions and the assets and 
business of the Borrower, any Guarantor and each of their Subsidiaries in 
accordance with GAAP. 

Notice of Event of Default. Each of the Borrower and any Guarantor shall 
deliver to the-Administrative Agent and the Servicing Agent, forthwith upon 
becoming aware of any Default or Event of Default, an Officer's Certificate 
specifying such Default or Event of Default together with a statement of an 
officer of the Borrower or the Guarantor, as the case may be, setting forth details 
of such Default or Event of Default and the action which has been, or is proposed 
to be, taken with respect thereto. 

Other Notifications. Each of the Borrower and any Guarantor shall promptly 
notify the Administrative Agent and the Servicing Agent of: 

(i) any change in the name or jurisdiction of incorporation or organization of 
the Borrower or any of its Subsidiaries and of any change in the location 
of the registered office or chief executive office of any of them which are 
subject to a Lien in favour of the Administrative Agent not less than 30 
days prior to any such change; 

(ii) the Borrower's or Guarantor's opening a bank account or securities 
account (including all information related thereto) at least 30 days prior to 
depositing any cash or Cash Equivalents in such account; 

(iii) any proposal to operate any of its retail outlets under a trade name other 
than "Tip Top Tailors", "Mr. Big & Tall", "George Richards Big & Tall", 
"Grafton & Co.", "Stonehouse" "IGngsport" and "Kingsport Clothier" or 
any derivation thereof not less than 30 days prior to any such proposed 
change; 

(iv) any proposal to acquire any Real Property not less than 30 days prior to 
any such proposed acquisition and any proposal to carry on business in 
Quebec, any of the territories of Canada or any jurisdiction outside of 
Canada; 

(v) any notices of default received by the Borrower and any of its Subsidiaries 
under any Material Contracts, Permits or Leases; 
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(vi) any action, suit, proceeding, complaint, notice, order or Environmental 
Claim of which the Borrower or the Guarantor or any of their Subsidiaries 
becomes aware (and which has not been disclosed in Schedule 5.i(i)) 
which is pending or issued against or, to the best of its information, 
knowledge and belief, could affect the Borrower, any Guarantor or any of 
their Subsidiaries or any of their undertaking, property and assets at law, 
in equity or before any arbitrator or before or by any Governmental 
Authority in respect of which the Borrower determines in good faith that 
there is a reasonable possibility of a determination adverse to the 
Borrower, any Guarantor or any of their Subsidiaries which could, if 
determined adversely, have a Material Adverse Effect; 

(vii) any action, suit or proceeding claiming payment (whether by way of an 
amount owing, damages or otherwise) of an amount exceeding $500,000 
in respect of any one matter or $1,000,000 in the aggregate; 

(viii) any environmental site assessment or audit report or similar environmental 
document required to be submitted to any Governmental Authority with 
respect to any operations or Real Property currently or formerly owned, 
leased or operated by the Borrower, any Guarantor or any Subsidiary of 
the Borrower or any Guarantor, and the Borrower and any Guarantor shall 
make a copy of such report available to the Lenders. If any such report 
sets out compliance or remedial action that is to be undertaken by the 
Borrower, any Guarantor or any of their Subsidiaries and the cost of such 
actions are estimated to exceed $500,000, the Borrower and any Guarantor 
shall provide evidence satisfactory to the Lenders of expenditures made 
from time to time to effect such remedial or compliance action within such 
time as may be prescribed by (or undertaken with notice to) the 
Governmental Authority; 

(ix) the issuance by the Borrower or any Guarantor, or any of their 
Subsidiaries of any equity or Indebtedness, other than drawdowns under 
the Revolving Credit Facility and any issuances of equity by the Bonower, 
a Guarantor or of its Subsidiaries to the Borrower or any of its wholly-
owned Subsidiaries, including details thereof and gross proceeds and costs 
and expenses of issue; 

(x) any trade account of the Borrower, a Guarantor or any of their 
Subsidiaries becoming seemed by way of a bank letter or guarantee, with 
the notice including a statement that such security shall be assigned by the 
Borrower and/or the applicable Guarantor, as applicable, in favour of the 
Administrative Agent, if the Administrative Agent so requests; and 

(xi) the results of any report providing an actuarial valuation or other 
assessment of any Pension Plan of the Borrower or any of its Subsidiaries, 
upon any such report being made available to the Borrower. 

Tor#: 2329457.8 
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CompUance with Applicable Laws. The Borrower and any Guarantor shall, and 
shall cause each of their Subsidiaries to, comply with all Applicable Laws, 
including Environmental Laws, the non-compliance with which could reasonably 
be expected to have a Material Adverse Effect and the Borrower and any 
Guarantor shall, and shall cause each of their Subsidiaries to, comply with the 
terms of and maintain all consents, licences, franchises, certificates, consents, 
rights, approvals, authorizations, registrations, orders or permits fi"om, and malce 
such filings with, any Governmental Authority and to comply with such 
Applicable Laws as may be necessary to carry on its respective businesses, to 
own, lease and operate its properties and to enable the Borrower and any 
Guarantor to enter into and perform their obligations under Loan Documents or to 
render this Agreement or the Security Documents legal, valid, binding or 
enforceable. 

New Subsidiaries. Each of the Borrower and any Guarantor shall, at its own 
expense, promptly, and in any event at least 15 Banking Days prior to the 
formation or acquisition of a new Subsidiary of the Borrower or a Guarantor after 
the Closing Date (i) notify the Lenders of such event, (ii) cause the Sectnity 
Documents to be amended as appropriate in light of such event to pledge the 
Stock of any such Person that is a wholly-owned Subsidiary to the Lenders and 
execute and deliver all documents or instruments required thereunder or 
appropriate to perfect the Liens created thereby, (iii) deliver to the Administrative 
Agent, all stock certificates, if any, and other instruments added to the Collateral 
thereby free and clear of all Liens other than Liens referred to in paragraph (a) of 
the definition of Permitted Encumbrances, accompanied by undated stock powers 
or other instruments of transfer executed in blank, the Lenders have a first priority 
perfected Liens in such securities, (iv) cause each Person fiiat becomes a wholly-
owned Subsidiary of the Borrower or a Guarantor after the date hereof to become 
a party to the Guarantee pursuant to an assumption agreement in the form 
annexed to the Guarantee or otherwise pursuant to documentation which is in 
form and substance satisfactory to the Lenders, acting reasonably, (v) cause each 
Person that becomes a wholly-owned Subsidiary of the Borrower or a Guarantor 
after the date hereof to execute each other Guarantors' Security Document and 
other documents (including each financing statement) reasonably requested by the 
Required Lenders to be filed, registered or recorded in order to create in favour of 
the Lenders a valid, legal and perfected Liens on the Collateral subject to the 
Security Documents to be so filed, registered or recorded and evidence thereof 
delivered to fiie Lenders, (vi) deliver to the Administrative Agent certified copies 
of the new Subsidiary's constating documents and borrowing by-laws (if any), a 
resolution authorizing the Guarantee and other Security Documents entered into 
by such new Subsidiary, the incumbency of the officers of the Guarantor signing 
such agreements and any other documents or instruments to be provided pursuant 
to the provisions thereof and the provisions of this Agreement and a certificate of 
status, good standing or like certificate with respect to such Guarantor issued by 
appropriate government officials of its jurisdiction of incorporation, and (vii) 
provide the Administrative Agent with such legal opinions with respect to such 
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new Guarantor as it may reasonably require in connection with the matters 
referred to herein. 

Visitation Rights. Each of the Borrower and any Guarantor shall, at the 
Borrower's or Guarantor's, as the case may be, sole cost and expense, permit the 
Administrative Agent and the Servicing Agent and each Lender, at any reasonable 
time or times, within normal business hours, following two Business Days' notice 
to the Borrower and any Guarantor, to visit the properties and offices of and 
examine and make copies of and abstracts from die books and records of the 
Borrower, any Guarantor and their Subsidiaries and to meet with the Borrower's 
and the Guarantor's employees, officers and auditors at the Borrower's or the 
relevant Guarantor's properties and offices, provided that (i) until the occurrence 
of an Event of Default which is continuing, any such visits that are made more 
frequendy than once per fiscal quarter shall be at the Administrative Agent's, the 
Servicing Agent's or relevant Lender's, as the case may be, sole cost and expense, 
and (ii) after the occurrence of an Event of Default which is continuing, the 
Administrative Agent, the Servicing Agent and the Lenders shall be entitled to 
visit the properties and offices of and examine and make copies of and abstracts 
from the books and records of the Borrower, any Guarantor and their Subsidiaries 
and to meet with the Borrower's and the Guarantor's employees, officers and 
auditors at the Borrower's or the relevant Guarantor's properties and offices, 
without prior notice to, and at the sole cost and expense of, the Borrower and any 
Guarantor. 

Compliance with Material Leases, Contracts and Other Agreements. Each of 
the Borrower and any Guarantor shall, and shall cause each of their Subsidiaries 
to, conçly and perform its obligations under all Leases, contracts and other 
agreements to which it is a party or by which it is bound if the non-compliance or 
non-performance of obligations thereunder could reasonably be expected to have 
a Material Adverse Effect. 

Registrations. Each of the Borrower and any Guarantor shall, and shall cause 
each of their Subsidiaries to, maintain all such registrations, filings and recordings 
as are necessary to preserve, protect and perfect the charges and security interest 
created,.or intended to be created, by the Security Documents. 

Budget. The Borrower shall deliver to the Administrative Agent and the 
Servicing Agent as soon as practicable, and in any event not later than 60 days 
after the commencerhent of each fiscal year of Borrower, projected financial 
statements for the following fiscal year, including in each case, projected balance 
sheets, statements of income and retained earnings and statements of cash flow of 
the Borrower, any Guarantor and each of their Subsidiaries, all in reasonable 
detail and in any event to include projected Coital Expenditures. 

Revolving Credit Facility. The Borrower and any Guarantor shall ensure that 
(A) the principal amount of the loan under the Revolving Credit Facility, (B) the 
mark to market value imder any hedge agreements between the Borrower or its 
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Affiliates and the Revolving Lender and its Affiliates, and (C) any payments to 
any Affiliates of the Revolving Lender in respect of cash management services 
provided to the Borrower or its Affiliates that are not being applied on account of 
the loan under the Revolving Credit Agreement, shall not exceed at any time 
$35,000,000. 

Stonehouse Subordinated Note. The Borrower and any Guarantor shall ensure 
that the principal amount of the Stonehouse Subordinated Note shall not at any 
time exceed $12,000,000, as the same may be increased as a result of the 
capitalization of interest in accordance with the Subordination Amendment 
Agreement. 

Change in GAAP. If there is any change during any fiscal year of the Borrower 
(each, a "Modified Financial Reporting Fiscal Year") fiom the accounting 
policies, practices and calculation methods used by the Borrower in preparing its 
audited financial statements (as a result of changes in GAAP) which would 
materially change the results of the calculation of EBITDA, the Consolidated 
Leverage Ratio or Cumulative Free Cash Flow, the Borrower shall provide the 
Lenders with all information that the Administrative Agent or the Servicing Agent 
reasonably requires to ensure that reports on such calculations provided to the 
Lenders after any such change are comparable to previous reports and the parties 
shall negotiate appropriate amendments to Sections 2.8(b) and 6.3 to reflect such 
changes as soon as possible, pending which all such calculations shall continue to 
be made based on the accounting policies, practices and calculation methods that 
were used in preparing the audited financial statements for the Borrower for its 
fiscal year ended January 31, 2007 (or, if applicable, the most recent Modified 
Financial Reporting Fiscal Year for which appropriate amendments were made to 
Sections 2.8(b) and 6.3 to reflect the changed accounting policies, practices and 
calculation methods appHed in such Modified Financial Reporting Fiscal Year) if 
the changed policies, practices and methods would affect the results of those 
calculations. 

Delivery of Documents. The Borrower shall deliver to the Admiiiistrative Agent 
or the Servicing Agent forthwith upon request any such additional evidence, 
documents or undertakings as the Administrative Agent or the Servicing Agent 
may reasonably request in connection with this Agreement or any of the other 
Loan Documents, including such other documents as the Administrative Agent 
may require to give effect to, register and perfect the security interests created by 
the Security Documents in the jurisdiction where such charged assets are located. 

Patriot Act Compliance. The Borrower shall use its good faith and 
commercially reasonable efforts to comply and to cause its Subsidiaries to comply 
with the Patriot Act and all applicable requirements of Governmental Authorities 
having jurisdiction over the Borrower and the Collateral, including those relating 
to money laundering and terrorism. The Administrative Agent, the Servicing 
Agent and each Lender shall have the right to audit the compliance of the 
Borrower and its Subsidiaries with the Patriot Act and all applicable requirements' 
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qf Governmental Authorities having jurisdiction over the Borrower, its 
Subsidiaries and the Collateral, including those relating to money laundering and 
terrorism if it has a reasonable basis for believing that die Borrower or any of its 
Subsidiaries may not be in compliance. In the event that the Borrower or any of 
its Subsidiaries fails to comply with the Patriot Act or any such requirements of 
Governmental Authorities, then the Administrative Agent, the Servicing Agent or 
any Lender may, at its option, cause the Borrower to comply therewith and any 
and all reasonable costs and expenses incurred by the Administrative Agent, the 
Servicing Agent, or such Lender in connection therewith shall be secured by the 
Security and the Loan Documents and shall be immediately due and payable. 

6.2 Negative Covenants 

The Borrower and any Guarantor covenants and agrees with the Administrative 
Agent and the Lenders that, unless the Administrative Agent and the Required Lenders otherwise 
consent in writing, so long as any Obligation hereunder or under any Loan Document remains 
outstanding: 

(a) Restriction on Indebtedness. The Borrower and any Guarantor shall not, and 
shall not permit any of their Subsidiaries to, create, incur, assume or otherwise 
become liable upon or suffer to exist (after knowledge of the existence thereof 
any Indebtedness other than Permitted Indebtedness, provided that, if no Default 
or Event of Default shall have occurred and be continuing at the time or as a 
consequence of the incurrence of such Indebtedness, the Borrower or any 
Guarantor may incur Indebtedness-^ both before and after giving effect to the 
incurrence of such Indebtedness and the receipt and application of proceeds 
thereof, the Borrower's Consolidated Leverage Ratio is less than 3.25 to 1 on a 
pro forma basis. 

(b) Restriction on Issuance of Disqualified Capital Stock. The Borrower and any 
Guarantor shall not create, incur, assume or otherwise become liable upon or 
suffer to exist (after knowledge of the existence thereof any Disqualified Capital 
Stock, provided that, if no Default or Event of Default shall have occurred and be 
continuing at the time or as a consequence, of the issuance of such Disqualified 
Capital Stock, the Borrower or any Guarantor may issue Disqualified Capital 
Stock if both before and after giving effect to such issuance and the receipt and 
application of proceeds thereof the Borrower's Consolidated Leverage Ratio is 
less than 3.25 to 1 on a pro forma basis after giving effect to the issuance of such 
Disqualified Capital Stock. 

(c) No Merger, Amalgamation, etc. The Borrower and any Guarantor shall not, 
directly or indirectly, sell, lease, transfer, assign, convey or otherwise dispose of 
all or a material part of its property and assets (including pursuant to a Sale and 
Lease-Back Transaction), and will not merge or amalgamate or effect any 
reorganization pmsuant to any plan of arrangement pursuant to statutory authority 
or otherwise with any other Person except upon compliance with Article 9. 
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ed) Limitation on Asset Sales. The Borrower and any Guarantor shall not 
consiunmate an Asset Sale unless: 

(i) the Borrower, the Guarantor or such Subsidiary, as the case may be, 
receives consideration at the time of such sale or other disposition at least 
equal to the fair market value of the assets sold or otherwise disposed of; 
and 

(ii) not less than 85% of the consideration received by the Borrower, such 
Guarantor or such Subsidiary, as the case may be, is in the form of cash or 
Cash Equivalents except to the extent such"* Asset Sale constitutes a 
Permitted Asset Sale. 

In the event of the transfer of substantially all of the property and assets of the 
Borrower, a Guarantor or a Subsidiary of the Borrower or a Guarantor as an entirety to a Person 
in a transaction permitted under Section 9.1, the successor Person shall be deemed to have sold 
the properties and assets of the Borrower, such Guarantor or such Subsidiary not so transferred 
for purposes of this Section 6.2(d), and shall comply with the provisions of this Section 6.2(d) 
with respect to such deemed sale as if it were an Asset Sale. 

(e) Limitation on Sale and Lease-Back Transactions. The Borrower and any 
Guarantor shall not, and shall not permit any of their Subsidiaries to, enter into 
any Sale and Lease-Back Transaction; provided that the Borrower, a Guarantor or 
any of their Subsidiaries may enter into a Sale and Lease-Back Transaction if: 

(i) the Borrower, such Guarantor or such Subsidiary, as applicable, could 
have incurred Indebtedness (other than Permitted Indebtedness) in. an 
amoimt equal' to the Attributable Indebtedness relating to such Sale and 
Lease-Back Transaction under Section 6.2(a) and incurred a Lien to secure 
such Indebtedness pursuant to Section 6.2Q; 

(ii) the gross cash proceeds of that Sale and Lease-Back Transaction are at 
least equal to the fair market value of the Property sold; and 

(iii) the transfer of assets in that Sale and Lease-Back Transaction is permitted 
by, and the Borrower, such Guarantor or such Subsidiary, as the case may 

• be, applies the proceeds of such transaction in compliance with Section 
• 6.2(d). 

(Q Limitation on Restrictive Agreements. The Borrower and any Guarantor shall 
not, and shall not permit any their Subsidiaries to, directly or indirectly, create or 
otherwise cause or suffer to exist or become effective any consensual Lien or 
restriction on the ability of the Borrower, any Guarantor or any of their 
Subsidiaries to: (i) pay dividends or make any other distributions to the 
Borrower, a Guarantor or any of their Subsidiaries on its Stock or with respect to 
any other interest or participation in, or measured by, its profits; (ii) repay the 
Advance; (iii) make loans or advances or capital contributions to the Borrower, a 
Guarantor or any of their Subsidiaries; or (iv) transfer any of its Property to the 
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Boirower, a Guarantor or any of their Subsidiaries, except in respect of any of (i) 
through (iv) above for: (A) Liens or restrictions existing on the Closing Date to 
the extent and in the manner such encumbrances and restrictions are in effect on 
the Closing Date; (B) encumbrances or restrictions existing under or by reason of 
this Agreement and the Guarantees; (C) encumbrances or restrictions existing 
under or by reason of Applicable Law; (D) any encumbrance or restriction 
existing under Senior Indebtedness on the Closing Date, as amended on or prior to 
the Effective Date; (E) encumbrances or restrictions existing under or by reason 
of any instrument governing Acquired Indebtedness, which encumbrance or 
restriction is not applicable to any Person, or the Property of any Person, other 
than the Person, or the Property of the Person (including any Subsidiary of the 
Person), so acquired; (F) encumbrances or restrictions existing under or by reason 
of customary non-assignment provisions in leases or other agreements entered 
into in the ordinary course of business; (G) encumbrances or restrictions existing 
under or by reason of Refinancing Indebtedness, provided that such restrictions 
are no more restrictive, taken as a whole, than those contained in the agreements 
governing the Indebtedness being extended, refinanced, renewed, replaced, 
defeased or refimded; (H) customary restrictions in security agreements or 
mortgages securing Indebtedness of the Borrower or a Guarantor or other 
Subsidiary of the Borrower to the extent such restrictions restrict the transfer of 
the property subject to such security agreements and mortgages; (I) in the case of 
clause (J) only, any encumbrance or restriction pursuant to an agreement for 
Permitted Purchase Money Security Interests; or (K) customary restrictions with 
respect to a Guarantor or other Subsidiary of the Borrower pursuant to an 
agreement that has been entered into for the sale or disposition of all or 
substantially all of the Stock or Property of such Guarantor or other Subsidiary of 
the Borrower. 

(g) Limitation on Capital Expenditures. The Borrower shall not make or commit to 
make, or permit any Guarantor or any Subsidiary of the Borrower or a Guarantor 
to make or commit to make, in any fiscal year (or part thereof) of the Borrower, 
any Capital Expenditure in excess of: 

(i) for the year ended January 30, 2010, $2.25 million; 

(11) for the year ended January 29, 2011, $2.50 million; and 

(iii) for .each of the years ended January 28, 2012 and January 26, 2013, $3.50 
milUon; 

provided that, notwithstanding the maximum amotmts set forth above, the 
Borrower and any Guarantor shall be permitted to make or commit to make up to a maYinuim 
aggregate amount of $6,000,000 of Capital Expenditures per fiscal year firom and after the first 
fiscal quarter following the Effective Date in which the ratio of Senior Indebtedness to LTM 
EBITDA is equal to or less than 3.5:1 on an actual and pro forma basis, giving effect to any 
proposed Capital Expenditure to be made during such quarter as if it had occurred on the last day 
of such fiscal quarter, and provided further that the Borrower and any Guarantors are otherwise 
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in compliance with this Agreement and the other Loan Documents and will continue to be in 
compliance with this Agreement and the other Loan Documents after making any proposed 
Capital Expenditure. 

(h) Limitations on Restricted Payments. The Borrower and any Guarantor shall 
not, and shall not permit any of their Subsidiaries to, directly or indirectly, make 
any Restricted Payment; provided that the provisions of this Section 6.2(h) shall 
not prohibit: 

(i) the repurchase, redemption or other acquisition or retirement of any shares 
of Stock of the Borrower or Indebtedness subordinated to the Facility by 
conversion into, or by or in exchange for, shares of Stock of the Borrower 
(other than Disqualified Capital Stock) or out of the Net Proceeds of the 
substantially concurrent sale (other than to a Subsidiary of the Borrower) 
of other shares of Capital Stock of the Borrower (other than Disqualified 
Capital Stock); 

(ii) the repurchase, redemption, repayment, retirement, defeasance or other 
acquisition for value of Indebtedness of the Borrower subordinated to the 
Facility in exchange for, by conversion into, or out of the Net Proceeds of 
a substantially concurrent sale or incurrence of, Indebtedness of the 
Borrower (other than any Indebtedness owned to a Subsidiary of the 
Borrower) that is Refinancing Indebtedness; 

(iii) the retirement of any shares of Disqualified Capital Stock of the Borrower 
by conversion into, or by exchange for, shares of Disqualified Capital 
Stock of the Borrower, or out of the Net Proceeds of the substantially 
concurrent sale (other than to a Subsidiary of the Borrower) of other 
shares of Disqualified Capital Stock of the Borrower; 

(iv) provided that (i) with respect to the payment of Management Fees, there is 
no Default that is continuing, (ii) with respect to the payment of interest 
under the Stonehouse Subordinated Note, there is no Event of Default that 
is continuing, and (iii) in each case, the ratio of Senior Indebtedness to 
LTM EBITDA, measured as of the last day of the immediately preceding 
fiscal quarter of the Borrower, is equal to or less than 3.5:1 on an actual 
and pro forma basis, giving effect to the proposed payment as if it had 
been made on the last day of such fiscal quarter, the payment of 
Management Fees to GB Merchant Partners LLC up to a maximum of 
$150,000 per fiscal quarter or the payment of interest under the 
Stonehouse Subordinated Note. If the payment of any Management Fees 
is prohibited pursuant to this Section 6.2, such fees shall, notwithstanding 
that they may continue to accrue, not be paid until such time-as this 
Agreement ceases to be in effect and all of the Obligations have been 
indefeasibly paid and satisfied in full by the Borrower. If the payment of 
any interest on the Stonehouse Subordinated Note is prohibited pursuant to 
this Section 6.2, such interest shall, in lieu .of being paid in cash, be 



capitalized and added to the principal amount of the Stonehouse 
Subordinated Note; or 

(v) the purchase for cancellation or redemption by the Borrower and any 
Guarantor of any Stock in the capital of die Borrower or the Guarantor, as 
the case may be, from its respective employees up to a maximum 
aggregate amount of $375,000 or the purchase for cancellation or 
redemption by the Borrower of any Stock in the capital of the Borrower 
from the estate of a senior executive of the Borrower up to a maximum 
aggregate amount of $2,500,000, provided that any such purchase of stock 
from the estate of a senior executive shall be made only using proceeds of 
life insurance policies that the Borrower has obtained with respect to such 
senior executive.-

Limitation on Transactions with Affiliates. The Borrower and any Guarantor 
shall not, and shall not permit any of their Subsidiaries to, directly or indirectly, 
(i) enter into, amend or suffer to exist any transaction or series of related 
transactions (including, without limitation, the sale, purchase, exchange or lease 
of assets, property or services) with any Affiliate (each, an "Affiliate 
Transaction") or (ii) extend, renew, waive or otherwise modify in any material 
respect the terms of any Affiliate Transaction entered into prior to or on the 
Closing Date unless: (a) such Affiliate Transaction is between or among the 
Boixower and one or more of its wholly-owned Subsidiaries that are also 
Guarantors; or (b) the terms of such Affiliate Transaction are at fair market value 
and on terms that could reasonably be expected to be obtained by the Borrower or 
such Guarantor, as the case may be, in a comparable transaction made on an 
Arm's Length basis between unaffiliated parties and such transaction otherwise 
complies with the terms of this Agreement and the other Loan Documents. The 
foregoing restrictions on Affiliate Transactions shall not apply to: 

(i) any Restricted Payment that is not prohibited by the provisions described 
in Section 6.2(h); 

(ii) any transaction pursuant to an agreement, arrangement or understanding 
existing on the Closing Date and described in Schedule 5.1(z); 

(iii) reasonable fees and compensation paid to, and any indemnity provided to 
or on behalf of, any officers, directors or employees of the Borrower, the 
Guarantor or any Affiliate of the Borrower or of such officers, directors or 
employees as determined in good faith by the Borrower's or the 
Guarantor's board of directors or senior management thereof; 

(iv) any transaction between the Borrower or any Guarantor and their' 
Affiliates involving ordinary comse investment banking, commercial 
banking or related activities; 
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(v) any transaction with any Affiliate solely in its capacity as a holder of 
Indebtedness or Stock of the Borrower or any of its Subsidiaries where the 
Affiliate is treated no more favourably than holders of Indebtedness or 
such Stock generally; and 

(vi) any transaction permitted by the provisions described in Section 9.1. 

No Liens. The Borrower and any Guarantor shall not, and shall not permit any of 
their Subsidiaries to, create, incur, assume or permit to exist any Lien, other than 
Permitted Encumbrances, on any of its Property, undertaking or assets now 
owned or hereafter acquired. 

Negative Pledge. The Borrow and any Guarantor shall not enter into any 
agreement prohibiting the creation or assumption of any Lien upon its Property or 
other assets, whether now owned or hereafter acquired, except pursuant to: 

(i) this Agreement or any other Loan Document; 

(ii) the Revolving Credit Facility; and 

(iii) Leases of Real Property entered into by the Borrower or any Guarantor in 
the ordinary course of business, provided such Leases do not limit the 
Liens in favour of die Lenders created under any Loan Document. 

Fundamental Changes. Neither the Borrower nor any Guarantor will engage in 
any business which is material when considered against the consolidated business 
of the Borrower, other than Business. 

Fiscal Year. Neither the Borrower nor any Guarantor will change its fiscal year 
end or fiscal quarter ends. 

Restriction on Subsidiaries. The Borrower and any Guarantor shall not permit 
any of its Subsidiaries (other than 644562 Ontario Limited, the assets of which are 
comprised solely of 100% of the issued and outstanding shares in. the capital of 
720064 Ontario Limited) to own, lease, license or otherwise hold any Property 
(including, for greater certainty, any Intellectual Property), to engage in any 
business whatsoever, • including entering into any Agreements or other 
arrangements with third parties or Affiliates and incurring any Indebtedness, 
unless the Borrower or the Guarantor (i) delivers not less than 30 days' written 
notice of its intention to cause such Subsidiary to own, lease, license or otherwise 
hold Property or to engage in such business; and (ii) such Subsidiary enters into 
the Guarantors' Security Documents prior the time when it commences owning, 
leasing, licensing or otherwise holding Property or engaging in such business, as 
the case may be. 

•No Pension Plans. The Borrower and any Guarantor shall not, and shall not 
permit any of their Subsidiaries to, become or agree to become a party to any 
Pension Plan or incur any Indebtedness, liabilities, obligations under, arising 
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from, relating to or in connection with any Pension Plan without the prior written 
consent of the Administrative Agent, acting reasonably. 

6.3 Financial Covenants 

The Borrower covenants and agrees with the Administrative Agent and the 
Lenders that, unless the Administrative Agent and the Required .Lenders otherwise consent in 
writing, so long as any Obligation hereunder or under the other Loan Documents remains 
outstanding, the Borrower and any Guarantor: 

(a) shall not, as of each fiscal quarter end of the Borrower set forth below, permit the 
LTM EBITDA to be less than the amount set forth below: 

For the Fiscal Quarter Ended: Minimum LTM EBITDA: 

January 30, 2010 $9.75 million 

May 1,2010 $10.1 million 

July 31,2010 $10.5 million 

October 30, 2010 $10.5 million 

January 29,2011 $11.0 million 

All fiscal quarters ending from and 
including April 30, 2011 to the 
Maturity Date 

$11.5 million 

shall not, as of each fiscal quarter end set forth below, permit the Consolidated 
Leverage Ratio to exceed the ratio set forth below: 

For the Fiscal Quarter Ended: Ratio: 

January 30, 2010 5.85:1 

May 1,2010 5.85:1 

July 31,2010 5.50:1 

October 30,2010 5.50:1 

January 29, 2011 5.00:1 

April 30, 2011 5.10:1 
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July 30,2011 4.80:1 

October 29,2011 4.80:1 

All fiscal quarters ending fi'om and 
including January 28, 2012 to the 
Maturity Date 

4.60:1 

(c) For the purposes of the calculation of Senior Indebtedness and Consolidated 
Leverage Ratio under this Section 6.3, Indebtedness under the Revolving Credit 
Facility shall be the average daily revolver balance for the- 90 day period 
immediately prior to the date of determination of the financial covenants. 

ARTICLE 7 
SECURITY 

7.1 Borrower's Security Documents 

As security for the Advance made to it and as security for all its Obligations and 
other liability or indebtedness, both present and future, hereunder, the Borrower has granted (the 
"Borrower's Security") in favour of the Administrative Agent as agent for itself and each Lender, 
(i) a first priority perfected security interest mortgage and charge in all of its present and after-
acquired personal property, other fiian its accounts receivable and inventory; (ii) a second 
priority perfected security interest in its accounts receivable and inventory; and (iii) a security 
interest over its leasehold interests in the Headquarters and Warehouse, and shall deliver, or 
cause to be delivered to the Administrative Agent, any of the following documents (collectively 
called the "Boirower's Security Documents") not previously delivered to the Administrative 
Agent, all in form and substance satisfactory to the each Lender, duly executed by the Borrower: 

(i) a general security agreement of the Borrower; 

(ii) a collateral assignment of rights with respect to the Borrower's rights 
under the Stock Purchase Agreement, in form and substance satisfactory 
to the Administrative Agent; 

(iii) the Intercreditor Agreement; 

(iv) specific assignment agreements in registrable form with respect to any 
patents, trademarks, and copyrights owned or licensed by the Borrower; 
and 

(v) such other documents as the Administrative Agent and each Lender may 
now or hereafter require to give effect to, register and perfect the security 
interests created by the Borrower's Security Documents in the jurisdiction 
where such charged assets are located. 
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7.2 Guarantors' Security Documents 

Forthwith after such time as the Boirower delivers notice under Section 6.2(n) of 
its intention to have any Subsidiary commence owning, leasing, licensing or otherwise holding 
Property or engage in any business whatsoever as described in Section 6.2(n), as security for the 
Advance made to the Borrower and as security for all of the other liability or indebtedness of the 
Borrower hereunder, any such Subsidiary (each such Subsidiary, a "Guarantor") shall assign, by 
way of security (the "Guarantors* Security") in favour of the Administrative Agent as agent for 
itself and each Lender, (i) a first priority perfected security interest mortgage and charge in all of 
its present and after-acquired Real Property and personal property, other than its accounts 
receivable and inventory; (ii) a second priority perfected security interest in its accounts 
receivable and inventory, and shall deliver, or cause to be delivered, the following documents 
(collectively called the "Guarantors' Security Documents") all in foim and substance satisfactory 
to the Administrative Agent and each Lender, duly executed by the Guarantor: 

(a) the Guarantee; 

(b) the Intercreditor Agreement; 

(c) a general security agreement of the Guarantor; 

(d) specific assignment agreements in registrable form with respect to any patents, 
trademarks, and copyrights owned or licensed by the Guarantor; 

(e) a general assignment of leases with respect to any Real Property owned by the 
Guarantor; 

(f) deeds of trust and mortgage of the Guarantor creating a fixed specific mortgage 
lien in favour of Administrative Agent over its interest in any Real Property 
owned by the Guarantor; 

(g) the share certificates representing all of the outstanding shares of the Guarantor 
held by the Borrower and its Subsidiaries, together with signed and undated stock 
transfer powers in respect thereof and resolutions of the directors or shareholders 
of such Guarantor authorizing the transfer of such shares to the Administrative 
Agent or to any Person that the Administrative Agent may direct upon the pledge 
of such Shares; and 

(h) such other documents as the Administrative Agent and each Lender may now or 
hereafter require to give effect to, register and perfect the security interests 
created by the Guarantors' Security Documents in the jurisdiction where such 
charged assets are located. 
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ARTICLE 8 
DEFAULT AND ACCELERATION 

8.1 Events of Default 

The occurrence of any one or more of the following events (each such event and 
the expiry o f the cure period, if any, provided in connection therewith, being herein referred to as 
an "Event of Default") shall constitute an event of default tmder this Agreement: 

(a) if the Borrower shall fail to pay the principal of any Advance as and when the 
same becomes due and payable; 

(b) if the Borrower shall fail to pay interest on any Advance or to pay any fee, 
premium or other amount due hereunder within three Banking Days following the 
due date therefor; 

(c) if the Borrower shall, or shall permit any Guarantor or any other Subsidiary of the 
Borrower to, default applicable to it in the observance or perfonnance of any 
agreement, covenant or condition contained in Section 6.1(i), 6.2 or 6.3; 

(d) if the Borrower, any Guarantor or any other Subsidiary of the Borrower shall 
default in the observance or performance of any agreement, covenant or condition 
contained in this Agreement or any other Loan Document (other than a covenant 
or condition whose breach or default in performance is elsewhere in this 
Sections.! specifically dealt with) and such default shall not be remedied, if 
capable of remedy, within a period of 30 days after such Default shall occur; 

(e) if the Borrower, any Guarantor or any other Subsidiary of the Borrower shall 
default in the observance or perfonnance of its covenants imder the Revolving 
Credit Facility and there shall occur any event of default (however described or 
designated) thereunder, whether or not waived; 

(Q if any one or more of the Borrower, any Guarantor or any other Subsidiary of the 
Borrower shall fail to pay the principal o^ or premium or interest or other 
amounts on, any Indebtedness outstanding in a principal or notional amount 
which, when aggregated with the principal or notional amount of all other 
Indebtedness in respect of which any of them has failed to pay the principal of, or 
premium or interest or other amounts on, exceeds $1,000,000 (excluding 
Indebtedness due to die Lenders hereunder when the same becomes due and 
payable (whether by scheduled maturity, required prepayment, acceleration, 
demand or otherwise) and such failure shall continue after the applicable grace 
period, if any, specified in the agreement or instrument relating to such 
Indebtedness, whether or not such default has been waived by the applicable 
creditor, or any other event of default or early termination event (howsoever 
described or designated) shall occur or condition shall exist, and shall continue 
after the applicable grace period, if any, specified in any agreement or instrument 
relating to any such Indebtedness, whether or not such default has been waived by 
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the other party to such agreement or instrument, and the effect of such event is to 
accelerate, or permit the acceleration of, Indebtedness of either of them; 

the Borrower or any Guarantor, or any of their Subsidiaries: 

(i) becomes insolvent, or generally does not or becomes unable to pay its 
debts or meet its liabilities as the same become due, or admits in writing 
its inability to pay its debts generally, or declares any general moratorium 
on its indebtedness, or proposes a compromise or arrangement between it 
or any class of its creditors; 

(ii) commits an act of bankruptcy under the Bankruptcy and Insolvency Act 
(Canada) or under analogous foreign law, or makes an assignment of its 
property for the general benefit of its creditors under such Act or under 
analogous foreign law, or makes a proposal (or files a notice of its 
intention to do so) under such Act or under analogous foreign law; 

(iii) institutes any proceeding seeking to adjudicate' it an insolvent, or seeking 
liquidation, dissolution, winding-up, reorganization, compromise, 
arrangement, adjustment, protection, moratorium, relief, stay of 
proceedings of creditors generally (or any class of creditors), or 
composition of its or its debts or any other relief, under any federal, 
provincial or foreign law now or hereafter in effect relating to bankruptcy, 
winding-up, insolvency, reorganization, receivership, plans of 
arrangement or relief or protection of debtors (including the Bankruptcy 
and Insolvency Act (Canada), the Companies' Creditors Arrangement Act 
(Canada) and any applicable corporations legislation) or at common law or 
in equity, or files an answer admitting the material allegations of a petition 
filed against it in any such proceeding; 

(iv) applies for the appointment o^ or the taking of possession by, a receiver, 
interim receiver, receiver/manager, sequestrator, conservator, custodian, 
administrator, trustee, liquidator or other similar official for it or any 
substantial part of its property; or 

(v) threatens to do any of the foregoing, or takes any action, corporate or 
otherwise, to approve, effect, consent to or authorize any of the actions 
described in this Section 8.1(g) or otherwise acts in furtherance thereof or 
fails to act in a timely and appropriate manners in defence thereof; 

any petition is filed, application made or other proceeding instituted against or in 
respect of the Borrower or any Guarantor or any of their Subsidiaries: 

(i) seeking to adjudicate it an insolvent; 

(ii) seeking a receiving order against it imder the Bankruptcy and Insolvency 
Act (Canada) or under analogous foreign law; 
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(iii) seeking liquidation, dissolution, winding-up, reorganization, compromise, 
arrangement, adjustment, protection, moratorium, relief, stay of 
proceedings of • creditors generally (or any class of creditors),. or 
composition of it or its debts or any other relief under any federal, 
provincial or foreign law now or hereafter in effect relating to bankruptcy, 
winding-up, insolvency, reorganization, receivership, plans of 
arrangement or relief or protection of debtors (including the Bankruptcy 
and Insolvency Act (Canada), the Companies' Creditors Arrangement Act 
(Canada) and any applicable corporations legislation or at common law or 
in equity; or 

(iv) seeking the entry of an order for relief or the appointment of, or the taking 
of possession by, a receiver, interim receiver, receiver/manager, 
sequestrator, conservator, custodian, administrator, trustee, liquidator or 
other similar official for it or any substantial part of its property; 

and such petition, application or proceeding continues undismissed, or unstayed 
and in effect, for a period of 30 days after the institution thereof, provided that if 
an order, decree or judgment is granted or entered (whether or not entered or 
subject to appeal) against such Person thereunder in the iuterim, such grace period 
will cease to apply, and provided further that if such Person files an answer 
admitting the material allegations of a petition filed against it in any such 
proceeding, such grace period will cease to apply; 

any other event occurs which, under the laws of any applicable jurisdiction, has 
an effect equivalent to any of the events referred to in either Sections 8.1(g) or 
8.1(h) and if the event is equivalent to the event referred to in (h) the 30 day grace 
period will apply as set out in (h); 

if any judgment or order or series of judgments or orders (whether or not related) 
for the payment of money in an aggregate amoimt in excess of $1,000,000 (or the 
Equivalent Amount in any other currency), shall be rendered against any one or 
more of the Borrower, any Guarantor and their Subsidiaries and (i) such judgment 
or order or series of judgments and/or orders are final with no further right of 
appeal and the Borrower has not satisfied the Required Lenders, acting 
reasonably, that the Borrower or the relevant Guarantor or Subsidiary of the 
Borrower is able to satisfy such judgment or order or series of judgments and/or 
orders; or (ii) enforcement proceedings shall have been commenced by any 
creditor upon such judgment or order or series of judgments and/or orders, as the 
case may be; or (iii) there shall be any period of 20 consecutive days during 
which a stay of enforcement of such judgment or order or series of judgments 
and/or orders, as the case may be, by reason of a pending appeal or otherwise, 
shall not be in effect; 

if any representation or warranty made or deemed to be made by the Borrower or 
any Guarantor in any of the Loan Documents shall prove to have been incorrect or 
misleading when made or deemed to be made; 
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(1) if the Borrower, any Guarantor or any other Subsidiary of the Borrower shall be 
the subject of any proceeding or investigation pertaining to the discovery of any 
Hazardous Material on any property or the Release by such entity of any 
Hazardous Material or any violation of any Environmental Law shall occur 
which, in each case, could reasonably be expected to have a Material Adverse 
Effect; 

(m) if the obligations of the Borrower or any Guarantor or StonehouseCo hereunder or 
under any other Loan Document shall cease to constitute the legal, valid and 
binding obligations of the Borrower or any Guarantor or StonehouseCo or shall 
cease to be in full force and effect or the Borrower or any Guarantor shall have 
contested the validity of any of the Loan Documents or denied that it had any 
liability under any of the Loan Documents; or 

(n) if any of the Security shall cease to be a valid and perfected first priority security 
interest (or, with respect to accounts receivable and inventory, a valid and 
perfected second priority security interest) relative to third parties (subject to 
Permitted Encumbrances) except as a direct result of any acts or omissions of the 
Lenders. 

8.2 Acceleration 

(a) Upon the occurrence of an Event of Default and at any time thereafter while an 
Event of Default is continuing, the Administrative Agent may, or if so directed by the Required 
Lenders shall, by written notice to the Borrower declare the Advance made to the Borrower to be 
immediately due and payable (whereupon the same shall become so payable together with 
accrued interest thereon and any other sums then owed by the Borrower hereunder) or declare 
the Advance to be due and payable on demand of the Required Lenders. If, pursuant to this 
Section 8.2, the Administrative Agent declares the Advance made to the Borrower to be due and 
payable on demand, then, and at any time thereafter; the Administrative Agent may by written 
notice to the Borrower call for repayment of Advance on such date or dates as it may specify in 
such notice (whereupon the same shall become due and payable on such date together with 
accrued interest thereon and any other sums then owed by the Borrower hereunder and the 
provisions of Section 8.4 shall apply) or withdraw its declaration with effect firom such date as it 
may specify in such notice. 

(b) Upon the occurrence or existence of any Event of Default referred to at 
Section 8.1(g), (h) or (i) immediately and without notice, all outstanding Obligations payable by 
Borrower hereunder shall automatically become immediately due and payable, without 
presentment, demand, protest or any other notice of any kind, all of which are hereby expressly 
waived, anything contained herein or in the other Loan Documents to the contrary 
notwithstanding. In addition to the foregoing remedies, upon the occurrence or existence of any 
Event of Default, Administrative Agent may exercise any other right, power or remedy available 
to it under any of the Loan Documents or otherwise by law, either by suit in equity or by action 
at law, or both. 
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8.3 Remedies Cumulative and Waivers 

It is expressly understood and agreed that the rights and remedies of the 
Administrative Agent, the Servicing Agent and the Lenders hereunder or under any other 
instrument executed pursuant to this Agreement are cumulative and are in addition to and not in 
substitution for any rights or remedies provided by law or by equity; and any single or partial 
exercise by the Administrative Agent, the Servicing Agent or any Lender of any right or remedy 
for a default or breach of any term, covenant, condition or agreement contained in this 
Agreement shall not be deemed to be a waiver of or to alter, affect or prejudice any other right or 
remedy or other rights or remedies to which the Administrative Agent, the Servicing Agent or 
any Lender may be lawfully entitled for such default or breach. Any waiver by the 
Administrative Agent, the Servicing Agent and the Lenders of the strict observance, performance 
or compliance with any term, covenant, condition or other matter contained herein and any 
indulgence granted, either expressly or by course of conduct, by the Administrative Agent, the 
Servicing Agent and the Lenders shall be effective only in the specific instance and for the 
purpose for which it was given and shall be deemed not to be a waiver of any rights and 
remedies of the Administrative Agent, the Servicing Agent or any Lender under this Agreement 
as a result of any other default or breach hereunder or thereunder. 

8.4 Suspension of Lenders' Obligations 

Without prejudice to the rights which arise out of this Agreement or by law, the 
occurrence of a Default or Event of Default shall, while such Default or Event of Default shall be 
continuing, relieve the Lenders and the Servicing Agent of all obligations to accept or comply 
with any Interest Determination Notice and all Interest Periods expiring during such period shall 
be deemed to be reset at one month. 

8.5 Application of Payments After an Event of Default 

If any Event of Default shall occur and be continuing, all payments made by the 
Borrower hereimder shall be applied in the following order: 

(a) to amoimts due hereunder as costs and expenses of the Lenders and the Agents; 

(b) to amounts due hereunder as fees to the Agents or the Lenders; 

(c) to any premium and other amounts (other than amounts in respect of interest or 
principal) due hereunder; 

(d) to amounts due hereunder as interest; 

(e) rateably to amounts due hereunder as principal; and 

(f) any balance to the Borrower or as a court of competent jurisdiction shall 
determine. 
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ARTICLE 9 
SUCCESSOR COMPANIES 

9.1 Certain Requirements in Respect of Merger. Etc. 

The Borrower and any Guarantor shall not, and shall not permit any of their 
Subsidiaries to, enter into any transaction (whether by way of reconstruction, reorganization, 
consolidation, amalgamation, merger, plan of arrangement, transfer, sale or otherwise), whereby 
all or substantially all of its imdertaking, property and assets would become the property of any 
other Person or, in the case of any such amalgamation, of the continuing company (collectively, 
a "Reorganization") resulting therefrom, or whereby the obligation of the Borrower or a 
Guarantor to pay amounts under this Agreement would become subject to novation or assumed 
or undertaken by any other such Person or continuing company, provided that (i) friis Section 9.1 
is not applicable to a Reorganization involving the Borrower or a Guarantor and one or more 
wholly-owned Subsidiaries of the Borrower; provided, however, in the event of such a 
Reorganization of the Borrower or a Guarantor and one or more wholly-owned Subsidiaries of 
the Borrower, the Successor Corporation shall be required to execute and deliver the 
supplemental agreement and opinion referred to in Section 9.1(a) and take such other actions and 
deliver such other documents and agreements as may be reasonably necessary to ensure that the 
perfection and priority of the Security is not impaired; and (11) it may do so and such Person or 
continuing company (the "Successor Corporation") shall become a parfy to this Agreement if 

(a) the Successor Corporation shall execute and/or deliver to the Administrative 
Agent and the Servicing Agent an agreement supplemental hereto in form 
reasonably satisfactory to the Administrative Agent and the Servicing Agent and 
the Lenders and execute and/or deliver such other instruments, if any, which to 
the reasonable satisfaction of the Lenders and in the opinion of Counsel to the 
Borrower addressed to the Agents and the Lenders, are necessary to evidence the 
agreement of the Successor Corporation to observe and perform all the covenants 
and obligations of the Borrower under this Agreement and any other Loan 
Document and to be bound by all the terms of this Agreement and any other Loan 
Document so far as they relate to the Borrower, which instruments, if any, shall 
be in form reasonably satisfactory to the Agents and the Lenders; 

(b) such transaction shall, to the reasonable satisfaction of the Administrative Agent, 
the Servicing Agent and the Lenders, be upon such tenns as to preserve and not to 
impair any of the rights and powers of the Administrative Agent, the Servicing 
Agent and the Lenders and will not result in a Material Adverse Effect; 

(c) the perfection and priority of the Security shall not be impaired; 

(d) all Other Taxes payable as a result of such transaction have been paid by such 
Successor Corporation; 

(e) such transaction will not result in. any Tax being levied on or payable by die 
Administrative Agent, the Servicing Agent or any Lender (except for Taxes on 
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the overall net income of the Administrative Agent or any Lender provided there 
is no increase in such Taxes as a result of such transaction); 

(f) such transaction will not cause, or have the result of the Administrative Agent, the 
Servicing Agent or any Lender being in default under, non-coihpliance with, or 
violation of, any Applicable Law; 

(g) an opinion of counsel to the Successor Corporation substantially in the form and 
as to matters addressed in the opinion of Counsel to the Borrower delivered 
pursuant to Section 4.1 shall have been delivered to the Administrative Agent and 
the Lenders; 

(h) the creditworthiness of the Successor Corporation (as determined by the 
Administrative Agent, the Servicing Agent and each Lender in its sole discretion) 
shall not be less than the creditworthiness of the Borrower or the relevant 
Guarantor immediately prior to giving effect to such transaction; and 

(i) no Default or Event of Default shall have occurred and be continuing or will 
occur as a result of such transaction. 

9.2 Vesting of Powers in Successor 

Except in the case of an amalgamation or other transaction pursuant to which the 
Successor Corporation is liable for all of the obligations of the Borrower by operation of law, 
whenever the conditions of Section 9.1 above have been duly observed and performed, the 
Administrative Agent and the Servicing Agent and each Lender shall execute and deliver the 
supplemental agreement provided for in Section 9.1(a) and thereupon: 

(a) the Successor Corporation shall possess and from time to time may exercise each 
and every right and power of the Borrower imder this Agreement in its own name 
or in the name of the Borrower or otherwise and any act or proceeding by any 
provision of this Agreement or die Security Documents required to be done and 
performed with like force and effect by the like directors or officers of the 
Successor Corporation; and 

(b) at the request of the Borrower, the Borrower shall be released from its liability 
and obligations under this Agreement and the Lenders, at the request and at the 
expense of the Borrower, shall execute and deliver to - the Borrower such 
instruments as shall reasonably be requisite to evidence such release. 

ARTICLE 10 
COSTS. EXPENSES AND INDEMNIFICATION 

10.1 Costs and Expenses 

The Borrower shall pay promptly, upon request by the Administrative Agent, the 
Servicing Agent or a Lender, all reasonable costs and expenses in connection with its due 
diligence relating to the Facility and the Collateral, including, without limitation, the reasonable 
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fees and out-of-pocket expenses of the counsel to the Administrative Agent, the Servicing Agent 
or a Lender and the reasonable fees and out-of-pocket expenses of each Agent with respect 
thereto. The Borrower further agrees to pay all reasonable costs and expenses (including 
reasonable fees and expenses of counsel, accountants and other, experts) in connection with the 
preparation, negotiation, interpretation, administration, preservation or enforcement of rights of 
the Administrative Agent, the Servicing Agent and each Lender under this Agreement and the 
other Loan Documents and all amendments, modifications, waivers of, or consents with respect 
to, any of the Loan Documents, including, without limitation, all costs and expenses sustained by 
them as a result of any feilure by the Borrower or any Guarantor to perfortn or observe their 
obligations contained in this Agreement and all costs incurred in connection with obtaining any 
required consents, approvals or authorizations required in connection herewith and otherwise in 
enforcing and realizing upon the Security. 

10.2 Indemnification by the Borrower 

In addition to any liability of the Borrower to the Administrative Agent, the 
Servicing Agent and each Lender under any other provision hereof, the Borrower shall 
indemnify the Administrative Agent, the Servicing Agent and each Lender and hold the 
Administrative Agent, the Servicing Agent and each Lender harmless against any reasonable 
costs or expenses incurred by the Administrative Agent, the Servicing Agent or any Lender as a 
result (i) of any failure by the Borrower or any Guarantor to fulfil any of its obligations 
hereunder in the manner provided herein including, without limitation, any cost or expense 
incurred by reason of the liquidation or re-employment in whole or in part of deposits or other 
funds required by the Administrative Agent, the Servicing Agent or any Lender to fund or 
maintain the Advance as a result of the failure of the Borrower to complete the Drawdown or to 
make any repayment or other payment on the date required hereunder or specified by it in any 
notice given hereunder (but excluding costs arising solely out of loss of anticipated profits); or 
(ii) of the failure of the Borrower to pay any other amount including, without limitation, any 
interest or fee due hereimder on its due date; or (iii) of the prepayment or repayment by the 
Borrower of any Advance prior to its date of maturity or the last day of the then current Interest 
Period for such Advance, including, without limiting the generality of the foregoing, any 
repayment or prepayment resulting from the circumstances referred to in Section 2.10(e). 

10.3 Funds 

Each amount advanced, made available, disbursed or paid hereunder shall be 
advanced, made available, disbursed or paid, as the case may be, in immediately available funds 
or, after notice from the Administrative Agent or the Servicing Agent, in such other form of 
funds as may from time to time be customarily used in Toronto, Ontario in the settlement of 
banking transactions similar to the banking transactions required to give effect to the provisions 
of this Agreement on the day such advance, disbursement or payment is to be made. 

10.4 General Indemnity 

(a) Indemnity. Subject to paragraph (b) below, the Borrower and each of any 
Guarantor jointly and severally agree to indemnify and save harmless the Administrative Agent 
and the Servicing Agent and each Lender and each of their respective officers, directors, 
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employees, agents, advisors, representatives and affiliates (collectively, the "Indemnitees" and 
individually, an "Indemnitee") firom and against any and all liabilities, costs, claims, damages, 
penalties, losses and expenses (including reasonable legal fees and disbursements of coimsel) 
(collectively, the "Losses") as a result of any claims, actions or proceedings ("Claims") asserted 
against an Indemnitee in connection with the agreement of the Administrative Agent, the 
Servicing Agent and each Lender to provide the Facility, the commitment of the Lenders to 
establish the Facility and the Advances made by the Lenders including, without limitation: (i) the 
costs of defending and/or counterclairaing or claiming over against any Person in respect of any 
Claim; and (ii) any Losses arising out of a settlement of any Claim made by the Indemnitees. 

(b) Limitations to Indemnity- The foregoing obligations of indemnification shall 
not apply to any Losses suffered by an Indemnitee or to any Claim asserted against an 
Indemnitee or any of them to the extent such Loss or Claim is determined by a court of 
competent jurisdiction by final and non-appealable judgment to have resulted from the gross 
negligence or wilful misconduct of such Indemnitee. 

(c) The obligations of the Borrower and any Guarantors under this Section 10.4 shall 
survive the repayment of all outstanding Advances hereunder and the termination of the Facility. 

10.5 Environmental Claims 

(a) Indemnity. Subject to paragraph (b) below, the Borrower and any Guarantor 
jointly and severally agrees to indemnify and save harmless each of the Indemnitees from and 
against any and all Losses as a result of any Claims asserted against an Indemnitee with respect 
to any presence or the Release of any Hazardous Material on, into, onto, under or from any 
property which at any time was owned, leased, used, occupied, operated or imder the control of 
any of the Borrower, any Guarantor or any of the Subsidiaries of any of the foregoing or which 
arises out of or in coimection with any action of, or failure to act by, the Borrower, a Guarantor 
or any other Subsidiary of the Borrower or any predecessor or successor thereof in contravention 
of any Environmental Laws including, without limitation: (i) the costs of defending and/or 
counterclaiming or claiming over against third parties in respect of any Claim; and (ii) any 
Losses arising out of a settlement of any Claim made by the Indemnitees. 

(b) Limitations to Indemnity. The foregoing obligations of indemnification shall 
not apply to any Losses suffered by an Indemnitee or to any Claim asserted against an 
Indemnitee or any of them to the extent such Loss or Claim is determined by a court of 
competent jurisdiction by final and non-appealable judgment to have resulted from the gross 
negligence or wilful misconduct of such Indemnitee. 

(c) The obligations of the Borrower and any Guarantors under this Section 10.5 shall 
survive the repayment of all outstanding Advances hereunder and the termination of the Facility. 
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ARTICLE 11 
THE AGENTS 

11.1 The Agents 

(a) The Administrative Agent. Each Lender hereby irrevocably appoints the 
Administrative Agent to act as its Administrative Agent in connection with this Agreement, the 
Loan Documents, and any matter contemplated hereunder, and authorizes irrevocably the 
Administrative Agent to exercise such rights, powers and discretions as are delegated to the 
Administrative Agent pursuant to this Agreement, the Loan Documents, and any matter 
contemplated thereunder, together with all such rights, powers and discretions as are incidental 
hereto or thereto. The Borrower may in all respects assume that the Administrative Agent has 
obtained all necessary authorities from the Lenders and is acting in full conformity with this 
Article 11 at all times. The Administrative Agent shall have only those duties and 
responsibilities which are expressly specified in this Agreement, and it may perform such duties 
by or through its agents or employees. This Agreement shall not place the Administrative Agent 
under any fiduciary duties in respect of any Lender, Borrower, Guarantor, the Servicing Agent or 
any other Person. 

(b) The Servicing Agent. Each Lender and the Administrative Agent hereby 
irrevocably appoints the Servicing Agent to act as its Servicing Agent in connection with this 
Agreement, the Loan Dociunents, and any matter contemplated hereunder, and authorizes 
irrevocably the Servicing Agent to exercise such rights, powers and discretions as are delegated 
to the Servicing Agent pursuant to this Agreement, the Loan Documents, and any matter 
contemplated thereunder, together with all such rights, powers and discretions as are incidental 
hereto or thereto. The Borrower may in all respects assume that the Servicing Agent has 
obtained all necessary authorities from the Lenders and is acting in full conformity with this 
Article 11 at all times. The Servicing Agent shall have only those duties and responsibilities 
which are expressly specified in this Agreement, and it may perform such duties by or through 
its agents or employees. This Agreement shall not place the Servicing Agent under any fiduciary 
duties in respect of the Administrative Agent, any Lender, Borrower, any Guarantor or any other 
Person. 

11.2 The Agents' Responsibilities 

Each Agent may: 

(a) assume that: 

(i) any representation made by the Borrower in or in connection with any of 
this Agreement or an Interest Determination Notice is true; 

(ii) no Event of Default has occurred; and 

(ill) the Borrower is not in breach of or in default under its obligations under 
any of this Agreement; 

and each Agent may also: 
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unless it has actual knowledge or actual notice to the contrary, assume that each 
Lender's address is that identified with its signature below until it has received 
from such Lendèr a notice designating some other office of such Lender as its 
address and act upon any such notice until the same is superseded by a further 
such notice; 

engage and pay for the advice or services of any lawyers, accountants or other 
experts whose advice or services may to it seem necessary, expedient or desirable 
and rely upon any advice so obtained; 

unless it has actual knowledge or actual notice to the contrary, rely as to matters 
of fact which might reasonably be expected to be within the knowledge of the 
Borrower upon a statement signed by or on behalf of the Borrower; 

unless it has actual knowledge or actual notice to the contrary, rely upon any 
communication or document believed by it to be genuine; 

refrain from exercising right, power or discretion vested in it under this 
Agreement unless and until instructed by the Required Lenders as to whether or 
not such right, power or discretion is to be exercised and, if it is to be exercised, 
as to the manner in which it should be exercised; 

refrain from exercising any right, power or discretion vested in it which would or 
might in its opinion be contrary to any law of any jurisdiction or any directive or 
otherwise render it liable to any Person, and may do anything which is in its 
opinion necessary to comply with any such law or directive; 

retain for its own benefit, and without liability to account for, any fee or other 
sum receivable by it for its own account; 

accept deposits from, lend money to, provide any advisory or other services to or 
engage in any kind of banking or other business with any party (including any 
Affiliate thereof) to this Agreement; and 

refrain from acting in accordance with any instructions of the Required Lenders to 
begin any legal action or proceeding arising out of or in connection with any of 
this Agreement until it .shall have received such security as it may require 
(whether by way of payment in advance or otherwise) against all costs, claims, 
expenses (including legal fees) and liabilities which it will or may expend or incur 
in complying with such instruction. 

Agents' Duties 

The Administrative Agent shall: 

(i) promptly upon receipt of any notice, document, request or other 
information received by it in its capacity as Administrative Agent 
hereunder from the Borrower, as applicable, provide such notice. 



- 7 0 -

document, request or other information received to the Servicing Agent in 
order for the Servicing Agent to timely cany out its duties and obligations 
pursuant to this Agreement; 

(ii) promptly notify each Lender and the Servicing Agent of the occurrence of 
any Event of Default or any default by the Borrower in the due 
performance of its obligations under this Agreement or any document 
incidental thereto to which it is expressed to be a party and of which the 
Administrative Agent has actual knowledge or actual notice; 

(iii) subject to the foregoing provisions of Section 11.2 and this Section 11.3, 
act in accordance with my instructions given to it by the Required 
Lenders; and 

(iv) each time the Borrower requests the prior written consent of the Required 
Lenders, promptly inform the Servicing Agent of such request and of the 
Administrative Agent's instruction and/or drafts, as applicable, with 
respect thereto in order for the Servicing Agent to carry out its duties and 
obligations pursuant to Section 11.3(b)(iv) in a reasonable and timely 
maimer having due regard to the nature and circumstances of the request; 

(v) if so instmcted by the Required Lenders, refrain from exercising any right, 
power or discretion vested in it under this Agreement or any document 
incidental thereto. 

The Servicing Agent shall: 

(i) pron^tly upon receipt thereof, provide each Lender and the 
Administrative Agent with a copy of, or inform each Lender and the 
Administrative Agent of the contents of, any notice, document, request or 
other information received by it in its capacity as Servicing Agent 
hereunder from the Borrower or the Administrative Agent; 

(ii) proicptly notify each Lender and the Administrative Agent of the 
occurrence of any Event of Default or any default by the Borrower in the 
due performance of its obligations under this Agreement or any document 
incidental thereto to which it is expressed to be a party and of which the 
Servicing Agent has actual knowledge or actual notice; 

(iii) subject to the foregoing provisions of Section 11.2 and this Section 11.3, 
act in accordance m\h any instructions given to it by the Required Lenders 
or the Administrative Agent; 

(iv) each time the Borrower requests the prior written consent of the Required 
Lenders, use its best efforts to act in accordance with the Administrative 
Agent's instruction and/or drafts, as applicable, with respect thereto and 
obtain and communicate to the Borrower the response of the Required 
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Lenders in a reasonable and timely manner having due regard to the nature 
and circumstances of the request; 

(v) subject to the foregoing provisions of Section 11.2 and this Section 11.3, if 
. so instnicted by the Required Lenders or the Administrative Agent, refrain 

from exercising any right, power or discretion vested in it under this 
Agreement or any document incidental thereto; and 

(vi) in the eyent that the Servicing Agent is at any time given instructions by 
both the Administrative Agent and the Required Lenders which it 
reasonably deems to be in conflict, follow the instructions given to it by 
the Required Lenders. 

11.4 Protection of Agents 

Notwithstanding anything to the contrary expressed or implied herein, the Agents 
shall not: 

(a) be bound to enquire as to: 

(i) whether any representation made by the Borrower in or in connection with 
this Agreement or any document incidental thereto is true; 

(ii) the occurrence of any Event of Default; 

(iii) the performance by the Borrower of its obligations under any of this 
Agreement or any document incidental thereto; 

(iv) any breach of or default by the Borrower of or imder its obligations under 
this Agreement or any document incidental thereto; or 

(v) the use or application by the Borrower of any of the proceeds of the 
Facility; 

(b) be bound to account to any Lender for any sum or the profit element of any sum 
received by it for its own account; 

(c) be bound to disclose to any Person any information relating to the Borrower if 
such disclosure would or might in its opinion constitute a breach of any law or 
regulation or be otherwise actionable at die suit of any Person; or 

(d) accept any responsibility for the accuracy and/or completeness of any information 
supplied in connection herewith or for the legality, validity, effectiveness, 
adequacy or enforceability of this Agreement or any document incidental hereto 
or thereto and the Administrative Agent and the Servicing Agent shall not be 
under any liability to any Lender as a result of taking or omitting to take any 
action in relation to the Agreement or any document incidental hereto or thereto 
save in the case of gross negligence or wilful misconduct, and each of the Lenders 
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agrees that it will not assert or seek to assert against any director, officer, 
employee or agent of the Administrative Agent or the Servicing Agent any claim 
it might hâve against any of them in respect of the matters referred to in this 
Section 11.4. 

11.5 Tniiemnification of Agents 

Each Lender agrees to indemnify, on demand by the Administrative Agent or the 
Servicing Agentj rateably (according to the amonnt of each such Lender's Participation as of the 
date of such demand in proportion to the aggregate outstanding Advance) from and against any 
and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs, 
expenses or disbursements of any nature whatsoever which may be imposed on, incurred by or 
asserted against the Administrative Agent or the Servicing Agent in any way relating to or 
arising out of any of the Loan Documents or any other document contemplated thereby or any 
action taken or omitted by the Administrative Agent or the Servicing Agent under any of the 
Loan Documents or any document contenq)lated thereby, regardless of whether the same would 
or should have entitled such indemnitee to indemnification from the Borrower, any Guarantor or 
any other Person, except that no Lender shall be liable to the Administrative Agent or the 
Servicing Agent, as applicable, for any portion of such liabilities, obligations, losses, damages, 
penalties, actions, judgments, suits, costs, expenses or disbursements resulting solely from the 
gross niegligence or wilful misconduct of the Administrative Agent or the Servicing Agent, as 
applicable. Without limiting the generality of the foregoing, each Lender agrees to reimburse 
each of the Administrative Agent and the Servicing Agent promptly upon demand for its rateable 
share as above described of out-of-pocket expenses (including legal fees and disbursements on a 
full indemnity basis) incurred by the Administrative Agent or the Servicing Agent, as applicable, 
in connection with the determination or preservation of any rights of the Administrative Agent, 
the Servicing Agent or the Lenders under, or the enforcement of, or legal advice in respect of 
rights or responsibilities under, the Loan Documents or any other instruments and agreements 
referred to in them, to the extent that the Administrative Agent or the Servicing Agent may 
refrain from exercising any right, power or discretion or taking any action to protect or enforce 
the rights of the Administrative Agent, the Servicing Agent or any Lender imder the Loan 
Documents or any other instruments and agreements referred to in them until it has been 
indemnified or secured to its satisfaction against any and all costs, losses, expenses or liabilities 
(including legal fees and disbursements) which it would or might sustain or incur as a result of 
such exercise or action. The obligations of the Lenders under this Section 11.5 shall survive the 
repayment of all outstanding Advances hereunder and the termination of the Facility. 

11.6 Termination or Resignation of an Agent 

(a) Notwithstanding the irrevocable appointment of the Administrative Agent and the 
Servicing Agent, the Required Lenders may ô^ith the consent of the Borrower not to be 
unreasonably withheld), upon giving the applicable Agent 90 days' prior written notice to such 
effect, terminate such Agent's appointment hereunder provided diat a successor Administrative 
Agent or Servicing Agent as applicable has been appointed at or prior to expiry of such notice. 

(b) Either Agent may resign its appointment hereunder at any time without assigning 
any reason therefor by giving written notice to such effect to each of the other parties hereto. 
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The resignation of the Administrative Agent shall not be effective until a successor 
Administrative Agent has been appointed. With respect to the Servicing Agent, if no such 
successor shall have been appointed by the Required Lenders and shall have accepted such 
appointment within 60 days after the Servicing Agent gives notice of its resignation, then such 
resignation shall nonetheless become effective in accordance with such notice and (i) the retiring 
Servicing Agent shall be discharged ffom its duties and obligations hereunder and under the 
other Loan Documents, as applicable and (ii) all payments, commimications and determinations 
provided to be made by, to or through such Servicing Agent shall instead be made by, to or 
through Administrative Agent until such time as the Required Lenders appoint a successor 
Servicing Agent. 

(c) In the event of any such termination or resignation, the Required Lenders shall 
appoint a successor Administrative Agent or Servicing Agent, as applicable, acceptable to the 
Borrower, deliver copies of the Accounts to such successor and the retiring Agent shall be 
discharged ffom any further obligation hereunder but shall remain entitled to the benefit of the 
provisions of Sections 10.2, 10.4, 10.5 and this Article 11 and the Agent's successor and each of 
the other parties hereto shall have the same rights and obligations among themselves as they 
would have had if such successor originally had been a party hereto as Administrative Agent or 
Servicing Agent, as applicable. 

11.7 Rights of Afiminîsfrative Agent as Lender 

With respect to its portion of the Advance and its Participation, the 
Administrative Agent shall have the same rights and powers under this Agreement as any other 
Lender, and it may exercise such rights and powers as though it were not performing the duties 
and functions delegated to it as Administrative Agent hereunder, and the term "Lender" or any 
other similar term shall, unless the context otherwise requires, include the Administrative Agent 
in its capacity as a Lender. 

11.8 Authorized Waivers. Variations and Omissions 

If so authorized in writing by the Required Lenders, the Administrative Agent 
may grant waivers, consents, vary the terms of this Agreement and do or omit to do all such acts 
and things in connection herewith or therewith. Except with the prior written agreement of all 
the Lenders, nothing in this Section 11.8 shall authorize (i) any decrease in the Interest Rate, (ii) 
any extension of the date for, or alteration in the amount, currency or mode of calculation or 
computation of any payment of principal or interest or other amount, (iii) any incre^e in the 
Advance of a Lender, (iv) any extension of the Maturity Date, (v) any change in the teims of 
Article 7, Article 10 or Article 11, (vi) any change in the definition of Required Lenders (vii) the 
release of the Borrower or any Guarantor ffom its obligations under any Loan Document except 
as otherwise expressly permitted under the Loan Documents or (viii) any amendments to this 
Section 11.8. 
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11.9 Financial Information Concerning Rnrrnwer 

Subject to Section 11.3(a)(Ç, neither Agent shall have any duty or responsibility 
either initially or on a continuing basis to provide any Lender with any credit or other 
information with respect to the financial condition and affairs of the Borrower. 

11.10 Knowledge of Financial Situation of Borrower 

Each of the Lenders represents and warrants to the Agents that it has made its 
own independent investigation of the financial condition and affairs of the Borrower in 
connection with the making and continuation of its Participation in this Agreement and that it has 
not relied on any information provided to it by the Agents in connection herewith or therewith, 
and each Lender represents and warrants to the Agents that it shall continue to make its own 
appraisal of the creditworthiness of the Borrower firom time to time. 

11.11 Legal Proceedings 

The Agents shall not be obligated to take any legal proceedings against the 
Borrower or any other Person for the recovery of any amotmt due under this Agreement. No 
Lender shall bring legal proceedings against the Borrower or any other Person hereunder or in 
coimection herewith, or exercise any right arising hereunder or in connection herewith over the 
property and assets of the Borrower or any other Person without the prior written consent of the 
Required Lenders. 

11.12 Capacity as Agent 

In performing its functions and duties under this Agreement, each Agent shall act 
solely as the Administrative Agent or Servicing Agent, as applicable, of the Lenders and shall 
not assume, and shall not be deemed to have assumed, any obligation as agent or tmstee for the 
Borrower or any odier Person. Neither Agent shall be under any liability or responsibility of any 
kind to the Borrower, the Lenders, or to any other Person arising out of or in relation to any 
failure or delay in performance or breach by any Lender or Lenders or, as the case may be, by 
the Borrower or any other Person pursuant to or in any way in connection with this Agreement. 

11.13 Capacity as Lead Arranger 

The Borrower and the Lenders hereby agree and confirm that the Administrative 
Agent has performed its functions and duties in connection with the arrangement of the Facility 
and shall not be under any liability or responsibility of any kind to the Borrower, the Lenders, the 
Administrative Agent or any of them arising out of or in relation to the arrangement of the 
Facility or this Agreement. 

11.14 Deposits or Loans Respecting the Borrower 

Each Agent and each of the Lenders may accept deposits from, lend money to and 
generally engage in any kind of banking or other business with the Borrower without liability to 
account to either Agent or any Lender. 
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ARTICLE 12 
GENERAL 

12.1 Term 

The Facility shall expire on the Maturity Date. 

12.2 Acknowledgment and Waiver of Events of Default 

The Borrower aclcnowledges and agrees that (a) as of the Effective Date: (i) the 
Borrower's LTM EBITDA is less than $11,500,000, in violation of Section 6.3(a) of the Existing 
Credit Agreement; (ii) the Consolidated Leverage Ratio exceeds 4.60:1.0, in violation of Section 

.6.3(b) of the Existing Credit Agreement; (iii) the Borrower is in default of certain of its 
covenants under the Revolving Credit Facility and an event of default thereunder has occurred, 
in violation of Section 6.1(m) of the Existing Credit Agreement; and (iv) the Borrower has not 
delivered to the Administrative Agent the audited Financial Statements and other deliverables 
required pursuant to Section 6.1(b)(iii) of the Existing Credit Agreement in respect of the fiscal 
years ended January 26, 2008 and January 31, 2009; and (b) as a result of the circumstances 
referred to at (i) through (iv) above (collectively, the "Existing Defaults"), an Event of Default 
under Section 8.1(c) and Section 8.1(e) of the Existing Credit Agreement has occurred and is 
continuing. The Administrative Agent and the Lenders hereby waive the Existing Defaults, and 
the Borrower acknowledges such waiver. The waiver given by the Lenders under this Section 
12.2 is given pursuant to the provisions of Section 12.5 of the Existing Credit Agreement, is 
solely with respect to the Existing Defaults and shall not be construed as having created a custom 
in any way or manner or to have modified or waived any other obligation of the Borrower 
hereunder, including any obligation of the Borrower to pay interest or to repay the principal 
amount of the Facility strictly in accordance with the provisions of Article 2. 

12.3 Survival 

All covenants, agreements, representations and warranties made herein or in 
certificates delivered in connection herewith by or on behalf of the Borrower, any Guarantor or 
any other Subsidiary of the Borrower shall survive the execution and delivery of this Agreement 
and the making of the Drawdown hereunder and shall continue in full force and effect so long as 
there is any obligation of the Borrower to any Lender hereunder, the Administrative Agent or the 
Servicing Agent. 

12.4 Benefit of the Agreement 

This Agreement shall enure to the benefit of and be binding upon the successors 
and permitted assigns of the Borrower and the successors and permitted assigns of the Lenders 
and the Agents. 

12.5 Notices 

All notices, requests, demands or other communications to or from the parties 
hereto shall be in writing and shall be given by overnight delivery service, by hand delivery or by 
telecopy to the addressee as follows: 
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(i) If to the Borrower or any Guarantor: 

Grafton-Fraser Inc. 
44 Apex Road 
Toronto, Ontario 
M6A2V2 

Attention: Treasurer 
Facsimile: (416) 780-2159 

with a copy to: 

Osier Hoskin & Harcomt LLP 
Suite 6100, P.O. Box 50 
1 First Canadian Place 
Toronto, ON M5X IBS 

Attention: Dale Seymour 
Facsimile: (416) 862-6666 

(ii) If to the Administrative Agent: 

BTD CP Holdings LP 
280 Park Avenue 
11th Floor, Building East 
New York, New York, 10017 

Attention: David Cla54on and Louis Salvatore 
Facsimile: (212) 503-6921 

with a copy to: 

Davies Ward Phillips & Vineberg LLP 
1 First Canadian Place 
44"'Floor 
Toronto, Ontario 
M5X IBl 

Attention: Scott R. Hyman 
Facsimile: (416)863-0871 

(iii) If to a Lender: 

To the address set forth next to its signature on the signature page of this 
Agreement 

(iv) If to the Servicing Agent; 
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OFS AGENCY SERVICES, LLC 
2850 West Golf Road, Suite 520 
Rolling Meadows, IL 60008 

Attention: Sean Kelley/AIisa Filstead 
Telecopier: (847)731-7911 

With a copy to: 

Goldberg Kohn 
55 East Monroe, Suite 3300 
Chicago, Illinois 60603 

Attention: Keith G. Radner 
Telecopier: (312) 863-7445 

or at such other address or to such other individual as the Borrower may designate by notice to 
the Servicing Agent, or the Administrative Agent or the Servicing Agent may designate by 
notice to the Borrower. If any notice, request, demand or odier communication is delivered or 
transmitted on a day other than a Banking Day or after 3:00 p.m. on any Banking Day, the same 
shall be deemed to have been effectively givén and received on the next following Banking Day. 

12.6 Amendment and Waiver 

This Agreement and documents collateral hereto may be modified or amended 
and a waiver of any breach of any term or provision of this Agreement shall be effective only if 
the Borrower and the Administrative Agent and the Required Lenders or each Lender, as the case 
may be, so agree in writing; provided that no modification, amendment or waiver shall, unless in 
writing and signed by the Servicing Agent in addition to the parties required above, affect the 
rights or duties of the Servicing Agent under this Agreement or any other document. A waiver 
of any breach of any term or provision of this Agreement shall be limited to the specific breach 
waived. 

12.7 Governing Law 

This Agreement shall be governed by and construed in accordance with the laws 
of the Province of Ontario and the federal laws of Canada applicable therein. Each of the 
Administrative Agent, the Servicing Agent, the Lenders and the Borrower agree that any legal 
suit, action or proceeding arising out of this Agreement may be instituted in the courts of 
Ontario, and each of the Administrative Agent, the Servicing Agent, the Lenders and the 
Borrower hereby accepts and irrevocably submits to the non-exclusive jurisdiction of said courts 
and acknowledges their competence and agrees to be boimd by any judgment thereof. 

12.8 Further Assurances 

The Borrower, at its expense, will promptly execute and deliver, or cause to be 
executed and delivered, to the Agents and the Lenders, upon request, all such other and further 
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documents, agreements, certificates and instruments in compliance with, or accomplishment of 
the covenants and agreements of the Borrower and any Guarantor hereunder or under the Loan 
Documents or more fully to state the obligations of the Borrower and any Guarantor as set out 
herein or therein or to make any recording, file any notice or obtain any consents, all as may be 
necessary or appropriate in connection therewith. 

12.9 Enforcement and Waiver bv the Lenders 

The Agents and the Lenders shall have the right at all times to enforce the 
provisions of this Agreement and agreements to be delivered pursuant hereto in strict accordance 
with the terms hereof and thereof notwithstanding any conduct or custom on the part of the 
Agents and Lenders in refi:aming firom so doing at any time or times. The failure of the Agents 
and the Lenders at any time or times to enforce its rights under such provisions, strictly in 
accordance with the same, shall not be construed as having created a custom or in any way or 
manner modified or waived the same. All rights and remedies of the Agents and the Lenders are 
cumulative and concurrent and the exercise of one right or remedy shall not be deemed a waiver 
or release of any other right or remedy. 

12.10 Counterparts and Facsimile Signature 

This Agreement may be executed by the parties in separate coimterparts (by 
original or facsimile signature) each of which when so executed and delivered shall be an 
original, but all of which, when taken together, shall together constitute one and the same 
instrument. 

12.11 Assignment bv the Borrower 

The rights and obligations of the Borrower under this Agreement are not 
assignable to any other Person, except in accordance with Article 9, without the prior written 
consent of the Administrative Agent, the Lenders and the Servicing Agent in their sole 
discretion. 

12.12 Assignments and Transfers bv the Lenders 

(a) Any Lender may, at any time, assign all or any of its rights and benefits hereunder 
or transfer in accordance with Section 12.12(b) all or any of its rights, benefits and obligations 
hereunder to one or more financial institutions or other Persons (the "Transferee"); provided 
that: (i) unless a Default or an Event of Default has occurred and is continuing, each such 
financial institution or other Person shall be acceptable to the Borrower, acting reasonably; and 
(ii) unless a Default or an Event of Default has occurred and is continuing, in no event shall any 
such assignment or participation be made to any financial institution or other Person that is 
designated in Schedule 12.12 as a "disqualified lender". Notwithstanding the foregoing, the 
acceptance of the Borrower is not required in connection with the assignment or transfer of all or 
any of the rights, benefits and obligations hereunder to (i) any Subsidiary or Affiliate of a 
Lender, provided that, in either case, any such assignment or transfer does not give rise to a 
claim for increased costs pursuant to Article 3. 
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(b) If a Lender (for the purposes of this Section 12-12(b), a "Transferor") assigns all 
or any of its rights and benefits hereunder in accordance with Section 12.12(a), then, unless and 
until the Transferee has executed a Transfer Agreement substantially in the form of Exhibit C 
hereto (or such other form as may be agreed to by the Lenders and the Borrower) that the 
Transferee shall be bound by the same obligations of the Transferor as the Transferee would 
have been under if the Transferee had been an original party hereto, the Borrower shall not be 
obliged to recognize such Transferee as having the rights against the Borrower which the 
Transferee would have had if the Transferee had been such a party hereto, provided that upon 
delivery by the Transferee to the Borrower and the Lenders of a transfer agreement substantially 
in the form of Exhibit C hereto, the Transferor shall be released firom its obligations hereunder 
that have been assumed by the Transferee. 

(c) A Lender may participate all or any part of its interest hereunder,- provided that 
any such participation does not give rise to a claim for increased costs pursuant to Article 3. Any 
payment to a participant by a Lender in connection with the sale of a participation shall not be or 
be deemed to be a repayment by Borrower or a new Advance. The Borrower shall not be 
obligated to deal with any participant and shall be entitled to deal solely with the Lender and the 
Lender shall not be released fiom any of its obligations to the Borrower or any Guarantor as a 
result of such participation except to the extent that the participant has fulfilled such obligations. 
Such participants shall be bormd to the same confidentiality provisions with respect to the 
Facility arid the Borrower and any Guarantor as are applicable to the Lender. 

(d) . Any such assignment, transfer or participation shall only be effective upon 
delivery by the applicable Lender(s) to the Administrative Agent and the Servicing Agent of 
written notice of such assignment, transfer or participation, and in connection therewith the 
applicable Lender(s) shall provide the Agents with such administrative details and other 
information and documentation (including without limitation tax related information and 
documentation) as either Agent may reasonably require. 

12.13 Set-Off 

If an Event of Default has occurred and is continuing, each Lender and each of its 
Affiliates shall have the right to set off against any accounts, credits or balances maintained by 
the Borrower or any Guarantor with the Lender or any such Affiliate any amount due hereunder. 
Except for payments to a Lender from the Administrative Agent or the Servicing Agent which 
were received by the Administrative Agent or the Servicing Agent for the account of such 
Lender in accordance with the provisions of this Agreement, if any Lender shall at any time 
receive pajment or satisfaction of all or a part of any amounts payable hereunder, whether by 
set-off or otherwise, in a proportion which, in relation to any amounts received by any other 
Lender or Lenders at the same time, represents more than its pro rata Participation, then such 
Lender shall notify the Administrative Agent and the Servicing Agent thereof and pay to the 
Servicing Agent for the account of the other Lenders such amount as will ensure that each 
Lender will receive a proportion of such payment equal to such Lender's pro rata Participation. 
In the event that at any time any Lender shall be required to refund any amoxmt which has been 
paid to or received by it by set-off or otherwise on account of any part of the Advance, interest 
thereon or any other amount payable hereunder and which has been paid to any other Lender 
pursuant to-this Section 12.13, such other Lender shall repay a proportionate amount of the 
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amounts so refunded without interest. If a Lender is required to make any payment to any other 
Lender pursuant to this Section 12.13, then, subject to the foregoing sentence, the liability of the 
Borrower to the Lender making such payment under this Agreement shall be treated as not 
having been reduced by the amount of such payment and the liability of the Borrower to any 
Lender receiving such payment shall be treated as having been reduced by the amount of the 
payment received by such Lender. 

12.14 Time of the Essence 

Time shall be of the essence in this Agreement. 

12.15 Equal Ranking of Lenders 

The Lenders, and to the extent necessary, the Borrower, agree as between 
themselves that any indebtedness of the Borrower towards any Lender hereunder, in respect of 
any Advance, or otherwise hereunder shall at all times rank equally and without preference or 
distinction with the indebtedness of the Borrower towards any other Lender hereunder. 

12.16 Sharing of Information 

The Borrower hereby agrees that the Agents and the Lenders may share amongst 
themselves any information which any of them may possess concerning the Borrower in respect 
of the Borrower's undertakings, obligations or indebtedness towards any Lender pursuant to this 
Agreement and any Advance, as well as any payment received from the Borrower by any 
Lender. 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement. 

GRAFTON-FRASERÏNC., as Borrower 

by -
Name: 
Title: 



Address: 

280 Park Avenue 
11th Floor, Building East 
New York, New York, 10017 

BTD CP HOLDINGS LP (F/K/A GSO 
CP HOLDINGS LP), as Administrative 
Agent and Lead Arranger 

By: BTD LLC, its General Partner 

by 
Name: George Fan 
Title: Authorized Signatory 

GSO DOMESTIC CAPITAL FUNDING 
(LUXEMBOURG) S.A.R.L., as Lender 

By: GSO Capital Partners LP, its 
collateral manager 

by 
Name: 
Title: 
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Address: 

280 Park Avenue 
11th Floor, Building East 
New York, New York, 10017 

GSO OFFSHORE 
MULTICURRENCY FACILITY 
(LUXEMBOURG) S.A.R.L., as Lender 

By: GSO Capital Partners LP, its 
portfolio manager 

by 
Name: 
Title: 

OFS AGENCY SERVICES, LLC, as 
Servicing Agent 

By: Orchard First Source Capital, Inc., 
its attorney in fact 

by 
Name: 
Title: 
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EXHIBIT A 

FORM OF DRAWDOWN NOTICE 

To: GSO Special Situations Fund LP, as Administrative Agent 

And To: The Lenders party to the Credit Agreement referred to below 

Attention: Louis Salvatore and Matthew Bass 

This Drawdown Notice is being delivered pursuant to the credit agreement made 
as of May 24, 2007 (the "Credit Agreement") made between the Borrower, the Guarantors that 
may become parties thereto from time to time, the Administrative Agent and the Lenders parties 
thereto from time to time. Capitalized terms used herein but not defined herein shall have the 
meanings ascribed to such terms in the Credit Agreement. 

We hereby request an Advance in the amount of $ and having an 
Interest Period of months. 

Payment instructions: 

The representations and warranties set forth in Section 5.1 of the Credit 
Agreement are, mutatis mutandis^ true and correct on and as of the date hereof, both before and 
after giving effect to the Drawdown of the requested Advance and to the application of proceeds 
therefrom. 

No Default or Event of Default has occurred and is continuing, nor shall any such 
event occur as a result of making the requested Advance or the application of proceeds 
therefrom. 

DATED this day of , . 

GF ACQUISITION CORP. 

I 
by 

Name: 
Title: 

by 
Name: 
Title: 
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EXHIBIT B 

FORM OF INTEREST DETERMINATION NOTICE 

TO: [NAME OF LENDERS] 

ATTENTION: • 

This Interest Determination Notice is being delivered pursuant to the amended 
and restated credit agreement dated as of June 16, 2009 (the "Credit Agreement") between 
Grafton-Fraser Inc., as borrower, the guarantors that may become from time to time parties 
thereto, BTD CP Holdings LP, as administrative agent, CPS Agency Services, LLC, as servicing 
agent and the lenders from time to time parties thereto. Capitalized terms used herein but not 
defined shall have the meanings ascribed to such terms in the Credit Agreement. 

We hereby request that the. Interest Period in respect of the Advance commencing 
on be months. 

No Default or Event of Default has occurred and is continuing, nor shall any such 
event occur as a result of making the requested Advance or the application of proceeds 
therefrom. 

DATED this day of , . 

GRAFTON-FRASER INC. 

by 
Name: 
Title: 
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EXHIBIT C 

FORM OF TRANSFER AGREEMENT 

TO: GRAFTON-FRASERINC. . 

WHEREAS GF Acquisition Corp., predecessor to Grafton-Fraser Inc. (the 
"Borrower") entered into an amended and restated credit agreement dated June 16, 2009 (the 
"Amended and Restated Credit Agreement") with the Administrative Agent and the Servicing 
Agent, the Guarantors that may become parties thereto from time to time and the Lenders parties 
thereto from time to time whereby the Lenders .agreed to provide the Borrower with a credit 
facility in an aggregate principal amount of $50,000,000; 

AND WHEREAS pursuant to and in accordance with Section 12.12 of the 
Amended and Restated Credit Agreement, any Lender may, with the prior written consent of the 
Borrower, assign or transfer all or any of its rights, benefits and obligations under the Amended 
and Restated Credit Agreement by duly completing, executing and delivering to the Borrower 
this Transfer Certificate and providing notice to the Agents; 

AND WHEREAS any Lender (the "Transferor") wishes to assign or transfer to 
(the "Transferee") the rights, benefits and obligations of the Transferor 

tmder the Amended and Restated Credit Agreement specified herein; • 

AND WHEREAS the Borrower has consented in writing to such assignment or 
transfer; 

NOW THEREFORE in consideration of the foregoing and of $1.00 and other 
good and valuable consideration, the receipt of which is hereby acknowledged, the signatories 
hereto agree as follows: 

1. All capitalized terms defined in the Amended and Restated Credit Agreement and 
not otherwise defined herein have the same meaning as in the Amended and Restated Credit 
Agreement. 

2.. The Transferor assigns and transfers to the Transferee the following rights, 
benefits and obligations (the "Transfer"): 

[description of the transferred rights, benefits and obligations, indicating 
retained interest or fees, if applicable, and Transferee's commitment and 
Participation] 

(the "Transferred Rights", the "Transferred Benefits", the "Transferred Obligations", as 
applicable, and collectively the "Transferred Rights, Benefits and Obligations"). 

3. The Transferee accepts the Transfer and (if applicable) assumes the Transferred 
Obligations (the "Assumption"). 
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4. The Transferee agrees with the Borrower that it shall be bound by the same 
obligations of the Lenders as the Transferee would have been under if the Transferee had been an 
original party to the Amended and Restated Credit Agreement. 

5. The Transfer and the Assumption are govemed by and subject to Section 12.12 of 
the Amended and Restated Credit Agreement. 

6. The Transferee acknowledges and confirms that it has not relied upon and that the 
Transferor has not made any representation or warranty whatsoever as to the due execution, 
legality, effectiveness, validity or enforceability of the Amended and Restated Credit Agreement 
or any other documentation or information delivered by the Transferor to the Transferee in 
cormection therewith or for the performance thereof by any party thereto or for the performance 
of any Guarantee by any Guarantor or for the financial condition of the Borrower or of any 
Guarantor. All representations, warranties and conditions expressed or implied by law or 
otherwise are hereby excluded. 

7. The Transferee represents and warrants that it [is/is not] a non-resident within the 
meaning of the Income Tax Act (Canada) and that it has itself been, and will continue to be, 
solely responsible for making its own independent appraisal of and investigation into the 
financial condition, creditworthiness, affairs, status and nature of the Borrower and has not relied 
and will not hereafter rely on the Transferor to appraise or keep under review on its behalf the 
financial condition, creditworthiness, affairs, status or nature of the Borrower. 

8. Each of the Transferor and the Transferee represents and warrants to the Borrower 
and the Guarantors that it has the capacity and power to enter into the Transfer and the 
Assumption in accordance with the terms hereof and to perform its obligations arising therefrom, 
and all action required to authorize the execution and delivery hereof and the performance of 
such obligations has been duly taken. 

9. This Transfer Certificate shall be govemed by and construed in accordance with 
the laws of the Province of Ontario, Canada. 

DATED this day of , 200 . 

[TRANSFEROR] 

by 
Name: 
Title: 
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[TRANSFEREE] 

by 
Name; 
Title: 

GRAFTON-FRASER INC. 

by 
Name: 
Title: 



SCHEDULE 1.1(A) 

LENDERS AND COMMITMENTS 

Name of Lender Commitment 

GSO Domestic Capital Funding 
(Luxembourg) S.A.RX. 

$21,693,740 

GSO Offshore Multicurrency Facility 
(Luxembourg) S.A.R.L. 

$28,306,260 



SCHEDULE 1.1(Q 

PERMITTED ENCUMBRANCES 

"Permitted Encumbrances" means the following types of Encumbrances: 

(a) liens in respect of: (i) Taxes, assessments or governmental charges or claims the 
payment of which is not, at the time, overdue and (ii) Taxes, the payment of 
which are being contested in good faith by proper proceedings and for which 
adequate cash reserves are being maintained; 

(b) common law liens of landlords with respect to rights of distress, statutory liens of 
banks and rights of set-off, statutory liens of carriers, warehousemen, mechanics, 
repairmen, workmen and materialmen, and other liens imposed by law, in each 
case incurred in the ordinary course of business and not involving (i) in any 
individual case an amount in excess of $200,000, or (ii) in the aggregate at any 
time outstanding an amount in excess of $500,000 (in either case to the extent 
such amount is not adequately covered by insurance as to which a solvent and 
unaffiliated insurance company has acknowledged coverage) for amoimts not yet 
overdue or for amoimts that are overdue and that (in the case of any such amounts 
overdue for a period in excess of five days) are being contested in good faith by 
appropriate proceedings, so long as (1) such reserves or other appropriate 
provisions, if any, as shall be required by generally accepted accounting 
principles as applied in Canada shall have been made for any such contested 
amounts, and (2) in the case of a lien with respect to any portion of the Collateral, 
such contest proceedings conclusively operate to stay the sale of any portion of 
the Collateral on account of such lien; 

(c) liens incurred or deposits made in the ordinary course of business in connection 
with workers' compensation, unemployment insurance and other types of social 
security, or to secure the performance of tenders, statutory obligations, surety and 
appeal bonds, bids, leases, government contracts, trade contracts, performance 
and retum-of-money bonds and other similar obligations (exclusive of obligations 
for the payment of borrowed money), so long as no foreclosure, sale or similar 
proceedings have been commenced with respect to any portion of the Collateral 
on account thereof; 

(d) any attachment or judgment lien not involving (i) in any individual case an 
amount in excess of $250,000, or (ii) in the aggregate at any time outstanding an 
amoimt in excess of $500,000 (in either case to the extent such amount is not 
adequately covered by insurance as to which a solvent and unaffiliated insurance 
company has acknowledged coverage) so long as the same is being contested 
diligently in good faith by proper proceedings and for which adequate cash 
reserves are being maintained ; 

(e) leases or subleases granted to third parties which do not, individually and in the 
aggregate, interfere in any material respect with the ordinary conduct of the 
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business of the Borrower or any of its subsidiaries or result in a material 
diminution in the value of any of the Collateral; 

easements, rights-of-way, restrictions, encroachments, reservations from title, 
zoning and private deed restrictions, site plan agreements, development 
agreements, operating agreements, cross-easement agreements and other defects, 
or irregularities in title, in each case which do not and will not, individually and in 
the aggregate, interfere in any material respect with the ordinary conduct of the 
business of the Bonower or any of its subsidiaries or result in a material 
diminution in the value of any of the Collateral; 

any (a) interest or title of a lessor or sublessor under any operating lease in respect 
of which the Borrower or any of its subsidiaries shall be, or become liable 
whether directly or by assignment or as a guarantor or other surety for the 
obligations of the lessee under any such operating lease, to the extent that the 
aggregate annual rental payments of the Borrower and its subsidiaries in respect 
of all such operating leases shall not exceed $250,000, (b) restriction or 
encumbrance that the interest or title of such lessor or sublessor may be subject to, 
or (c) subordination of the interest of the lessee or sublessee under such lease to 
any restriction or encumbrance referred to in the preceding clause (b), so long as 
the holder of such restriction or encumbrance agrees to recognize the rights of 
such lessee or sublessee under such lease; 

liens in favour of customs and revenue authorities arising as a matter of law to 
secure payment of customs duties in connection with the importation of goods; 

any zoning or similar law or right reserved to or vested in any governmental 
office or agency to control or regulate the use of any Real Property; 

liens against owners' or sublessors' interest in any leasehold property used or 
occupied by the Borrower or any of its subsidiaries; 

liens securing obligations (other than obligations representing indebtedness for 
borrowed money) under operating, reciprocal easement or similar agreements 
entered into in the ordinary course of business of the Borrower or any of its 
subsidiaries; 

Permitted Purchase Money Security Interests not exceeding an aggregate of 
$2,500,000 outstanding at any time; 

liens granted to secure the Indebtedness under the Loan Documents, the 
Revolving Credit Facility and the Stonehouse Subordinated Note; 

liens granted in connection with Capital Leases and mortgages on Real Property if 
the Borrower's Consolidated Leverage Ratio is less than 3.25:1.0 on a pro forma 
basis after giving effect to such Capital Lease or mortgage; and 



Encumbrances arising under agreements with credit card processors of the type 
described in such agreements provided to the Lender prior to the Closing Date 
(i.e. Global Payments agreements). 



SCHEDULE 5.1(G) 
ITEMS NOT TIŒATED CONSISTENTLY 

For the fiscal year 2009, there will be a required accounting change to cost value of inventory 
and cost of sales. The Borrower's current accounting policy is to value inventory at the lower of 
cost or net realizable value, less normal profit margins. This means that the Borrower will write
down the cost of an inventory unit at lie time it takes a retail price markdown as opposed to 
when it actually sells the item at the marked down price. The new policy removes the clause 
regarding "normal profit margins". Thus, the Borrower will no longer reflect a charge or write
down on its income statement when it takes a "retail" markdown, unless the retail is marked 
down very close to or below its original cost. The new policy will generally reflect inventory at 
the lower of cost or market, which is consistent with U.S. GAAP. 

TOI#: 2329457.8 



SCHEDULE 5.1(H) 

PERMITTED AFFILIATE TRANSACTIONS 

1. management fees paid to Affiliates of Borrower (not to exceed $600,000 annually); 
2. transaction fees paid to GBMP and its affiliates (not to exceed $ 1,000,000) 
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SCHEDULE 5.1(i) 

LITIGATION 

Consent agreement dated July 26, 2006 between the Commissioner of Competition, Grafton-
Fraser Inc. and Glenn Stonehouse registered under section 74.12 of the Competition Act 
(Canada). 
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SCHEDULE 5.1(x) 

INSURANCE 
Class of Insurance Policy Period Insurer & Policy Limit Class of Insurance 

From To 

Insurer & Policy Limit 

Property & all Risks 4/1/2009 4/1/2010 Affiliated FM 
Insurance Company 
Policy No. RW065 

Limits: $50,000,000 

Boiler and Machinery 4/1/2009 4/1/2010 Aviva Insurance 
Company of Canada 

Policy No. 81345098 

Limits: $3,550,000 

Commercial General 
Liability 

4/1/2009 4/1/2010 Continental Casual^ 
Company 

Policy No. 
MPR2825150 

Bodily Injury and Property Damage 
Liability: $ 1,000,000 

Products & Completed Operations 
Aggregate: $ 1,000,000 

Umbrella Liability 4/1/2009 4/1/2010 Continental Casualty 
Company 

Excess of $1,000,000 
Primary Commercial General 
Liability and Automobile Liability 
Policies: $10,000,000 
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SCHEDULE 5.1(Z) 

I. 

CAPITALIZATION AND SUBSIDIARIES 
PART A 

Jurisdiction of Organization. Location of Chief Executive Office and Places of 
Business 

Entity 

Grafton-Fraser Inc. 

Gailwood investments 
Limited 

Jurisdiction of 
Organization 

Ontario 

644562 Ontario Limited Ontario 

720064 Ontario Limited Ontario 

Ontario 

Location of Chief 
Executive Office 

44 Apex Road, 
Toronto, Ontario 

44 Apex Road, 
Toronto, Ontario 

44 Apex Road, 
Toronto, Ontario 

44 Apex Road, 
Toronto, Ontario 

Places of Business 

Ontario, Alberta, 
Saskatchewan, 
Manitoba, British 
Columbia, Nova 
Scotia, New 
Brunswick, Prince 
Edward Island, 
Newfoundland 
None (inactive) 

None (inactive) 

None (inactive) 
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n. Capitalization 

Entity 

Grafton-Fraser Inc. 
(post amalgamation) 

Authorized Capital 

-unlimited number of Class A Common 
Shares 
-unlimited number of Class B Common 
Shares 
-unlimited number of Class C Common 
Shares 
-unlimited number of Class A Preferred 
Shares 
-unlimited number of Class B Preferred 
Shares 

Issued and Outstanding 

- 1,996,085 Class A Common 
Shares registered in the name 
of 1903 Equity Fund, L.P 

- 17,964.763 Class A 
Preferred Shares registered in 
the name of 1903 Equity Fund, 
L.P 

- 94,915 Class A Common 
Shares registered in the name 
of 1903 Co-Investor, L.P 

- 854,237 Class A Preferred 
Shares registered in the name 
of 1903 Co-Investor, L.P 

- 29,000 Class A Common 
Shares registered in the name 
of HEP North America 
Investments, L.P. 

- 261,000 Class A Preferred 
Shares registered in the name 
of HEP North America 
Investments, L.P. 

- 530,000 Class B Common 
Shares registered in the name 
of Stonehouse Group Inc. 

- 4,770,000 Class B Preferred 
Shares registered in the name 
of Stonehouse Group Inc. 

644562 Ontario Limited -unlimited number of shares -ont® common share issued and 
("644562") outstanding 

-registered in die name of Pre-
Amalco GFI 
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720064 Ontario Limited -unlimited number of common shares common share issued and 
outstanding 

-registered in the name of 

644562 

unlimited number of common shares '1^0 common shares held by 
Pre-Amalco GFI 

-100 common shares held by 
Dominic 

Bellissimo Fashions Inc. 

TTT. n escription of Accounts 

Grafton-Fraser Inc. 

CIBC Account Account No. Beneficiary 

•Pre-authorized cheques 38-23113 Grafton-Fraser Inc. 
Investment/Misc 35-12819 Grafton-Fraser Inc. 
Expenses 38-60515 Grafton-Fraser Inc. 

Sales Receipts 38-60619 Grafton-Fraser Inc. 

Payroll 38-61716 Grafton-Fraser Inc. 

Merchandise Suppliers 38-61910 Grafton-Fraser Inc. 

U.S. Dollar Accoimt 02-69212 Grafton-Fraser Inc. 

PARTS 

fi) Description of Property Owned/Leased 

Rights under the leases and other contracts, software licenses, insurance policies, shares in the 
subsidiaries, shares in a publicly traded portfolio, inventory at the leased stores, the headquarters 
and the warehouse, leasehold irnprovements at the same, computers and equipment at the same, 
leased and owned vehicles and intellectual property. 

Gailwood Investments 
Limited 
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rii'ï Material Contracts 

Please see attached. 

(iiil Indebtedness 

Indebtedness under the Revolving Credit Facility, the Stonehouse Subordinated Note and the 
Credit Agreement (and not more than $12 million of outstanding Indebtedness under the 
Revolving Credit Facility). 
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SCHEDULE 5.1(BB) 

REAL PROPERTY 

PART A REAL PROPERTY OWNED 
Nil 
PART B REAL PROPERTY LEASED 

The Borrower is a party to each Leases listed in the table on the attached 
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SCHEDULE 12.12 
DISQUALIFIED LENDERS 

Nil 
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FIRST AMENDMENT TO THE AMENDED AND RESTATED CREPIT AGREEMENT 

G3iAFX0N-FRASER INCi, 
AS BORROWER 

-and-

THE GUARANTORS THAT MAY BEGGIHE FROM TIME TO TIME 
PARTIES HERETO 

-and-

OFS AGENCY SERVICES, LLC, 
as Servicing Agent 

-and-

BTD CP HOLDINGS LP, 
as Administratlye Agent and 

Lead Arranger 

-and-

TJBDE LENDERS FROM TJDME TO TIME 
PARTIES HERETO 

Credit Agreement 
Made as of May 24,2007, as amended and 
restated as of September 10,2008 and as 
further amended and restated as of June 
16,2009 and further aiuehded as of April 

12,2010 



I 

J 

n BETWEEN: 

GÏÛFTON-B^MINC,, 
a coipôratioïi aiûalgâlnated. under the laws of the Province 

of Ontario, as horrow«r 

(hereinafter refmed to as the "Bdrrower")^ 

• and-

THE GUARANTORS THAT MAY BECOME EROM 
TIME TO TIME PARTIES HERETO, 

(hereinafter-refined to as the "Guarantors"), 

-and-

T3BQ& EENHERS FROM TIME TO TIME PARTIES 
HEiREtO, 

(hereinafter referred to as the "Leiiders")^ 

- and-

OFS AGENCY SERVICES^ LLC, 
a limited liability company fbimed under the laws of the 

State of DelawarCj as Servicing Agent for the 
Lenders 

(hereinafter referred to as the "Servîemg Agent") 

ÎÎT0 CP HOLDINGS LP, 
a limit^ pattnership'formed under the laws of the State of 

Delaware, as Administrative Agent and Lead 
Arranger (formerly fcaown as GSO Coital" Partners 
LP and GSO CP Holdings LP), 

(bereinafter referred to in its own capacity as "GSO LP" 
and in its capacity ^ administrative agent on behalf 
of the Lenders, as the "Administrative Agent"), 



WHEREAS GB Acquisitiûn' Corp^j the predigCésscfr by amalgamation to thfe 
B.oitower, ^4 GSP Special Situations Fund LP were p^es" "to a credit a^eêmerit dated as: of 
May 24, 2007 wife tfte guarantors feat may Become from tiine to time parties thereto and the 
lenders that may become- from time to time parties thereto (the "Ori^al Prédit Agreement"); 

AND WHEREAS the original îendets party to" fee Origuiàl Credit Agreement 
subsequently assigned their Participations (as such term is hereinafrer defined)-in fee aggregate 
Outstanding Advance (as such term is hereihate defined) to fee Lenders; 

AND WHEREAS' on S^tember 10,. 2008=, GSO Special -Situations Fund LP 
xesigned as; admmKtcative agent and lead arranger under the Orignal Credit Agreem.ent and 
BTD CP Holdings (formerly know- as GSO Capital Partnâs LP and- GSO CP Holdings' LP) was 
appointed to such positions; 

.AND" Whereas on September 10, 2G08i GFS A^ncy Services^ LLC was 
appointed- the SefviOihg Agefit.Md to asstiMe certain responsibilities previotisly Under the 
responsibility of the ̂ îninistrative agent; 

AND WHEREAS on September 10, 2008, fee parties entered into an. amended 
and restated credit agreement to reflect the resignation and appointments referred to above and 
certain other amendments set forth therein; 

AND WHÇEKEAS on June 16, 2009, the parties entered into a further amended 
and restated credit agreement (the '.'Existing Credit Agreement'-') to, among other-things, amend 
certain covenants of the Boirbwër s'et forth in fee Bxisfeig Cfedif Agreement and the interest rate 
payable On fee advance; 

NOW fHEREPORE tlie parties hereto, agree-as follows: 

ARTICLE! 
INTERPREtATION 

1.1 All capitalized terms used herein and not otherwise defined herein shall have fee 
meaning ascribed in fee Existing Credit Agreement. 

ARTICLE 2 
AIVïENDIVflENTS 

2.1 Article 1 "of the Existing Credit Agreement is hereby àmended-às follows: . 

(a) by deleting the" following iii fee definitioti of "EBITDA" (section à) immediately 
a'fter "(iii) for purposes of any detenniiiation hereunder fof and including all 
periods commencing on the beginning of fiscal 2009 to the fi'scal period ending 
July 31,2010, Terminatioii and Discontinued Store Costs": 



"not to exceed'$500,000 m the aggregate;" 

ahd hy adding die .following in flie definition of "EBITDA" (section a) 
imtnediateiy after for ptH;^ses of any determin^on hereunder for and 
including- all periods commencirig on the beginning of fiscal 2009 to the fiscal 
period ending My 31^2010, Terininatidn and Discontinued Store Costs": 

"and (iv) previously a^e.ed upon consulting-fees and related expenses incurred in 
2009 as part of thé Grayson consuititfgproject not to exceed $186,000." 

ARTICLES 
CONSENT 

The parties-horeto h^refcy consent to the assigsnlent by BTD CP Holding LP of ail 
of its rights and obligations as Administrative Agent to GSO Capital Partners LP. 

ARTICLE 4 
MISCELLANEOUS 

The- Bonfowëf hereby rèspresents. and warrant to .the Lenders and the Agents that 
(a) isll consents# approvals- and au&orizàfions. necessary for the Bcirolver's 
execution,, delivery and performance of this Amendment have been obtained and 
(b) hereby reafifirmS the r^resentatiOns and warranties set forth in the Existing 
Credit . Agrcf^ent as of the date hereof (exc^t to the extent such representatioa 
or warranty expressly relates to an earlier date). 

This Amendment is made in amendment and modification of, but not in 
extingmsbm^t the obligations set forth in the Existing Credit Agreement and, 
exc^t -as specifiedly modified pursuant to tiie terms hereof, the terms and 
oonditÎQns of the Exisfing Credit Agreement remain ia full force and effect 
Nothing b^eiij 'shall liinit in- àny Way the ri^fe. and. remedies of the Lenders 
under the Existing Credit Agreement. The execution, delivery and performance 
by the parries hereto does not in any way constitute a waiyer, forbearance or other 
indulgence ^nth respect to any default Or event of default under &e Existing 
Credit Agreement. 

This Amendment may be exe<mted by the parties in separate counterparts (by 
original or otherwise) each of wluch when so executed and delivered ^11 be an 
original, but all of which, when taken together, shall togetlier constitute one and 
the same instrument 
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IN WITNESS WHEREOF the ̂ larties hereto have exeeuted this Agreement. 

GRAFTQN-FRASERINC, AS 
BOEfeo^ER 

by 

Name: Brian Réel 

Title: Chief Financial OSicer 

BTD CP HOLDINGS LP, AS 
ADMINISTRATIVE AGENT AND 
LEAD ARRANGER 

BY: BTD LEÉylte^neral Partner 

ï^me: George Fail 

Title:... Anthorized Signatory 

by 
Name: 

Title: 

Address: 

280 Park A venue 
Î 1th Floor, Building East 
Nev? York, New York, 10017 

GSO DOMESTIC CAPITAL FUNDING 
(LUXEMBOURG) S.AR.L., AS 
LENDER 

BY: GSO CAPITAL PARTNERS LP, 
ITS COLLATERAL MANAGER 

Name: Marisa J.^eeney 

^ \ \  Title: Autlioiized Signamry 
O 



Addresfs: 

2S0 Pâik Av^iye 
11th. Flpbr, Building East 
NewYoric, New York, 10D17 

GSO OFFSHORE 
HMTIGURRENCY FACILITY 
(LUXEMBOURG) S.A.R.L., AS 
LENHER 

BY: GSO CAPITAL PARTNERS LP, 
ITS PORTFOLIO MANAGER 

OFS AGENCY SERVICES, LLC, AS 
SERVICING AGENT 

BY: ORCHARD Î1RST SOURCE 
CAPITAL, INC., ITS 
ATTORNEY IN FACT 

by 

Name: 

Tide: 



SECOND AMENDMENT TO THE AMENDED AND RESTATED CREDIT 
AGREEMENT 

GRAETON-FRASER INC., 
As Borrower 

- and -

THE GUARANTORS THAT MAY BECOME FROM TIME TO TIME 
PARTIES HERETO 

-and-

OFS AGENCY SERVICES, LLC, 
as Servicing Agent 

-and-

GSO CAPITAL PARTNERS LP 
as Administrative Agent and 

Lead Arranger 

- and -

THE LETTERS FROM TIME TO TIME 
PARTIES HERETO 

Credit Agreement 
made as of May 24,2007, as amended and 
restated as of September 10,2008 and as 
further amended and restated as of June 

16,2009, April 12, 2010 and June 11, 2010 



BETWEEN: 

GRAFTON-FRASER INC., 
a corporation amalgamated under the laws of the Province 

of Ontario, as borrower 

(hereinafter referred to as the "Borrower"), 

- and -

THE GUARANTORS THAT MAY BECOME FROM 
TIME TO TIME PARTIES HERETO, 

(hereinafter referred to as the "Guarantors"), 

-and-

THE LENDERS FROM TIME TO TIME PARTIES 
HERETO, 

(hereinafter referred to as the "Lenders"), 

- and-

OFS AGENCY SERVICES, LLC, 
a limited liability company formed under the laws 
of the State of Delaware, as Servicing Agent for the 
Lenders 

(hereinafter referred to as ftie "Servicing Agent") 

GSO CAPITAL PARTNERS LP, 
a limited partnership formed under the laws of the State of 

Delaware, as Administrative Agent and Lead 
Arranger, 

(hereinafter referred to in its own capacity as "GSO LP" 
and in its capacity as administrative agent on behalf 
of the Lenders, as the "Administrative Agent"), 



WHEREAS on September 10, 2008, the parties to this Amendment amended and 
restated the credit agreement originally made by aiid among GF Acquisition Corp., (a 
predecessor of the Borrower), and.GSO Special Situations Fund LP, as administrative agent and 
certain guarantors party thereto dated as of May 24, 2007 (the "Original Credit Agreement") 
such that GSO Special Situations Fund LP resigned as and was replaced as administrative agent 
and lead arranger by BTD CP Holdings, and OFS Agency Services, LLC was appointed as 
Servicing Agent; 

AND WHEREAS on each of Jime 16, 2009, and on April 12, 2010 the parties to 
this Amendment made further amendments to the Original Credit Agreement to amend certain 
covenants of the Borrower set forth in the Original Credit Agreement, the interest rate payable on 
the advance, certain changes to the definitions of the Original Credit Agreement, and the Lenders 
thereunder consented to the assignment by BTD CP Holdings of its rights and obligations to 
GSO Capital Partners LP (the Original Credit Agreement and all such amendments collectively 
referred to herein as the "Existing Credit Agreeraenf ); 

AND WHEREAS the parties now wish to amend the Existing Credit Agreement 
to amend certain definitions, terms and conditions in connection with a capital reorganization 
and repayment of indebtedness; 

NOW THEREFORE the parties hereto agree as follows: 

ARTICLE 1 
INTERPRETATION 

1.1 Capitalized Terms 

All capitalized terms used herein and not otherwise defined herein shall have the 
meaning ascribed in the Existing Credit Agreement and the term "Effective Date" has the 
meaning given to that term in Section 3.1 of this Amendment. 

All dollar amounts referred to in this Amendment are denominated in Canadian 
(CAD) currency. 

1.2 Incorporation into Existing Credit Agreement 

The Existing Credit Agreement and this Amendment shall henceforth be read 
together and shall have the effect as if all the provisions of such agreements were contained in 
one agreement (the Existing Credit Agreement, as amended by this amendment, the "Amended 
Credit Agreement"). 



ARTICLE 2 
AMENDMENTS 

2.1 Amendments to Section 1.1 - Definitions 

On and after the Effective Date, Section 1.1 of the Existing Credit Agreement is 
hereby amended by inserting the following definition immediately after the definition of 
Management Fees: 

Master Framework Agreement means the agreement made on June IL 2010 
between 1903 Co-Investor, L.P., 1903 Equity Fund, L.P., GB Merchant Partners, 
LLC, HEP Nordi America Investments, L.P., Stonehouse Group, Inc., Glenn 
Stonehouse and Grafton-Fraser Inc. that contemplates: (1) a new CAD $7.0 
million equity investment in Grafton-Fraser Inc. by the Borrower's existing 
shareholders in the form of preferred stock; and (ii) the purchase and cancellation 
of the Stonehouse SubordinatedNote. 

On and after the Effective Date, the definition of EBITDA in Section 1.1 of the 
Existing Credit Agreement is hereby amended and restated as follows: 

"EBITDA" means, for the Borrower on a consolidated basis and for any period, 
without duplication, the amount equal to Net Income less interest income, income 
tax recoveries and any non-cash income included in Net Income and: 

(a) plus, to the extent deducted from Net Income, and without duplication, (i) interest 
expense, income tax expenses, depreciation expense, amortization expense and 
other non-cash expenses (including any non-cash straight line rent adjustments); 
(ii) up to $300,000 per annum of Management Fees paid or accrued by the 
Borrower to GB Merchant Partners LLC, (iii) for purposes of any determination 
hereunder for and including all periods commencing on the beginning of fiscal 
2009 to the fiscal period ending on January 28, 2012, Termination and 
Discontinued Store Costs (which for the avoidance of doubt shall include store-
related severance, lease termination costs and cash losses from discontinued 
stores); (iv) previously agreed upon consulting fees and related expenses incurred 
in 2009 as part of the Grayson consulting project not to exceed $186,000; (v) 
salary compensation and related benefits paid to Glenn Stonehouse and 
Stonehouse Group, Inc. in 2009 and 2010 in connection with his role as Chief 
Executive Officer of Grafton-Fraser, Inc. upon the effectiveness of his 
resignation; (vi) non-store, executive severance incurred in 2009, 2010 and 2011, 
not to exceed $600,000 on a trailing twelve month basis; (vii) third-party 
management consultant fees incurred in the fiscal year ended January 29-, 2011 
and the fiscal year ended January 28, 2012 , not to exceed $400,000 on a trailing 
twelve month basis; (viii) reasonable legal fees and other expenses incurred in 
connection with the Master Framework Agreement, this Amendment and any 
related documentation in cormection therewiÂ; 

(b) less, to the extent added to Net Income, and without duplication, year-erid 
accounting adjustments done in accordance with GAAP; 



provided that foreign exchange gains or losses, including gains or losses on the 
disposition of assets outside the ordinary course of business and restructuring 
charges, shall not be included in EBITDA. 

On and after the Effective Date, the definition of Maturity Date in Section I.l of the 
Existing Credit Agreement is hereby amended and restated as follows; 

"Maturity Date" means November 2, 2013. 

On and after the Effective Date, the definition of Cumulative Free Cash Flow in Section 
1.1 of the Existing Credit Agreement is hereby amended and restated as follows: 

"Cumulative Free Cash Flow" means, at any date, pre-tax incdme for the prior 
fiscal year (determined in accordance with GAAP Net Income plus income tax expenses) 
pluSj to the extent deducted fi'om pre-tax income, and without duplication, (i) non-cash 
interest expense, depreciation expense, amortization expense and other non-cash 
expenses (including any non-cash straight line rent adjustments), less (ii) Capital 
Expenditures and cash Taxes actually paid by the Borrower or any Subsidiary of the 
Borrower during each of the Borrower's fiscal years. 

2.2 Amendments to The Eacilitv (Article 2) 

On and after the Effective Date, Section 2.8 of the Existing Credit Agreement is hereby 
amended by inserting the following clause immediately after clause (d): 

(e) Notwithstanding the requirement for a payment on or before April 15,2011, as 
set out in Section 2.8(b)(ii) above, in connection with the fiscal year ended 
January 29, 2011, a portion of the outstanding advance equal to 25% of 
Cumulative Free Cash Flow, calculated as of the last day of the immediately 
preceding fiscal year of the Borrower, shall become due and payable and the 
Borrower shall prepay such amount at a redemption price equal to 100% of such 
portion. 

2.3 Amendments to Covenants fArticle 61 

On and after the Effective Date, Section 6.1(a)- Financial Reporting in the Existing Credit 
Agreement is hereby amended by deleting the number "105" in the fourth line of section (iii) 
thereof and replacing it with the number "135". 

On and after the Effective Date, Section 6.2(g)(ii) and Section 6.2(g)(iii) - Limitations on 
Capital Expenditures in the Existing Credit Agreement are hereby deleted and replaced as 
follows: 

(ii) for the year ended January 29,2011, $3.00 million; and 

(iii) for each of the years ended January 28, 2012 , January 26, 2013 and January 
25, 2014, $4.00 million. 



On and after the Effective Date, Section 6.3 - Financial Covenants, is hereby amended and 
restated as follows: 

The Borrower covenants and agrees with the Administrative Agent and the 
Lenders that, unless the Administrative Agent and the Required Lenders 
otherwise consent in writing, so long as any Obligation hereunder or under the 
other Loam Documents remains outstanding, the Borrower and any Guarantor: (a) 
shall not, as of each fiscal quarter end of the Borrower set forth below, permit the 
LTM EBITDA to be less than the amount set forth below: 

For the Fiscal Ouarter Ended on or About: Minimum LTM EBITDA: 

January 30, 2010 (Q4) $9.75 million 

May 1,2010 (Ql) $9.75 million 

July 31,2010(Q2) $9.75 million 

October 30, 2010 (Q3) $9.75 million 

January 29, 2011(Q4) $10.0 million 

April 30, 2011 (Q1) $10.0 million 

July30,2011 (Q2) $10.5 million 

October 29,2011 (Q3) $10.5 million 

January 28, 2012 (Q4) $11.0 million 

April 28, 2012 (Ql) $11.0 million 

All fiscal quarters ending fi*om and including 
July 28,2012 to the Maturity Date 

$11.5 million 

(b) shall not, as of each fiscal quarter end set forth below, permit the Consolidated 
Leverage Ratio to exceed the ratio set forth below: 

For the Fiscal Ouarter Ended on or About: Consolidated Leverage Ratio: 

January 30, 2010 (Q4) 5.85X 

May 1,2010 (Ql) 5.85X 

July 31,2010 (Q2) 5.65x 



October 30.2010 (Q3) 5.65x 

January 29, 2011 (Q4) 5.15X 

April 30, 2011 (Q1) 5.25X 

July 30.2011 (Q2) 4.95x 

October 29.2011 (Q3) 4.95x 

Januay 28,2012 (Q4) 4.75X 

April 28.2012 (Ql) 4.75x 

July 28, 2012 (Q2) 4.70x 

October 27,2012 (Q3) 4.70x 

All fiscal quarters ending from and including 
January 26,2013 to the Maturity Date 

4.60x 

(G)-FoF-tiie-purposes-0f-the-eal6ukti©n-of-Semor-fedebtedHess-and-Gonsoiidated-
Leverage Ratio under this Section 6.3, Indebtedness under the Revolving Credit 
Facility shall be the average daily revolver balance for the 90 day period" 
immediately prior to the date of determination of the financial covenants. 

For the fiscal quarters ended May 2010 and July 2010 set out in Section 6.3(b) above, the 
leverage test will be calculated after giving full effect to any reduction of Senior Indebtedness 
made with new equity capital from existing shareholders as contemplated in Section 3.1 of the 
Amendment made as of June 11,2010. 

ARTICLES 
CONDITIONS PRECEDENT 

3.1 CondifioDS to Effectiveness 

This Amendment shall become effective upon the satisfaction of the following conditions 
precedent by the Borrower (the date on which such satisfaction occurs, the "Effective Date"): 

(a) the Administrative Agent shall have received this Amendment duly executed and 
delivered by the Administrative Agent, the Lenders, the Borrower and the 
Servicing Agent; 

(b) the representations and warranties set forth in Section 5.1 of the Existing Credit 
Agreement shall be true and correct as of the Effective Date of this Amendment 
(except to the extent such representation or warranty expressly relates to an earlier 
date); 



(c) no Default or Event of Default shall be in existence or would occur after giving 
effect to any of the transactions contemplated hereby; 

(d) all of the closing conditions of the Master Framework Agreement dated June 11, 
2010 (the "Master Framework Agreement") shall have been satisfied or waived 
by the applicable parties thereto, including the delivery and surrender of the 
Stonehouse Subordinated Note to the Company for cancellation and the 
termination of the Subordination Agreement, the Subordination Amendment 
Agreement, the Stonehouse General Security Agreement dated as of May 24, 
2007 between Stonehouse Holdco and GF Acquisition Corp; and related" 
confirmation and agreement given by the Borrower to Stonehouse Holdco on May 
24, 2007 (the "Stonehouse GSA") and the discharge of any personal property 
security registrations made in respect thereof; 

(e) in accordance with the Master Framework Agreement, the Borrower's existing 
shareholders shall have made an equity investment of $7,000,000.00 in the 
Company, of which $5,500,000.00 of die proceeds thereof shall have been paid to 
the Servicing Agent, for the account of the Lenders to reduce the outstanding 
borrowings imder the Existing Credit Facility, and of which at least $1,200,000.00 
of the proceeds thereof shall have been used to repay outstanding borrowings 
owed to the Revolving Lender; 

(f) any legal expenses incurred in connection with the Master Framework Agreement 
or this Amendment shall have been paid; 

(g) GP Merchant Partners LP shall have confirmed to the Borrower in writing that it 
has written off and forgiven all Management Fees previously accrued that were 
unpaid as of the date hereof; and 

(h) the • Administrative Agent shall have received such additional evidence, 
documents or undertakings as the Lenders may reasonably request to confirm the 
consummation of the transactions contemplated in the Master Framework 
Agreement. 

ARTICLE 4 

EXTINGUISHMENT OF OUTSTANDING DEBT AND THE STONEHOUSE 
SUBORDINATED NOTE 

4.1 Extinguisfamenf of aggregate outstanding advance to the Lender 

On and after the Effective Date, the Lender agrees that if each of the conditions in 
Section 3.1 are met, it will permanently reduce the aggregate amount of the Borrower's 
outstanding Advance to the Lender in an adtfitional amount equal to $638.30 for every multiple 
of $10,000.00 of proceeds it receives fi'om the Borrower as a result of the equity investment 
contemplated in the Master Framework Agreement and in Section 3.1(d) above. For the 
avoidance of doubt, this discount and extinguishment of debt will be available to the Borrower 
only on "the Effective Date and only as it relates to any proceeds received as a result of the equity 



investment described in Section 3.1(d). As of the Effective Date, the aggregate amount of the 
Borrower's outstanding Advance (include accrued but unpaid interest) is $44,185,643.88 and 
after giving effect to the equity investment and subsequent repayments described in Section 
3.1(d), the aggregate amount of the Borrower's outstanding Advance will be $38,334,578.88. 

4.2 Extinguishment of the Stonehouse Subordinated Note 

On and after the Effective Date, each of the Stonehouse Subordinated Note, the 
Subordination Agreement, the Subordination Amendment Agreement, and the Stonehouse GSA 
and any other documents executed in coimection therewith shall be terminated and of no further 
force and effect and any obligations described therein shall be demed to be repaid in full, 
performed or extinguished. 

ARTICLE 5 
MISCELLANEOUS 

5.1 Represenfatioas and Warranties 

On and after the Effective Date, the Borrower hereby represents and warrant to the 
Lenders and the Administrative Agent and the Servicing Agent that (a) all consents, approvals 
and authorizations necessaiy for the Borrower's execution, delivery and performance of this 
Amendment have been obtained; (b) the execution and delivery of this Amendment are within its 
corporate power, have been duly authorized by all necessary corporate action, and do hot and 
will not contravene or conflict with any provision of law applicable to it, the certificate of 
incorporation, by-laws or other applicable organizational documents it; (c) this Amendment is a 
legal, valid and binding obligation of it, enforceable against it in accordance with their terms, 
except as enforceability thereof may be limited by applicable bankruptcy, insolvency, 
moratorium and other laws relating to the enforcement of creditors' rights and by general 
principles of equity, whether considered at law or in equity; and (d) No Default or Event of 
Default has occurred and is existing or will occur after giving effect to the transactions 
contemplated by this Amendment. 

5.2 Consent and Acknowledgement Regarding Master Framework 
Agreement Transactions 

On and after the Effective Date, .the Administrative Agent, the Servicing Agent and the 
Lenders hereby consent to the transactions contemplated' in the Master Framework-Agreement, 
including the purchase and cancellation of the Stonehouse Subordinated Note and the issuance 
and sale of Purchased Shares to the Purchasers (as such term is defined in the Master Framework 
Agreement) (the "Master Framework Agreement Transactions") and acknowledge notice of 
the Master Framework Agreement Transactions in accordance with Si6.1(i)(ix). 

5.3 No other Amendments. Waivers or Consents 

On and after the Effective Date, this Amendment is made in amendment and modification 
of, but not in extinguishment of, the obligations set forth in the Existing Credit Agreement and, 
except as specifically modified pursuant to the terms hereof, the terms and conditions of the 
Existing Credit Agreement remain in full force and effect now and following the transactions 



contemplated by this Amendment. Nothing herein shall limit in any way the rights and remedies 
of the Lenders under the Existing Credit Agreement. Except as provided herein, the execution, 
delivery and performance by the parties hereto does not in any way constitute a waiver of, 
consent to, modification of, forbearance of or other indulgence with respect to any term or 
condition under the Existing Credit Agreement and shall not be deemed to prejudice any right or 
rights which Agent or Lenders may now have or may have in the future under or in connection 
with the Existing Credit Agreement. 

5.4 Governing Law 

This Amendment is a contract made under and shall be govemed by and construed in 
accordance with the laws of the Province of Ontario and the federal laws of Canada applicable 
therein. 

5.5 Loan Document 

This Amendment constitutes a Loan Document. 

5.6 Counterparts 

This Amendment may be executed by the parties in separate counterparts (by original or 
otherwise) each of which when so executed and delivered shall be an original, but all of which, 
when taken together, shall together constitute one and the same instrument. 



IN WITNESS WHEREOF the parties hereto have executed this Amendment. 

GRAFTON-FRASER INC., as Borrower 

By 

Name: 

Title: 

GSO CAPITAL PARTNERS LP, as 
Administrative Agent and Lead 
Arranger 

by 

Name: 

Title: 

by 
Name: 
Title: 

Address: 

280 Park Avenue 
11th Floor, Building East 
New York, New York, 10017 

GSO DOMESTIC CAPITAL FUNDING 
(LUXEMBOURG) S.A.R.L., as Lender 

By: GSO Capital Partners LP, its 
collateral manager 

by 

Name: 

Title: 



Address: 

280 Park Avenue 
11th Floor, Building East 
New York, New York, 10017 

GSO OFFSHORE 
MULTICURRENCY FACILITY 
(LUXEMBOURG) S.A.RiL., as Lender 

By: GSO Capital Partners LP, its 
portfolio manager 

by 

Name: 

Title: 

OFS AGENCY SERVICES, LLC, as 
Servicing Agent 

By: Orchard First Source Capital, Inc., 
its attorney in fact 

by 

Name: 

Title: 



TfflRD AMENDMENT TO THE AMENDED AND RESTATED CREDIT AGREEMENT 

GRAFTON-FRASER INC., 
As Borrower 

-and-

THE GUARANTORS THAT MAY BECOME FROM TIME TO TIME 
PARTIES HERETO 

-and-

OFS AGENCY SERVICES, LLC, 
as Servicing Agent 

-and -

GSO CAPITAL PARTNERS LP 
as Administrative Agent and 

Lead Arranger 

- and -

THE LENDERS FROM TIME TO TIME 
PARTIES HERETO 

.Credit Agreement 
made as of May 24,2007, as amended and 
restated as of September 10,2008 and as 
further amended and restated as of June 

16,2009, April 12,2010, June 11,2010 and 
March 18,2011 



BETWEEN: 

GRAFTON-FRASER INC., 
a corporation amalgamated under the laws of the Province 

of Ontario, as borrower 

(hereinafter-referred to as the "Borrower"), 

-  and-

THE GUARANTORS THAT MAY BECOME FROM 
TIME TO TIME PARTIES HERETO, 

(hereinafter referred to as the "Guarantors"), 

-  and-

THE TENDERS FROM TIME TO TIME PARTIES 
HERETO, 

(hereinafter referred to as the "Lenders"), 

-and-

OFS AGENCY SERVICES, LLC, 
a limited liability company formed under die laws 
of the State of Delaware, as Servicing Agent for the 
Lenders 

(hereinafter referred to as the "Servicing Agent") 

GSO CAPITAL PARTNERS LP, 
a limited partnership formed under the laws of the State of 

Delaware, as Administrative Agent and Lead 
Arranger, 

(hereinafter referred to in its own capacity as "GSO LP" 
and in its capacity as administrative agent on behalf 
of the Lenders, as the "Administrative Agent"), 



WHEREAS on September 10,2008, the parties to this Amendment amended and 
restated the credit agreement originally made by and among GF Acquisition Corp., (a 
predecessor of-the Borrower), and GSO Special Situations Fund LP, as administrative agent and 
certain guarantors party thereto dated as of May 24, 2007 (the "Origina! Credit-Agreement") 
such that GSO Special Situations Fund LP resigned as and was replaced as administrative agent 
and lead arranger by BTD CP Holdings, and OFS Agency Services, LLC was appointed as 
Servicing Agent; 

AND WHEREAS on each of June 16,2009, April 12,2010 and on June 11,2010 
the parties to this Amendment made further amendments to the Original Credit Agreement to 
amend certain covenants of the Borrower set forth in the Original Credit Agreement, the interest 
rate payable on the advance as well as certain changes to the definitions, terms and conditions in 
connection with a capital reorganization and repayment of indebtedness on June 11, 2010, and 
the Lenders thereunder consented to the assignment by BTD CP Holdings of its rights and 
obligations to GSO Capital Partners LP (the Original Credit Agreement and all such amendments 
collectively referred to herein as the "Eirisfing Credit Agreement"); 

AND WHEREAS the parties now wish to amend the Existing Credit Agreement 
to further amend certain definitions; 

NOW THEREFORE the parties hereto agree as follows: 

ARTICLE 1 
INTERPRETATION 

1.1 Capitalized Terms 

All capitalized terms used herein and not otherwise defined herein shall have the 
meaning ascribed in the Existing Credit Agreement, 

All dollar amounts referred to in this Amendment are denominated in Canadian 
(CAD) currency. 

ARTICLE 2 
AMENDMENTS 

2.1 Amendments to Section 1.1 - Definitions 

The definition of EBITDA in Section 1.1 of the Existing Credit Agreement is hereby 
further amended as follows: 

In Section 1.1 (vi) "non-store, executive severance incurred in 2009, 2010 and 
2Ô11, not to exceed $600,000 on atrailing twelve month basis;" shall be replaced 



with "non-store, executive severance incurred in 2009, 2010 and 2011, not to 
exceed $1,200,000 on a trailing twelve month basis;" 

In Section 1.1 (vii) "third-party management consultant fees incurred in the fiscal 
year ended January 29, 2011 and the fiscal year ended January 28, 2012 , not to 
exceed $400,000 on a trailing twelve monfii basis;" shall be replaced with "third-
party management consultant fees incurred in the fiscal year ended January 29, 
2011 and the fiscal year ended January 28, 2012 , not to exceed $800,000 on a 
trailing twelve month basis;" 



IN WITNESS WHEREOF the parties hereto have executed this Amendment. 

GRAFTON-FRASERINC., as Borrower 
/\ . ' 

By 
• • • U —r- _ 

Name: 

Title: 

GSO CAPITAL PARTNERS LP, as 
Administrative Agent and Lead 
Arranger 

Title: 

Address: GSO DOMESTIC CAPITAL FUNDING 
(LUXEMBOURG) S.A.R.L., as Lender 

280 Park Avenue 
11th Floor, Building East By: GSO Capital Partners LP, its 
New York, New York, 10017 collateral manager 

by 

Name: Marisa J. 

Title: Authorizes Signatory 



Address: 

280 Park Avenue 
11th Floor, Building East 
New York, New York, 10017 

GSO OFJFSHORE 
MULTICURRENCY FACILITY 
(LUXEMBOURG) S.A.R.L., as Lender 

By: GSO Capital Partners LP, its 
portfolio manager 

OFS AGENCY SERVICES, LLC, as 
Servicing Agent 

By: Orchard First Source Capital, Inc., 
its attorney in fact 

by 

Name: 

Title: 



Adïimji/fwKr 

GRAÎTON-FRASEK me., 
Às B.orf 

f â n d - -

TÏÏE GifARANTORS THÀÏ MAY BRCDMÉ MÔM tîME TO TIME 
PARTIES HERETO 

-and-

ÔFS AGENCY SERYTCÏESi LLC, 
as Sèr^icm^Ageiit 

-and-

GSO CAPITAL FARtNïîRS LP 
as Âdtttlnistpâtiv^Âgênit and 

LeadArranger 

- ^ d -

M^de as of Mity 24j 20P7) as améiSaëd^^d 
restated as oî Siepleetber 10j2PQ$=an.d as 
further amended and restated- as oL June 
16,2009 and furthei" amended as of Agril 
12,2010, June 11,2010s Marth 18,2011 

and Bèeembër 31,2012 



B E T W E E N :  

GEAFFÔNrFfâBjER MG-i à. amalgamated 
imàèr^ê-laws ôf'i^e-P^viàçe.of ÔafeTOj as borrows 

(fièrcmaô^tefeiië'étô as tKê "Borrower")-, 

-and-

TÇE GU^OtAîirrOHS THAT ARE PARTIES TO THE 
E5HiSTiiSr<â GRÊHJT AGREEMENT (AS DEEINEP 

ÇïêréiJi^èr ireferire^ tô as .dîê "i^araBtQi^^)', 

-..âfîd -

THE LENDEI^, TiSAT ARE PARTIES TÔ THË 
EXISTING GRI^IT. AGïïEEMENT (AS REEINED 
BËÏ:b% 

(her!smail̂ .refeEred ta: as dje "Lenders"), 

- and -

ÔFS AGÈNê  ̂ SjERtTCËS .̂ LLC, a limited- liability 
çoî any fômied tuider thè lâw5 the State of Qèlaware, 
as SeMeiûg Agent é)rthe Lenders 

IJieremafter refexed to as tbe "Servicing A^ni") 

- â f t d -

GSÔ -ÔAPFTAL ÈARTNÊEÉS, a:- îîmîfêd partnership' 
fomtedi -icmder. ilie laws of Sfete of Delaware, as 
AdnnMshrâtiye Agent add LëâdArfa^ër, 

"{heremafter referred-to in its o.'wn capacity as "GSÔ. LP"" 
-^d in its capacity as adndmStrâtivê agent on behalf of the 
LenderSj as die "Administrative Agent"), 

MU#4 2010602-2 



A 

rn WIÏËREAS' GF Ac'qaîsido '̂,CO ĵ die prediK:»ss9r by amB^anfatiott to the" 
I" :  Ppi towier j , .  . . |n^  OS^Çî '  ^ .çpM Sl. tbat iotô 'Fai id  LP wfé-pàr^ë^ to:  a  cr^f t -àgr^i t tent  datë^  ̂  of  

"_]  Mày 200'^  Wit i fa :  te  ^ îantbRï- that  niày fe 'écdïûe-  f roBiï :  tà ï iê  tô '  t îô ïè  pai t iès  îKêrêtô-ai i î ' t i ié  
lendm-^l-jnaybocomefrom-^tee îcteçt:p^tës'therê& ""0i^^.n4 «fiiîedtt^^gr'eiçmenf'); 

a 

X-

u. 

Wro]RE:îV^"t&e;. oïi^§L te ;Cf^ît Âgréeméiit 
.subsè(piëii% assi^ed &êîfl^rtidipaSôlaS'^as/sûèliiéîm î^ ^ te.ag^gate 
Ootet^ding. Advaitoe'Caà suobîèî# iS^bêrëM^ëï-défini i^Mb|sj 

AKD WHEREAS- dïl Septemb^ • 1% 2008^ GSO. Spêd^l è^itud^bïis- Fond-ÊP" 
"X resigned as admxmstiative agetjt and", lead arroger- tmder the Grî^aî -Gredit. Agreement and 

BTD CP HQldiîigs'-<for£dërIy kioW âS GSO Gap® F^rièrs' W ^d-'bSO." CP fîbîdhigâ LP)-Was^ 
appointed to sucbtîQsidbBs; 

^ Whereas .©n- s^tember- .10, 250^8, ÔPS. Agepçy Seryîçes,. LLÇ w;^-
"—• appbihtëdte^iyîèih^iAgfe&t^d-^ged^cf:^girËieeeitA'respdnaiéte 
^ rê^onsibflify of the admimsfeatîve agent; 

[j AîpS WHERÉÂjS'Oh; Sbptétnber 10^ 2QÔ|;, te p^és" éiit^êd into ap .amended 
and restated: prédit ^eeiîient to rèfiëet the iêsi^adop afid ^poîntmerits té&îrèd to" above and 

n certain other amendment set-forth therem; 

ANO' WHEREAS-On June Id, 2Ô0Pi. April 12y 2010; -June-11,. 2010 andMarch 
P"^ 18y 2011 the parties to-fiiis Amendment made fhrteraiinen^enip- to the amended and restated 

: credit agreement tQ,. .among o&er ameiid ced^; coyèflàhtà of thé Bo^p.Wêr aêt forth in-
the Originat Crédit Â^éèmefl^ thé- interest rate payable on the advance and make certain 

^ changes-.to the. defaitiops, .terms, and éondihpns -m.cçhhéctiOa."Wîîh ^italréOfg^iSahdQ and 
' i repayment of îndébtèi&éss on Junè 11; 2"DiOj -and tih© Lenders tereundet consented to the 

assignment-by foldings ofikri^ts and.obligadons to CSQ'C^.hal, P'artei LF^ç-
Ori^^ Cf^it Agfée^ént and all such aïâehdmetit^ côîiedtîVëly- refè'rréd.td herein ss the 
'Ensting bredit'Agp^ecffleiif 

AND WÉEÈREAS the parties now wish to-amend Existing Credit Agreement 
to amend certain, deffidtions;. tetms and coriditiOns iit connection with 'a repayment of 
indebtedness; 

NOW THEREFORE the parties hérem agree as follows; 

ARTICLE I 
INTESPRETATIOK 

1.1 Capitalized Terms 

All capitalized terms used herein, and' not om^rwise. defined herein shall have: the. 
meaning ascribed in the Exis&ig Credit Agreement 

Mil#: 2Û 10^022 



'^é of Date*' SëetÎGn I.-l of tîfô Bîdsting: <!kedit 
Ài^g^ffieûtis hçreby'affleiïcîôd% çiiangiog •'kQyember;2, to '"November 3, 
20H'* 

A-iif^ëiïHméflts td-Fàcife 

^eoîioB, 2>S-. of.tîie. Bxfetîng-.C.redît Agreement is Êereby amended by msertmg the 
îôHô'^g; eîâ^è' ianoediàtèiy after daiise (e) in Section 2,S - Mandatory 
PmgaymeatS;. 

•'ip î^iotvyîih^^indiiîi^ Seetioîï .2.8(bXîO abpye^ n portion of the oitfst^dmg 
•Advance edpat to 50% of thé'^Gnmtdative ÎFrée Oash.Fiow for fee èscaî year 
ende^i ,Februa^ '2,, "çaleul^ed as of syeji date, shall not become dne and 

oa Api^t tg^Bprro.wer- shall be requited fesuCh amodat 
Off sûch:dat^ .bM suck poîte)n ôf fee outatamÉng: Advance shall become due and 
payable •iristêad-..QiX' S.ëôtierj|6.êF and fee Bomiwer shdl pfépày sudi 
amouilt at: à redbmptrofi pnce e^uai to 100% of such portion on suoh date." 

Amendmettts to COVî ants ('Article 6  ̂

Artielé .6 (Covenants) of the Ejdstmg Credit Agreement iis farther amended 'as 
follows: 

In all'instances where the. term "fiscal year ended January 26, 2013" is used, it 
shaii bedelétëd arid r^Iaced with "fisci year aided February 2-, 2013" to reflect 
fee Borrower's coïrecf fiscal year end;- and 

•Seçfion .6^2(g)i^3 - EJhfeafio^, oh C^iM E^nfeferes fe fee Eating Credit 
A^emeht -is- hereby aïnen<^ by chan^g '-(fe) for each of -the years .aided 
January 28,201-2, Janua^"26,2013 .and JEuauaiy 2.5,. 2.014, $4.p0,-miliï0ii" to" "(Hi) 
fof "ênchôffeeyea^srein^Jaûua^ February 2^20.13, January 25,2014 
and January 31 > 20Ï 5, $4.00 nnlhon^ 

AEXÏGUE3 
GOnÙïtïÔm PRECEDENT 

Goadiëons to Effectiven^s 

TMh Agréemehit- shall not be effocïiyé until fee date on which each of the 
foÛowingiCondMôns is safisfied by fee BorroTyen 



on..or before Êecen^êr 31, 201^ tiie" Borrower shall prepay'SSvOOOjOtfÔ of thè 
o^sfan^g A(îvâocê;ata-redeiîîpiKpîipîiçe-eqoal'to lOG'^oftîieprineipàl amount 
of the COiiiiniftrièhts b'émg^prépaîd; 

the- Revolvûig Lender shall- have 'agreed, to amend the. maturity date- of thé' 
Revolviiig Cr^t -Fâeility fcotà jb<^ber 4,2.013 to Oetobét 3v 20 

the féptesentadbhS "and wait^hes set; fôfÈ; in Artîeïé- 5" (Sbpfion 5<'l) of the 
Existii^ Gredit Agreemetd- shall .he. true and correct as of fee date of -this 
Amendmeiit (except to the-; extent sueh reprêsentâtiOîi 'or' wâijâri^ exprèssly 
relatés to ân eârlier daï^; and 

no-D'efeullor-E'vent of Deféulîshall have occurredand be contmuing. 

AJlTIGLEd 
mÉGÈLhAmbVÊ 

The Borrower: hereby represent and wairam to-fee Lendêts and the Agents that 
(a) all OoTi^ents,. ^prOvals âïd aufeorîzatîohs. ihecessà^ for- thëi Bôrrowèr^'s-
execirtion,- delivery and performanee of thfe Arnendmenthaye been obtained and; 
(b) hereby reaffî^^ the rêpreàeàtadons. and ^àErâhliés set forth in the Existing 
dreOttt-Agreement ̂ as of fee date hereof (except tO'the extent such représentation; 
Or •warranty expressly relatés to an earlier date)i 

This Ameaidiftent is made, iii ameiidment and mofefieation o% but not m 
exdnguishnrent the. o.bIigatipns. set forth in- the Existing Credit Agreement. an<L 
except' aS specifically .modified pursuant to the tenns hèreO^. the- terins and 
condidons of the Existing Credit Agreernem: remain .ih full force, and effect 
Nothing hêrem shall lindt m any way fee ri^ts and rérnédiçs of fee Lenders 
under the E^cisting Credit Agreement. The execution, deliveiy and performance: 
by the parties- hereto dbes not in ̂ y way.coiisfitute a waivér; fotbearance or pfeeir 
indulgence with respect to any default Ot Cvent of default under the Existing. 
Credit Agreement, 

This Arnendîûéht mây bé executed by fee .parties; in septate cO'unteipàrfâ" (by 
original or Otherwise) each of which wheàa so. executed and deiLVered shalï-b.e. an 
ori^al, but aE of whici^ when taken togefeer, shall togefeer constitute One and 
the same instrtiment. 
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\VITMÉ.SS WHEKEÔÏ' tËe pairiies teeto .hav^ executed this Â'^eemeut 

GRAFTON-FÎRASËR ma, as Berrôwer 

By 

Nàme:. 

Title; 

GSÔ ÊÂPïTAJb :FÂjEtXNÊS$Ï.P, as 
Âdmi^tr^^è Agëtit âjÈtd Lead 
Ariràngêr 

Name:-
Title: 

Address: 

345 Park Avenue 
31^ Floor 
New York, New York^ 10154 

GSO DOMBSnc CAPITAL FUNDING 
(LUXEMBOURG) S,A.RX,, as Lender 

By: GS© Capital Partners LP> its 
colliatersil stahager 

Mll#;2Ô10602.2 



Addressi 

345: Park Avenue 
sr'.Elbbr 
Hew York, New York, 10154 

GSO OFFSHORE 
IVIULTiCURRÉHCY FACILITY 
(LUXEMBOURG) S;A.R.L., as Leïidéf 

By: GSO Gâ|jtîtàl Failpers LPj its 
por^oIiO manager 

by 

Name: 

TMe: V J 

OFS Agency SEï^YïCESi LLC, as 
SémcfegÀgêBt 

By: Qrc&ard First Source. Capital, Inc., 
its. .attorney in ISet 

by 

Name; 

TMe: 

Mtir: 2010602.2 



D 
EXECUTION COPY 

n AMENDING AGREEMENT 

.,_ • THISÂGItEEMENT made asof Jtine 17,2014, 

B E T W E E N :  a 

"H GRÀFTON-FRASER INC., a corporation amalgamated 
j under the laws "of the Province of Ontario, .as borrower 

n (hereinafter referred to as the "Borrower"), 

1,.; -and-

^ THE GUARANTORS THAT ARE PARTIES: TO THE 
I EXISTING CREDIT AGREEMENT (AS 0EE)SÉ[) 

BEEOAV), 

(hereinafter referred to as the "Guarantors"), 

Tl., - and -

a 

a 

THE LENDERS THAT ARE PARTIES TO THE 
EXISTING CREDIT AGREEMENT (AS DEPINîB 
BELOW), 

(hereinafter referred to as the "Lènd'ers"), 

- and -

IL, DPS" AGENCY SERVICES, LLC, a Uinited liability 
oonipany fdrmed under the laws of the fete of D'elàWard, 
as Servicing Agent for tlie Lenders 

p. 
(hereinafter referred to as the "Servicing Agent") 

-and-

GSO CAPITAL PARTNERS, LP, a limited partnership 
formed under the laws- of the State of Delaware, as 
Administrative Agent and Lead Arranger, 

(hereinafter referred to in its own capacity as. 'tîSO LP" 
3-, atid in its capacity as administrative agent on; behalf of the 

Lenders, as the "Administrative Agent"). 

MtlA': 2126158.4 



WÈERÈAS GF Acqui^îion Coîp., th.e predecessor by amalgaiûation to the 
Boitowerj and GSO Special Situations Fimd LP were pardes to a credit agreement dated as of 
May 24i 2007 with Âe. guarântofs that mây becdme from thme to thn© parties thereto and the 
lenders that may become froni time to time parties thereto (the "Ôrighaal Credit Agreement"); 

AND: WHEHEAS on Sept^ber 10, 200S, GSO Special Situations Fund LP 
resigned as adrnfrtistrative agent and lead, arranger under the Original Credit Agreement and 
BTD CP Holding LP (formerly Itnown as GSO Capital Partners LP and GSO CP Holdings LP) 
was appointed to such positions; 

AND WHEREAS on Septemb^* 10, 2008, OPS Agency Services, LLC was 
app6inted-the Servicing Agent.mid agreed to assume certain responsibilities previously under the 
responsibility of the administrative agent; 

AND WHEREi^ on September 10, 2008, the parties entered into an amendisd 
and restated credit agreement (the "Second AmmiJ^ and. Restated Credit Agreemeiit-') to reflect 
the resignation and appointments- referred to above and certain Other amendments set forth-
therein; 

AND XVMREAS on toe" Ifî, 20*09; the parties to this Amendment ^tered into 
an amended and. rented credit agreement (the "Third Amended and- Restated Credit 
A^eement") fd amend certain covenants of the-Boitower, and on April 12,2010, June 11,2010, 
March 18,2011 and December 31^ 2012, the parties to the Third Amended and Restated Credit 
A^eêment made further améhdmoîts to the Third Amended and Restated Credit Agreement to, 
among' other things, amend certain covenants of the Borrower set fortia in the Third Amended 
and Restated Credit Agreement, the.imerest rate payable on the Advance, make certain changes 
to the definitions, terms and conditions in connection with the capital reorganization and 
repayment of indebtedness on June 11,2010 and extend the. Maturity Dare to November 3,2014 
and make- certain other changes to the definitions, teims' and conditions in connéctiott with a 
repayment of.indebtedness on December 31,20Î2, and the Lenders thereunder consented to the 
assighment by BTD CP Holdings LP of its rights and obligations to. GSO Capital Partner, LP 
(the Third Amended and Restated Credit Agreeinoit and all such amendments collectively 
refeîiéd to herein as the "ExfSfiiig Credit Agreement"); 

•AÇ® WHEREAS die paires now wish to ameûd the Existing "Credit Agreement 
to amend certain definitions, terms and conditions in connection with a repayment of 
indebtedness; 

NOW THEREFORE the parties hereto agree as follows: 

ARTICLE 1 
INTERPRETATION 

1.1 CapitaHzed Terms 

All capitalized terms" used herein and not otherwise defined herein shall have the meaning 
ascribe in the Existing Credit-Agreement. 

MtJ#r 2126158.4 
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ARTIâEi 
AMENDMENTS 

2.1 Amendments tq" Befiaittong (Séctiba 1 

Ôn the Effective Date,, Section 1.1 Cf the Existing-Credit Agreemeat shall be amended as 
follows: 

(a) The definition of "in Section- LI of the Exié^g Credit Agreement 

plus (ix) inventory liquidation costs incurred betweeir February 2,. 2014 and 
April 5, 2014, not to exc^ $2,400,000, less an inventoiy reserve of $900^000''*; 

(b) The. definitioii-;of*Tiitercst Rate"-in Section "LI of.the Existing-. Credit. Agreement-

subject to adjustment pursuant to Section 2 j 0(b)"; and 

(o) the definition of "Maturity Date" in Section 1.1 of tfie Existing Credit 
Agreement shall be deleted in its entirety and replaced by tile following: 

""Maturity Date" means October 4,2015". 

2.2 Amendments to Interest on Advance tSecfibn 2.101 

On the Effective Date, Section 2.10 of the Existing Credit Agrègent sMiï be amended 

"If the Advance has not been repaid in full on or before October 4, 2014 (the 
"Fii^t Interest Increase Date"), the Ihtêrèst Rate shall be increased by (i) 2% 
(200 basis points) per annum if the Borrow^ elects to pay such additional interest 
in kind or (ii) 1.75% (175 basis points) per annum if the Borrov/éf elects to pay 
such additional interest in cash (the "First Interest Increase"). The Borrower 
shall elect to pay the First Interest Increase in kind or in c^ by written notice to 
the Adininisfiativc Agent on or before the First- Interest Increase Date. If the 
Borrower fails to deliver such notice to the Administrative Agent on or before the 
First Interest Increase- Date, the Borrower shall be deemed to-hâve elected to pay 
the First Interest Increase in cash. 

If the Advance has not bem repaid in full on or before December 31, 2014 (the 
"Second Interest Increase Date"), the Interest Rate shall be increased again by 
(i) 1.5% (151) basis points) per minum if the Borrower dects to pay such 
additional interest in kind or (ii) L2S% (125 basis poiiits) per annum if the 
Borrower elects^ to pay suck additional interest in cash- (ihe "Second Interest 
Increase"). The Borrower shdl elect to pay the Second Interest -hicrease in kind 
or in cash by written notice to the Administrative Agent on or before the Second 
Interest Increase Date: If the Boirov^f fails to deliver such notice to the 
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Adsiiijistrative^ Agent on or before the Second Interest Increase Date, the 
Borrower shall be deenfed to hâve elected to pay the Second Interest Increase in 
cash. 

If the Boirower. elects to pay the Fiï^t Interest Increase and/or due "Second Interest 
IncàesÈe in kiiid in accord^cO with this Section 2U0(b), such portion of the 
Interest Rate shall be capitalized-and added on-each'^pilcable Interest Payment 
Date to the- principal amount of die outstanding Advance and shall not be payable 
in cash. Any interest capitalized in accordance- with this Section 2.10(b) shall 
form part of-the principal amount of the outstanding Advance and shall thereafter 
bear inters at the Interest Rate^" 

2.3 Amendmepte to Financial Cdvenants fSecdon 63  ̂

On the Effective Date, Section 613 of the Eïcîsting Grédit Agreement shall be deleted in 
its entirety ahd replaced by die followifig: 

"The Borrower covenants" and agrees with the Adrainistrative Agent and the" 
Lenders that, tadjMS. the Administrative Agent and the Required Lenders 
otiiisrwise consent in writing; so long as any Obligation hereunder or under the 
other Loan Documents r^ains outstanding, the Borrower and the Guarantors: 

(a) sh^ not, for; each period "Set foith below^ permit the.EBIDTA to be less diat 
the amount set ibrtii below: 

Period: Mhrimum EBITDA 

From February 2,2014 to May 3,2014 $0.1 million 

From.February 2,2014 to August 2,2014 $5.3 million 

From-February 2, 2Ô14" to November 1,2014 $7.2 ariUion 

Frorn February 2,2014 to January 31,2015 $ ILS million 

From May 4,2014 to May 2,2015 $11.5 million 

From August ̂ .2014 to August-1,2015 $11.5 million 

(b) shall not, .as- Of each fiscal quarter end commencing, with the fiscal quarter 
ending January 31, 2015, permit the Consolidated Leverage Ratio to exceed 
4.60X. 

For the purposes of the calçuladoa of Senior Indebtedness and Consolidated 
Leverage Rafio under this Section 6.3, Indebtedness under the Revolving Credit 
Facility shall be the average daily revolver balance for the 90 day period 
immediately prior to the date of determination of the financial covenants." 
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AKTÏGLÊ3 
CONDITIONS PL^CEDENT 

3.1 Conditions to: Effecfiyeness 

This Agreement- shall become effective satis&ctiOn of thé following eonditioiis 
precedent by thé Borrower (the d.nté oft' which satisàetion occurs, the "Effêctîve Date"): 

(à) the Borrower shall have pmd to tiie Àdfninistratîve Agent ah amendment fee in an 
amoiint of $87,872; 

(b) the representations-and warrantrès set forth In Section 5.1 of tile Existing Credit 
Agrément, shall bé true and-correct as of tiie date 'ofAis .Amendment (except-to 
the extent such r^resentation Or W^arity ei^rCssIy relates to an earlier daté)'; and 

(c). no Default or Event of Default shall have occurred and be continuing. 

ARTIGLE4 
MISCELLANEOIIS 

4.1 Representations and Warranties 

The Borrower hereby représents and- warrant to Ae Lenders and the Agents that dl 
consents,, approvals and autixonzations necessary for the Borrower's^ execution^ delivery and 
performance of this Arftendftient have been obtained and hereby reafflmSs the representations 
and warranties set forth in the Existing Credit Agreement as of the date , hereof (except to the 
extent such representation or warranty expressly relates to an earlier date),. 

4;2 No otheft Amendments. Waivers or Consents 

This Amendment is made, in amendment and. modification of, but-mot in extihguishment 
of, the obligations set forth ift the Existing Credit Agreement aad, except-as^cifically modified 
pursuant to the terms hereof, the terms and conditions of the Existing Credit Agreement remain 
in full force and effect; Nothing herein shall liniit in' any way the rights and remedies of the 
Lenders under the Existing Credit Agreement The executiOfti delivery aftd performance by the 
parties hereto does not in any way constitute a waiver, fo'rbe^ance or other indulgence with 
respect to any default or event of default under the Existing Credit Agreeibenl, 

4.3 Counterparts 

This Amendment may be executed by the parties in separate counterparts (by original or 
otherwise) each of which when so executed and delivered shall be an original, but all of which,, 
when taken together, shall together constitute one and the same instrument 

[REMAINDER OF PAGEÎNTENTIONALLY L.EFT BLANK] " 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement 

GRAFTÔN-FRASER INC.j as Borrower 

Name: 

Title; 

GSO CAPITAL BÀRTNERS^ LP, as 

tide: 

Address: 

345 Padc Avenue 
31st Floor 
New York, New York, 10154 

GSODOiMQESTiC CAPITAL FUNDING 
(LXJXEMBOÛRG) S.A.RL., as Lender 

By: GSC^apital Partners LP, its collateral 
tnanagei 

by 
Name: Marisa 
Title: Authorfeed Si 

Mtl#: 2126158.4 
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Address: 

345 P^k Avenue 
31st Floor 
New York, New York, 10154 

OSO OFFSHORE MUX^tlGURRENCY 
FACELÏTV (LUXEMBOURG) S.A.R.L., as 
Lender 

By: GSO Coital Partners LP, its portiaKô 
manager f \ 

Namè: Marisa' Bée^y"^ 
Title: Authoriisd Sign^A 

OFS AGENCY SERVICES, LLC, as 
Servicing Agfeht 

By: Orchard First Source Capital, Inc., its 
attorney in fact 

by 

Name: 
Title: 
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EXECUTION COPY 

4. AMENDING AGREEMENT 

X 

TfflS AGREEMENT made as of July 7th, 2015, 

B E T W E E N :  

GRAFTON-FRASER INC., a corporation amalgamated 
under the laws of the Province of Ontario, as borrower 

L (hereinafter referred to as the "Borrower"), 
I 

- and -
X 

THE GUARANTORS THAT ARE PARTIES TO THE 
EXISTING CREDIT AGREEMENT (AS DEFINED 

"i BELOW), 

(hereinafter referred to as the "Guarantors"), 

- a n d -

THE LENDERS THAT ARE PARTIES TO THE 
X EXISTING CREDIT AGREEMENT (AS DEFINED 

BELOW), 

X (hereinafter referred to as the "Lenders"), 

1J - and -

OFS AGENCY SERVICES, LLC, a limited liability 
company formed under the laws of the State of Delaware, 

^ as Servicing Agent for the Lenders 

I (hereinafter referred to as the "Servicing Agent"), 

- and -

GSO CAPITAL PARTNERS, LP, a limited partnership 
1 formed under the laws of the State of Delaware, as 
I : Administrative Agent and Lead Arranger, 
i 

^ (hereinafter referred to in its own capacity as "GSO LP" 
and in its capacity as administrative agent on behalf of the 

J Lenders, as the "Administrative Agent"). 
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WHEREAS GF Acquisition Corp., the predecessor by amalgamation to the 
Borrower, and GSO Special Situations Fund LP were parties to a credit agreement dated as of 
May 24, 2007 with the guarantors that may become from time to time parties thereto and the 
lenders that may become from time to time parties thereto (the "Original Credit Agreemenf ); 

AND WHEREAS on September 10, 2008, GSO Special Situations Fund LP 
resigned as administrative agent and lead arranger under the Original Credit Agreement and 
BTD CP Holdings LP (formerly known as GSO Capital Partners LP and GSO CP Holdings LP) 
was appointed to such positions; 

AND WHEREAS on September 10, 2008, OFS Agency Services, LLC was 
appointed the Servicing Agent and agreed to assume certain responsibilities previously under the 
responsibility of the administrative agent; 

AND WHEREAS on September 10, 2008, the parties entered into an amended 
and restated credit agreement (the "Second Amended and Restated Credit Agreemenf) to 
reflect the resignation and appointments referred to above and certain other amendments set forth 
therein; 

AND WHEREAS on June 16, 2009, the parties to this Amendment entered into 
an amended and restated credit agreement (the "Third Amended and Restated Credit 
Agreement") to amend certain covenants of the Borrower, and on April 12, 2010, June 11,2010, 
March 18, 2011, December 31, 2012 and June 17, 2014, the parties to the Third Amended and 
Restated Credit Agreement made further amendments to the Third Amended and Restated Credit 
Agreement (the Third Amended and Restated Credit Agreement and all such amendments 
collectively referred to herein as the "Existing Credit Agreement"); 

AND WHEREAS the parties now wish to amend the Existing Credit Agreement 
to amend certain definitions, terms and conditions in connection with a repayment of 
indebtedness; 

NOW THEREFORE the parties hereto agree as follows: 

ARTICLE 1 
INTERPRETATION 

1.1 Capitalized Terms 

All capitalized terms used herein and not otherwise defined herein shall have the meaning 
ascribed in the Existing Credit Agreement. 

ARTICLE 2 
AMENDMENTS 

2,1 Amendments to Definitions ISection l.D 

On the Effective Date, Section 1.1 of the Existing Credit Agreement shall be amended as 
follows: 
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(a) The definition of "Interest Rate" in Section 1.1 of the Existing Credit Agreement 
shall be deleted in its entirety and replaced by the following: 

""Interest Rate" means 15% per annum"; and 

(b) the definition of "Maturity Date" in Section 1.1 of the Existing Credit 
Agreement shall be deleted in its entirety and replaced by the following: 

""Maturity Date" means 

2.2 Amendments to Financial Covenants (Section 6.31 

On the Effective Date, Section 6.3 of the Existing Credit Agreement shall be deleted in 
its entirety and replaced by the following: 

"The Borrower covenants and agrees with the Administrative Agent and the 
Lenders that, unless the Administrative Agent and the Required Lenders 
otherwise consent in Writing, so long as any Obligation hereunder or under the 
other Loan Documents remains outstanding, the Borrower and the Guarantors: 

(a) shall not, as of each fiscal quarter end, permit the EBIDTA for such fiscal 
quarter and previous three fiscal quarters to be less than $10.5 million; and 

(b) shall not, as of each fiscal quarter end, permit the Consolidated Leverage 
Ratio to exceed 4.60x. 

For the purposes of the calculation of Senior Indebtedness and Consolidated 
Leverage Ratio under this Section 6.3, Indebtedness under the Revolving Credit 
Facility shall be the average daily revolver balance for the 90 day period 
immediately prior to the date of determination ofthe financial covenants." 

ARTICLES 
CONDITIONS PRECEDENT 

3.1 Conditions to Effectiveness 

This Agreement shall become effective upon satisfaction of the following conditions 
precedent by the Borrower (the date on which satisfaction occurs, the 'TEffective Date"): 

(a) the representations and warranties set forth in Section 5.1 of the Existing Credit 
Agreement shall be true and correct as of the date of this Amendment (except to 
the extent such representation or warranty expressly relates to an earlier date); and 

(b) no Default or Event of Default shall have occurred and be continuing. 
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ARTICLE 4 
MISCELLANEOUS 

4.1 Representations and Warranties 

The Borrower hereby represents and warrant to the Lenders and the Agents that all 
consents, approvals and authorizations necessary for the Borrower's execution, delivery and 
performance of this Amendment have been obtained and hereby reaffirms the representations 
and warranties set forth in the Existing Credit Agreement as of the date hereof (except to the 
extent such representation or warranty expressly relates to an earlier date). 

4.2 No other Amendments. Waivers or Consents 

This Amendment is made in amendment and modification of, but not in extinguishment 
of, the obligations set forth in the Existing Credit Agreement and, except as specifically modified 
pursuant to the terms hereof, the terms and conditions of the Existing Credit Agreement remain 
in full force and effect. Nothing herein shall limit in any way the rights and remedies of the 
Lenders under the Existing Credit Agreement. The execution, delivery and performance by the 
parties hereto does not in any way constitute a waiver, forbearance or other indulgence with 
respect to any default or event of default under the Existing Credit Agreement. 

4.3 Counterparts 

This Amendment may be executed by the parties in separate counterparts (by original or 
otherwise) each of which when so executed and delivered shall be an original, but all of which, 
when taken together, shall together constitute one and the same instrument. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement. 

GRAFTQN-FRASERTNC., as Borrower 

By 

l/P ml ifO 
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Address: 

345 park Avenue 
31st Floor 
New York, New York, 10154 

GSO CAPITAL PARTNERS, LP, as 
Administrative Agent and Lead Arranger 

by 

Name: 
Title; 

GSO DOMESTIC CAPITAL FUNDING 
(LUXEMBOURG) S.A.R.L., as Lender 

by 
Name: 
Title: A Manager 

by 
Name: 
Title: B Manager 

Address: 

345 Park Avenue 
31st Floor 
New York, New York, 10154 

GSO OFFSHORE MULTICURRENCY 
FACILITY (LUXEMBOURG) S.A.RL., as 
Lender 

by 
Name: 
Title: A Manager 

by 
Name: 
Title: B Manager 
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OFS AGENCY SERVICES, LLC, as 
Servicing Agent 

By: Orchard First Source Capital, Inc., its 
attorney in fact 

by 

Name: 
Title: 



AMENDING AGREEMENT 

THIS AGREEMENT made as of July 23,2015, 

B E T W E E N :  

GRAFTON-ERASER INC., 
a corporation amalgamated under the laws of the 
Province of Ontario, as borrower 

(hereinafter referred to as the "Borrower"), 

- and -

THE GUARANTORS THAT ARE PARTIES TO THE 
EXISTING CREDIT AGREEMENT (AS 
DEFINED BELOW), 

(hereinafter referred to as the "Guarantors"), 

- and -

THE LENDERS THAT ARE PARTIES TO THE 
EXISTING CREDIT AGREEMENT (AS 
DEFINED BELOW), 

(hereinafter referred to as the "Lenders"), 

- and -

OFS AGENCY SERVICES, LLC, 
a limited liability company formed under the laws 
of the State of Delaware, as Servicing Agent for the 
Lenders 

(hereinafter referred to as the "Servicing Agenf') 

GSO CAPITAL PARTNERS, LP 
a limited partnership formed under the laws of the 
State of Delaware, as Administrative Agent and 
Lead Arranger, 

(hereinafter referred to in its ovm capacity as "GSO 
LP" and in its capacity as administrative agent on 
behalf of the Lenders, as the "Administrative 
Agent"). 
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WHEREAS GF Acquisition Corp., the predecessor by amalgamation to the 
Borrower, and GSO Special Situations Fund LP were parties to a credit agreement dated as of 
May 24, 2007 with the guarantors that may become from time to time parties thereto and the 
lenders that may become from time to time parties thereto (the "Original Credit Agreement); 

AND WHEREAS on September 10, 2008, GSO Special Situations Fund LP 
resigned as administrative agent and lead arranger under the Original Credit Agreement and 
BTD CP Holdings LP (formerly known as GSO Capital Partners LP and GSO CP Holdings LP) 
was appointed to such positions; 

AND WHEREAS on September 10, 20Ô8, OFS Agency Services, LLC was 
appointed the Servicing Agent and agreed to assume certain responsibilities previously under the 
responsibility of the administrative agent; 

AND WHEREAS on September 10, 2008, the parties entered into an amended 
and restated credit agreement (the "Second Amended and Restated Credit Agreement") to 
reflect the resignation and appointments referred to above and certain other amendments set forth 
therein; 

AND WHEREAS on June 16, 2009, the parties to this Amendment entered into 
an amended and restated credit agreement (the "Third Amended and Restated Credit 
Agreement") to amend certain covenants of the Borrower, and on April 12,2010, June 11,2010, 
March 18, 2011, December 31, 2012, June 17, 2014 and July 7, 2015, the parties to the Third 
Amended and Restated Credit Agreement made further amendments to the Third Amended and 
Restated Credit Agreement (the Third Amended and Restated Credit Agreement and all such 
amendments collectively referred to herein as the "Existing Credit Agreement"); 

AND WHEREAS the parties now wish to amend the Existing Credit Agreement 
to amend certain definitions, terms and conditions; 

NOW THEREFORE, the parties hereto agree as follows: 

ARTICLE 1 
INTERPRETATION 

1.1 Capitalized Terms 

All capitalized terms used herein and not otherwise defined herein shall have the meaning 
ascribed in the Existing Credit Agreement. 

ARTICLE 2 
WAIVER AND AMENDIMENT 

2.1 Amendment to Definitions (Section 1.11 

On the Effective Date, Section 1.1 of the Existing Credit Agreement shall be amended as 
follows: 
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a) The following definition shall be added immediately after the definition of 
"Investments" in Section 1.1 of the Existing Credit Agreement: 

""JNY Subsidiary" means 2473304 Ontario Inc. and its successors and assigns"; 
and 

b) The definition of "Subsidiary" in Section 1.1 of the Existing Credit Agreement 
shall be deleted in its entirety and replaced by the following 

""Subsidiary" means, with respect to any Person, any corporation more than 50^ 
of the Voting Securities of which at the time of determination are beneficially 
owned, .directly or indirectly, by such Person or any corporation, joint venture, 
partnership or other entity which is subject to the direct or indirect Control of such 
Person; provided, however, that, for the purposes of this Agreement, the term 
"Subsidiary" shall not include the JNY Subsidiary, or any Person which is 
subject to the direct or indirect Control of the JNY Subsidiary". 

2.2 Confirmation rei JNY Subsidiarv 

As of the Effective Date, the Administrative Agent, the Servicing Agent and the Lenders 
hereby confirm and agree that: 

a) the JNY Subsidiary is not and shall not be required, at any time, to become a 
Guarantor pursuant to the terms of the Existing Credit Agreement and that the 
representations and warranties set out in Section 5.1 of the Existing Credit 
Agreement and the covenants set out in Sections 6.1 and 6.2 of the Existing Credit 
Agreement shall not apply to the JNY Subsidiary; and 

b) unless (i) a Default or Event of Default shall have occurred and be continuing or 
(ii) a default or event of default under any Indebtedness of the JNY Subsidiary in 
the aggregate principal amount in excess of $1,000,000 shall have occurred and 
be continuing, the Borrower shall have the right to make or commit to make any 
advance, loan, extension of credit or capital contribution to or any investment in 
or guarantee of, the JNY Subsidiary, or make any payments in respect thereof, up 
to a maximum aggregate amount of $250,000. 

2.3 Exclusion of JNY Subsidiarv from Ratios 

As of the Effective Date, the Administrative Agent, the Servicing Agent and the Lenders 
hereby confirm and agree that the Existing Credit Agreement shall be qualified as follows: 

a) For the purposes of calculating the Consolidated Leverage Ratio in Sections 
6.2(a), 6.2(b) and 6,3 of the Existing Credit Agreement, the LTM EBITDA shall 
not include the JNY Subsidiary in its determination of EBITDA on a consolidated 
basis; and 
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b) For the purposes of calculating the ratio of Senior Indebtedness to LTM EBITDA 
in Sections 6.2(g) and 6.2(h)(iv) of the Existing Credit Agreement, the JNY 
Subsidiary shall be excluded from the calculation of the LTM EBITDA. 

ARTICLE 3 
CONDITIONS PRECEDENT 

3.1 Conditions to Effectiveness 

This Amendment shall become effective upon satisfaction of the following conditions 
precedent by the Borrower (the date on which such satisfaction occurs, the "Effective Date"): 

(a) the representations and wairanties set forth in Section 5.1 of the Existing Credit 
Agreement shall be true and correct as of the date of this Amendment (except to 
the extent such representation or warranty expressly relates to an earlier date); and 

(b) no Default or Event of Default shall have occurred and be continuing. 

ARTICLE 4 
MISCELLANEOUS 

4.1 Representations and Warranties 

The Borrower hereby represents and warrant to the Lenders and the Agents that all 
consents, approvals and authorizations necessary for the Borrower's execution, delivery and 
performance of this Amendment have been obtained and hereby reaffirms the representations 
and warranties set forth in the Existing Credit Agreement as of the date hereof (except to the 
extent such representation or warranty expressly relates to an earlier date). 

4.2 No other Amendments. Waivers or Consents 

This Amendment is made in amendment and modification of, but not in extinguishment 
of, the obligations set forth in the Existing Credit Agreement and, except as specifically modified 
pursuant to the terms hereof, the terms and conditions of the Existing Credit Agreement remain 
in full force and effect. Nothing herein shall limit in any way the rights and remedies of the 
Lenders under the Existing Credit Agreement. The execution, delivery and performance by the 
parties hereto does not in any way constitute a waiver, forbearance or other indulgence with 
respect to any default or event of default under the Existing Credit Agreement. 

4.3 Counterparts 

This Amendment may be executed by the parties in separate counterparts (by original or 
facsimile signature) each of which when so executed and delivered shall be an original, but all of 
which, when taken together, shall together constitute one and the same instrument. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement. 

GRAFTON-FRASER INC., as Borrower 

By 

Name: 
Title: 

P t 
J 
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a. 
I 

i j 

1 
J 

j 

T. 

-I -I-, 

1-, 

Mtl#: 2232193 
Signatttre Page to Amending Agreement 



GSO CAPITAL PARTNERS, LP, as 
Administrative Agent and Lead Arranger 

by 
Name: 
Title: 

Address: GSO DOMESTIC CAPITAL FUNDING 
(LUXEMBOURG) S.A.R.L., as Lender 

345 Park Avenue 
31st Floor 
New York, New York, 10154 by 

Address: 

345 Park Avenue 
31st Floor 
New York, New York, 10154 

Name: 
Title: A Manager 

by 
Name: 
Title: B Manager 

GSO OFFSHORE MULTICURRENCY 
FACILITY (LUXEMBOURG) S.A.R.L., as 
Lender 

by 

Name: 
Title: A Manager 

by 
Name: 
Title; B Manager 
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OFS AGENCY SERVICES, LLC, as 
Servicing Agent 

By: Orchard First Source Capital, Inc., 
its attorney in fact 

by 

Name: 
Title: 
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GSO CAPITAL PAKTNERÏ5, LF, as 
Administrative Agent and Lead Arranger 

by 
Name: 
Title: 

Address: 

345 Pai'k Avenue 
31st Floor 
New York, New York, 10154 

GSO DOMESTiC CAPITAL FUNDING 
(LUXEMBOURG) S.A.RX., as Lender 

by 

Name: 
Title: A Manager 

Address: 

345. Park Avenue 
31st Floor 
New York, New York, 10154 

by 
Name: Kbcn 
Title: B Manager 

GSO OFFSHORE MULTICURRENCY 
FACILITY (LUXEMBOURG) S.A.R.L.» as 
Lender 

by 

by 

Name: 
Title: A Manager 

Name: KocI 
Title: B Manage 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement. 

GRAFTON-FRASER INC., as Borrower 

By 

Name: 
Title: 

rkG.Sim 
Vice President & CEO 
Gra^n-Fraser Bio. 
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Execution Version 

AMENDING AGREEMENT 

THIS AGREEMDENT made as ofFebruary 12, 2016, 

B E T W E E N ;  

GRAETON-FRASER INC., 
a coiporation amalgamated under the laws of the 
Province of Ontario, as borrower 

(hereinafter referred to as the "Borrower"), 

- and -

THE GUARANTORS THAT ARE PARTIES 
TO THE EXISTING CREDIT AGREEMENT 
(AS DEFINED BELOW), 

(hereinafter referred to as the "Guarantors"), 

- and-

THE LENDERS THAT ARE PARTIES TO 
THE EXISTING CREDIT AGREEMENT (AS 
DEFINED BELOW), 

(hereinafter referred to as the "Lenders"), 

- and -

OFS AGENCY SERVICES, LLC, 
a limited liability company formed rmder the laws 
of the State of Delaware, as Servicing Agent for the 
Lenders, 

(hereinafter referred to as the "Servicing Agent") 

- and-

GSO CAPITAL PARTNERS, LP 
a limited partnership formed imder the laws of the 
State of Delaware, as Administrative Agent and 
Lead Arranger, 
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(hereinafter referred to in its own capacity as "GSO 
LP" and in its capacity as administrative agent on 
behalf of the Lenders, as the "Administrative 
Agent"), 

WHEREAS GF Acqrdsition Corp., the predecessor by amalgamation to the 
Borrower, and GSO Special Situations Fund LP were parties to a credit agreement dated as of 
May 24, 2007 with the guarantors that may become from time to time parties thereto and the 
lenders that may become from time to time parties thereto (the "Original Credit Agreement"); 

AND WHEREAS on September 10, 2008, GSO Special Situations Fund LP 
resigned as administrative agent and lead arranger under the Original Credit Agreement and 
BTD CP Holdings LP (formerly kuown as GSO Capital Partners LP and GSO CP Holdings LP) 
was appointedto such positions; 

AND WHEREAS on September 10, 2008, the Servicing Agent was appointed 
the Servicing Agent and agreed to assume certain reqjonsibilities previously under the 
responsibility of the administrative agent; 

AND WHEREAS on September 10, 2008, the parties entered into an amended 
and restated credit agreement (the "Secdnd Amended and Restated Credit Agreement") to 
reflect the resignation and appointments referred to above and certain other amendments set forth 
therein; 

AND WHEREAS on June 16, 2009, the parties to this Amendment entered into 
an amended and restated credit agreement (the "Third Amended and Restated Credit 
Agreement) to amend certain covenants of the Borrower, and on April 12,2010, June 11, 2010, 
March 18, 2011, December 31, 2012, June 17, 2014, July 7, 2015 and July 23, 2015, the parties 
to the Third Amended and Restated Credit Agreement made further amendments to the Third 
Amended and Restated Credit Agreement (the Third Amended and Restated Credit Agreement 
and all such amendments collectively referred to herein as the "Existing Credit Agreement"); 

AND WHEREAS the parties now wish to amend the Existing Credit Agreement 
to amend certain definitions, terms and conditions; 

NOW TEDEREFORE, the parties hereto agree as follows: 
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ARTICLE 1 
INTERPRETATION 

1.1 Capitalized Terms 

All capitalized terms used herein and not otherwise defined herein shall have the meaning 
ascribed in the Existing Credit Agreement. 

ARTICLE! 
WAIVER AND AMENDMENT 

2.1 Additional Guarantor 

As of the Effective Date, Section 2.2 of the Amending Agreement dated as of July 23, 
2015 among the Borrower, the Guarantors, the Lenders and the Administrative Agent shall be 
deleted in its entirety and no longer be of any force or effect and the JNY Subsidiary shall 
become a Guarantor in accordance with the terms of the Existing Credit Agreement. 

2.2 Inclusion of JNY Subsidiary in Ratios 

As of the Effective Date, the Administrative Agent and the Lenders hereby confinn and 
agree as follows in respect of the Existing Credit Agreement: 

(a) for the puiposes of calculating the Consolidated Leverage Ratio in Sections 
6.2(a), 6.2(b) and 6.3 of the Existing Credit Agreement, the LTM EBITDA shall 
include the JNY Subsidiary in its determination of EBITDA on a consolidated 
basis; and 

(b) for the puiposes of calculating the ratio of Senior Indebtedness to LTM EBITDA 
in Sections 6.2(g) and 6.2(h)(iv) of the Existing Credit Agreement, the JNY 
Subsidiary shall be included firom the calculation of the LTM EBITDA. 

2.3 Quebec Security 

As of the Effective Date, Borrower, the Administrative Agent and the Lenders 
hereby confirm and agree that the Existing Credit Agreement is amended by adding the 
following provision as a new Section 12.17: 

"12.17 Quebec Security 

For greater certainty, and without limiting the powers of the Administrative Agent 
or any other Person acting as an agent or mandatary for the Administrative Agent 
herermder or under any of the other Loan Documents, for the purposes of holding 
any hypothec granted to the Attorney (as defined below) pursuant to the laws of 
the Province of Québec to secure the prompt payment and performance of any 
and all Obligations by the Borrower or any Guarantor, each of the Lenders hereby 
irrevocably appoints and authorizes the Administrative Agent and, to the extent 
necessary, ratifies the appointment and authorization of the Administrative Agent, 
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to act as the hypothecary representative of the creditors as contemplated under 
Article 2692 of the Civil Code of Québec (in such capacity, the "Attorney''), and 
to enter into, to take and to hold on their behalf, and for their benefit, any 
hypothec, and to exercise such powers and duties that are conferred upon the 
Attorney imder any related deed of hypothec. The Attorney shall: (a) have the 
sole and exclusive right and authority to exercise, except as may be otherwise 
specifically restricted by the terms hereof, all rights and remedies given to the 
Attorney pursuant to any such deed of hypothec and applicable law, and (b) 
benefit from and be subject to all provisions hereof with respect to the 
Administrative Agent mutatis mutandis, including, without limitation, all such 
provisions with respect to the liability or responsibility to and indemnification by 
the Lenders. Any person who becomes a Lender shall shal be deemed to have 
consented to and confirmed the Attorney as the person acting as hypothecary 
representative holding the aforesaid hypothecs as aforesaid and to have ratified, as 
of the date it becomes a Lender, all actions taken by the Attorney in such 
capacity. The substitution of the Administrative Agent pursuant to the provisions 
of this Agreement also constitute the substitution of the Attorney. 

2.4 Waiver 

Ejffective as of the Effective Date, the Administrative Agent and the Lenders hereby 
confirm their waiver of the requirement to comply with Section 6.3(b) of the Existing Credit 
Agreement (Consolidated Leverage Ratio) for the fiscal quarters ending on August 1®^, 2015, 
October 31®^ 2015 and January 30^, 2016. 

ARTICLE 3 
CONDITIONS PRECEDENT 

3.1 Conditions to Effectiveness 

This Amendment shall become effective upon satisfaction of the following conditions 
precedent by the Borrower (tiie date on which such satisfaction occurs, the "Effective Date"): 

(a) the JNY Subsidiary shall have executed and delivered a Guarantee in form and 
substance acceptable to the Administrative Agreement; 

(b) subject to Section 3.2, delivery of the" documents contemplated by Section 7.2 of 
the Credit Agreement; 

(c) the representations and warranties set forth in Section 5.1 of the Existing Credit 
Agreement shall be true and correct as of the date of this Amendment (except to 
the extent such representation or warranty expressly relates to an earlier date); and 

(d) no Default or Event of Default shall have occurred and be continuing. 
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3.2 Post-Closing Deliveries 

The Borrower agrees to cause the Guarantor to execute and deliver, within 15 Business 
Days of the date hereof, a deed of hypothec in fonn and substance satisfactory to the 
Administrative Agent, sufficient to create a first-ranking hypothec on all of the Guarantor's 
moveable property and to take all action necessary to register such hypothec in the Register of 
Personal and Moveable Real Rights or any other applicable public regiserty. In connection with 
the delivery of the foregoing, the Borrower will cause the Guarantor to deliver a legal opinion 
fi-om counsel to the Guarantor addressed to the Administrative Agent and the Lenders, 
confirming the enforceability of the hypothec, the proper registration thereof and all other 
customary matters relating thereto, in form and substance satisfactory to the Administrative 
Agent, acting reasonably. 

ARTICLE 4 
MISCELLANEOUS 

4.1 Representations and Warranties 

The Borrower hereby represents and warrant to the Lenders and the Agents that all 
consents, approvals and authorizations necessary for the Borrower's execution, delivery and 
performance of this Amendment have been obtained and hereby reaffirms the representations 
and warranties set forth in the Existing Credit Agreement as of the date hereof (except to the 
extent such representation or warranty expressly relates to an earlier date). 

4.2 No other Amendments. Waivers or Consents 

This Amendment is made in amendment and modification of, but not in extinguishment 
of, the obligations set forth in the Existing Credit Agreement and, except as specifically modified 
pursuant to the terms hereof, the terms and conditions of the Existing Credit Agreement remain 
in full force and effect. Nothing herein shall limit in any way the rights and remedies of the 
Lenders under the Existing Credit Agreement. The execution, delivery and performance by the 
parties hereto does not in any way constitute a waiver, forbearance or other indulgence with 
respect to any default or event of default under the Existing Credit Agreement. 

4.3 Counterparts 

This Amendment may be executed by the parties in separate counterparts (by original or 
facsimile signature) each of which when so executed and delivered shall be an original, but all of 
which, when taken together, shall together constitute one and the same instrument. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 
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GSO CAPITAL PARTNERS, LP, as 
Administrative Agent and Lead Arranger 

by 
Name: 
Title: 

Address: 

345 Park Avenue 
31st Floor 
New York, New York, 10154 

GSO DOMESTIC CAPITAL FUNDING 
(LUXEMBOURG) as Lender 

by 

Title: A Manager ' 

by 
Name: 
Title; B Manager 

Address: 

345 Park Avenue -
31st Floor 
New York, New York, 10154 

GSO OFFSHORE MULTICURRENCY 
FACILITY (LUXEINPQURG) S. AR.L., as 
Lender 

by 

Name: 
Title: A Manager 

by 
Name: 
Title: B Manager 
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G§0 GÀPÎTAL JPÀlgTîSEBS, LP, '0 
Administrative Agent-and Lead Arranger 

by 
"Name: 
titU:: 

Addres's! 

345 parIfAvé'tiùe 
31st Floor 
tîéiV Vdrki Nev^ Ydrfc 10154 

GSO BOMESTIG CAPITAL FUNBmG 
(LtiXÉÎvmÔljfeG) S;À.R.t., aâ L^ddeF 

hy 

by 

Na'frt.eî. 
• Title: A Manager 

îlame: Jè^rd 
Title: B 

àUde.Koch 

Address: 

3,45 Park Avenij e 
3lst FIb'or 
NeW^ Ybfk,'New Yôtkj 10154 

GSQ OEFSHORE MULTICURRENCY 
FAdïLÎTY S.A.RLi, as 
Lender 

by 

by 

Nâmé: 
Title: À Manager 

Jean-%me: Koch 
Titié: B Mariait/ 
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OFS AGENCY SERVICES, LLC, as 
Servicing Agent 

By: Orchard First Source Capita), Inc., Its 
attorney in fact 

by 

SEANC/KELLEY 
DIRECTOR 
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