
THIS IS EXHIBIT 

referred to in the Affidavit of 

Mark Sun sworn before me this 

25th day of January, 2017 

A Commissioner for Taking Affidavits 

CWïcL L 



AMENDED AND RESTATED FORBEARANCE AGREEMENT 

AMONG 

GRAFTON-FRASER INC. AND 2473304 ONTARIO INC., 
as Borrowers 

- aiid -

CANADIAN IMPERIAL BANK OF COMMERCE, 
as the Lender and as the Agent 

DATED AS OF JANUARY 34,2017 

CAN.DMS: \105488869\15 



TABLE OF CONTENTS 

Page 

ARTICLE 1 INTERPRETATION 3 

1.1 Credit Agreement Definitions 3 
1.2 Other Definitions 3 
1.3 Entire Agreement 6 
1.4 Business Day 6 
1.5 Certain Rules of Interpretation 7 
1.6 Schedules and Exhibits 7 

ARTICLE 2 ACKNO\^T.EDGMENT 8 

2.1 Acknowledgement of Obligations 8 
2.2 Continuing Effect of Amendments 8 
2.3 Other Confirmations and Acknowledgements 8 
2.4 Security 11 

ARTICLE 3 FORBEARANCE IN RESPECT OF CERTAIN EVENTS OF 
DEFAULT 11 

3.1 Forbearance.. 11 
3.2 No Other Waivers; Reservation of Rights 12 
3.3 Fees and Interest 13 

ARTICLE 4 OBLIGATIONS OF THE OBLIGORS DURING FORBEARANCE 
PERIOD 14 

4.1 Covenants of the Obligors ...14 
4.2 Covenants in the Credit Agreement and the other Loan Documents 20 

ARTICLE 5 AMENDMENTS TO LENDING ARRANGEMENTS 20 

5.1 Amendments to Existing Credit Agreement 20 
5.2 Purpose 22 

ARTICLE 6 REPRESENTATIONS, WARRANTIES AND COVENANTS 22 

6.1 Representations in Loan Documents 22 
6.2 Full Effect of Documents 22 
6.3 No Conflict 22 
6.4 The Agent May Pursue Rights and Remedies 22 
6.5 Terminating Events 23 

ARTICLE 7 CONDITIONS PRECEDEOT TO THIS AGREEMENT 25 

7.1 Conditions Precedent 25 

ARTICLE 8 GENERAL 28 

CAN^DMS: \105488869\15 



TABLE OE CONTENTS 
(continued) 

Page 

8.1 Effect of this Agreement 28 
8.2 Costs and Expenses 28 
8.3 Release 29 
8.4 Survival of Representations and "Warranties 30 
8.5 Governing Law 30 
8.6 Reviewed by Legal Counsel 30 
8.7 Submission to Jurisdiction 30 
8.8 Mutual Waiver of Jury Trial 31 
8.9 Time of Essence 31 
8.10 Unaffected Creditor Status ofthe Agent and the Lender 31 
8.11 Notices •. 31 
8.12 Flufher Assurances 32 
8.13 Confirmation of Documents and Terms 32 
8.14 No Merger or Novation 32 
8.15 Amendment and Waiver 32 
8.16 Assignment and Enurement 33 
8.17 Severability 33 
8.18 Counterparts 33 
8.19 Electronic Signatures 33 
8.20 Paramountcy 33 

CAN_DMS: \105488869\15 



AMENDED AND RESTATED FORBEARANCE AGREEMENT 

THIS AGREEMENT is dated as of January 24, 2017. 

A M O N G ;  

GRAFTON-FRASER INC. and 2473304 
ONTARIO INC. (each as Bon*owers and 
Guarantors) 

-and-

CANADIAN IMPERIAL BANIC OF 
COMMERCE 
(as the Lender and as the Agent) 

CONTEXT: 

A. The Agent and tlie Lender provided certain financing arrangements under a Credit 
Agi'eement dated as of February 12, 2016 among the Agent, the Lender, and Grafton-
Fraser Inc. ("Grafton-Fraser") and 2473304 Ontario Inc. ("2473304"), as borrowers (as 
amended, restated or replaced, fi:om time to time to the date hereof, the "Existing Credit 
Agreement"). 

B. As of the date of this Agreement, the Borrowers are in default under the Existing Credit 
Agreement and the other Loan Documents, which defaults constitute one or more events 
of default thereunder as stipulated in Schedule "6" hereto; 

C. 2473304 applied to the Ontario Supeiior Court of Justice (Commercial List) (the "CCAA 
Court") for an initial order under the Companies' Creditors Arrangement Act (Canada) 
(the "CCAA") on or about June 7, 2016 (the "JNY CCAA Proceedings"), and the 
Obligors requested the ongoing support of the Agent and the Lender during the JNY 
CCAA Proceedings. The primary purpose of the JNY CCAA Proceedings was to give 
effect to a transaction for the orderly liquidation of the assets and imdertaldng of 
2473304, tire closing of stores of 2473304 and the orderly distribution of the proceeds 
thereof (the "JNY Liquidation"). 

D. The Borrowers requested that the Agent and the Lender continue to make available to the 
Borrowers certain credit facilities to meet their working capital requirements during the 
JNY CCAA Proceedings and to forbear from exercising the Agent's and Lender's rights 
as a result of the Existing Defaults that were present at that time and the commencement 
and existence of the JNY CCAA Proceedings, and that the Agent and the Lender extend 
credit and malce advances to the Borrowers despite those Existing Defaidts in order to 
support the ongoing worldng capital needs of Grafton-Eraser and 2473304 and, in 
particular, to permit 2473304 to give effect to the JNY Liquidation. 

E. The Agent and the' Lender were willing to forbear fi:om exercising their rights and 
remedies and to provide certain loans to the Borrowers during the JNY Liquidation on the 
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terms and conditions set out in a Forbearance Agreement dated June 6, 2016 (as amended 
fi'om time to time, the "JNY Forbearance Agreement"). 

F. The JNY Liquidation is now complete. 

G. Gi-afton-Fraser is applying to the CCAA Court for an initial order (as amended, restated, 
supplemented or otherwise modified from time to time, the "GFÏ Initial Order") under 
the CCAA on or about January 23, 2017 (the "GFI CGAA Filing Date") (such 
proceedings being the "GFI CCAA Proceedings"), and Graftoii-Fraser requested the 
ongoing support of the Agent and the Lender during the GFI CCAA Proceedings. The 
primary puipose of the GFI CCAA Proceedings is to give effect to a sale and investment 
solicitation process, as more fully described hereinbelow (the "SISP"). 

FT. Grafton-Fraser requires funding to implement the SIS? and has concluded that the Agent 
and the Lender and the lenders under the Term Loan Agreement are tlie most cost 
effective and timely sources of worldng capital fiinds that is available and appropriate in 
the circumstances for Grafton-Fraser in the GFI CCAA Proceedings. 

I. Grafton-Fraser has requested that the Agent and the Lender continue to make available to 
Grafton-Fraser certain credit facilities (collectively, tlie "Loans") to fimd a portion of 
their working capital reqiûrements during the GFI CCAA Proceedings as needed to 
permit Grafton-Fraser to give effect to the SISP. 

J. Giufton-Fraser has further requested that the Agent and the Lender forbear from 
exercising the Agent's and Lender's rights as a result of: (i) the Existing Defaults, (ii) the 
commencement and existence of the GFI CCAA Proceedings and the JNY CCAA 
Proceedings, and (iii) the cessation of the operations of 2473304, in each case to permit 
Grafton-Fraser to give effect to the SISP. 

K. Grafton-Fraser and 1104307 B.C. Ltd., an affiliate of the Term Administrative Agent, 
(the "Stalking Horse Purchaser") propose to enter into an Asset Purchase Agreement 
(the "Stalking Horse APA"), a foim of which is attached hereto as Schedule 10, that will 
seive as a 'stalldng horse' agreement in the SISP, pursuant to which the Stalking Horse 
Purchaser would acquire the business of Grafton-Fraser on the terms set out in the 
Stalking Horse APA. 

L. Canadian Imperial Bank of Commerce has provided the Stalking Horse Purchaser with a 
commitment letter (the "Exit Commitment") setting out the terms and conditions subject 
to which Canadian Imperial Bank of Commerce would propose to provide a credit 
facility to the the Stalking Horse Pm'chaser following closing of the transaction 
contemplated by the Stalking Horse APA. 

M. The Term Administrative Agent and the lenders under the Tenn Loan Agi'eement have 
agreed to provide up to $5,500,000 in additional working capital financing during the 
SISP pursuant to a DIP Facility Loan Agreement dated as of January 24,2017 in the form 
attached as Schedule 7 hereto being entered into contemporaneously with the execution 
and delivery hereof (the 'Term DIP Agreement"). 
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N. The Term Administrative Agent and the lenders under the Term Loan Agreement have 
also agreed to forbear ttom exercising their respective rights and remedies under the 
Term Loan Agreement and security and other documents relating thereto, as amended 
and restated by a forbearance agreement of even date herewith in the foim attached as 
Schedule 8 hereto being entered into contemporaneously with the execution and delivery 
hereof (the "Term Forbearance Agreement"). 

O. The Agent and the Lender are willing to forbear from exercising their rights and remedies 
• and to provide certain Loans to Grafton-Fraser during the Forbearance Period on the 
terms and conditions set out in this Agreement. 

P. This Amended and Restated. Forbeai'ance Agreement amends and restates in its entirety 
the JNY Forbearance Agreement and on the effective date of this Agreement (i) the rights 
and obligations of the parties under the JNY Forbearance Agreement shall be governed 
by this Amended and Restated Forbearance Agreement, and (ii) the loans outstanding in 
connection with the JNY Forbearance Agreement shall be included as Loans hereunder . 

THEREFORE, the Parties agree as follows: 

ARTICLE 1 
INTERPRETATION 

1.1 Credit Agi*eement Définitions 

Each capitalized term used and not otherwise defined in this Agreement will have the meaning 
assigned to it in the Existing Credit Agreement. 

1.2 Other Definitions 

In this Agreement the following terms have the foEowing meanings: 

L2.1 "ABL DIP Priority Cliarge" is defined in Section 7.1.1.5.2. 

1.2.2 "Additional Default" means: (i) Grafton-Fraser's default or failure to comply with 
any of the terms, conditions or covenants undei' this Agreement, or (ii) a Default by 
Grafon-Fraser or an Event of Default of Grafton-Fraser (other than the Existing 
Defaults) under the Credit Agreement or any other Loan Document prior to or on or 
after the date of this Agreement. 

1.2.3 "Agreement" means this agreement, including all Schedules and Exhibits, as it may 
•be modified, amended, revised, restated, replaced, supplemented or othei-wise 
changed fi"om time to time and at any time hereafter, in writing, by the Parties. 

1.2.4 "Anticipated Defaults" means any Events of Default arising or caused solely as a 
result of (i) the commencement or continuation of the GFI CCAA Proceedings or any 
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aclcnowledgeinent of insolvency made in connection therewith, (ii) a sale and/or 
orderly liquidation of the Borrower's assets and undertaking, the closing of the stores 
and the orderly distribution of the proceeds thereof, pursuant to and resulting from the 
SISP, the Consulting Agreement or the Stalking Horse APA; (iii) entry into the Term 
Forbearance Agreement or the Term DIP Agreement; or (iy) a bankruptcy of 2473304 
with the consent of the Agent, such consent not to be um'easonably withheld. 

1.2.5 "Approved Cash Flow" means the rolling 13-\veelc period detailed cash flow 
forecast of Grafton-Fraser as attached as Schedule 2 hereto, as such cash flow may be 
amended, supplemented or replaced from time to time and at any time in accordance 
with the provisions of this Agi'eement and the Term DIP Agreement and in form and 
substance acceptable to the Agent and the Lender. 

1.2.6 "BIA" means Banh'uptcy and Insolvency Act (Canada). 

1.2.7 "Cash Flow Variance Report" is defined under Section 4,1.13. 

1.2.8 "CCAA" is defmed under "Context", above. 

1.2.9 "CCAA Court" is defined under "Context", above. 

1.2.10 "Claims" and "Claim" are defîned in Section 8.4.1, 

1.2.11 "Communication" means any notice, demand, request, consent, approval or other 
communication, which is required or permitted by this Agreement to be given or 
made by a Party. 

1.2.12 "Consultant" is defined in Section 2.3.7. 

1.2.13 "Consulting Agreement" means that consulting agreement to be entered into by 
Graflon-Fras^er and a joint ventre composed of Gordon Brothers Canada ULC and 

.. _ Sbiutibns ÙLC"prôvidihg~fôf the cohduct~ôf "âli^idMidh" or stores 
closing sale and other matters contemplated therein, approved by Order of the CCAA 
Court. 

1.2.14 "Court Order" means an order ofthe CCAA Court. 

1.2.15 "Credit Agreement" means the Existing Credit Agreement as modified and amended 
by this Agreement and as may be further modified, amended, revised, restated, 
replaced, supplemented or otherwise changed from time to time and at any time 
hereafter, in writing, by the Parties. 

1.2.16 "Extension Date" is defined in Section 3.1.1.1. 

1.2.17 "Existing Credit Agreement" is defmed under "Context" above. 

1.2.18 'TLxisting Defaults" means the Defaults or Events of Default under the Existing 
Credit Agreement set out in Schedule 6 attached hereto, and the Anticipated Defaults. 
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1.2.19 "Existing Indebtedness" means the outstanding Obligations existing as at the date 
hereof as more particularly described in Section 2.1. 

Î .2.20 "Existing Security" is defined in Section 2.4, 

1.2.21 "Forbearance Period" is defined in Section 3.1.1. 

1.2.22 "GFI CCAA Filing Date" is defined under "Context" above. 

1.2.23 "GFI CCAA Proceedings" is defined under "Context" above. 

1.2.24 "GFI Initial Order" is defined in the "Context" above, 

1.2.25 "JNy CCAA Proceedings" is defined in "Context" above. 

1.2.26 "JNY Initial Order" is defined in "Context" above. 

1.2.27 "JNY Liquidation" is defined in "Context" above. 

1.2.28 "Loan Documents" has the meaning given thereto in the Credit Agreement and 
includes, without limitation, this Agreement. 

1.2.29 "Loans" is defined under "Context" above. 

1.2.30 "Monitor" is defined in Section 2,3,8. 

1.2.31 "Non-Lcjidcr Accounts" is defined in Section 4.1,8. 

1.2.32 "Obligors" or "Obligor" means the Borrowers or any of them. 

1.2.33 "Parties" means, collectively, the Obligors, the Agent and the Lender; and "Party" 
means any one of tliem, 

1.2.34 "Specified Priority Payables" means HST, all sales Taxes and any amount payable 
or accrued by Grafton-Fraser which is secured by a Lien wliich ranks or is capable of 
ranking prior to or pari passu with the Liens created in connection with the ABL DIP 
Priority Charge or the Existing Security (other than the Pennitted Liens and the 
Administration Charge) including amounts acciued or owing for wages, vacation pay, 
termination pay (only where it is a priority payable), employee deductions and other 
statutory or other claims that have or may have priority over, or rank pari passu with, 
the Liens created in connection with the ABL Priority Charge or the Existing 
Secuiity. 

1.2.35 "Releasees" and "Releasee" are defined in Section 8,4.1. 

1.2.36 "SÏSP" is defined under "Context" above. 

1.2.37 "Stalldng Horse APÂ" is defined under "Context" above. 
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1.2.38 "Stalking Horse Purchaser" is defined under "Context" above. 

1.2.39 "Stalldng Horse and SISP Order" is defined under Section 3.1.2. 

1.2.40 "Successful Bid" is defined in the SISP. 

1.2.41 "Term DIP Account" is defined in Section 4.1.8. 

1.2.42 "Term DIP Agreemenf * is defined under "Context" above. 

1.2.43 "Term Forbearance Agreement" is defmed under "Context" above. 

1.2.44 "Terminating Fvent" is defined in Section 6.5. 

1.2.45 "Updated Cash FIq-vy" is defined under Section 4.1.13. 

1.3 Entire Agreement 

This Agreement, together with the Existing Credit Agreement and the other Loan Documetits 
and the other agreements and documents to be delivered under tliis Agreement, constitute the 
entire agreement between the Parties pertaining to the subject matter of this Agreement and 
supersedes all prior agreements, understandings, negotiations and discussions, whether oral or 
ivritten, of the Parties, and there are no representations, warranties or other agreements between 
the Paities in connection with the subject matter of this Agreement except as specifically set out 
in this Agi'eement, the Existing Credit Agreement, the other Loan l3ocuments or the other 
agreements and documents delivered under this Agreement. 

1.4 Amendment and Restatement 

This Agreement is and shall for all purposes be an amendment and restateraentof the provisions 
of the JNY Forbearance Agreement, as amended from time to time. This Agreement supersedes 
the JNY Forbearance Agicement, as amended, Insofar as it, together with tlie Credit Agreement, 
constitutes the entire agreement between the parties concerning the subject matter of this 
Agreement. 

1.5 Business Day 

Whenever any payment to be made or action to be talceii under this Agreement is required to be 
made or taken on a day other than a Business Day, the payment is to be made or action taken on 
the next Business Day following. 
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1.6 Certain Rules of luterpretatloa 

1.6.1 In this Agreement, words signifying the singular number include the plural and vice 
versa, and words signifying gender include all genders. Every use of" the word 
"including" in this Agreement is to be construed as meaning "including, without 
limitation". 

1.6.2 The division of this Agi*eement into Articles and Sections, the insertion of headings 
and the provision of a table of contents are for convenience of reference only and do 
not affect the construction or interpretation of this Agreement. 

1.6.3 References in this Agreement to an Article, Section, Schedule or Exhibit are to be 
construed as references to an Article, Section, Schedule or Exhibit of or to this 
Agreement unless the context requires otherwise. 

1.6.4 Unless otherwise specified in this Agreement, time periods within which or following 
which any payment is to be made or act is to be done will be calculated by excluding 
the day on which the period commences and including the day on which the period 
ends. If the last day of a time period is not a Business Day, the time period will end 
on the next Business Day. 

1.6.5 Unless otherwise specified, any reference in this Agreement to any (a) statute 
includes all regulations made under that statute, and is to be construed as a reference 
to that statute as amended, supplemented or replaced from time to time, and (b) to any 
agreement means such agreement as amended, supplemented, restated, or replaced 
subject to compliance with any restrictions thereon in the Loan Dociunents. 

1.6.6 Unless otherwise specified, the word "dollar" and the "$" sign refer to Canadian 
currency, and all amounts to be advanced, paid, tendered or calculated under this 
Agreement are to be advanced, paid, tendered or calculated in Canadian currency. 

1.7 Schedules and Exhibits 

The following is a list of the Schedules and Exhibits attached hereto: 

Schedule Subject Matter 

Schedule 1 [Intentionally Deleted] 

Schedule 2 Approved Cash Flow 

Schedule 3 Existing Security 

Schedule 4 Non-Lender Accounts 

Schedule 5 Term DIP Account 
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Subject Matter 

Existing Defaiilts 

Form of Term DIP Agreement 

Fonn of Term Forbearance Agreement 

SISP Timeline 

Stalking Horse APA 

Minimum Receipt and Maximum Disbursement 
Covenant Levels 

ARTICLE 2 
ACKNOWLEDGMENT 

2.1 Aclmowledgement of Obligations 

Each Obligor confirms, acknowledges and agrees that the principal amount of the Existing 
Indebtedness as at Januai'y 24, 2017 is as follows: $13,011,611.14 in respect of Borrowings by 
Grafton-Fraser and $3,422,988.76 in respect of Borrowings by 2473304. 

2.2 Continuing Effect of Amendments 

The Parties hereto each acknowledge, confinn and agree that Existing Credit Agreement 
remains in"Mrîofce"'ahdG3fféct~â^ât~the"hât6'KërëoT,"è?x^ specificàllyâmëndëd by"this 
Agreement. The Existing Credit Agreement shall henceforth be read and construed in 
conjunction with this Agreement. For greater certainty, any amendments to the Existing Credit 
Agreement contained in the INY Forbearance Agreement (as amended from time to time) shall 
no longer be effective. 

2.3 Other Confirmations and Acknowledgements 

Each Obligor confirms, aclaiowledges and agrees that: 

2.3.1 each of the recitals in the "Context" is true and correct; 

2.3.2 subject to Section 3.1 of this Agreement, all of the Existing Indebtedness is now 
payable upon demand by the Agent and tliat the Agent has the presently exercisable 
right to demand immediate payment from the Obligors of the outstanding Obligations 
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2.3.2 subject to Section 3.1 of tins Agreement, all of the Existing Indebtedness is now 
payable upon demand by the Agent and that the Agent has the presently exercisable 
right to demand immediate payment from the Obligors of the outstanding Obligations 
and to immediately terminate the credit facilities provided under the Existing Credit 
Agreement (tlie "Credit Facilities"); 

2.3.3 the Existing Defaults (other than the Anticipated Defeirlts) have occurred and are 
continuing and, as of the date of this Agreement, no Default or Event of Default, 
other than the Existing Defaults (other than the Anticipated Defaults), exists under the 
Existing Credit Agreement or any other Loan Document; 

2.3.4 the Agent and the Lender have not waived the Existing Defaults and nothing 
contained in this Agreement or the transactions contemplated by this Agreement will 
be deemed to constitute any such waiver, and the Obligors acknowledge, confirm and 
agree that notv-ithstandiiig any provision of the Credit Agreement to the contrary, the 
Agent and the Lender shall be under no obligation to continue the Commitment to 
Grafton-Fraser following the Forbearance Period; 

2.3.5 interest and fees continue to accrue on the Existing Indebtedness under the Existing 
Credit Agreement and the other Loan Documents in accordance with the Existing 
Credit Agreement and the other Loan Documents and, subject to Section 3.3.3 of this 

• Agreement, at the rates applicable to the Existing Indebtedness; 

2.3.6 each Obligor consents to the immediate enforcement of all or any part of the rights 
and remedies accorded to the Agent and the Lender under the Existing Credit 
Agreement and the other Loan Documents and Applicable Law in any manner 
determined by the Agent and the Lender (including, without limitation, the immediate 
appointment of a receiver, interim receiver or receiver and manager) upon the expiry 
of the Forbeai'ance Period, subject to the Intercreditor Agreement; 

2.3.7 Richter Consulting Canada Inc. has been retained by, or on behalf of, Grafton-Fraser, 
and has been appointed as the financial consultant (the "Consultant") to Grafton-
Fraser in respect of, inter alia, tliis Agreement, the Credit Agi'eement, the other Loan 
Documents and the outstanding Obligations and the Agent is entitled to appoint any 
other consultants as the Agent may require at the cost of the Obligors; 

2.3.8 Richter Advisory Group Inc. (the "Monitor") is the proposed monitor under the GFI 
Initial Order in the GFI CCAA Proceedings and has consented to act in such capacity; 

2.3.9 each Obligor will grant all access and provide, on reasonable notice during regular 
business hours, all information and documentation to, and cause management thereof 
to otherwise cooperate fully with, the Agent and the Lender, and pay all reasonable 
fees and disbursements of each consultant appointed by the Agent as the Agent may 
i-equire, and pay, in accordance with the Approved Cash Flow, as the case may be, all 
reasonable fees and disbursements of the Monitor and the Monitor's counsel. 
Grafton-Fraser will also cause the Consultant and the Monitor to grant full access and 
provide all information and documentation to, and to otherwise co-operate fully with, 
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the Agent and the Lender. All such information and docunientation provided to the 
Agent and the Lender shall be subject to Section 9.12 of the Credit Agreement; 

2.3.10 Grafton-Fraser has made all deductions and paid its obligations for Specified Priority 
Payables as required by Applicable Law and is not in arrears in respect of these 
obligations; 

2.3.11 the Agent has and will continue to have valid, enforceable and perfected first (in the 
case of ABL Priority Collateral (as defined in the Intercreditor Agreement)) or second 
(in the case of Term Priority Collatéral (as defined in the Intercreditor Agreement)) 
ranking Liens, subject to Permitted Liens over and in respect of the Collateral granted 
to or held by the Agent from time to time as continuing and collateral security for the 
payment and performance of the Obligations and all other amounts owing &om time 
to time under this Agreement, the Credit Agi-eement and the other Loan Documents, 
subject to any court-ordered oharge(s) approved by the Agent and the Lender and 
granted by the CCAA Court in the GFI CCAA Proceedings, which may have priority 
over such Agent's Liens, including, in the case of tlie GFI CCAA Proceedings, the 
AdminivStration Charge, the Term Lenders' DIP Charge (solely in respect of the Term 
Priority Collateral) and Liens granted to the Term Lenders (solely in respect of the 
Term Priority Collateral), each as defined in the GFI Initial Order; 

2.3.12 the Existing Credit Agreement, the other Loan Documents to which each Obligor is 
party and this Agreement are in full force and effect and constitute legal, valid and 
binding obligations of each Obligor, enforceable against each such Obligor in 
accordance with their respective terms; 

2.3.13 the Obligors do not have any valid claim for set-off, counter-claim, damages or other 
defence on any basis whatsoever against the Agent and the Lender and if there are 
any such claims, then each ObHgor hereby expressly waives and releases them to the 
flillest extent peimitted under Applicable Law; 

2.3.14 the Agent and the Lender are and will he entitled to the rights, remedies and benefits 
provided for in this Agi*eement, the Credit Agreement and the otlier Loan Documents 
subject to Applicable Law; 

2.3.15 Permitted Term Debt owing by the ObHgois as at Januaiy 20, 2017 is in an aggregate 
amount of $39,121,915.35; 

2.3.16 the Approved Cash Flow existing as atthe date hereof covers the period from Januaiy 
21,2017 to May 28, 2017; and 

2.3.17 this Agreement constitutes a Loan Document for all purposes of the Existing Credit 
Agreement and the other Loan Documents. 
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2.4 Securît}' 

Tn addition to the security created pursuant to die ABL DIP Priority Charge, the Obligors 
acknowledge and agree that the Security Documents delivered to, and Liens granted therein to, 
the Agent (including, without limitation, each Guarantee delivered by each such Obligor) as 
listed in Schedule 3 attached hereto (collectively, the "Existing Security") shall stand as security 
for the payment and performance of each and every one of the Obligors' obligations and 
indebtedness to the Agent and the Lender including without limitation, the Borrowings of 
Grafton-Fraser under the Credit Agreement, as amended hereby, and all other outstanding 
Obligations. 

ARTICLES 
FORBEARANCE IN RESPECT OF CERTAIN EVENTS OF DEFAULT 

3.1 Forbearance 

3.1.1 In reliance upon the acknowledgments, confirmations, representations, warranties and 
covenants of the Obligors contained in this Agreement, and subject to tlie terms and 
conditions of this Agreement and any documents or instruments executed in 
connection witli this Agreement, tlie Agent and tlie Lender agree to forbear from 
exercising then rights and remedies under the Existing Credit Agreement and the 
other I/Oan Documents and/or Applicable Law in respect of or arising out of or 
relating to the Existing Defaults, subject to the conditions, amendnjents and 
modifications contained in this Agreement, during the period (the "Forbearance 
Period") commencing on the date of this Agreement and ending on the earlier of; 

3.1.1.1 Subject to Section 3.1.2 and Section 3.1.3, the earlier of (a) Januaiy 30, 
2017, or (b) the date upon which Gxaftou-Fraser obtains the GFI Initial 
Order, in form and substance satisfactory to the Agent and the Lender 
(such date being, the "Extension Date"); 

3.1.1.2 the implementation date of any plan of compromise and/or arrangement 
under the GFI CCAA Proceedings or the consummation of a sale or 
investment transaction for the business of Grafton-Fxaser pursuant to the 
SISP, including the transaction contemplated by the Stalldng Hprse APA; 
or 

3.1.1.3 tiie occurrence or existence of any Terminating Event. 

. 3.1.2 Subject to Section 3.1.3, if Grafton-Fraser obtains the GFI Initial Order in form and 
substance satisfactory to the Agent and the Lender on or before January 30, 2017 and 
the GFI Initial Order is not under appeal (other than an appeal that is frivolous and 
that is being diligently contested by Grafton-Fraser) and aU conditions necessary to 
permit Grafton-Fraser to obtain advances under the Term DIP Agreement have been 
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satisfied or waived by all parties to the Term DIP Agreement, the Extension Date 
shall be the earlier of (a) February 7, 2017, or (b) the date Grafton-Fraser obtains an 
order of the CCAA Coiut (the "Stalking Horse and SISP Order"), among other 
things, (i) authorizing Grafton-Fraser to enter into the Stalking Horse APA, (ii) 
approving the SISP, and (iii) approving the Stalking Horse APA for the purpose of 
being the stalking horse bid under the SISP, in form and substance satisfactory to the 
Agent and the Lender. 

3.1.3 If Grafton-Fraser obtains the Stallcing Horse and SISP Order on or before February 7, 
2017, aud such Order is not under appeal (other than an appeal that is fi:ivolous and 
that is being diligently contested by Grafton-Fraser), the Extension Date shall be June 
15,2017. 

3.1.4 On the last day of the Forbearance Period, the agreement of the Agent and the Lender 
to forbear will automatically and without further action terminate and be of no further 
force or effect, it being expressly agreed that the effect of that termination will be to 
permit the Agent and the Lender to immediately, but subject to the Intercreditor 
Agreement, exercise all or any part of tlieir rights and remedies under this Agreement, 
tlie Credit Agreement, the other Loan Documents and Applicable Law (whether 
against all or any combination of the Obligors), including without limitation: 

3.1.4.1 to immediately teimmate the Credit Facility and cease to raalce any fixrther 
Loans, upon which no firther credit will be available thereunder; 

3.1.4.2 to set-off or consolidate or to accelerate or demand immediate payment of 
all of the Obligations or give other notices and, subject to providing five 
(5) Business Days prior written notice, enforce all of tlie Agent's and the 
Lender's rights and remedies imder this Agreement, the Credit Agreement, 
the other Loan Documents and Applicable Law, in each case without any 
further notice, passage of time or forbearance of any kind; and 

3.1.4.3 subject to providing five (5) Business Days prior written notice, to appoint 
a receiver, interim receiver or receiver and manager or trustee in 
bankruptcy of any of the Obligors pursuant to this Agreement, the Credit 
Agreement, the other Loan Documents or Applicable Law (or apply to a 
court of competent jurisdiction to do so). 

3.2 No Other Waivers; Resei'vaticn of Rights 

The Agent and the Lender have not waived, and are not by this Agreement or the implementation 
of this Agreement waiving, any Existing Default or any Additional Default (whether the same or 
similar to the Existing Defaults or otlierwise), and the Agent and the Lender have not agi'eed to 
forbear with respect to any of their rights or remedies concerning any Additional Default 
(whether the same or similar to the Existing Defaults or otherwise) which may have occuired or 
be continuing as of the date of tliis Agreement or which may occur or be continuing after the date 
of this Agreement. The Agent and the Lender have not waived any of such rights or remedies, 
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and nothing in this Agreement, and no delay on their part in exercising any such lights or 
remedies, should be construed as a waiver of those rights orremedies. 

3.3 Fees and Interest 

3.3.1 In consideration of the agreements set out in this Agreement, Grafton-Fraser agrees to 
pay to the Agent, for the benefit of the Lender, an amendment and forbearance fee in 
the amount of $125,000 which shall be fully earned as at the date of this Agreement 
and is to be paid immediately upon the execution and delivery of this Agreement (the 
"Forbearance Fee"). 

3.3.2 The Forbearance Fee is in addition to all other fees (including legal fees), interest, 
costs, expenses and other ainoimts payable in connection with this Agreement, the 
Credit Agreement and the other Loan Documents (including fees contemplated in the 
Existing Credit Agreement to the extent that payment has not been received by the 
Agent as at tlie date hereof) and may be charged by the Agent to any account of the 
Borrowers maintained by the Lender, The Forbearance Fee will be fully earned by 
the Agent and the Lender despite any failure by any Obligor to comply with any other 
term of this Agreement. 

3.3.3 Notwithstanding Section 2.3.5 or any other provision of this Agreement or any 
provision within the Existing Credit Agreement or any other Loan Document: 

3.3.3.1 Canadian Prime Loans and Base Rate Loans to Grafton-Fraser shall be 
made at the Canadian Prime Rate plus 3.00% per annum or the Base Rate 
plus 3.00% per annum, as applicable, with interest acoming from day to 
day from the date of each such Borrowing; and 

3.3.3.2 Grafron-Fraser shall pay to the Agent for the account of the Lender, an 
Unused Line Fee for the period commencing on the GFÏ CCAA Filing 
Date in relation to its portion of the Credit Facility and at all times 
thereafter until its Obligations have been permanently and irrevocably 
repaid in full and the Credit Facility has been permanently and irrevocably 
reduced to nil, computed at a rate of 0.50% per annum on tlie average 
daily excess amount of Grafton-Fraser's Commitment (as amended 
pursuant to Article 5) over its Exposure (but excluding, solely for the 
purpose of this Section 3.3.3.2, any F/X Exposure of Grafton-Fraser), 
which Unused Line Fee shall be calculated monthly in airears on the last 
Business Day of each calendar month (and on the date on which the Credit 
Facility tejminates) and each such calculated amount shall be payable on 
the first Business Day of the immediately following calendar month (or on 
the date on which the Credit Facility terminates, as the case may be) with 
the Unused Line Fee being computed on the basis of a year of 365 or 366 
days, as the case may be, and payable for the actual number of days 
elapsed (including the first day but excluding the last day); and 

CAN^DMS: \105488869\15 



- 1 4 -

3.3.3.3 the Letter of Credit Fee, for the purposes of this. Agreement and the Credit 
Agreement, is increased to: (a) in respect of documentary Letters of. 
Credit, 1.75% per annum, and (b) in respect of standby Letters of Credit, 
2.50% per amium; in each case, on the face amount of each Letter of 
Credit issued by the Issuing Bank to Grafton-Fraser. 

ARTICLE 4 
OBLIGATIONS OF THE OBLIGORS DURING FORBEARANCE PERIOD 

4.1 Covenants of the Obligors 

During the Forbearance Period, Grafton-Fraser covenants and agrees as follows: 

4.1.1 subject to the provisions of any Court Order (including the GFI Initial Order) in each 
case that are not otherwise inconsistent with the terms of this Agreement and subject 
to the Stalking Horse APA, Gi*afton-Fraser will in all material respects, preserve 
current relations with, and the current goodwill of, customers, suppliers, employees, 
landlords, other stakeholders, any Governmental Authority and all other Persons 
having material business relationships with Grafton-Fraser; 

4.1.2 subject to the GFI Initial Order, Grafton-Fraser will pay all applicable Taxes that are 
Specified Priority Payables, permitting and license fees and rents and other amounts 
necessary to preserve the Collateral and to avoid any Lien thereon and pay all 
amounts due under any utility contracts; 

4.1.3 Grafton-Fraser will strictly adhere to all the terms, conditions and covenants of this 
Agreement, the Credit Agreement and the other Loan Documents and, subject to the 
CCAA Court issuing the GFI Initial Order, the Term DIP Agi-eement and the other 
Term DIP Credit Documents (as defined in the GFI Initial Order), including, without 
limitation, terms requiiing prompt payment to the Agent and the Lender of principal 
and interest amounts when due, except to the extent that those terms, conditions and 
covenants are otherwise specifically amended by this Agreement, or modified and 
agreed to in wiiting by the parties to such agreement and acknowledged and approved 
in wilting by the Agent; 

4.1.4 Grafton-Fraser will obtain the prior written consent of the Agent prior to 
disseminating general written communications to any customer, supplier or employee 
group, landlords and other stakeholders in respect of the Stalking Horse APA or the 
CCAA Proceeding; 

4.1.5 All motions, orders and other pleadings and related documents filed or submitted to 
the CCAA Court by Grafton-Fraser shall be consistent with tire teims hereof and all 
Court Orders shall not be inconsistent with or have an adverse impact in any material 
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respect on the rights, remedies or interests of the Agent or the Lender unless 
otherwise agreed to by the Agent and the Lender; 

4.1.6 notwithstanding anything to the contrary contained in this Agi'eement, the Credit 
Agreement or any other Loan Document, and unless otherwise consented to in 
writing by the Lender and the Agent; 

4.1.6.1 except for a sale pursuant to a {Successful Bid, the Consulting Agreement 
or tlie Stalking Horse APA, Grafton-Praser will not sell, assign, lease, 
convey or otherwise dispose of all or any part of its property, assets or 
undertaking, except for the sales of Inventory in the ordinary course of 
Grafton-Fraser's business, or enter into any agreement to do so; 

4.1.6.2 Grafton-Fraser will not make any payments outside the ordinary course of 
its business, subject to the obligation to comply with the Approved Cash 
Flow in all material respects; 

4.1.6.3 Notwithstanding the GFI Initial Order, Grafton-Fraser will not disclaim 
any contract that is material to Grafton-Fraser's business except as 
otherwise conten^iated or required under the Consulting Agreement or 
the Stalking Horse APA or any Successful Bid and approved by the 
Monitor on prior notice to the Agent; and 

4.1.6.4 Grafton-Fraser will not amend or renew, extend the term, disclaim or 
accept the suirender of any real property lease except as otherwise 
contemplated or required under or in connection with the Consulting 
Agreement, the Stalldng Horse APA or any Successful Bid and approved 
by tlie Monitor and on prior notice to the Agent. 

4.1.7 Grafton-Fraser will forthwith provide to the Agent (at the cost of Grafton-Fraser): 

4.1.7.1 (i) within one Business Day of delivery thereof to the Monitor, copies of 
all daily sales and margin reports, monthly internal financial statements 
and updates to the Appro ved Cash Flow that are reported weekly, together 
with any supporting information provided to the Monitor; (ii) within one 
Business Day of receipt from ie Monitor, any finai written reports, 
commentary or analysis received by Grafton-Fraser from the Monitor 
regarding the financial position of Grafton-Fraser or otherwise; and (iii) 
concurrent with the delivery of each weekly update to the Approved Cash 
Flow a report of invoiced and estimated accrued amounts owing to 
professionals who have the benefit of the Administration Charge; 

4.1.7.2 drafts of any Court Orders which ai'e being sought by Grafton-Fraser to be 
confirmed in advance to be satisfactory to the Agent and the Lender, 
acting reasonably, subject to any amendments that are required by the 
Court or Grafton-Fraser that are acceptable to tire Agent and the Lender, 
acting reasonably; 
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4.1.7.3 the following reporting information certified by the Chief Financial 
Officer (unless otherwise specified) of Grafton-Fraser and in form and 
detail satisfactory to the Agent: 

4.1.7.3.1 the reporting information required under the Credit 
Agreement (and, in particular. Section 5.1 thereof), 
including, without limitation, effective immediately, (a) the 
financial information pursuant to Section 5.1(b) of the 
Q-edit Agreement, and (ii) a Borrowing Base Report for 
Graflon-Fraser (it being also acknowledged and agreed by 
the Obligors that the "Weekly Reporting Trigger Period has 
commenced and is continuing); 

4.1.7.3.2 promptly after Grafton-Fraser learns of the receipt or 
occurrence thereof, a certificate Grafton-Fraser, signed by a 
senior officer of Grafton-Fraser, specifying: 

(a) notice of the institution of or any material adverse 
development in any action, suit or proceeding or 
any governmental investigation or any arbiti'ation 
before any court or arbitrator or any Governmental 
Authority or official against Grafton-Fraser Obligor 
which could reasonably be expected to have a 
Material Adverse Effect; 

(b) any official notice of any violation, possible 
violation, non-compliance or possible 
non-compliance, or claim made by any 
Governmental Authority or licensor pertaining to all 
or any part of the properties or Intellectual Property 
Rights of Grafton-Fraser which could reasonably be 
expected to have a Material Adverse Effect; 

(c) except for the Existing Defaults, any event which 
constitutes a Default or Event of Default, together 
with a detailed statement specifying the nature 
thereof and the steps being taken to cure such 
Default or Event of Default; 

(d) the receipt of any notice from, or the talcing of any 
other action by, the holder of any promissory note, 
debentiu'e or otlier evidence of Indebtedness of 
Gî'afton-Fraser with respect to an actual or alleged 
default, together with a detailed statement 
specifying the notice given or other action taken by 
such holder and the nature of the claimed default 
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and what action Grafton-Fraser is taking or 
proposes to talce with respect thereto; and 

(e) any other event, development or condition which 
could reasonably be expected to have a Material 
Adverse Effect; 

4.1.7.3.3 promptly: 

(a) after receipt by Graflon-Fraser, a copy of any notice 
received by Grafton-Fraser in which any creditor, 
landlord, licensor or other third party delivers a 
notice of defect, default, demand, acceleration or 
enforcement in respect of any obligation of Grafton-
Fraser, 

(b) provide the Agent and the Lender with any written 
restructuring, liquidation or sale proposal that is 
received by Grafton-Fraser, the Monitor, the 
Consultant or their respective advisors, which 
written proposals shall be subject to the SISP and 
Section 9.12 of the Credit Agreement; and 

4.1.7.3.4 promptly, all other reports and information required to be 
provided under this Agreement, the Credit Agreement, the 
Term DIP Agreement or any other Loan, Document or as 
may be otherwise reasonably required by the Agent from 
time to time. 

4.1.8 Use of Non-Lender Accounts: Grafton-Fraser agrees that at all times all of its 
deposit accounts shall be Blocked Accounts maintained with the Agent save and 
except for the deposit accounts listed on Schedule 4 hereto (the "Non-Lender 
Accounts") and the account listed on Schedule 5 hereto (the "Term DIP Account"). 
The full amount of all credit balances in the Non-Lender Accounts shall be 
transferred each Business Day to a Grafton-Fraser Blocked Account held at a brat^ch 
of the Agent which continues to be used in the ordinary cotuse for such deposits and 
transfers, Each of the Non-Lender Accounts shall only be used for recehdng deposits 
frojn retail store locations where no branch of the Agent is reasonably proximate to 
such location for the purpose of such deposits and shall only be used for deposits in 
the ordinary course of business of Graflon-Fraser in respect of such applicable retail 
location. 

4.1.9 Use of Tei*m DIP Account: The Term DIP Account shall only be used for receiving 
and holding advances under the Tenn DIP Agreement and disbursing those advances 
in accordance with the Term DP Agreement. 

4.1.10 Security: Grafton-Fraser vdll fiom time to time execute and deliver additional 
security documents and such supplements, amendments or additions as may be 
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requested by tlie Agent to any of the existing Liens held by the Agent (together with 
supporting resolutioiiSj certificates and other documentation as may be reasonably 
required) in order to better effect the intent of this Agreement, the Credit Agreement 
and the other Loan Documents. 

4.1.11 Suspension of Existing Financial Covenant: The Obligors and the Agent agree that 
compliance with the financial covenant set forth in Section 5.12 of the Existing Credit 
Agreement shall be temporarily suspended, and the Agent will not exercise any of the 
rights under the Existing Credit Agreement or the otlier Loan Documents solely in 
respect of any breach of such financial covenant, before or during the Forbearance 
Period. 

4.1.12 Further Assurances; Grafton-Fraser will provide any further or additional 
documents, whether provided for in this Agi'eement, the Credit Agreement, any other 
Loan Documents or otherwise, that tlie Agent may require to ensure that the Agent 
has and continues to have full and complete Guarantees firom each Obligor and a first 
ranldng Lien on ABL Priority Collateral and a second ranldng Lien on Term Priority 
Collateral, subject to Permitted Liens and the Administration Charge, the Term DIP 
Lender's Charge (solely in resepct of Term Priority Collateral) and Liens gi'anted to 
the Term Lenders (solely in respect of Term Priority Collateral) each as defined in the 
GFI Initial Order (including all amendments or supplements to any of this 
Agreement, tire Credit Agreement or any other Loan Document (including aU 
Security Documents) and all additional or supplemental debentures, hypothecs, 
mortgages, charges, assignments, pledges and/or other security deemed necessary or 
desirable by the Agent). 

4.1.13 Approved Cash Flow; On Thursday of each week, Grafton-Fraser, with the 
assistance of the Monitor, shall provide the Agent with a variance report (the "Cash 
Flow Variance Report") certified by the Chief Financial Officer of Grafton-Fraser 
showing on a line-by-line basis actual receipts and disbursements and the total 
available liquidity for the last day of the prior week for the cumulative period since 
the commencement of the GFI CCAA Proceeding and for a rolling cumulative four-
week period once the GFI CCAA Proceeding have been pending for four weeks and 
noting therein all variances on a line-by-line basis fiom tlie amounts in the Approved 
Cash Flow and shall include explanations for all material variances. The fust Cash 
Flow Variance Report shall be delivered on February 16, 2017. Grafton-Fraser, with 
the assistance of the Monitor, may firom time to time present the Agent with a revised 
13-week detailed budget substantially in the form of fiie current Approved Cash Flow 
(the "Updated Cash Flow"). The Agent may agree to substitute the revised cash 
flow for tlie then current Approved Cash Flow, in which case the Updated Cash Flow 
shall thereafter be deemed to be the effective Approved Cash Flow for the purposes 
hereof and a revised schedule of Minimum Receipts and Maximum Disbursements 
Covenant Levels corresponding to the Updated Cash Flow shall thereafter be deemed 
to be the effective Schedule 11 for the purposes hereof. 

4.1.14 Pre-Filing Borrowings: Grafton-Fraser shall seek and obtain, as part of the GFI 
Initial Order, an Order of the CCAA Court, in form and substance satisfactory to the 
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Agent and the Lender, authorizing aiid directing Grafton-Fraser to pay, in accordance 
with the Credit Agreement, as amended hereby, any and all amounts owing by 
Grafton-Fraser to the Agent and the Lender on account of Grafton-Fraser's pre-filing 
outstanding Borrowings under the Credit Agreement from time to time, whether such 
Borrowmgs obligations arose prior to or after the GFÎ CCAA Filing Date, provided 
that no advances of funds made by the Agent or the Lender to Grafton-Fraser under 
the Credit Agreement (as amended) made on or after the granting of the GFI Initial 
Order shall be used to pay Grafton-Fraser's pre-filing outstanding Borrowings under 
the Ci'edit Agreement (as amended) (the "Pre-fiiiug Payments Order"), 

4.1.15 Blocked Accountsr Grafton-Fraser agrees as follows; 

4.1.13.1 that it will enforce, collect and receive at its expense all amounts owing on 
its Accounts in the ordinary course of its business and any proceeds it so 
receives shall be subject to the terms of the Credit Agreement and this 
Section 4.1.15; 

4.1.13.2 that, on the GFI CCAA Filing Date and at all times thereafter: (a) each of 
the Grafton-Fraser deposit accounts that receive proceeds of Inventory or 
other Property subject to a Lien in favoin of the Agent or other.vise 
(including, for greater certainty, Non-Lender Accounts) are and shall be 
Blocked Accounts (other than the Term DIP Accounts) subject to duly 
executed and delivered Blocked Account Agi'eements and complying in 
all respects with the terms set forth in the Credit Agreement, (b) Grafton-
Fraser shall have delivered to the Agent evidence satisfactory to the Agent 
that blocked account and cash management systems with all such Persons 
complying in all respects with the terms set foiih in the Credit Agreement 
have been established and are currently being maintained in the manner 
set forth in the Credit Agreement, and (c) it shall have delivered to the 
Agent copies of duly executed tri-party blocked account and other control 
agreements satisfactory to the Agent, acting reasonably, with all such 
other Persons as required by the Agent in its sole discretion; and 

4.1.13.3 that it will seek and obtain, as part of the GFI Initial Order, an Order of the 
CCAA Court, in form and substance satisfactory to the Agent and the 
Lender, authorizing and directing Grafton-Fraser to enter info and perform 
under the above described Blocked Accounts arrangements (the "Blocked 
Accounts Order"). 

The Parties hereto hereby acknowledge, confirm and agree that the continuing 
implementation of the cash management arrangements is a conlractual right provided 
to the Agent hereunder and under the Credit Agreement in order for the Agent to 
manage and monitor its' collateral position and not a proceeding for enforcement or 
recovery of a claim, or pursuant to, or an enforcement of, any security or remedies 
whatsoever, that the cash management arrangements contemplated herein are critical 
to the stiucture of the lending arrangements contemplated herein, that the Agent is 
relying on this acknowledgement, confirmation and agreement with respect to such 

CAN_DMS; \105488869\15 



- 2 0 -

cash managemeiit arrangements in maldng accommodations of credit available to 
Grafton-Fraser and in particular that any accommodations of credit ai*e being 
provided by the Agent and the Lender to Grafton-Fraser strictly on the basis of a 
borrowing base calculation to fully support and collateralize any such 
accommodations of credit hereunder. 

4.1.16 Sale or Investment Solicitation Process: Grafton-Fraser agrees, subject to Court 
approval thereof, to undertalce and comply with the SISP and agrees that the Stalking 
I-Iorse and SÏSP Order must be in form and substance satisfactory to the Agent and 
the Lender, acting reasonably and, for greater certainty the SISP shall proceed on the 
timeline set forth in Schedule 9 hereto, with such amendments as may be agreed to by 
the Agent and the Lender; 

4.1.17 Consulting Agreement; The Consulting Agreement shall be in form and substance 
satisfactory to the Agent and the Lender, acting reasonably and, for greater certainty, 
Grafton-Fraser shall not amend the Consulting Agreement or enforce or decline to 
enforce its rights and remedies under the Consulting Agi-eement without the prior 
written consent of tlie Agent and the Lender; 

4.1.18 Notice of Default, Grafton-Fraser shall provide to tlie Agent and the Lender 
immediate wiitten notice upon the occurrence of any Default or Event of Default 
under the Term DP Agreement or the Term Forbearance Agreement. 

4.1.19 KERP. Except as otherwise contemplated in the GFl Initial Order or any other Coiui 
Order, Grafton-Fraser will not establish or make any retention or bonus payments or 
amend the terms of the KERP (as defined in the GFI Initial Order); 

4.2 Covenants in the Credit Agreement and the other Loan Documents 

Except as expressly modified in this Agreement by specific reference, all of the covenants in this 
Agi'cement ai'e in addition to and not in substitution for the covenants of the Obligors in the 
Credit Agreement and the other Loan Documents. 

ARTICLE 5 
AMENDMENTS TO LENDING ARRANGEMENTS 

5.1 Amendments to Existing Credit Agreement 

5.1.1 Each of the Obligors hereby agrees with tlie Agent and the Lender that, effective 
immediately, (a) the Commitment of the Lender to 2473304 shall be reduced to zero 
and terminated and to Grafton-Fraser shali be $25,000,000; (b) the Lender shall not 
be required to extend further credit under the Credit Agreement to 2473304; (c) the 
Lender shall not be required to extend any fiuther credit under the Credit Agreement 
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to Graftoii-Fraser,.aiid Grafton-Fraser shall not make any request for Borrowngs, if 
any further extension of ci-edit made by the Lender as requested by Grafton-Fraser 
•would result in the Lender's Exposure to Grafton-Fraser exceeding the lesser of 
$25,000,000 or the Borrowing Base of Gi*afton-Fraser; (c) Borro\vings made by 
Grafton-Fraser wiU be subject to a calculation of the Bon'owing Base and of all of the 
components thereof attributable solely to Grafton-Fraser (including, without 
limitation, its Eligible Credit/Debit Card Accounts, its Eligible Inventory, its 
Availability Reserves and its Priority Payables components included in the BoiTowing 
Base and not any of the foregoing relating to 2473304) such that none of the 
Collateral of 2473304 shall be available to Grafton-Fraser to support Grafton-Fraser 
Borrowings; (d) no Borrower will create, incur, assume or permit to exist any 
Indebtedness of one Borrower to the other Borrower; and (e) all amounts owing by 
2473304 under the Credit Agreement as at the date of this Agreement, which amounts 
are $1,422,988.76 (plus accrued interest from and including January 24, 2017), shall 
be added to the Borrowings of Grafton-Fraser under the Credit Agreement and shall 
for all purposes be treated as Gi'afton-Fraser Borrowings under the Credit Agi'eemem. 
The ability of Grafton-Fraser to incur Borrowings shall be determined on the basis 
that all debts and obligations of Grafton-Fraser incurred in respect of goods or 
services provided after the date of tlie GFI Initial Order in the GFI CCAA 
Proceedings shall be dealt with in accordance with the Approved Cash Flow. 

5.1.2 Each of the Obligors hereby agrees with the Agent and the Lender that, effective 
immediately, (a) no new Bankers' Acceptances, BA Equivalent Loans or LIBO Rate 
Loans shall be made available to, or may be continued or converted by, the Borrowers 
under the Credit Agreement, provided that, so long as no Terminating Event occurs, 
any existing Bankers' Acceptances, BA Equivalent Loans, and LIBO Rate Loans 
made to Grafton-Fraser shall be allowed to expire and converted to Canadian Prime 
Loans and Base Rate Loans in accordance with the Credit Agreement; (b) no new 
Letters of Credit shall be requested or issued for the benefit of Grafton-Fraser or 
2473304, provided that, so long as no Terminating Event occurs, any existing Letter 
of Credit issued for the benefit of Grafton-Fraser shall be allowed to remain 
outstanding and renew in accordance witii its terms; and (c) no new F/X Contract 
shall be requested or concluded for the benefit of2473304 or Grafton-Fraser. 

5.1.3 Except to the extent otlierwise set forth in this Agreement, the Credit Facility of 
Gi'afton-Prascr shall continue in accordance with its terms and conditions as set forth 
in the Existing Credit-Agreement. 

5.1.4 Grafton-Fraser hereby agrees that it shall request Advances (as defined in the Term 
DIP Agreement) under the Term DIP Agreement as necessary for such Advances to 
be received in the amounts and on the dates set out in the Approved Cash Flow and 
that Grafton-Fraser shall only be permitted to request and obtain Borrowings under 
the Credit Agreement if, at the date of such. Borrowings, Grafton-Fraser has received 
ftom the lenders under the Term DIP Agreement all Advances under the Term DIP 
Agreement that were forecasted to be received by such date in accordance with the 
Approved Cash Flow. 
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5.2 Purpose 

5.2.1 The proceeds of Borrowings by Grafton-Fraser shall, subject to the provisions of this 
Agreement, be used for flmding in the ordinary course its operations and restructuring 
during the GFÎ CCAA Proceedings, its out-of-pocket costs incurred in connection 
with tlie GFI CCAA Proceedings (including all reasonable fees and expenses of its 
counsel, the Monitor and the Monitor's counsel and the Agent's counsel), and for 
such other purposes as may be agreed to by the Agent in writing; all in accordance 
with the Approved Cash Flow. 

ARTICLE 6 
REPRESENTATIONS, WARRANTIES AND COVENANTS 

Each of the Obligors represents, warrants and covenants witli and to the Agent and the Lender as 
follows: 

6.1 Representations in Loan Documents 

Except for any representation and wan'anty set out in any of the Loan Documents relating to the 
non-existence of an Existing Default stated to be made as at a particular date, each of the 
representations and waiTaiities made by or on behalf of Grafton-Fraser to the Agent and the 
Lender in the Existing Credit Agreement or any of the other Loaîi Documents is, in all material 
respects, true and correct on the date of this Agreement. 

6.2 Full Effect of Documents 

This Agreement, the Existing Credit Agreement and the other Loan Documents are in full force 
and effect, except as modified by this Agreement 

6.3 No Conflict 

The execution and delivery and performance of this Agreement by each Obligor will not violate 
any requirement of Applicable Law or any Material Conti'act of Grafton-Fraser, and will not 
result in, or require, the creation or imposition of any Lien on any of its properties or revenues 
except as expressly contemplated herein. 

6.4 The Agent May Pursue Rights and Remedies 

Nothing in this Agreement will prejudice the Agent and the Lender's rights to pursue any of their 
rights or remedies including, without limitation, subject to die Intercreditor Agreement, from 
enforcing their rights under any of this Agreement, the Existing Credit Agreement or any of the 
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other Loan. Documents or under Applicable Law following the e^qDiry or termination of the 
Forbearance Period. 

6.5 Terminating Events 

Other than as provided in this Agreement or as may otherwise be consented to in writing by the 
Agent, the occurrence of any of the following events (other than any such event that constitutes 
or gives rise to an Existing Default) will constitute a "Terminafing Event" under this 
Agreement (and, for purposes of greater certainty, a Default or an Event of Default under the 
Credit Agreement and the other Loan Documents): 

6.5.1 if any Additional Default occurs; 

6.5.2 if, on a cumulative basis tested weekly, in any given week dtiring the Forbearance 
Period, the actual Retail Receipts (as so described in the Approved Cash Flow) are 
less than the Minimum Cumulative Receipts amount as shown on Schedule 11 hereto, 
or the aggregate amount of the actual Operatmg Dishui'sements and Non-Operating 
Disbursements (each as so described in the Approved Cash Flow) aie greater than the 
Maximum Cumulative Disbursements amount as shown on Schedule 11 hereto; 

6.5.3 if any Tenninating Event (as defined in the Term Forbearance Agreement as it exists 
as at the date of this Agreement) occurs; 

6.5.4 an Event of Default (as defined in the Teim DIP Agreement as it exists as at the date 
of this Agreement) occurs: unless the Agent, the Lender and the Term Lenders 
mutually agree to waive such Event of Default; 

6.5.5 if (a) Grafton-Fraser creates, incurs, assumes or permits to exist any Lien on any of its 
property, undertaking or assets now owned or hereafter acquired, or (b) the CCAA 
Court makes any order declaring that all or part of Grafton-Fraser's property is 
subject to a Lien in favour of any party other than the Agent and such court ordered 
charge purports to rank In any manner whatsoever in priority to or jpan' passu with 
any claim of the Agent under its Liens in the Security Documents, other than 
Permitted Liens and any court-ordered charge(s) approved by tlie Agent and granted 
by the CCAA Court in the GFI CCAA Proceedings or (in each case solely in respect 
of the Term Priority Collateral) the Term DIP Charge and the Liens granted to the 
Term Lender. 

6.5.6 if, on or after the date of this Agreement: 

6.5.6.1 the GFI CCAA Proceedings are terminated without the prior or concurrent 
consent of the Agent or any Order of the CCAA Court is sought by 
Grafton-Fraser or granted by the CCAA Court that could reasonably be 
expected to materially adversely affect the interests of the Agent or the 
Lender, 
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6.5.6.2 tlie Monitor reports to the CCAA Court that there has been a material 
adverse change in respect of Grafton-Fraser and/or the GFI CCAA 
Proceedings; 

6.5.7 if the lenders under the Term DIP Agreement refuse to make any Advance requested 
by Grafton-Fraser or do not make any Advance requested by Grafton-Fraser, in each 
case because the conditions for such Advance are not satisfied or for any other 
reason, unless the requested Advance is made on or before 5:00 p.m. (Toronto time) 
on the Business Day immediately following the Business Day for which such 
Advance was requested as stated in the Advance request from Grafton-Fraser; 

6.5.8 the Stallcing Horse APA is terminated or the Stalldng Horse Purchaser terminates the 
Exit Commitment, in each case unless resulting fi'om the rejection of the Stalking 
Florse APA due to the approval by the CCAA Court of an alternate Successflil Bid in 
a circumstance where the Stalldng Horse APA is not a back-up bid under the SISP; 

6.5.9 if any representation, wairanty or other statement made or deemed to be made by 
Grafton-Fraser in this Agreement, the Credit Agreement or any of the other Loan 
Documents or in any of tire documents or instruments to be delivered to the Agent 
and the Lender as contemplated by this Agreement is unti'ue in any material respect; 

6.5.10 if, other than tlie GFI CCAA Proceedings, any action is taken by or against or 
consented to by Grafton-Fraser to institute proceedings to be liquidated, adjudicated a 
bankrupt or insolvent or consent to the institution of liquidation, bankruptcy, 
insolvency or similar proceedings against Grafton-Fraser, or file a petition (or similar 
action or proceeding) or consent seeking reorganization, aiTangement, or relief from 
creditors, or talce or commence any other steps or proceedings under any one or more 
of the applicable insolvency, liquidation, baniaaiptcy or analogous statutes or laws 
unless, in the case of any action taken against Grafton-Fraser in connection with any 
of the foregoing, such petition, application or proceeding is contested by Grafton-
Fraser and is dismissed or stayed within 10 Business Days after the institution thereof 
(and in the case of a stay, such stay is continuing); 

6.5.11 if any creditor or encumbrancer of Grafton-Fraser talces possession of any of its 
propeity or assets, or if distress or execution or any similar process is levied or 
enforced against Grafton-Fraser's property or assets; 

6.5.12 if any of tlie Obligors contests or denies in any mamier the legality, validity, binding 
nature or enforceability of this Agreement, the Existing Credit Agreement or any of 
the other Loan Documents or any liabilities and obligations to the Agent or the 
Lender under or relating to this Agi'eement, the Existing Credit Agreement or any of 
the other Loan Documents; 

6.5.13 if any liability arises or event occurs, including any change in the business, assets or 
conditions, financial or otherwise, of Grafton-Fraser that will, in the Agent's or the 
Lender's judgment, acting reasonably, materially ftiither impair Grafton-Fraser's 
financial condition, operations or ability to comply with its obligations under tliis 
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Agreement, the Existing Credit Agreement, or any of the Term DIP Agreement, Term 
DIP Credit Documents or Term Forbearance Agreement or any Court Order or carry 
out the SISP in a manner reasonably acceptable to the Agent and the Lender; 

6.5.Î4 if any step is taken or event occurs that would materially prejudice or jeopardize the 
Agent's or the Lender's priority rights with respect to the ABL Priority Collateral or 
the Term Priority Collateral imder this Agreement, the Credit Agreement or the other 
Loan Documents; or 

6.5.15 if the stay imposed under the GFI CCAA Proceedings is lifted, in whole or in part, is 
terminated or lapses without extension, unless the Agent consents thereto. 

Upon the occurrence of a Terminating Event, the Forbearance Period will automatically 
terminate without requirement for any notice to any Obligor or any other action whatsoever by 
the Agent, subject to Applicable Law. 

ARTICLE 7 
CONDITIONS Pl^CEDENT TO THIS AGREEMENT 

7.1 Couditious Precedent 

7.1.1 The forbearance and other accommodations gi-anted by the Agent and the Lender 
hereunder sliall only be granted by the Agent and the Lender if the following 
conditions precedent (the "Conditions Precedent") have been complied with in a 
manner satisfactory to the Agent on or before 3:00 p.m. (EDT) on January 25, 2017, 
or such other time or date as specified below: 

7.1.1.1 the Agent has received a duly authorized, executed and delivered PDF 
copy of this Agreement executed by each of the Obligors and each of the 
Obligors undertake to deliver an original executed copy of this Agreement 
to the Agent as soon as reasonably possible thereafter; 

7.1.1.2 tlie payment of: (i) the Forbearance Fee owing to the Agent and the 
Lender payable under Section 3.3.1, and (ii) all fees, disbursements and 
taxes of Agent's legal counsel due and owing to Agent's legal counsel at 
such time pursuant to a delivered invoice; it being aclcnowledged and 
agreed by the Obligors that, in satisfying tlris condition precedent, each 
such amount shall be automatically debited by the Agent fi'om the 
operating account of Grafion-Fraser without any further consent or 
agreement of Grafton-Fraser being required in respect thereof; 

7.1.1.3 the Agent shall have confirmed to tlie Obligors that the Approved Cash 
Flow prepared by Grafton-Fraser to be filed with its CCAA materials is 
satisfactory to the Agent; 
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7.1.1.4 the Agent shall have received, drafts of the GFI Initial Order, the 
Consulting Agreement, the Stalking Horse APA, the StaUdng Horse and 
SISP Order and the SISP and drafts of all supporting affidavits and reports 
to be filed in the GFI CCAA Proceedings, the list of creditors and tlie 
Approved Cash Flow and such materials shall be in form and substance 
satisfactory to the Agent and the Lender, acting reasonably; 

7.1.1.5 the GFI Initial Order shall be in foim and substance satisfactory to the 
Agent and the Lender and shall, inter alia,: 

7.1.1.5.1 provide that the Agent shall at aU times be treated as an 
"unaffected creditor" in the GFI CCAA Proceedings and in 
any plan of compromise or arrangement filed pui-suant 
thereto and/or in any other insolvency, resti'ucturing, 
reorganization and/or arrangement proceeding with respect 
to Grafton-Fraser thereafter including, without limitation, 
proceedings under the CCAA or the BIA and any stay of 
proceedings ordered by the CCAA Court in the GFI CCAA 
Proceedings shall not apply to the Agent and tlie Lender; 
provided that if availability remains for Grafton-Fraser to 
borrow under the Credit Agi'eemcnt, the Agent shall, to the 
extent of the fimds available only, for a period of not less 
than five (5) Business Days following notice of any 
Terminating Event continue to fund only the payment of 
50% of the Specified Prioiity Payables (excluding FIST and 
all sales Taxes) (and the lenders under the Term DIP 
Agreement shall also ftmd 50% of the Specified Priority 
Payables (excluding HST and all Sales Taxes)), and, 
provided there is sufficient availability, such expenditures 
as are contemplated in tlie then current Approved Cash 
Flows and reasonably requested by Grafton-Fraser and as 
agreed to by the Agent acting in its soie and unfettered 
discretion; 

7.1.1.5.2 provide that the aggregate of any and all advances of fimds 
by the Agent and the Lender to Grafton-Fraser under tlie 
Credit Agi-eement (as amended by tliis Agreement) made 
on or after the time of the granting of the Initial Order shall 
be secured by a CCAA Coiut ordered security and charge 
in favour of the Agent (the "ABL DIP Priority Charge") 
which security and charge shall rank in priority to every 
other claim, Lien and security interest against Gi-afton-
Fraser's property, assets and undertaking (other than the 
Term Priority Collateral (as such tenn is defined in the 
Intercreditor Agreement)), other than the Admiuisti'ation 
Charge (as defined in the GFI Initial Order), which may 
have priority over the ABL DP Priority Charge and the 
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Agent's Liens, without any need or requirement for any 
further steps for attachment, perfection, opposability 
against third parties, registration, publication or other 
notice thereof required to be taken by the Agent; 

7.1.1.5.3 except as may be expressly consented to by the Agent, at 
no time on or after tire GFI CCAA Filing Date shall all or 
part of Grafton-Fraser's property be the subject of a court 
ordered security or charge in favour of any party where 
such security or charge is purported to ranlc in any manner 
whatsoever in priority to or pari passu with any claim of 
the Agent or the Lender in respect of the Liens under the 
Secimty Documents, other than the Administration Charge, 
the Tei'm Lender's DIP Charge (solely in respect of the 
Term Priority Collateral) and the Liens granted to the Term 
Lenders (solely in respect of the Term Priority Collateral) 
and under the ABL DIP Priority Charge; 

7.1.1.5.4 include the Pre-filing Payments Order; and 

7.1.1.5.6 include the Blocked Accounts Order, 

7.1.1.6 the Agent shall have received satisfactory evidence tliat the Teim 
Administrative Agent has agreed to forbear hom exercising any rights or 
remedies under the Term Loan Documents as a result of any default or 
event of default of the Obligors existing thereunder ailsing from the .INY 
CCAA Proceedings, the GFI CCAA Proceedings or odierwise, and 
deiiveiy of an executed copy of the Term Forbeai'ance Agi'eement shall be 
satisfactory evidence thereof as well as shall constitute the consent by the 
Agent and the Lender to the changes to the Tenn Loan Documents and 
other agreements contemplated tliereby; 

7.1.1.7 the Agent shall have received satisfactor>' evidence that the Term 
Administrative Agent and Grafton-Fraser have entered into the Term DIP 
Agreement, subject to the granting of Ihe GFI Initial Order, the Teim DP 
Agreement will be effective, and delivery of an executed copy of the Tenn 
DP Agreement shall be satisfactory evidence thereof; 

7.1.1.8 all other documentation reasonably requited by the Agent and its counsel 
in connection with this Agreement (including, without limitation, such 
hirther assurances, resolutions, opinions and additional confh'mations or 
other agreements relating to the Agent's Liens), all duly authorized, 
executed and delivered in form and substance satisfactory to the Agent in 
its sole discretion. 

The Conditions Precedent are for the sole benefit of the Agent and the Lender and may be 
waived only by the Agent in writing. If the conditions precedent are not complied with to the 
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satisfaction of the Agent as provided for above, and the Agent will not waive satisfaction tliereof 
at its sole discretion, then the forbearance and other accommodations granted by the Agent 
hereunder shall be teiTninated. 

ARTICLE 8 
GENERAL 

8.1 Effect of this Agreement 

Except as modified by this Agreement, no other changes or modifications to the Existing Credit 
Agreement or the other Loan Documents are intended or implied, and in all other respects the 
Existing Credit Agreement and the other Loan Documents are specifically aclcnowledged, 
ratified and confii-med by the Obligors. To the extent of conflict between the terms of this 
Agreement, the Existing Credit Agreement and the other Loan Documents, the terms of tliis 
Agi'eement will govern. 

8.2 Consent to Term DIP Agreement 

Tlie Agent consents to (i) the entry of Grafton-Fraser into tlie Term DIP Agreement; (ii) the DIP 
Facility on terms consistent with tlie Tenn DIP Agreement; and (iii) the granting of the DIP 
Lenders' Charge, provided that such DIP Lenders' Charge shall be on terms consistent with the 
Intercreditor Agreement and a GFI Initial Order in form and substance acceptable to the Agent 
and the Lender. 

8.3 Costs and Expenses 

The Obligors hereby absolutely and unconditionally jointly and severally agree to pay to and 
fully indemnify the Agent, on demand by the Agent at any time and as often as may be required, 
whether or not all or any of the transactions contemplated by tills Agreement are consummated, 
all fees and disbursements of the Monitor, the Consultant, all counsel to the Agent, any financial 
advisor retained by the Agent, all other consultants to and agents of the Agent and all oilier 
expenses incurred by tlie Agent in connection with this Agreement, the Credit Agreement and 
the other Loan Documents including without limitation: (a) legal expenses in connection with 
the preparation, negotiation and interpretation of this Agi'eement, the other agreements or 
documents contemplated by this Agreement, the Credit Agreement and the other Loan 
Documents and the administi'ation of this Agreement, the Credit Agreement and the other Loan 
Documents generally; (b) all documented expenses of advisors and consultants to and agents of 
the Agent (including legal expenses on a full indemnity basis) incurred in coimection with the 
protection and enforcement of this Agreement, the Credit Agreement or any of the other Loan 
Documents or in coimection with any proceeding in respect of banloTiptcy, insolvency, winding 
up, receivership, dissolution, reorganization, liquidation, moratorium, arrangement or assignment 
for the benefit of creditors involving any Obligor; in each of the foregoing events whether under 
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the laws of Canada, Ontario or other applicable jurisdiction, or any local or foreign banlcmptcy, 
insolvency, reorganization, receivership or similar law. Each Obligor specifically authorizes the 
Agent to debit ftom any of its accounts with the Agent tlie amount of any such existing and 
future fees and disbursements, and other expenses and the Agent agrees to use commercially 
reasonable efforts to notify such Obligor of such debit and the amoimt thereof as soon as 
practicable thereafter. 

8.4 Release 

8.4.1 In consideration of this Agreement and for other good, and valuable considération, 
each Obligor, on their own behalf and on behalf of their respective successors, 
assigns, and other legal representatives, absolutely, unconditionally and irrevocably 
releases the Agent and the Lender, and their present and former shareholders, 
affiliates, subsidiaries, divisions, predecessors, directors, officers, legal counsel, 
consultants, employees, agents and other representatives, and their successors and 
assigns (all of which are referred to collectively as the "Releasees" and individually 
as a "Releasee"), of and from all demands, actions, causes of action, suits, covenants, 
contracts, controversies, agreements, promises, sums of money, accounts, bills, 
reckonings, damages and any and all other claims, counterclaims, defences, rights of 
set-off, demands and liabilities (individually, a "Claim" and collectively, "Claims") 
Icnown or unknown, both at law or in equity, that such Obligor or any of their 
respective successors, assigns, or other legal representatives may now or later have or 
claim against any of the Releasees by reason of any circumstance, action, cause or 
thing which aiises at any time on or prior to the date of this Agreement, including for 
or on account of, or in relation to, or in any way in connection with (a) this 
Agreement, the Credit Agreement, the JNY Forbearance Agreement (which has been 
amended and restated by this Agreement) or any of the other Loan Documents or any 
transactions under or related to, this Agreement, the Credit Agreement, the JNY 
Forbearance Agreement (which has been amended and restated by this Agreement) or 
any of the other Loan Documents; and (b) any and all proposed refmancings of the 
Borrowers by the Lender (past or present), including, without limitation, any and all 
prior proposed offers of fmance (whether consummated or not), tenn sheets, 
indicative and non-binding term sheets or negotiations for financing, between the 
Lender and any and all of the Borrowers. 

8.4.2 each Obligor understands, acknowledges and agrees that the release set out in 
Section 8.4.1 may be pleaded as a full and complete defence and may be used as a 
basis for an injunction against any action, suit or other proceeding which may be 
instituted, prosecuted or attempted in breach, of the provisions of that release; 

8.4.3 each Obligor agrees that no fact, event, circumstance, evidence or transaction which, 
could now be asserted or which may later be discovered will affect in any manner the 
final, absolute and unconditional nature of the release set out in Section 8.4,1; and 
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8,4.4 each Obligor acknowledges that it has no rights, claims or entitlements under or in 
connection with the Exit Commitment and the Exit Commitment is not and shall not 
be construed as an offer open to acceptance by or enforceable by any Obligor. 

8.5 Survival of Representations and Warranties 

AH representations and warranties made in this Agreement or any other document delivered in 
connection with this Agreement will survive the execution and delivery of this Agreement and 
the other documents and no investigation by the Agent or the Lender or any closing will affect 
the representations and warranties or the right of the Agent or the Lender to rely upon them. 

8.6 Governing Law 

This Agreement is governed by, and is to be construed and interpreted in accordance with, the 
laws of the Province of Ontario and the federal laws of Canada effective therein. 

8,7 Reviewed by Legal Counsel 

Each Obligor represents and warrants to the Agent and the Lender that it: 

8.7.1 understands fully the terms of this Agreement and the consequences of the execution 
and delivery of this Agi-eenient; 

8.7.2 has been afforded an opportunity to have this Agreement reviewed by, and to discuss 
this Agreement and any documents executed in connection herewith with, such 
la'v^'yers and other persons as .such Obligor may wish; and 

8.7.3 has entered into this Agreement and executed and delivered all documents in 
connection herewith of its own free will and accord and without threat, duress or 
other coercion of any kind by any Person. 

Ihe Parties hereto acknowledge and agi-ee that neither this Agreement nor the other documents 
or instruments executed pursuairt hereto will be construed more favourably in favour of one than 
the other based upon which Party drafted the same, it being acknowledged that all Parties hereto 
contributed substantially to the negotiation and preparation of this Agreement and the otlier 
documents and instruments executed pursuant hereto or in connection herewitli. 

8.8 Submission to Jurisdiction 

Without prejudice to the ability of any Party to enforce this Agreement in any other proper 
jurisdiction, each of the Parties irrevocably submits and attorns to the non-exclusive jurisdiction 
of the courts of Ontario sitting in Toronto to determine all issues, whether at law or in equity 
arising &om this Agreement. To the extent permitted by Applicable Law, each of the Parties 

CAN DMS:\105488869\15 



irrevocably waives any objection (including any claim of inconvenient forum) to the venue of 
any legal proceeding arising out of or relating to this Agreement in the courts of that country, or 
that the subject matter of this Agreement may not be enforced in those courts, and irrevocably 
agrees not to seek, and hereby waives any right to, judicial review by any court which may be 
called upon to enforce the judgment of the courts referred to in this Section 8.8, of the 
substantive merits of any such suit, action or proceeding. To the extent a Parly has or hereafter 
may acquire any immunity tfom the jurisdiction of any court or from any legal process (whether 
through service or notice, attachment prior to judgment, attachment in aid of execution, 
execution or otherwise) with respect to itself or its property, that Party irrevocably waives that 
immunity in respect of its obligations under tlais Agreement. 

8.9 Mutual Waiver of Jury Trial 

Because disputes arising in connection with complex financial transactions are most quickly and 
economically resolved by an experienced and expert person and the Parties wish applicable 
provincial and federal laws to apply (rather than arbitration rules), the Parties desire that their 
disputes be resolved by a judge applying those Applicable Laws. Therefore, to achieve the best 
combination of the benefits of the judicial system and of arbitiution, the Parties waive ail rights 
to trial by jury in any action, suit, or proceeding brought to resolve any dispute, whether arising 
in contract, tort, or otherwise between the Agent, the Lender and" any Obligor, arising out of, 
connected with, or related or incidental to, the relationship established between them in 
connection with tliis Agreement, the Credit Agreement or any of the other Loan Documents or 
the transactions related to this Agreement, the Credit Agreement or any of tlie other Loan 
Documents. 

8.10 Time of Essence 

Time is of the essence in all respects of this Agi-eement. 

8.11 Unaffected Creditor Status of the Agent and the Lender 

The Agent and the Lender shall at all times be treated as an "unaffected creditor" in the GFI 
CCAA Proceedings and in any plan filed pursuant thereto and/or in any other insolvency, 
restructuring, reorganization and/or arrangement proceeding with respect to Grafion-Fraser 
thereafter including, without limitation, proceedings under the CCAA. Grafton-Fraser 
acknowledges that the Agent and the Lender have relied to their detriment on this covenant in 
entering into this Agreement. 

8.12 Notices 

Any Communication or notice must be in vaiting and delivered in accordance witli the Credit 
Agreement. 
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8.13 Fnrther Assurances 

Each Obligor will, at its own cost, execute and deliver all further agreements and documents and 
provide all further assurances as may be reasonably required by tire Agent to give effect to this 
Agi'eeraent and, without limiting the generality of tlie foregoing, will do or cause to be done all 
acts and things, execute and deliver or cause to be executed and delivered all agreements and 
documents and provide such assurances, undertakings and information as may be required from 
time to time by all regulatory or governmental bodies or stock exchanges having jui-isdiction 
over the affairs of a Party or as may be required from time to time under applicable securities 
legislation. 

8.14 Confirmation of Documents and Terms 

Each of the Obligors hereby agrees to the terms of this Agreement and confirms to and agrees 
with the Agent and the Lender that its liabilities and obligations, and the Liens created under or 
pursuant to all Security Documents, Loan Documents and other documents and instruments 
executed in connection with the Credit Facilities and accommodations provided for or 
contemplated in the Credit Agreement continue in full force and effect in accordance with their 
respective terms and that all Security Documents and other Loan Documents executed by it 
secure and shall continue to secure the Obligations. 

8.15 No Merger or Novation 

All Security Documents, other Loan Documents and other documents and instruments provided 
to the Agent and the Lender or otherwise entered into by the Obligors prior to the date hereof in 
connection witli the Ci'edit Facilities and accommodations provided for or contemplated in the 
Existing Credit Agreement, there being no novation or merger of the Existing Credit Agreement 
(as amended pursuant to this Agreement), any of the Agent's Liens under the Security 
Documents or any of the other Loan Documents, and all Obligations continue under the Existing 
Credit Agreement (as amended by this Agreement) and the other Loan Documents. 

8.16 Amendment and Waiver 

No supplement, modification, amendment, waiver, discharge or termination of tliis Agreement is 
binding imless it is executed in writing by the Vsxty to be bound. No waiver of, failure to 
exercise or delay in exercising, any provision of this Agreement constitutes a waiver of any other 
provision (whether or not similar) nor does such waiver constitute a continuing waiver unless 
otherwise expressly provided. 
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8.17 Assignment and Enurement 

No Obligor will be entitled to assign this Agreement or any right or obligation under this 
Agreement without the prior consent of the Agent. The Agent may assign this Agreement and 
any of their rights and obligations under this Agreement without the consent of or notice to any 
Obligor. This Agreement enures to the benefit of and is binding upon the Parties and their 
respective successors and permitted assigns. 

8,18 Severability 

Each provision of this Agreement is distinct and severable. Tf any provision of this Agreement, 
in whole or in pait, is or becomes illegal, invalid or unenforceable in any jurisdiction by a court 
of competent jurisdiction, the illegality, invalidity or unenforceability of that provision will not 
affect: 

8.18.1 the legality, validity or enforceability^ of the remaining provisions of this Agreement; 
or 

8 J 8.2 the legality, validity or enforceability of that provision in any other jurisdiction. 

8.19 Counterparts 

This Agreement may be executed and delivered by the Parties in one or more counterparts, each 
of which when so executed and delivered will be an original and such counterparts will together 
constitute one and the same instrument. 

8,20 Eiccti'onic Signatures 

Delivery of this Agi'eement by facsimile or other electi-onic tmnsmission (including through 
"pdf format via email) constitutes valid and effective delivery. 

8.21 Paramountcy 

In the event of any conflict or inconsistency between the provisions of this Agreement and the 
provisions of the Existing Credit Agreement or any other Loan Document, the provisions of this 
Agreement shall prevail. 

THE REMAINDER OF THIS PAGE HAS BEEN BNTENXIONALLY LEFT BLANK. 
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•î 
Each ot the Parties has executed and delivered this Agreement effective as of the 1 day of 
January, 2017. 

2473304 ONTARIO INC. 

Per 
Name: \ 1 J 
Title: \yy Vf 

CCAA froccss rorljcnnmce Agi'ccinenf-signatui'cpago 



GRAFTON-FRASERINC. 

Per 
Name; 
Title; 

Vice President -& CFO 
Graâon-Frossr ïnc. 

CCAÂ Process Forbearance Agreement-signature page 



CANADIAN IMPERIAL BANK OF 
COMMERCE, as Agent and as Lender 

Name: 
Title: italo Fortino 

Authorized Signatory 

Per 
Name: 
Title: Ky!e Lane 

Authorized Signatory 
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SCHEDULE 1 

[INTENTIONALLY DELETED] 
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SCHEDULE2 
APPROVED CASH FLOW 

SEE ATTACHED 
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DIP Cash Flow Through W/E May 27/17 

Oponung nsbutsemenis 
Merchandise 
Payroll 
Rg« • 
Sales Tax 
OlherOp. 
CCFees 
Royalty 
Suppler and OUier Deposits 

Net Operating CP 

Non-Opera ling Dtsti. 
Capex 
KERP 
Interest 
Forebearonee Fee 
Pfoksslon^ Fees 
JonesPaymenti 
Vacation Esoow 

S "S 'S "2 "2 '"S! ('.CT RW) 
(1.7C0) 

(201) 

(727) 
(3.170) (250) 

(117) (260) (908) 
(11) (3.002) 

(219) (183) 
- (121) 

(250) (820) 
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SCHEDULE 3 
EXISTING SECUmTY 

1 a general security agreement dated as of February 12, 2016 executed by Grafton-Fraser in 
favour of the Agent; 

2 a general security agreement dated as of February 12, 2016 executed by 2473304 in 
favour of the Agent; 

3 a guarantee agreement dated as of February 12, 2016 executed by Grafton-Fraser and 
2473304 in favour of the Agent; 

4 an intellectual property security agreement dated as of Februaiy 12, 2016 executed by 
Grafton-Fraser in favour of tlie Agent; 

5 a notice of intention to give seciuity under Section 427 of the BanlcAct (Canada) dated as 
of February 12,2016 with respect to Grafton-Fraser and registered with the agency of the 
Bank of Canada for the Province of Ontario on January 25, 2016 under the number 
01304227; 

6 • a notice of intention to give security under Section 427 of the Bonk Act (Canada) dated as 
of Februaiy 12, 2016 with respect to 2473304 and registered with the agency of the Bank 
of Canada for the Province of Ontario on January 25,2016 under the number 01304228; 

7 - an application for credit and promise to give bills of lading, warehouse receipts or 
. security' under Section 427 of the Bank Act (Canada) dated as of Februaiy 12, 2016 and 
executed by Grafton-Fraser in favour of the Agent; 

8 an application for credit and promise to give bills of lading, wai'ehouse receipts or 
security under Section 427 of the Bank Act (Canada) dated as of February 12, 2016 and 
executed by 2473304 in favour of the Agent; 

9 an agreement as to powers of the Agent in relation to security under Section 427 of the 
Bank Act (Canada) dated as of February 12, 2016 and executed by Grafton-Fraser in 
favour of the Agent; 

10 an agreement as to powers of the Agent in relation to security \mder Section 427 of the 
Bank Act (Canada) dated as of February 12, 2016 and executed by 2473304 in favour of 
the Agent; 

11 a special security agreement in respect of specified property or classes of property 
described in Section 427 of the Bank Act (Canada) dated as of February 12, 2016 and 
executed by Grafton-Fraser in favour of the Agent; 
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12 a special secmity agreement in respect of specified property or classes of property 
described in Section 427 of the Bank Act (Canada) dated as of February 12, 2016 and 
executed by 2473304 in favour of the Agent; 

13 a deed of hypothec executed by 2473304 on February 10, 2016 in favour of the Agent as 
hypothecaiy representative; 

14 a blocked account agreement dated as of February 12, 2016 among Grafton-Fraser, the 
Agent and Canadian Imperial Bank of Commerce, in its capacity as the provider of 
banking services; 

15 a blocked account agreement dated as of February 12, 2016 among Grafton-Fraser, the 
Agent and Canadian Imperial Bank of Commerce, in its capacity as the provider of 
banking services; 

16 a blocked account agreement dated as of Febiuary 12, 2016 among 2473304, the Agent 
and The Bank of Nova Scotia, in its capacity as the provider of banlcing services; 

17 a blocked account agreement dated as of February 12, 2016 among 2473304, the Agent 
and The Banlc of Nova Scotia, in its capacity as the provider of banking services; 

18 a blocked account agreement dated as of March 17, 2016 among Grafton-Fraser, the 
Agent and The Toronto-Dominion Bank, in its capacity as the provider of banldng 
seivices; 

19 a blocked account agreement dated as of April 29, 2016 among Grafton-Fraser, tlie Agent 
and Royal Bank of Canada, in its capacity as the provider of banking services; 

20 a blocked account agreement dated as of April 29, 2016 among 2473304, the Agent and 
Royal Banlc of Canada, in its capacity as the provider of banlcing services; 

21 a blocked account agreement dated as of May 5,2016 among Grafton-Fraser, the Agent 
and Bank of Montreal, in its capacity as the provider of banking services; 

22 a blocked account agreement dated as of May 5, 2016 among 2473304, the Agent and 
Bank of Montreal, in its capacity as the provider of banking services. 
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SCHEDULE 4 
NON-LENDER ACCOUNTS 

Owner Type of Account Bank 
Reason for Exclusion 

from Control/ 
Requirement 

Grafton-Fraser Inc, Store depository accotmt Royal Banlc of Canada 06012-177-597-2 

Grafton-Fraser Inc. Main Acoount Bank of Montreal 0002-1207-975 

Grafton-Fraser Inc. Operating account Bank of Montreal 0002-1915-859 

Gi'afton-Fraser Inc. Operating account Bank of Montreal 0002-1915-867 

Grafton-Fraser Inc. Operating account Bank of Montreal 0002-1915-875 

Grafton-Fi'aser Inc. US$ Operating account Bank of Montreal 0002-4691-263 

2473304 Ontario Inc. Store Depositoiy Account 
(JNY) 

Royal Bank of Canada 00002-109-9423 

2473304 Ontario Inc. Main Account Bank of Montreal 0002-1883-682 

2473304 Ontario Inc. Expense Account Bank of Montreal 0002-1883-690 

2473304 Ontario Inc. Disbursements Account Bank of Montreal 0002-1883-703 

2473304 Ontario Inc. Payrojl Account Bank of Monti'eal 0002-1883-711 

2473304 Ontario Inc. Vendors Account Bank of Montreal 0002-1883-738 

2473304 Ontario Inc. USD Account Bank of Montreal 0002-4671-940 
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SCHEDULE 5 

TERM DIP ACCOUNTS 

Account name: Graftoii-Fraser Inc. 

Account number: 00002-8789819 

Bank: CIBC 

Account T}'pe: Business Operating 

CiuTency: CAD 

GAN^DMS: \105488869\15 



SCHEDULE 6 
EXISTING DEFAULTS 

1. Events of Default may exist by breaches of representations, warranties and covenants 
contained in the Existing Credit Agreement or the other Loan Documents (other than this 
Agreement) that arise or result from the JNY CCAA Proceedings or the cessation of operations 
by 2473304. 

2. Grafton-Fraser has failed to make payment in respect of Material Indebtedness, namely 
under the Term Loan Agreement, and is otherwise in default under the Term Loan Agreement, as 
specified in the Term Forbearance Agreement, conti-ary to Section 7.1 (f) and (g) of the Existing 
Credit Agreement. 

3. 2473304 and Grafton-Fraser have acted in fiutherance of one or more matters enumerated 
in s. 7,1(h) of the Existing Credit Agreement contrary to Section 7.1(h)(v) of the Existing Credit 
Agreement. 

4. Events of Default that have occun:ed and are continuing contrary to Section 7.1 (h) of tlie 
Existing Credit Agreement as a result of the JNY CCAA Proceedings and the acknowledgment 
of insolvency of 2473304 made in connection therewith. 

5. Events of Default may exist by breaches of representations and warranties and covenants 
that refer or relate to a schedule to the Existing Credit Agreement or any other Loan Document 
(other than this Agreement) which contains information that has been updated and provided to 
the Agent prior to the date of tliis Agreement. 

6. Events of Default have occurred and are continuing contrary to Section 7.1(p) of the 
Existing Credit Agreement as a result of the JNY CCAA Proceedings or the cessation of 
operations by 2473304. 
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SCHEDULE 7 
FOR]M OF TERM DIP AGREEMENT 

SEE ATTACHED 
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DIP FACILITY LOAN AGREEMENT 
DATED AS OF JANUARY 24,2017 

WT-IBREAS the Borrower (as defined below) has requested that the DIP Lenders (as defined 
below) provide financing to -fund certain of the Borrower's cash requirements during the 
pendency of its proceeding (the "CCAA Proceeding") under the Companies' Creditors 
Arrangement Act (Canada) (the "CCAA") to be commenced before the Ontario Superior Court 
of Justice - Commercial List (the "Court") in accordance with the terms and conditions set out 
herein; 

AND WHEREAS the DIP Lenders have agreed to provide the DIP Facility (as defined below) in 
accordance with the terms and subject to the conditions set out herein; 

NOW THEREFORE in consideration of the foregoing and their respective representations, 
warranties, covenants and agreements herein contained, and other good and valuable 
consideration, the receipt and sufficiency of which are hereby aclcnowledged, and intending to be 
legally bound hereby, the parties hereby agree as follows; 

1. Defined Terms; A capitalized teun not defined in the body of tills Agreement has the 
meaning ascribed to it in the Definitions section below. 

2. Interpretation: In this Agreement, words signifying the singular number include the plural 
and vice versa, and words signifying gender include all genders. Every use 
of the word "including" in diis Agreement is to be constued as meaning 
"including, without limitation". 

The division of this Agreement into Sections and the insertion of headings 
are for convenience of reference only and do not affect the construction or 
interpretation of this Agreement. 

References in this Agreement to Section or Schedule are to be construed as 
references to a Section or Schedule of or to this Agreement unless the 
context requires otherwise. 

Unless otherwise stated, all monetary denominations shall he in lawful 
curi'ency of Canada. 

Grafton-Fraser Inc. ("Borrower") 

Subject to the section below entitled "Assignment by the DIP Lenders", the 
following parties and any financial institution, fund or other entity which 
has become a party to this Agreement (each, a "DIP Lender" and 
coilectively, the "DIP Lenders") shall he the lenders under the DIP Facility 
(as defined below); 

GSO Domestic Capital Funding (Luxembourg) S. A.R.L. 

3. Currency: 

4. Borrower: 

5. DIP Lenders: 
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Agent: 

Servicing 
Agent; 

BIP PaciUty 
and Loan 
Amount; 

BD.' Advances; 

10. Use of 
Proceeds; 

11, BIP Lender 
Commitments; 

GSO Offshore Multiomienoy Facility (Luxembourg) S.A.RX. 

GSO Capital Partners LP (the "Agent") 

Wilroington Trust, National Association (the "Servicing Agent") 

The DIP Lenders agree to advance to the Bon-ower as a debtor-in-
possession non-revolving credit facility (the "BIP Facility") up to the 
amount of $5.5 million (the "Loan Amount"). 

The maximum amount made available under the DIP Facility shall not 
exceed the Loan Amount. 

Advances under the DIP Facility (each, an "Ad-vance") require a written 
notice to be delivered to the Agent and the Servicing Agent, two Business 
Days prior to the requested date of the Advance (an "Advance Notice"), 
which has been approved by the Monitor and executed by an officer of the 
Borrower setting out: (a) the proposed amount of the requested Advance; 
(b) the date the Advance is required; (c) the specific use for the proceeds of 
the Advance in accordance with the Approved Cash Flow (as defined 
below); (d) certification that the representations and waiTanties contained 
herein are true and correct as of such date; and (e) such other matters 
reqitired by the Majority Lenders, as advised to the Borrower in advance. 

The proceeds of the DP Facility shall be used solely by the Borrower in 
accordance with the Approved Cash Flow, which shall include provision for 
payments on account of interest (except for PIIC Interest (as defined 
below)), fees and expenses payable under the DP Facility and ordinary 
course payments on account of interest and fees payable under the GSO 
Facility and the Revolving FaoiHty, including in the case of the Revolving 
Facility, Indebtedness incurred after the Filing Date (as defined below) in 
accordance with the Initial Order, post-filing accounts payable in the 
ordinary course of the Business, Priorit>' Payables and the costs and 
expenses associated with the Liquidation. No proceeds may be used for any 
other purpose except with the prior written approval of the Majority 
Lenders, 

To the extent that any Advance is unused, it shall be Term Priority 
Collateral. 

The respective commrtment of each DP Lender (the "Individual 
Commitment Amounts") is set out in Schedule "A" hereto. 

The obligations of each DP Lender shall be several and limited to its 
Individual Commitment Amount. If the Loan Amount is reduced on 
account of a mandatory prepayment as provided pursuant to this 
Agreement, the individual Commitment Amounts will he reduced on a/7ro 
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rata basis. 

12. Assignment by 
the DIP 
Lenders; 

13. 

14. 

Assignment by 
the Borrower: 

Evidence of 
Indebtedness: 

15, Interest: 

A DIP Lender (the "Existing Lender", foi' the purposes of this section) may 
assign its rights and obligations under this Agreement, in whole or in part, 
to any party acceptable to the Agent in its sole and absolute discretion, 
provided that, any assignee who is not an Affiliate of the Agent or the 
Existing Lender or a fimd manager, advised or sub-advised by the Agent or 
its Affiliates, shall provide the Monitor with reasonable evidence that such 
assignee has the financial capacity to fulfil the obligations of the Existing 
Lender hereunder: 

(a) Following such transfer, the Existing Lender shall be 
released &om its obligations (to the extent transferred) under 
the DIP Credit Documents, and the respective rights of each 
of the Borrower and the Existing Lender against one another 
shall be cancelled, and the new DIP Lender shall assume 
those obligations and acquire those rights and shall become a 
party to the DIP Credit Documents. 

(b) An assignment may be effected by the Agent executing an 
otherwise duly completed assignment and assumption 
agreement attached as Schedule "B" hereto (the 
"Assignment and Assumption Agreement") delivered to it 
by the Existing Lender and the new DIP Lender. 

(c) The BoiTOwer authorizes the Agent to execute the 
Assignment and Assumption Agreement in the form attached 
as on its behalf, without any consultation. 

(d) The Agent will promptly deliver a copy of the executed 
Assignment and Assumption Agreement to the Servicing 
Agent for recordation in the register. 

The BoiTower shall not be permitted to assign dus Agreement or the other 
DIP Credit Documents without the unanimous prior written consent of the 
Majority Lenders except as contemplated by the Asset Purchase Agreement, 

The Servicing Agent shall maintain a register evidencing Advances, and 
prepayments under the DP Facility and all other amounts owing from time 
to time hereunder. The Servicing Agent's register constitutes, in the 
absence of manifest error, prima facie evidence of the Indebtedness of the 
BoiTower to the DP Lenders, the Agent and the Servicing Agent pursuant 
to the DP Facility. 

All amounts owing hereunder on account of the principal, overdue interest, 
fees and expenses shall bear interest at the CDOR Rate plus 14% per annum 
(the "Interest Rate"). To the extent permitted by Law, effective 
immediately upon the ooomrence of an Event of Default (as defined below), 
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all amounts owing hereunder on account of principal, overdue interest, fees 
and expenses shall bear interest at the Interest Rate plus an additional 2% 
per annum (the Interest Rate, as increased, the "Default Rate"). 

All interest hereunder shall be computed on the basis of a year of 365 days 
and shall accrue and be calculated daily and payable in cash, monthly in 
arrears on the last day of each calendar month (each, an "Interest Payment 
Date"), provided, that interest accruing at the Default Rate shall be payable 
in cash on demand, both before and after demand and judgment. 

In the case of an Advance, the first Interest Period shall commence on and 
include die date of such Advance and shall end on and exclude the next 
following Interest Payment Date. Thereafter, in the case of such Advance, 
the Interest Period shall commence on and include the Interest Payment 
Date and end on and exclude the next Interest Payment Date or the Maturity 
Date, whichever is earlier. 

For the purposes of the Interest Act (Canada) and disclosure thereunder, 
whenever any interest or fee to be paid under this Agreement or any of the 
other DIP Credit Documents is to be calculated on the basis of a period that 
is less than a calendar ycai-, the yearly rate of interest to which tlie rate used 
in such calculation is equivalent is tlie rate so used 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 in the period that is less than a calendar 
year. 

The Borrower may, in its sole discretion, elect to pay the amount of any 
interest payment (a) entirely in cash, (b) entirely by adding the amount of 
such accrued and unpaid interest to the principal amount outstanding under 
the DIP Facility (interest so capitalized, "PUC Interest"), or (c) a 
combination of cash and PUC Interest. All interest, including interest 
accruing at the Default Rate, shall autojnatically be paid in the form of PIK 
Interest unless the Borrower, in its sole discretion, elects to pay the 
applicable interest payment in cash or with a combination of cash and PIIC 
Interest, in which case the Borrower shall deliver to the Agent and the 
Servicing Agent no later than seven Business Days prior to the applicable 
Interest Payment Date, a written notice notifying the DIP Lenders that the 
Borrowei* will be paying such interest in the form of cash interest or a 
combination of cash and PIK. Interest (and if a combination thereof, the 
amoxmt of which will be represented by each of the cash interest and the 
PIK. Interest). 

16, DIP Facility The Borrower shall pay a DIP Facility fee in an amount equal to 1% of the 
Fee; Loan Amount, which shall be fully earned and payable in advance on the 

date of the first Advance. 

17. Servicing Agent The Borrower shall pay to the Servicing Agent, for its own account, an 
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Fee; annual administration fee in the aggregate amount equal to U.S.$] 5,000 for 
the day to day discharge of the duties and responsibilities of the Servicing 
Agent rrader this Agreement and the other DP Credit Documents, which 
fee shall be fully earned, non-refundable and payable in advance on the date 
of the first Advance. 

The BoiTOwer shall pay all costs and expenses of the DP .Lenders, Agent 
and the Servicing Agent for all out-of-pocket due diligence and travel costs 
and all reasonable fees, expenses and disbursements of outside counsel, 
appraisers, field auditors, and any financial consultant in connection with 
the pi'cparation, negotiation and interpretation of the DP Credit Documents 
and administration of the DP Facility, including any costs and expenses 
incurred by the DP Lenders, Agent or the Servicing Agent in connection 
with the enforcement of any of the rights and remedies available hereunder 
or under any related security. 

19. Approved Cash Attached hereto as Schedule "C" is a rolling 13-weeIc period detailed cash 
Flow; flow (fire "Approved Cash Flow"), which is in form and substance 

satisfactory to the Majority Lenders. The Majority Lenders may require 
changes to the format of cash flow and the details provided therein 
including, without limitation, iitformation on a line item basi.s as to (a) 
projected cash receipts, and (b) projected disbursements, including ordinary 
course operating expenses, restiuctuiing expenses, and professional fees 
and expenses. 

On Tiiursday of each week, the Borrower, with the as.sistance of the 
Monitor, shall provide the Agent with a variance report (the "Cash Flow 
Variance Report") certified by the Chief Financial Officer of the Borrower 
showing on a line-by-line basis actual receipts and disbursements and the 
total available liquidity for the last day of the prior week for the cumulative 
period since the commencement of the CCAA Proceeding and for a rolling 
cumulative four-week period once the CCAA Proceeding have been 
pending for four weeks and noting therein ail variances on a line-by-line 
basis from the amounts in the Approved Cash Flow and shall include 
explanations for all material variances. The first Cash Flow Variance 
Report shall be delivered onFebruary 16,2017. 

The Borrower, with the assistance of the Monitor, may from time to time 
present the Agent v/lth a revised 13-week detailed budget substantially in 
the form of the current Approved Cash Flow (the "Updated Cash Flow"). 
The Majority Lenders may agree to substitute the revised cash flow for the 
then current Approved Cash Flow, in which case the Updated Cash Flow 
shall thereafter be deemed to be the effective Approved Cash Flow for the 
purposes hereof. 

18. Other Co.sts and 
Expenses; 

20. Conditions The DIP Lenders' agreement to make any Advances under the DIP Facility 
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Precedent to is subject to the following conditions precedent (the "Funding 
Advan ces ; Conditions") : 

(a) The BoiTower's application materials in connection with its 
application for the Initial Order shaU be satisfactory to the 
Majority Lenders and the Agent, acting reasonably, and such 
application shall be brought before the Court no later than 
Januar5'26, 2017, in form and substance satisfactory to the 
Majority Lenders and tlie Agent, acting reasonably, and on 
notice to such parties as are acceptable to the Majority 
Lenders and the Agent; 

(b) The Court shaU have issued the Initial Order in form and 
substance satisfactory to the Majority Lenders and the Agent, 
acting reasonably, among other things, approving this 
Agreement and the other DIP Credit Documents and 
granting the DP Lenders' Charge (as'defmed below); 

(o) The ABL Agent shall have consented to the terms of this 
Agreement and the other DIP Credit Documents, die DIP 
Facility and the DP Lenders' Charge in aocordance with the 
terms of the intercreditor Agreement and the Revolving 
Facility; 

(d) The ABL Agent and the Purchaser shall have entered into a 
commitment letter for a new revolving credit facility 
available to the Purchaser immediately following the closing 
of the transaction contemplated by the Asset Purchase 
Agreement, in form and substance satisfactory to the 
Purchaser and the ABL Agent; 

(e) The Initial Order shall not have been amended, restated or 
modified in a manner that materially adversely affects the 
rights, remedies or interests of the DP Lenders or the Agent, 
in their discretion, without tlie prior wi'itten consent" of the 
Majority Lenders; 

(:^ The DP Credit Documents shall be in form and substance 
satisfactory to the. Majority Lenders, the Agent and the 
Servicing Agent, acting reasonably, where applicable, and 
shall have been executed by the parties thereto; 

(g) The Consulting Agreement shall be in form and substance. 
satisfactory to the Majority Lenders and the Agent, acting 
reasonably; 

(h) The Agent shall have received an Advance Notice in 
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accordance with the terms hereof; 

(i) All fees and expenses payable to the DIP Lenders, the Agent 
and the Servicing Agent have "been paid or will be paid from 
the proceeds of the requested Advance on tlie date of the first 
Advance; 

0) There shall be no Encumbrances on all now-owned and 
hereafter-acquired assets and property of the Borrower, real 
and personal, tangible or intangible and all proceeds 
therefrom (the "Collateral") ranking in priority to or pari 
passu with the DIP Lenders' Charge (as defined below) other 
than as permitted by the terms hereof; 

(k) The Court shall have issued the Stalking Horse and SISP 
Order, which must be in form and substance satisfactory to 
the Majority Lenders and the Agent, acting reasonably, and 
the Stallcing Horse and SISP Order shall not have been 
amended, restated or modified in any material respect 
without the prior written consent of the Majority Lenders; 

(1) The Borrower shall be in compliance with the timetables 
established by the SISP; 

(m) The Majority Lenders shall be satisfied in all material 
respects that the Bonuwer has complied, and is continuing to 
comply with, all applicable Laws, regulations, policies in 
relation to its property and the Business, other than as may 
be permitted under any order of the Court (each, a "Couît 
Order") which is in form and substance satisfactory to the 
Majority Lenders and the Agent, acting reasonably; 

(n) No Default or Event of Default shall have occurred or will 
occur as a result of the requested Advance; 

(o) The Majority Lenders shall have received evidence 
satisfactory to them that the Borrower's Account (as defined 
below) has been designated by the Bonower and is not a 
Blocked Account; 

(p) The Agent shall have received any updated Approved Cash 
Plows and the Cash Flow Variance Reports in accordance 
with this Agreement; 

(q) The Majority Lenders shall have been satisfied that all 
motions, orders and other pleadings and related documents 
filed or submitted to the Court by the Borrower shall be 
consistent with the terms hereof and all Court Orders shall 
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21. DIP Lenders' 
Charge; 

22. DIP Security; 

23. Borrower's 
Account; 

24. Repayment and 
Maturity Date; 

not be inconsistent with or have an adverse impact in any 
material respect on the lights, remedies or interests of the 
DIP Lenders, under the terms of the DIP Facility and the DIP 
Credit Documents, unless otherwise agreed to by the 
Majority Lenders; and 

(r) The Borrower shall be in compliance in aU material respects 
with all covenants and obligations contained in this 
Agreement and the other DIP Credit Documents. 

All of the obligations of the Borrower under or in connection with the DIP 
Facility, this Agieeroent and the other DIP Credit Documents, including 
without limitation, all principal, interest, fees and amounts owing in respect 
of fees and expenses of the DIP Lenders, the Agent and the Servicing Agent 
(collectively, the "DIP Obligations"), shall be secured by a Court-ordered 
charge on the Coliaterai in favour of the Agent for the benefit of the DIP 
Lenders, the Agent and the Servicing Agent (the "DIP Lenders' Charge"). 
The DIP Lenders' Charge shall rank ahead of any and all Encumbrances on 
the Collateral other than the administration charge not exceeding $800,000 
granted by the Court (the "Administration Charge") and the Encumbrance 
on the ABL Priority Collateral to the extent of the ABL Obligations (the 
"ABL Security", together with the Administration Cliarge, the "Priority 
Charges") and Permitted Encumbrances. 
The DIP Obligations shall be secured by the DIP Security. 
Immediately following the approval of the Court of the DIP Lenders' 
Charge, the Borrower shall deliver to the Agent the DIP Security. The DIP 
Security shall continue as a first priority Encumbrance on the Collateral in 
favour of the Agent subject to subordination only in respect of the Priority 
Charges and Permitted Encumbrances. 
Advances shall be deposited into a bank, account to be designated by the 
Borrower, which shall not be a Blocked Account (the "Borrower's 
Account") and utilized by the Borrower in accordance wii the teims of this 
Agi'eement. 

All amounts owing to the DP Lenders under the DP Faoilit)' shall be due 
and payable on the earliest of the occurrence of any of the following: 

(a) 150 days following the date of the first Advance; 

(b) conversion of the CCAA Proceeding into a proceeding under 
the Bankruptcy and Insolvency Act (Canada); 

(c) the transfer, lease or otherwise disposal of all or any part of 
the Borrower's Collateral (i) outside the ordinary course of 
business, (ii) for consideration received of more than 
$15,000 at any one time, or (iii) for consideration received of 
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more than 375,000 in the aggregate, other than pmsuant to 
the Asset Purchase Agreement, the Liquidation or sales of 
inventory in the ordinary course of business, without the 
prior written consent of the Majority Lenders; 

(d) an Event of Default (as defined below) in respect of which 
the DIP Lenders have elected in their sole discretion to 
accelerate all amounts owing and demand repayment; 

(such earliest date, the "Maturity Date"). 

The DIP Lenders' commitment to make Advances under the DIP Facility 
shall expire on the Maturity Date and all amounts outstanding under the DIP 
Facility shaU be permanently and mdefeasibly repaid no later than the 
Maturity Date, without the Agent being required to malce demand upon the 
BoiTower or other parties or to give notice that the DIP Facility has expired 
and that tlie obligations thereunder are due and payable. 

25. Mandatory Unless the DTP Lenders provide their prior written unanimous consent 
Prepayments; otherwise, and subject to the Priority Charges (to the extent of the ABL 

Security only, in the case of the Priority Charge in favour of the ABL 
Agent) and the Intercreditor Agreement, the Bonower is required to prepay 

- amounts outstanding under the DP Facility, subject to a Court Order 
approving such payment on a motion supported by the BoiTower: 

(a) upon receipt of insurance proceeds or expropriation awards 
by tire Borrower unless the proceeds are reinvested to repair 
or replace such assets prior to the Maturity Date except, if 
any ABL Obligations are outstanding at such time, for any 
portion of insurance proceeds or expropriation awards that 
relate to ABL Priority Collateral; 

(b) upon receipt of net cash proceeds from the sale of any of the 
Collateral except, if any ABL Obligations are outstanding at 
such time, proceeds from the sale of ABL Priority Collateral; 

(o) upon receipt of any extraordinary payments such as tax 
refimds by the Borrower; and 

(d) upon receipt of net cash proceeds from the sale of any equity 
interests in the Borrower or its subsidiary or the receipt of 
capital contributions by the Borrower or its subsidiary. 

Any prepayment required hereunder shall be a permanent reduction of the 
Loan Amount and may not be re-borrowed without the prior written 
unanimous consent of tlie DIP Lenders in their sole discretion. 

26. Optional Subject to tire terms of the Inteicreditor Agi-eement, the Boirower shall be 
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Prepayment; entitled, with the consent of the Monitor and on notice to the Servicing 
Agent, to volnntaiily prepay any principal amount of the DIP Obligations; 

The Borrower shall give written notice to the Servicing Agent of each 
voluntary prepayment not less than three Business Days prior to such 
voluntary prepayment. Such notice shall be lirevocable and shall specify; 

(a) the date on which the prepayment is to take place; and 

(b) the principal amount of the prepayment. 

Any optional prepayment hereunder shall be a permanent reduction of the 
Loan AmouiU and may not be re-borrowed without the prior written 
unanimous consent of the DIP Lenders in their sole discretion. 

27. Break Funding In the event of the payment or prepaymeajt (voluntary or otherwise) of any 
Payments; principal amount of the DP Obligations the Borrower shall compensate the 

DP Lenders in an amount equal to the excess, if any, of (a) the amount of 
interest ttmt would have accrued on the principal amount of the DP 
Obligations had such event not occurred, at the CDOP-Bate that would have 
been applicable to the DP Obligations, for the period from the date of such 
event to the last day of the then current Interest Period therefor plus 14% 
per annum, over (b) the amount of interest (as reasonably determined by the 
Majority Lenders) that would accrue on such principal amount of the DP 
Obligations for such period at the Interest rate that the DP Lenders would 
bid were they to bid, at the commencement of such period, for Canadian 
dollar deposits of a comparable amount and period from banks in the 
Canadian market plus 14% per annum. A certifioate of the Servicing Agent 
setting forth in reasonable detail the calculations of any amount or amounts 
that the DP Lenders are entitled to receive pursuant to this section (which 
calculations shall be provided in Wilting to the Servicing Agent by the 
Majority Lenders for inclusion in such certificate) shall be delivered to the 
Borrower and shall be conclusive absent manifest en-or, The Borrower 
shall pay the DIP Lenders the amount shown as due on any such certificate 
within 10 days after receipt thereof. 

28. Payments: All payments of principal, fees and expenses 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 its designated 
place of business. Payments received after such time shall be deemed to 
have been made on the next following Business Day, If any payment is due 
on a day which is not a Business Day, such payment shdl be due on the 
next following Business Day and Interest shall accrue until but excluding 
the actual date of payment. 

Each payment to be made by the Borrower under tliis Agreement shall be 
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made in fnll \\'ithout deduction, set-off or counterclaim of any kind or for 
any reason. If any fees and expenses incurred after the date of this 
Agreement are not paid by tire Borrower, the Sei-vioing Agent may, but 
shall have no duty to do so, pay all such fees and expenses whereupon such 
amounts shall be added to and form part of the DIP Obligations and shall 
reduce the availability under the DIP Facility. 

29. Indemnity; The Borrower agrees to indemnify and hold harmless the DIP Lenders, the 
Agent, the Seivicing Agent, and their respective Affiliates and officers, 
dkectors, employees, representatives, advisors, managers, solicitors and 
agents (collectively, the "Indemnified Persons") fi:om and against any and 
all actions, lawsuits, proceedings (including any investigations or inquiries), 
claims, losses, damages, liabilities or expenses of any Idnd or nature 
whatsoever which may be incuri'ed by or suited against or involve any of 
the Indemnified Persons as a result of, in connection with or in any way 
related to the DIP Facility, the proposed or actual use of the proceeds of the 
DIP Facility, this A^eement or the other DIP Credit Documents. 
Notwitlistanding the foregoing, the Bomower shall have no obligation to 
indemnify any Indemnified Person against such loss, • liability, cost or 
expense to the extent that they are found by final judgment of a court of 
competent jurisdiction to arise from the gross negligence or willful 
misconduct of such Indemnjfied Person or to tlie extent of any disputes 
solely among Indemnified Persons other than claims arising out of any act 
or omission on the pait of the Borrower. The DIP I/enders, the Agent and 
the Servicing Agent shall not be responsible or liable to the Borrower or any 
other Person for any indirect, consequential special or punitive damages. 

30. Representations The Borrower represents and warrants to the DIP Lenders, upon which the 
and DIP Lenders rely in entering into this Agi'eement and the other DIP Ci-edit 
Warranties: Dociunents, that: 

(a) The tiunsactions contemplated by this Agreement and the 
other DIP Credit Documents: 

(i) upon file granting of the Initial Order are within the 
powers of the Borrower; 

(ii) have been duly authorized, executed and delivered by 
or on behalf of the Bonower; 

(iii) upon the granting of the Initial Order constitute legal, 
valid and binding obligations of the Borrower; 

(iv) upon and subject to the granting of the Initial Order 
do not (or would not with the giving of notice, the 
lapse of time or the happening of any other event or 
condition) require any consent or approval under, 
result in a breach or a violation of, or conflict with. 
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any of the terms or provisions of its constating 
doonments or by-laws or any material oonti'acts or 
instruments to which it is a party or pursuant to 
which any of its assets or property may be affected, 
other than the consent of the ABL Agent pursuant to 
the terms of the Revolving Facility. and the 
Intercreditor Agreement; 

(v) upon and subject to the granting of the Initial Order 
there is no requirement for Borrower to make any 
filing with, give any notice to or obtain any licence, 
permit, certificate, registration, authorization, consent 
or approval of, any governmental authority as a 
condition to the lawful consummation of the 
transactions contemplated by this Agreement, other 
than filings which may be made to register, renew or 
otherwise record the DIP Lenders' Charge or any DIP 
Security; 

(b) The Business has been and will continue to be conducted in 
material compliance with all applicable Laws of each 
jurisdiction in which each the Business has been or is being 
earned on subject to the provisions of any Couit Order made 
after the Filing Date and the CCA A; 

(c) The Borrower has obtained any material Authorizations for 
the operation of the Business, which Authorizations remain, 
and after entering into the DIP Facility will remain, In full 
force and effect. No proceedings have been commenced to 
i-evoke or amend any such Authorizations; 

(d) The Borrower has made all deductions and paid its 
obligations for Priority Payables as required by applicable 
Law and is not in arrears in respect of these obligations; 

(e) The Borrower does not have any defined benefit pension 
plans or similar plans and none of its employées are subject 
to the tei-ms and conditions of employment with the 
Borrower under a collective bargaining agreement and tlie 
Borrower is in material compliance with all applicable Law 
respecting its employee's employment; 

All obligations of the Borrower and its Affiliates (including 
fiduciary, funding, investment and administrative 
obligations, if any) required to be performed in connection 
with employee benefit plans of the Borrower have been 
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perfbmied on a timely basis; 

(g) The Borrower and each of its Affiliates 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 Tax the payment of which is being contested in 
good faitli by the proper proceedings and for which adequate 
cash reserves are being maintained; 

(h) All factual information provided by or on behalf of the 
Bon'ower to the DIP Lenders, the Agent or the Servicing 
Agent for the purposes of or in connection with this 
Agreement or any timisactlon contemplated herein is, true 
aud accui'ate in all material respects on the date as of wliich 
such information is dated or certified and is not incomplete 
by omitting to state any fact necessary to malce such 
information (taken as a whole) not materially misleading at 
such time in light of the circumstances under which such 
information was provided. In particular, and without 
limiting the generality of the foregoing, all information 
regarding the Borrower and its subsidiary's corporate 
structure is true and complete, all financial reports are 
complete and true in all material respects. 

31. Affirmative In addition to all other covenants and obligations contained herein, the 
Covenants; Borrower agrees and covenants to perform and do each of the following 

until the DIP Facility is permanently and indefeasibly repaid and cancelled 
or assumed on consent of the Agent: 

(a) Submit to the Court the Initial Order, the Stalldng Horse and 
SÏSP Order, and any other Court Orders which are being 
sought by the BoiTower in a form confirmed in advance to be 
satisfactory to the Majority Lenders and the Agent, acting 
reasonably, subject to any amendments that are required by 
the Court or the Borrower that are acceptable to the Majority 
Lenders and the Agent, acting reasonably; 

(b) Comply with the provisions of the Court Orders made in the 
CCAA Proceeding including, without limitation, the Initial 
Order and the Stalldng Horse and SISP Order; 

(o) Utilize all Advances in a manner that is consistent with tlie 
Approved. Cash Flow in all material respects or as otherwise 
agreed to with the written approval of the Majority Lenders; 

(d) Deliver to the Agent any updated Approved Cash Flows and 
Cash Flow Vailance in accordance with this Agreement and 
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such other reporting and other information fi-om time to time 
as is reasonably requested by the Majority Lenders; 

(e) Deliver to the Agent: (i) within one Business Day of delivery 
thereof to the Monitor, copies of all daily sales and margin 
reports, monthly internal financial statements, liquidity and 
updates to the Approved Cash Flow that ai'e reported weekly, 
together with any related or supporting information, 
provided to the Monitor; (ii) within one Business Day of 
receipt from the Monitor, any final, written reports, 
commentary or analysis received by the Borrower from the 
Monitor regarding the financial position of the Borrower or 
otherwise; and (iii) concurrent with the delivery of each 
weekly update to the Approved Cash Flow a repoif of 
invoiced and estimated accrued amounts owing to 
professionals who have the benefit of the Administration 
Charge; 

(f) Comply with the SISP; 

(g) Subject to the SISP, provide the Agent with a weeldy status 
update regarding the status of the CCAA Proceeding, the 
Liquidation and the SISP including any information which 
may othei-wise be confidential, subject to same being 
mamtalned as confidential by the DIP Lenders and the Agent 
in accordance with the terms of the Confidentiality 
Agreement; 

(h) Allow the DP Lenders, their directors, officers, employees, 
agents, advisors and representatives full access to all 
information and documentation of the Borrower and its 
Affiliates on two Business Days' notice and during normal 
business hovus and cause management thereof to fully 
cooperate with any directors, officers, employees, agents, 
advisors and representatives to the DIP Lenders; 

(i) Preserve, renew, maintain and keep in full force its corporate 
existence and its Authorizations required in respect of the 
Business or any of the Collateral; 

(j) Use all reasonable efforts to keep the DIP Lenders apprised 
on a timely basis of all material developments with respect to 
the Business and affairs of the Borrower and its subsidiary; 

(k) Subject to paragraphs 6, 9 and 11 of the Initial Order, the 
Stalldng Home and SISP Order, the Consulting Agreement, 
the CCAA Order approving the Consulting Agreement and 
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tlie Asset Purchase Agreement in all material respects, 
conduct the Business and preserve, protect and maintain the 
Collateral in the ordinary course of Business; 

(1) Obtain the prior written consent of the Majority Lenders 
prior to disseminating general Wîitten communications to 
any customer, supplier or employee gi'oup, landlords and 
other stakeholders in respect of this DIP Facility, the DIP 
Lenders, the Agent, the Servicing Agent, the Asset Purchase 
Agreement, the Purchaser or the CCAA Proceeding; 

(m) Subject to the Asset Purchase Agreement and the provisions 
of any Court Order (including tlie Initial Order) in each case 
that are not otherwise inconsistent with the terms of this 
Agreement, in all material respects, preserve current 
relations with, and the current goodwill of^ customers, 
suppliers, employees, landlords, other stakeholders, any 
Governmental Authority and ail other Persons having 
material business relationships with the Bon-ower to the 
extent such relationships ai'e necessary for the Purchaser to 
conduct the Business or relate to the Purchased Assets or 
Assumed Liabilities (each as defined in the Asset Purchase 
Agreement); 

(n) Maintain in full force all policies and contracts of insurance 
that are now in effect (or renewals diereof) under which the 
BoiTOWer, the Business or any of the Collateral is insured; 

(o) Pay all applicable Taxes tliat are Priority Payables, 
permitting and licences fees and other amounts necessary to 
preseiwe the Collateral to avoid any Encumbrance thei-eon 
and pay all amounts due under any utility contracts; 

(p) Forthwith notify the Agent and the Servicing Agent of the 
occiurence of any Default or Event of Default; 

(q) Execute and deliver the DIP Credit Documents, in form and 
substance satisfactory to the Majority Lenders, the Agent and 
the Servicing Agent, acting reasonably; 

(r) Execute the Consulting Agreement in form and substance 
satisfactory to the Majority Lenders and the Agent, acting 
reasonably; 

(s) Immediately upon the request of the Agent, grant an 
in-evocable power of attorney in favour of the Agent, 
coupled with an interest, to empower the Agent to enforce 
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Borrower's rights under the Consulting Agreement; 

(t) Promptly notify the Agent and the ABL Agent if the 
Borrower receives proceeds from the Liquidation of Term 
Priority Collateral and, subject to a Court Order approving 
such payment on a motion supported by the Borrower, pay 
such proceeds in accordance with the priorities set out in the 
Intercreditor Agreement; and 

(u) Pay when due all principal, interest, fees and other amounts 
payable by tiic Boirower under this Agx-eement and under 
any other DIP Credit Documents, 

32. Negative The Borrower covenants and agrees not to do the following, other than with 
Covenants: the prior written consent of the Majority Lenders from and after the date 

hereof: 

(a) Except as contemplated by this Agreement or any Court 
Order, make any payment of any Indebtedness or obligation 
existing as at the Fhing Date (the "Pre-Filing Debt"), other 
than ordinary course payments under GSO Facility and the 
Revolving Facility; 

(b) Create, incui" or permit to exist, or permit any Affiliate to 
create, incur or permit to exist, any Indebtedness other than 
Pre-Filing Debt, Advances, the DIP Obligations, ordinary 
•course obligations under the GSO Facility and the Revolving 
Facility, including, in the case of the Revolving Facility, 
Indebtedness incurred after the Filing Date in accordance 
with the Initial Order and post-filing accounts payable in the 
ordinary course of the Business and in accordance with the 
Approved Cash Flow; 

(c) Except for Permitted Encumbrances and Encumbrances 
created by the Initial Order, create, permit to exist any 
Encumbrance, or provide or seek or support a motion by 
another party to provide an Encumbrance, upon any of the 
Collateral including, without limitation, a critical supplier's 
charge; 

(d) Except for payment of the Dii-ectors' Escrow (as defmed in 
the Initial Order), make any payments outside the ordinary 
course of the Business, subject to the obligation to comply 
•with the Approved Cash Flow in all material respects; 

(e) Make any investments in or loans to or guarantee the 
Indebtedness or obligations of any o&er Person or enthy or 
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permit its Affiliates to do so; 

(f) Change its jurisdiction of incoiporation or registered office; 

(g) Enter into, amend or suffer to exist any transaction or series 
of related transactions with any Affiliate; 

(h) Except as may be required under the Asset Purchase 
Agreement, change its name, fiscal year end or accoimting 
policies or amalgamate, consolidate with, merge into, 
dissolve or enter into any similar transaction with any other 
entit)'; 

(i) Terminate, without cause, any key employees of the 
Borrower or add, remove or replace any directors or officers 
of the BoiTower,-

(i) Enter any restiictive covenants or agreements which might 
affect the value or liquidity of any Collateral; 

(k) Subject to paragraphs 6, 9 and 11 of the Initial Order, the 
Stalking Plorse and SISP Order, tlie Consulting Agreement, 
the CCAA Order approving tlie Consulting Agi'eement and 
die Asset Purchase Agreement, cease to carry on the 
Business or activities as they are currently being conducted 
or change its operations or business practices; 

(1) Transfer the proceeds of any Advance to a Blocked Account; 

(m) Except for a sale pursuant to a Successful Bid, the 
Consulting Agreement or the Asset Purchase Agreement, 
sell, assign, lease, convey or otherwise dispose of any of the 
Collateral except for sales of Inventory in the ordinary 
course of the Business; 

(n) Notwithstanding the Initial Order, disclaim any contract that 
is material to the Business, except as otherwise contemplated 
or required under the Consulting Agreement or the Asset 
Purchase Agreement and approved by the Monitor; 

(o) Notwithstanding the Initial Order, amend or renew, extend 
the tenn, disclaim or accept the surrender of any real 
property lease except as otherwise contemplated or required 
under or in the Consulting Agreement, the Asset Purchase 
Agreement or a Successful Bid and approved by the 
Monitor; 

(p) Increase any termination or severance entitlements or pay 
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any terminaîion or severance payments or modi:fy any 
compensation or benefit plans whatsoever; 

(q) Except as otherwise contemplated in the Initial Order or any 
other Court Order, establish or make any retention or bonus 
payments or amend the terms of the KERP (as defined in the 
Initial Order); 

(r) Enter into any settlement agreement or agree to any 
settlement arrangements with any regulatory authority or in 
connection with any material litigation, arbitration, other 
investigations, proceedings or disputes or other similar 
proceedings which are tlueatened or pending against the 
Borrower; 

(s) Amend the Consulting Agreenxcnt, including the Budget (as 
defined in, and attached to, the Consulting Agreement) or the 
fees referred to therein, or enforce or decline to enforce its 
nghts and remedies under the Consulting Agi-eement; or 

(t) Transfer Inventory between its retail store locations, 
divStribution oenti'es and warehouses outside the ordinaiy 
course of the Business, except in connection with the 
Liquidation or in connection with the transaction 
contemplated pursuant to the Asset Purchase Agreement, 
provided that, no more than 30% of the Inventoiy in airy 
store can be transferred or exchanged for aged Inventory, 

33. Events of The occurrence of any one or more of the following events shall constitute 
Default: an event of default (each, an "Event of Default") under this Agreement: 

(a) Any Coiut Order is issued, dismissed, stayed, reversed, 
vacated, amended or restated and such issuance, dismissal, 
stay, reversal, vacating, amendment or restatement adversely 
affects or would reasonably be expected to adversely affect 
the interest of the DIP Lenders in a material manner, unless 
the Majority Lenders have given their prior written consent 
thereto, including the issuance of a Court Order: 

(i) terminating the CCAA Proceeding or appointing a 
receiver and manager, receiver, interim receiver or 

" similar official or the making of a bankruptcy order 
against the Borrower; 

(ii) terminating, lifting or amending the stay imposed 
within the CCAA Proceeding in a maimer which, in 
the opinion of the Majority Lenders', in their sole and 
absolute determination is prejudicial to the. DP 
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Lenders; 

(iii) gi-anting any other claim or Enonmbrance of equal or 
priority status to that of the DP I^enders' Charge 
except as permitted hereunder; and 

(iv) staying, reversing, vacating or otherwise modifying 
the DP Credit Docrunents or prejudicially affecting 
the DP Lenders or the Collateral; 

(b) Failure of the Borrower to diligently oppose any party that 
brings an application or motion for any of the relief set out in 
subsection 33(a) above and/or the failure to secure the 
dismissal of such motion or application within 60 days from 
the date that such application or motion is brouglit (provided 
no affirmative Court Order is issued on such motion or 
application diuing such period); 

(c) Failure of the Boirower to pay any amounts when due and 
owing hereunder; 

(d) The Borrower ceases to cany on or maintain the Business or 
its assets in the ordinary coiuse of the Business in 
compliance with the covenants contained in this Agreement, 
except where such cessation is otherwise consented to in 
advance in writing by the Majority Lenders; 

(e) Any representation or warranty made or given hereunder or 
under any of the other DP Credit Documents by the 
Borrower shall be incorrect or misleading in any material, 
respect when made or when the Court Order approving the 
DP Credit Documents is made; 

(f) A liability arises or an event occurs, including any change in 
the Business, assets, or conditions, financial or otherwise, of 
the Borrower that will, in the Majority Lenders' judgment, 
actmg reasonably, materially fuither impair the Borrower's 
financial condition, operations or ability to comply with its 
obligations under this Agreement or any other DP Credit 
Documents, the Asset Purchase Agreement or any Court 
Order or carry out the SISP in a manner reasonably 
acceptable to the Majority Lenders; 

(g) Any material violation or breach of any Coru-t Order by the 
Borrower; 

(h) Failure of the Bomower to perform or comply with any terra 
or covenant of this Agreement or any other DP Credit 
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Documents; 

(i) if, on a cumulative basis tested weekly, in'any given week, 
the actual Receipts (as described in the Approved Cash 
Flow) of the Borrower are less than their respective 
Minimum Cumulative Receipts amounts as shown on 
Schedule "D" hereto, or the aggregate amount of the actual 
Operating Disbursements and Kon-Opcrating Disbursements 
(each as described in the Approved Cash Flow) of the 
Borrower are greater than their Maximum Cumulative 
Disbursements in amounts as shown on Schedule "D" hereto, 
provided that, the Borrower, with the assistance of the 
Monitor, may from time to time present the Agent with a 
revised Schedule "D" and "the Majority Lenders may agree to 
substitute the revised Schedule "D^' for the Schedule "D" 
attached hereto, in which case the revised Schedule "D" shall 
thereafter be deemed to be the effective Schedule "D" for the 
purposes hereof; 

(j) Any proceeding, motion or application is commenced or 
filed by the BoiTower, or if commenced by another party, 
supported or otherwise consented to by the Bon'ower, 
secldng the invalidation, subordination or other challenging 
of the terms of the DIP Facility, the DIP Lenders' Charge, 
this Agreement or any of the other DIP Credit Documents or 
the Asset Purchase Agreement; 

(k) A Terminating Event (as defined in the ABL Forbearance 
Agreement) oocui's; or 

(1) The approval of a Liquidation or sale of any of the assets of 
the Borrower outside the ordinary course of the Business 
(other than pursuant to the Asset Purchase Agreement, the 
Consulting Agreement, the Stalking Horse and SÎSP Order 
or arising fiom a Successful Bid), which does not have the 
prior wi'itten consent of the Majority Lenders. 

34. Remedies; Upon the occurrence of an Event of Default, the Majority Lenders may in 
their discretion elect on five Business Days' notice to the Borrower, the 
ABL Agent and the Monitor, to teiminate the DIP Lenders' commitment to 
make ^ther Advances to the Borrower and set-off, consolidate or 
accelerate all amoimts outstanding under the DIP Facility and other DIP 
Credit Documents and declare such amounts to be immediately due and 
payable without any periods of grace. Upon the occurrence of an Event of 
Default, the Agent, if directed by the Majority Lenders may, subject to the 
Intercreditor Agreement: 
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35. DIP Lenders 
Approval; 

36. Api)ohitinent of 
Agent and 
Servicing Agent 
and tlie Roles of 
the Agent and 
Servicing 
Agent; 

(a) Subject to providing on five Business Days' notice to the 
Borrower, die ABL Agent and the Monitor, apply to the 
Court for the appointment of a receiver, an interim receiver 
or a receiver and manger over the Collateral, other than the 
ABL Priority Collateral or for the appointment of a trustee in 
banloruptoy of the Borrower; 

(b) Apply for a Court Order, on terms satisfactory to the Monitor 
and the Majority liOnders, providing the Monitor with die 
power, in the name of and on behalf of the Borrower, to talce 
all necessary steps in the CCAA Proceeding to realize on the 
Collateral, other than the ABL Priority Collateral; 

(o) Exercise the powers and rights of a secured party; and 

(d) Exercise all such other rights and remedies available to the 
DP Lenders under the DP Credit Documents, the Couit 
Orders and applicable Law. 

Any consent, approval, instruction or other expression of the DP Lenders 
or the Majoiity Lenders to he delivered in writing may be delivered by any 
written instrument, including by way of electronic mail. 

The Servicing Agent, on behalf of the DP Leiidei-.s or the Majority Lenders, 
may execute any consent or waiver with the approval and written direction 
of the Majority Lenders, provided, however, that any consent or waiver 
which has the result or effect of (a) increasing the Loan Amount, (b) 
waiving or reducing any payment obligation by the Borrower hereunder, (c) 
extending the Maturity Date, (d) allowing the Borrower to re-boiTow under 
the DP Facility, or (e) releasing any of the DP Security shall require the 
consent of those DIP Lenders whose Individual Commitment Amounts 
represent not less than 100% of the Loan Amount. 

(a) The DP Lenders appoint the Agent to act as their agent 
under and in connection with this Agi-eement and die other 
DP Credit Documents and airthorize the Agent to exercise 
the rights, powers, authorities and discretions specifically 
given to the Agent under or in connection with this 
Agi'eement and the other DP Credit Documents, together 
with any other incidental rights, powers, authorities and 
discretioiis. 

(b) The DP Lenders and the Agent appoint the Servicing Agent 
to act as their Sers'icing Agent under and in connection with 
this Agreement and the other DP Credit Documents and 
authorize the Servicing Agent to exercise the rights, powers, 
authorities and discretions specifically given to Servicing 



22 

37. Buties of the 
Ageat: 

38. Buties of the 
SeiTicing 
Agents 

Agent under or in Qonnection with this Agreement and the 
other DIP Credit Documents, together with any other 
incidental rights, powers, authorities and discretions 

(c) Any communication or document to he delivered to the 
Agent or Servicing Agent will he effective only when 
received by the Agent or Servicing Agent, as applicable. 

(d) Nothing in this Agreement constitutes the Agent or the 
Servicing Agent as ati'ustee or fiduciary of any odier Person.. 

(e) Neither the Agent nor the Servicing Agent shall be bound to 
account to the DIP Lenders for any sum or the profit element 
of any sum received by it for its own Hccoiml 

(a) The Agent's duties under this Agreement and the DIP Credit 
Documents are solely mechanical and administrative in 
nature. 

(b) The Agent shall as soon as reasonably practicable forward to 
the Servicing Agent the original ox a copy of any document 
which is delivered to the Agent by any other party. 

(c) The Agent is not obliged to review or cheek the adequacy, 
accui'acy or completeness of any document it forwards to 
another party. 

(d) The Agent shall notify each DIP Lender and tlie Servicing 
Agent of the occurrence of any Default or Event of Default 
by the Borrower in the performance of its obligations under 
this Agreement or the other DIP Credit Documents of wlrich 
the Agent has actual Icnowledge or actual notice. 

(e) Each time the Borrower requests the prior written consent of 
DIP Lenders or the Majority Lenders, promptly inform the 
Servicing Agent of such request and of the Agent's 
instiuction and/or drafis, as applicable, with respect thereto 
in order for the Servicing Agent to carry out its duties, 

(f) The Agent shall have only those duties, obligations and 
responsibilities expressly specified In this Agreement or any 
other DIP Credit Documents to which it is expressed to be 
paity (and no others shall be implied). 

(a) The Servicing Agent's duties under this Agreement and the 
DIP Credit Documents are solely mechanical and 
administrative in nature. Without limiting the generality of 
the foregoing, the use of the term "agent" in this Agreement 
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with reference to the Servicing Agent is not intended to 
connote any fiduciary or other implied (or express) 
obligations arising under agency doct'ine of any applicable 
law. Instead, such term is used merely as a matter of market 
custom and is intended to create or reflect only an 
administrative relationship betvs'een independent contracting 
parties. 

(b) The Servicing Agent shall as soon as reasonably practicable 
forward to the DIP lenders and the Agent the original or a 
copy of any document which is delivered to the Servicing 
Agent by the Borrower or the Agent. 

(c) The Servicing Agent is not obliged to review or check the 
adequacy, accuracy or completeness of any document it 
forwards to anoûier party. 

(d) Notify each DIP Lender and the Agent of tlie occurrence of 
any Event of Default by the Bonower in the performance of 
its obligations under this Agreement or the other DIP Credit 
Documents of which die Servicing Agent has actual 
knowledge or actual notice. 

(e) Act in accordance with any instructions given to it by the 
DIP Lenders, Majority Lenders or the Agent. 

(f) In the event that the Servicing Agent is at any time given 
instnactions by both tlie Majority Lenders and the Agent 
which it reasonably deems to be in conflict, follow the 
instructions given to it by the Majority Lenders. The 
Servicing Agent may at any time request instructions from 
DIP Lenders with respect to any actions or approvals which 
by the terms of this Agreement or of any of the DIP Credit 
Documents the Servicing. Agent is permitted or desires to 
take or to grant and if such instructions are promptly 
requested, the Sei-vicing Agent shall be absolutely entitled to 
reftain from taking any action or to withhold any approval 
and shall not be under any liability whatsoever to any Person 
for refraining from any action or withholding any approval 
under any of the DIP Credit Documents until it shall have 
received such instructions from Majority Lenders or all or 
such other portion of DIP Lenders as shall be prescribed by 
this Agreement. Without limiting the foregoing, no DP 
Lender shall have any right of action whatsoever against the • 
Servicing Agent as a result of Servicing Agent acting or 
refraining from acting under this Agreement or any of tlie 
other DP Credit Documents in accordance with the 
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(g) 

Cl) 

39. Exclusion of the (a) 
Agent and the 
Servicing 
Agent's 
Liability; 

(b) 

(̂ ) 

instruotions of the Majority Lenders (or all or such other' 
portion of DIP Lenders as shall be prescribed by this 
Agi*eement) and notwithstanding the instruotions of the 
Majority Lenders (or suoh other applicable portion of DIP 
Lenders)» the Servicing Agent shall have no obligation to 
talce any action if it believes, in good faith, that such action 
would violate applicable law or exposes the Servicing Agent 
to any liability for which it has not received satisfactory 
indernnifioation in accoi'danoe with the provisions of this 
Agteement." 

Each time the Borrower requests the prior written consent of 
the DIP Lenders or the Majority Lenders, use its best efforts 
to act in accordance with fire Agent's instruction and/or 
drafts, as applicable, with respect thereto and execute and 
deliver any consent approved by the DIP Lenders or the 
Majority Lenders, as applicable, to the Bon'ower. 

The Servicing Agent shall have only those dirties, obligations 
and responsibilities expressly specified in this Agreement or 
any other DIP Credit Documents to which it is expressed to 
be paity (and no others shall be implied). 

Without limiting subsection 39(b) below, neither the Agent 
cor the Servicing Agent shall be liable for any action taken 
by it under, or in connection with, this Agreement or any 
other DIP Credit Documents, unless directly caused by its 
gross iiegHgence or wilful misconduct as fmally determined 
by a court of competent jurisdiction. 

No party (other than the Agent) shall take proceedings 
against any officer, employee or agent of the Agent in 
respect of any claim it might have against the Agent or in 
respect of any act or omission of any kind by that officer, 
employee or agent in relation to this Agreement or any other 
DIP Ciedit Documents and any officer, employee or agent of 
the Agent may rely on this provision. 

No party (other than the Servicing Agent) shall take 
proceedings against any officer, employee or agent of the 
Semcing Agent in respect of any claim it might have against 
the Semcing Agent or in respect of any act or omission of 
any kind by that ofTicer, employee or agent in relation to this 
Agreement or any other DIP Credit Documents and any 
officer, employee or agent of the Servicing Agent may rely 
on this provision. 
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40. BIP Lenders' 
Indemnity to 
the Agent and 
the SejTidng 
Agent: 

41. 

42. 

Reference to the 
Agent and the 
Servicing 
Agent: 

Taxes; 

(d) If any monies are transferred to the Agent or the Servicing 
Agent, the Agent or the Semcing Agent, as applicable, will 
not be liable for any delay (or related consequences) in 
crediting an account with any amount required under this 
term sheet or any other DIP Credit Documents to be paid by 
the Agent or the Servicing Agent, as applicable, if the Agent 
or the Servicing Agent, as applicable, has talcen all necessary 
steps as soon as reasonably practicable to comply with the 
regulations or operating procedures of any recognised 
clearing or settlement system which may he used by the 
Agent or the Servicing Agent, as applicable, for that purpose. 

The DIP Lenders shall (in proportion to their Individual Commitment 
Amount as at tire date of this Agreement) indemnify the Agent and the 
Servicing Agent, within tlirec Business Days of demand, against any cost, 
loss or liability incurred by the Agent or the Servicing Agent, as applicable, 
other Chan by reason of the Agent or the Servicing Agent's gross negligence 
or wilful misconduct as finally deteimined by a court of competent 
jurisdiction in acting in their capacity as Agent or Servicing Agent, as 
applicable, under this Agreement or any other DIP Credit Documents. 

Any reference'in this Agreement or the other DIP Credit Documents to the 
Agent or the Servicing Agent shall be oonslrued so as to include its 
successors and permitted transferees or assigns hereunder in accordance 
with its respective interests. 

All payments by the Borrower under this Agreement and tlie other DIP 
Credit Documents, including any payments required to be made fi:om and 
after the exercise of any remedies available to the DIP Lenders upon an 
Event of Default, shall be made free and clear of, without reduction for or 
on account of, any present or future Taxes; provided, however, that if any 
Taxes are required by applicable Law to he withheld ("Withholding 
Taxes") from any amount payable to the DIP Lenders under tliis Agi-eement 
or under any DIP Credit Documents, the amounts so payable to the DIP 
Lenders shall be increased to the extent necessary to yield to the DIP 
Lenders on a net basis after payment of all Widrholding Taxes, the amount 
payable under such DIP Credit Documents at the rate or in the amount 
specified in such DIP Credit Documents and the Borrower shall provide 
evidence satisfactory to the DIP Lenders that the Taxes have been so 
withheld and remitted. 
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43. 

44. 

45. 

49. 

50. 

Further 
Assurances: 

Entire 
Agreement: 

Amendments 
and Waivers; 

46. Severability: 

47. No Third Party 
Beneficiaiy; 

48. Press Releases: 

Counterparts 
and Facsimile 
Signatures: 

Notices: 

The Boirower shallj at its 0"wn expense, from time to time do, execute and 
deliver, or will cause to be done, executed and delivered, all such further 
acts, documents (including, without limitation, certificates, déclarations, 
affidavits, reports and opinions) as the DIP Lenders may reasonably request 
for the puîpose of giving effect to this Agreement and the other DIP Credit 
Documents. 

This Agreement and the other DIP Credit Documents, the Asset Purchase 
Agreement and the Confidentiality Agreement constitutes tlie entire 
agreement between the parties related to the subject matter hereof. To the 
extent there is any inconsistency between this Agreement and any of the 
other DIP Credit Documents, the Asset Piu'chase Agi'eement or the 
Confidentiality Agi-eement, this Agreement shall prevail. 

No waiver or delay on the part of the DIP Lenders, the Agent or the 
Servicing Agent in exercising any right or privilege hereunder or under any 
other DIP Credit Documents will operate as a waiver hereof or thereof 
unless made in writing and delivered in accordance with the terms of this 
Agreement. 

Any provision in this Agreement or any other DIP Credit Documents which 
is proliibited or uirenforceable in any jurisdiction shall, as to such 
jurisdiction, be ineffective to the extent of such prohibition or 
unenforceability without invalidating the remaining provisions hereof or 
effecting the validity of enforceability of such proyivsion in any other 
jui'isdiction. 

No Person, other than the Borrower, the Agent, the Servicing Agent and the 
DIP Lenders, are entitled to rely upon this Agreement and the parties 
expressly agree that this Agreement does not confer rights upon any party 
not a signatory hereto. 

The Boirower shall not issue any press releases naming the Agent, the 
Servicing Agent or the DIP Lenders without their pj-joi' approval, unless the 
Bon'ower is required to do so by applicable Law. 

This Agreement may be executed in any number of counterpaits and 
delivered by e-mail, including in PDF format, each of which when executed 
and delivered shall be deemed to be an original, and all of which when 
talcen together shall constitute one and the same instrument. Any party may 
execute this Agreement by signing any coimteipart of it. 

Any notice, request or other communication hereunder to any of the parties 
shall be in writhig and be well and sufficiently given if delivered personally 
or sent by electronio mail to the attention of the Person as set forth below: 

In the case of the DIP Lenders or the Agent; 
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GSO Capital Partners LP 
345 Park AvenuC) 3îst Floor 
New York, NY 10154 

Attention: Maro Baliotti / John Beberus / GSO Legal 
Email: Marc.BaIiotti@gsocap.cora / Jobn.Beberus@gsocap.coni / 

gsolegal@gsocap.oom 

With a copy to: 

Davies "Ward Phillips & Yineberg LLP 
155 Wellington Street West 
Toronto, ON M5Y3J7 

Attention: Scott Hyman 
Email: shynian@dwpv.com 

In the case of the Sei'vicing Agent: 

Wilmington Trust, National Association 
50 South Sixth Sti-eet, Suite 1290 
Minneapolis, MN 55402 

Attention: Meghan MoCauley 
Email : inmccauley@wilmingtonti*ust.com 

With a copy to: 

Lindquist <& Vemium LLP 
2000 IDS Centre, 80 South 8*^ Street 
Minneapolis, MN 55402 

Attention: Mark C. Dietzen 
Email : mdietzen@ljndquist. com 

In the case of the Borrower: 

Grafton-Fiaser Inc. 
44 Apex Road 
Toronto, ON M6A 2Y2 

Attention: Mark Sun, Yice President and Chief Financial Officer 
Email : msun@graflonfras er. com 

With a copy to: 

Faslcen Martineau DuMoulin LLP 
333 Bay Street, Suite 2400 
Bay Adelaide Centre, Box 20 
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51. English 
Language! 

52. GoveïningLavr 
and 
Jurisdiction! 

53. Definitions! 

Toronto, ON M5H2T6 

Attention; Stuart Brotman / Natasha De Ciooo 
FaxNo.: 416-364-7813 
Email: sbrotman@faslcen.com / ndeoicco@faslcen.coiii 

In either case, with a copy to the Monitor,* 

Richter Advisory Qroup Inc. 
181 Bay Street, Suite 3320 
Bay Wellington Tower 
Toronto, ON M5J2T3 

Attention: Gilles Benohaya / Adam Sherman 
Email: gbenchaya@i*iohtei'consulting.com / 
asherman@TichteTConsvilting.com 

Any such notice shall be deemed to be given and received, when received, 
unless received after 5:00 pin local time or on a day other than a business 
day, in which case the notice shall be deemed to be received the next 
business day. 

The partieyj hereto coniirm tiiat this Agreement and all related documents 
have been drawn up in the English language at their request. Les parties 
avx présentes confirment que îe présent acte et tous les docutnents y relatifs 
Jurent rédigés en anglais à leur demande. 

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. 

"ABL Agent" means Canadian Imperial Bank of Commerce, in its capacity 
as administrative agent on its behalf and on behalf of the Lenders 
under the Revolving Facility; 

"ABL Forbearance Agreement" means the amended and restated 
forbearance agreement between the Borrower, 2473304 Ontario Inc. and the 
ABL Agent dated January 24,2017; 

"ABL Obligations" has the meaning given to that term in the Intercreditor 
Agreement; 

"ABL Priority CoIIaferai" has the meaning given to that term in the 
Intercreditor Agreement; 

"ABL Security" has the meaning given to that term in Section 21 ; 

"Administration Charge" has the meaning given to that tenn in Section 
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21; 

"Advance" has the meaning given to that term in Section 9; 

"Advance Notice" has tlie meaning given to that term in Section 9; 

"Affiliate" of any Person means, at the time such determination is being 
made, any odrer Person controlling, controlled by or under common control 
•with such first Person, where "conti'ol" means the possession, directly or 
indkectly, of the power to direct the management and policies of such 
Person, whether through the ownership of voting securities or otherwise; 

"Agent" has the meaning given to that term in Section 6; 

"Agreement" means 'this Agreement, inoluding ail Schedules, as it may be 
modified, amended, re^vised, restated, replaced, supplemented or othenvise 
changed fi'om time to time and at any time hereafter; 

"Approved Cash Flow" has the meaning given to that term in Section 19; 

"Asset Purchase Agreement" means tlie asset purchase agreement dated 
January 24,2017 between Purchaser and Borrower; 

"Assignment and Assumption Agreement" has the meaning given to that 
term in Subsection 12(b); 

"Authorization" means, with respect to any Person, any order, peimit, 
approval, consent, waiver, licence or similar authorization of any 
Governmental Authority related to the Collateral or the Business; 

"Blocked Account" havS the meaning given to that term in the ABL 
Forbearance Agreement; 

"Borrower" has the meaning given to that term in Section 4; 

"Borrower's Account" has the meaning given to that term in Section 23; 

"Borrower's Security" has the meaning given to that teim in the GSO 
Facility and shall include (a) the Trade-Mark and Trade-Mark Applications 
and Security Agreement dated May 24,2007 between the Borrower and the 
Predecessor Agent, and any amendments thereto, and (b) the general 
security agreement dated May 24, 2007 between OF Acquisition Corp. and 
the PredeceSvSor Agent, and any amendments thereto and as such agreements 
may be fuither amended, restated, supplemented or otherwise modified; 

"Business" means the men's retail business operated by the Bon'ower under 
the Tip Top, George Pichards, Big & Tall, Mr. Big and Tall and Kingspovt 
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banners 

"Business Bay" means any day other than a Saturday, Sunday or statirtcry 
holiday in the Provinoe of Ontario or the State of New York; 

"Cash Flow Variance Report" has the meaning given to that term in 
Section 19; 

"CCAA" has the meaning given to that term in the recitals; 

"CCAA Proceeding" has the meaning given to that term in recitals; 

"ODOR Rate" means, with respect to any Advance for an Interest Period, 
the greater of (a) 1%, and (b) the rate per annum detennined by the Agent 
by reference to the average rate quoted on the Reuters Monitor Screen Page 
ODOR (displaying Canadian interbank bid rates for Canadian dollar 
banlcers' Qcceptanoes) applicable to bankers' acceptances for the applicable 
term as of 11:00 a,m, (Toronto time) two Business Days prior to the 
beginning of such Interest Period; provided that, if such rate does not appear 
on the ODOR Page at such time on such date, the rate for such date will be 
the rate of interest per annum equivalent to the annual discount rate 
(rounded upward to the nearest whole multiple of 1/100 of 1%) as of 
11:00 a.m., Toronto time on such, day at which one of the five largest 
Canadian chartered banks (measured by assets) listed on Schedule I of the 
Ban/c Act (Canada) as selected by the Agent is then offering to issue 
Canadian dollar bankers' acceptances accepted by it having such specified 
term (or a term as closely as possible comparable to such specified term); 

"Collateral" has tlic meaning given to that term in Subsection 20(j); 

"Confidentiality Agreement" means the confidentiality agreement between 
the BoiTOwer and the Agent dated November 29,2016; 

"Consulting Agreement" means the agreement between the Borrower and 
an agent engaged by the Borrower for the purpose of conducting the 
Liquidation; 

"Court" has the meaning given to that teim in recitals; 

"Court Order" has the meaning given to that term in Subsection 20(in); 

"Befault" means the occurrence or existence of any event, fact or 
circumstances, that with the giving of notice, passage of time, or both, 
would constitute an Event of Default; 

"Befault Rate" has the meaning given to that term in Section 15; 

"BIP Credit Bocuments" means this Agreement, the DIP Security, the 
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Servicing Agent Fee Agreement and any other docmnents in respect of the 
DIP Facility as may be requested by the DIP Lenders; 

"DIP Facility" has the meaning given to that term in Section 8; 

"DIP Lender" and "DIP Lenders" has the meaning given to those term.? in 
Sections; 

"DIP Lenders' Chax'ge" has the meaning given to that teim in Section 21 ; 

"DIP Obligations" has the meaning given to that term in Section 21 ; 

"DIP Security" means the Borrower's Security and related personal 
property security registrations made in favour of the Agent in connection 
with the Borrower's Security togetlier with such confirmations, fmancing 
statements, renewals, amendments, discharges, insurance endorsements, 
opinions or other documents as may be requested by the DIP Lenders as 
security for the DIP Obligations; 

"Encumbrances" means any encumbrance, lien, charge, hypothec, pledge, 
mortgage, title retention agreement, secuilty interest of any natrire, adverse 
claim, exception, reservation, easement, encroachment, servitude, restriction 
on use, right of occupation, any matter capable of registration against title, 
option, right of first offer or refusal or siniUai' right, restriction on voting (in 
the case of any voting or equity interest), right of pre-emption or privilege 
or any conti'act to create any of the foregoing; 

"Event of Default" has the meaning given to that term in Section 33; 

"Existing Lender" has the meaning given to that term in Section 12; 

"Filing Date" means the date the Initiai Order is made granting the 
Borrower protection under the CCAA; 

"Funding Conditions" has the meaning given to that term in Section 20; 

"Governmental Authority" means any government, regulatory authority, 
governmentaJ department, agency, commission, bureau, official, minister, 
Crown corporation, court, body, board, tribunal or dispute settlement panel 
or other law or regulation-maldng organization or entity: (a) having or 
purporting to have jurisdiction on behalf of any nation, province, territory, 
state or other geographic or political subdivision thereof; or (b) exercising, 
or entitled or puipoifing to exercise, any administrative, executive, judicial, 
legislative, policy, regulatory or taxing authority or power; 

"GSO Facility" means the non-revolving credit facility dated as of June 16, 
2009 made available to the Borrower pursuant to the amended and restated 
credit agreement entered into by the Borrower, as boiTower, Wilmington 
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Trust, National Association, as Servicing Agent, the Agent, as 
administi'ative agent, 2473304 Ontario Inc., as guarantor, and GSO 
Domestic Capital Funding (Luxembourg) S.A.K..L. and GSO Offshore 
Mulîiourrency Facility (Luxembourg) S.A.RX., as lenders, as amended on 
Aprin2, 2010, June II, 2010, Moi'cli 18, 2011, December31, 2012, 
June 17, 2014, My 7, 2015, July 23, 2015, February 12, 2016, June 6, 
2016, Augusts, 2016, September 26, 2016, November 29, 2016, 
December 15, 2016, December 23,2016 and January 24,2017, as it may be 
hirther amended, supplemented or otherwise modified; 

"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 agreements 
and (b) any other agreements or arrangements entered into in order to 
protect such Person against fluctuations in commodity prices, interest rates 
or omrency exchange rates; 

"Indebtedness" of any Person means, at any date, without duplication, (a) 
all obligations of such Person for boiTowed money, including by way of 
overdraft and drafts or orders accepted as representing extensions of credit, 
(b) all obligations of such Person evidenced by bonds, debentures, the face 
amount of all banlcers' accqatances, letters of credit, letters of guarantee and 
similai' instruments, notes, letters of credit or other similar instruments, 
including obligations under any anangement with any Person providing for 
the leasing by the Borrower of any Property (as defined in die GSO 
Facility), which Property has been or is to be sold or transferred by the 
Borrower to such Person in contemplation of such leasing, (o) all 
obligations of such Person to pay the deferred purchase price of property or 
services, (d) all obligations of such Person as lessee which ai'e capitalized in 
accordance with generally accepted accounting principles consistently 
applied in Canada, (e) all indebtedness, liabilities and obligations secured 
by an Encumbrance 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 Borrower in the 
ordinary course under its commercial lease for its retail merchandising 
locations, (f) 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, (g) all 
indebtedness, liabilities and obligations in respect of financial instruments 
which are classified as a liability, on the balance sheet of such Person, (h) all 
obligations of such Person to otherwise assure a creditor against loss, (i) all 
Hedging Obligations and (j) all obligations of such Person for trade 
accounts and contracts; 

"Indemnified Persons" has the meaning given to that term in Section 29; 

"Individual Commitment Amounts" has the meaning given to that term in 
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Section 11; 

"Initial Order" means an order of the Court, in foniL and substance 
satisfactory to the Majority Lenders and the Agent, acting reasonably, and 
obtained on application made on notice to, such Persons as the Majority 
Lenders, the Agent and Borrower determine, acting reasonably, to be sought 
by the Borrower with respect to the appointment of the Monitor and with 
respect to the CCAA Proceeding, as amended; 

"Intercreditor Agreement" means the intercreditor agreement entered into 
by the ABL Agent and the Agent dated as of Februai7 12, 2016, as it may 
be amended, supplemented or otherwise modified; 

"Interest" has the meaning given to that temi in Section 15; 

"Interest Payment Bate" has the meaning given to that term in Section 15; 

"Interest Period" means the period commencing on the date of an Advance 
and ending one month thereafter; 

1 
"Inventory" means inventories manirfactured by the Boirower or purchased 
Lorn third party vendors, including raw materials, worlc-ln-process and 
packaging materials, finished goods, supplies or replacements; 

"Law" means any federal, provincial, county, territorial, district, municipal, 
local, foreign, supranational or international law, statute, ordinance, 
regulation, by-law, rule, code, ti-eaty or rule of common law or otherwise of, 
or any order, judgment, injunction, decree or similar' authority enacted, 
issued, promulgated, enforced or entered by, any Governmental Authority; 

"Lenders" means the lenders ftoin. time to time party to the Revolving 
Facility; 

"Liquidation" means the sale and liquidation of certain of Borrower's 
assets, including certain inventory, furniture, fixtures and equipment by the 
Boii'ower, or an agent engaged by the Borrower; 

"Loan Amount" has the meaning given to that term in Section 8; 

"Majority Lenders" means, at any time, DIP Lenders whose outstanding 
commitments represent more than 50% of the sum of the total Loan 
Amoimt; 

"Maturity Bate" has the meaning given to that term in Section 24; 

"Monitor" means Richter Advisory Group Inc., as the Court-appointed 
Monitor of the Borrower in the CCAA Proceeding; 
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"Permitted Encumbrances" means .the Encumbrances listed in Schedule 
"E" hereto; 

"Person" means any individual, sole proprietorship, partnership, fum, 
entity, unincorporated association, unincorporated syndicate, 
unincorporated organization, trust, body corporate, Governmental 
Authority, and where the context requires any of the foregoing when they 
are acting as trustee, executor, administrator or otlier legal representative; 

"PÏK interest" has the meaning given to that term in Section 15; 

"Pre-Filing Debt" has the meaning given to that teim in Subsection 32(a); 

"Predecessor Agent" means GSO Special Situations Fund LP; 

"Priority Charges" has the meaning given to that term in Section 21; 

"Priority Payables" means HST, all sales Tax and any amount payable or 
accrued by Borrower wliich is secured by an Encumbrance which ranks or 
is capable of ranking prior to or pari passu with the Enciunbrances created 
in coiuiection with the DP Lenders' Charge, (other than the Permitted 
Encumbrances and Priority Charges) including amounts accrued or owing 
for wages, vacation pay, termination pay (only where it is a priority 
payable), employee deductions, or Taxes, and other statutory or othei-
claims that have or may have priority over, or rank pari passu with, the 
Encumbrances created in connection wilh the DIP Lenders' Charge; 

"Purchaser" means 1104307 B.C. Ltd.; 

"Revolving Facility" means the asset-based revolving credit facility dated 
as of February 12, 2016 made available to the Bcirower pursuant to the 
credit agreement entered into by the Borrower and 2473304 Ontario Inc., as 
oo-boirowers, the ABL Agent and the Lenders, as it may be amended, 
supplemented or otherwise modified; 

"Servicing Agent" has the meaning given to that term in Section 7; 

"Servicing Agent Fee Agreement" means the fee agreement entered into 
between the Bon-ower and the Servicing Agent dated as of January , 
2017; 

"SISP" means the sales and investor solicitation procedures appended to the 
Stalking Hoi-se and SXSP Order; 

"Stalldng Horse and SISP Order" an order of &e Court in form and 
substance satisfactory to the Majority Lenders, the Agent and the Bonower, 
acting reasonably, and obtained on application made on notice to, such 
Persons as the M^ority Lenders, the Agent and Borrower determine, acting 
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reasonably, xecognizing the Asset Purehase Agreement as a "stalking horse 
bid" and approving the SISP; 

"Successful Bid" has the meaning given to that tenn in the SISP; 

"Tax" and "Taxes" means any taxes, duties, fees, premiums, assessments, 
imposts, levies and other charges of any kind "whatsoever imposed by any 
Governmental Authority, including all interest, penalties, fines, additions to 
tax or other additional amounts imposed by any Governmental Authority in 
respect tliereof, and including those levied on, or measui'ed by, income, 
gross receipts, profits, capital, transfer, land transfer, sales, goods and 
services, harmonized sales, use, excise, withholding, business, fianchising, 
property, development, occupancy, payroll, health, social services, 
education, employment and all social security taxes, all surtaxes, all 
customs, duties and import and export taxes, countervail and anti-dumping, 
all licence, fianohise and registration fees and all employment insurance, 
health insurance and Canada, and other government pension plan premiums 
or contributions; 

"Term Priority Collateral'' has the meaning given to that tenn in the 
Intercreditor Agreement; 

"Updated Cash Flow" has the meaning given to that term in Section 19; 
and 

"Withholding Taxes" has the meaning given to that term in Section 42; 

[Remainder of page left intentionally blank. Signature page follows] 
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AS DIP LBNDEKSî 

GSO DOMESTIC CAPITAL 
FUNDING a^UXEMBOUjRG) S.A.R.L. 

bv ==• .L-L -Çs-V^-
William Footf- i^ioj^ized Signatory 

Joan-Cla^Koch - Autnorized Slgnalocy 
GSO OKFSI-rbfRE 
MULTICURRENCY FACILTTY 
(LUXEMBOURG) S.A.R.L. 

.s .. 
William Foot - Authorized Signatory 

Jean-Gfff foch,- Authorized Signatory 

D I P  T c i ' m  s i h e e !  -  . S ' / j j i K ' / W J  P n f ; . e  



AS SERVICING AGENT; 

WîEflîINGTON TRUSa\ NATIONAL 
ASSOCIATION 

DIF Tern Sheei - Signalw-$ Ptige 



AS BORROWER! 

GRAFTON-ERASER INC> 

by 
Majrk G, Sra 
Vice President & CFG 
Otafton-Fraser ïno. 

DIP Tenn Sheoi-Sls'^oiure Pai^c 



SCHEDULE "A" 

Individual Commitment Amounts 

Name of Lender Individual Commitment Amount 

GSO Domestic Capital Bunding (Luxemboing) 
S,A.R..L. 

$2,386,311.40 

GSO Offshore Multicurrency Facility (Luxembourg) 
S.A.RX. 

$3,113,688.60 

Total $5,500,000.00 
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SCHEDULE "B" 

Assignment and Assumption Agreement 

This assigrmient and assumption (the "Assignment and Assumption") is dated as of tlie 
Effective Date set forth below and is entered into by and between [insert name of Assignor] (the 
"Assignor"), [insert name of Assignee] (the "Assignee") and Graflon-Fraser Inc. (the 
"Borrower"). Capitalized terms used but not defined herein shall have the meanings given to 
them in the DIP Loan Agreement (as defined below), receipt of a copy of which is liereby 
acknowledged by the Assignee, 

For an agreed consideration, and subject to the standard terms and conditions attached 
hereto as Appendix "A", the Assignor hereby irrevocably sells and assigns to the Assignee, and 
the Assignee hereby hrevocably purchases and assumes from the Assignor, as of the Effective 
Date: (a) all of the Assignor's ri^rts and obligations in its capacity as a DIP Lender under the 
DIP Credit Documents and any other documents or instruments delivered pursuant thereto, and 
(b) to the extent permitted to be assigned under applicable Law, all claims, suits, causes of action 
and any other right of the Assignor (in its capacity as a DIP Lender) against any Person, whether 
known or unknown, arising under or in connection with the DIP Ci-edit Documents and any other 
documents or instruments delivered pursuant thereto, including, but not limited to, contr-act 
claims, tort claims, malpractice claims, stalutoiy claims and all other claims at law or in equity 
related to the rights and obligations sold and assigned pursuant to clause (a) above. The rights 
and obligations sold and assigned pursuant to clauses (a) and (b) above, and described in more 
detail below, are refen-ed to herein collectively as, the "Assigned Interest". Such sale and 
assignment is without reooui'se to the Assignor and, except as expressly provided in this 
Assignment and Assumption, without representation or warranty by the Assignor. 

Effective on the Effective Date, the Assignor shall be released firom its obligations in 
connection with the Assigned Interest and the respective rights of each of the Borrower and the 
Assignor against one another in respect of the Assigned Interest shall be cancelled and the 
Assignee shall assume those obligations. 

The Borrower aolcnowledges the assignment of the Assigned Interest to the Assignee and 
agi'ees that fi'om and after the Effective Date (a) all payments in respect of tire Assigned Interest 
shall be made to the Assignee, and (b) the Assignee has all of the rights aud remedies of the 
Assignor as a DIP Lender under DIP Loan Agreement. 

1. Assignor; [insert name of Assignor] 

2. Assignee; [insert name of Assignee] 

3. Borrower; Grafton-Fraser Inc., as bon*owm' under the DIP Loan Agreement 
("Borroweï*") 

4. Agent: GSO Capital Partners LP, as agent under the DIP Loan Agreement (the "Agent") 

5. Seivicing Agent: Wilmington Tiust, National Association (the "Seivicing Agent") 
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6. DIP Loan Agreement; DIP Loan Agi'eement dated as of Januar>' ,2017, 
between the between the Borrower, the DIP Leaders, the Agent and the Servicing Agent, 
as amended, restated, supplemented or otherwise modified fiom time to time (the "DIP 
Loan Agreement"); 

7. DIP Credit Documents: the DIP Loan Agreement, the DIP Security, the Servicing 
Agent Fee Agreement and any other documents in respect of the DIP Facility as may be 
requested by the DIP Lenders (the "DIP Credit Documents"); 

8, Assigned Interest: 

Name of Assignor Individual Commitment Amount 

The terms set forth in this Assigmnent and Assumption are hereby agreed to on 
(the "Effective Date").' 

ASSIGNOR 
[NAME OF ASSIGNOR] 

By; 
Title: 

ASSIGNEE 
[NAME OF ASSIGNEE] 

By: 
Tide: 

BORROWER 
GRAFTON FRASER INC. 

By: 
Title; 

1 To be ioseited by the Agent, and which shall be the effective date of the transfer in the register therefor. 
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A-ccepted: 
AGENT 
[NAME OF AGENT] 

By: 
Title; 



Appendix "A" 
STANDARD TERMS AND CONDITIONS 

1 Représentations and Warranties 

1.1 Assignor 

(a) Tho Assignor represents and warrants that: (i) it is the legal and beneficial owner 
of the Assigned Interest; (ii) the Assigned Interest is ftee and clear of any lien, 
encumbrance or other adverse claim; and (iii) it has full power and autlîority, and 
has talcen all action necessary, to execute and deliver this Assignment and 
Assumption, and to consummate the transactions contemplated hereby; and 

(b) The Assignor assumes no responsibility with respect to: (i) any statements, 
warranties or representations made in or in connection with the DIP Ci-edit 
Documents; (ii) the execution, legality, validity, enforceability, genuineness, 
sufficiency or value of the DIP Credit Documents or any collateral thereunder; 
(iii) • die financial condition of the BoiTower; or (iv) the performance or 
obseivance by the Borrower. 

1.2 Assignee 

(a) The Assignee represent.s and warrants that: (i) it has full power and authority, and 
has talcen all action necessary, to execute and deliver this Assignment and 
Assumption and to consummate the transactions contemplated hereby and to 
become a DIP Lender under the DP Loan Agreement; (ii) fiom and after the 
Effective Date, it shall be bound by the provisions of the DP Loan Agreement as 
a DP Lender thereunder and, to ^e extent of tlie Assigned Interest, shall have the 
obligations of a DP Lender thereunder; and (iii) it has received copies of the DP 
Credit Documents, and such other documents and information as it has deemed 
appropriate to xnalce its own credit analysis and decision to enter into this 
Assignment and Assumption and to purchase the Assigned Interest on tlie basis of 
which it has made such analysis and decision independently and without reliance 
on the Agent or any other DP Lender, 

(b) Tho Assignee agrees that: (i) it will, independently and without reliance on the 
Agent, the Assignor or any other DP Lender, and- based on such documents and 
information, as it shall deem appropriate at the time, continue to malce its own 
credit decisions in taking or not taking action under the DP Credit Documents; 
and (ii) it will peiform in accordance with their ternis, all of the obligations which 
by the terms of the DP Credit Documents ai'e required to be perfoimed by it as a 
DP Lender. 

2 Payments 

From and after the Effective Date, the Agent shall malce all payments in respect of the 
Assigned Interest (including payments of principal, interest, fees and other amounts) to the 
Assignee, whether such amounts have accrued prior to, on or after the Effective Date, The 
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Assignor and the Assignee shall make all appropriate adjustments in payments by the Agent for 
periods prior to the Effective Date or with respect to the raalcing of this assignment directly 
between themselves, 

3 General Provisions 

This Assignment and Assumption shall be binding upon, and inure to the benefit of, the 
parties hereto and theh respective successors and permitted assigns, This Assignment and 
Assumption may be executed in any number of counterparts, which together shall constitute one 
instrument. Delivery of an executed counterpart of a signature page of tliis Assigrunent and 
Assumption by telecopy or by sending a scanned copy by electronic mail shall be as effective as 
deliveiy of a manually executed counterpart of this Assignment and Assumption. This 
Assignment and Assumption shall be governed by, and construed in accordance with the laws of 
the Province of Ontario and the federal laws of Canada applicable therein. 



SCHEDULE "G" 

APPROVED CASH FLOW 
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SCHED"DLE "B" 

MINIMUM RECEIPT AND MAXIMUM DISBURSEMENT COVENANT LEVELS 



Grafton-Fraser Inc. 
DIP Covenant Calculations 

DIP Covenant Test 

Receipts 

Covenant Cumulative Receipts 

Dcsburaernents 

Week Ending 
28^an 04-Feb 11^eb 18-Feb 2S-Fob 04-Mar 11-Mar 18-Mar 2S-Mar 01-Apr OS-Apr 1S-Apr 22-Apr 29-Apr OE-May 13-May 20-Mav 27-May 

Receipts 2,241 2,195 2.237 2,208 2.231 2.540 2,823 3,043 2.882 3,246 3,551 3,684 3,877 4.091 3,532 3,591 3,602 3.553 
Projected Cum. Receipt 2,241 4,436 6.673 8,881 11,112 13,653 16,475 18,518 22,401 25,647 29,188 32.882 36,759 40,550 44,352 47,973 51.575 55,128 

15% Variances 335 665 1,001 1,332 1,667 2,048 2,471 2.S28 3,350 3,847 4,380 4,832 5,514 6,128 6.657 7,196 7,736 8,269 
Cap 1,500 1,SG0 1.500 1,500 1,500 1,500 1,500 1,500 1,500 1,500 1,500 1,500 1,500 1,500 1,500 1,500 1,500 1,500 
Lessor of 338 66S 1,001 1,332 1,500 1.500 1,500 1,500 1,500 1.500 1,500 1,500 1,500 1,500 1,500 1.500 1,500 1,500 

Dhbutsements (Exd. Jones) 4,792 6.925 3.293 3.531 2.377 6,067 3.109 2.534 2,052 6,455 3,651 1,935 2,455 3.S82 3.775 1,755 1,936 3,283 
Projected Cum. Dibs. (Excl. Jones) 4,792 11,717 15,012 18,643 21,520 27,586 30.696 33,230 35,282 41,737 45,388 47,323 49,778 53,359 57.134 58,889 60,825 64,108 

15% Variances 719 1,758 2,252 2.798 3.228 4,138 4,504 4.984 5,292 6,261 6,808 7,098 7.467 8,004 8,570 8,833 9,124 9,616 
Cap 1,500 1,500 1.500 1.500 1,500 1,500 1,500 1,500 1.500 1,500 1,500 1,500 i.soo 1,500 1,500 1,500 1,500 1,500 
Lesser of 719 1,500 1,500 1.500 1,500 1,500 1,500 1,500 1,500 1,500 1,500 1,500 1.500 1,500 1.SQ0 1,500 1,500 1.500 
Covenani Cum. Olsb. (Excl, Jones) S 5.511 $13.217 516,512 $ 20,143 5 23,020 5 29,086 S 32,196 S 34,730 $ 36,782 $ 43,237 S 46,888 $ 48,823 5 51,278 $ 54,859 S 58,634 $ 60,389 $ 62,325 $65,608 

Based on Unaudited htfi^'mation 



SCHEDULE"E" 

PERMITTED ENCUMBRANCES 

1. The foUowing security pursuant to the Persomî Property Security Act ("PPSA") in each 
applicable jurisdiction: 

PPSA British Columbia 

Registration Number 

1. 673469D 

006240J 

PPSA Alberta 

Registration Number 

1. 15121123969 

2. 07051518194 

Secured Party 

GSO Capital Partners, TP, 
as Administrative Agent 

Registration Pate/ 
Registration Period 

Collatera] 

Registration Date: All of the debtor's present 
May 15,2007 and after-acquired personal 

property of tlie debtor and, 
Registration Period: 8 without limitation, all 
years 

Expiry Date: 
May 15,2023 

Canadian Imperial Bank of Registration Date: 

fixtures, crops, and licenses, 

Commerce, as Agent 
All of the debtor's present 
and after-acquired personal 
property including without 

Registration Period: 7 limitation fixtures (and terms 

December 11,2015 

years 

Expiry Date: 
December 11,2022 

Secured Party Registration Date/ 
Registration Period 

Canadian Imperial Bank of Registration Date: 
Commerce, as Agent December 11,2015 

Registration Period: 
7 years 

used herein that are defined 
in the Personal Property 
Security Act of British 
Columbia or the regulations 
made thereimder have those 
defined meanings). 

Collateral 

All present and after-
acquired personal propeity 
of the debtor. 

GSO Capital Pavtaers, LP, 
as Adminish'ative Agent 

Expiry Date: 
December 11,2022 
Registration Date: 
May 15,2007 

All present and after-
acquirod personal property 
of the debtor. Proceeds; 
Goods, inventory, chattel 
paper, documents of title, 
instj'uments, money, 

Expiry Date: May 15, intangibles, accounts and 
2023 investment property (all as 

defined in the Personal 
Property Security Act 

Registration Period: 
16 years 
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Registration Number Secured Party Registration Date/ 
Reglstratton Period 

Collateral 

3. 07051518228 GSO Capital Partners, LP, 
as Administrative Agent 

Registration Date: 
May 15,2007' 

Rogisfratlon Period: 
Infinity 

(Alberta)) and insurance 
proceeds. 
Land charge. 

PPSA Manitoba 

Rcgisiration Number 

I. 201523726507 

Secnred Partv 

Canadian Imperial Bank of 
Commerce, as Agent 

2. 200708558108 GSO Capital Partners, LP, 
as Administrative Agent 

PPSA Ontario 

Registration File Number Secured Partv 

1. 719663706 Canadian Dealer I.ease 
Service Inc. and Bank of 
Nova Scotia - DLAC 

Registration Date/ 
Registration Period 
Registration Date; 
December 11,2015 

Registration Period; 
7 years 

Expiry Date: 
December 11,2022 
Registration Date: 
May 7,2007 

Registration Period: 
16 years 

Expiry Date: May 15, 
2023 

Registï'ation Date/ 
Registration "Period 

Registration Date: 
August 16,2016 

Registration Period; 
3 years 

Expiry Date: August 
16,2019 

Collateral 

The security interest is taken 
In all of the debtor's present 
and aftcr-acquii-ed personal 
property. 

The security interest is taken 
in all of the debtor's present 
and after-acquired personal 
property. 

Collateral 

Inventory, Accounts, Other, 
Motor Vehicle Included 

2016 Mazda CX09, 
JM3TCBDY6G0111704 

Amount: 
$55,145 

Date of Maturity: 
August 11,2019 

2. 712571193 Canadian Imperial Bank of Registration Date: 
Commerce, as Agent December 11,2015 

Inventory, Equipment, 
Accounts, Other, Motor 
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Registration File Number Secured Party 

3. 675686367 

3. 635312304 

Xerûx Canada Ltd. 

GSO Capital Partners, LP, 
as Adminlsti-ative Agent 

Registration Date/ 
Registrafion Period 

Registi'ation Period; 7 
years 

Expiry Date: 
December 11,2022 
Registration Date; 
January 17,2012 

Registration Period: 
6 years 

Expijy Date: January 
17,2018 

Rcgjsti*a(ioti Date: 
May 15,2007 

Registration Period: 8 
years 

Expby Date: 
May 05,2013 

Collateral 

Vehicle 

Equipment, Other 

Inventoiy, Equipment, 
Accounts, Other, Motor 
Vehicle Included 

PPSA Nova Scotia 

Registration Number 

1. 25531898 

2. 25333881 

Secured Party 

GSO Capital Partners, LP, 
as Administrative Agent 

Registration Date/ 
Registration Period 

Regish'ation Date: 
Februarys, 2016 

Registration Period: 7 
years 

Expiry Date: 
February 8,2023 

Canadian Imperial Bank of Registration Date: 
Commerce, as Agent December 14,2015 

Registi'ation Period: 7 
ysare 
Exph-y Date: 
December 14,2022 

Collateral 

A security interest Is taken in 
all of the debtor's present 
and after-acquii'cd personal 
properly 

A scciu'lty interest is taken In 
al! of the debtor's present 
and after-acquired personal 
proper^ 

2. The following Bank Act security: 

Type Registration Name Date Exnires Number Bank 
fltid Address 

(2) Grafton-Fraser Inc. 2016/01/25 2021/12/31 01304227 0010 - CANADIAN IMPERIAL BANK (2) 
44 Apex Road OF COMMERCE 00002 - MAIN 
Toronto ON BRANCH - COMMERCE COURT 199 
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M6A2V2 BAY ST CCW CONCOURSE LBVEL 
MAIN BRANCH-COMMERCE 
COURT TORONTO, ON M5L] G9 

Secmity interests recorded against all of the Canadian trademarks owned by Borrower, in 
favour of: 

(a) GSO Special Situations Fund LP (pursuant to a security agreement placed on file 
on October 11,2007); 

(b) GSO CP Holdings LP (pursuant to an amended security agreement placed on file 
on October 14,2008); and 

(c) Canadian Imperial Bank of Commerce, as Agent (pursuant to a security 
agreement placed on file on March 11,2016). 



SCHEDULE 8 

FORM OF TEm FORBEARANCE AGREEMENT 

CAN.DMS: \105488869\15 3  



AMENDED AND RESTATED FORBEARANCE AGREEMENT 

AMONG 

GRAFTON-FRASER INC., 
as Borrower 

-and -

2473304 ONTARIO INC., 
as Guarantor 

- and -

THE LEISTDERS THAT ARE PARTIES TO THE EXISTING CREDIT AGREEMENT, 
as the Lenders 

- and -

GSO CAPITAL PARTNERS, LP, 
as Administrative Agent 

DATED AS OF JANUARY 24,2017 



TABLE OF CONTENTS 

ARTICLE 1 INTERPl^ETATION 3 
1.1 Definitions 3 
] .2 Other Definitions 3 
1.3 Entire Agreement 7 
1.4 Amendment and Restatement 7 
1.5 Business Day 7 
1.6 Certain Rules of Interpretation 7 
1.7 Schedules and Exhibits 8 

ARTICLE 2 ACKNOWLEDGMENT 8 
2.1 Acknowledgement of Obligations 8 
2.2 Continuing Effect of Amendments 8 
2.3 Other Confinnations and Acknowledgements 9 
2.4 Security 11 

ARTICLE 3 FORBEARANCE IN RESPECT OF CERTAIN EVENTS OF DEFAULT... 11 
3.1 Forbearance 11 
3.2 No Other Waivers; Reservation of Rights 12 
3.3 Fees, Interest and Other Amounts 12 

ARTICLE 4 OBLIGATIONS OF THE OBLIGORS DURING FORBEARANCE PERIOD 
13 

4.1 Covenants ofthe Obligors 13 
4.2 Covenants in the Existing Credit Agreement and the other Loan Documents 16 

ARTICLE 5 AMENDMENTS TO EXISTING CREDIT AGREEMENT 16 
5.1 Amendments to Existing Credit Agreement 16 

ARTICLE 6 REPRESENTATIONS, WARRANTIES AND COVENANTS 17 
6.1 Representations in Loan Documents ; 17 
6.2 Full Effect of Documents 17 
6.3 No Conflict 18 
6.4 The Administrative Agent May Pursue Rights and Remedies 18 
6.5 Terminating Events 18 

ARTICLE 7 CONDITIONS PRECEDENT TO THIS AGREEMENT 19 
7.1 Conditions Precedent 19 

ARTICLE 8 GENERAL 21 
8.1 Effect of this Agreement 21 
8.2 Costs and Expenses 21 
8.3 Release 22 
8.4 Survival of Representations and Warranties 23 
8.5 Governing Law 23 
8.6 Reviewed by Legal Counsel 23 



-  i l  -

8.7 Submission to Jurisdiction 23 
8.8 Mutual Waiver of Jury Trial 24 
8.9 Time of Essence 24 
8.10 Unaffected Creditor Status of the Administrative Agent, the Servicing Agent and the 

Lenders 24 
8.11 Notices 24 
8.12 Further Assurances 24 
8.13 Confirmation of Documents and Terms 25 
8.14 No Merger or Novation 25 
8.15 Amendment and Waiver 25 
8.16 Assignment and Enurement ; 25 
8.17 Severability 26 
8.18 Counterparts 26 
8.19 Electronic Signatures 26 
8.20 Confidentiality 26 
8.21 Paramountcy 27 

SCHEDULE 1 - FORM OF ABL FORBEARANCE AGREEMENT 
SCHEDULE 2 - APPROVED CASH FLOW 
SCHEDULE 3 - EXISTING DEFAULTS 
SCHEDULE 4 - ABL OBLIGATIONS 
SCHEDULE 5 - EXISTING SECURITY 



AMENDED AND RESTATED FORBEARANCE AGREEMENT 

THIS AGREEMENT is dated as of January 24,2017. 

A M O N G :  

GRAFTON-FRASER INC. 

(hereinafter referred to as the "Borrower") 

- and -

2473304 ONTAIUO INC., 

(hereinafter referred to as the "Guarantor") 

- and -

THE LENDERS THAT ARE PARTIES TO THE EXISTING 
CREDIT AGREEMENT, 

(hereinafter referred to as the "Lenders") 

- and -

GSO CAPITAL PARTNERS, LP, as Administrative Agent and Lead 
Arranger, (hereinafter referred to in its capacity as administrative agent on 
behalf of the Lenders, as the "Administrative Agent") 

CONTEXT: 

A. 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 tliereto and the lenders 
that may become fi-om time to time parties thereto (the "Original Credit Agreement"). 

B. 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. 

C. On September 10, 2008, the Servicing Agent was appointed the Servicing Agent and 
agreed to assume certain responsibilities previously under the responsibility of the 
administrative agent. 

D. 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. 
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E. On June 16, 2009, the parties entered into an amended and restated credit agreement (the 
"Third Amended and Restated Credit Agreement") as amended on April 12, 2010, 
June 11, 2010, March 18, 2011, December 31, 2012, June 17, 2014, July 7, 2015, July 23, 
2015 and February 12, 2016 (as may be further amended, restated, supplemented or 
otherwise modified from time to time, collectively tlie "Existing Credit Agreement"). 

F. As of the date of this Agreement, the Borrower and the Guarantor are in default under the 
Existing Credit Agreement and the other Loan Documents. 

G. On June 7, 2016, the Guarantor commenced proceedings (the "JNY CCAA 
Proceedings") under the Companies' Credilors Arrangement Act (the "CCAA") and 
obtained from the Ontario Superior Court of Justice (Commercial List) (the "CCAA 
Court") an initial order (as amended, restated, supplemented or otheiwise modified from 
time to time, the "JNY Initial Order") under the CCAA. 

H. The primary purpose of the JNY CCAA Proceedings was to give effect to a transaction 
for the orderly liquidation of the assets and undertaking of the Guarantor, the closing of 
stores of the Guarantor and the orderly distribution of the proceeds thereof (the "JNY 
Liquidation"). 

I. The Borrower and the Guarantor requested and the Administrative Agent and the Lenders 
agreed, subject to the terms and conditions of a Forbearance Agreement between the 
Borrower, the Guarantor, the Administrative Agent and the Lenders, dated June 6, 2016 
(the "Existing Forbearance Agreement") that the Administrative Agent and the Lenders 
would forbear from exercising the Administrative Agent's and Lenders' rights as a result 
of the Existing Defaults and the commencement and existence of the JNY CCAA 
Proceedings, to permit, inter alia, the Guarantor to give effect to the JNY Liquidation. 
The Forbearance Agi'eement was approved pursuant to the terms of the JNY Initial Order. 

J. The ABL Agent and the ABL Lenders under the ABL Credit Agreement also agreed to 
forbear from exercising their respective rights and remedies under the ABL Credit 
Agreement and security and other documents relating thereto, as amended by a 
forbearance agreement dated June 6, 2016 (the "Existing ABL Forbearance 
Agreement"). 

K. The Existing Forbearance Agreement was subsequently amended pursuant to (a) an 
Amendment and Waiver Agreement dated August 12, 2016 (the "First Forbearance 
Amendment"), (b) a Second Amendment dated September 26, 2016 (the "Second 
Forbearance Amendment"), (c) a Third Amendment dated November 29, 2016 (the 
"Third Amendment"), and (d) a Fourth Amendment dated December 15, 2016 (the 
"Fourth Amendment"). 

L. The Existing ABL Forbearance was also amended pursuant to (a) an Amendment and 
Waiver Agreement dated August 12, 2016, (b) a Second Amendment dated 
September 26, 2016, (c) a Third Amendment dated November 29, 2016, and (d) a Fourth 
Amendment dated December 15,2016. 
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M. The JNY Liquidation is now complete and the Guarantor is in the final stages of winding 
down its remaining activities and concluding the JNY CCAA Proceedings. 

N. The Borrower intends to apply to the CCAA Court for an initial order (the "GFI Initial 
Order") granting it protection under the CCAA (such proceedings being the "GFI 
CCAA Proceedings") and approving the debtor-in-possession facility loan agreement 
between the Lenders, the Administrative Agent, the Borrower and Wilmington Trust, 
National Association as servicing agent (the "DIP Agreement'), the other DIP Credit 
Documents and the DIP Lenders' Charge (each as defined in the DIP Agreement). The 
primary purpose of the GFI CCAA Proceedings is to give effect to a sale and investment 
solicitation process (the "SISP"). 

O. The Borrower and an affiliate of the Administi'ative Agent (the "Purchaser") propose to 
enter into an Asset Purchase Agi-eement (the "Stalking Horse APA"), pursuant to which 
the Purchaser would acquire the business of the Borrower on the terms set out in the 
Stalking Horse APA. 

P. The outside termination date under both the Existing ABL Forbearance Agreement and 
the Existing Forbearance Agreement, each as amended, is January 20, 2017 (the 
"Termination Date"). 

Q. The ABL Agent and the ABL lenders have agreed to amend and restate the Existing ABL 
Forbearance Agreement (as amended and restated, the "ABL Forbearance Agreement") 
to, among other things, amend the Termination Date. 

R. The Administrative Agent and the Lenders also wish to amend and restate the Existing 
Forbearance Agreement on the terms set out herein to amend the Termination Date, to 
among other things (i) permit the completion of the JNY CCAA Proceedings and the 
wind-down of the Guarantor's business, and (ii) allow for the commencement and 
existence of tiie GFI CCAA Proceedings. 

THEREFORE, the Parties agree as follows: 

ARTICLE I 
INTERPRETATION 

1.1 Definitions 

Each capitalized term used and not otherwise defined in this Agreement will have the 
meaning assigned to it in the Existing Credit Agreement and the Intercreditor Agreement, 
as applicable. 

1.2 Other Definitions 

In this Agreement the following terms have the following meanings: 

1.2.1 "ABL Forbearance Agreement" is defined under "Context" above. 
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1.2.2 "Additional Default" means: (1) a default or failure by the Borrower to comply with any 
of the terms, covenants or conditions under this Agreement, or (ii) a Default or an Event 
of Default of the Borrower (other than the Existing Defaults) under the Credit Agreement 
or any other Loan Document prior to or on or after the date of this Agreement. 

1.2.3 "Agreement" means this agreement, including all Schedules and Exhibits, as it may be 
modified, amended, revised, restated, replaced, supplemented or otherwise changed from 
time to time and at any time hereafter, in writing, by the Parties. 

1.2.4 "Anticipated Defaults" means any Events of Default arising or caused solely as a result 
of (i) the commencement or continuation of the GFI CCAA Proceedings or any 
acknowledgement of insolvency made in connection therewith, (ii) a sale and/or the 
orderly liquidation of the Borrower's assets and undertaking, the closing of the stores and 
the orderly distribution of the proceeds thereof, pursuant to and resulting fi-om the SISP, 
the Consulting Agreement or the Stalking Horse APA, or (iii) a bankruptcy of the 
Guarantor with the consent of the Administrative Agent, such consent not to be 
unreasonably withheld 

1.2.5 "Approved Cash Flow" means the rolling 13-week period detailed cash flow forecast of 
the Borrower as attached as Schedule 2 hereto, as such cash flow may be amended, 
supplemented or replaced from time to time and at any time in accordance with the 
provisions of this Agreement and the DIP Agreement and in form and substance 
acceptable to the Administrative Agent and the Majority Lenders, acting reasonably. 

1.2.6 "BIA" means the Bankriiplcy and Insolvency Act (Canada). 

1.2.7 "Cash Flow Variance Report" is defined under Section 4.1.8. 

1.2.8. "CCAA" is defined under "Context" above. 

1.2.9 "CCAA Court" is defined under "Context" above. 

1.2.10 "Claims" and "Claim" are defined in Section 8,3.1. 

1.2.11 "Communication" means any notice, demand, request, consent, approval or other 
communication, which is required or permitted by tliis Agreement to be given or made by 
a Party. 

1.2.12 "Consultanf is defmed in Section 2.3.7. 

1.2.13 "Consulting Agreement" means that certain consulting agreement to be entered into by 
the Borrower and a joint venture composed of Gordon Brothers Canada ULC and 
Merchant Retail Solutions ULC providing for the conduct of a liquidation or stores 
closing sale and other matters contemplated therein, approved by an Order of the CCAA 
Court. 

1.2.14 "Court Order" means an order ofthe CCAA Court. 
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1.2.15 "Credit Agreement" means the Existing Credit Agreement as modified and amended by 
this Agreement and as may be further modified, amended, revised, restated, replaced, 
supplemented or otherwise changed from time to time and at any time hereafter, in 
writing, by the Parties. 

1.2.16 "DIP Agreement" is defined under "Context" above. 

1.2.17 "DIP Credit Documents" is defined in the DIP Agreement. 

1.2.18 "DIP Facility" is defined in the DIP Agreement. 

1.2.19 "Existing ABL Forbearance Agreement" is defined under "Context" above. 

1.2.20 "Existing Credit Agreement" is defined under "Context" above. 

1.2.21 "Existing Defaults" means the Defaults or Events of Default under the Existing Credit 
Agreement as specified in Schedule 3 attached hereto, and the Anticipated Defaults. 

1.2.22 "Existing Forbearance Agreement" is defined under "Context" above, 

1.2.23 "Existing Indebtedness" means the outstanding Obligations existing as at the date 
hereof as more particularly described in Section 2.1. 

1.2.24 "Existing Security" is defined in Section 2.4. 

1.2.25 "Extension Date" is defined in Section 3.1.1.1. 

1.2.26 "First Forbearance Amendment" is defined under "Context" above, 

1.2.27 "Fletcher Claim" means the claim of 9148655 Canada Inc. as evidenced by the 
statement of claim dated May 27,2016 and having Court File No. CV-16-553615, 

1.2.28 "Forbearance Agreemenf means the Existing Forbearance Agreement as amended and 
restated by this Agreement and as may be further modified, amended, revised, restated, 
replaced, supplemented or otherwise changed from time to time and at any time hereafter, 
in writing, by the Parties. 

1.2.29 "Forbearance Period" is defined in Section 3.1.1. 

1.2.30 "Fourth Forbearance Amendment" is defined under "Context" above. 

1.2.31 "GFICCAA Proceedings" is defined under "Context" above. 

1.2.32 "GFI Initial Order" is defined in the "Context" above. 

1.2.33 "JNY CCAA Proceedings" is defined under "Context" above. 

1.2.34 "JNY Initial Order" is defined in the "Context" above. 

1.2.35 "JNY Liquidation" is defined in the "Context" above. 
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1.2.36 "Loan Documents" has the meaning given thereto in the Existing Credit Agreement and 
includes, without limitation, this Agreement. 

1.2.37 "Majority Lenders" means, at any time, the Lenders whose outstanding commitments 
represent more than 50% of the sum of the total Advance. 

1.2.38 "Monitor" is defined in Section 2.3.8. 

1.2.39 "Obligors" or "Obligor" means the Borrower and the Guarantor or either of them. 

1.2.40 "Original Credit Agreement" is defined under "Context" above. 

1.2.41 "Parties" means, collectively, the Borrower, the Guarantor, the Administrative Agent 
and the Lenders; and "Parly" means any one of them. 

1.2.42 "Purchaser" is defined under "Context" above. 

1.2.43 "Releasees" and "Releasee" are defined in Section 8.3.1. 

1.2.44 "Second Amended and Restated Credit Agreement" Is defined under "Context" 
above. 

1.2.45 "Second Forbearance Amendment" is defined under "Context" above. 

1.2.46 "SISP" is defined under "Context" above. 

1.2.47 "Specified Priority Payables" means HST, sales Tax and any amount payable or 
accrued by the Borrower which is secured by a Lien which ranks or is capable of ranking 
prior to or pari passu with the Liens created in connection with the Existing Indebtedness, 

• (other than the Permitted Encumbrances and the Administration Charge (each as defined 
in the Stalking Horse APA)) including amounts accrued or owing for wages, vacation 
pay, termination pay (only where it is a priority payable), employee deductions, or Taxes, 
and other statutory or other claims that have or may have priority over, or rank pari passu 
with, the Liens created in connection with the Existing Indebtedness. 

1.2.48 "Stalking Horse APA" is defined under "Context" above. 

1.2.49 "Stalking Horse and SISP Order" is defined under Section 3.1.2. 

1.2.50 "Successful Bid" is defined in the SISP. 

1.2.51 "Terminating Event" is defined in Section 6.5. 

1.2.52 "Third Amended and Restated Credit Agreement" is defined under "Context" above. 

1.2.53 "Third Forbearance Amendment" is defined under "Context" above. 

1.2.54 "Updated Cash Flow" is defined under Section 4.1.8. 
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1.3 Entire Agreement 

This Agreement, together with the Existing Credit Agreement and the other Loan 
Documents and the other agreements and documents to be delivered under this 
Agreement, constitute the entire agreement between the Parties pertaining to the subject 
matter of this Agreement and supersedes all prior agreements, understandings, 
negotiations and discussions, whether oral or written, of the Parties, and there are no 
representations, warranties or other agreements between the Parties in connection with 
the subject matter of this Agreement except as specifically set out in this Agreement, the 
Existing Credit Agreement, the other Loan Documents or the other agreements and 
documents delivered under this Agreement. 

1.4 Amendment and Restatement 

This Agreement is and shall for all purposes be an amendment and restatement of the 
provisions of the Existing Forbearance Agreement, as amended by the First Forbearance 
Amendment, the Second Forbearance Amendment, the Third Forbearance Amendment 
and the Fourth Forbearance Amendment. This Agreement supersedes the Existing 
Forbearance Agreement, as amended, insofar as it, together with the Existing Credit 
Agreement, constitutes the entire agreement between the parties concerning the subject 
matter of this Agreement. 

1.5 Business Day 

Whenever any payment to be made or action to be taken under this Agreement is required 
to be made or taken on a day other than a Business Day, the payment is to be made or 
action taken on the next Business Day following. 

1.6 Certain Rules of Interpretation 

1.6.1 In this Agi-eement, words signifying the singular number include the plural and vice 
versa, and words signifying gender include all genders. Every use of the word 
"including" in this Agreement is to be construed, as meaning "including, without 
limitation". 

1.6.2 The division of this Agreement into Articles and Sections, the insertion of headings and 
the provision of a table of contents are for convenience of reference only and do not 
affect the construction or interpretation of this Agreement. 

1.6.3 References in this Agreement to an Article, Section, Schedule or Exhibit are to be 
construed as references to an Article, Section, Schedule or Exhibit of or to this 
Agreement unless the context requires otherwise. 

1.6.4 Unless otherwise specified in this Agreement, time periods within which or following 
which any payment Is to be made or act is to be done will be calculated by excluding the 
day on which the period commences and including the day on which the period ends. If 
the last day of a time period is not a Business Day, the time period will end on the next 
Business Day. 
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1.6.5 Unless otherwise specified, any reference in this Agreement to any (a) statute includes ail 
regulations made under that statute, and is to be construed as a reference to that statute as 
amended, supplemented or replaced from time to time, and (b) to any agreement means 
such agreement as amended, supplemented, restated, or replaced subject to compliance 
with any restrictions thereon in the Loan Documents. 

1.6.6 Unless othenvise specified, the word "dollar" and the "$" sign refer to Canadian 
currency, and all amounts to be advanced, paid, tendered or calculated under this 
Agreement are to be advanced, paid, tendered or calculated in Canadian currency. 

1.7 Schedules and Exhibits 

The following is a list of the Schedules and Exhibits attached hereto: 

Schedule Subject Matter Section Reference 

Schedule 1 Form of ABL Forbearance Agreement 1.2.1 

Schedule 2 Approved Cash Flow 1.2.5 

Schedule 3 Existing Defaults 1.2.21 

Schedule 4 ABL Obligations 2.3.15 

Schedule 5 Existing Security 1.2.24 

Schedule 6 Minimum Receipt and Maximum 
Covenant Levels 

Disbursement 6.5.2 

ARTICLE! 
ACKNOWLEDGMENT 

2.1 Acknowledgement of Obligations 

Each Obligor confirms, acknowledges and agrees that the principal amount of the 
Existing Indebtedness as at January 20, 2017 is in the aggregate amount of 
$39,121,915.35 plus accrued interest, fees and expenses and other amounts payable under 
the Loan Documents. 

2.2 Continuing Effect of Amendments 

The Parties hereto each acknowledge, confirm and agree that the Existing Credit 
Agreement remains in full force and effect as at the date hereof, except as specifically 
amended by this Agreement. The Existing Credit Agreement shall henceforth be read 
and construed in conjunction with this Agreement. 
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2.3 Other Confirmations and Acknowledgements 

Each Obligor confirms, acknowledges and agrees that: 

2.3.1 each of the recitals in the "Context" is ti-ue and correct; 

2.3.2 subject to Section 3.1 of this Agreement, all of the Existing Indebtedness is now payable 
upon demand by the Administrative Agent and that the Administrative Agent has the 
presently exercisable riglit to demand immediate payment from the Obligors of the 
outstanding Obligations under tlie Existing Credit Agreement; 

2.3.3 the Existing Defaults (other than the Anticipated Defaults) have occurred and are 
continuing and, as of the date of this Agreement, no Default or Event of Default, other 
than the Existing Defaults (other than the Anticipated Defaults), exists under the Existing 
Credit Agreement or any other Loan Documents; 

2.3.4 the Administrative Agent and the Lenders have not waived the Existing Defaults and 
nothing contained in this Agreement or the transactions contemplated by this Agreement 
will be deemed to constitute any such waiver; 

2.3.5 interest and fees continue to accrue on the Existing Indebtedness under the Existing 
Credit Agreement and the other Loan Documents in accordance with the Existing Credit 
Agreement and the other Loan Documents and, subject to Section 3.3.1 of this 
Agreement, at the rates applicable to the Existing Indebtedness, which includes, without 
limitation, the interest accruing and payable under Section 2.15 of the Existing Credit 
Agreement; 

2.3.6 each Obligor consents to tiie immediate enforcement of all or any part of the rights and 
remedies accorded to the Administrative Agent and the Lenders under tlie Existing Credit 
Agreement and the other Loan Documents and Applicable Law in any manner 
determined by the Administrative Agent and the Lenders (including, without limitation, 
the immediate appointment of a receiver. Interim receiver or receiver and manager) upon 
the expiry of the Forbearance Period, subject to the Intercreditor Agreement; 

2.3.7 Richter Consulting Canada Inc. has been retained by, or on behalf of, the Borrower, and 
has been appointed as the financial consultant (the "Consultant") to the Borrower in 
respect of, inter alia, this Agreement, the Credit Agreement, the other Loan Documents 
and the outstanding Obligations and the Administrative Agent is entitled to appoint any 
other consultants, as the Administrative Agent may require at the cost of the Obligors; 

2.3.8 Richler Advisory Group Inc. (the "Monitor") is the proposed monitor under the GFI 
Initial Order in the GFI CCAA Proceedings and has consented to act in such capacity; 

2.3.9 each Obligor will grant all access and provide, on two Business Days' notice and during 
normal business hours, all information and documentation to, and cause management 
thereof to otherwise flilly cooperate with the Administrative Agent and the Lenders, and 
pay all reasonable fees and disbursements of each consultant appointed by the 
Administrative Agent as the Administrative Agent may require, and pay, in accordance 
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with the Approved Cash Flow, as the case may be, all reasonable fees and disbursements 
of the Monitor and the Monitor's counsel. The Borrower will also cause the Monitor to 
grant full access and provide all information and documentation to, and to otherwise co­
operate fully with, the Administrative Agent and the Lenders; 

2.3.10 the Borrower has made all deductions and paid its obligations for Priority Payables (as 
defined in the Existing Credit Agreement) as required by Applicable Law and is not in 
arrears in respect of these obligations; 

2.3.11 the Administrative Agent has and will continue to have valid, enforceable and perfected 
first (in the case of Term Priority Collateral) or second (in the case of ABL Priority 
Collateral) ranking Liens, subject to Permitted Encumbrances, over and in respect of the 
Collateral granted to or held by the Administrative Agent from time to time as continuing 
and collateral security for the payment and performance of the Obligations and all other 
amounts owing from time to time under this Agreement, the Credit Agreement and the 
other Loan Documents, subject to any court-ordered charge(s) approved by the 
Administrative Agent and the Majority Lenders and granted by the CCAA Court in the 
GFI CCAA Proceedings or JNY CCAA Proceedings, which may have priority over such 
Administrative Agent's Liens, including, in the case of the GFI CCAA Proceedings the 
Administration Charge, the ABL Lender's DIP Charge (solely in respect of ABL Priority 
Collateral) and Liens granted to the ABL Secured Parties (solely in respect of ABL 
Priority Collateral) and the Term DIP Lender's Charge each as defined in the GFI Initial 
Order; 

2.3.12 the Existing Credit Agreement, the other Loan Documents to which each Obligor is a 
party and this Agreement are in full force and effect and cojistitute legal, valid and 
binding obligations of each Obligor, enforceable against each such Obligor in accordance 
with their respective terms; 

2.3.13 the Obligors do not have any valid claim for set-off, counter-claim, damages or other 
defence on any basis whatsoever against the Administrative Agent and the Lenders and if 
there are any such claims, then each Obligor hereby expressly waives and releases them 
to the fullest extent permitted under Applicable Law; 

2.3.14 the Administrative Agent and the Lenders are and will be entitled to the rights, remedies 
and benefits provided for in this Agreement, the Credit Agi'eement and the other Loan 
Documents subject to Applicable Law; 

2.3.15 the ABL Obligations owing by the Obligors is as set out in Schedule 4 attached hereto; 

2.3.16 the Approved Cash Flow existing as at the date hereof covers the period from January 21, 
2017 to May 28, 2017 and shall be the Approved Cash Flow referred to in, attached as 
Schedule "C" to, the DIP Agreement; and 

2.3.17 this Agreement constitutes a Loan Document for all purposes of the Existing Credit 
Agreement and the other Loan Documents. 
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2.4 Security 

The Obligors acbiowledge and agree that the Security Documents delivered to, and Liens 
granted therein to, the Administrative Agent (including, without limitation, each 
Guarantee delivered by each such Obligor) as listed in Schedules attached hereto 
(collectively, the "Existing Security") shall stand as security for the payment and 
performance of each and every one of the Obligors' obligations and indebtedness to the 
Administrative Agent and the Lenders including without limitation, the obligations under 
this Agreement and, in the case of the Borrower, subject to the CCAA Court issuing the 
GFl Initial Order, its obligations and indebtedness under the DIP Credit Documents. 

ARTICLE 3 
FORBEARANCE IN RESPECT OF CERTAIN EVENTS OF DEFAULT 

3.1 Forbearance 

3.1.1 In reliance upon the acknowledgments, confirmations, representations, warranties and 
covenants of the Obligors contained in this Agreement, and subject to the terms and 
conditions of this Agreement and any documents or instruments executed in connection 
with this Agreement, the Administrative Agent and the Lenders agree to forbear from 
exercising their rights and remedies under the Existing Credit Agreement and the other 
Loan Documents and/or Applicable Law in respect of or arising out of or relating to the 
Existing Defaults, subject to the conditions, amendments and modifications contained in 
this Agreement, during the period (the "Forbearance Period") commencing on the date 
of this Agreement and ending on the earlier of: 

3.1.1.1 subject to Section 3.1.2 and Section 3.1.3, the earlier of (a) January 30, 2017, 
or (b) the date upon which the Borrower obtains the GFI Initial Order, in form 
and substance satisfactory to the Majority Lenders and Administrative Agent 
(such date being, the "Extension Date"); and 

3.1.1.2 the occurrence or existence of any Terminating Event. 

3.1.2 Subject to Section 3.1.3, if the Borrower obtains the Initial Order on or before January 
30, 2017 and the GFI Initial Order is not under appeal (other than an appeal that is 
frivolous and is being diligently contested by the Borrower), the Extension Date shall be 
the earlier of (a) February 7, 2017, or (b) the date the Borrower obtains an order of the 
CCAA Court (the "Stalling Horse and SISP Order"), among other things, 
(i) authorizing the Borrower to enter into the Stalking Horse APA, (ii) approving the 
SISP, and (iii) approving the Stalking Horse APA for the purpose of being the stalking 
horse bid under the SISP, in foim and substance satisfectory to the Majority Lenders and 
Administrative Agent 

3.1.3 If the Borrower obtains the Stalking Horse and SISP Order on or before February 7, 
2017, and such Order is not under appeal (other than an appeal that is frivolous and is 
being diligently contested by the Borrower), the Extension Date shall be June 15, 2017. 
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3.1.4 On the last day of the Forbearance Period, the obligation of the Administrative Agent and 
the Lenders under Section 3.1.1 to forbear will automatically and without further action 
terminate and be of no further force or effect, it being expressly agreed that the effect of 
that termination will be to permit the Administrative Agent and the Lenders to 
immediately, but subject to the Intercreditor Agreement, exercise all or any part of their 
rights and remedies under this Agreement, the Credit Agreement, the other Loan 
Documents and Applicable Law (whether against all or any combination of the Obligors), 
including without limitation: 

3.1.4.1 to set-off or consolidate or to accelerate or demand immediate payment of all 
of the Obligations or give other notices and, subject to providing five Business 
Days prior written notice, and enforce all of the Administrative Agent's and 
the Lenders' rights and remedies under this Agreement, the Credit Agreement, 
the other- Loan Documents and Applicable Law, in each case without any 
further notice, passage of time or forbearance of any kind; and 

3.1.4.2 subject to providing five Business Days prior written notice, to appoint a 
receiver, Interim receiver or receiver and manager or trustee in bankruptcy of 
any of the Obligors pursuant to this Agreement, the Credit Agreement, the 
other Loan Documents or Applicable Law (or apply to a court of competent 
jurisdiction to do so). 

3.2 No Other Waivers; Reservation of Rights 

The Administrative Agent and the Lenders have not waived, and are not by this 
Agreement or the implementation of this Agreement waiving, any Existing Default or 
any Additional Default (whether the same or similar to the Existing Defaults or 
otherwise), and the Administrative Agent and the Lenders have not agreed to forbear with 

• respect to any of their rights or remedies concerning any Additional Default (whether the 
same or similar to the Existing Defaults or otherwise) which may have occurred prior to 
or be continuing as of the date of tliis Agreement or which may occur or be continuing 
after the date of this Agreement The Administrative Agent and the Lenders have not 
waived any of such rights or remedies, and nothing in this Agreement, and no delay on 
their part in exercising any such rights or remedies, should be construed as a waiver of 
those rights or remedies. 

3.3 Fees, Interest and Other Amounts 

3.3.1 Notwithstanding Section 2.3.5 or any other provision of this Agreement or any provision 
within the Existing Credit Agreement or any other Loan Document, interest that is 
capitalized in accordance with Section 2.10(b) of the Existing Credit Agreement, as 
amended herein, shall bear interest fi'om and after June 6, 2016 at the interest rate of 17% 
per annum. 
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ARTICLE 4 
OBLIGATIONS OF THE OBLIGORS DURING FORBEARANCE PERIOD 

4.1 Covenants of the Obligors 

During the Forbearance Period, the Borrower covenants and agrees as follows: 

4.1.1 Subject to the provisions of any Court Order (including the OFT Initial Order) in each 
case that are not otherwise inconsistent with the terms of this Agreement and subject to 
the Stalking Horse APA, in all material respects, preserve current relations with, and the 
current goodwill of, customers, suppliers, employees, landlords, other stakeholders, any 
Governmental Authority and all other Persons having material business relationships with 
the Borrower; 

4.1.2 to strictly adhere to all the terms, conditions and covenants of this Agreement, the Credit 
Agreement and the other Loan Documents and, subject to the CCAA Court issuing the 
GFI Initial Order, the DIP Credit Documents including, without limitation, terms 
requiring prompt payment to the Administrative Agent and the Lenders of principal and 
interest amounts when due, except to the extent that those terms, conditions and 
covenants are otherwise specifically amended by this Agreement, or modified and agreed 
to in writing by the parties to such agreement and acknowledged and approved in writing 
by the Administrative Agent; 

4.1.3 the Borrower will obtain the prior written consent of the Majority Lenders prior to 
disseminating general written communications to any customer, supplier or employee 
group, landlords and other stakeholders in respect of the Stalking Horse APA or the 
CCAA Proceeding; 

4.1.4 notwithstanding anything to the contrary contained in this Agi-eement, the Credit 
Agreement or any other Loan Document and without the prior written consent of the 
Majority Lenders: 

4.1.4.1 except for a sale pursuant to a Successful Bid, the Consulting Agreement or 
the Stalking Horse APA, the Borrower will not sell, assign, lease, convey or 
otherwise dispose of all or any part of its property, assets or undertaking, 
except for the sales of Inventory in the ordinary course of the Borrower's 
business, or enter into any agreement to do so; 

4.1.4.2 make any payments outside the ordinary course of the Borrower's business, 
subject to the obligation to comply with the Approved Cash Flow in all 
material respects; 

4.1.4.3 notwithstanding the GFI Initial Order, disclaim any contract that is material to 
the Borrower's business except as otherwise contemplated or required under 
the Consulting Agreement or the Stalking Horse APA and approved by the 
Monitor; 
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4.1.4.4 notwithstanding the GFI Initial Order, amend or renew, extend the term, 
disclaim or accept the surrender of any real property lease except as otherwise 
contemplated or required under the Consulting Agi-eement or the Stalking 
Horse APA and approved by the Monitor; 

4.1.4.5 except as otherwise contemplated in the GFI Initial Order or any other Court 
Order, establish or make any retention or bonus payments or amend the terms 
of the KERP (as defined in the GFI Initial Order);. 

4.1.5 the Borrower will forthwith provide to the Administrative Agent (at the cost of the 
Borrower): 

4.1.5.1 Deliver to the Agent: (i) within one Business Day of delivery thereof to the 
Monitor, copies of all daily sales and margin reports, monthly internal 
financial statements, liquidity and updates to the Approved Cash Flow that are 
reported weekly, together with any related or supporting information, 
provided to the Monitor; (ii) within one Business Day of receipt from the 
Monitor, any final, written reports, commentary or analysis received by the 
Borrower from the Monitor regarding the financial position of the Borrower 
or otherwise; and (iii) concurrent with the delivery of each weekly update to 
the Approved Cash Flow a report of invoiced and estimated accrued amounts 
owing to professionals who have the benefit of the Administration Charge (as 
defined in the GFI Initial Order); 

4.1.5.2 drafts of any Court Orders which are being sought by the Borrower to be 
confirmed in advance to be satisfactory to the Majority Lenders and the 
Administrative Agent, acting reasonably, subject to any amendments that are 
required by the Court or the Borrower that are acceptable to the Majority 
Lenders and the Administrative Agent, acting reasonably; 

4.1.5.3 for the period from the date of this Agreement until the GFI Initial Order has 
been issued by the CCAA Court, the following reporting information certified 
by the respective Chief Financial Officer (unless otherwise specified) of the 
Borrower and in form and detail satisfactory to the Administrative Agent: 

4.1.5.3.1 promptly after the Borrower learns of the receipt or occurrence 
thereof, a certificate of the Borrower, signed by a senior officer of the 
Borrower, specifying: 

(a) notice of the institution of or any material adverse development 
in any action, suit or proceeding or any governmental 
investigation or any arbitration before any court or arbitrator or 
any Governmental Authority or official against the Borrower 
which could reasonably be expected to have a Material 
Adverse Effect; 

(b) any official notice of any violation, possible violation, non­
compliance or possible non-compliance, or claim made by any 
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Governmental Authority or licensor pertaining to all or any 
part of the properties or Intellectual Property Rights of the 
Borrower which could reasonably be expected to have a 
Material Adverse Effect; 

(c) except for the Existing Defaults, any event which constitutes a 
Default or Event of Default, together with a detailed statement 
specifying the nature thereof and the steps being taken to cure 
such Default or Event of Default; 

(d) the receipt of any notice from, or the taking of any other action 
by, the holder of any promissoi7 note, debenture or other 
evidence of Indebtedness of the Borrower with respect to an 
actual or alleged default, together with a detailed statement 
specifying the notice given or other action taken by such holder 
and the nature of the claimed default and what action the 
Borrower is taking or proposes to take with respect thereto; and 

(e) any other event, development or condition which could 
reasonably be expected to have a Material Adverse Effect; 

4.1.5.3.2 promptly, after receipt by the Boirower, a copy of any notice received 
by the Borrower in which any creditor, landlord, licensor or other third 
party delivers a notice of defect, default, demand, acceleration or 
enforcement in respect of any obligation of the Borrower; and 

4.1.5.3.3 promptly, all other reports and information required to be provided 
under this Agreement, the Credit Agreement or any other Loan 
Document or as may be otherwise reasonably required by the 
Administrative Agent from time to time. 

4.1.6 Security: The Borrower will from time to time execute and deliver additional security 
documents and such supplements, amendments or additions as may be requested by the 
Administrative Agent to any of the existing Liens held by the Administrative Agent 
(together with supporting resolutions, certificates and other documentation as may be 
reasonably required) in order to better effect the intent of this Agreement, the Credit 
Agreement and the other Loan Documents. 

4.1.7 Further Assurances: The Borrower will provide any further or additional documents, 
whether provided for in this Agreement, the Credit Agreement, any other Loan 
Documents and subject to the CCAA Court issuing the GFI Initial Order, the DIP Credit 
Documents or otherwise, that the Administrative Agent may require to ensure that the 
Administrative Agent has and continues to have full and complete Guarantees from each 
Obligor, a first ranking Lien on Term Priority Collateral and a second ranking Lien on 
ABL Priority Collateral, subject to Permitted Encumbrances and the Administration 
Charge, the ABL Lender's DIP Charge (solely in respect of ABL Priority Collateral) and 
Liens granted to the ABL Secured Parties (solely in respect of ABL Priority Collateral) 
and the Term DIP Lender's Charge each as defined in the GFI Initial Order, (including all 
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amendments or supplements to any of this Agreement, the Credit Agi'eement or any other 
Loan Document (including all Security Documents) and all additional or supplemental 
debentures, hypothecs, mortgages, charges, assignments, pledges and/or other security 
deemed necessai7 or desirable by the Administrative Agent). 

4.1.8 Approved Cash Flow: On Thursday of each week, the Borrower, with the assistance of 
the Monitor, shall provide the Administrative Agent with a variance report (the "Cash 
Flow Variance Report") certified by the Chief Financial Officer of the Borrower 
showing on a line-by-line basis actual receipts and disbursements and the total available 
liquidity for the last day of the prior week for the cumulative period since the 
commencement of tlie GFI CCAA Proceeding and for a rolling cumulative four-week 
period once the GFÏ CCAA Proceeding have been pending for four weeks and noting 
therein all variances on a line-by-line basis from the amounts in the Approved Cash Flow 
and shall include explanations for all material variances. The first Cash Flow Variance 
Report shall be delivered on February 16, 2017. The Borrower, with the assistance of the 
Monitor, may from time to time present the Administrative Agent with a revised 13-week 
detailed budget substantially in the form of the current Approved Cash Flow (the 
"Updated Cash Flow"). The Majority Lenders may agree to substitute the revised cash 
flow for the then current Approved Cash Flow, in which case the Updated Cash Flow 
shall thereafter be deemed to be the effective Approved Cash Flow for the purposes 
hereof. 

4.1.9 Sale or Investment Solicitation Process: The Borrower agrees, subject to CCAA Court 
approval thereof, to undertake and comply with the SISP and agrees that the Stalking 
Horse and SISP Order must be in form and substance sati.sfactory to the Majority Lenders 
and the Administrative Agent, acting reasonably. 

4.1.10 Consulting Agreement: The Consulting Agreement shall be in form and substance 
satisfactory to the Majority Lenders and the Agent, acting reasonably and the Borrower 
shall not amend the Consulting Agreement or enforce or decline to enforce its rights and 
remedies under the Consulting Agreement, without the prior written consent of the 
Majority Lenders. 

4.2 Covenants in the Existing Credit Agreement and the other Loan Documents 

Except as expressly modified in this Agreement by specific reference, all of the 
covenants in this Agreement are in addition to and not in substitution for the covenants of 
the Obligors in the Existing Credit Agreement and the other Loan Documents or the DP 
Credit Documents. 

ARTICLE 5 
AMENDMENTS TO EXISTING CREDIT AGREEMENT 

5.1 Amendments to Existing Credit Agreement 

5.1.1 On the Effective Date, 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: 
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""Maturity Bate" means June 15, 2017"; and 

5,1.1.1 Section 2.10(fa) of the Existing Credit Agreement shall be deleted in its 
entirety and replaced by the following: 

"" (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 date thereof) and divided by 360. From April 30, 
2016 to the earlier of the Maturity Date and the date of the occurrence of a 
Terminating Event, interest due and owing on the Interest Payment Date at the 
end of each Interest Period will, unless the Borrower elects to pay it in cash, 
be capitalized and added to principal on the applicable Interest Payment Date 
to the amounts owing under this Agreement in lieu of being paid by the 
Borrower in cash. The 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 at the Interest Rate plus 2% until paid in full 
to the Lenders. Notwithstanding the foregoing, the Borrower shall be entitled 
to notify the Administrative Agent prior to the expiry of an Interest Period that 
the interest due and owing on the Interest Payment Date for such Interest 
Period will, instead of being capitalized, be paid, in whole or in part, in cash 
by delivering to the Administrative Agent a cash interest notice, and upon 
delivery of such notice, such interest shall be due and owing in cash. Any 
interest occumng from and after the date of the occurrence of a Terminating 
Event shall be payable in cash in Canadian Dollars on demand." 

ARTICLE 6 
REPRESENTATIONS, WARRANTIES AND COVENANTS 

Each of the Obligors represents, warrants and covenants with and to the Administrative Agent 
and the Lenders as follows: 

6.1 Representations in Loan Documents 

Except for any representation and warranty set out in any of the Loan Documents relating 
to the non-existence of an Existing Default, or stated to be made as at a particular date, 
each of the representations and warranties made by or on behalf of the Borrower to the 
Administrative Agent and the Lenders in the Existing Credit Agreement or any of the 
other Loan Documents is, in all material respects, true and correct on the date of this 
Agreement. 

6.2 Full Effect of Documents 

This Agreement, the Existing Credit Agreement and the other Loan Documents are in full 
force and effect, except as modified by this Agreement. 
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6.3 No Conflict 

The execution and delivery and performance of this Agreement by each Obligor will not 
violate any requirement of Applicable Law or any Material Contract of the Borrower, and 
will not result in, or require, the creation or imposition of any Lien on any of its 
properties or revenues except as expressly contemplated herein. 

6.4 The Administrative Agent May Pursue Rights and Remedies 

Nothing in this Agreement will prejudice the Administrative Agent and the Lenders' 
rights to pursue any of their rights or remedies including, without limitation, subject to 
the Intercreditor Agreement, from enforcing their rights under any of this Agreement, the 
Existing Credit Agreement or any of the other Loan Documents or under Applicable Law 
following the expiry or termination of the Forbearance Period. 

6.5 Terminating Events 

Other than as provided in this Agreement or as may otherwise be consented to in writing 
by the Administrative Agent, the occurrence of any of the following events (other than 
any such event that constitutes or gives rise to an Existing Default) will constitute a 
"Terminating Event" under this Agreement if such event is not cured within two 
Business Days of the Borrower receiving notice of the Terminating Event (to the extent 
such Terminating Event is capable of being cured): 

6.5.1 if any Additional Default occurs; 

6.5.2 if, on a cumulative basis tested weekly, in any given week, the actual Receipts (as 
described in the Approved Cash Flow) of the Borrower ai*e less than their respective 
Minimum Cumulative Receipts amounts as shown on Schedule 6 hereto, or the aggregate 

' amount of the actual Operating Disbursements and Non-Operating Disbursements (each 
as described in the Approved Cash Flow) of the Borrower are greater than their 
Maximum Cumulative Disbursements in amounts as shown on Schedule 6 hereto 

6.5.3 if any Terminating Event (as defined in the ABL Forbearance Agreement as it exists as at 
the date of this Agreement) occurs; 

6.5.4 if any Event of Default (as defined in the DIP Agreement) occurs, unless the Agent, the 
Lender and the Term Lenders mutually agree to waive such Event of Default; 

6.5.5 if (a) the Borrower creates, incurs, assumes or permits to exist any Lien on any of its 
Property, undertaking or assets now owned or hereafter acquired, or (b) the CCAA Court 
makes any order declaring that all or part of the Borrower's Property is subject to a Lien 
in favour of any party other than the Administrative Agent and such court ordered charge 
purports to rank in any manner whatsoever in priority to any claim of the Administrative 
Agent under its Liens in the Security Documents, other than Permitted Encumbrances 
and any court-ordered charge(s) approved by the Majority Lenders and granted by the 
CCAA Court in the GFI CCAA Proceedings. 
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6.5.6 if any representation, warranty or other statement made or deemed to be made by the 
Borrower in this Agreement, the Credit Agi*eement or any of the other Loan Documents 
or in any of the documents or instruments to be delivered to the Administrative Agent 
and the Lenders as contemplated by this Agreement is untrue in any material respect; 

6.5.7 if, other than the GFI CCAA Proceedings, any action is taken by or against or consented 
to by the Borrower to institute proceedings to be liquidated, adjudicated a bankrupt or 
insolvent or consent to the institution of liquidation, bankruptcy, insolvency or similar 
proceedings against the Borrower, or file a petition (or similar action or proceeding) or 
consent seeking reorganization, arrangement, or relief from creditors, or take or 
commence any other steps or proceedings under any one or more of the applicable 
insolvency, liquidation, bankruptcy or analogous statutes or laws unless, in the case of 
any action taken against the Borrower in connection with any of the foregoing, such 
petition, application or proceeding is contested by the Borrower and is dismissed or 
stayed within 10 Business Days after the institution thereof (and in the case of a stay, 
such stay is continuing); 

6.5.8 if any of the Obligors contests or denies in any manner the legality, validity, binding 
nature or enforceability of this Agreement, the Existing Credit Agreement, any of the 
other Loan Documents or, to the extent that the CCAA Court has issued the GFI Initial 
Order, the DIP Credit Documents, or any liabilities and obligations to the Administrative 
Agent or the Lenders under or relating to this Agreement, the Existing Credit Agreement, 
any of the other Loan Documents or, to the extent that the CCAA Court has issued the 
GFI Initial Order, the DIP Credit Documents; 

6.5.9 if any step is taken or event occurs that would materially prejudice or jeopardize the 
Administrative Agent's or the Lenders' priority rights with respect to the Term Priority 
Collateral or the ABL Priority Collateral under this Agreement, the Credit Agreement, 
the other Loan Documents or, to the extent that the CCAA Court has issued the GFf 
Initial Order, the DIP Credit Documents. 

Upon the occurrence of a Terminating Event, tlie Forbearance Period will automatically 
terminate without requirement for any notice to any Obligor or any other action whatsoever by 
the Administrative Agent, subject to Applicable Law. 

ARTICLE 7 
CONDITIONS PRECEDENT TO THIS AGREEMENT 

7.1 Conditions Precedent 

7.1.1 The forbearance and other accommodations granted by the Administrative Agent and the 
Lenders hereunder shall only be granted by the Administrative Agent and the Lenders if 
the following conditions precedent (the "Conditions Precedent") have been complied 
with in a manner satisfactory to the Administrative Agent on or before 3:00 p.m. (EDT) 
on January 25,2017, or such other time or date as specified below: 

7.1.1.1 the Administrative Agent has received a duly authorized, executed and 
delivered PDF copy of this Agreement executed by each of the Obligors and 
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each of the Obligors undertakes to deliver an original executed copy of this 
Agreement to the Administrative Agent as soon as reasonably possible 
thereafter; 

7.1.1.2 the payment of all fees, disbursements and taxes of Administrative Agent's 
legal counsel due and owing to Administrative Agent's legal counsel at such 
time, whether accrued in relation to the matters herein contemplated or 
otherwise in relation to the Existing Credit Agreement pursuant to a delivered 
invoice; 

7.1.1.3 the Administrative Agent shall have confirmed to the Borrower that the 
Approved Cash Flow prepared by the Borrower to be filed with its CCAA 
materials are satisfactory to the Administrative Agent and Majority Lenders; 

7.1.1.4 the Administrative Agent shall have received drafts of the GFl Initial Order, 
the Consulting Agreement, the Stalking Horse and SISP Order and the SISP 
and drafts of ail supporting affidavits and reports to be filed in the GFI CCAA 
Proceedings, the list of creditors and the Approved Cash Flow and such 
materials shall be in form and substance satisfactory to the Majority Lenders 
and the Agent, acting reasonably; 

7.1.1.5 the GFI Initial Order shall be in form and substance satisfactory to the 
Administrative Agent and the Lenders and shall, inter alia, provide that: 

7.1.1.5.1 each of the Administrative Agent and the Lenders shall at all times be 
treated as an "unaffected creditor" in the GFI CCAA Proceedings and 
in any plan of compromise or arrangement filed pursuant thereto 
and/or in any other insolvency, restructuring, reorganization and/or 
arrangement proceeding with respect to the Borrower thereafter 
including, without limitation, proceedings under the CCAA or the BIA 
and any stay of proceedings ordered by the CCAA Court in the GFI 
CCAA Proceedings shall not apply to tlie Administrative Agent and 
the Lenders, provided that if there are funds available under the DIP 
Facility, the Administrative Agent shall, to the extent of the ftinds 
available only, for a period of not less than five Business Days 
following notice of any Terminating Event or Event of Default (as 
defined in the DIP Agreement) continue to fund only the payment of 
50% of the Specified Priority Payables (excluding HST and all sales 
Taxes) (and the ABL Lenders shall also fund 50% of the Specified 
Priority Payables (excluding HST and all sales Taxes)); and 

7.1.1.5.2 except as may be expressly consented to by the Administrative Agent, 
at no time on and at any time after the date of the GFI Initial Order 
shall all or part of the Borrower's property constituting Term Priority 
Collateral or ABL Priority Collateral be the subject of a court ordered 
security or charge in favour of any party where such security or charge 
is purported to rank in any manner whatsoever in priority to or pari 
passu with any claim of the Administrative Agent or the Lenders in 
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respect of the Liens under the Security Documents, other than the 
Administration Charge, the ABL Lender's DIP Charge (solely in 
respect of ABL Priority Collateral) and Liens gi'anted to the ABL 
Secured Parties (solely in respect of ABL Priority Collateral) each as 
defined in the GFI Initial Order. 

7.1.1.6 the Administrative Agent shall have received satisfactory evidence that the 
ABL Agent has agreed to forbear from exercising any rights or remedies 
under the ABL Documents as a result of any default or event of default of the 
Obligors existing thereunder arising from the JNY CCAA Proceedings, tlie 
GFI CCAA Proceedings or otherwise, and delivery of an executed copy of the 
ABL Forbearance Agreement shall be satisfactory evidence thereof as well as 
shall constitute the consent by the Administrative Agent and the Lenders to 
the changes to the ABL Documents and other agreements contemplated 
thereby; and 

7.1.1.7 all other documentation reasonably required by the Administrative Agent and 
its counsel in connection with this Agreement (including, without limitation, 
such further assurances, resolutions, opinions and additional confirmations or 
other agreements relating to the Administrative Agent's Liens), all duly 
authorized, executed and delivered in form and substance satisfactory to the 
Administrative Agent in its sole discretion. 

The Conditions Precedent are for the sole benefit of the Administrative Agent and the Lenders 
and may be waived only by the Administrative Agent in writing. If the conditions precedent are 
not complied with to the satisfaction of the Administrative Agent as provided for above, and the 
Administrative Agent will not waive satisfaction thereof at its sole discretion, then the 
forbearance and other accommodations granted by the Administrative Agent hereunder shall be 
terminated. 

ARTICLE 8 
GENERAL 

8.1 Effect of this Agreement 

Except as modified by this Agreement, no other changes or modifications to the Existing 
Credit Agreement or the other Loan Documents are intended or implied, and in all other 
respects the Existing Credit Agreement and the other Loan Documents are specifically 
acknowledged, ratified and confirmed by the Obligors. 

8.2 Costs and Expenses 

The Obligors hereby absolutely and unconditionally jointly and severally agree to pay to 
and fully Indemnify the Administrative Agent, on demand by the Administrative Agent at 
any time and as often as may be required, whether or not all or any of the transactions 
contemplated by this Agreement are consummated, ail fees and disbursements of the 
Monitor, the Consultant, all counsel to the Administrative Agent, the Servicing Agent, 
the Lenders, any financial advisor retained by the Administrative Agent, the Servicing 
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Agent, the Lenders, all other consultants to and agents of the Administi-ative Agent, the 
Servicing Agent, the Lenders and all other expenses incurred by the Administrative 
Agent, the Servicing Agent, the Lenders in connection with this Agreement, the Existing 
Credit Agreement and the other Loan Documents including without limitation: (a) legal 
expenses in connection with the preparation, negotiation and interpretation of this 
Agreement, the other agreements or documents contemplated by this Agreement, the 
Existing Credit Agreement and the other Loan Documents and the administration of this 
Agreement, the Existing Credit Agreement and the other Loan Documents generally; 
(b) all documented expenses of advisors and consultants to and agents of the 
Administrative Agent, the Servicing Agent, the Lenders (Including legal expenses on a 
full indemnity basis) incurred in connection with the protection and enforcement of this 
Agreement, the Existing Credit Agreement or any of the other Loan Documents or in 
connection with any proceeding in respect of bankruptcy, insolvency, winding up, 
receivership, dissolution, reorganization, liquidation, moratorium, arrangement or 
assignment for the benefit of creditors involving any Obligor; in each of the foregoing 
events whether under the laws of Canada, Ontario or other applicable jurisdiction, or any 
local or foreign bankruptcy, insolvency, reorganization, receivership or similar law. 

8.3 Release 

8.3.1 In consideration of this Agreement and for other good and valuable consideration, each 
Obligor, on their own behalf and on behalf of their respective successors, assigns, and 
other legal representatives, absolutely, unconditionally and irrevocably releases the 
Administi'ative Agent, the Servicing Agent and the Lenders, and their present and former 
shareholders, affiliates, subsidiaries, divisions, predecessors, directors, officers, legal 
counsel, consultants, employees, agents and other representatives, and their successors 
and assigns (all of which are referred to collectively as the "Releasees" and individually 
as a "Releasee"), of and from all demands, actions, causes of action, suits, covenants, 
contracts, controversies, agreements, promises, sums of money, accounts, bills, 
reckonings, damages and any and all other claims, counterclaims, defences, rights of set­
off, demands and liabilities (individually, a "Claim" and collectively, "Claims") known 
or unknown, both at law or in equity, that such Obligor or any of their respective 
successors, assigns, or other legal representatives may now or later have or claim against 
any of tlie Releasees by reason of any circumstance, action, cause or thing which arises at 
any time on or prior to the date of this Agreement, including for or on account of, or in 
relation to, or in any way in connection with (a) this Agreement, the Existing Credit 
Agreement or any of the other Loan Documents or any transactions under or related to, 
this Agreement, the Existing Credit Agreement or any of the other Loan Documents; (b) 
any and all proposed refinancings of the Borrower by the Lenders (past or present), 
including, without limitation, any and all prior proposed offers of finance (whether 
consummated or not), term sheets, indicative and non-binding term sheets or negotiations 
for financing, between the Lenders and the Borrower; 

8.3.2 each Obligor understands, acknowledges and agrees that the release set out in 
Section 8.3.1 may be pleaded as a full and complete defence and may be used as a basis 
for an injunction against any action, suit or other proceeding which may be instituted, 
prosecuted or attempted in breach of the provisions of that release; and 
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8,3.3 each Obligor agrees that no fact, event, circumstance, evidence or transaction which 
could now be asserted or which may later be discovered will affect in any manner the 
final, absolute and unconditional nature of the release set out in Section 8.3.1. 

8.4 Survival of Representations and Warranties 

All representations and warranties made in this Agreement or any other document 
delivered in connection with this Agreement will survive the execution and delivery of 
this Agreement and the other documents and no investigation by the Administrative 
Agent or the Lenders or any closing will affect the representations and warranties or the 
right of the Administrative Agent, the Servicing Agent or the Lenders to rely upon them. 

8.5 Governing Law 

This Agreement is governed by, and is to be construed and Interpreted in accordance 
with, the laws of the Province of Ontario and the federal laws of Canada effective therein. 

8.6 Reviewed by Legal Counsel 

Each Obligor represents and warrants to the Administrative Agent and the Lenders that it: 

8.6.1 understands fully the terms of this Agreement and the consequences of the execution and 
delivery of this Agreement; 

8.6.2 has been afforded an opportunity to have this Agreement reviewed by, and to discuss this 
Agreement and any documents executed in connection herewith with, such lawyers and 
other persons as such Obligor may wish; and 

8.6.3 has entered into this Agreement and executed and delivered all documents in connection 
herewith of its own free will and accord and without threat, duress or other coercion of 
any kind by any Person. 

The Parties hereto acknowledge and agree that neither this Agreement nor the other documents 
or instruments executed pursuant hereto will be construed more favourably in favour of one than 
the other based upon which Party drafted the same, it being acknowledged that all Parties hereto 
contributed substantially to the negotiation and preparation of this Agreement and the other 
documents and instruments executed pursuant hereto or in connection herewith. 

8.7 Submission to Jurisdiction 

Without prejudice to the ability of any Party to enforce this Agreement in any other 
proper jurisdiction, each of the Parties irrevocably submits and attorns to the non­
exclusive jurisdiction of the courts of Ontario sitting in Toronto to determine all issues, 
whether at law or in equity arising fi'om this Agreement. To the extent peimitted by 
Applicable Law, each of the Parties irrevocably waives any objection (including any 
claim of inconvenient forum) to the venue of any legal proceeding arising out of or 
relating to this Agreement in the courts of that country, or that the subject matter of this 
Agreement may not be enforced In those courts, and irrevocably agrees not to seek, and 
hereby waives any right to, judicial review by any court which may be called upon to 
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enforce the judgment of the courts referred to in this Section 8.7, of the substantive merits 
of any such suit, action or proceeding. To the extent a Party has or hereafter may acquire 
any immunity from the jurisdiction of any court or from any legal process (whether 
through service or notice, attachment prior to judgment, attachment in aid of execution, 
execution or otherwise) with respect to itself or its property, that Party irrevocably waives 
that immunity in respect of its obligations under this Agreement. 

8.8 Mutual Waiver of Jury Trial 

Because disputes arising in connection with complex financial transactions are most 
quickly and economically resolved by an experienced and expert person and the Parties 
wish applicable provincial and federal laws to apply (rather than arbitration rules), the 
Parties desire that their disputes be resolved by a judge applying those Applicable Laws. 
Therefore, to achieve the best combination of the benefits of the judicial system and of 
arbitration, the Parties waive all rights to trial by jury in any action, suit, or proceeding 
brought to resolve any dispute, whether arising in contract, tort, or otherwise between the 
Administrative Agent, the Sei*vicing Agent, the Lenders and any Obligor, arising out of-
connected with, or related or incidental to, the relationship established between them in 
connection with this Agreement, the Existing Credit Agreement or any of the other Loan 
Documents or the transactions related to this Agreement, the Credit Agreement or any of 
the other Loan Documents. 

8.9 Time of Essence 

Time is of the essence in all respects of this Agreement. 

8.10 Unaffected Creditor Status of the Administrative Agent, the Servicing Agent and 
the Lenders 

The Administrative Agent, the Servicing Agent and the Lenders shall at all times be 
treated as an "unaffected creditor" in the GFI CCAA Proceedings and in any plan filed 
pursuant thereto and/or in any other insolvency, restructuring, reorganization and/or 
arrangement proceeding with respect to the Borrower thereafter including, without 
limitation, proceedings under the CCAA. The Borrower acknowledges that the 
Administrative Agent, the Servicing Agent and the Lenders have relied to their detriment 
on this covenant in entering into this Agreement. 

8.11 Notices 

Any Communication or notice delivered under this Agreement to the Obligors, the 
Administrative Agent, the Servicing Agent or the Lenders must be in writing and 
delivered in accordance with the Existing Credit Agreement. 

8.12 Further Assurances 

Each Obligor will, at its own cost, execute and deliver all further agreements and 
documents and provide all further assurances as may be reasonably required by the 
Administrative Agent to give effect to this Agreement and, without limiting the 
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generality of the foregoing, will do or cause to be done all acts and things, execute and 
deliver or cause to be executed and delivered all agreements and documents and provide 
such assurances, undertakings and information as may be required from time to time by 
all regulatory or governmental bodies or stock exchanges having jurisdiction over the 
affairs of a Party or as may be required from time to time under applicable securities 
legislation. 

8.13 Confirmation of Documents and Terms 

Each of the Obligors hereby agrees to the terms of this Agreement and confirms to and 
agrees with the Administrative Agent, the Servicing Agent and the Lenders that its 
liabilities and obligations, and the Liens created under or pursuant to all Security 
Documents, Loan Documents and other documents and Instruments executed in 
connection with the Advance and accommodations provided for or contemplated in the 
Existing Credit Agreement continue in full force and effect in accordance witli their 
respective terms and that all Security Docmnents and other Loan Documents executed by 
it secure and shall continue to secure the Obligations. 

8.14 No Merger or Novation 

Ail Security Documents, other Loan Documents and other documents and instruments 
provided to the Administrative Agent and the Lenders or otherwise entered into by the 
Obligors prior to the date hereof were and are in connection with the Advance and 
accommodations provided for or contemplated in the Existing Credit Agreement, there 
being no novation or merger of the Existing Credit Agi'eement (as amended pursuant to 
this Agreement), any of the Administrative Agent's Liens under the Security Documents 
or any of the other Loan Documents, and all Obligations continue under the Existing 
Credit Agreement (as amended by this Agreement) and the other Loan Documents. 

8.15 Amendment and Waiver 

No supplement, modification, amendment, waiver, discharge or termination of this 
Agreement is binding unless it is executed in writing by the Paity to be bound. No 
waiver of, failure to exercise or delay in exercising, any provision of this Agreement 
constitutes a waiver of any other provision (whether or not similar) nor does such waiver 
constitute a continuing waiver unless otherwise expressly provided. 

8.16 Assignmentand Enuremeiit 

No Obligor will be entitled to assign this Agreement or any right or obligation under this 
Agreement without the prior consent of the Administrative Agent and the Lenders. The 
Administrative Agent and the Lenders may assign this Agreement and any of their rights 
and obligations under this Agreement without the consent of or notice to any Obligor. 
This Agreement enures to the benefit of and is binding upon the Parties and their 
respective successors and permitted assigns. 



- 2 6 -

8.17 Severability 

Each provision of this Agreement is distinct and severable. If any provision of this 
Agreement, in whole or in part, is or becomes illegal, invalid or unenforceable in any 
jurisdiction by a court of competent jurisdiction, the illegality, invalidity or 
unenforceability of that provision will not affect: 

8.17.1.1 the legality, validity or enforceability of the remaining provisions of this 
Agreement; or 

8.17.1.2 the legality, validity or enforceability of that provision in any other 
jurisdiction. 

8.18 Counterparts 

This Agreement may be executed and delivered by the Parties in one or more 
counterparts, each of which when so executed and delivered will be an original and such 
counterparts will together constitute one and the same instrument. 

8.19 Electronic Signatures 

Delivery of this Agreement by facsimile or other electronic transmission (including 
through "pdf format via email) constitutes valid and effective delivery. 

8.20 Confidentiality 

All information provided to the Administrative Agent and the Lenders (or its officers, 
directors, employees, agents, representatives, advisors and legal counsel) pursuant to this 
Agreement shall be kept by the receiving party in the strictest confidence and shall not be 
disclosed to any third party or used by the receiving party except for the purpose 
hereunder. For greater certainty, the Administrative Agent and the Lenders shall keep 
such terms confidential and shall not disclose the same to anyone except (a) the 
Administrative Agent's and the Lenders' agents, employees, professional advisors or 
bankers on a "need to know" basis in connection herewith and then only on the basis that 
such persons also keep such terms confidential; (b) to the extent requested by any rating 
agency, regulatory authority, or other Governmental Authority, or their legal counsel; (c) 
to the extent required by applicable laws or regulations or by any subpoena or similar 
legal process (in which event, the disclosing party will promptly notify the Borrower of 
such requirement and if applicable law so permits, allow the Borrower to seek a 
protective order with respect thereto); (d) to any other Party to this Agreement; (e) in 
connection with the exercise of any action remedies under any Loan Document or any 
suit, action or proceeding relating to any Loan Document or the enforcement of rights 
thereunder; (f) subject to an agreement containing provisions substantially the same as 
those of this Section 8.20 to (i) any actual or prospective assignee of or participant (or 
such assignee's or participant's advisors) in any of its rights or obligations under this 
Agreement, or (ii) any actual or prospective counterparty (or its advisors) to any swap or 
derivative transaction relating to the Borrower and its obligations; (g) to their auditors in 
connection with any audit; (h) to any financial institution, credit reporting agency or 
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credit bureau; (i) to any Person with whom the Borrower or the Guarantor may have or 
proposes to have financial dealings; or ® with the consent of the Borrower. The 
confidentiality obligations in this Section 8.20 do not apply to any information which is 
or becomes generally available to the public, or was known to the receiving party (not 
being subject to any obligation of confidentiality) prior to receipt of information from the 
Borrower, the Guarantor, the Consultant or their advisors or which such party obtained 
fi'om an independent tliird party who obtained the 'information lawfully and was under no 
obligation of confidentiality with respect to such information. 

8.21 Parainountcy 

In the event of any conflict or inconsistency between the provisions of this Agreement 
and the provisions of the Existing Credit Agreement or any other Loan Document, the 
provisions of this Agreement shall prevail. To the extent that the CCAA Court has issued 
the GFI Initial Order, in the event of any conflict or inconsistency between the provisions 
of this Agreement and the provisions of the DIP Agreement or any other DIP Credit 
Document, the provisions of the DIP Agreement and DIP Credit Documents shall prevail. 

THE REMAINDER OF TIES PAGE HAS BEEN INTENTIONALLY LEFT BLANK. 



Each of the Parties has executed and delivered this Agreenient effective as of the 20^^ day of 
January, 2017. 

GRAFTON-FRASl^^C., as Bon-ower 

Per: 
Name: 

W Mark G. Bm 
Vice President & CFO 
Gratton-Fraser Inc. 

Ainemied ami Restated Forbearance Agreement - Sigiminre Page 



2473304 ONTARlDi'NC., as Guarantor 

Per: \ 
Name: \ / j ôôp 
Title: \L_y au^ 

Amended and Restated Forbearance Agreement-Signature Page 



/ 
GSO CAPITAL PARTNERS, LP, as 
Administrative Ageilt and Lead Arranger 

Per; ; / 
Name: 
Title: Pr'ïo'^ 

Amenàed and liestaled Forbaarancc Asrecmvnl - Signature Page 



GSO .DOMESTIC CAPITAL FUiNT)lNG 
(LUXEMBOURG) S.A.R.L., as Lemler 

Per: 
Mamc; William Foot 
Title: Aulliorhed Sifenatojy 

Per: 
Name- Jean-CltudelCoch 

' Authorize^^gnalory 

GSO OFFSHORE MULTICURRENCY 
FACILITY (LUXEMBOURG) S.A.R.L., as 
Lender 

Per: 
Name; William Foot 
Title Authorized Si^nati 

i ' 
a 

Nfame; Jean-Claude*Koch 
Title: Authonzed Signatory 

Aniomfui} uiiiJ ili/siaied Forf^earanci' Agivdiiieui Sinnuture Pc-gc 



SCHEDULE 1 
FORM OF ABL FORBEARANCE AGREEMENT 

SEE ATTACHED 



SCHEDULE2 
APPROVED CASH FLOW 

SEE ATTACHED 
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SCHEDULE3 
EXISTING DEFAULTS 

1. Events of Default may exist by breaches of representations and warranties and covenants 
that refer or relate to a schedule to the Existing Credit Agreement or any other Loan 
Document (other than this Forbearance Agreement) which contains information that has 
been updated and provided to the Administi-ative Agent prior to the date of this 
Agreement. 

2. Events of Default have occurred and are continuing due to breaches of representations 
and warranties contained in the Existing Credit Agreement or the other Loan Documents 
(other than this Forbearance Agreement) by the Guarantor. 

3. Events of Default have occurred and are continuing contrary to s. 5.1(m) of the Existing 
Credit Agi-eement. 

4. The Borrower has taken voluntary action for its liquidation and sale as part of the GFI 
CCAA Proceedings contrary to s. 5.1(o) ofthe Existing Credit Agreement. 

5. The Borrower and Guarantor are not solvent contrai7 to s. 5.1(cc) of the Existing Credit 
Agreement. 

6. Events of Default as a result of a breach of s. 5.1(dd) ofthe Existing Credit Agreement. 

7. The Borrower has failed to pay interest on any Advance within three Banking Days 
following the due date tlterefor contrary to s. 8.1 (b) of the Existing Credit Agreement. 

8. An event of default has occurred and continues after the applicable grace period, if any, 
specified in an agreement or instrument related to Indebtedness which exceeds 
$1,000,000 and the effect of such event is to accelerate or permit the acceleration of 
Indebtedness or either of them contrary to s. 8.1(f) of the Existing Credit Agreement. 

9. The Guarantor has acted in âirtherance of one or more matters enumerated in s. 8.1 (g)(i)-
(iv) of the Existing Credit Agreement contrary to s. 8.1(g) of the Existing Credit 
Agi'eement. 

10. The Borrower and the Guarantor have failed to deliver to the Administrative Agent and 
the Servicing Agent, forthwith upon becoming aware of a Default or Event of Default, an 
Officer's Certificate specifying such Default or Event of Default together with a 
statement of an officer of tlie Borrower and the Guarantor 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 contrary to ss. 6.1(h) and 8.1(d) oftlie Existing Credit Agreement 

11. The Borrower and the Guarantor have failed to promptly deliver to the Servicing Agent a 
copy ofthe Fletcher Claim contrary to ss. 6.1(i)(vii) of the Existing Credit Agreement. 



SCHEDULE 4 
ABL OBLIGATIONS 

As of January 24,  2017,  the principal amount of Existing Indebtedness (as defined in the ABL 
Forbearance Agreement) is $13,011,611.14 in respect of borrowings by the Borrower and 
$1,422,988.76 in respect of borrowings by the Guarantor. 



SCHEDULES 
EXISTING SECURITY 

1. General Security Agreement granted by the Borrower in favour of the Administrative 
Agent 

2. Trademark and Trademark Application Security Agreement granted by the Borrower in 
favour of the Administrative Agent 

3. Collateral Assignment of Rights under the Share Purchaser Agreement granted by the 
Borrower in favour of the Administrative Agent 

4. Guarantee Agreement dated as of February 12, 2016 executed by the Guarantor in favour 
of the Administrative Agent 

5. General Security Agreement dated as of February 12, 2016 executed by the Guarantor in 
favour of the Administrative Agent 

6- Deed of Hypothec dated as of February 12, 2016 granted by the Guarantor in favour of 
the Administrative Agent 



SCHEBX3LE 9 

SISP TIMELINE 

Step Latest Date 

Liquidation of Closing Stores Begins February 1, 2017 

Participation Notices Sent February 15, 2Q17 

Finalize list of Closing Stores for Liquidation Purposes February 17. 2017 

Phase 1 Bids Due under SISP March 13, 2017 

Notify Bidders of Phase II Qualification March 17. 2017 

Phase II Bids Due under SISP March 24, 2017 

Auction (if any) Concludes April 4. 2017 

Vesting Order Motion Heard April 24, 2017 

Liquidation of Closing Stores Ends April 30, 2017 

Closing of Successful Bid June 5. 2017 

CAN.DMS: \1O5408869\15 1 



can.dms: \1054b8869\15 

SCHEDULE 10 

FORM OF STALKING HORSE APÂ 

2 
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THIS ASSET PURCHASE AGREEMENT is made the 24^*" day of January, 
2017 

BY AND AMONG: 

GRAFTON-ERASER INC., 
a corporation existing under the laws of 
the Province of Ontario, 

(hereinatter referred to as "Seller"), 

« and-

1104307 B.C. LTD. 
a corporation existing under tiie laws of 
the Province of British Columbia, 

(hereinafter referred to as "Purchaser"). 

RECITALS: 

A. SeUer operates a men's retail business under the Tip Top, George Richards, Big & Tall, 
Mr. Big and Tall and Kingsport banners (the "Business"); 

B. Seller intends to obtain protection feora its creditors and certain relief under the 
Companies' Creditors Arrangement Act (Canada) (tlie "CCAA") pursuant to the Initial 
Order (as defined below) and seek the appointment of Richter Advisory Group Inc. as the 
court-appointed monitor of Seller (the "Monitor"); 

C. Subject to approval of tlie Ontario Si^Derior Court of Justice (Commercial List) (the 
"Court"), Seller has agreed to sell, transfer and assign to Purchaser and Purchaser has 
agreed to purchase certain of Seller's assets used in connection with, and assume certain 
liabilities and obligations of, the Business, upon the terms and subject to the conditions 
set forth herein; and 

D. Purchaser has agreed that its offer contained in this Agreement will act as a "stalking 
horse bid" and will continue to be open for acceptance in accordance with the Court 
approved sale process appended to this Agreement. 

THEREFORE in consideration of the foregoing and their respective representations, warranties, 
covenants and agreements herein contained, and other good and valuable consideration, the 
receipt and sufficiency of which are hereby acknowledged, and intending to be legally bound 
hereby, the Parties (as defined herein) hereby agree as follows: 
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ARTICLE 1 
DEFINITIONS A3SB TRIKCÏf LES OEINTERPTOTATION 

1.1 DefiDitions 

Whenever used in this Agreement the follo-vving words and terms shall have the 
meanings set out below: 

"ABL Agent" means Canadian Imperial Bank of Commerce, in its capacity as administrative 
agent on its own behalf and on behalf of the Lenders under the Revolving Facility; 

"ABL Obligations" has the meaning given to that term in the Intercreditor Agreement; 

"ABL Priority Collateral" has the meaning given to tliat term in the Intercreditor Agreement; 

"Additional Advance" has the meaning given to that term in the GSO Facility Amendment; 

"Administration Charge" has the meaning given to that term in the Initial Cider; 

"Affiliate" of any Person means, at the time such determination is bemg made, any other Person 
controlling, controlled hy or under common control with such first Person, where "control" 
means fiie possession, direcfiy or indirectly, of the powder to direct the management and policies 
of such Person, whether through die ownership of voting securities or otherwise; 

"Agreement" means this asset purchase agreement, including all appendices, schedules, and all 
amendments or restatements, as permitted, and references to "Article", "Section", "Appendix" 
or "Schedule" mean the specified Article or Section of, Appendix or Schedule to, this 
Agreement; 

"Approved Cash Flow" means the 13-week period detailed cash flow attached to the DIP 
Agreement as it may be substituted pursuant to the teims of the DIP Agreement; 

"Assumed Contracts" has the meaning set out in Section 2.1(e); 

"Assumed Liabilities" has the meaning set out in Section 2.3; 

"Assumed Real Property Leases" has the meaning set out in Section 2.1(d); 

"Authorization" means, with respect to any Person, any order, permit, approval, consent, 
waiver, licence or similar audiorization of any Governmental Authority related to tlie Purchased 
Assets or the Business; 

"Back-Up Bid" has the meaning set out in the SISP; 

"Books and Records" has the meaning set out in Section 2.1(k); 

"Business" has the meaning set out in tlie recitals; 
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"Business Day" means any day other than a Satui'day, Sunday or statutory holiday in the 
Province of Ontario or die State of New York; 

• "Cash" has the meaning set out in Section 2,1(1); 

"CCAA" has the meaning set out in the recitais; 

"CCAA Assignment Order" means an order of the Coiut made pursuant to section 11.3 of the 
CCAA, in form and substance satisfactory to Purchaser and Seller, and obtained on application 
made on notice to, such Persons as Purchaser and Seller detenmne, acting reasonably, to be 
sought by Seller assigning the rights and obligations of Seller under an Assumed Contract for 
which a consent, approval or waiver necessary for the assignment of such Assumed Contract has 
not been obtained prior to the Closing Time to Purchaser; 

"CCAA Proceeding" means the proceedings under the CCAA to winch Seller will be subject 
pursuant to the Inihal Order; 

"Closing" means the successful completion of the Transaction pursuant to the terms of this 
Agreement; 

"Closing Date" means the date that is four Business Days following the date on which all of the 
conditions in Sections 6.4 and 6.5 have been satisfied or waived^ except for those conditions that 
by their nature can only be satisfied on the Closing Date, or such earlier or later date as agreed to 
by tlie Parties; 

"Closing Time" means 10:00 a.m. (Toronto time) on the Closing Date, or such other time on the 
Closing Date as Seller and Purchaser may agree; 

"Conmiissloner" means the Commissioner of Competition, appointed pursuant to the 
Competition Act (Canada); 

" Computers " has the meaning set out in Section 2.1 (c) ; 

"Confidentiality Agreement" means the confidentiality agreement between Seller and GSO 
dated November 29,2016; 

"Consulting Agreement" means the agreement between Seller and an agent engaged by Seller 
for the purpose of conducting the Liquidation; 

"Contracts" means all contracts, licences, leases, agreements, obligations, promises, 
undertakings, understandings, arrangements, documents, conimitments, entitlements or 
engagements to which Seller is a party, by which Seller is bound or under which Seller has, or 
will have, any liability, whether actual or contingent (in each case, whether written or oral, 
express or implied) relating to the Purchased Assets and/or the Business, as same may be 
amended and/or restated, and including auy and all related quotations, orders, proposals, tenders 
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or "bookings which, remain open for acceptance, warranties, guarantees and documents ancillary 
thereto relating to the Business; 

"Court" has the meaning set out in the recitals; 

"Cure Costs" means, in respect of any Assumed Contract, amounts, if any, that must be paid by 
Purchaser pursuant to section 11.3(4) of the CCAA; 

"DIP Agreement" means the agreement dated January 24, 2017 among Seller, GSO, as agent, 
•Willmington Trust, National Association, as servicing agent and the DIP Lenders, as such 
agreement may be amended, supplemented or otherwise modified; 

"DIP Facility" means the $5.5 million debtor-in-possession credit facility made available to 
Seller for use during the CCAA Proceeding pursuant to the DIP Agreement; 

"DIP Financmg Order" means an order of the Court in form and substance satisfactory to 
Purchaser obtained on application made on notice to such persons as Purchaser and Seller 
determine, acting reasonably, approving the DIP Facility, the Encumbrances contemplated 
therein and the priority thereof, which order may be part of the Initial Order; 

"DIP Lenders" means the lenders from time to time party to the DIP Facility; 

"Employee Plans" means the following benefit plans sponsored by Seller, comprised of Sun 
Life Group Policy No. 87050 for all Regular Employees (Class 1), Sun Life Group Policy No. 
87050 for Executives (Class 2) and Sun Life Group Policy No. 87050 for Senior Management 
(Glass 3), as such plans may be amended and restated firom time to time; 

"Employees" means any and all (a) employees or independent contractors of Seller who ai'e 
actively at work (including full-time, part-time or temporary employees), and (b) employees or 
independent contractors of Seller who are on lay-off or other leaves of absence (including 
pregnancy leave, parental leave, disability leave, sickness leave, workers' compensation and 
other statutory leaves); 

"Encumbrances" means any encumbrance, lien, charge, hypothec, pledge, mortgage, title 
retention agreement, security interest of any nature, adverse claim, exception, reservation, 
easement, encroachment, servitude, restriction on use, right of occupation, any matter capable of 
registxatioiL against title, option, right of first offer or refusal or similar ri^t, restriction on voting 
(in the case of any voting or equity interest), right of pre-emption or privilege or any contract to 
create any of the foregoing; 

"Equipment" has the meaning set out in Section 2.1(b); 

"ETA" means Part ÎX of the Excise Tea Act (Canada), as amended from time to time; 

"Excluded Assets" has the meaning set out in Section 2.2; 
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"Excluded Contracts" has tlie meaning set out in Section 2.2(c); 

"Excluded Equipment and Fixtures" has the meaning set out in Section 2.2(g); 

"Excluded Inventory" has the meaning set out in Section 2.2(Q; 

"Excluded Liabilities" has the meaning set out in Section 2.4; 

"Excluded Locations" means Seller's retail store locations, distribution centers, storage facilities 
and warehouses, other than the Purchased Locations; 

"Filing Late" means " tire date the Initial Order is made granting Seller protection under the 
CCAA; 

"Governmental Authority" means any government, regulatory authority, governmental 
department, agency, commission, bureau, official, minister. Crown corporation, court, body, 
board, tribunal or dispute settlement panel or other law or regulation-maldng organization or 
entity: (a) having or purporting to have jurisdiction on behalf of any nation, province, territory, 
state or other .geographic or political subdivision thereof; or (b) exercising, or entitled or 
purporting to exercise, any administrative, executive, judicial, legislative, policy, regulatory or 
taxing authority or power; 

"GSO" means GSO Capital Partoers LP; 

"GSO Facility" means the non-revolving credit facility dated as of June 16,2009 made available 
to Sellei* pursuant to the amended and restated credit agreement entered into by Seller, as 
borrower, "Wilmington Trust, National Association, as seivicing agent, GSO, as administrative 
agent. Guarantor, as guarantor, and GSO Domestic Capital Funding (Luxembourg) S.A.R,L. and 
GSO Offshore Multicurrency Facility (Luxembourg) S.A.R.L., as lenders, as amended on 
April 12,2010, June 11,2010, March 18,2011, December 31,2012, June 17,2014, July 7, 2015, 
July 23, 2015, February 12, 2016, June 6, 2016, August 3, 2016^ September 26, 2016, 
November 29, 2016, December 15,2016, December 23,2016 and January 24,2017 as it may be 
further amended, supplemented or otherwi.se modified; 

"GSO Facility Amendment" means the amending agreement dated as of December 23, 2016 
entered into by Seller, as borrower, "Wilmington Trust, National Association, as servicing agent, 
GSO, as administrative agent, Guai-arrtor, as guarantor, and GSO Domestic Capital Funding 
(Luxembourg) S.A.R.L. and GSO Offshore Multicurrency Facility (Luxembourg) S.A.R.L., as 
lenders, amending the GSO Facility to, among other thing-s, increase the availability under the 
GSO Facility by $2,500,000; 

"Guaranteed Purchase Price" has the meaning set out in Section 3.1; 

"Guarantor" means 2473304 Ontario Inc.; 
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"HST" means all Taxes payable under the ETA, including goods and services Taxes and any 
harmonized sales Taxes in applicable provinces, or under any provincial legislation similar to the 
ETA, and any reference to a specific provision of the ETA or any such provincial legislation 
shall refer to any successor provision thereto of like or similar effect; 

"Initial Order" means an order of the Court, in form and substance satisfactory to Seller and 
Purchaser, and obtained on application made on notice to, such Persons as Purchaser and Seller 
determine, acting reasonably, to be sought by Seller witli respect to the appointment of the 
Monitor and witli respect to the CCAA Proceeding, as may be amended; 

"Intellectual Property" has the meaning set out in Section 2.1(f); 

'Tntcrcrcditor Agreement" means the intercreditor agreement dated as of February 12, 2016 
entered into by tlie ABL Agent and GSO, as it may be amended, supplemented or otherwise 
modified; 

"Inventory" has the meaning set ont in Section 2T(a); 

"ITA" means the Income Tax Act (Canada); 

"Law" means any federal, provincial, county, territorial, disti-ict, municipal, local, foreign, 
supranational or international law, statute, ordinance, regulation, by-law, rule, code, treaty or rule 
of common law or otherwise of, or any order, judgment, injunction, decree or similar authority 
enacted, issued, promulgated, enforced or entered by, any Governmental Authority; 

"Lenders " means the lenders from time to time party to the Revolving Facility; 

"Liquidation" means the sale and liquidation of certain of the Excluded Assets, including the 
Excluded Inventory and Excluded Equipment and Fixtures by Seller, or an agent engaged by 
Seller, including pursuant to the transaction contemplated in the Consulting Agreement; 

"Monitor" has the meaning set out in the recitals; 

"Monitor's Certificate" means the certificate filed with the Court by the Monitor certifying that 
the Monitor has received vritten confiimation from the Parties that all conditions of Closing 
have been satisfied or waived by the applicable Parties; 

"New Revolving Facility" means an asset-based revolving credit facility provided by the ABL 
Agent and the Lenders to Purchaser to meet the working capital needs of the Business from and 
after the Closing Date and to repay the Revolving Facility, on terms acceptable to Purchaser; 

"No-Action Letter" means written confirmation from the Commissioner confirming that the 
Commissioner doevS not, at that time, intend to make an application under section 92 of the 
Competition Act (Canada) in respect of the Transaction; 

"Parties" means Seller and Purchaser and "Party" means any one of them; 
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"Permitted jEncuiiibraiices^' means tbe Encumbrances listed in Schedule hl(a), provided that, 
in. the case of the Encumbrances on the ABL Priority CoUateial, such Encumbrances are limited 
to the extent of the ABL Obligations; 

"Person" means any individual, sole proprietorship, partnership, firm, entity, unincorporated 
association, unincorporated syndicate, unincoiporated organization, trust, body corporate, 
Governmental Authority, and -where the context requires any of the foregoing when they are 
acting as trustee, executor, administrator or other legal representative; 

"Priority Payables" means HST, sales Tax and any amount payable or accrued by Seller which 
is secured by an Encumbrance which ranks or is capable of ranking prior to or pari passu -with 
the Encumbrances created in connection with the Secured Debt, (other than the Permitted 
Encumbrances and the Administration Charge) including amounts accrued or owing for wages, 
vacation pay, tennination pay (only where it is a priority payable), employee deductions, or 
Taxes, and otlrer statutory or other claims that have or may have priority over, or rank.paripassu 
with, the Encumbrances created in connection with the Secured Debt; 

"Purchase Price" has the meaning set out in Section 3,1 ; 

"Purchased Assets" has the meaning set out in Section 2.1; 

"Purchased Locations" means Seller's retail store locations, distribution centres and warehouses 
identified on Schedule 1.1 (b); 

"Purchased Shares" has tiie meaning set out in Section 2. l(r); 

"Revolving Facility" means tire asset-based revolving credit facility dated as of February 12, 
2016 made available to Sellei- pursuant to the credit agreement entered into by Seller and 
Guarantor, as co-borrowers, the ABL Agent and the Lenders, as it may be amended, 
supplemented or otherwise modified; 

"Richtcr" means Richter Advisory Group Inc., Richter Consulting Canada Inc. or any Affiliate 
thereof; 

"Secured Debt" means all indebtedness, liabilities and obligations owing by Seller and 
Guarantor under the GSO Facility and any security or other documents or instruments granted or 
entered into in connection therewith to the agents and lenders thereunder, together with all 
acorued and accruing interest, fees, costs and exp<mses; 

"Seller" has the meaning set out in the recitals; 

"SISP" means the sales and investor solicitation process substantially in the form attached as 
Appendix "A" or such other form as Seller and Purchaser may agree; 

"Softwai'e" means any computer progi-am, operating system, application, system, firmware or 
software of any nature, point-of-entry system, peripherals, and data whether operational, active, 
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under development or design, nonoperafional or inactive, mclnding all object code, source code, 
comment code, algorithms, processes, formulae, interfaces, navigational devices, menu 
structures or arrangements, icons, operational instructions, scripts, commands, syntax, screen 
designs, rcportSj designs, concepts, visual expressions, technical manuals, tests scripts, user 
manuals and other documentation therefor, whether in machine-readable form, virtual machine-
readable form, programming language, modeling language or any other language or symbols, 
and whether stored, encoded, recorded or written on disk, tape, film, memory device, paper or 
other media of any nature, and all databases necessary or appropriate in connection with the 
operation or use of any such computer program, operating system, application, system, finnware 
or software; 

"Stalldng Horse andSISP Order" has the meaning set out in Section 9.1; 

"Stalldng Horse Bid" has the meaning set out in Section 9.1; 

"Successful Bid" has the meaning set out in the SXSP; 

"Supplier" has the meaning set out in Section 2.3(e); 

"Supplier Agreements" has the meaning set out in Section 6.4(k); 

"Supplier Liabilities" has the meaning set out in Section 2.3(e); 

"Tax" and "Taxes" means any taxes, duties, fees, premiums, assessments, imposts, levies £md 
other charges of any kind whatsoever imposed by any Governmental Authority, including all 
interest, penalties, fines, additions to tax or other additional amounts imposed by any 
Governmental Authority in respect tiiereof, and including those levied on, or measm'cd by, 
income, gross receipts, profits, capital, transfer, land transfer, sales, goods and services, 
harmonized sales, use, excise, withholding, business, fi^anchising, property, development, 
occupancy, payroll, health, social services, education, employment and all social security taxes, 
all surtaxes, all customs, duties and import and export taxes, counters'ail and anti-dumping, all 
licence, firanchise and registration fees and aU employment insurance, health insurance and 
Canada, and other government pension plan premirnns or contributions; 

"Term Priority Collateral" has the meaning set out in the Intercreditor Agreement; 

"Termination Date" means June 15,2017, or such other date as Seller and Purchaser may agree, 
acting reasonably; 

"Third Party Consents" means the Authorization and/or consents, approvals and/or 
authorizations as may be required for the assignment of the Assumed Real Property Leases and 
the otlier Assumed Contracts to Purchaser; 

"Transaction" means the transaction of purchase and sale contemplated by this Agreement; 

"Transfer Taxes" has the meaning set out in Section 5.1; 
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"Transfm*ed Employees" has fhe meaning set out in Section 4.1; 

"Vesting Order" means an order of the Court, in form and substance satisfactory to Purchaser 
and Seller, and obtained on application made on notice to, such Persons as Purchaser and Seller 
determine, acting reasonably, to be sought by Seller approving this Agreement and the 
Transaction and vesting in and to Purcliaser the Purchased Assets free and clear of all 
Encumbrances (other than Permitted Encumbrances), substantially in the form attached at 
Schedule 1.1(c) subject to such amendments as Seller and Purchaser may mutually agree acting 
reasonably; and 

"Wind-Down Amount" has the meaning set out in Section 8.2. 

1,2 Cei-tain Rules of Intei-pretation 

In this Agreement: 

(a) Currency - All references to dollar amounts are to lawful currency of Canada 
unless otherwise stated; 

(b) Headings ~ Headings of Articles and Sections are inserted for convenience of 
reference only and shall not affect the construction or interpretation of this 
Agreement; 

(c) Including - Where the word "including" or "includes" is used in this Agreement, 
it means "including (or includes) without limitation"; 

(d) No Strict Construction - The language used in this Agreement is the language 
chosen by the Parties to express their mutual intent, and no rule of strict 
construction shall be applied against any Party; 

(e) Number and Gender -• Unless the context otherwise requires, words importing 
the singular include the plural and vice versa and words importing gender include 
all genders; 

(f) Time Periods - Unless otherwise specified, time periods within or foUowmg 
which any payment is to be made or act is to be done shall be calculated by 
excluding the day on which the period commences and including the day on 
which the period ends and by extending the period to the next Business Day 
following if the last day of the period is not a Business Day; and 

(g) Legislation - A reference to any legislation or to any provision of any legislation 
shall include any amendment to, and any modification or re-enactment thereof, 
any legislative provision substituted therefore and all regulations and statutory 
instruments issued thereunder or pursuant thereto. 
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1.3 Entire Agreement 

This Agreement, the Confidentiality Agreement, the DIP Facility and the 
agi-eements and other documents required to be delivered pursuant hereto and thereto, constitute 
the entire agreement between the Parties and set out all the covenants, promises, warranties, 
representations, conditions, understandings and agreements between the Parties relating to the 
subject matter of this Agreement, the Confidentiality Agi'eement and the DIP Facility and 
supersede all prior agreements, understandings, negotiations and discussions, whether oral or 
written. There are no covenants, promises, warranties, representations, conditions, 
understandings or other agreements, oral or written, express, implied or collateral between the 
Parties in comiection with the subject matter of Agreement, the Confidentiality Agreement or the 
DIP Facility, except as specifically set forth in this Agreement, the Confidentiality Agreement 
and the DIP Facility. 

1.4 Appendices 

The appendices to this Agreement, listed below, ai'e an integral part of this 
Agreement: 

Appendix Description 

Appendix A - Sales and Investor Solicitation Process 

1.5 Schedules 

The schedules to this Agreement, listed below, are an mtegral part of tins 
Agreement; 

Schedule Description 

Sclifidule 1.1(a) - Permitted Encumbrances 
Schedule 1.1(b) - Purchased Locations 
Schedule 1.1(c) - Vesting Order 
Schedule 2.1(e) - Assumed Contracts 
Schedule 2.1(f) - Intellectual Property 
Schedule 2.2(a) - Excluded Assets 
Schedule 2.2(c) - Excluded Contracts 
Schedule 2.3(e) - Assumed Accounts Payable 
Schedule 3.3 - Guaranteed Purchase Price Allocation 
Schedule 6.4(1) - Assumed Contracts Conditional to Closing 
Schedule 9.1 - Stalking Horse and SISP Order 



- 1 1 -

1.6 Conflict 

In the event of any confliet between the provisions of the body of this Agreement 
and the Appendices and Schedules, the provisions of-flie body of this Agreement shall prevail. 
To the extent there is any inconsistency between this Agreement, the Confidentiality Agreement, 
the DIP Agreement and the DIP Facility, the DP Agreement shall prevail. 

1.7 Recitals 

The Recitals to this Agreement aie an integral part of this Agi'eement. 

= ARTICLE 2 
PURCHASE AM) SALE 

2.1 Purchase and Sale of Purchased Assets 

Subject to the provisions of this Agreement, at the Closing Time, Seller shall 
transfer, sell, convey, assign and deliver nnto Purchaser, and Purchaser shall purchase, acquire 
and accept from SeUer all ri^t, title and interest of Seller in and to the following property and 
assets (collectively, the "Purchased Assets"): 

(a) Inventory. All .inventories manufactured by Seller or purchased fiom third party 
vendors, including raw materials, work-in-process and packaging materials and 
all finished goods inventory saleable in the ordinary course of the Business or any 
item of merchandise that is not first quality, not saleable in the ordinary course, 
worn, faded, torn, mismatched, or affected by other similar' defects rendering it 
not first quality in each case located at the Purchased Locations fiom and after the 
date of this Agreement or in transit to a Purchased Locafion (collectively, the 
"Inventory"), other than Inventory that is sold in the ordinary course of the 
Business between the date of this Agreement and the Closing Time; 

(b) Equipment Fixtures and Furniture. AU equipment, fixtures, firmitui'e, displays 
and signage in eacli case located at the Purchased Locations as at the date of this 
Agreement (collectively, the "Equipment"); 

(c) Computers and Sofhvare. AH computer hardware and Software owned by or 
licensed by Seller and used in connection with the Business (coUectively, the 
"Computers"); 

(d) Leased Real Property. All rights of Seller as lessee of teal property for the 
Purchased Locations and all leasehold improvements related thereto (collectively, 
the "Assumed Real Property Leases"); 

(e) Assumed Contracts. All Contracts, including the Assumed Real Property Leases 
and the Contracts' listed on Schedule 2.1(e) (collectively, the "Assumed 
Contracts"); 
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(f) Intellectual Prop&rtv. All light, title and interest of Seller in and to intellectual 
property of any nature owned by Seller and relating to the Business, including, 
customer lists, supplier lists, trademarks, proposed trademarks, certification 
marks, distinguishing guises, industrial designs, copyrights, formulae, processes, 
research data, teclmical expertise, Icnow-how, trade secrets, inventions, patent 
rights, patent registrations, patent continuations or patents, whether domestic or 
foreign and whether registered or unregistered, and all applications for 
registration in respect thereof, including the intellectual property listed on 
Schedule 2.1(f) (collectively, the "Intellectual Property"); 

(g) Business and Domain Names. All rights of Seller to all trade names, business 
names and domain names, including the domain names and business names listed 
on Schedule 2.1(f) and any derivation tliereof or any trademarks or trade names 
incorporating such business names; 

(h) Goodwill. The goodwill of the Business, together with the exclusive right of 
PiU'chaser to represent itself as carrying on the Business in continuation of and in 
succession to Seller, including all choses in action where Seller is the plaintiff or 
moving party and otiier intangibles relating to tire Business that do not form part 
of the Intellectual Property; 

(i) Prepaid Expenses. All prepaid expenses; 

(j) Authorizations. All Authorizations, owned, held or used by Seller in connection 
with the Business to the extent that they are transferable; 

(k) Books and Records. All boolcs and records (other than those required by Law to 
be retained by Seller, copies of which will be made available to Purchaser), 
including customer lists, sales records, price lists and catalogues, sales literature, 
advertising material, manufacturing data, production records, employee manuals, 
personnel records, supply records, inventory records and correspondence files 
(together with, in the case of any such information which is stored electronically, 
the media on which the same is stored) but for greater certainty, excluding 
corporate and Tax records in respect of Seller (collectively, the "Boolcs and 
Records"); 

(i) Cash. All cash on hand, cash equivalents, bank deposits, proceeds hrom the sale 
of gift cards by Seller and cash floats and petty cash (the "Cash"); 

(m) DP Facility. All rights of Seller as borrower under the DP Facility; 

(n) GSQ Facilitv. All rights of Seller as bonnwer under the GSO Facility; 

(o) Proceeds. All right, title and interest of Seller in and to the net proceeds, if any, 
from the sale of any Excluded Equipment and Fixtures or rights of Seller as lessee 
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of real property for the Excluded Locations, including proceeds from the sale of 
such, assets arising ôom the Liquidation; 

Receivables. All accounts receivables of Seller relating to the Business; 

Taxes. Income Tax instalments paid by Seller and the right to receive any refund 
of income Taxes paid by Seller; 

Purchased Shares. AU shares of Gailwood Investments Limited owned by Seller 
(the "Purchased Shares"); 

F.mplnyftft Plans. All rights and interests of Seller in and to the Employee Plans in 
req)ect of the Transferred Employees; and 

Express Consents - Canada's Anti-Snam Law. All express consents obtained by 
Seller under applicable privacy and anti-spam Laws from any person to (i) sender 
cause to be sent an electronip message to such person, (ii) alter or cause to be 
altered the transmission data in an electronic message so that the message is 
delivered to a destination other than or in addition to that specified by such 
person. 

Excluded Assets 

Notwithstanding any provision of this Agreement the Purchased Assets shall not 
include any assets (other than the Purchased Assets) used or held for use in connection with the 
Business (collectively, the "Excluded Assets") including: 

(a) the property and assets described in Schedule 2.2(a); 

(b) the rights of Seller under this Agreement, the Consulting Agreement and each 
other document and agreement contemplated hereby and thereby; 

(c) the rights of Seller under the Contracts listed in Schedule 2.2(c) and any Conti'acts 
that are not assignable as contemplated in Section 2.5 (coUectively, the 
"Excluded Couti'acts"); 

(d) the rights of Seller as borrower under the Revolving Facility; 

(e) aU Books and Records required by Law to be retained by SeUer, including 
personnel records, corporate minute books and Tax records; 

(f) all inventories manufectured by Seller or purchased from third party vendors, 
including raw materials, work-in-process and packaging materials and all finished 
goods inventory saleable in the ordinary course of the Business or any item of 
merchandise that is not first quality, not saleable in tiie ordinary course, worn, 
faded, torn, mismatched, or affected by other similar defects rendering it not first 

(P) 

(q) 

fr) 

(s) 

(t) 
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quality that is sold as pait of the Liquidation (collectively, the "Excluded 
.Inventory"); 

(g) all equipment, fixtures, fioniture, displays and signage in each case located at the 
Excluded Locations as at the date of this Agreement (coEectively, the "Excluded 
Equiptueut and Fixtures"); and 

(h) all rights of Seller as lessee of real property for the Excluded Locations and all 
leasehold improvements related diefeto. 

2,3 Assumed Liabilities 

On the terms and subject to the conditions of this Agi'eement, Purchaser agrees, 
effective at the Closing Time to assume and be responsible for and-thereafter honour, perform, 
discharge and pay as and when due the following obligations and liabilities of Seller; 

(a) all debts, liabilities and obligations with respect to the Pmchased Assets from and 
after the Closing Time, including all debts, liabilities and obligations and services 
to be rendered in connection with the Business solely in relation to the Purchased 
Assets accrued fiom and after the Closing Time; 

(b) subject to subsection 2.5(a), all debts, liabilities and obligations under the 
Assumed Contracts accrued from and after the Closing Time; 

(c) subject to subsection 2.5(a), all Cure Costs in respect of the Assumed Contracts; 

(d) operational expenses incurred by Seller after the Filing Date in connection with 
the operation and wind-down of the Business, to the extent reflected in the 
Approved CasH.FIows and not paid at the Closing Time; 

(e) all debts, liabilities and obligations of Seller relating to the Business owing to the 
Persons that are listed on Schedule 2.3(e) as of the Closing Time (each, a 
"Supplier"), which are incurred in connection with the purchase of goods or 
seivices for the Purchased Locations in the ordinary course of the Business (the 
"Supplier Liabilities"), to be paid over the course of a period of six months 
commencing on the Closing Date and provide that the applicable Supplier has 
entered into a Si^plier Agreement with Seller and Purchaser on terms acceptable 
to Purchaser and the ABL Agent, acting reasonably; 

(f) any Transfer Taxes payable by Purchaser pursuant to Section 5.1; 

(g) all liabilities and obligations of Seller in respect of the gift card progi'am 
established and administered for customers of Seller; 

(h) all liabilities and obligations of Seller to Transferred Employees assumed by 
Purchaser pursuant to Section 4.2; 
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all debts, liabilities and obligations of Seller for the principal, plus acomed 
interest and fees outstanding under the Revolving Facility as of the Closing Time; 

all debts, liabilities and obligations of Seller under the DIP Facility; 

all debts, liabilities and obligations of Seller under the GSO Facility after giving 
effect to the release and acknowledgement referred to in Section 6.3(g); 

the Priority Payables outstanding at the Closing Time, to tlie extent such Priority 
Payables are reflected in the Approved Cash Flow; 

all debts, liabilities and obligations of Seller associated with customer deposits 
received by Seller prior to the Closing Time; and 

any odier obligations and liabilities expressly assumed under this Agreement, 

(collectively, the "Assumed Liabilities"). 

Excluded Liabilities 

Other than the Assumed Liabilities, Purchaser shall not assume and shall not be 
liable for any debts, liabilities or obligations of Seller (the "Excluded Liabilities") which, for 
greater certainty, shall include: 

(a) ail debts, liabilities and obligations related to any Excluded Assets, including any 
Excluded Contracts; 

(b) all debts, liabilities and obligations arising ficom the ownership or use of the 
Purchased Assets prior to the Closing Date, other than those that are specified as 
liabilities and obligations to be assumed by Purchaser under Section 2,3; 

(c) all debts, liabilities and obligations of Seller in respect of any actions, causes of 
action, litigation proceedings, lawsuits, court proceedings or proceedings before 
any Governmental Authority against Seller or arising fium Seller's ownership or 
use of the Purchased Assets or conduct of the Business prior to the Closing Time; 

(d) any Taxes payable or remittable by Seller, other than Transfer Taxes payable by 
Purchaser pursuant to SectionS.l; 

(e) Encumbrances, other than Peimitted Encumbrances; and 

{f) other than Assumed Liabilities in respect of Transferred Employees, all liabilities 
and obligations of Seller and any of its Affiliates to the Employees. 

© 

G) 
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© 
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2.5 Third Party Consents 

(a) "Notwithstanding anything contained in this Agreement or elsewhere, Purchaser 
will not assume and will have no obligation to discharge any debt, liability or obligation under 
any Assumed Contract or Audiorization wliich is not assignable or assiimable in whole or in part 
without a Third Party Consent, unless such Third Party Consent, Authorization or, as applicable, 
a CCA A Assignment Order, has been obtained. 

(b) Following the issuance of the initial Order and, if this Stallcing Horse Bid is tlie 
Successful Bid, until the Closing Date, Seller shall use commercially reasonable efforts to obtain 
all Third Party Consents and Authorizations, and, if any Third Party Consent cannot be obtained, 
to use commercially reasonable efforts to apply for and obtain a CCAA Assignment Order prior 
to the Closing Time. Pmchasei shall provide its reasonable cooperation to assist the Seller in 
obtaining any such Third Party Consent and Authorization. 

2.6 Final Schedules 

(a) No later than February 17,2017, Purchaser shall provide Seller with (a) Schedule 
1.1(b) identifying the Purchased Locations that it wishes to acquire, representing not less than 
110 of Seller's retail stores, (b) a revised Schedule 2.1(e) identifying the Assumed Conti'acts 
as.soclated with the Purchased Locations, (c) to the extent applicable, revised Schedules 2.2(a) 
and 2.2(c) identifying any additional Excluded Assets and/or Excluded Contracts, (d) a revised 
Schedule 6.4(1) identifying the Assumed Contracts tlrat are conditional to Closing, and (e) 
Schedule 2.3(e) identifying the Supplier Liabilities to be assumed by Purchaser in accordance 
with Section 2.3(e), 

(b) The Parties agree that effective immediately upon delivery of the Schedules 
referred to in Section 2.6(a), without any further action or formality: (i) Schedules 1.1(b), 2.1(e), 
2.3(e) and, if applicable, 2.2(a) and 2.2(c) shall be deemed to be amended and replaced, (ii) any 
Inventory, Equipment or Cash located at the Purchased Locations identified on Schedule 1.1(b) 
shall be deemed to be Purchased Assets; and (iii) there shall be no adjustment to the Purchase 
Price. 

ARTICLES 
PURCHASE PRICE AND ALLOCATION 

3.1 Purchase Price 

The purchase price for the Purchased Assets at the Closing Time, exclusive of all 
applicable sales and Transfer Taxes shall be the amount of (a) the Secured Debt on die Closing 
Date, plus (b) the Assumed Liabilities less an amount equal to the Assumed Liabilities referred 
to in Section 2.3(k) (the "Guaranteed Purchase Price"). 
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Sa-tlsfaction oï Purchase Price 

Piirchasei shall satisfy the Guaranteed Purchase Price at the Closing Time as 

subject to subsection 2.5(a), the payment in cash of an amount sufficient to satisfy 
all Cure Costs in respect of the Assumed Contracts or the assumption of such 
liabilities effective as at the Closing Time; 

the payment in cash of an amount sufficient to satisfy the Priority Payables 
reflected in the Approved Cash Plow outstanding at the Closing Time or the 
assumption of such liabilities effective as at the Closing Time; 

by causing GSO and the other lender and agent parties to the GSO Facility to 
release Seller and Guarantor fi*om all of their debts, liabilities and obligations 
under or with respect to the Secured Debt existing at the Closing Time, other than 
amounts assumed by Purchaser pursuant to Section 2.3 (Ic); and 

by Purchaser's assumption of the remaining Assumed Liabilities effective at the 
Closing Time after giving effect to Sections 3.2(a) and 3.2(b). 

Gxiaranteed Purchase Price Allocation 

Seller and Purchaser agree to allocate the Purchase Price among the Purchased 
Assets and to report the sale and purchase of the Purchased Assets for all federal, provincial and 
local tax purposes in a manner consistent with such allocation no later than 10 Business Days 
after the Closing Date. The Purchase Price shall be allocated using the methodology set out in 
Schedule 3.3, which schedule shall be provided by Purchaser to Seller no later than February 17, 
2017. 

ARTICLE 4 
EMPLOYEE MATTERS 

4.1 Offers to Employees 

Conditional upon the Closing and with effect as of the Closing Date (or such later 
date on which those Employees who are on leave return to active service) Purchaser shall offer 
employment to he made at least seven days prior to the Closing Date to not less than 1,100 of all 
of the Employees, such offers of employment to be on terms and conditions of employment 
which are substantially similar in the aggregate to those terms and conditions as are applicable to 
such Employees as at the date hereof except with respect to recognition of past service. 
Purchaser shall only be required to recognize such Employees' past service with Seller for 
puiposes of any minimum standards imposed by applicable employment standards legislation 
and not, for ceitainty, any notice of termination, pay in lieu of notice, severance pay or any other 
payment ox damages at common lavv'. The Employees who accept Pui*chaser's offer of 
employment are collectively referred to as herein as the "Ti'ansfen'ed Employees". 

3.2 

follows: 

(a) 

(b) 

(0) 

(d) 
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Empjpvee Liability 

Pui-chaser shall assume and be responsible foi: 

all liabilities for salary, wages, bonuses, commissions, vacation pay, and other 
compensation and benefits (including accrued vacation and sick days, pension and. 
retirement benefits and pay in lieu thereof, as well as any other benefits and other 
similar arrangements) relating to die employment of all Transferred Employees 
from and after the Closing Date; 

all severance payments, payments for notice of termination or payments in lieu of 
notice of termination, damages for wrongful dismissal and all related costs in 
respect of the termination by Purchaser of the employment of any Transferred 
Employee from and after the Closing Date; 

all liabilities for claims for injuiy, disability, death or workers' compensation 
arising from or related to employment of the Transferred Employees from and 
after the Closing Date; 

all employment-related claims, penalties, contributions, premiums and 
assessments in respect of the Business arising out of matters which occur from 
and after the Closing Date; and 

the Employee Plans in respect of the Transfeired Employees. 

ARTICLE 5 
TAX MATTERS 

Transfer Taxes 

All amounts payable by Purchaser to Seller pursuant to tliis Agreement do not 
include any value-added, sales, use, consumption, multi-staged, personal property, customs, 
excise, stamp, land transfer, or similar taxes, duties, or charges, (collectively "Transfer Taxes") 
and all Transfer Taxes are the responsibility and for the account of Purchaser. If Seller is 
required by Law or by administration thereof to collect any applicable Transfer Taxes from 
Purchaser, then Purchaser shall pay such Transfer Taxes to Seller at the Closmg Time, unless 
Seller agrees that Purchaser qualifies for an exemption from any such applicable Transfer Taxes, 
in which case Purchaser shall, in lieu of payment of such applicable Transfer Taxes to Seller, 
deliver to Seller such certificates, elections, or other documentation required by Law or the 
administration fiiereof to substantiate and eftect the exemption claimed by Purchaser. Where 
Seller is not required by Law or by administration thereof to collect applicable Transfer Taxes, 
Purchaser shall pay such Transfer Taxes directly to the appropriate taxing authority and shall 
provide evidence of such payment to Seller upon request. Purchaser shall, at all times, 
indemnify and hold harmless Seller, its directors, officers, and employees against and in respect 
of any and all amounts assessed by any taxing authority in respect of any failure on the part of 
Purchaser to pay applicable Transfer Taxes, including all taxes, interest, and penalties assessed 

(a) 

Cb) 

W 

(d) 

(e) 
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and including ail reasonable legal and professional fees incurred by Seller, its directors, officers, 
and employees as a consequence of or in relation to any such assessment. Notwithstanding 
anything else in this Agreement, this indemnity shall survive the Closing Time in perpetuity and 
shall not be subject to any caps, thresholds or other restrictions. 

5.2 ETA Elections 

If the Purchaser and the Seller, acting reasonably, agree that the elections 
desciihed herein are legally available to be made, Purchaser and Seller shall, on the Closing 
Date, elect jointly under siubsection 167(1) of the ETA and under any similar provision of any 
applicable provincial legislation, in the foim prescribed for tlie purposes of each such provision, 
in respect of the sale and transfer of the Purchased Assets hereunder, and Purchaser shall file 
such elections with Canada Revenue Agency and any other applicable Governmental Authorities 
within the time and in the manner required by applicable Laws, and provide Seller with proof of 
receipt by Canada Revenue Agency or such other applicable Governmental Authority of the 
receipt of such elections. Purchaser shall indemnify and hold Seller harmless ftom and against 
any Taxes payable under the BTA or other applicable provincial legislation and any penalty or 
interest in respect thereof that may be payable by or assessed against Seller as a result of or in 
connection with Seller's failure to collect the applicable Taxes payable under the ETA or other 
applicable provincial legislation on the sale of the Purchased Assets hereunder, including any 
such Taxes, penalties and interest arising as a result of any failure or refusal by any 
Governmental Authority to accept any such election or on the basis that any such election was 
inapplicable, invalid or not properly made. Notvrithstanding anything else in this Agreement, 
this indemnity shall survive the Closing Time in perpetuity and shall not be subject to any caps, 
thresholds or other restrictions. 

5.3 Other Tax Elections 

Purchaser and Seller shall execute and deliver such other Tax elections and forms 
as they may mutually agree upon. 

ARTICLE 6 
CLOSING AND CLOSING CONDITIONS 

6.1 Closing 

Subject to compliance with the terms and conditions hereof, the transfer of 
possession of the Pmnhased Assets shall he deemed to take effect as at the Closing Time, or such 
other date and time as may he agreed upon by the Parties. The Closing shall take place at the 
offices of Davies Ward Phillips & Vineherg LLP, counsel for Purchaser, 155 Wellington Street 
West, Toronto, Ontario M5V 3J7. 

6.2 Seller's Deliveries 

On or before the Closing Time, Seller shall deliver or cause to be delivered: 
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(a) the Purchased Assets, which shall be delivered in situ wiierever located as of the 
Closing Time; 

(b) customary deeds, assignments, bills of sale and other conveyancing documents, to 
be settled between counsel for Seller and counsel for Purchaser, sufficient to 
transfer the various categories of Purchased Assets on an "as is where is" basis 
consistent with tlie terms of this Agreement and the Vesting Order; 

(c) specific assignments of all the right, title and interest of Seller in and to the 
Intellectual Property as may be required for registration purposes; 

(d) a copy of tire issued and entered Vesting Order; 

(e) a certificate by a senior officer of Seller certifying that'the representations and 
warranties of Seller set out herein are true and correct in ail material respects at 
the Closing Time (unless tliey arc expressed, to be made only as of an earlier fixed 
date, in which case they need be true and correct only as of such earlier date); 

(Ç a payout letter from the ABL Agent setting out the debts, liabilities and obligation 
of Seder fox the prmcipal, plus accrued interest and fees outstanding under the 
Revolving Facility as of the Closing Time; 

(g) a share purchase agreement and other authorizing and conveyancing documents, 
to be settled between counsel for Seller and counsel for Purchaser, sufficient to 
transfer the Purchased Shares to Purchaser; 

(h) an aclmowledgement addressed to the Monitor dated the Closing Date that each of 
tire conditions precedent in Section 6.5 have been fulfilled, performed or waived 
as of tlie Closing Time; 

(i) an executed copy of the Monitor's Certificate; 

(j) the elections referred to in Sections 52 and 5.3; and 

(k) any other documents required to give effect to this Agreement in form and 
substance satisfactoiy to the Parties, each acting reasonably. 

6.3 Purchaser's Deliveries 

On or before the Closing Time, Purchaser shall deliver or caused to be delivered: 

(a) if applicable, payment of the cash portion of the Guaranteed Purchase Price, 
which shall be paid to the Monitor by cash payment by way of certified cheque on 
bank draft to or to the order of tlie Monitor or by wire transfer in immediately 
available funds to an account which shall be designated by the Monitor to the 
Purchaser; 
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(b) customaxy deeds, assignments, bills of sale and other conveyancing documents to 
be settled between counsel for Seller and cormsel for Purchaser, sufdoient to 
transfer the various categories of Purchased Assets on an "as is where is" basis 
consistent with the terms of this Agreement and the Vesting Orders 

(c) instruments evidencing Purchaser's assumption of the Assumed Liabilities; 

(d) a cerilfioate by a senior officer of Purchaser certifying that the representations and 
'Vi'arranties of Purchaser set out herein are true and (xurect at the Closing Time and 
attaching certified copies of the articles of mcorporation and by-laws of Purchaser 
and the resolution of Purchaser's directors or shareholders approvmg the subject 
matter of this Agreement; 

(e) an aoknowdedgement dated the Closing Date that each of the conditions precedent 
in Section 6.4 have been fulfilled, performed or waived as of the Closing Time; 

(f) a receipt for the Purchased Assets; 

(g) a (i) release of Seller and Guarantor fiom the Secured Debt, other than the 
liabilities and obligations of Seller for the outstanding principal Additional 
Advance existing at the Closing Tmieplus accrued interest, fees and expenses and 
other amounts payable in connection with the Additional Advance, and (ii) an 
acknowledgement of the outstanding principal Secured Debt remaining after 
giving effect to the release referred to in subparagraph (i); 

(h) payment of all Transfer Taxes (if any) payable pursuant to Section 5.1 ; 

(i) the elections referred to in Sections 5.2 and 5.3; and 

(j) any other documents required pursuant to this Agreement in form and substance 
satisfactory to the Parties, each acting reasonably. 

6.4 Conditions of Closing in Favour of Purchaser 

The sale and purchase of the Purchased Assets is subject to the following terms 
and conditions for the exclusive benefit of Purchaser to be performed or folfilled at or prior to 
the Closing Time and which may be waived in whole or in part by Purchaser at any time: 

(a) Representations and "Warranties. The representations and warranties of Seller 
contained in this Agreement shall be true and correct in all material respects at the 
Closing Time (unless they are expressed to be made only as of an earlier fixed 
date, in which case they need be true and correct only as of such earlier date); 

(b) Covenants. All of the terms, covenants and conditions of this Agreement to be 
complied with or performed by Seller at or before the Closing Time shall have 
been complied with or performed in all material respects; 
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(c) No Banlauptcv. Seller shall not have made, or be deemed to have made, an 
assignment in banlcraptoy under the Banlcrnptcy and Insolvency Act or shall not 
have obtained an order of the Court binding this Transaction on a trustee in 
banlauptcy; 

(d) Stalking Horse and SISP Order. The Stalking Horse and SISP Order shall have 
been issued, and the operation and effect of such order shall not have been stayed, 
amended, modified, reversed, dismissed or appealed (or any such appeal shall 
have been dismissed with no further appeal therefrom or the applicable appeal 
periods shall have expired) at the Closing Time; 

(e) Snooessful Bid. This Agreement is the Successful Bid; 

(f) Vesting Order. The Vesting Order shall have been issued, and the operation and 
effect of such order shall not have been stayed, amended, modified, reversed, 
waived, dismissed or appealed (or any such appeal shall have been dismissed with 
no further appeal therefrom or tlie applicable appeal periods shall have expired) at 
the Closing Time;. 

(g) DTP "Pitiancing Order, The DIP Financing Order shall have heen issued, and tire 
operation and effect of such order shall not have been stayed, amended, modified, 
reversed, dismissed or appealed (or any such appeal shall have been dismissed 
with no further appeal therefrom or the applicable appeal periods shall have 
expired) at the Closing Time; 

(h) DP Facility. The DP Facility shall have been assumed by Purchaser, witlr such 
changes as may be required and agreed between Purchaser and the DIP Lenders; 

(i) Initial Order. All stays of proceedings contained in fire Initial Order shall have 
remained in effect as at the Closing Time except where any such stay is 
terminated or lifted or amended in a manner which, in Purchaser's opinion, acting 
reasonably, is not prejudicial to Purchaser or which does not adversely afreet 
Purchaser's rights under this Agreement or in respect of the Piuchased Assets and 
the exercise of rights and Court-ordered Encumbrances contained in the Initial 
Order have not been amended or modified in any manner materially prejudicial to 
Purchaser as at the Closing Time; 

0 New Revolving Facility. All conditions to the effectiveness of the New 
Revolving Facility shall have been satisfied, other than the delivery of the 
Monitor's Certificate to file Purchaser pursuant to Section 6.6; 

(k) Supplier Arrangements. Seller and Purchaser shall have entered into settlement 
agreements (the "Supplier Agreements") with the Suppliers on tenns acceptable 
to Purchaser and the ABL Agent, acting reasonably, establishing the terms of 
continued supply and the payment terms upon which Purchaser has agreed to 
assume the Supplier Liabilities pursuant to Section 2.3(e); 
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(1) Third Party Consents or CCAA Assignment Order. Seller shall have obtained 
Third Party Consents or a CCAA Assignment Order in respeet of the Assiuned 
Real Property Leases and the Assumed Contracts identified on Schedule 6.4(1) on 
or before the Closiiig Time; 

(m) Competition Act. To the extent that a notification is required under Part IX of the 
Competition Act (Canada), the Commissioner shall have issued an advance ruling 
certificate pursuant to section 102 of the Competition Act (Canada) in respect of 
the transactions contemplated by this Agreement, or any applicable waiting period 
under Section 123 of the Competition Act (Canada) shall have expired or been 
earlier teiminated or waived and the Commissioner shall have issued a No-Action 
Letter satisfactory to Purchaser and Seller, acting reasonably; 

(n) Liquidation. The Liquidation shall have been completed with the result that the 
proceeds of the Liquidation of ABL Priority Collateral shall have been paid to the 
ABL Agent and the proceeds of the liqmdation of the Term Priority CoUateial 
shall have been paid to GSO, in each case, in accordance with the priorities set 
out in the Intercreditor Agreement, 

(o) No Action or Proceeding. No legal or regulatory action or proceeding shall be 
pending or threatened by any Governmental Authority to enjoin, restrict or 
proltibitthe purchase and sale of the Purchased Assets contemplated hereby; 

(p) Iniimctions. There shall be in effect no hyunction against closing the 
Transactions entered by a court of competent jurisdiction; 

(q) No Maten'î^i No damage by tire or other hazard to the whole or any 
material part of the Purchased Assets shall have occurred prior to the Closing 
Time; and 

(r) Documents. Seller shall have delivered the documents referred to in Section 6.2. 

If any of the foregoing conditions in this Section 6.4 has not been fulfilled by the Closing Time, 
Purchaser may terminate this Agreement by notice to Seller. However, Purchaser may waive 
compliance with any condition in whole or in part if it sees fit to do so, without prejudice to its 
rights of termination in the event of non-fulfilment of any other condition, in whole or in part, or 
to its rights to recover damages, if any, for the breach of any representation, warranty, covenant 
or condition contained in this Agreement 

6.5 Conditions of Closing in Favour of Seller 

The sale and purchase of the Purchased Assets is subject to the following terms 
and conditions for the exclusive benefit of Seller, to be performed or fulfilled at or prior to the 
Closing Time and which may be waived in whole or in part by Seller at any time: 



- 2 4 -

(a) ' Representations aad Waixanties. The representations and warranties of Purcliaser 
contained in this Agreement shall be true and correct in all material respects at the 
Closing Time (unless they are expressed to be made only as of an earlier fixed 
date, in which case they need be true and conect only as of such earlier date); 

(b) Covenants. All of the terms, covenants and conditions of this Agreement to be 
complied with or perfoimed hy Purchaser at or before the Closing Time shall 
have been complied with or perfoimed in all material respects; 

(0) No Action or Proceeding. No legal or regulatory action ox proceeding shall be 
pending or threatened by any Govennnental Authority to enjoin, restrict or 
proliibit the purchase and sale of the Purchased Assets contemplated hereby; 

(d) Slallcinu Horse and SISP Order. The Stalking Horse and SISP Order shall have 
been issued, and the operation and effect of such order shall not have been stayed, 
amended, modified, reversed, dismissed or appealed (or any such appeal shall, 
have been dismissed wMi no further appeal thereliom or the applicable appeal 
periods shall have expired) at the Closing Time; 

(e) Successful Bid. This Agreement is the Successful Bid; 

(f) Vesting Order. The Vesting Order shall have been issued, and the operation and 
effect of such order shall not have been stayed, amended, modified, reversed, 
waived, dismissed or appealed (or any such appeal shall have been dismissed with 
no further appeal therefrom or the applicable appeal periods shall have expired) at 
the Closing Time; 

(g) DIP Financing Order. The DIP Financing Order shall have been issued, and the 
operation and effect of such order shall not have been stayed, amended, modified, 
reversed, dismissed or appealed (or any such appeal shall have been dismissed 
with no fuither appeal therefrom or the applicable appeal periods shall have 
expired) at the Closing Time; 

(h) Revolving Facility. The ABL Agent and the Lenders under the Revolving 
Facility shall have released Seller and the Guarantor fiom any debts, liabilities 
and obligations under the Revolving Facility, including any Encumbrances 
granted by Seller and the Guarantor in connection therewith, to take effect 
immediately after Pui-chaser satisfies the obligations assumed by it pursuant to 
Section 2.3(i) using the proceeds of the New Revolving Facility; 

(1) Competition Act. To the extent that a notification is required under Part DC of the 
Competition Act (Canada), tlie Comimssioner shall have issued an advance ruling 
certificate pursuant to section 102 of the Competition Act (Canada) in respect of 
the transactions contemplated by this Agreement, or any applicable waiting period 
under Section 123 of Ihe Competition Act (Canada) shall have expired or been 
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eaxiier terminated or waived and the Coitmiissioner shall have issued a No-Action 
Letter satisfactory to Purchaser and Seller, acting reasonablyj 

(j) InTunctions. There shall be in effect no injunction against closing the Transaction 
entered by a court of competent jurisdiction; and 

(k) Pnc'.umftnfR. Purchaser shall have made the payments and delivered the 
documents referred to in Section 6.3. 

If any of the foregoing conditions in this Section 6.5 has not been fulfilled by the Closing Time, 
Seller may terminate this Agreement by notice to Purchaser. However, Seller may waive 
compliance with any condition in whole or in part if it sees fit to do so, withorrt prejudice to its 
rights of termination in the event of non-fulfilment of any other condition, in whole or in part, or 
to its rights to recover damages, if any, for the breach of any representation, warranty, covenant 
or condition contained in this Agreement. 

6.6 Monitor's Certificate 

When the conditions set out in Sections 6.4 and 6.5 have been satisfied or waived, 
Purchaser and Seller will each deliver to the Monitor written confirmation of same. The Closing 

be deemed to have occuired upon delivery by the Monitor of an executed copy of tiie 
Monitor's Certificate to Purchaser. 

6.7 Possession of Assets and Risk of Loss 

(a) The Purchased Assets shall be at the risk of Seller until the Closing Date. If 
before Closing Date, all or a material part of the Purchased Assets are lost, damaged or 
destroyed then Purchaser may terminate this Agreement forthwith upon written notice to Seller 
to such effect. 

(b) At the Closing Time, the Purchaser shall take possession of the Purchased Assets 
•where situate at the Closing Time. The Purchaser acknowledges that the Seller has no obligation 
to deliver physical possession of the Purchased Assets to the Purchaser, The Purchaser shall 
promptly notify the Seller of any Excluded Assets which may come into the possession or 
control of the Pmchaser, whether before or after Closing, and thereupon shall promptly release 
such Excluded Assets to the Seller, or to such other Person as the Seller may direct in writing 
and, for greater certainty, title shall not be deemed to vest to the Purchaser in respect of any 
Excluded Assets. 
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AUTICLE 7 
REPI^SENTATIONS AND WAIURANTIES 

7.1 Representations and Warranties of Seller 

Seller hereby represents and warrants to Purchaser as follows and aclcnowledges 
that Purchaser is relying on such representation and wananty in connection with its purchase of 
the Purchased Assets; 

(a) Seller is a corporation duly formed and existing under tlie laws of Ontario and, 
subsequent to obtaining the Vesting Order and the CCAA Assignment Order, if 
applicable, has the power and authority to enter into, and to perform its 
obligations under, this Agreement. 

(b) The execution, delivery and performance by Seller of this Agreement; 

(i) upon the granting of the Initial Order and the Stalking Horse and SISP 
Order and the Vesting Order, is within the powers of Seller; 

(ii) lias been duly authorized, executed and delivered by Seller; 

(iii) upon tlie granting of the Initial Order and Stalking Horse and SISP Order 
and the Vesting Order, constitutes legal, valid and binding obligations of 
the Seller; 

(iv) does not (or would not with the giving of notice, the lapse of time or the 
liappening of any other event or condition) require any consent or 
approval under, result in a breach or a violation of, or conflict with, any of 
the teims ox provisions of its constating documenta or by-laws or any 
material contracts or instraments to which it is a party or pursuant to 
which any of its assets or property may be affected, other than the consent 
of the ABL Agent pursuant to the terms of the Revolving Facility, GSO 
and the other lenders party to the GSO Facility, the Third Party Consents, 
and the CCAA Assignment Order, if applicable; and 

(v) subject to the Vesting Order, will not result in the violation of any 
applicable Law. 

(c) Other than tiie Stalking Horse and SISP Order, Vesting Order, the DIP Financing 
Order, the Third Party Consents or CCAA Assignment Order, and in connection 
with obtaining clearance ufider the Competition Act (Canada) in accordance with 
Section 6.5(i), if applicable, there is no requirement for Seller to make any filing 
with, give any notice to or obtain any ceiiificate, registration or Authorization as a 
condition to the lawful consummation of the transactions contemplated by this 
Agreement. 
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Sèller is not a non-resident of Canada for the purposes of tlie ITA. 

Seller is a registrant for purposes of the ETA whose registration number is 10216 
4514RT0001. 

All of the Assumed Contracts are valid and binding against Seller and to the best 
of the knowledge of the Seller, (i) there are no outstanding defaults by Seller 
under the Assumed Contracts and (ii) there exists no outstanding default by the 
counterparties to the Assumed Contracts. 

Seller does not have any defined benefit pension plans or similar plans and none 
of the Employees are subject to the teims and conditions of employment with 
Seller under a collective bargaining agreement and Seller is in material 
compliance with all applicable Law respecting the Employees' employment with 
SeUer. 

Seller has made all deductions for payroll, employment insurance, Canada 
Pension Plan and payroll Tax required by applicable Law to he made as at the 
date hereof from the Employees' remuneration. 

Representations and Warranties of Purchaser 

Purchaser represents and wan-ants to Seller as follows and acknowledges and 
confirms fliat Seller is relying on such representations and warranties in connection with its sale 
of the Purchased Assets; 

(a) Purchaser is a corporation duly formed and existing under the laws of British 
Columbia and has the power and authority to enter into, and to perform its 
obligations under, this Agreement. 

(b) The execution, delivery and performance by Purchaser of this Agreement; 

(1) has heen duly authorized by all necessary corporate action; 

(ii) does not (or would not with the giving of notice, the lapse of time or the 
happening of any other event or oondifion) require any consent or 
approval under, result in a breach or a violation of, or conflict with, any of 
tlie terms or provisions of its constating documents or by-laws or any 
contracts or instruments to which it is a pai-ty or pursuant to which any of -
its assets or property may be afiected, other than the consent of the ABL 
Agent pursuant to the terms of the Intercreditor Agreement; and 

(iii) wUi not result in the violation of any applicable Law. 

(c) This Agreement has been duly executed and delivered by Purchaser. 

(d) 

(e) 

(f) 

(g) 

W 
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(d) Other than the Stalking Horse and SISP Order, Vesting Order, the DIP Financing 
Order, the Third Party Consents or CCAA Assignment Order, and in connection 
with obtaining clearance under the Competition Act (Canada) in accordance with 
Section 6.4(m), if applicable, there is no requirement for Purchaser to make any 
filing with, give any notice to or obtain any certificate, registration or 
Authorization as a condition to the lawful consummation of the transactions 
contemplated by this Agi'eement. 

(e) Purchaser is a "WTO investor for purposes of tlie Investment Canada Act. 

(f) Purchaser will become registered on or prior to Closing for purposes of the ETA. 

(g) Purchaser is not a non-resident of Canada for the purposes of the ITA. 

(h) There are no actions, suits, appeals, claims, applications, orders, investigations, 
proceedings, grievances, arbitrations or alternative dispute resolution processes in 
progress, pending, or to Purchaser's Imowledge, threatened against Purchaser that 
could prohibit, restrict or seek to enjoin the Transaction. 

ARTICLE 8 
COVENANTS OF THE PARTIES 

Covenants of Seller 

Seller covenants and agrees with Purchaser as follows: 

(a) upon request hy Purchaser, Seller agrees that it shall change its name to a name 
which does not include the words "Giafton" or "Fraser" or any part thereof or any 
similar words; provided that Purchaser acknowledges that any name change 
cannot talce effect until the Closing Time. Seller agrees that if requested to 
change its name hy Purchaser, neither Seller nor any of its Affiliates will use the 
words " Grafton" or "Fraser" or any part thereof or any similar words; 

(b) until the Closing Time, Seller shall furnish Purchaser and its representatives 
reasonable access to the Business and the Purchased Assets at all times during 
normal business homs, as well as such information within the possession or 
conli'ol of Seller regarding tlie Business as Purchaser and its representatives may 
reasonably request; 

(c) Seller shall use commercially reasonable efforts to fulfill the conditions set out in 
Section 6.4 of this Agreement and shall cooperate with Purchaser in its efforts to 
cause the satisfection of the conditions set out in Section 6.5 of this Agreement; 
and 
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(d) Subject to the Initial Order, Seller shall ensure it has made all deductions and paid 
its obligations for Priority Payables as required by applicable Law and is not in 
arrears in respect of these obligations prior to the Closing Time. 

8.2 Covenant of Purchaser in respect of Wind-Down Amount 

Purchaser covenants and agrees with Seller to pay the Monitor immediately after 
the Closing the amount of $200,000 (the "Wind-Down Amount") to finid the reasonable costs, 
fees and disbursements of Seller and its advisors, in each case at their standard rates and charges, 
to wind down and complete the CCAA Proceeding after the Closing Date, provided that the 
Monitor confirms in writmg prior to the Closing that any portion of the Wind-Down Amount that 
is not required in connection with the wind down and completion of die CCAA Proceeding shall 
form the property of Purchaser and he returned to Purchaser on the date of the Monitors 
discharge. 

8.3 General Covenants of Purchaser 

Pui'chaser covenants and agrees with Seller as follows: 

(a) for a period of six years foliowing the Closing Date, Purchaser covenants to use 
reasonable care to preserve the Books and Records of Seller and to permit Seller 
and its representatives and successors and assigns and any trustee in bankruptcy 

• access to any such Books and Records that contain informalion relating to the 
period prior to the Closing Time, as Seller and its representatives and successors 
and assigns and any trustee in banlcruptcy may reasonably request; and 

(b) Purchaser shall use conmiercially reasonable efforts to fulfill the conditions set 
out in Section 6.5 of this Agreement and shall cooperate with Seller in its efforts 
to cause the satisfaction of the conditions set out in Section 6.4 of this Agreement. 

ARTICLE 9 
STALIQNG HORSE AKD SXSP 

9.1 Stallting Horse and SISP 

Seller and Purchaser acknowledge that this Agreement and the Transaction are 
subject to Court approval. 

The Parties acknowledge and agree that Seller shall apply to the Court in the 
CCAA Proceeding as promptly as practicable after execution of this Agreement, for an order 
substantially in the form attached as Schedule 9.1 or such other form as Seller and Purchaser 
may ^ree (the "StaMug Horse and SISP Order") recognizing this Agreement, as a "stalking 
horse bid" (the "Stalldng Horse Bid") and approving the SISP, and all Parties will use 
commercially reasonable efforts to have the Stalldng Horse and SISP Order issued. Purchaser 
acknowledges and agrees that tlie SISP is in contemplation of detennining whe&er a supeiior bid 
can be obtained for Âe Purchased Assets. 
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ARTICLE10 
CONFIDENTIALITY 

10.1 Confidentiality 

In addition to the obligations under the Confidentiality Agreement, each of 
Purchaser and Seller co-yeuants and agrees diat neither it nor its respective Affiliates or 
representatives, will disclose the existence or terms of tills Agreement or the fact of its execution 
and delivery to any third party without the prior written consent of the other party, which consent 
shall not be unreasonably withheld or delayed, except (a) as and to the extent required by Law, 
(b) in the case of GSO and the Seller to its directors, officers, employees, agents, managers and 
their representatives and Affiliates, (c) in the case of GSO, to funds managed, advised, or sub-
advised by GSO or its Affiliates, including any limited partners in such funds, (d) to die ABL 
Agent, (e) in the case of the Seller, as may be required under the CCAA in connection with filing 
and obtaining the Stalking Horse and SISP Order, the Vesting Order or the CCAA Assignment 
Order, or (f) as otherwise may he required by the Court. The Parties will cooperate and consult 
with one anodier, to the extent reasonably practica], with, respect to the issuance of any press 
release or other public statement regarding this Agreement and the Transaction. 

ARTICLE 11 
TE3LM1NATI0N 

11,1 Termination 

(a) This Agreement may be terminated at any time prior to the Closing Time: 

(1) by mutual written agreement of Seller and Piuchaser and on consent of the 
Monitor; 

(ii) as provided in Sections 6.4 and 6,5, provided that the terminating Party 
has not breached its obligations under the Agreement in such a manner as 
to cause a closing condition not to be fulfilled; 

(ill) by Purchaser as provided in Section 6.7; or 

(iv) by Seller, if Closing shall not have occurred on or prior to the Termination 
Date, provided that Seller has not breached its obligations under the 
Agreement in such a maimer as to cause a closing condition not to be 
fiilfiUed. 

(b) This Agreement shall automatically terminate at any time prior to the Closing 
Time if: 

(i) this Agreement is not the Successful Bid or the Back-Up Bid (as 
determined pursuant to the SISP); or 
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(ii) this Agreement is the Back-Up Bid and the transaction contemplated by 
the Successful Bid is closed. 

11.2 Effect of Teiminatlon 

(a) If this Agreement is terminated pursuant to, or due to the occurrence of any of the 
events set out in Section 11.1 all further obligations of the Parties under or pursuant to this 
Agreement shall terminate •without iuilher liability of any Party to the other except for and 
subject to the provisions of Section 10,1 and this Section 11.2. 

(b) Under no circumstance shall any of the Parties or their respective directors, 
officers, employees, managers, Affiliates or agents or tiieir respective directors, officers and 
employees be liable for any special, punitive, exemplary, consequential or indirect damages 
(including loss of profits) that may be alleged to result, in connection -with, arismg out of, or 
relating to this Agreement or the Transaction, 

ARTICLE 12 
AS IS WHERE IS 

12.1 Acottisition of Assets on "As Is. Where Is" Basis 

Purchaser aclcnowledges that Seller is selling the Purchased Assets on an "as is, 
where is" basis as they shall exist on the Closing Date and that, as of the date of this Agreement, 
Purchaser has had an opportimity to conduct any and all due diligence regarding Seller, the 
Purchased Assets, the Business and tlie Assumed Liabilities and that it has relied solely on its 
o^wn independent review, investigation, and/or inspection of any documents regarding Seller, the 
Purchased Assets, the Business and the Assumed Liabilities other than the representations 
contained in Section 7.1. Any information provided by Seller, Richter or the Monitor to 
Pui'chaser describing the Purchased Assets, the Business and the Assumed Liabilities has been 
prepared solely for the convenience of prospective purchasers and is not warranted to he 
complete, accurate or correct. Unless specifically stated herein, Purchaser acknowledges that it 
did not rely on any written or oral statements, representations, promises, wairanties, conditions 
or guaranties whatsoever, whether express, implied, by operation of law or otherwise, regarding 
Seller, the Business, the Purchased Assets or Assumed Liabilities or the completeness of any 
information provided in connection there-witii or in any instrument furnished in connection with 
this Agreement including, without limitation, the respective ri^ts, titles and interests of Seller, if 
any, in the Purchased Assets other than the representations contained in Section 7.1. This 
Section 12.1 shall not merge on the Closing Date and is deemed incorporated by reference in all 
documents delivered pursuant to the terms of this Agreement. 
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ARTICLE13 
GENERAL 

13.1 Disputes 

Any dispute arising out of or in connection "with tMs Agreement shall he 
submitted to and finally resolved by a motion brought before the Court in the CCAA Proceeding. 

13.2 Notices 

Any notice, consent or approval required or permitted to be given in connection 
with this Agreement shall be in writing and shall be sufficiently given if delivered (whether in 
person, by courier service or other personal method of delivery), or if transmitted by facsimile or 
emaU: 

(a) in the case of a notice to Seller at: 

Grafton-Fraser Inc. 
44 Apex Road 
Toronto, ON M6A2V2 

Attention: Mark Sun, Vice President and. Chief Financial Officer 
Email; msim@graftonfraser.com 

with a copy (which shall not constitute notice) to: 

Fasken Martineau DuMoulin LLP 
333 Bay Street, Suite 2400 
Bay Adelaide Centre, Box 20 
Toronto, ON M5H2T6 

Attention: Stuart Brotman / Natasha De Cicco 
Facsimile No.: 416.364.7813 
Email: sbrotman@fasken.com / ndecicco@fasken.cora 

(b) in the case of a notice to Purchaser at: 

c/o GSO Capital Partners LP 
345 Park Avenue, 31st Floor 
New York, NY 10154 

Attention: Marc Baliotti / John Beberus / GSO Legal 
Email: Marc.Baliotti@gsooap.com / John.Beberus@gsocap.com / 

gsolegal@gsocap.com 

with a copy (which shall not constitute notice) to : 
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Davies "Ward Phillips & Vineberg LLP 
40th Floor, 155 Wellington Street West 
Toronto, ON M5V3J7 

Attention: Scott Hyman 
FaxNo.; 416.863.0871 
Email: shyman@dwpv.coni 

(c) in the case with a further copy to the Monitor, as follows: 

Riohter Advisory Group Inc. 
ISlBay Street, Smte3320 
Bay Wellington Tower 
Toronto, ON M5J2T3 

Attention: GEles Benchaya / Adam Sherman 
Email: gbenchaya@richterconsulling.com / a.sherman@richter.ca 

with a copy (which shall not constitute notice) to: 

Cassels Brock Blackwell LLP 
Suite 2100, Scotia Plaza 
40 King Street West 
Toronto, ON M5H3C2 

Attention: Jane Dietrich 
Bmaii: jdietricli@casselsbrock.com 

Any notice delivered or transmitted to a Party as provided above shall be deemed to have been 
given and received on the day it is delivered or transmitted, provided that it is delivered or 
transmitted on a Business Day prior to 5:00 p.m. local time in the place of delivery or receipt, 
However, if the notice is delivered or ti-ansmitted after 5:00 p.m. local time or if such day is not a 
Business Day then the notice shall be deemed to have been given and received on the next 
Business Day. 

Any Party may, from time to time, change its address by giving notice to the other Party in 
accordance with the provisions of tiiis Section. 

13,3 Assigmaent 

Neither Party shall assign this Agreement or any rights or obligations arising 
under this Agreement without the prior "wiitten consent of the other Party, provided that (a) 
Purchaser may assign this Agreement to any of its Affiliates or funds managed, advised or sub-
advised by GSO or its Affiliates before the filing of the Vesting Order where (i) prior notice of 
such assignment is provided to the Seller, and (ii) such assignee agrees to be bound by the terms 
of this Agreement to the extent of the assignment, or (b) Purchaser may assign its rights under 
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tlùs Agreement as security fox its obligations to its lenders, including under "tbe New Revolving 
Facility. 

13.4 Time of the Essence 

Time shall be of the essence in respect of the obligations of the Parties arising 
prior to Closing under this Agreement, 

13.5 Enurement 

This Agreement shall enure to the benefit of and be binding upon the Parties and 
then respective successors (including any successor by reason of amalgamation of any Party) 
and permitted assigns. 

13.6 Amendment 

No amendment, supplement, modification or waiver or termination of this 
Agreement and, unless otherwise specified, no consent or approval by any Party, shall be bindmg 
unless executed in writing by the Party to be bound thereby. 

13.7 Further Assurances 

The Parties shall, with reasonable diligence, do all such things and provide all 
such reasonable assurances as may be required to convS\immate the transactions contemplated by 
this Agreement, and each Party shall provide such further documents or instruments required by 
any otlicr Party as may be reasonably necessary or desirable to effect the purpose of this 
Agreement and cany out its provisions, whether before or after the Closing Date provided tliat 
the reasonable costs and expenses of any actions taken after Closing Date at the request of a 
Party shall be the responsibility of the requesting Party. 

13.8 Survival 

The representations and warranties of the Parties contained in tliis Agreement 
shall merge on Closing and the covenants of the Parties contained herein to be performed after 
the Closing shall survive Closing and remain in fiill force and effect. 

13.9 Personal Information 

Purchaser hei'eby aolmowledges that it is awai'e, and that it will advise its 
representatives, that privacy legislation, including the Tersonal Information Protection and 

. Electronic Dociments Act (Canada), applies to certain information that may be disclosed to the 
Pm'chaser and its • representatives pursuant to this Agreement and/ox the Transaction. The 
Purchaser agrees to comply, and cause its representatives to comply, with such privacy 
legislation in connection with any such, information disclosed to it or any of them. To the extent 
that any personally identifiable iiifoimation of any customers is transferred fi:om the Seller to the 
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Purchaser prior to the filing of the Initial Order, the Purchaser agrees to abide by the Seller's 
privacy policy "with respect to such personally identifiable information. 

13.10 Benefit of Agreement 

This Agreement shall enure to the benefit of and be binding upon the Parties and 
their respective successors and permitted assigns. Except as otherwise provided in this 
Agreement, each Party intends that this Agreement shall not benefit or create any right or cause 
of action in or on behalf of any Person other than tiie Parties and their successors and permitted 
assigns, and no Person other than the Parties and their successors and their pemiitted assigns 
shall be entitled to rely on the provisions hereof In any action, suit, proceeding, hearing or other 
forum. 

13.11 Severability 

If any provision of this Agreement is determined by a court of competent 
jurisdiction to be invalid, illegal or unenforceable in any respect, all other conditions and 
provisions of this Agreement shall nevertheless remain in full force and effect so long as the 
economic or legal substance of the transactions contemplated hereby is not affected in any 
manner materially adverse to any party hereto, Upon such determination that any term or other 
provision is invalid, illegal or incapable of being enforced, the Parties shall negotiate in good 
faith to modify this Agreement so as to effect the original intent of tile Parties as closely as 
possible in an acceptable manner to the end that ti*ansactions contemplated hereby are fulfilled to 
the extent possible. 

33.12 Governing Law 

This Agreement shall be construed, interpreted and enforced hi accordance with, 
and the respective rights and obligations of the parties shall be governed by, the laws of the 
Province of Ontario and the federal laws of Canada applicable therein, and each party 
irrevocably and unconditionally submits to the non-exclusive jurisdiction of the courts of such 
province and all courts competent to hear appeals therefrom, 

13.13 Execution and Delivery 

This Agreement may be executed by the Parties in counterparts and may be 
executed and delivered by facsimile or other electronic means and all such counterparts and 
facsimiles (or other electronic deliveries) shall together constitute one and the same agreement. 

[Remainder of page intenfionally left blank] 



FN WITNESS OF WIIICH the Parties have executed this Agreement as of the 
date first written above. 

Gtafton-Fiasetlhc. 

Assat Purchase Afp-ecnmu-Signature Page 



1104307 B.c. LTD 

By: 
Name: 
Title; 

MARISA BltENEY 
AirTHORlZEDSIQIv ( 

Asset Purchase A^eemtnt-'Signùiun Page 



Schedule 1.1(a) 

Permitted Encumbrances 

1. The following court-ordered charges granted pursuant to, and defined in, the order of the 
Com! granting Seller protection pursumrt to the CCAA: 

(a) Term Lender's DIP Charge; 

(b) Liens granted to the Term Secured Parties; 

(c) ABL Lender's DIP Charge; and 

(d) Liens granted to the ABL Secured Parties. 

2. The following securities pursuant to the Personal Property Security Act ("PPSA") in 
each applicable jurisdiction: 

PPSA British Columbia 

Registration Number Secùred Party Registration Bate/ 
Registration Period 

Collateral 

1. 673469D 

2. 006240J 

PPSA Alberta 

Registration Number 

1. 15121123969 

GSO Capital Paiiuers, LP, 
as Administrative Agent 

Registration Date: 
May 15,2007 

All of the debtor's present 
and after-acquired personal 
propei-ty ofthe debtor and, 

Rcgisftation Period: 8 wiftiout liniitation, all 
years fbctui'es, crops, and licenses. 

Expiry Date: 
May 15,2023 

Canadian Imperial Bank of Registration Date: 
Commerce, as Agent 

All ofthe debtor's present 
December 11,2015 and after-acquired personal 

property including without 
Registration Period: 7 limitation fixtures (and terms 

used herein that are defined 
in the Personal Property 
Security Act of British 
Columbia or the regulations 
made thereunder have those 
defined meanings). 

years 

Expiry Date: 
December 11,2022 

Secured Party Registration Pate/ 
Registration Period 

Canadian Imperial Baiik of Registration Date: 
Commerce, as Agent December 11,2015 

Registration Period: 
7 years 

Collateral 

All present and after-
acquired personal property 
of the debtor. 
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Registration Number Secured Party Registration Date/ 
Registration "Period 

Collatcrnl 

2. 0705Î518194 GSO Capital Partners, LP, 
as Administrative Agent 

07051518228 GSO Capital Paitners, LP, 
as Administrative Agent 

Expiry Date: 
December 11,2022 
Registration Date: 
May 15,2007 

Registration Period: 
16 years 

Expiry Date; May 15, 
2023 

Registration Date: 
May 15,2007 

Registration Peiiod: 
Infinity 

All present and aûer-
acquired personal property 
ofthe debtor. Proceeds: 
Goods, inventory, chatte] 
paper, documents oftitle, 
instruments, money, 
intangibles, accounts and 
investment propertj' (all as 
defined in the Personal 
Property Security Act 
(Alberta)) and insurance 
proceeds. 
Land charge. 

PPSA Manitoba 

Registration Number 

1. 201523726507 

2. 200708558108 

Secured Party Registration Data^ 
Registration Pei'lod 

Canadian Imperial Bank of Registration Date: 
CoimncrcD, as Agent December 11,2015 

Registration Period: 
7 years 

Expiry Date: 
December 11,2022 
Registration Date: 
May 7,2007 

Registration Period: 
16 years 

Expity Date; May 15, 
2023 

GSO Capital Partners, LP, 
as Administrative Agent 

PPSA Ontario 

Registration ITile Number Secured Party Registration Date/ 
Registration Period 

Collateral 

"The security interest is taken 
in all ofthe debtor's present 
and after-acquired personal 
property. 

The security interest is taken 
in all ofthe debtor's present 
and after-acquired personal 
property. 

Collateral 

1. 719663706 Canadian Dealer Lease Regisiintion Date: Inventory, Accounts, Other, 
Service Inc. and Bank of August 16,2016 Motor Vehicle Included 
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Registration File Number Secured Party 

Nova Scotia - DLAC 

Registratton Date/ Collateral 
Registration Period 

Registration Period: 
3 years 

2016MazaCX09, 
JM3TCBDY6G0111704 

Expiry Date: August Amount: 
16,2019 $55,145 

Date of Maturity; 
August 11,2019 

712571193 

3. 675686367 

3. 635312304 

PPSA Nova Scotia 

Registration Number 

1. 25531898 

2. 25333881 

CanadiauImperialBank of RegistratlonDate: 
Commerce, as Agent 

Xerox Canada Ltd. 

GSO Capital Partners, LP, 
as Administrative Agent 

Secured Party 

Inventoiy, Equipment, 
Accounts, Other, Motor 
Vehicle 

Equipment, Other 

December II, 2015 

Registration Period: 7 
years 

Expiiy Date: 
December 11,2022 
RegistrationDate: 
January 17,2012 

Registî-ation Period: 
6 years 

EjqiiiyDate: January 
17,2018 

Registration Date: 
May 15,2007 

RegLstration Period: 8 
years 

EjqiiryDate: 
May 05,2013 

Registration Date/ Collateral 
Registration Period 

Inventory, Equipment, 
Accounts, Other, Motor 
Vehicle Included 

GSO Capital Partners, LP, Registration Date: 
as Administrative Agent February 8,2016 

A security interest is taken in 
all of the debtor's present 
and aftci-acquired personal 

Registration Period: 7 property 
years 

Expiiy Date: 
February 8,2023 

Canadian Imperial Bank of RegistrationDate; 
Commerce, as Agent December 14,2015 

A security interest is taken in 
all of the debtor's present 
and after-acquired personal 
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Reaistration Number Secured Party Registration Date/ Collateral 
Registration Period 
Registration Period: 7 proper^ 
years 
Expiry Date: 
December 14,2022 

3, The following Batik Act security: 

Type Registration Name Date 
and Address 

Expires Number Banlr. 

(2) Grafton-Fraserlnc. 2016/01/25 2021/12/31 01304227 0010-CANADIANIMPERIAL BANK 

4. Security interests recorded against all of the Canadian trademarks owned by Seller, in 
favour of; 

GSO Special Situations Fund LP (pursuant to a security agreement placed on file 
onOctoberlL2007); 

GSO CP Holdings LP (pursuant to an amended security agreement placed on file 
on October 14,2008); and 

Canadian Imperial Bank of Commerce, as Agent (pursuant to a security 
agi'eement placed on file on March 11,2016). 

44 Apex Road 
Toronto ON 
M6A2V2 

OF COMMERCE 00002 - MAIN 
BRANCH - COMMERCE COURT 199 
BAY ST COW CONCOURSE LEVEL 
MAIN BRANCH - COMMERCE 
COURT TORONTO, ONM5L1G9 



Schedule l.l(fa) 

Purchased Locations 

No later than February 17, 2017, Purchaser shall provide 'Seller with a list of the Purchased 
Locations it wishes to acquire, representing not less than 110 of Seller's ret^ stores. 



Schedule 1.1(c) 

Vesting Order 

See attached, 



Court File No. 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

THE HONOURABLE ) WEEKDAY, THE # 

JUSTICE \ DAYOF«, 2017 

IN THE MATTER OF the Companies' Creditors Arrangement 
Acf, R.S.C. 1985, c. C~36, as amended 

AND IN THE MATTER of a Plan of Compromise or 
Arrangement of Grafton-Fraser Inc. 

Applicant 

APPROVAL AND VESTING ORDER 

THIS MOTION, made by the Applicant for an order approving the sale 

transaction (the "Transaction") contemplated by an agreement of purchase and sale 

(the "Sale Agreement") between the Applicant and 1104307 B.C. Ltd. (the "Purchaser") 

dated •, 2017 and appended to the Affidavit of m dated • (the "Affidavit"), and vesting 

in the Purchaser the Debtor's right, title and interest in and to the assets described in 

the Sale Agreement (the "Purchased Assets"), was heard this' day at 330 University 

Avenue, Toronto, Ontario. 

ON READING the Affidavit and the Report of Richter Advisory Group inc., in its 

capacity as the court appointed monitor of the Applicant (the "Monitor"), dated • (the 

"Report") and on hearing the submissions of counsel for the Applicant, the Monitor, the 

Purchaser, Canadian Imperial Bank of Commerce, no one appearing for any other 
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person on the service list, although properly served as appears from the affidavit of 

[NAME] sworn [DATE] fifed: 

1. THIS COURT ORDERS AND DECLARES that the Transaction is hereby 

approved, and the execution of the Sate Agreement by the Applicant is hereby 

authorized and approved, with such minor amendments as the Applicant may deem 

necessary. The Applicant is hereby authorized and directed to take such additional 

steps and execute such additional documents as may be necessary or desirable for the 

completion of the Transaction and for the conveyance of the Purchased Assets to the 

Purchaser. 

2. THIS COURT ORDERS AND DECLARES that upon the delivery of the 

Monitor's certificate to the Purchaser substantially in the form attached as Schedule A 

hereto (the "Monitor's Certificate"), all of the Purchased Assets described In the Sale 

Agreement shall vest absolutely in the Purchaser, free and clear of and from any and all 

security interests (whether contractual, statutory, or otherwise), hypothecs, mortgages, 

trusts or deemed trusts (whether contractual, statutory, or othen/vise), liens, executions, 

levies, charges, or other financial or monetary claims, whether or not they have 

attached or been perfected, registered or filed and whether secured, unsecured or 

otherwise (collectively, the "Claims") including, without limiting the generality of the 

foregoing: (i) any encumbrances or charges created by the Order of the Honourable 

Justice [NAME] in these proceedings dated January «, 2017; (ii) ali charges, security 

interests or claims evidenced by registrations pursuant to the Personal Property 

Security Act (Ontario) or any other personal property registry system; and (iii) those 

Claims listed on Schedule B hereto (all of which are collectively referred to as the 

"Encumbrances", which term shall not include the permitted encumbrances, easements 

and restrictive covenants listed on Schedule C) and, for greater certainty, this Court 

orders that ail of the Encumbrances affecting or relating to the Purchased Assets are 

hereby expunged and discharged as against the Purchased Assets. 

3. THIS COURT ORDERS AND DIRECTS the Monitor to file with the Court a 

copy of the Monitor's Certificate, forthwith after delivery thereof. 
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4. THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada 

Personal Information Protection and Electronic Documents Act, the Applicant is 

authorized and permitted to disclose and transfer to the Purchaser all human resources 

and payroll information In the Applicant's records pertaining to the Applicant's past and 

current employees, Including personal information of those employees listed on 

Schedule "4.1" to the Sale Agreement The Purchaser shall maintain and protect the 

privacy of such, information and shall be entitled to use the personal information 

provided to it in a manner which is in all material respects identical to the prior use of 

such information by the Debtor. 

5. THIS COURT ORDERS that, notwithstanding: 

(a) the pendency of these proceedings; 

(b) any applications for a bankruptcy order now or hereafter issued pursuant 

to the Bankruptcy and Insolvency Act (Canada) in respect of the Applicant 

and any bankruptcy order issued pursuant to any such applications; and 

(c) any assignment in bankruptcy made in respect of the Applicant; 

the vesting of the Purchased Assets in the Purchaser pursuant to this Order shall be 

binding on any trustee in bankruptcy that may be appointed in respect of the Debtor and 

shall not be void or voidable by creditors of the Debtor, nor shall it constitute nor be 

deemed to be a fraudulent preference, assignment, fraudulent conveyance, transfer at 

undervalue, or other reviewable transaction under the Bankruptcy and Insolvency Act 

(Canada) or any other applicable federal or provincial legislation, nor shall It constitute 

oppressive or unfairly prejudicial conduct pursuant to any applicable federal or 

provincial legislation. 

6. THIS COURT ORDERS AND DECLARES that the Transaction is exempt 

from the application of the Bulk Sales Act (Ontario). 

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

tribunal, regulatory or admlnistrativè body having jurisdiction in Canada or in the United 
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States to give effect to this Order and to assist the Applicant and its 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, as may be necessary or desirable to give effect to this Order or to 

assist the Applicant and its agents in carrying out the terms of this Order. 



Schedule A - Form of Monitor's Certificate 

Court File No. 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAI. LIST 

IN THE MATTER OF the Companies' Creditors Arrangement 
Act, R.S.C, 1985, 0. C-36, as amended 

AND IN THE MATTER of a Plan of Comproinise or 
Arrangement of Grafton-Fraser Inc. 

Applicant 

MONITOR'S CERTIFICATE 

RECITALS 

A. Pursuant to an Order of the Honourable [NAME OF JUDGE] of the Ontario 

Superior Court of Justice (the "Court") dated [DATE OF ORDER], the Applicant was 

granted protection from its creditors pursuant to the Companies' Creditors Arrangement 

Act and Richter Advisory Group Inc. was appointed as the monitor (the "Monitor") of the 

Applicant. 

B. Pursuant to an Order of the Court dated [DATE], the Court approved the 

agreement of purchase and sale.made as of [DATE OF AGREEMENT] (the "Sale 

Agreement") between the Applicant and [NAME OF PURCHASER] (the "Purchaser") 

and provided for the vesting in the Purchaser of the Purchased Assets, which vesting is 

to be effective with respect to the Purchased Assets upon the delivery by the Monitor to 

the Purchaser of a certificate confirming (I) that the conditions to Closing as set out In 

section • of the Sale Agreement have been satisfied or v/alved by the Applicant and the 
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Purchaser; and (ii) the Transaction has been completed to the satisfaction of the 

Monitor. 

C. Unless otherwise indicated herein, terms with initial capitals have the meanings 

set out in the Sale Agreement 

THE MONITOR CERTIFIES the following: 

1. The Applicant has received the Purchase Price for the Purchased Assets 

payable on the Closing Date pursuant to the Sale Agreement; 

2. The conditions to Closing as set out in sections [6.4 and 6,5] of the Sale 

Agreement have been satisfied or waived by the Applicant and the Purchaser; 

and 

3. The Transaction has been completed to the satisfaction of the Monitor. 

4. This Certificate was delivered by the Monitor at [TIME] on 

[DATE]. 

Richter Advisory Group Inc,, in its capacity 
as court-appointed monitor of Grafton-
Fraser Inc. and not in its personal capacity 

Per: 

Name: 

Title: 



Schedule B- Encumbrances 



Schedule C - Permitted Encumbrances 



Schedule 2.1(e) 

Assumed Contracts 

A. Loan Documents 

1. Non-revolving credit facility dated as of June 16, 2009 made available to Seller pursuant 
to the amended and restated credit agreement between Seller, as bon'ower, Wilmington 
Trast, National Association, as servicing agent, GSO Capital Pattners LP, as 
administrative agent, 2473304 Ontario Inc., as guarantor, and GSO Domestic Capital 
Funding (Luxembourg) S.A.R.L. and GSO Offshore Multiourrency Facility 
(Luxemboui'g) S.A.R.L., as lenders, as amended on April 12,2010, June 11,2010, March 
18, 2011, December 31, 2012, June 17, 2014, July 7, 2015, July 23, 2015, Febiuary 12, 
2016, June 6,2016, August 3,2016, September 26,2016, November 29, 2016, December 
15, 2016, December 23, 2016 and January 20, 2017, as it may be further amended, 
supplemented or otherwise modified, and any related agi-eements or documents thereto. 

2. DIP facility loan agreement dated January 20, 2017 between GSO Domestic Capital 
Funding (Luxembourg) S.A.R.L. and GSO Offshore Multicunency Facility 
(Luxembourg) S.A.R.L., as DP lenders, GSO Capital Partners LP, as agent, Wilmington 
Trust, National Association, as servicing agent, and Seller, as borrower, as it may be 
further amended, supplemented or otherwise modified, and any related agreements or 
documents thereto. 

B. Benefit Plans 

1. Sun Life Group Policy No. 87050 for all Regular Employees (Class 1), as such plan may 
be amended and restated from time to time. 

2. Sun Life Group Policy No. 87050 for Executives (Class 2), as such plan may be amended 
and restated from time to time. 

3. Sun Life Group Policy No. 87050 for Senior Management (Class 3), as such plan may be 
amended and restated from time to time. 

C. Contracts 

1. Agreement to lease, dated October 7, 2016, between Seller and Marco Enterprises, 
regarding a condominium lease for Lance Itkoff, and any attachments, amendments or 
related agreements thereto in effect at the Closing Time. 

2. Vehicle lease agreement and disclosure statement, dated August 11,2016, between Seller 
and Agmcourt Mazda, regardhig a car lease for Lance Itkoff, and any attaclunents, 
amendments or related agreements thereto in effect at the Closing Time. 

3. Letter agreement, dated November 2, 2016, between Peerless Clothing Inc. and Seller, 
regarding a security deposit in the amount of $500,000, and any attacbnents, 
amendments or related agi-eements tiiereto in effect at the Closing Time. 
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4. Quotation, dated November 23, 2016, from SDR Distribution Services Inc., regarding 
hanging disti'ibution, and any attachments, amendments ox related agreements tlrereto in 
effect at the Closing Time. 

5. Professional services agreement, dated June 22, 2016 (with an effective date of July 5, 
2016), between Advantix Digital LLC and Seller, regarding digital marketing, and any 
attachments, amendments or related agreements thereto in effect at the Closing Time. 

6. Proposal from Advantix Digital LLC, dated May 33, 203 6, regarding digital marketiirg, 
•and any attachments, amendments or related agreements thereto in effect at the Closing 
Time, and any attachments, amendments or related agreements -Oiereto in effect at tlie 
Closing Time. 

7. Work services agreement and draft enrollment form, dated April 5, 2016, between 
American Express Travel Related Services Company, Inc. and Seller, regarding AMEX 
payment processing, and any attachments, amendments or related agreements thereto in 
effect at the Closing Time. 

8. Terms and condrtions/ro.erchant card acceptance agreement, undated, from Amex Banlc of 
Canada, regarding the terms governing the acceptance of American Express cards in 
Cimada, and any attachments, amendments or related agreements thereto in effect at the 
Closing Time. 

9. Merchant operating manual (Canada), dated April 2016, from American Express, 
regarding die policies and procedures governing Seller's acceptance of American Express 
cards, and any attachments, amendments or related agreements thereto in effect at the 
Closing Time. 

10. Mutual non-disclosure agreement, dated November 2, 2016, between Anchor HR 
Services Inc. and Seller, regarding the exchange of confidential information while the 
parties were contemplating entering into a commercial relationship, and any attachments, 
amendments or related agreements thereto in effect at the Closing Time. 

11. Terms of service agreement, dated November 14, 2016, and a proposal, between Anchor 
HR Services Inc. and Seller, regarding human resources consultation seivices in 
connection with Seller's reorganization, and any attachments, amendments or related 
agreements thereto in effect at the Closing Time. 

12. Code library license agreement, dated December 19, 2014, between B2 Processing 
Solutions and Seller, regarding a bridge between tlie pin pads and POS/RMS system, and 
any attachments, amendments or related agreements thereto in effect at the Closing Time. 

13. Master communications agreement (#1-354442841-M1), including the service schedule 
to master communications agreement, undated (but executed March 30 and 12, 2015), 
and all quotes, between Bell Canada and Seller, regarding Seller's corporate telephone 
system, and any attachments, amendments or related agreements "thereto in effect at the 
Closing Time. 
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14. Master comniuiiicatioris agreement (#1-354442841-M1), including the hosting sei-vices 
schedule to master communications agreement (retail), executed September 10,2014, and 
all appendices thereto, between Bell Canada and Seller, regarding olïsite system 
processing (Q9 networks), and any attachments, amendments or related agreements 
thereto in effect at the Closing Time. 

15. Internet protocol virtual private network (IPN VPN) service schedule, executed 
September 10, 2014, between BeU Canada and Seller, regai'ding W VPN/network 
services, and any attachments, amendments or related agreements thereto in effect at the 
Closing Time. 

16. Master equipment sale agreement (S151120663), undated, between Bell Canada/Bell 
AUant Regional Communications LP and Seller, providing terms to govern quotations 
that Will be attached as schedule A from time to time. 

17. BeU Canada Bell Total Connect service schedule to master communications agreement, 
dated December 21,2015, between Bell Canada and Seller. 

18. Subscription agreement, including quote 483451, dated June 18, 2014, for Seller horn 
bLoyal.com, which includes four packages for various subscription-based products that 
appear to relate to online services/e-commerce, data retrieval and marketing, regarding a 
CRM and PCS system, and. any attachments, amendments or related agreements thereto 
in effect at the Closing Time. 

19. Subscription agreement, including quote 484038, dated September 23, 2014, for Seller 
from bLoyal.com, which includes two quoted packages for a reporting database 
subscription, regarding a CRM and PCS system, and any attachments, amendments or 
related agreements thereto in effect at the Closing Time. 

20. Master license agreement, dated Februaiy 7, 2012, between Société Internationale de 
Promotion et de Creation S.A.S and Seller, as amended by amendments dated April 5, 
2012, August 2, 2012 and June 12, 2013, regarding tbe licensing and sub-licerismg of 
marks and Hechter designs in Canada in consideration of which Seller pays Société 
Ihtematlonale de Promotion et de Creation S.A.S certain royalties, and any attachments, 
amendments or related agreements thereto in effect at the Closing Time. 

21. Sub-license agreement, dated Febiuary 26, 2014, between Société Internationale de 
Promotion et de Creation S.A.S, Seller and Shanghai Shenda America LLC, regarding tlie 
snb-lioensing of marks, Hechter designs and domain names/sub-domain names in the 
United States of America in consideration of which Shanghai Shenda America LLC pays 
Seller certain royalties, and any attachments, amendments or related agreements thereto 
in effect at the Closing Time. 

22. Terms and conditions of Seller, dated April 14,2005, signed as accepted and agreed to by 
Freeman Formalwear, regarding shipping, adverrising, promotional materials, in store 
point of purchase support and other terms agreed to by Freeman Foimalw^, and any 
attachments, amendments or related agreements thereto in effect at the Closing Time. 
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23. E-mail dated September 24. 2014 trom Leonard Goldstein at Freeman Foimalwear to 
Paul Hudson at Seller, regarding a $99,000 credit and attaching a description of a "fixed 
cost pricing method". 

24. Canadian merchant agreement, dated November 15, 2007, between Givex Canada Corp. 
and Seller, regarding the supply of coupons and gift card services to Seller, and any 
attachments, amendments or related agreements thereto in effect at the Closing Time. 

25. Presentation deck and Schedule B Givex pricing page fi:om 2011/2012, regarding the 
supply of coupons and gift card services to Seller, and any attachments, amendments or 
related agreement-s thereto in effect at the Closing Time. 

26. Discover Canadian merchant operating regulations (R14.1), dated April 11, 2014, 
regarding debit and credit card processing, and any attachments, amendments or related 
agreements thereto in effect atthe Closing Time. 

27. Discover Canadian merchant services agreement, dated September 5, 2014, between 
Seller and DPS Services LLC, regarding debit and credit card processing, and any 
attachments, amendments or reiated agreements thereto in effect at the Closing Time. 

28. Global merchant agreement, dated July 19,2006, between Global Payments Direct, Inc., 
Seller, GPC Finaîicial Corporation (only in its capacity as "member" for VISA 
processing) and National Bank of Canada (only in its capacity as "member" for 
MasîterCard processing), as amended on July 27,2011 and September 12,2014, regarding 
debit and credit card processing, and any attachments, amendments or related agreements 
thereto in effect atthe Closing Time. 

29. Master lease and financing agreement number 5253307970 dated July 31,2014 between Hewlett-
Packard Financial Services Canada Company and Seller, providing the terms for tlie following 
schedules relating to a PCS hardware/software lease: 

(a) Schedule 5253307970000003, dated September 19, 2014, for approximately 
$106,1.53 in financed items, between Hewlett-Packard Financial Services Canada 
Company and Seller, regarding a POS hardware/software lease, and any 
acceptance certificates, amendments or related agreements thereto in effect at the 
Closing Time. 

(b) Schedule 5253307970000002 dated September 19, 2014 for approximately 
$275,023,50 in financed items, between Hewlett-Packard Financial Services 
Canada Company and Seller, regarding a POS hardware/software lease, and any 
acceptance certificates, amendments or related agreements thereto in effect at the 
Closing Time. 

(c) Schedule 5253307970000001 dated July 31, 2014 for appraximately $247,952 in 
fmanced items, between Hewlett-Packard Financial Services Canada Company 
and Seller, regarding a POS hardware/software lease, and any acceptance 
certificates, amendments or related agreements thereto in effect at the Closing 
Time. 
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30. IBM agreemcEt for services acquired èom an IBM business partner from IBM Canada 
and an accompanying statement of work, regarding ERP hardware maintenance, and any 
attachments, amendments or related agreements thereto in effect at the Closing Time. 

31. License agreement for software products, dated June 3, 1992, between Island Pacific 
Corporation and Seller, as amended on March 23, 2010, regarding BRP software 
maintenance, and any attachments, amendments or related agreements thereto in effect at 
the Closing Time. 

32. License agreement, dated October 18, 1988, between Grafton Group Limited and Island 
Pacific Systems Corporation, and any attachments, amendments or related agi'eements 
•fliereto in effect at the Closing Time. 

33. Volume pricing chain-wide plan fi:om SVÏ Retail, Inc. to Seller, and any attacliments, 
amendments or related agreements thereto in effect at the Closing Time, 

34. Maintenance agreement, dated December 7, 2011, and any end user license agreements, 
order forms and purchase orders, between QliIcTech Inc. and Seller, regarding the 
provision and maintenance of certain softN\'are, and any attachments, amendments or 
related agreements thereto in effect at the Closing Time. 

35. Service pricing agreement, dated April 14, 2016, between Payworlcs Inc. and Seller, 
regarding payroll, ancillary data processing services and human resources services for 
CQiporate employees, and any attachments, amendments or related agreements thereto in 
effect at the Closiug Time. 

36. Service pricing agreement, dated, May 29, 2015, between Payworks Inc. and Seller, 
^ - regarding payroll, ancillary data processing sei-yices and human resources services for 

coiporate employees, and any attachments, amendments or related agi'eements thereto in 
effect at the Closing Time. 

37. Software license and sendees agreement, dated June 27, 2012, between StoreForce 
Solutions Inc. and Seller, regarding , the licensing of StoreForce's enterprise-wide retail 
performance management, labour scheduling and business intelligence software for 
Seller's use, and any attachments, amendments or related agreements thereto in effect at 
the Closing Time. 

38. Signed proposal, dated August 10, 2015, between Summit Tech Communications Inc. 
and Seller, regarding e-commerce strategy and services, and any attachments, 
amendments or related agreements thereto in effect at the Closing Time. 

39. Sales and license agreement, dated June 10, 2013, between Supercrease Inc. and Seller, 
regarding the licensing of a system for applying resin ftom cartridges onto garments to 
form a permanent crease, die purchase of such cartridges and the related use of maries and 
copyrights, and any attachments, amendments or related agreements thereto in effect at 
the Closing Time, 
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40. Rental agreement, dated January 1, 2014, between Tallman Idealease and Seller, 
regarding the monthly truck rental of one truck, .and any attachments, amendments or 
related agreements thereto in effect at die Closing Time. 

41. Renewal offer, datedNoYember23,2016, between Telus/SlcyWii*eless Communications 
and Seller, regarding the provision of cell phones and tablets, and any attachments, 
amendments or related agreements thereto in effect at the Closing Time. 

42. Microsoft dynamics retail management system proposal and related invoices, dated June 
17, 2014, between Texo and Seller, regarding the licensing and maintenance of a retail 
management system software, and any attachments, amendments or related agreements 
thereto in effect at die Qosing Time. 

43. UPS contract carrier agreement, dated September 23, 2015, between United Parcel 
Service Canada Ltd. and Grafton Fraser Kingsport DC, regarding freight carrier services, 
and any attachments, amendments or related agreements diereto in effect at the Closing 
Time, 

44. Service agreement, effective as of December 16, 2013, between V/IS International and 
Seller, regarding physical inventor)' counting services, and any attaclunents, amendments 
or related agreements thereto in effect at the Closing Time. 

45. Lease and maintenance agreement, dated January 13, 2012, between Xerox and Seller, 
regarding Xerox photocopier equipment, and any attacliments, amendments or related 
agi'eements thereto in effect at die Closing Time. 

46. Facility rental service agreement, dated September 3, 2015, between Seller and Cintas, 
regarding floor mats, and any attachments, amendments or related agreements thereto in 
effect at the Closing Time. 

47. 2^^ revised rollout proposal, dated June 29, 2012, between Seller and Countwise LLC, 
regarding traffic counters in 30 stores, and any attachments, amendments or related 
agreements thereto in effect at the Closing Time. 

48. 2015 digital program statem^t of work, dated May 19, 2015, between Seller and DAG 
Group, regarding store music, and any attachments, amendments or related agreements 
thereto in effect at the Closing Time. 

49. 2015 local listings management statement of work, dated May 19, 2015, between Seller 
and DAC Group, regarding store music, and any attachments, amendments or related 
agreements thereto in effect at the Closing Time. 

50. schedule B technicians suggested ohecklist for the HVAC mamtenance inspection 
program, dated July 1, 2013, between Seller and Dixon Air & Heating Inc, and any 
attachments, amendments or related agreements thereto in effect at the Closing Time. 
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51. Account detail summary, dated August 2012, ûom Gunnebo, addressed to Seller, 
regarding health and safety, and any attachments, amendments or related agreements 
thereto in effect at the Closing Time. 

52. Confidential rate confirmation, dated June 16, 2016, from Quikti'ax, addressed to Seller, 
regarding a freight vendor, and any attachments, amendments or related agreements 
thereto in effect at the Closing Time. 

53. Retail distribution and license agreement, dated Januaiy 1, 2013, as amended January 26, 
2015, March 10, 2015 and August 1, 2015, between ABG-Jones, LLC ,and Seller, 
regarding Seller's use of the Jones New York licensed marks for menswear, and any 
attachments, amendments or related agreements thereto in effect at the Closing Time. 

D. Leases 

No later than February 17, 2017, Purchaser shall provide Seller with an updated list of Assumed 
Contracts, identi^dngHre Assumed Contracts associated with the Pm'chased Locations. 



Schedale 2.1(:Q 

Intellectual Property 

A. Trademarks 

Trademarlcs Owued by the Seller m Canada 

I. GRAPTON-
FRASERWC. 

AinOFLEX App 1165481 
RcgTMA628156 
RcglO-DEC.2004 

Rcgistofcd 
Rcne^VBl duc: lO-DEC-2019 

2. GRAFTON-
FRASERINC,, 

AVENUE RD. App 543159 
RcgTMA3I53S7 
Rog2(WUN-1986 

Registeied 
Renewal dncf 20-JUN-203I 

3. GRAFTON-
FRASERINC.. 

BA£3:C0UNmY App 645754 
RBgTMA38240S 
RBB29-MAR-i991 

Registered 
Rcncwiil One: 29-MAR-2021 

4. GRAFTON-
FRASERINC., 

DOSA DESIGN 

^as/4 
App 746049 
Rcg'ïMASyOG?? 
Rfig 13-NOV-2CK)2 

Registered 
Renewal duc; 13-NOV-2017 

5. GRAFfON-
FRASERINC. 

BRITCHES App 568666 
KcgTMA414940 
RCS30-JUL-1953 

Registered 
Rene^yal due: 30-JUL-2023 

6. GRAFTON-
FRASERÏNC. 

BRrrCKES CLASSIC 
SPORT DESIGN 

fmfcHES I t i i i i t  I I  m  

App S686S 
RegTMA4442l7 
Rcg 23-JUN.J995 

Rcgistwcd 
Renewal due; 23-JUN-2025 

7. GRAFTCW-
FRASBRINC. 

BRITCHES GREAT 
OUIDOOR COLLECTION 

'App 783867 
BcgTMA50S684 
Reg I7.DEC-1998 

Registered 
Renewal due: 17-DEC-2028 

g. GRAFTON-
FRASER INC. 

BRirCHESGREAT 
OUTDOORS 

App 842381 
RegTMA527329 
Rcg 04-îvtAY-2000 

Regislered 
Rcnnval due: 04-MAY-2030 

9. Orafton-Frascr 
Inc., 

BUSINESS CASUAL App 846835 
RcbTMA500S77 
Regl4-SEP-3998 

Registered 
Renewal due: 14.SEP-2028 

10. GRAFTON-
ÎRASERINO, 

C ARRINGTON&DES 

S^Carrington 

[GN App 516648 
RegTMA307085 
Rog20-SEP-1985 

Registered 
Renewal dHe;20-SBP-2030 
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•s. 

23. GRAFTOK-
PRASERINC. 

GR SIGNATURE SERIES 
DESIGN 
C I C t i A T U R C  « « . A i e »  

App 1524143 
RegTMA951840 
Reg ll-OCT-2016 

Registered 
Renewal dueiU'OCT-2031 . 

24. GRAFTON-
FRASER INC., 

GRAFTON & CO, 
DESIGN 

CRASTTOK & Co. 

App 573243 
RegTMA337868 
Regll-MAR-1988 

Registered 
Renewal due: ll-MAR-2018 

25. GRAFTON-
FRASBRINC, 

GRAFTON 1853 & 
DESIGN . 

G  f l  A F T  O N  
1 8 5 3  

App 1522461 
RegTMA950781 
Rcg29-SEP-2016 

Registered 
Renewal duc:29-SEP-2031 

25, QRAFTON-
FRASERINC. 

GRAFTON-ISSS LIQIED 
WOOL 

App I655S59 
RegTMA952403 
Reg 18-OGT-20M 

Registered 
Renewal duc!l8-OCT-2031 

27. GRAFTON-
FRASER INC., 

GRAFTON CLUB SINCE 
1853 
& DESIGN 

App 501597 
RcgTMA28S808 
Reg 13-JAN-1984 

Registered 
Riuicwal due: 13-JAN-2029 

28. Grûûon-ïïrascr 
Ino. 

HARWICK App 1209356 
RegTMA647678 
Reg09-SE?-2005 

Registered 
Renewal due: 09-SBP-2020 

25. ORAFTON-
FRASBRINC., 

.INTERNATIONAL 
ZONES 

App 609817 
RcgTMA383393 
Reg 26.APR-199I 

Registered 
Renewal due: 26-APR-2021 

30. ORAFTON-
FRASER INC., 

D4TERNATI0NAL 
ZONES ^DESIGN 

f ZOÉS 

App 609816 
116^^^386509 
Reg 12-JUL-1991 

Registered 
Renewal dues I2-JUL-2021 

31. Grafton-Fraser 
Inc. 

KINQSPORT App 1209354 
RcglMA647864 
Reg I3-SEP-2005 

Registered 
Renewal due: 13-SBP-2020 

32. Graftan-FfMcr 
Inc., 

LBISHMAN App 406292 
Reg TlyIA231809 
Reg 16-FEB-1979 

Registered 
Renewal due: 16-FEB-2024 

33. Grofton-Frascr 
Inc., 

LBISHMAN CLOTHES App 162831 
RegUCA13495 
Reg26-AUG-1933 

Registered 
Renewal due: 26-AUQ-2023 

k 
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.V.?"B-5Î3= 
•1- iT •;aj^'-v<v35>-yîîs^s.^as' 

48. GRAFTON-
FRASBRIKC, 

SK3NATDRE 
CARRÏNGTON 

App 1434479 
RegTMA7822l4 
Reg lO-NOV-2010 

Registered 
Renewal duc: lÛ-NOV-2025 

49. Grafton-Frascr 
Inc.. 

SIGNATUÎŒ SEMES 
DESIGN 
ê^Lunsoeries 

App 705702 
RegTMA4338S6 
Reg 30-SBP-i994 

Registered 
Rene^Yal due: 30-.SF.P-2024 

50, Grafton-Frascr 
Inc. 

STONEHOUSE App 1005491 
Reg DlAASeifiSO 
Reg 09.i£Ay-2002 

Regislcrtd 
Rencwil duc; 09-MAY-20i7 

51. GRAFTON-
FRASERJNC. 

THE SUIT EXCHANGE App 877362 
RegTMA529956 
Reg Û5.JUL-2ÛOO 

Registered 
Rciiewiil duc: 05-JUL-2030 

52. Graûon-Frascr 
Inc., 

TIPTOP App408077 
RcgTMA228964 
Rcgl4-JUL-1978 

Registered 
Renewal duel 14-JUL-2023 

53. Grafton-Fïaser 
Inc., 

Tip TOP BUSINESS 
CASUAL & DESIGN 

nnKmsci r & « n A LI 

App 848374 
BcgTMA500S92 
Rcgl4-.<5EP-1998 

Reglstuied 
Renewal due: 14-SEP-2028 

54. Grafton-Fraser 
Inc., 

TIP TOP CLASSICS App 1046184 
RcgTMAS76lOS 
Rcg20-FEB-2003 

Registered 
Renewal duc: 20-FEB-2018 

55. Grallou-Ffascr 
Inc., 

TIP TOP TAILORS App 104873 
ReBTMDA2a7S3 
Reg 20-JUL-1921 

Registered 
Renewal dne: 20-JUI,.-2031 

56. Grnfton-Prascr 
Inc., 

TIP TOP TAILORS & 
npfiTAM —. 

App 705693 
RegTMA438656 
Reg 03-FEB-1995 

Registered 
Renewal duet 03-FEB-2025 

56. Grnfton-Prascr 
Inc., 

TIPTOP 
miLORS 

App 705693 
RegTMA438656 
Reg 03-FEB-1995 

Registered 
Renewal duet 03-FEB-2025 

57. G/afton-?r<Ker 
Inc., 

TIP TOP VETEMENTS 
D'AFFAIRES 
DÉCONTRACTÉS & 

App 848373 
Reg TMA500S90 
Reg 14-SEP-2998 

Registered 
Renewal due: 14-SEP-2028 

58. Grafton-Fraser 
Inc., 

TIP TOP WAREHOUSE 
OUTLET & DESIGN 

App 511040 
Reg TMA29388S 
Reg 10-AUG-I984 

Registered 
Renewal due; lO-AVa-2029 



l«a=:iî;s:p 

•v.'TjL'L<::ii'5i;Macifli\rkri--vr« 

59. Qrafton-Fraser 
Inc., 

TT&CO. SÏOR.T, h 
[ 

f. 

App 701559 
RcgTMA429886 
RegOl-JUL-1994 

Registered 
Renewal due: Ol-JUL-2024 

60. Grnfton-Frascr 
Inc., 

rr & COMPANY App «62657 
RegTMA5in03 

Registered 
Renewal due! 27-APR-2029 

61. Graflon-Frascr 
Inc., 

'rT&COWl'ANY& 

c  o m p  a n y  

App 862658 
HcgTMA5ni04 
Rog27-APR-1999 

Registered 
Bcncwnl due; 27-APR-2029 

62. GRAFfON-
FRASERINC., 

UP COUNTRY 1 App 750753 
RcgTMA441932 

1 Rc£l4-APR-199S 

Registered 
Renewal due; 14-APR-2025 

Tracîemarlts Owned by tie Seller in Other Jurisdictions 

.Woîn'-fî? îGb'uhîryiL-

tiWM^MŜ èsàm ^^SîSï 
1. China Gralton-rrûscr Inc., GRAFTON 1853 & Design App 10666131 

Rcg 10666131 
Reg 08-28-2013 

Registered 
Renewal duc: 12-06-2023 

2, China Grfffton-Ftascr Ino., GRAFTON 1853 &Dcsign App 10666130 
Rcgi0666130 
Reg 08-28-2013 

Registered 
Renewal duel 12-06-2023 

3. Japan Qraûon-Frasertic., , GRAFTON 1853 feDesign App 24383/2012 
Rcg 5559375 
Rcg 02-22,-2013 

Registered 
Renewal due: 02-22-2023 

4. Korea Graflon-Frnscrinc., GRAFTON 1853 & Design App 45-2012-
0045464 
Rcg 45-0045464 
Rcg 07-12-2013 

Registered 
Renewal due; 07-13-2023 

5. US GRAFTON-FRASER INC. GEORGE RICHARDS KL 

GEORGE JUCUARDS XT. 

App 85442756 
Reg4971253 
RegO7-JUN-2016 

Registered 
AlEdavltUse due; 06-07-2022 
Renewal due; 06-07-2026 

6. US GRAFTON-RRASER INC. GR SIGNATURE SERIES 

I r 0 M E n 1 E K 

App 85441968 Fending 
Réponse duc; 05-28-2017 



7. US ORAFTON-FRASBR INC. GRAFTON 1853 

. . 
G"RAF;.t:ON 

••• IfiJ 

App 85440851 Fending 
Response due: 05-14-2017 

8. US GRAFTON-FRASER INC. MR. BIG AND TALL XL 

MR.BIOANDTALLXI> 

App 85441590 
llcg 4971252 
Re807-3UN-2016 

Registered 
Affidavit Use due; 06-07-2022 
RcnciVal due: 06-07-2026 

B, Business Names 

Grafloii Fraser Inc. 

C. Domam Names 

godaddv.com 

GEOF.GEiaCHAKDSMENSAVEAR.COM ' 
MRBrGAKDTALLMENSWEAR.COM 
TrPTOPTAILOKSMENSWBAKCOM 
GRAFTONFRASER.CA 
GRAFTONFRASER.COM 
MYGEORGERICHARDS.COM 
MYMRBIGANDTALL.COM 
MYTrPTGPTAILORS.COM 
GRAFrOK1852.CA 
GRAFTOK1852.COM 
GRAFTOK1853.CA 
GRAFTOK1853.COM 
GRXL.COM 
GRXL.CA 
GEORGERICHARDSXL.COM 
GEORGERICHARDSXL.CA 
GBORGERrCHARDSXLMENSWEAR.COM 
GEORGERICHARDSXLMENSWBAR.CA 
MYGEORGERICHARDSXL.COM 
MYGEORGERTCHARDSXL.CA " 
MRBIGAKDTALL.COM 
GFSFMOBILE.COM 
GEORGERICHARDS.COM 

instantdoinainregistration.com 

GRAFTOKHOUSE.COM 

Tn^vt^cadns.ca 

BRITCHBS.CA 
STONEHOUSEMENSWEAR.CA 



MRBIGANDTALL.CA 
KIKGSPORTCLOTHIERS .CA 
SUITEXCHANGE.CA 
GRAETON.CA 
GEORGERICHARDS .CA 
GRAETONHOUSE.CA 
MRBIGTALL.CA 
TIPTOPTAILOUS.CA 
TIPTOP.CA 



Schedule 2.2(a) 

Excluded Assets 

None. 



Schedule 2,2(c) 

Excluded Contracts 

A. Contracts 

1. Sponsorship agi'eement, dated March 4, 2015, between Seller, Rogers Sports Holdings 
Inc. and Rogers Blue Jays Partnership, and accompanying deal summaries, regai'ding 
advertising and sponsorship, and any attachments, amendments or related agreements 
thereto in effect at the Closing Time. 

2. Promotional agreement, dated April 22, 2016, between Seller, Rogers Sports Holdings 
Inc, and Rogers Blue Jays Partnership, regarding advertising and sponsorship, and any 
attachments, amendments or related agreements thereto in effect at the Closing Time. 

3. Vendor tenns and agreement, dated March 29, 2012, between Seller and Caulfeild 
Appai'el Group Ltd., regarding a merchant conliuct, and any attachments, amendments or 
related agi-eements thereto in effect at the Closing Time. 

4. Public advertising contract, dated July 25, 2015, between Seller and Core Media Inc., 
regarding advertising, and any attachments, amendments or related agreements thereto in. 
effect at the Closing Time. 

5. Public advertising contract, dated March 3, 2016, between Seller and Core Media Inc., 
regarding advertising, and any attacliments, amendments or related agreements thereto in 
effect at the Closing Time. 

6. Agreements with EDI Project, and any attachments, amendments or related agreements 
thereto in effect at the Closing Time. 

7. Service offer and agreement, dated February 13, 2012, between Seller and Gestion 4S 
Inc., regarding consulting for design, development and delivery of Microsoft Dynamics 
retail management system (point of sale system), and any attachments, amendments or 
related agreements thereto in effect at the Closing Tirtie. 

8. Service offer and agreement, dated June 25, 2014, between Seller and Gestion 4S Inc., 
regarding consulting for support for the development, launch and management of Seller's 
"big world" brand e-commerce webstores, and any attachments, amendments or related 
agreements thereto in effect at the Closing Time. 

9. Agreements with GBG related to Jones New York, and any attachments, amendments or 
related agreements thereto in effect at the Closing Time. 

10. Agreement, dated August 19, 2016, between Seller and 114161 Canada Inc. (d/b/a 
Remco), including a rate proposal and temis and conditions, dated April 12, 2016, 
regarding a freight vendor, and any attachments, amendments or related agreements 
thereto in effect at the Closing Time. 



- 2 -

11. Agreement with Return Path, regarding the auditing of Seller's e-mail list, and any 
attachments, amendments or related agreements thereto in effect at the Closing Time. 

12. Agi'eement with SPS Commerce, and any attachments, amendments or related 
agreements thereto in effect at the Closing Time. 

13. Agreement with Triversity, regarding Seller's old point of sale system, and any 
attachments, amendments or related agreements thereto in effect at the Closing Time. 

14. Services agreement, dated December 12, 2012, between Seller and Trustwave Canada 
Inc., regarding PCI compliance, and any attachments, amendments or related agreements 
thereto in effect at the Closing Time, 

15. Conflict minerals policy, dated June 18, 2013, between Jones Investment Co. Inc. and 
Seller, and any attachments, amendments or related agreements thereto in effect at the 
Closing Time. 

B.. Leases 

No later than February 17, 2017, Purchaser shall provide Seller with a list of the Excluded 
Conti'aots for the Seller leases that will not be assigned. 



Schedule 2.3(e) 

Assumed Accounts Payable 

No later than February 17, 2017, Purchaser shall provide Seller with a list of the Assumed 
Accounts Payable in connection with the Purchased Locations, 



Schedule 3.3 

Guardnteed Purchase Price AUocatioa 

No later than February 17, 2017, Purchaser shall provide Seller with the Giiaranteed Purchase 
Price Allocation. 



Schedule 6.4(m) 

Assumed Real Property Leases and Assumed Contracts Conditional to Closing 

A. Contracts 

1. VeWcle lease agreement and disclosure statement, dated August 11, 2016, between Seller 
and Agincourt Mazda, regarding a car lease for Lance Itkoff, and any attachments, 
amendments or related agreements thereto in effect at the Closing Time. 

2. Professional services agreement, dated June 22, 2016 (vAfh. an effective date of July 5, 
2016), and a proposal dated May 31, 2016, between Advantix Digital LLC and Seller, 
regarding digital marketing, and any attachments, amendments or related agreements 
thereto in effect at the Closing Time. 

3. Work services agreement and draft enrollment form, dated April 5, 2016, between 
American Express Travel Related Services Company, Inc. and Seller, regarding AMEX 
payment processing, and any attachments, amendments or related agreements thereto in 
effect at the Closing Time. 

4. Tenns and conditions/merchant card acceptance agreement, undated, from Amex Bank of 
Canada, regarding the terms governing the acceptance of American Express cards in 
Canada, and any attachments, amendments or related agreements thereto in effect at the 
Closing Time, 

5. Merchant operating manual (Canada), dated April 2016, &om American Express, 
regarding the policies and procedures governing Seller's acceptance of American Express 
cards, and any attachments, amendments or related agreements thereto in effect at the 
Closing Time, 

6. Mutual non-disclosure agreement, dated November 2, 2016, between Anchor HR 
Services Inc. and Seller, regarding the exchange of confidential information while the 
parties were contemplating entering into a commercial relationship, and any attachments, 
amendments or related agreements thereto in effect at the Closing Time. 

7. Code library license agreement, dated December 19, 2014, between B2 Processing 
Solutions and Seller, regarding a bridge between the pin pads and POS/RMS system, and 
any attachments, amendments or related agreements tliereto in effect at the Closing Time. 

8. Appendix A-4 (co-location service in Q9 facility), executed September 10,2014, between 
Bell Canada and Seller. 

9. Internet protocol virtual private network (IPN VPN) service schedule, executed 
September 10, 2014, between Bell Canada and Seller, regarding IP VPN/network 
services, and any attachments, amendments or related agreements thereto in effect at die 
Closing Time. 
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10. Master license agreement, dated February 7, 2012, between Société Internationale de 
Promotion et de Creation S.A.S and Seller, as amended by amendments dated April 5, 
2012, August 2, 2012 and Jime 12, 2013, regarding the licensing and sub-licensing of 
marks and Hechter designs in Canada in consideration of which Seller pays Société 
Internationale de Promotion et de Creation S.A.S certain royalties, and any attacliments, 
amendments or related agreements thereto in effect at the Closing Time. 

11. Discover Canadian merchant operating regulations (R14.1), dated April 11, 2014, 
regarding debit and credit card processir^, and any attachments, amendments or related 
agreements thereto in effect at the Closing Time. 

12. Discover Canadian merchant services agreement, dated September 5, 2014, between 
Seller and DFS Services LLC, regarding debit and credit card processing, and any 
attachments, amendments or related agreements thereto in effect at the Closing Time. 

13. Global merchant agreement, dated July 19,2006, between Global Payments Direct, Inc., 
Seller, GPC Financial Corporation (only in its capacity as "member" for VISA 
processing) and National Baiilc of Canada (only in its capacity as "member" for 
MasterCard processing), as amended on July 27,2011 and September 12,2014, regarding 
debit and credit card processing, and any attachments, amendments or related agreements 
thereto in effect at the Closing Time. 

14. Master lease and financmg agreement number 5253307970 dated July 31, 2014 between 
Hewlett-Packard Financial Services Canada Company and Seller, providing the terms for 
the following schedules relating to a POS hardware/software lease: 

(a) Schedule .5253307970000003, dated September 19, 2014, for approximately 
$106,153 in financed items, between Plewlett-Paclcai'd Financial Services Canada 
.Company and Seller, regarding a POS hardware/software lease, and any 
acceptance certificates, amendments or related agreements thereto in effect at the 
Closing Time, 

(b) Schedule 5253307970000002 dated September 19, 2014 for approximately 
$275,023.50 in financed items, between Hewlett-Packard Financial Services 
Canada Company and Seller, regarding a POS hardware/software lease, and any 
acceptance certificates, amendments or related agreements thereto in effect at the 
Closing Time, 

(c) Schedule 5253307970000001 dated July 31, 2014 for approximately $247,952 in 
financed items, between Hewlett-Packard Financial Services Canada Company 
and Seller, regarding a POS hardware/softwar-e lease, and any acceptance 
certificates, amendments or related agreements thereto in effect at the Closing 
Time. 

15. License agreement for software products, dated June 3, 1992, between Island Pacific 
Corporation and Seller, as amended on March 23, 2010, regarding ERP software 
maintenance, and any attachments, amendments or related agreements thereto in effect at 
the Closing Time. 
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16. Service pricing agreement, dated April 14, 2016, between Payworks Inc. and Seller, 
regarding payroll, ancillary data processing services and human resources services for 
corporate employees, and any attachments, amendments or related agreements thereto in 
effect at the Closing Time. 

17. Sei'vice pricing agreement, dated May 29, 2015, between Payworks Inc. and Seller, 
regarding payroll, ancillary data processing services and human resources services for 
corporate employees, and any attachments, amendments or related agreements thereto in 
effect at the Closing Time. 

18. Software license and services agreement, dated June 27, 2012, between StoreForce 
Solutions Inc. and Seller, regarding the licensing of StoreForce's enterprise-wide retail 
performance management, labour scheduling and business intelligence software for 
Seller's use, and any attachments, amendments or related agreements thereto in effect at 
the Closing Time. 

19. Rental agreement, dated January 1, 2014, between Tallman Idealease and Seller, 
regarding the monthly truck rental of one truck, and any attachments, amendments or 
related agreements thereto in effect at the Closing Time. 

20. Renewal offer, dated "November 23, 2016, between Telus/Sky Wireless Communications 
and Seller, regarding the prowsion of cell phones and tablets, and any attachments, 
amendments or related agreements thereto in effect at the Closing Time. 

21. Lease and maintenance agreement, dated January 13, 2012, between Xerox and Seller, 
regai'ding Xerox photocopier equ^ment, and any attachments, amendmente or related 

. agreements thereto in effect at the Closing Time. 

22. Retail distibution and hcense agreement, dated January 1,2013, as amended January 26, 
2015, March 10, 2015 and August 1, 2015, between ABG-Jones, LLC and Seller, 
regarding Seller's use of the Jones New York licensed marks for mensweai, and any 
attachments, amendments or related agreements thereto in effect at the Closing Time. 

B. Leases 

No later than February 17, 2017, Purchaser shall provide Seller with a list of Assumed Contracts 
for the Purchased Locations it wishes to acquire requiring Third Party Consents or a CCAA 
Assignment Order. 



Schedule 9.1 

Stalïâng Horse and SISP Order 

See attached. 



Court File No. 

ONTÀBXO 
SUPEïaOR COURT OF JUSTICE 

COMMERCIAL LIST 

THE HONOURABLE < ) MONDAY, TFÏE 30"^ 
DAY OF JANUARY, 2017 

JUSTICE 

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

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

THIS MOTION, made by tlie 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 Sxinsworn Jauuaiy 24, 2017 and the Exhibits 

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

capacity as the proposed monitor of the Applicant, dated January 24,2017, and the Appendices 

thereto, the first report of Richter, in its capacity as monitor of the Applicant (the "Monitor"), 

dated January <§> ,2017, and the Appendices thereto, and on hearing the submissions of 

counsel for the Applicant, counsel for the Monitor, counsel for Canadian Imperial Bank of 

Commra:ce ("CÏBC"), counsel for GSO Capital Partners LP ("G?SO"), and such other parties as 

were present, no one else appearing for any odier party although duly served as appears from the 

affidavits of service of Irene Artuso sworn January 24,2017 and January <§>, 2017, filed. 

(the "Applicant") 

ORDER 
(Stalking Horse & SISP) 



SERVICE & DEFINITIONS 

1. THIS COURT ORDERS thatthe time for service of the Notice of Motion and the Motion 

Record is hereby abridged and validated so that this Motion is properly returnable today and 

hereby dispenses with further service thereof. 

2. THIS COURT ORDERS that capitalized terms used in this Order and not otherwise 

defmed shall have the meaning ascribed to them under (1) the asset purchase agreement dated 

January <§>,2017 (the "Stalking Horse Agreement) between the Applicant and 1104307 

B.C. Ltd, (the "Stalldng Horse Bidder"); or (ii) the sale and investment soHcitation process 

attached hereto as Schedule "A" (the "SISP"), as the case may be. 

APPROVAL OF STALKING HORSE AGREEMENT 

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

performance by the Applicant of the Stalking Horse Agreement be and is hereby ratified, 

authorized and approYtd, provided, however, that nothing contained intliis Order approves the 

sale or the vesting of the Purchased Assets to the Stalking Horse Bidder pursuant to the Stalking 

Horse Agreement and that, if the Stalking Horse Agreement is the Successful Bid under the 

SISP, the approval of the sale and vesting of the Purchased Assets to the Stalking Horse Bidder 

shall bo considered by tliis Court on a subsequent motion made to this Court following 

completion of the SISP. 

4. THIS COURT ORDERS that the Stalking Horse Agreement be and is hereby approved 

and accepted solely for the piuposes of being the Stalking Horse Bid under the SISP and subject 

to the further Order of the Court referred to in paragraph 3 above. 

5. THIS COURT ORDERS that the Stalking Horse Agreement shall not be rendered invalid 

or unenforceable and the rights and remedies of the Stalking Horse Bidder thereunder shall not 

otherwise be limited or impaired in anyway by (a) the Applicant's CCAA proceedings and the 

declai'ations of insolvency made in connection therewith; (b) any applioation(s) for banlcruptcy 

order(s) issued pursuant to the Bankruptcy and Imolvency Act (Canada) (the "BIA"), or any 

bankruptcy order made pursuant to such applications; (c) the filing ofany 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 
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respect to boirowings, inciirring debt or the creation of security interests, liens, charges and 

encumbrances, claims of secured creditors, statutory or otherwise, contained in any existing ban 

documents, lease, sublease, offer to lease or other agreement (collectively, an "Agi-eement'^ 

which binds the Applicant, and notwithstanding any provision to the contrary in any Agreement: 

(a) the execution, delivery or pefbrmance of the Stallcing Horse Agreement shall not 

create or be deemed to constitute a breach by the Applicant of any Agreement to 

which it is a party; and 

(b) the Stalking Horse Bidder shall not have any liability to any person whatsoever as a 

result of any breach of any Agreement caused by or resulting fi:om die Applicant 

entering into tlie Stalking Horse Agreement 

APPROVAL OF SISP 

6. THIS COURT ORDERS that the SISP attached hereto as Schedule "A" (subject to such 

non-material amendments as may be agreed to by the Applicant, the ABL Agent and the DIP 

Lenders and approved by the Monitor) be and is hereby approved and the Applicant and the 

Monitor are hereby authorized and directed to take such steps as they deem necessary or 

advisable (subject to the tenus of the SISP) to carry out the SISP, subject to prior approval of this 

Court being obtained before completion of any transaction(s) under the SISP. 

7. . THIS COURT ORDERS that tlie Applicant and tlie Monitor and their respective 

affiliates, partners, directors, employees, agents and controlling persons shall have no liability 

with respect to any and all losses, claims, damages or liability of any nature or kind to any person 

in connection with or as a result of performing their duties under the SISP, except to the extent of 

such losses, claims, damages or liabilities resulting Iroin the gross negligence or wilful 

misconduct of the Applicant or the Monitor, as applicable, as determined by the Court. 

8. THIS COURT ORDERS that, pursuant to clause 7(3 )(c) of the Canada Personal 

Information Protection and Electronic Documents Act^ the Applicant is hereby authorized and 

permitted to disclose and transfer to each potential bidder (the "Bidders") (including, without 

limitation, the Stalking Horse Bidder) and to their advisors, if requested by such Bidders, 

personal information of identifiable individuals, including, without limitation, all human 

resources and payroll information in the Applicairt's records pertaining to the Applicant's past 
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and cuitent employees, but only to the extent desirable or required to negotiate or attempt to 

complete a sale of the Assets and/or the Business ("Sale"). Each Bidder to whom such personal 

information is disclosed shall maintain and protect the privacy of such information and limit the 

use of such information to its evaluation of the Sale, and if It does not complete a Sale, shall 

return all such information to the Applicant, or in the alternative destroy all such information, 

The Successful Bidder(s) shall maintain and protect the privacy of such infoimation and, upon 

closing of the transaction contemplated in the Successful Bid(s), shall be entitled to use the 

personal information provided to it that is related to the Assets and/or Business acquired pursuant 

to tlie Sale in a manner which is in all material respects identical to the prior use of such 

information by the Applicant, and shall return all other personal information to the Applicant, or 

ensure that all other personal information is destroyed. 

GENERAL 

9. 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 tlie 

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, 

10. 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, regulatoiy or administrative 

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

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

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

juirsdiction outside Canada. 



SALE Am INVESTOR SOLÎCXTATION PROCESS 

On January 25, 2017, Grafton-Fraser Inc. (the "Company") filed an application for an 
Initial Order under the Companies' Creditors Arrangement Act (Canada) (the "CCAA") and 
Kichtex Advisory Group Inc. "was appointed as the monitor (the "Monitor*")-

On January 30, 2017, the Ontario Superior Court of Justice (Commercial List) (the 
"Court") made an order, which, among other things: (a) approved this sale and investor 
solicitation process (the "SÏSP"), and (b) authorized the execution by the Company of the 
agreement of purchase and sale between the Company and 1104307 B.C. Ltd, dated January 24, 
2017 (the "Stalking Horse Agreement") as the stalking horse bid for the purpose of conducting 
theSISP. 

The purpose of the SISP is to identify one or more financiers, purchasers of and/or 
investors in the Company, the Business and/oi Assets (each as defined below) to make an ofier 
(each a "Bid") that is superior to the offer contemplated by the Stalldng Horse Agreement, and to 
complete the ti-ansactions contemplated by any such offer, or by the Stalking Horse Agreement if 
no other offers are accepted. Set forth below are tlie procedures (tlie "SISP Procedui'es") that 
shall govern the SÏSP and any transactions consummated as a result thereof. 

1. Defined Terms 

The followmg capitalized ternis have the following meanings when used in this SISP; 

"Acknowledgment of the SISP" means an ackno\yIedgment of the SISP in the 
foim attached as Schedule "A" hereto; 

"Additional Confidential Information" means information required to match 
the financial Information of a retail store operated by the Company with the 
location of such a store; 

"Aggregate Bid" means a comhination of Portion Bids that do not overlap for 
AvSsets sought to be purchased, and which, when totalled, equal or exceed the 
Minimum Bid Amount; 

"Assets" means the assets, undertakings and property of the Company; 

"Auction" has the meaning given to it in Section 13(b); 

"Auction Procedure" has the meaning given to it in Section 13(b); 

"Back-Up Bid Expiration Date" has the meaning given to it in Section 16; 

"Back-Up Bid" has the meaning given to it in Section 3 3(a)(ii); 

"Back-Up Bidder" has the meaning given to it in Section 13(a)(ii); 

"Bid" has the meaning given to it in the introduction; 



"Business" means the business of retailing men's apparel and accessories carried 
on by the Company; 

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

"CCAA" has the meaning given to it in the introduction; 

"Company" has the meaning given to it in the introduction; 

"Confidential Teaser" means the confidential teaser describing the opportunity 
to acquire all or substantially all ofthe Assets or invest in the Business; 

"Confidentiality Agreement" means the confidentiality agreement, with terms 
satisfactory to the Monitor and the Company, entered Into between the Company 
and an Interested Party; 

"Court" has the meaning given to it in the introduction; 

"Data Room" means an electronic data room compiled by the Company 
containing confidential information in respect of the Company, the Business and 
the Assets; 

"Deposit" has the meaning given to it in Section 9(j); 

"Dollars" or means Canadian dollars; 

"Form Purchase Agreemenf ' means the template agreement of purchase and 
sale posted in the Data Room; 

"Guaranteed Purchase Price" has the meaning given to it in the Stalking Horse 
Agreement; 

"Interested Party" has the meaning given to it in Section 2; 

"Investment Proposal" has the meaning given to it in Section 7; 

"Management has the meaning given to it in Section 4; 

"Minimum Bid Amount" means in the case of a Sale Proposal or Investment 
Proposal, an overall result or value which the Company in consultation with the 
Monitor considers equivalent or better than 102% of an amount required to repay 
the Secured Debt and the ABL Obligations (in each case as defined in the 
Stalking Horse Agreement) and any amounts payable in priority to those 
obligations in fiill whieh sum is estimated to be $65,000,000 to be updated by the 
Monitor at least 5 days before the Phase I Bid Deadline; 

"Monitor" has the meaning given to in the introduction; 
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"Outside Date" means June 15, 2017 or such other date as the Company, the 
Monitor and Successful Bidder(s) and the Back-Up Bidder may agree, acting 
reasonably; 

"Participation Notice" has the meaning given to it in Section 4; 

"Phase I Bid" means an imtial bid submitted by an Interested Party pursuant to 
Section 7 hereof; 

"Phase I Bid Deadline" as the meaning given to it in Section 7 hereof; 

"Phase I Bidder" means a bidder submitting a Phase I Bid; 

"Phase I Participant Requirements" has the meaning given to it in Section 8 
hereof; 

'Thase II Bid" means a Bid submitted by a Qualified Phase I Bidder; 

"Phase H Bidder" means a bidder submitting a Phase H Bid; 

'ThaseH Bid Deadline" has the meaning given to it in Section 7; 

"Portion Bid" means a Bid for less than all or substantially all of the Assets that 
is otlierwise a Qualified Phase I Bid or a Qualified Phase ÎÎ Bid; 

"Portion Bidder" means a Qualified Phase I Bidder and/or a Qualified Phase II 
Bidder that submits a Portion Bid; 

"Purchase Price" has the meaning given to it in Section 9(b)(i); 

'^Qualified Phase I Bid" means a Phase I Bid that satisfies the conditions set out 
in Section 9 hereof. A Portion Bid may be a Qualified Phase I Bid; 

"Qualified Phase I Bidder" means a bidder submitting a Qualified Phase I Bid; 

"Qualified Phase H Bid" means a Phase H Bid that satisfies the conditions set 
out in Section 12 hereof. A Portion Bid may he a Qualified Phase 11 Bid; 

"Qualified Phase H Bidder" means bidder submitting a Qualified Phase II Bid; 

"Qualified Investment Bid" is an Investment Proposal that is determined to be a 
Qualified Phase 11 Bid by the Company and the Monitor pursuant to Section 12; 

"Qualified Sale Bid" is a Sale Proposal that is determined to be a Qualified Phase 
II Bid by the Company and the Monitor pursuant to Section 12; 

"Sale Proposal" has the meaning given to it in Section 7; 
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"Secured Lenders" means the GSO Capital Partners LP and Canadian Imperial 
Bank of Commerce in their capacity as secured lenders of the Company; 

"SISP" has the meaning given to it in the intrcduotion; 

"SISP Procedures" has the meaning given to it in the introduction; 

"Stalking Horse Agreement" has the meaning given to it in the introduction; 

"Stalldng Horse Bidder" means 1104307 B.C. Ltd ., or an affiliate thereof; 

"Successful Bid" has the meaning given to it in Section 13(a)(i); and 

"Successful Bidder" has the meaning given to it in Section 13(a)(i). 

2. The SISP Procedures 

The SISP shall consist of two phases. In the first phase, any interested party (an 
"Interested Pai'ty") that meets the preliminary paiticipant requirements set out herein, 
including having executed a Confidentiality Agreement and an Acknowledgment of the 
SISP, shall be provided the Confidential Teaser and access to the Data Room in order to 
prepare and submit a Phase I Bid by die Phase I Bid Deadline. Phase I Bidders that are 
deteimined by the Company, in consultation with the Monitor, to be Qualified Phase I 
Bidders shall be invited to participate in the second phase wherein they will be given 
access to the Additional Confidential Information in order to complete diligeiioe prior to 
submitting a Phase 11 Bid by die Phase II Bid Deadline. 

The Company, in consultation with the Monitor, shall supervise the SISP Procedures and 
each will generally consult with the other in respect of all matter.s arising out of these 
SISP Procedures. The Monitor shall direct and preside over the Auction, if applicable, In 
the event that there is disagreement as to the interpretation or application of these SISP 
Procedui-es, the Couit will have the jurisdiction to hear and resolve such dispute, 

3. "As Is. Where Is" 

The sale of the Business or any part of the Assets or investment in the Company will be 
on an "as is, where is" basis and without surviving representations or warranties of any 
kind, nature or description by the Company, the Monitor or any of their employees, 
offîcers, directors, agents or advisors, except to the extent set forth in the relevant 
definitive sale or investment agreement with a Successful Bidder. 

By participating in this process, each Interested Party is deemed to acknowledge and 
represent that it has had an opportunity to conduct any and all due diligence regarding the 
Business, the Assets or the Company prior to making its Bid, that it has relied solely on 
its own independent review, investigation, and/oi inspection of any documents and/or 
regarding the Business, the Assets or the Company in making its Bid, and that it did not 
rely on any written or oral statements, representations, promises, warranties, conditions 
or guaranties whatsoever, whether express, implied, by operation of law or otherwise, 
regai'ding the Business, the Assets or the Company or the completeness of any 
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inlbrmation provided in conneotion therewith, except as expressly stated in the terms of 
emy definitive transaction documents. 

4. Role of Management of the Comnanv 

In the event that any party or parties involved in the management of the Company 
("Management") intends to submit a Bid pursuant to the SISP, any such party or parties 
must advise the Monitor of such intention in writing by February 15,2017 (the 
"Participation Notice"). Upon receipt of a Participation Notice, the Monitor will 
assume the role of the Company in the SISP Procedures with such modifications as are 
necessary, and Management will be excluded fiom any participation in the SISP that 
might create an unfair advantage or jeopardize the integrity of the SISP. For greater 
certainty, any such party or parties delivering a Participation Notice will be subject to the 
SISP Prooedm'es as an Interested Party. 

5. Role of the Monitor 

The Monitor's responsibilities pursuant to the SISP include: 

(a) Consulting with tlie Company in connection with the bidding procedures included 
in this SISP and the closing of the transaction contemplated in the Successful 
Bid(s); 

(b) Overseeing the SISP Procedures; 

(c) Reporting to the Court in connection witli the SISP Procedures including the 
bidding procedures included in this SISP and tbe closing of the transaction 
contemplated in the Successful Bid(s); 

(d) Conducting an Auction if necessary in accordance with the Auction Procedures 
attached hereto as Sohedide "C"; and 

(c) Assisting the Company to facilitate information requests including assisting the 
Company in preparing or modifying financial information to assist with the 
bidding procedures included in this SISP and the closing of the transaction 
contemplated in the Successful Bid(s) (including the Stalldng Horse Agreement). 

6. Access to Due Diligence Matenals 

Only Interested Parties that satisfy the Phase I Participant Requirements will be eligible 
to receive the Confidential Teaser and access to the Data Room. If the Company, in 
consultation with the Monitor, determines that a Phase I Bidder does not constitute a 
Qualified Phase I Bidder, then such Phase I Bidder shall not be eligible to receive the 
Additional Confidential Information, 

The Company, with the assistance of the Monitor, will be responsible for the 
coordination of all reasonable requests for additional information and due-diligence 
access from Interested Parties. Neitber the Company nor the Monitor shall be obligated to 
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fomisli any due diligence information after the Phase I Bid Deadline other than the 
Additional Confidential Information to Qualified Phase Ï Bidders before the Phase II Bid 
Deadline. Neither the Company nor the Monitor shall be obligated to furnish any due 
diligence information after the Phase II Bid Deadline, provided however that the 
Company and Monitor may, but are not obligated to, provide further information 
including, without limitation, financial information to the Successful Bidder (including 
the Stalking Horse Bidder). Neither the Company nor the Monitor is responsible for, and 
will bear no liability with respect to, any information obtained by any party in connection 
with the sale of the Assets and the Business. 

7, Bid Deadlines 

An Interested Parly that washes to make a Bid to (a) acquire the Business or all, 
substantially all or any part of the Assets, including any offer to acquire some or all of the 
Company^s retail store leases, intellectual property and furniture, fixtures and equipment 
(a "Sale Proposal"), or (b) make an investment in the Company by way of private 
issuances, sale or placement of newly issued or treasury equity, equity-linlced or debt 

. secuiities, instruments or obligations of the Company with one or more lenders and/or 
investors or security holders (an "Investment Proposal"), must deliver an executed copy 
of a Phase I Bid to the Monitor, at the address specified in Schedule "B" hereto 
(including by email) so as to be received by it not later thart 5:00 p.m. (Eastern Timel 
on March 13, 2017. or such other later date or time as may be agreed by the Company 
and the Monitor with ihe consent of the Secured Lenders (the "Phase 1 Bid Deadline"). 

All Phase 11 Bids must be submitted to the Monitor, at the address specified in 
Schedule "B" hei-eto (including by email) so as to be received by it not later than 5:00 
p.m. nSastern Time! on March 24. 2Q17> or such Other later date or time as may be 
agreed by the Company and the Monitor with fiie consent of the Secured Lenders (the 
"Phase n Bid Deadline"). 

PHASE I 

8, Phase 1 Participant Requirements. 

To participate in Phase I of the SÎSP and to otherwise be considered for any purpose 
hereunder, each Interested Party must provide the Company with an executed copy of 
each of the following prior to being provided with the Confidential Teaser and access to 
the Data Room: (i) a Confidentiality Agreement; and (ii) an Aclcnowledgement of the 
SISP (collectively, the "Phase I Participant Requirements"). 

9, Qualified Phase I Bids 

Only Qualified Phase I Bidders shall be allowed to participate in Phase II of the SISP. In 
order for the Company to determine whether an Interested Party is a Qualified Phase I 
Bidder, the Interested Party must provide, in form and substance satisfactory to the 
Company, in consultation with the Monitor, each of the following on or before the Phase 
Ï Bid Deadline; 
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(a) Irrevocable Bid: A cover letter stating that the Phase I Bid is irrevocable nntil 
CoMTt approval of the Successhil Bid(s), provided that if such Phase I Bidder is 
selected as the Successful Bidder or the Baok-Up Bidder, its Phase I Bid shall 
remain irrevocable until the Back-Up Bid Expiration Date (as defined below); 

(b) which includes: 

(i) Sale Proposai: in the case of a Sale Proposal, a duly authorized and 
executed definitive purchase agreement together with all completed 
schedules thereto substantially in the form of the Form Purchase 
Agreement containing the detailed terms and conditions of the proposed 
transaction, including identifioation of the Business or the Assets proposed 
to be acquired, the obligations to be assumed, the purchase price for the 
Business or Assets proposed to be acquired (the 'Turchase Price")» the 
detailed structure and financing of the proposed transaction, together with 
a blacldine comparing the purchase agreement submitted to the Fonn 
Purchase Agreement; and 

(ii) Investment Proposal: in the case of an Investment Proposal, a duly 
authorized and executed binding term sheet describing the detailed terms 
and conditions of die proposed transaction, including details regarding the 
proposed equity and debt structure of the Company following completion 
of the proposed transaction, the direct or indirect investment target and the 
aggregate amount of equity and debt investment (including the sources of 
such capital, the underlying assumptions regaining the pro forma capital 
structure, as well as anticipated tranches of debt, debt service fees, interest 
and amortization) to be made in the Company, and the debt, equity, or 
other securities, if any, proposed to be allocated to creditors of the 
Company; 

(c) Purchase Price: Evidence that the Purchase Price (in the case of a Sale Proposal) 
or imputed value (in the case of an Investment Proposal) rmder the Phase I Bid or 
Aggregate Bid shall be an amount equal to or greater than the Minimum Bid 
Amount; provided that any Portion Bidder shall not be subject to the Minimum 
Bid Amount except to the extent that it forms an Aggregate Bid; 

(d) Proof of Financial Ability to Perform: Written evidence upon which the Company 
and the Monitor may reasonably conclude that the Interested Party has tlie 
necessary financial ability to close the contemplated transaction on or before the 
Outside Date and provide adequate assurance of future performance of all 
obligations to be assumed in such contemplated transaction. Such information 
should include, among other tilings, the followiag: 

(1) evidence of the Interested Party's internal resources and proof of any debt 
or equify ftinding commitments that are needed to close "the contemplated 
transaction; 
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(ii) contact names and phone numbers for verification of financing sources; 
and 

(iii) any such other form of financial disclosure or credit-q.uality support 
information or enhancement requested by and reasonably acceptable to the 
Company and the Monitor demonstrating that such Interested Party has the 
ability to close the contemplated transaction; 

(e) Unconditional Bid: Evidence that it is not conditioned on (i) the outcome of 
unperformed due diligence other than review of the Additional Confidential 
Information and/or (ii) obtaining finanoing; 

(f) Identification: Full written disolosui'e of the identity of eaeh person (including any 
person that conti-ols such person) that will be directly or mdirectly sponsoring or 
participating in die Phase I Bid, including whetlrer any prior or current member of 
the Company's boai'd, management, any employee or consultant to the Company 
or any creditor) or shareholder of the Company is involved in any way with the 
Phase 1 Bid or assisted with the Phase I Bid, and the complete terms of any such 
participation as well as evidence of corporate autliority to sponsor or participate in 
the Phase I Bid; 

(g) Acknowledgment: An acknowledgement and representation that the Interested 
Party; (i) has relied solely upon its own independent review, investigation and/or 
inspection of any documents regarding the Business and/or the Assets to be 
acquired, liabilities to be assumed or the Company in making its Phase Î Bid; and 
(ii) did not rely upon any written or oral statements, representations, promises, 
warranties conditions or guai-anties whatsoever, whether express or implied (by 
operation of law or otherwise) by the Company, the Monitor or any of their 
respective employees, directors, officers, agents, advisors or other representatives, 
regarding tlie Business, Assets to be acquired, liabilities to be assumed, tlie 
Company or the completeness of any information provided in connection 
therewith, except as expressly provided in any definitive ti-ansaction documents; 

(h) Authorization.' Evidence, in form and substance reasonably satisfactory to the 
Company and tlie Monitor, of authorization and approval fioin the Interested 
Paity's board of directors (or comparable governing body) with respect to the 
submission, execution, delivery and ciosiug of the transaction contemplated by 
the Phase I Bid, and identification of any anticipated shareholder, regulatory or 
other approvals outstanding, and the anticipated time frame and any anticipated 
impediments for obtaining such approvals; 

(j) Break or Tennination Fee: Evidence that it does not include any request for or 
entitlement to any break.or tennination fee, expense reimbursement or similar 
type ofpaymenti 

(j) Deposit: A cash deposit (the "Deposit") in an amount equal to 10% of the 
Purchase Price (in the case of a Sale Proposal) or imputed value (in the case of an 
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Investment Proposal) that shall be paid to the Monitor in trust, which Deposit 
shall be held and dealt with in accordance with these SÏSP Procedures; 

(k) Employees: If applicable, full details of the proposed number of employees of the 
Company who will become employees of the Phase I Bidder if determined to be 
the Successful Bidder and the proposed terms and conditions of employment to be 
offered to those employees; 

(?) Other: Such other information as may reasonably be requested by the Company or 
the Monitor; and 

(ni) Phase I Bid Deadline: It is received by the Monitor, at the address specified in 
Schedule "B" hereto (including by email) on or before the Phase I Bid Deadline. 

The Company, with the approval of the Monitor, may waive any one or more minor and 
non-material violations of the requirements specified for Qu^fied Phase I Bids and deem 
such non-compliant Bids to be Qualified Phase I Bids, provided that, proof of financial 
ability to perform required pursuant to Section 9(d) cannot be waived without consent of 
the Secured Lenders. 

10. Evaluation, of OualifiedPhase I Bids and Designation as Qualified Phase I Bidder 

The Company, in consultation with the Monitor, shall evaluate Qualified Phase I Bids on 
various grounds including, but not limited to, the Purchase Price or imputed or projected 
value, the treatment of creditors and related implied recovery for creditors (in each case, 
as applicable), the assumed liabilities, the certainty of closing the transactions 
contemplated by the Phase I Bid on or before the Outside Date and any delay or other 
risks (including closing risks) in connection with the Qualified Phase I Bids, 

The Company, with the approval of the Monitor, shall have the aption, in its discretion, 
to aggregate Portion Bids. 

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 ofier is accepted). 

As soon as practical after the Phase I Bid Deadline, the Company, in consultation with 
the Monitor, will advise an Interested Party whether or not its Phase 1 Bid constitutes a 
Qualified Phase I Bid and that it is a Qualified Phase I Bidder and, if such Phase 1 Bidder 
is a Qualified Phase I Bidder, that it is invited to participate in Phase II of the SISP. For 
certainty, the Stalking Horse Agreement is a Qualified Phase I Bid and the Stalking 
Horse Bidder is a Qualified Phase I Bidder for all purposes of these SISP Procedures. 

11, No Qualified Phase I Bids 

If "no Qualified Phase I Bid other than a Bid pursuant to the Stalldng Horse Agreement is 
received by the Phase I Bid Deadline, the Stalldng Horse Bidder shall be declared the 
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Successful Bidder and the Stalking Horse Agreement shall be declared the Successful 
Bid. 

PHASE II 

12, Qualified Phase 11 Bid Requirements 

Only Qualified Phase I Bidders shall be entitled to submit a Phase 11 Bid. In order to be 
considered a Qualified Phase IT Bid, as detennined by the Company, in consultation with 
the Monitor, a Phase 11 Bid must: (i) satisfy all of the requirements for a Qualified Phase Î 
Bid contained in Section 9; and (ii) shall not be conditional in any way entire outcome of 
unperformed due diligence including with respect to the Additional Confidential 
Information. For certainty, the Stalking Horse Agreement is a Qualified Phase n Bid and 
the Stalking Horse Bidder is a Qualified Phase H Bidder for all purposes of these SÏSP 
Procedures. 

13. Evaluation of Qualified Phase II Bids and Subsequent Actions 

The Company, in consultation with the Monitor, shall evaluate Qualified Phase 11 Bids on 
various grounds including, but not limited to, tlie Purchase Price or imputed or projected 
value, the treatment of creditors and related implied recovery for creditors (in each case, 
as applicable), the assumed liabilities, the certainty of- closing the transactions 
contemplated by the Qualified Phase II "Bid on or before the Oirtside Date and any delay 
or oilier risks (including closing risks) in cormeotion with the Qualified Phase II Bids. 

Following such evaluation, the Company, with the approval of the Monitor, may: 

(a) In the case of a Qualified Sale Bid or Qualified Investment Bid, including to the 
extent such Qualified Phase II Bids are Portion Bids: 

(i) Accept, subject to Court approval, one (or more than one, if for distinct 
and compatible transactions) of the Qualified Phase n Bids (each, a 
"Successful Bid" and the offeror(s) maidng such Successful Bid being a 
"Successful Bidder") and take such steps as may be necessary to finalize 
defmitive transaction documents for the Successfol Bid(s) with Successful 
Bidder(s); or 

(ii) Conditionally accept one (or more than one, if for distinct and compatible 
ti'ansactions) of the Qualified Phase II Bids, which acceptance will be 
conditional upon the failure of the transaction(s) contemplated by the 
Successful Bid to close (the "Back-up Bid" and offeror(s) making such 
Back-up Bidbeingthe "Back-Up Bidder"): and 

(b) If more than one Qualified Sale Bids have been received, pursue an auction (an 
"Auction") in accordance with the procedures set out in the attached 
Schedule "C" (the "Auction Procedure") or if the Company in consultation with 
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the Monitor otherwse deterniines that an Auotion is appropriate under the 
circumstances. 

The Company, with the approval of the Monitor, shall have the option, in its discretion, 
to aggregate Portion Bids. Notwitlistanding anything to the oontraiy herein, the 
Company, with the approval of die Monitor, shall be permitted to include Qualified 
Investment Bids or Qualified Sale Bids in the Auction, including to the extent such 
Qualified Phase II Bids are Portion Bids. 

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 higher or better 
offer is accepted) or to pursue or hold an Auction or to select any Successful Bidder(5) 
and any Baok-Up Bidder(s). For greater certainty, any accepted offer, whether at the 
Auction or otherwise, must provide consideration sufficient to satisfy the Minimum Bid 
Amount requirements. 

No later than five Business Days after the Phase H Bid Deadline, the Company shall 
advise the Qualified Phase II Bidders if Successful Bid(s) and Back-Up Bid(s) have been 
accepted, or conditionally accepted, as the case may be. If the Company, with the 
approval of the Monitor, determines to conduct an Auction pursuant to the SISP 
Procedures, the Company or the Monitor will advise the Qualified Phase H Bidders of the 
date, time, location and the rules (if any) of the Auction in accordance with the Auction 
Procedure. 

14. No Ounlified Phase II Bids 

If no Qualified Phase U Bid other than a Bid pursuant to the Stalking Plorse Agreement is 
received by the Phase 11 Bid Deadline, then the Stalking Horse Bidder shall be declai:ed 
the Successful Bidder aJid the Stalking Horse Agreement shall be declared the Successflil 
Bid. 

APPROVAL MOTION 

15. Approval Motion 

The Company shall use reasonable efforts to nialce a motion to the Court to approve the 
Successful Bid(s) and Back-Up Bid(s) as soon as practical following the deteimination by 
it and the Monitor of the Successful Bidder(s). The Company will be deemed to have 
accepted the Successful Bid(s) only when it has been approved by the Court. All 
Qualified Phase 11 Bids (other than the Successful Bid(s) and the Back-Up Bid(s)) shall 
be deemed rejected by tiie Company on and as of the date of approval of the Successful 
Bid(s)bythe Court. 

16.. Back-TTp Bidder 

If a Successful Bidder fails to close the transaction contemplated by the Successful Bid(s) 
on or before the Outside Date for any reason, then the Company will be deemed to have 
accepted the Back-Up Bid(s) and will proceed with the transaction pursuant to the terms 
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thereof. The Back-Up Bid(s) shall remain open for acceptance until the closing of the 
Successful Bid(s), or such other later date as the Company and the Back-Up Bidder may 
agi-ee, acting reasonably (the "Back-Up Bid Expiration Date"). 

MISCELLANEOUS 

17, Information From Interested Parties 

Each Interested Party shall comply with all reasonable requests for additional information 
by the Company regarding such Interested Party and its contemplated transaction. Failure 
by an Interested Party to comply with requests for additional information will be a basis 
for the Company to determine that the Interested Party is not a Qualified Phase I Bidder 
or a Qualified Phase II Bidder, as applicable. 

18, Deposits 

All Deposits shall be held by the Monitor in a single interest bearmg account designated 
solely for such puipose. A Deposit paid by a Successful Bidder shall be dealt with in 
accordance with the definitive documents for the transactions contemplated by the 
Successful Bid. Deposits, and any interest earned thereon, paid by Phase I Bidders not 
selected as either a Qualified Phase I Bidder or a Qualified Phase 11 Bidder shall be 
returned to such Phase I Bidder within three Business Days of being advised that it is not 
a Qualified Phase I Bidder or a Qualified Phase II Bidder, as the case may be. Deposits, 
and any interest thereon, paid by Qualified Phase II Bidders not selected as either a 
Successful Bidder or a Back-Up Bidder shall be returned to such Qualified Phase H 
Bidders within three Business Days of Court approval of die Successful Bid. In the case 
of Back-Up Bid(s), the Deposit and any interest earned thereon shall be retained by the 
Monitor until the Back-Up Bid Expiration Date and returned to the Back-Up Bidder 
within three Business Days thereafter or, if a Back-Up Bid becomes a Successful Bid, 
shall be dealt with in accordance with the definitive documents for the Back-Up Bid. 

19, Modifications and Termination. 

The Company, in consultation with the Monitor, and subject to Section 20, the Secured 
Lenders, shall have the right to adopt such other rules for the SISP Procedures (including 
rules that may depart fiom those set forth herein) that will better promote the sale of the 
Business or all or any part of the Assets or investment in tlie Company under these SISP 
Procedures. The Company, in consultation with fire Monitor, shall apply to the Court if it 
wishes to materially modify or temiinate the process set out in these SISP Procedures. 
For certainty, any ^endments to flie Phase I Bid Deadline or the Phase H Deadline or 
other dates set out in these SISP Procedures, including those relating to the Auction, shall 
not constitute a material nrodification but shall require the consent of the Secured 
Lenders. 

20, Consultation with the Secured Lenders 

The Company, in consultation with the Monitor, shall, as appropriate, consult with tlie 
Secured Lenders throughout the SISP; provided that, to the extent the Seemed Lender is 
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related to a Bidder, including the Stalking Horse Bidder, the Company and the Monitor 
shall not provide such Secured Lender with information that might create an unfair 
advantage or jeopardize the integrity of the SISP. 

21. Other 

Keither the Company nor the Monitor shall he liable for any elaim for a brokerage 
commission, finder's fee or like payment in respect of the consummation of any of the 
transactions contemplated under the SISP arising out of any agreement or arrangement 
entered into by the partievS that submitted the Successful Bid(s) and Back-Up Bid(s). Any 
such claim shall be the sole liability of the parties that submitted such Successful Bid(s) 
and Back-Up Bid(s). 
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SCÏÏEDXJLE*'A» 

Acknowlpdgemeot of the SISP 

The undersigned hereby aclcnowîedges receipt of the Sale and Investor Solicitation Process 
approved by the Order of the Honourable Justice • of the Ontario Superior Court of Justice 
(Commercial List) dated January 2017 (the "SISP") and that compliance with the terms and 
provisions of the SISP is required in order to participate in the SISP and for any Bids to be 
considered by the Company. 

This day of , 2017. 

[NAME] 

By: 

[Signing O^cer] 



SCHEDULE "B" 
ADDRESS PARTICULARS 

Richter Advisory Group lue. 
181 Bay Street, Suite 3320 
Bay Wellington Tower 
Toronto, ON iM5J2T3 

Attention: Gilles Benchaya/ Adam Sliennan 
Phone; 514.934.3496/416.642.4836 
Fax: 514.934,3504/ 416.488.3765 
Email: g'benchaya@richterco'nsulting.coin/ashennaiL@iioliter.' 
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SCHEDULE "C" 
AXJCTION PROCEDXJKES 

Auction 

1. If the Company, with the approval of the Monitor, determines to conduct an Auction 
pursuant to the SISP Procedures, the Company or the Monitor will notify the Qualified 
Phase II Bidders who made a Qualified Phase II Bid that the Auction will be held at the 
offices of Fasken Martineau DuMouiin LLP, 333 Bay Street, Suite 2400, Toronto, 
Ontario at 9:00 a,m, (Eastern Time) on date that is determined by the Company or the 
Monitor, provided that it is a date that is not later tlian seven Business Days after the 
Phase 11 Bid Deadline, or such other place, date and time as the Company or the Monitor 
may advise. Capitalized terms used but not defmed herein have the meaning given to 
them in the SISP Procedures. The Auction shall be conducted in accordance with the 
followmg procedures: 

(a) Participation At the Auction. Only a Qualified Phase II Bidder is eli^hle to 
pai'tlcipate in the Auction. Each Qualified Phase II Bidder must inform the 
Company and the Monitor whether it intends to participate in the Auction no later 
than 12:00 p.m. (Eastern Time) on the Business Day prior to the Auction. Only 
the authorized representatives of each of the Qualified Phase II Bidders, the 
Monitor and the Company and the Secured Lenders and their respective counsel 
and other advisors and any other parties acceptable to the Company in 
consuitation with the Monitor shall be permitted to attend the Auction. 

(b) Bidding at the Auction. Bidding at the Auction shall he conducted in rounds. 
The highest Qualified Phase II Bid at the beginning of the Auction shall constitute 
the ^'Opening Bid" for the first round and the highest Overbid (as defined below) 
at the end of each roimd shall constitute the "Opening Bid" for the following 
round. In each round, a Qualified Phase II Bidder may submit no more than one 
Overbid. Only Qualified Phase II Bidder who bids in a round (including the 
Qualified Phase II Bidder that submitted the Opening Bid for such round) shall be 
entitled to partioipate in the next round of bidding at the Auction. For greater 
certainty, an Aggi'cgate Bid may be determined to be the Opening Bid. for any 
round includmg the opening round. 

(c) Monitor Shall Conduct the Auction. The Monitor and its advisors shall direct and 
preside over the Auction. At the start of the Auction, the Monitor shall provide 
the teims of the Opening Bid to all participating Qualified Phase II Bidders at the 
Auction, The determination of which Qualified Phase II Bid constitutes the 
Opening Bid for each round shall take into account any factors that the Monitor 
reasonably deems relevant to the value of the Qualified Phase II Bid, including, 
among other things, the following: (i) the amount and nature of tiie consideration, 
including the value of any non-cash consideration; (ii) the proposed assumption of 
any liabilities and the related implied impact on recoveries for creditors; (iii) the 
Monitor's reasonable assessment of tlie certainty of the Qualified Phase II Bidder 
to close the proposed transaction on or before the Outside Date; (iv) the 
likelihood, extent and impact of any potential delays in closing; (v) the impact of 
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the contemplated transaction on any actual or potential litigation; (vi) the net 
economic effect of any changes from the Opening Bid. of the previous round; (vii) 
the net after-tax consideration to be received by the Company; and (viii) such 
other considerations as the Monitor deems relevant in its reasonable business 
judgment (collectively, the "Bid Assessment Criteria"). For greater certainty, the 
Monitor may ascribe monetary values to non-monetary terms in Overbids for the 
purposes of assessing and valuing such Overbids, including without limitation, the 
value Co be ascribed to any liabilities or contracts to be assumed. All Bids mode 
after the Opening Bid shall be Overbids, and shall be made and received on an 
open basis, and all material terms of the highest and best Overbid shall be fully 
disclosed to all other Qualified Phase ÏÏ Bidders that are participating in the 
Auction. The Monitor shall maintain a record of the Opening Bid and all 
Overbids made and announced at the Auction, including the Suocessfol Bid and 
the Baok-Up Bid, 

(d) Terms of Overbids. An "Overbid" is any Bid made at the Auction subsequent to 
the Monitor's announcement of the Opening Bid. To submit an Overbid, in any 
round of the Auction, a Qualified Phase 11 Bidder must comply with tlie following 
conditions: 

(1) Minimum Overbid Increment: Any Overbid shall be made in such 
increments as the Monitor may determine in order to facilitate the Auction 
(die "Minimum Overbid Inwement"). The amount of the cash purchase 
price consideration or value of any Overbid shall not be less than the cash 
purchase price consideration or value of the Opening Bid, plus the 
Minimum Overbid Increment(s) at that time plus any additional Minimum 
Overbid Increments. In respect of the Stalking Horse Agreement and any 
Overbid by the Stalking Horse Purchaser, the value shaU include the 
amount of any indebtedness owing to it that is to be deemed repaid or 
otherwise released and any priority indebtedness to be assumed pursuant 
to and in accordance with the terras of the Stalldng Horse Agreement. 

(ii) The Bid Requirements same as for Qualified Phase U Bids: Except as 
modified herein, an Overbid must comply with the bid requirements 
contained herein, provided, however, that the Phase TI Bid Deadline shall 
not apply. Any Overbid made-by a Qualified Phase 11 Bidder must 
provide that it remains irrevocable and binding on the Qualified Phase ÎI 
Bidder and open for acceptance until the closing of the Successful Bid(s). 

(ill) Announcing Overbids: At the end of each round of bidding, the Monitor 
shall announce the identity of the Qualified Phase H Bidder and the 
material terms of the then highest and/or best Overbid, including the 
nature of the proposed transaction contemplated by the best Overbid, the 
assets proposed to be acquired and the obligations proposed to be 
assumed, the basis for calculating the total consideration o:^red in such 
Overbid, and the resulting benefit to the Company based on, among other 
things, the Bid Assessment Criteria. For greater certainty, an Aggregated 
Bid may be detennined to be the highest and/or best Overbid. 
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(iv) Consideration of Overbids: The Monitor reserves the right, in 
consultation with the Company, to malce one or more adjournments in the 
Auction to, among other things: (A) facilitate discussions between the 
Company and individual Qualified Phase H Bidders; (B) allow individual 
Qualified Phase 11 Bidders to consider how they wish to proceed; (C) 
consider and determine the current highest and/or best Overbid at any 
given time during the Auction; and (D) give Qualified Phase II Bidders the 
opportunity to provide the Monitor with such additional evidence as it, or 
the Company, may require, that the Qualified Phase II Bidder has obtained 
all required internal corporate approvals, has sufficient internal resources, 
or has received sufficient non-contingent debt and/or equity funding 
commitments, to consummate the proposed transaction at the prevailing 
Oveibid amount. The Monitor and Company may have clarifying 
discussions with a Qualified Phase II Bidder, and the Monitor may allow a 
Qualified Phase H Bidder to make technical clarifying changes to its 
Overbid following such discussions, 

(v) Portion Bids: Notwithstanding the forgoing, each Portion Bidder entitled 
to participate in the Auction shall be entitled to submit an Overbid (in a 
minimum increment to be determined by the Monitor) with respect to the 
Assets on which it is bidding without being required to submit, an Overbid 
with respect to all Assets or the applicable Opening Bid; provided that any 
Aggregated Bid that is an Overbid shall be subject to these Auction 
procedures as any other Overbid, including that such Aggregated Bid that 
is arr Overbid shall be subject to the Minimum Overbid Increment. 
Portion Bids can be aggregated with any other .Qualified Phase H Bid, as 
determined by the Company and the Monitor. 

(vi) Failure to Bid: If at the end of any round of bidding a Quatified Phase II 
Bidder (other than a Portion Bidder, or fbie Qualified Phase 11 Bidder that 
submitted the then highest and/or best Overbid or Opening Bid, as 
applicable) fails to submit an Overbid, then such Qualified Phase II Bidder 
shall not be entitled to continue to participate in the next round of tlie 
Auction. 

(e) Discussion widr other'Bidders. A Qualified Phase II Bidder shall not strategize or 
discuss with other Qualified Phase IÏ Bidders for the purpose of submitting an 
Overbid without the consent of the Monitor. 

(Ç Additional Procédures. The Monitor may, in consultation with the Company, 
adopt rules for the Auction at or prior to the Auction that will better promote the 
goals of the Auction, including rules pertaining to the structure of the Auction, the 
order of bidding provided they are not inconsistent with any of the provisions of 
the SISP Procedures and provided further that no such rules may change the 
requirement that all material terms of the then highest and/or best Overbid at the 
end of each round of bidding will be fully disclosed to all other Qualified Phase II 
Bidders. 



Closing the Auction. The Auction shall be closed after the Monitor, with the 
assistance of the Company and their respective legal counsel, has (i) reviewed the 
final Overbid of each Qualified Phase H Bidder on the basis of financial and 
contractual terms and the factors relevant to the sale process, including those 
factors affecting the speed and certainty of consummating the proposed sale, and 
(ii) identified the Successful Bid and the Back-Up Bid and advise the Qualified 
Phase n Bidders participating in the Auction of such determination. One or more 
Portion Bids can, in the discretion of the Monitor, form part of a Successful Bid 
and Back-Up Bid so long as such Portion Bids do not overlap in respect of the 
Assets sought to be purchased and in such case, such Portion Bid shall he 
included in the definition of Successful Bidder or Back-Up Bid, as applicable. 

Finalizing Documentation. Promptly following a Bid of a Qualified Phase II 
Bidder being declared the Successful Bid or &e Back-Up Bid, the applicable 
Qualified Phase II Bidder shall execute and deliver such revised and updated 
definitive transaction agreements as may be required to reflect and evidence the 
Successful Bid or Back-Up Bid. 

Qualified Investment Bids. Notwitiistanding any other provision of these SISP 
Procedures, if a Qualified Phase II Bidder submits a Qualified Investment Bid, 
which the Company or the Monitor considers would result in a greater value 
being received for the benefit of the Company's creditors than the Qualified Sale 
Bids, then the Monitor may allow such Qualified Phase II Bidder to participate in 
the Auction, notwithstanding that such Qualified Investment Bid may not 
otherwise comply with the terms of these Auction Procedures, In such case, the 
Monitor may adopt appropriate rules to facilitate such Qualified Phase H Bidder's 
participation in the Auction. 
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Gfafton-Fraserlnc. 
DIP Covenant Calculations 

Week Ending 
26-Jan 04-Feb 11-Fefa 18.Feh 25-Feb 04-Mar 11.Mar 18-Mar 2S-Mar 01-Apr 08-Apr IS-Apr 22-Apr 29-Apr 06-May 13-Mav 20-Mav 27-May 

D/P Covenant Test 

Receipts 
Receipts 2.241 2,195 2,237 2,208 2^31 2,540 2.823 3,043 2,882 3,246 3,551 . 3.884 3,877 • 4.091 3.532 3,591 3,602 3,SS3 
Projected Cum. Receipt 2.241 4,436 6,673 8,881 11,112 13,653 16.475 19,518 22,401 25,647 29.198 32.882 36,759 40,8» 44,382 47,973 51.575 55,128 

15% Variances 336 655 1.001 1.332 1.6S7 2,048 2,471 2,928 3,360 3,847 4,380 4,932 5,514 8,128 6,657 7,196 7,736 8,269 
Cap 1.500 1,500 1,500 1,500 1.500 1,500 1,500 1,500 1.500 1,500 1,500 1,500 1^00 1,500 1.500 1,500 1.500 1,500 

Lesser of 336 665 1,001 1,332 1,500 1,500 1,500 1,500 1,600 1,500 1.500 1,500 1,500 1,500 1,500 1,500 1,500 1,600 

Covenant Cumulative Receipts S 1.904 S 3,770 $ 5,672 S 7,549 $ 9,612 $ 12,163 S 14,975 S 18,018 S 20.901 S 24,147 S 27,698 S 31,382 $ 35,259 S 39.350 $ 42,882 $ 46,473 $50.075 553,628 

Disbursements 
Disbursements (Exd. Jones) 4,792 6.925 3,295 3,631 2,877 6,057 3.109 2,534 2.052 6,455 3,851 1.935 2,455 3.582 3,775 1,755 1,936 3,283 
Projected Cum. Dibs. (Exd. Jones) 4.792 11,717 15,012 18,643 21,520 27,585 30,696 33,230 35.282 41,737 45,388 47.323 49,778 53,359 57,134 58,869 60.825 64,108 

15% Variances 719 1,758 2,252 2.79S 3,228 4,138 4,504 4,984 5,292 6,261 6,808 7,098 7.467 8,004 6,570 8,833 9,124 9,616 
Cap 1,500 1,500 1.SOO 1,500 1.600 1,500 1,300 1,500 1,500 1,500 1,500 1.500 1,500 1,500 1,500 1.500 1,500 1,500 

Lesserof 719 1,600 1,500 1,500 1,500 1,500 1,500 1,500 1,500 1,500 1,500 1,500 1,500 1.500 1,500 1,500 1,500 1,500 

Covenant Cum. DIsb. (Excl. Jones) i 5.611 $13,217 $16.512 $ 20,143 $ 23,020 $ 29,066 S 32,196 $ 34,730 $ 36,782 S 43,237 $ 46,888 S 48,823 S 51,278 S 54,859 S 58,634 S 60,389 $62,325 $65,608 

Basetf on Unaudiled Information 


