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FORBEARANCE AGREEMENT • 

THIS AGREEMENT is dated as of June 6, 2016. 

A M O N G :  

GRAFTON-FRASERINC and 2473304 
ONTARIO INC. (each as Borrowers and 
Guai'antors) 

- and -

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

CONTEXT: 

A. The Agent and the Lender have provided certain "financing aiTangements under a Credit 
Agreement dated as of Febiiiaiy 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, from time to time to the date hereof, the "Existing Credit 
Agreement"). 

B. As of the date of tliis Agreement, the Borrowers ai-e in default under the Existing Credit 
Agreement and the other Loan Documents, which default constitutes one or more events 
of default thereunder as stipulated in tlie letter from the Agent to the Bonowers dated 
April 21, 2016 (the "Reservation of Rights Letter"); 

C. 2473304 is applying to the Ontario Superior Court of .Tustice (Commercial List) (the 
"CCAA Court") for an initial order (as amended, restated, supplemented or otheiwise 
modified from time to time, the "Initial Order") under the Companies' Creditors 
Arrangement Act (Canada) (the "CCAA") on or about June 7, 2016 (àe "CCAA Filing 
Date") (the "CCAA Proceedings"), and the Obligors have requested the ongoing support 
of the Agent and the Lender during the CCAA Proceedings. The primary puipose of the 
CCAA Proceedings is to give effect to a transaction for tlie orderly liquidation of the 
assets and undertaking of 2473304, the closing of stores of 2473304 and the orderly 
distribution of the proceeds thereof, pursuant to and resulting from a sale and investment 
solicitation process, as more fully described hereinbelow (the "SISP"). 

D. 2473304 has concluded that the Agent and the Lender are the most cost effective and 
timely source of working capital funds that is available and appropriate in the 
circumstances for 2473304 in the CCAA Proceedings, and Grafton-Fraser as a 
co-borrower with, and guarantor of the Obligations of, 2473304 under the Existing Credit 
Agreement is supportive of such funding during the coui-se of the CCAA Proceedings. 



E. The Borrowers have requested tliat the Agent and the Lender continue to make available 
to the Borrowers certain credit facilities to meet their working capital requirements 
during tlie CCAA Proceedings of 2473304 and to forbeai* from exercising tlie Agent's 
and Lender's rights as a result of the Existing Defaults arid the commencement and 
existence of tire CCAA Proceedings, and that the Agent and the Lender extend credit and 
make advances (collectively, the "Loans") to tlie Borrowers despite those Existing 
Defaults in order to support the ongoing working capital needs of Grafton-Fraser and 
2473304 and, in particulai*, to permit 2473304 to give effect to the SISP. 

F. Hie Term Administi-ative Agent and tlie lenders under tlie Term Loan Agreement have 
agi-eed to forbear from exercising their respective rights and remedies under the Term 
Loan Agreement and security and other documents relating thereto, as amended by a 
forbearance agreement of even date herewith in the form attached as Schedule 7 hereto 
being entered into contemporaneously with tlie execution and delivery hereof (the "Term 
Forbearance Agreement"). . 

G. Tlie Agent and the Lender are willing to forbear from exercising their riglits and remedies 
and to provide certain Loans to the Bonowers during the Forbearance Period on the terms 
and conditions set out in this Agreement. 

THEREFORE, the Parties agree as follows; ' 

ARTICLE 1 
INTERPRETATION ; 

1.1 Credit Agreement Definitions 

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

1.2 Other Defïnitions 

In tliis Agreement the following terms have the following meanings: 

1.2.1 "Accrued Statutory Claims" is defined in Section 2.3.10.. 

1.2.2 "Additional Default" means: (i) an Obligor's default or failui-e to comply with any of 
the terms, conditions or covenants under tliis Agreement, or (ii) a Default by 2473304 
or an Event of Default of an Obligor (other than the Existing Defaults) under the 
Credit Agreement or any other Loan Dociunent prior to or on or after the date of this 
Agreement. 
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1.2.3 "Agency Agreement" means that certain agency agreement to be entered into by 
2473304 and GA Retail Canada, ULC providing for the conduct of a liquidation, or 
stores closing sale and otlier matters contemplated therein, approved by Order of the 
CCAA Court. 

1.2.4 "Agi'eement" means this agreement, including all Schedules and Exhibits, as it may 
be modified, amended, revised, restated, replaced, supplemented or otliei-wise 
changed irom time to time and at any time hereafter, in wilting, by the Pa.rties. 

1.2.5 "Anticipated Defaults" means any Events of Default arising or caused solely as a 
result of (i) the commencement or continuation of the CCAA Proceedings or any 
acknowledgement of insolvency made in connection therewitli, and (ii) the SISP. 

1.2.6 "Approved CCAA Cash Flow" means the approved CCAA cash flow forecast of 
2473304 as attached as Schedule 2 hereto, as such forecast may be amended, 
supplemented or replaced from time to time and at any time in accordance with the 
provisions of this Agreement and in form and substance acceptable to the Agent and 
the Lender. 

1.2.7 "BIA" means the Bankruptcy and Insolvency Act (Canada). 

1.2.8 "CCAA" is de.Fin.ed under "Context", above. 

1.2.9 "CCAA Court" means tlie Ontario Superior Court of Justice (Commercial List). 

1.2.10 "CCAA Filing Date" is defined under "Context" above. 

1.2.11 "CCAA Proceedings" is defined under "Context" above, 

1.2.12 "Claims" and "Claim" are defined in Section 8.3.1. 

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

1.2.14 "Consultant" is defined in Section 2.3.7. 

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 otheiivise changed from time to time and at any time 
hereafter, in writing, by the Parties. 

1.2.16 "DIP Priority Charge" is defined in Section 7.1.1.5.2. 

1.2.17 "Existing Credit Agreement" is defined under "Contexf ' above. 
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1.2.18 "Existing Defaults" means the Defaults or Events of Default under the Existing 
Credit Agreement set out in the Reservation of Rights Letter and as specified in 
Schedule 6 attached hereto, and the Anticipated Defaults. • 

1.2.19 "Existing Indebtedness" means the outstanding Obligations existing as at the date 
heieof as more.paiticularly described in Section 2.1 and Schedule 1. 

1.2.20 "Existing Security" is defined in Section 2.4. 

1.2.21 "Forbearance Period" is defined in Section 3.1.1. 

1.2.22 "GFI Cash Flow" means the cash flow forecast of Grafton-Fraser approved by the 
Agent and the Lender as attached as Schedule 5 hereto, as such forecast may be 
amended, supplemented or replaced from time to time and at any time in accordance 
with the provisions of this Agreement and in fonn and substance acceptable to the 
Agent and the Lender. 

1.2.23 "Initial Order" is defined in the "Context" above. 

1.2.24 "Loan Documents" has the meaning given thereto in the Credit Agi'eement and 
includes, without limitation, this Agreement 

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

1.2.26 "Monitor" is defined in Section 2.3,8. 

1.2.27 "Non-Lender Accounts" is defined in Section 4.1.5. 

1.2.28 "Obligors" or "Obligor" means the Bon-owers or any of them. 

1.2.29 "Parties" means, collectively, the Obligors, the Agent and the Lender; and "Party" 
means any one of them. 

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

1.2.31 "Reservation of Rights Letter" is defined under "Context" above. 

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

1.2.33 "Term Forbearance Agreement" is defined under "Context" above. 

1.2.34 "Terminating Event" is defined in Section 6.5. 

1.2.35 "Termination Date" is defined in Section 5.3.1. 



1.3 Entire Agreement 

This Agreement, together with the Existing Credit Agreement and tlie other Loan Documents 
and the other agreements and documents to be delivered under this Agreement, constitute the 
entire agreement between tlie Parties pertaining to the subject matter of this Agreement and 
supersedes all prior agreements, understandings, negotiations and discussions, whether oral or 
written, of tlie Parties, and there ai'e no representations, wai'ranties or other agreements between 
the Parties in comiection with the subject matter of tliis Agreement except as specifically set out 
in this Agreement, the Existing Credit Agi-eement, tlie other Loan Documents or the other 
agreements and documents delivered under this Agreement. 

1.4 Business Day 

Whenever any payment to be made or action to be taken under tliis Agreement is required to be 
rtiade ortaken"ona"dayotliertIian a"Busmess Dayr the-payment is-to be-made or action taken on 
the next Business Day following. 

1.5 Certain Rules of Interpretation 

1.5.1 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 tliis Agreement is to be construed as meaning "including, ivitliout 
limitation". 

1.5.2 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 consti-uction or inteipretation of this Agreement. 

1.5.3 References in this Agreement to an Article, Section, Schedule or Exliibit are to be 
construed as references to an Article, Section, Schedule or Exliibit .of or to this 
Agreement imlesstlie context requires otherwise. 

1.5.4 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 tlie 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. . 

1.5.5 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 tiiat 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 witli any restrictions tliereon in the Loan Documents. 



1.5.6 Unless otherwise specified, the word "dollai-" and the sign refer to Canadian 
currency, and all amounts to be advanced, paid, tendered or calculated under this 
Agreement ai-e to be advanced, paid, tendered or calculated in Canadian ciuxency. 

1.6 Schedules and Exhibits 

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

Schedule Subject Matter Section Reference 

Schedule 1 Existing Indebtedness 1.2.19 

Schedule 2 Approved CCAA Cash Flow 1.2.6 

Schedule 3 Existing Sectu'ity T.2.20 

Schedule 4 Non-Lender Accounts 1.2.27 

Schedule 5 GFI Cash Flow 1.2.22 

Schedule 6 Existing Defaults K2.I8 

Schedule 7 Form of Term Forbearance Agreement 1.2.33 

Schedule 8 Minimum Receipt and Maximum Disbursement 
Covenant Levels 

6.5.2 

ARTICLE 2 
ACKNOWLEDGMENT 

2.1 Acknowledgement of Obligations 

Each Obligor confimis, acknowledges and agrees that the Existing Indebtedness as of the date of 
this Agi'eement is as set out in Schedule 1 attached hereto. 

2.2 Continuing Effect of Amendments 

The Paities hereto each acknowledge, confii-m 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. 



2.3 Other Confirmations and Acknowledgements 

Each Obligor confirms, acknowledges and agi*ees that: 

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

2.3.2 it has received the Reservation of Rights Letter and, subject to Section 3.1 of this 
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 (the 
"Credit Facilities"); 

2.3.3 the Existing Defaults (other than the Anticipated Defaults) have occurred and are 
continuing ^d, as of the date of this Agreement, no Default or Event of Default, 
other than the Existing Defaults (other thanlHe 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 aclaiowledge, confimi and 
agree that notwithstanding 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 ydth 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 tlie 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; 

2.3.7 Richter Consulting Canada Inc. (the "Consultant") has been retained by, or on behalf 
of, 2473304, and has been appointed as the financial consultant to 2473304 in respect 
of, inter alia, this Agreement, the Credit Agreement, the other Loan Documents and 
the outstanding Obligations and the Agent is entitled to appoint any other consultants, 
in addition to the Consultant, 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 
Initial Order in the CCAA Proceedings and has consented to act in such capacity; 
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2.3.9 each Obligor will grant all access and provide, on reasonable notice during regular 
business hours, all information and documentation to, and will otherwise cooperate 
fully with the Agent and the Lender, and pay all reasonable fees and disbursements of 
each consultant appointed by tlie Agent as the Agent may require, and pay, in 
accordance with the Approved CCAA Cash Flow and tlie GFI Cash Flow, as the case 
may be, all reasonable fees and disbursements of the Monitor and the Monitor's 
counsel. 2473304 will also cause the Consultant to grant full access and provide all 
information and documentation to, and to otherwise co-operate fully with, the Agent 
and the Lender. All such information and documentation provided to the Agent and 
the Lender shall be subject to Section 9.12 of the Credit Agreement; 

2.3.10 except for obligations in respect of accrued unpaid sales taxes not to exceed $175,000 
and accruing employee related obligations to employees, including wages and 
vacation pay, not yet due not to exceed $300,000 (collectively, the "Accrued 
Statutory Claims"), as at the CCAA FiUng Date, 2473304 p^ or caused to be 
paid and satisfied when due all amounts in respect of income taxes, provincial sales 
taxes, GST, HST, employee payroll remittances, and other obligations which have or 
may constitute a Priority Payable; 

2.3.11 the Agent has and will continue to have valid, enforceable and perfected first ranking 
Liens, subject to Permitted Liens over and in respect of the GFI 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 of all Credit Parties, and all other 
amounts owing from time to time by the Credit Pai'ties under tliis Agreement, the 
Credit Agi*eeinent and the other Loan Documents; 

2.3.12 the Agent has and will continue to have valid, enforceable and perfected first ranking 
Liens, subject to Permitted Liens over and in respect of the 2473304 Collateral 
granted to or held by the Agent from time to time as continuing and collateral security 
for the Obligations and all other amounts owing from time to time under this 
Agreement, the Credit Agreement and the other Loan Documents, subject to: (i) any 
Accrued Statutory Claims which have or may have priority over such Agent's Liens; 
and (ii) any court-ordered charge(s) approved by the Agent and the Lender and 
granted by the CCAA Court in the CCAA Proceedings, which may have priority over 
such AgenVs Liens; 

2.3.13 the Existing Credit Agreement, the other Loan Documents to which each Obligor is 
party and this Agreement ai*e 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; 

2.3.14 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 Obligor hereby expressly waives and releases them to the 
fullest extent permitted under Applicable Law; 



2.3.15 the Agent and the Lender are and will be entitled to the rights, remedies.and benefits 
provided, for in this Agreement, the Credit Agreement and the other Loan Documents 
subject to Applicable Law; 

2.3.16 Permitted Term Debt owing by the Obligors as at May 20, 2016 is in an aggregate 
amoimt of $33,024,000 (inclusive of accrued interest as at such date); 

2.3.17 the Approved CCAA Cash Flow and the GFl Cash Flow existing as at the date hereof 
each covers tlie period from May 28,2016 to January 28, 2017; and 

2.3.18 this Agreement constitutes a Loan Document for all purposes of the Existing Credit 
Agreement and the otlrer Loan Documents. 

... 2..4_. ....Security..... . ... . 

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 tlie payment and performance of each and every one of the Obligors' 
obligations and indebtedness to the Agent and tire Lender including witliout limitation, the 
Boiïowings of 2473304 under the Credit Agreement, as amended hereby, and all other 
outstanding Obligations. 

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 tire Obligors contained in this Agreement, and subject to the terms and 
conditions of this Agreement and any documents or instruments executed in 
connection w.ith tlris Agreement, the Agent and the Lender agree to forbear from 
exercising their rights and remedies under the Existing Credit Agreement and tlie 
other Loan Documents and/or Applicable Law in respect of or aifsing out of or 
relating to the Existing Defaults, subject to the conditions, amendments and 
modifications contained in tlris Agreement, during tlie period (the "Foi*bearance 
Period") commencing on the date of this Agreement and ending, on the eai'lier of; 

3.1.1.1 the Teniiination Date; and 

3.1.1.2 the occun'ence or existence of any Terminating Event. 



3.1.2 On the last day of the Forbearance Period, the agreement of the Agent and tlie Lender 
to forbear will automatically and without fuitlier action tenninate and be of no further 
force or effect, it being expressly agreed that the effect of that termination will be to 
pemiit the Agent and tiie Lender to immediately exercise all or any part of their rights 
and remedies, under this Agi'eement, the Credit Agreement, the other Loan 
Documents and Applicable Law (whether against all or any combination of the 
Obligors), including without limitation: 

3.L2.1 to immediately terminate each of the Credit Facilities and cease to make 
any flirther Loans, upon which no further credit will be available 
thereimder; 

3.1.2.2 to demand immediate payment of all of the Obligations and enforce all of 
the Agent's and tlie Lender's rights and remedies under tliis Agreement, 
the_Credit Agreement, th^ o^r_I^an Docurnents and Applicable Law, in 
each case without any further notice, passage of time or forbearance of 
any kind; and 

3.1.2.3 to appoint a receiver, interim receiver or receiver and manager of any of 
the Obligors pursuant to this Agi"eement, tire Credit Agreement, the otlrer 
Loan Documents or Applicable Law (or apply to a couit of competent 
jurisdiction to do so). ^ 

3.2 No Other Waivers; Reservation 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 tlie Existing Defaults or otheiwise), and tire Agent and the Lender 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 or 
be continuing as of the date of this Agreement or which may occui* or be continuing after the date 
of tliis Agreemejit. The Agent and the Lender 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 and Interest . 

3.3.1 fn consideration of the agreements set out in this Agreement, the BoiTOwers agree to 
pay to the Agent, for the benefit of the Lender, an amendment and forbearance fee in 
the amount of $75,000 which shall be fully earned as afthe date of this Agreement 
and is to be paid immediately upon the execution and delivery of this Agreement (the 
"Forbearance Fee"). 
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3.3.2 The Forbearance Fee is in addition to all other fees (including legal fees), interest, 
costs, expenses and other amounts payable in connection with this Agreement, the 
Credit Agreement and the other Loan Documents (including fees conteiriplated in the 
Existing Credit Agi-eement to the extent that payment has not been received by the 
Agent as at the date hereof) and may be charged by the Agent to any account of the 
Borrowers maintained by the Lender. The Forbeai-ance 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 Agi'eement 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 each of the Borrowers 
shall be made at the Canadian Prime Rate plus 1.00% per annum or the 

- Rase_Rate..pJus .LOO%_per_.annHrjij_as. applicable, j^rthjnterest acc^^^^ 
fi-om day to day from the date of each such Borrowing; and 

3.3.3.2 each of the Borrowers shall pay to the Agent for the account of the 
Lender, an Unused Line Fee for the period commencing on the CCAA 
Filing Date in relation to its portion of the Credit Facilities and at all times 
thereafter until its Obligations have been permanently and irrevocably 
repaid in full and its Credit Facilities have been pennanently and 
in'evocably reduced to nil, computed at a rate of 0.50% per annum on the 
average daily excess amount of each Boirower's respective Commitment 
(as the aggregate Commitments to the Borrowers have been divided 
among them pui'suant to Aiticle 5) over its respective Exposure (but 
excluding, solely for the puipose of this Section 3.3.3.2, any F/X Exposure 
of Grafton-Fraser), which Ujiused Line Fees shall be calculated monthly 
in aiTears on the last Business Day of each calendar month (and on the 
date on which the Credit Facilities terminate) and each such calculated 
amount shall be payable on the first Business Day of the immediately 
following calendar month (or on tiie date on which the Credit Facilities 
terminate, as the case may be) with all Unused Line Fees 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 

• 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 docimientaiy Letters of 
Credit, 1.75% per annum, and (b) in respect of standby Letters of Credit, 
2.50% per annum; in each case, on the face amount of each Letter of 
Credit issued by the Issuing Bank to an Obligor. 
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ARTICLE 4 
OBLIGATIONS OF THE OBLIGORS DURING FORBEARANCE PERIOD 

4.1 Covenants of the Obligors 

During the Forbearance Period, each Obligor covenants and agrees as follows: • 

4.1.1 the Obligors must maintain as current all payments accruing horn and after the 
CCAA Filing Date under any lease or any mortgage of any premises out of which 
2473304 operates, or contracts for storage or bailment, and will otherwise not permit 
any default or event of default under any such, lease, mortgage or contract for storage 
or bailment after the CCAA Filing Date, or forthwith obtain a waiver in. writing from 
the relevant landlord, storer or bailee; provided, however, that the foregoing shall not 

- - apply-with, respect-to-any assignments,-disclaimers Qr.resiliationa. of contracts effected., 
by 2473304 pursuant to the SÏSP and the CCAA Proceedings and 2473304 hereby 
agrees to give the Agent concuirent notice thereof, or to payments for goods or 
services provided or received by 2473304 before the date of the CCAA Filing Date or 
to any otlier payment obligations, the enforcement of which Is stayed by the CCAA 
Proceedings; 

4.1.2 each Obligor will sti'ictly adliere to all the terms, conditions and covenants of tliis 
Agreement, the Credit Agi'eement and the other Loan Documents including, without 
limitation, tenns requiring 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 otlierwise specifically amended by this Agreement, or modified and 
agreed to in wiiting by the parties to such agreement and acknowledged and approved 
in writing by the Agent; 

4.1.3 notwithstanding anything to the contrary contained in this Agreement, the Credit 
Agreement or any other Loan Document: • 

4.1.3.1 2473304 will not ti-ansfer, lease, sell or othei-wise dispose of all or any part 
of its property, assets or undertaking (excluding dispositions of inventory 
in the ordinary coui'se of business) other than the transfer, lease, sale or 
other disposition of property, assets or undertaking not exceeding $50,000 
for any single ti-ansaction or $100,000 in the aggregate; provided, 
however, that tlie foregoing shall not apply with respect to any sales or 
dispositions of property, assets or undertaking effected by 2473304 in 
accordance with the terms of the SISP as consented to and approved by 
the Agent in writing; 

4.1.3.2 notwitlistanding Section 6.6 of the Credit Agi-eement, each Obligor agrees 
that no Restricted Payment or Capital Expenditure shall be paid, in each 
case without the prior written consent of the Agent given on or after the 
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date hereof except, as regards Grafton-Fraser, Capital Expenditures as 
contemplated in the GFI Cash Flow; 

notwithstanding clause 4.1.3.2 and unless otherwise agreed to by the 
Agent in writing on or after the date hereof, 2473304 shall not pay any key 
employee any bonus, incentive or retention payments, whether such 
payment was an obligation arising from a contract executed prior to the 
commencement of the CCAA Proceedings or otherwise; and 

notwithstanding Section 6.8 of the Credit Agreement, any provision to the 
contrary thereof in the Teim Forbearance Agi^eement or any other Term 
Loan Documents, and Section 7.1.1.9 of this Agreement, no Obligor shall 
make any payment in respect of principal or interest on, or on account of, 
the Permitted Term Debt, except for any amounts distributed to the Term 

.Administrative Agent on account of the TermJ-.pan Priority Coljateral sold 
in connection with the SISP. 

4.1.4 2473304 will forthwith provide to the Agent (at the cost of 2473304); 

4.1.4.1 a copy of any notice that it is required to give to any Person (including, 
without limitation, any landlord) pursuant to the CCAA Proceedings at the 
same time any such notice is required to be given to such Person; 

4.1.4.2 a copy of all reports and information respecting the business, financial 
condition or prospects of 2473304 (including, without limitation, all 
unredacted reports and information provided to 2473304 by the Consultant 
as the Agent may, from time to time, reasonably request), which reports 
and information shall be subject to Section 9.12 of the Credit Agreement; 

4.1.4.3 on not less than five (5) Business Days' prior notice (unless circumstances 
do not permit such notice, in which case, such notice as may be reasonably 
practicable in the circumstances), copies of draft court documents, 
including any plan of compromise or an-angement, in respect of any 
application, motion or oiher contemplated actions or steps made or taken 
by 2473304 in the CCAA Proceedings or other similai* or ancillary 
proceedings in any other jurisdiction (excluding drafts of any report of the 
Monitor); subject in all cases to confidentiality restriction's (provided, 
however, that where disclosure to the Agent of the confidential 
information is not prohibited, the Agent is permitted to share and provide 
copies of all such, information and materials to its agents, counsel, 
consultants and advisors who have been advised of and agree to be subject 
to tlie same confidentiality restrictions), and all draft orders and any plan 
of arrangement or compromise in the CCAA Proceedings must be filed in 
a form which is confirmed by the Agent and the Lender to be satisfactory 
to the Agent and the Lender; 

4.1.3.3 

4.1.3.4 
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4.1.4.4 the following reporting information certified by the respective Chief 
Financial Officer (unless otherwise specified) of the applicable Obligors 
and in form and detail satisfactory to the Agent; 

4.1.4.4.1 the reporting information required under the Credit 
Agreement (and, in particufc, Section 5.1 thereof), 
including, witliout limitation, effective immediately, (a) the 
financial information pursuant to Section 5.1(b) of the 
Credit Agreement on a consolidated and consolidating 
basis (to also present separately Grafton-Frasef s financial 
condition and results of operations as otlierwise required 
therein), and (ii) a separate Borrowing Base Report for each 
of the Borrowers (it being also acknowledged and agreed 
by the Obligors that tlie Weekly Reporting Trigger Period 
has ,conimenc.ed__and. Js_ c.ontlnuing._as. stipulated in ..the 
Reservation of Rights Letter); ' 

4.1.4.4.2 promptly after an Obligor leams of tlie receipt or 
occurrence thereof, a certificate of such Obligor, signed by 
a senior officer of such Obligor, 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 such Obligor which 
would 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 
Govenimental Authority or licensor pertaining to all 
or any part of tlie properties or Intellectual Property 
Rights of such Obligor which would 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 tlie nature 
tliereof 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 promissory note, 

debentui-e or other evidence of Indebtedness of such 
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Obligor 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 such Obligor is taking or proposes to take 
with respect thereto; and 

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

4.1.4.4.3 promptly: 

(a) after receipt by an Obligor, a copy of any notice 
received by such Obligor in which any creditor, 

" • ' lâhdlofdr licensor"or^O'ther'tli'rrd" party'"delivers" a 
notice of defect, default, demand, acceleration or 
enforcement in respect of any obligation of such 
Obligor, 

(b) after receipt by 2473304, subject to the prior 
consent of the Monitor, copies of any draft and/or 
final report to be issued by the Monitor in 
connection with the CCAA Proceedings, 

(c) provide, the Agent and the Lender with any written 
restructuring, liquidation or sale proposal that is 
received by 2473304, the Monitor, the Consultant 
or their respective advisors, which, written proposals 
shall be subject to Section 9.12 of the Credit 
Agreement; and 

4.1.4.4.4 promptly, all other reports and information required to be 
provided under tliis Agreement, the Credit Agreement or 
any other Loan Document or as may be otlierwise 
reasonably required by the Agent from time to time. 

Use of Non-Lender Accounts; 2473304 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"). The 
fi-iJl amount of all credit balances in the Non-Lender Accounts shall be transferred 
each Business Day to a 2473304 Blocked Account held at a branch of the Agent 
which continues to be used in the ordinary course for such deposits and transfers. 
Each of the Non-Lender Accounts shall only be used for receiving deposits from 
retail store locations where no branch of the Agent is reasonably proximate to such 
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location for the purpose of such deposits and shall only be used for deposits in the 
ordinary coui'se of business of2473304 in respect of such applicable retail location. 

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

4.1.7 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 other'Loan Documents solely in 
î^?spect of any breach of such_financiai covenant,^ before or toing the Forbearance 
Period. . 

4.1.8 No Non-arm's Length Payments: Without derogation to any negative covenants 
contained in the Credit Agreement and subject to Section 4.1.3, no Obligor shall 
make any payments of interest, principal, bonuses, management fees, incentives, 
payments or salary or other distributions of cash or assets to any Person with which it 
does not deal with at arm's length except for payments of salaries in the ordinary 
coui'se of business and consistent with historical salary payments (excluding 
bonuses). . 

4.1.9 Further Assurances: Each Obligor will provide any further or additional 
documents, whether provided for in this Agreement, the Cr«iit Agreement, any other 
Loan Documents or otherwise, that the Agent may require to ensure tliat the Agent 
has and continues to have full and complete Guarantees ftom each Obligor and a first 
ranking Lien, subject to Permitted Liens and any court-ordered charge(s) approved by 
the Agent and the Lender and granted by the CCAA Court in the CCAA Proceedings 
which may have priority over such Agent's Liens, against such assets, properties and 
undertaking of the Obligors as the Agent requires (including all amendments or 
supplements to any of this Agi'eement, the Credit Agreement or any other Loan 
Document (including all Security Documents) and all additional or supplemental 
debentures, hypothecs, mortgages, charges, assigmneuts, pledges and/or other 
security deemed necessary or desirable by the Agent). 

4.1.10 Pre-Filing Borrowings: 2473304 shall seek and obtain, as part of the Initial Order, 
an Order of the CCjKA Court, in fonn and substance satisfactory to the Agent and the 
Lender, authorizing and directing 2473304 to pay, in accordance with the Credit 
Agreement, as amended hereby, any and all amounts owing by 2473304 to the Agent 
and the Lender on account of 2473304's pre-filing outstanding Borrowings under the 
Credit Agreement ftom time to time, whether such Borrowings obligations arose prior 
to or after the CCAA Filing Date, provided that no advances of funds made by the 
Agent or the Lender to 2473304 under the Credit Agreement (as amended) made on 
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01" after the granting of the Initial Order shall be used to pay 2473304's pre-filing 
outstanding Borrowings under the Credit Agreement (as amended) (the "Pre-filing 
Payments Order"). 

4.1.11 13-week Cash Flow Projections: The Borrowers agree that they will: (i) provide the 
Agent and tlie Lender with updates and roll forward the Approved CCAA Cash Flow 
and the GFI Cash Flow on a weekly basis and updated Approved CCAA Cash Flows 
and updated GFI Cash Flows shall be delivered to the Agent by 12:00 noon on the 
third Business Day of each week during the Forbearance Period, in form acceptable to 
the Agent, acting reasonably, (including an explanation of variances fi'om prior 
Approved CCAA Cash Flow and GFI Cash Flow forecasts); and (li) deliver to the 
Agent promptly such additional information as the Agent may from time to time 
reasonably request respecting any such Approved CCAA Cash Flow and GFI Cash 
Flow (failing which such Approved CCAA Cash Flow and GFI Cash Flow shall not 

- - be acceptable to.the Agent) _ 

4.1.12 Blocked Accounts: 2473304 agrees as follows: 

4.1.12.1 that it will enforce, collect and receive at Its expense all amounts owing on 
its Accoimts 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 4.1.12; 

4.1.12.2 that, on the CCAA Filing Date and at all times thereafter: (a) each of the 
2473304 deposit accounts that receive proceeds of Inventory or other 
Property subject to a Lien in favour of the Agent or otherwise (including, 
for greater certainty, Non-Lender Accounts) are and shall be Blocked 
Accounts subject to duly executed and delivered Blocked Account 
Agreements and complying in all respects with the terras set fortli in the 
Credit Agreement, (b) 2473304 shall have delivered to the Agent evidence 
satisfactory to the Agent that blocked account and cash management 
systems with all such Persons complying m all respects with the terms set 
forth in the Credit Agreement have been established and are currently 
being maintained in the mamier 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 tlie Agent, 
acting reasonably, with all such other Persons as required by the Agent in 
its sole discretion; and 

4.1.12.3 that it will seek and obtain, as part of the Initial Order, an Order of the 
CCAA Court, in form and substance satisfactory to the Agent and the 
Lender, authorizing and directing 2473304 to enter into the above 
described Blocked Accounts airangements (the "Blocked Accounts 
Order"). 
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The Parties hereto hereby acknowledge, confom and agree that the continuing 
implementation of the cash management arrangements is a contractual 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 pui'suant to, or an enforcement of, any security or remedies 
whatsoever, that the cash management arrangements contemplated herein are critical 
to the structure of the lending arrangements contemplated herein, that tlie Agent is 
relying on this acknowledgement, confinnation and agreement with respect to such 
cash management arrangements in making accormnodations of credit available to 
2473304 and in particular that any accommodations of credit are being provided by 
the Agent and tlie Lender to 2473304 strictly on the basis of a borrowing base 
calculation to fully support and collateralize any such accommodations of credit 
hereunder. 

- - -Not^^thstan^ng jny_(^the in this Section 4.1.12, upon the issuance of an 
Order of the CCAA Court approving the transaction contemplated by. the Agency" 
Agreement entered into piu'suantto the SISP, during the Sale Term (as defined in the 
Agency Agreement) (provided tliat the Sale Teitn does not extend beyond the 
Forbeai'ance Period), proceeds fi-om the Sale (as defined in the Agency Agreement) 
and any Net FF&E Proceeds (as defined in the Agency Agreement) shall be collected 
and deposited in one or more Blocked Accoimts and upon written direction of 
2473304 approved in writing by the Monitor, the Agent shall remit, in accordance 
witli and subject to adjustment in the Agency Agreement (i) to the Monitor for the 
account of 2473304, an amount sufficient to pay sales taxes as set out in the direction 
in accordance with the terras of the Agency Agreement, (ii) to an Agency Account (as 
defined in the Agency Agreement) such amounts as set out in the direction in 
accordance with the tenus of the Agency Agi'eeraent, and (iii) to the Monitor, any Net 
FF&E Proceeds as set out in the direction. For purposes of greater certainty, 2473304 
shall take all steps necessary to cause (i) all payments on account of the Initial 
Guaranty Payment (as defined in the Agency Agreement) to be remitted to the 
Monitor for ultimate distribution to the Agent and which may be applied by the Agent 
against the Borrowings of 2473304, (ii) any remaining payments on account of the 
Guaranteed Amount (as defined in the Agency Agreement) to be deposited in the 
Blocked Accounts and which may be applied by the Agent against the Borrowings of 
2473304, and (iii) the deposit of all otlier amounts required to be deposited in the 
Blocked Accounts pursuant to this Agreement. Subject to the Agency Agreement, the 
Approval Order (as defined in the Agency Agreement and as referenced in the last 
paragraph of Section 4.1.13) and this Agi-eement, the amounts referenced in clause 
(iii.) in the preceding sentence (other than any Net FF&E Proceeds) may be applied by 
the Agent against the Boirowings of 2473304 pursuant to the cash management 
arrangements contemplated herein. 

4.1.13 Sale or Investment Solicitation Process: 2473304 agrees to continue the SISP and 
agrees as follows: 



- 1 9 -

4.1.13.1 all marketing materials, including, without limitation, a list of prospective 
purchasers, a form of non-disclosure agreement, and a teaser letter, copies 
of which have been provided to the Agent and the Lender, shall be to the 
satisfaction of the Agent and the Lender; . 

4.1.13.2 binding letters of interest from such prospective purchasers shall be due by 
May 23, 2016, and a definitive agi'eement with a selected purchaser who 
has submitted a letter of interest shall be executed by June 8,2016; 

4.1.13.3 2473304 shall ensure that the Agent, the Lender and tlie Monitor are 
promptly provided with copies of all marketing materials, any letters of 
interest or definitive agreements provided, any other communications in 
respect of the foregoing and any details of the foregoing reasonably 
requested by the Agent, the Lender or the Monitor, all of which shall be 
subject to Section 9.12 of the Credit Agreement; and 

4.1.13.4 all other terms of the above described SÏSP, and any amendments to the 
SISP, including, without limitation, the Agency Agreement, must be 
acceptable to the Agent and the Lender. 

On or before June 14, 2016, 2473304 shall seek and obtain the Order of the CCAA 
Coiut, in form and substance satisfactory to the Agent and the Lender, approving a 
ti'ansaction entered into pursuant to the above-described SISP, in form and substance 
satisfactory to the Agent and the Lender. 

4.2 Covenants in the Credit Agreement and the other Loan Documents 

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

ARTICLES 
AMENDMENTS TO LENDING ARRANGEMENTS 

5.1 Amendments to Existing Credit Agreement 

5.1.1 Each of the Obligors hereby agrees with the Agent and the Lender that, effective 
immediately, (a) the Commitment of the Lender to 2473304 shall be $8,000,000 
(reduced to $2,200,000 following receipt by the Agent, for the account of the Lender, 
of a distribution in the amount of (A) the Initial Guaranty Payment (as defined in the 
Agency Agreement) less (B) an amount of $500,000 on account of the Administration 
Charge (as defined in the Initial Order)) and to Grafton-Fraser shall be $27,000,000; 
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(b) the Lender shall not be required to extend further credit under the Credit 
Agi'eement to the Boirowers, and the BoiTowers shall not make any request for 
Borrowings, if any furtlier extension of credit made by tlie Lender as requested (i) by 
2473304 would result in the Lender's Exposure to 2473304 exceeding the lesser of 
$8,000,000 (as reduced pursuant to clause (a) above) or the Bon'owing Base of 
2473304; or (ii) by Grafton -Fraser would result in the Lender's Exposure to Grafton-
Fraser exceeding the lesser of $27,000,000 or the Borrowing Base of Grafton-Fraser; 
(c) the Borrowing Base shall be calculated separately for each of tlie Borrowers such 
that BoiTowings made by 2473304 will be subject to a calculation of the Borrowing 
Base and all of tire components tliereof attributable solely to 2473304 (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 Grafton-Fraser), and BoiTowiiigs made 
by Grafton-Fraser will be subject to a calculation of tlie Borrowing Base and of all of 
tire components tliereof 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 Borrowing 
Base and not any of the foregoing relating to 2473304) such that none of the 
Collateral of Grafton-Fraser shall be available to 2473304 to support 2473304 
Boiiowings and none of the Collateral of 2473304 shall be available to 
Grafton-Fraser to support Gi-afton-Fraser Bonowings; (d) no Borrower will create, 
incur, assume or permit to exist any Indebtedness of one Borrower to the other 
Bon'ower; and (e) notwitlistanding the foregoing, the Agent and the Lender shall 
permit extensions of credit to the Borrowers in excess of tlieir respective Borrowing 
Bases (but not in excess of tlie Lendei*'s respective Commitments to them) up to the 
amounts and during the periods set forth in the Approved CCAA Cash Flow and the 
GFI Cash Flow, it being agi-eed by Grafton-Fraser tliat an Availability Reserve 
against the Borrowing Base of Grafton-Fraser shall be applied by the Agent in an 
amount equal to any such overadvance by 2473304. Tlie ability of tlie Borrowers to 
incur Borrowings shall be detemiined on the basis that all debts and obligations of the 
Borrowers incurred in respect of goods or services provided, after tlie date of the 
Initial Order in the CCAA Proceedings shall be dealt with in accordance with the 
Approved CCAA Cash Flow and the GFI Cash Flow. • 

5.1.2 Each of the Obligors hereby agrees witli tlie Agent and the Lender tliat, effective 
immediately, (a) no new Baiilcers' Acceptances, BA Equivalent Loans or LIBO Rate 
Loans shaiJ 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 
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 2473304, provided that, so long as no 
Tenniiiating Event occurs, any existing Letter of Credit issued for the benefit of 
2473304 shall be allowed to remain outstanding and renew in accordance with its 
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terms; aiid (c) no new F / X  Contract shall be requested or concluded for the benefit of 
2473304. 

5.1.3 Except to the extent otherwise set foith in this Agreement, the Credit Facilities shall 
continue in accordance with their terms and conditions as set forth in,the Existing 
Credit Agreement. 

5.2 Purpose 

5.2.1 The proceeds of Borrowings by 2473304 shall, subject to tlie provisions of this 
Agreement, be used for funding in the ordinary course its operations and restructuring 
dui'ing the CCAA Proceedings, its out-of-pocket costs incuired in connection witli the 
CCAA Proceedings (including all reasonable fees and expenses of its counsel, the 
Consultant, the Monitor and the Monitor's counsel and tlie Agent's counsel), and for 
such other pmposes as may be agreed to by the Agent in writing; all in accordance 
witli the Approved CCAA Cash Flow. 

5.3 Maturity 

5.3.1 All amounts owing by 2473304 in connection with Borrowings by 2473304 under the 
Credit Agreement to the Agent and the Lender in connection with this Agreement, die 
Credit Agreement and all other Loan Documents shall be paid by 2473304 to the 
Agent in full on the Termination Date. The "Termination Date" shall be the date 
which is the eai-liest of: 

5.3.1.1 two.(2) days following the receipt by tlie Agent of wi'itten notice by any of 
the Borrowers of teirnination of any or all of the Credit Facilities; 

5.3.1.2 tlie date of issuance of a demand by the Agent for repajmient of any or all 
of the Obligations upon the occuirence of a Default or an Event of Default 
(otlier than an Existing Default); 

5.3.1.3 the implementation date of any plan of compromise and/or an'angement 
under tiie CCAA Proceedings; 

5.3.1.4 the date on which the stay imposed under the CCAA Proceedmgs is lifted, 
in whole or in paif, is terminated or lapses without extension, unless the 
Agent consents diereto; 

5.3.1.5 September 30, 2016 or such other date as may be agreed to by the Agent; 
and 

5.3.1.6 the occurrence or existence of any Terminating Event. 



ARTICLE 6 
REPRESENTATIONS, WARRANTIES AND COVENANTS 

Each of the Obligors represents, warrants and covenants with and to the Agent and the Lender as 
follows; 

6.1 Representations in Loan Documents 

Except for an)' 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 waiianties made by or on behalf of the Obligors to the Agent and the Lender 
in the Existing Credit Agreement or any of the other Loan Documents was true and correct when 
made, and in ail material respects is, true and coirect on the date of this Agreement, with the 
same flill force and effect as if each of tliose representations and wairanties had been made by 
the applicable Obligor on the date of, and within, 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 Agi'eement. 

6.3 No Conflict 

The execution and delivery and perfomiance of this Agi'eement by each Obligor will not violate 
any i-equirement of Applicable Law or any Material Conti-act of each Obligor, 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 pmsue any of their 
rights or remedies including, without limitation, enforcing their riglits under any of this 
Agreement, tlie Existing Credit Agreement or any of the other Loan Documents or under 
Applicable Law following the expiiy or termination of the Porbeai'ance 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 tlie following events (other than any such event that constitutes 
or gives rise to an Existing Default) will constitute a "Terminating Event" under this 



Agi-eement (and, for pmposes of greater certainty, a Default or an Event of Default under the 
Credit Agreement and the otlier Loan Documents): 

6.5.1 if any Additional Default occurs; 

6.5.2 if, on a cumulative basis tested weekly, in any given week during the Forbearance 
Period, the actual Receipts (as so described in the Approved CCAA Cash Flow) of 
2473304 or the actual Retail Receipts (as so described in the GFI Cash Flow) of 
Graflon-Fraser are less than their respective Minimum Cumulative Receipts amounts 
as shown on Schedule 8 hereto, or the aggregate amount of the actual Operating 
Disbui-sements and Non-Operating Disbursements (each as so described in the 
Approved CCAA Cash Flow and the GFI Cash Flow) of either 2473304 or Gi'afton-
Fraser are greater than their respective Maximum Cumulative Disbursements 
amounts as shown on Schedule 8 hereto; 

6.5.3 except for any court-ordered charge(s) granted by the CCAA Court in the CCAA 
Proceedings that rank in priority to the Liens of the Agent, witli the consent of the 
Agent, or as may otherwise be expressly consented to by tlie Agent, if any court of 
competent jurisdiction, including, witliout limitation the CCAA Court, makes any 
order declai-ing that all or part of 2473304's property is subject to a Lien, security or 
charge in favour of any party other than the Agent and, such court ordered char-ge 
purports to rank in any manner whatsoever in priority to any claim of the Agent under 
its Liens in the Security Documents or tlie DIP Priority Charge; 

6.5.4 if, on or after tlie date of this Agreement: 

6.5.4.1 the CCAA Proceedings are terminated without the prior or concument 
consent of tlie Agent or any Order of the CCAA Court is sought by 
2473304 or granted by the CCAA Court that could reasonably be expected 
to materially adversely affect the interests of the Agent or the Lender, 

6.5.4.2 this Agreement expires on September 30, 2016 without extension, or 

6.5.4.3 tlie Monitor reports to the CCAA Court tliat there has been a material 
adverse change in respect of 2473304 and/or the CCAA Proceedings; 

6.5.5 if 24733 04 makes any payment prohibited by the Initial Order; 

6-5.6 if 2473304 defaults in any pajanent on its due date of any amounfpayable by it after 
the date of the CCAA Filing Date in respect of services provided to or goods received 
by 2473304 after tlie date of the CCAA Filing Date, to any third party, in an amount 
in excess of $25,000 for any single transaction or $100,000 in the aggregate, other 
tlian amounts which 2473304 is disputing in good faith and otlier than as provided for 
under this Agreement o]' the Approved CCAA Cash Flow; 

6.5.7 if any Terminating Event (as defined in the Teim Forbeai'ance Agreement as it exists 
as at tlie date of this Agreement) occurs; 
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6.5.8 if any representation, warranty or other statement made or deemed to be made by any 
Obligor 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 Agent and the Lender 
as contemplated by this Agreement is untrue hi ajiy matenal respect (unless stated to 
be made as at a pailiculai* date and subject to applicable cure periods, if any); 

6.5.9 if there occurs, except as part of the SÎSP, a Change in Control of the legal or 
beneficial ownership in the capital stock of 2473304, including if any of the 
shareholders of tliat equity sell, assign, transfer, donate or otherwise dispose or create 
a Lien in respect of or covering such capital stock or enters into an agreement with 
respect to any of the foregoing; • 

6.5.10 if there occurs, except as part of the SISP tlie effect of which is reflected in the 
Approved CCAA Cash Flow and sumniaxized in detailed notes thereto, any: 
(a) closm-e of all or any material part of any of the business or operations of any of 
2473304 or any suspension of all or a material pait of the business or operations of 
2473304 and/or (b) disposition or sale of all or any material part of the business or 
operations of 2473304; 

6.5.11 if, other than the CCAA Proceedings, any action is taken by or against or consented 
to by any of the Obligors to institute proceedings to be liquidated, adjudicated a 
bankrupt or insolvent or consent to the institution of liquidation, banlcruptcy, 
insolvency or similar proceedings against any of the Obligors, 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 and, in the case of any action taken against any of the Obligors in connection 
with any of the foregoing, such petition, application or proceeding continues 
undismissed or unstayed for a period of 10 calendar days after the institution thereof; 

6.5.12 if any action, claim or proceeding is formally commenced, filed or lodged against any 
of the Obligors after the entry of the Initial Order, which is not stayed, and the same 
gives rise to, or could reasonably be expected to give rise to, indebtedness, liabilities 
or obligations of $500,000 and such action, claim or proceeding continues 
undismissed or unstayed for a period of 10 calendar days after the institution thereof; 

6.5.13 if an application or motion is made seeking to have Grafton-Fraser designated as an 
"Applicant" in the CCAA Proceedings or Grafton-Fraser is afforded a stay of 
proceedings under the CCAA Proceedings; 

6.5.14 if 2473304 otherwise sells, ti-ansfers or assigns or otherwise disposes of (other than in 
the ordinary course of business or as contemplated in this Agreement or the SISP) or 
grants a Lien on any of the Collateml or enters into any agi*eement to do so other than 
as specifically contemplated in tliis Agreement, tlie Existing Credit Agi*eemeiit or any 
of the Loan D ocuments or with the prior written consent of the Agent; 
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6.5.15 if any creditor or encumbrancer of 2473304 takes possession of any of its property or 
assets, or if distress or execution or any similar process is levied or enforced against 
2473304's property or assets; 

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

6.5.17 if tlie Agent determines that a Material Adverse Change in the financial or business 
condition, or prospects of, any Obligor has occuiTed or that a Material Adverse 
Change in the value of the Collateral relative to the Obligations has occurred; or 

6.5.18 if any step is taken or event occurs that would materially prejudice or jeopardize the 
Agent's or the Lender's priority rights under this Agreement, the Credit Agreement or 
the other Loan Documents or the Collateral secured by the Loan Documents. 

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 (including, if applicable, the Initial Order). 

ARTICLE 7 
CONDITIONS PRECEDENT TO THIS AGREEMENT 

7.1 Conditions Precedent 

7.1.1 ITie forbearance and other accommodations granted by the Agent and the Lender 
hereunder shall only be granted by tlie Agent and tlie 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 June 7, 2016, 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 the 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 acknowledged and 
agreed by the Obligors that, in satisfying this condition precedent, each 



-26-

such amount shall be automatically debited by tlie Agent from the 
opemting account of2473304 without any further consent or agreement of 
2473304 being required in respect thereof; . 

7.1.1.3 the Agent shall have confinned to the Obligors that the Approved CCAA 
Cash Flow prepared by 2473304 to be filed with its CCAA materials and 
that the GFI Cash Flow prepared by GFI are each satisfactory to the 
Agent; 

7.1.1.4 the Agent shall have received, within the time periods specified in 
Section 4.1.4.3 hereof, copies of all materials to be filed by 2473304 in the 
CCAA Proceedings, all supporting materials in respect of such materials, 
the list of creditors and the Approved CCAA Cash Flow and shall be 
satisfied in its sole discretion with such mateiials, list, Approved CCAA 
Cash Flow and the relief sought; 

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

7.1.1.5.1 provide that the Agent shall at all times be treated as an 
"unaffected creditor" in the CCAA Proceedings and in any 
plan of compromise or arrangement filed pursuant thereto 
and/or in any other insolvency, resti'ucturing, 
reorganization and/or arrangement proceeding with respect 
to 2473304 thereafter including, without limitations, 
proceedings under the CCAA or the BIA and any stay of 
proceedings ordered by the CCAA Court in the CCAA 
Proceedings shall not apply to the Agent and the Lender, 
provided the Agent shall give not less than five (5) 
Business Days' prior written notice to 2473304 and the 
Monitor of its intention to cease making advances or set-off 
or consolidate any amounts owing by the Agent or the 
Lender to 2473304 under this Agreement and the Credit 
Agreement, and during such notice period the Agent shall 
continue to fund only the payment of employee wages, 
Priority Payables and, provided there is sufficient 
availability, such expenditures as are contemplated in the 

^ then current Approved CCAA Cash Flows and reasonably 
requested by 2473304 and as agreed to by the Agent acting 
i]i its sole and unfettered discretion; 

7.1.1.5.2 provide that tire aggregate of any and all advances of ftinds 
by tire Agent and the Lender to 2473304 under the Credit 
Agreement (as amended by this Agreement) • made on or 
after the time of the gmnting of the Iiritial Order shall be 
secured by a CCAA Couil ordered security and charge in 
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favour of the Agent (the "DIP Priority Charge") which 
security and charge shall rank in priority to every other 
claim, Lien and security interest against 2473304's 
property, assets and undertaking (other than the Term 
Priority Collateral (as such, term is defined in the 
Intercreditor Agreement)), other than the Administration 
Chai'ge (as defined in the Initial Order), and any charge 
(expressly consented to by the Agent) granted in favour of 
a successful purchaser pursuant to tlie SISP granted by the 
CCAA Court in the CCAA Proceedings which may have 
priority over the DIP Priority Charge and the Agent's 
Liens, without any need or requirement for any further 
steps for attachment, perfection, opposability against tliird 
parties, registration, publication or other notice thereof 
required to be taken by the Agent; . 

7.1.1.5.3 provide that except as may be expressly consented to by the 
Agent, at no time on and at any time after the CCAA Filing 
Date shall all or part of 2473304's property be the subject 
of a court ordered security or charge in favour of any party 
(other than the DIP Priority Charge in favour of the Agent) 
where such secuiity or charge is purported to rank in any 
manner whatsoever in priority to any claim of the Agent or 
the Lender in respect of the Liens under the Security 
Documents and/or under the DIP Priority Charge; 

7.1.1.5.4 include the Pre-fiUng 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 Term 
Administrative Agent has agreed to forbear from 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 arising from the 
CCAA Proceedings or otherwise, and delivery of an executed copy of the 
Term Forbearance Agreement shall be satisfactory evidence thereof as 
well as shall constitute the consent by the Agent and the Lender to the 
changes to the Term Loan Documents and other agreements contemplated 
thereby; and 

7.LI.7 all other documentation reasonably required by the Agent and its counsel 
in connection with tliis Agreement (including, without limitation, such 
further assurances, resolutions, opinions and additional confumations or 
other agi-eements 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 ai-e 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 tlie 
satisfaction of the Agent as provided for above, and the Agent will not waive satisfiiction thereof 
at its sole discretion, tiren the forbearance and other accommodations granted by (lie Agent 
hereunder shall be tenninated. 

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 tlie other Loan Documents are specifically acknowledged, 
ratified and confinned by the Obligors. To the extent of conflict between the terms of tliis 
Agreement, the Existing Credit Agreement and the other Loan Documents, tlie terms of tliis 
Agreement will govern. 

8.2 Costs and Expenses 

The Obligors hereby absolutely and unconditionally jointly and severally agi*ee to pay to and 
fully indemnify tlie 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 this 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 other 
expenses incuned by the Agent in connection with tliis Agreement, the Credit Agreement and 
the other Loan Documents including without limitation; (a) • legal expenses in connection with 
the preparation, negotiation and interpretation of tliis Agreement, the other agreements or 
documents contemplated by tliis Agreement, the Credit Agreement and the other Loan 
Documents and the administration of this Agreement, the Credit Agreement and tlie otlier 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) incuiTed in connection with the 
protection and enforcement of this Agreement, the Credit Agreement or.any of the otlier Loan 
Documents or in connection with any proceeding in respect of bankruptcy, insolvency, ivinding 
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 otlier applicable jurisdiction, or any local or foreign bankruptcy, 
insolvency, reorganization, receivership or similar law. Each Obligor specifically authorizes the 
Agent to debit from any of its accounts with tlie Agent the amount of any such existing and 
fiiture fees and disbursements, and other expenses and tlie Agent agrees to use commercially 
reasonable efforts to notify such Obligor of such debit and the amount thereof as soon as 
practicable thereafter. 



8.3 Release 

8.3.1 In consideration of this Agreement and for other good and valuable consideration, 
each Obligor, on their o\vn behalf and on behalf of their respective successors, 
assigns, and other legal representatives, absolutely, unconditionally and inevocably 
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 ai'e 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 ail other claims, counterclaims, defences, rights of 
set-off, demands and liabilities (individually, a "Claim" and collectively, "Claims") 
known or vmknown, botli 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 clrciunstance, action, cause or 
tiling 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 Credit Agreement or any of the other Loan Documents or any 
transactions under or related to, this Agreement, the Credit Agreement or any of the 
other Loan Documents; (b) any and all proposed refinancings of the Borrowers by the 
Lender (past or present), Including, without limitation, any and all prior proposed 
ofibrs of finance (whether consummated or not), term sheets, indicative and 
non-binding tenu sheets or negotiations for financing, between the Lender and any 
and all of the Bonowers; 

8.3.2 each Obligor understands, acknowledges and agrees that tlie release set out in 
Section 8.3.1 may be pleaded as a fiill and complete defence and may be used as a 
basis for an iiijiuiction against any action, suit or other proceeding which may be 
instituted, prosecuted or attempted in breach of the provisions of that release; and 

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. Î. 

8.4 Sm-vival 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 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. 



8.5 Governing Law 

This Agreement is governed by, and is to be constmed and interpreted in accordance witli, 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 Agent and the Lender that it: 

8.6. .1 understands fully the terms of this Agi'eement and the consequences of the execution 
and delivery of this Agreement; ' 

8.6.2 has been afforded an oppoitunity to have tliis Agreement reviewed by, and to discuss 
this Agi-eement 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 hee will and accord and without thi-eat, dui'ess or 
otlier coercion of any kind by any Person. . 

The Parties hereto acknowledge and agree that neither tlris Agreement nor the other documents 
or instraments executed pursuant hereto will be constiuied 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 Agi-eement 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 tliis Agreement in any other proper 
jurisdiction, each of the Parties irrevocably submits and attoms to the non-exclusive jurisdiction 
of the courts of Ontario sitting in Toronto to determine all issues, whether at law or in equity 
arising fr*om this Agreement. To the extent permitted by Applicable Law, each of the Parties 
in-evocably 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 tliat 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 whidi may be 
called upon to enforce the judgment of the courts referred to in tliis 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) wltli respect to itself or its property, that Party in-evocably waives that 
immunity in respect of its obligations under this Agreement. ' . 



8.8 Mutual Waiver of Jury Trial 

Because disputes aiising 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 aihitration, the Parties waive all rights 
to trial by jmy in any action, suit, or proceeding brought to resolve any dispute, whether arising 
in contract, tort, or otlierwise 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 this Agreement, the Credit Agreement or any of the other Loan Documents or 
the transactions related to this Agi-eement, 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 Agent and the Lender 

The Agent and the Lender shall at all times be treated as an "unaffected creditor" in the CCAA 
Proceedings and in any plan filed pursuant thereto and/or in any other insolvency, restructuring, 
reorganization and/or arrangement proceeding with respect to 2473304 thereafter including, 
without limitation, proceedings under the CCAA. 2473304 acknowledges that the Agent and the 
Lender have relied to their detriment on this covenant in entering into this Agreement. 

8.11 Notices 

Any Communication or notice must be in writing and delivered in accordance with the Credit 
Agi'eement. 

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 Agent to give effect to this 
Agreement and, without limiting the generality of the foregoing, will do or cause to be done all 
acts and tilings, execute and deliver or cause to be executed and delivered all agi-eements and 
documents and provide such assurances, undertakings and infonnation as may be required from 
time to time by all regulatory or governmental bodies or stock exchanges having junsdiction 
over the affairs of a Party or as may be required from time to time under applicable securities 
legislation. 
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8,13 Confirmation of Documents and Terms 

Each of the Obligors hereby agrees to the terras 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 Ci-edit Agreement continue in flill force and effect in accordance with their 
respective temis and that all Security Documents and other Loan Documents executed by it 
secure and shall continue to secure the Obligations. 

8.14 No Merger or Novation 

All Security Documents, other Loan Documents and other documents and instruments provided 
to the Agent and the Lender or othei-wise entered into by the Obligors prior to the date hereof in 
connection with the Credit 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 ail 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 teniiination of this Agreement is 
binding unless it is executed in writing by the Party 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 (whehier or not similar) nor does such waiver constitute a continuing waiver unless 
otherwise expressly provided. 

8.16 Assignment and Enurement 

No Obligor will be entitled to assign tliis Agreement or any right or obligation under this 
Agreement without the prior consent of tlie Agent. The Agent may assign this Agreement and 
any of their rights and obligations under this Agi-eenien.t 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 peiinitted assigns. 

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

8.17.2 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 counteipaits will, together 
constitute one and the same inslTument. 

8.19 Electronic Signatures 

Delivery of this Agreement by facsimile or other electronic transmission (including tlnough 
"pdf fomrat via email) constitutes valid and effective delivery. 

8.20 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 INTENTIONALLY LEFT BLANK. 



Each, of the Parties has executed and delivered this Agreement effective as of the ^ day of 
June, 2016. 

2473304 ONTARIO INC. 

Per 
Name: 
Title: [ cfo 

CCAA Pi-ocess Forbearance Agreement-signatui-e page 



GRAPTON-FRASER ifîb. / 

Per 
Name: 
Title: , Sun 

•^ee President & CFO 
Grafton-Fxaser Inc. 

CCAA Process Forbearance Agreement - signature page 



CANADIAN IMPERIAL BANK OE 
COMMERCE, as Agent and as Lender 

Authorized Signatory 

CCAA Process Forbearance Agreement-signature page 



SCHEDULE 1 
EXISTING INDEBTEDNESS 

Existing Indebtedness under the Credit Agreement - As at 4:00 p.m. (EDT) on 
June 3, 2016; 

CAD$ CAD$ USD$ USD$ 
Grafton- Fraser 2473304 Grafton-

Fraser 
2473304 

1 Prlncioal Loan Balance . 
June 3. 2016 

26,129,238.99 7,471,469.60 (6,182.38) (6.92) 

2 Interest and fees 
outstanding 
Interest and fees paid to: 31-May 31-May Si-May 31-May 
Days to Calculate interest 3 3 3 3 

interest to June 03 -
Prime Loan 

5,797.29 1,662.51 - -

Wire fees on advances 2.00 - - -

Unused Line fee, 180.59 563.28 • - -

Monthly Collateral 
Management fee 

1,000.00 - - -

Total balances owing 26,136,218.87 7,473,595.39 (6,182,38) (6.92) 



SCHEDULE2 
APPROVED CCAA CASH FLOW 

SEE ATTACHED 



JNY - Sale I Wind-Down Cash Flow Forecast 
Pre-Filino Llauldation Period Wind 

($aoo-s) Mav2« Jun04 Jun 11 dun 18 dur 25 du( 02 Jui 09 Jul 16 Jul 23 Jul 30 Aug OB Aug 13 Aup 20 Aug 27 Down -<-fô'è'tl' 
CoiTips (51%) (45%) (56%) 
Receipts 

Retail $ 676 S 619 S 530 S 214 S S - $ - S S - S - S - S - S - S - S ;-HO4^X-Equity Bid Inv - - 6,023 - - - 1,416 - -

Fixtures - - - - - - 250 - -

676 619 S30 8.237 . . - 1,666 . - >il-f.729? 
Operating Disbursements Lî;-y 

Rent (536) - - - (536) - - (536) - .«(/fé'iib) 
Royally - - - - (183) - (425) - (630) 5?r"(i298): 
Payroll (155) (80) (306) (59) (139) (64) (53) (110) - - 0^-Merch/Ouly Freight (SS) (25) - - - - - - - -

Other Operating (10) (23) (23) (11) (11) (11) (11) (11) (11) (11) - -

Sates Tax (76) - - - (150) . - 23 106 170 
CO Fees (46) - - - (29) - - - -

(264) (766) (329) (70) (ISO) (993) (111 (70) (11) (546) (513) 106 (520) 
NotOperatlng CF 412 (147) 201 8.167 (150) (993) (11) (70) (11) 1,120 (513) 106 (5201 é-7jsix-.' 
Non-Operating Ojsb. •;;^4(v'.vV. 

Prof Fees (136) (435) (231) (152) (102) (149) (119) (90) (57) (73) (40) (183) (51) (45) (194) ;>Î2-jiè§) 
Inlerco (166) - - - - - (50) • (50) - 1,432 i:';1;Î46:-. 
Rent Recovery - - - 46 ' 95 95 95 95 95 95 95 95 48 
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SCHEDULE 3 
EXISTING SECURITY 

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

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

3 a guarantee agi-eement dated as of February 12, 2016 executed by Grafton-Fraser and 
2473304 in favow of tlie Agent; 

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

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

6 a notice of intention to give security under Section 427 of the Bank Act (Canada) dated as 
of February 12, 2016 with respect to 2473304 and registered with the agency of tlie Bank 
of Canada for the Province of Ontario on January 25,2016 under tlie 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 February 12, 2016 and 
executed by Grafton-Fraser in favour of the Agent; 

8 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 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 
favom* of tlie Agent; 

10 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 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 tlie 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 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 2473304 in favour of the Agent; 

13 a deed of hypothec executed by 2473304 on Febmary 10, 2016 in favour of tlie Agent as 
' hypothecary 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 accoiurt agreement dated as of Februai7 12, 2016 among Grafton-Fraser, the 
Agent and Canadian Imperial Banlc of Commerce, in its capacity as the provider of 
banking services; 

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

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

19 a blocked account agreement dated as of April 29, 2016 among Grafton-Fraser, the 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 Bank of Canada, in its capacity as tlie provider of banking 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 Monti*eai, in its capacity as the provider of banking services. ' 



SCHEDULE 4 
NON-LENDER ACCOUNTS 

Owner Type of Account Bank 
Reason for Exclusion 

from Control/ 
Requirement 

Grafton-Fraser Inc. Store depositoi7 account Royal Bank of Canada 06012-177-597-2 

Grafton-Fraser Inc. Main Account Bank of Montreal 0002-1.207-975 

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

Grafton-Fraser Inc. Operatijig account Bank of Montreal 0002-1915-867 

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

Grafton-Fraser Inc. US$ Operating account Bank of Montreal 0002-4691-263 

2473304 Ontario Inc. Store Depository Account 
CJNY) 

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. Payroll Account Bank ofMonti'eal 0002-1883-71! 

2473304 Ontario Inc. Vendors Account Bank ofMontreal 0002-1883-738 

2473304 Ontario Inc. USD Account Bank ofMontreal 0002-4671-940 



SCÎIEDULE 5 
GFI CASH FLOW 

SEE ATTACEIED 
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2016 GFl Cash Flows 

REDACTED 



2016 GFI Cash Flows (Continued) 

REDACTED 



SCHEDULE 6 
EXISTING DEFAULTS 

1. Grafton-Fraser has failed to make payment in respect of Material Indebtedness, namely under 
the Tenn 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. ' 

2. 2473304 has acted in Jùrtherance 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. 



SCHEDULE? 
FORM OF TERM FORBEARANCE AGREEMENT 

SEEAH^ACHED 



SCHEDULES 

MINIMUM RECEIPT AND MAXIMUM DISBURSEMENT COVENANT LEVELS 

SEE ATTACHED 
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THIS IS EXHIBIT "E" 

referred to in the Affidavit of 

Mark Sun sworn before me this 

6th day of June 2016 



Execution Copy 

$50,000,000 
AMENDED AND RESTATED CREDIT FACILITY 

GRAFTON-FRASER INC., 
As Borrower 

- and-

THE GUARANTORS THAT MAY BECOME FROM TIME TO TIME 
PARTIES HERETO 

-and-

OFS AGENCY SERVICES, LLC, 
as Servicing Agent 

-and-

BTD CP HOLDINGS LP, 
as Administrative Agent and 

Lead Arranger 

- and -

THE LENDERS FROM TIME TO TIME 
PARTIES HERETO 

Credit Agreement 
Made as of May 24,2007, as amended and 
restated as of September 10, 2008 and as 
further amended and restated as of June 

16,2009 
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AMENDED AND RESTATED CREDIT AGREEMENT 

THIS AMENDED AND RESTATED CREDIT AGREEMENT made as of the 
day of June, 2009. 

B E T W E E N :  

GRAFTON-FRASER INC., 
a corporation amalgamated under the laws of the 
Province of Ontario, as borrower 

(hereinafter referred to as the "Borrower"), 

- and-

THE GUARANTORS THAT MAY BECOME 
FROM TIME TO TIME PARTIES HERETO, 

(hereinafter referred to as the "Guarantors"), 

- and -

THE LENDERS FROM TIME TO TIME 
PARTIES HERETO, 

(hereinafter referred to as the "Lenders"), 

- and -

OFS AGENCY SERVICES, LLC, 
a limited liability company formed under the laws 
of the State of Delaware, as Servicing Agent for the 
Lenders 

(hereinafter referred to as the "Servicing Agent") 

- and - • 

BTD CP HOLDINGS LP, 
a limited partnership formed under the laws of the 
State of Delaware, as Administrative Agent and 
Lead Arranger, formerly known as GSO CP 

" Holdings LP 

(hereinafter referred to in its own capacity as "BTD 
LP" and in its capacity as administrative agent on 
behalf of the Lenders, as the "Administrative 
Agent"), 

Toi#: 2329457.8 



WHEREAS GF Acquisition Corp., the predecessor by amalgamation to the 
Borrower, and GSO Special Situations Fund LP are parties to a credit agreement dated as of May 
24, 2007 with the guarantors that may become from time to time parties thereto and the lenders 
that may become from time to time parties thereto (the "Original Credit Agreement"); 

AND WHEREAS the original lenders party to the Original Credit Agreement 
subsequently assigned their Participations (as such term is hereinafter defined) in the aggregate 
Outstanding Advance (as such term is hereinafter defined) to the Lenders; 

AND WHEREAS on September 10, 2008, GSO Special Situations Fund LP 
resigned as administrative agent and lead arranger under the Original Credit Agreement and 
BTD LP was appointed to such positions; 

AND WHEREAS on September 10, 2008, OFS Agency Services, LLC was 
appointed the Servicing Agent and agreed to assume certain responsibilities previously under the 
responsibility of the administrative agent; 

AND WHEREAS on September 10, 2008, the parties entered into an amended 
and restated credit agreement (the "Existing Credit Agreement") to reflect the resignation and 
appointments referred to above and certain other amendments set forth therein; 

AND WHEREAS the parties wish to enter into this amended and restated 
agreement to, among other things, amend certain covenants of the Borrower set forth in the 
Existing Credit Agreement and the Interest Rate payable on the Advance; 

NOW THEREFORE THIS AGREEMENT WITNESSES that, in consideration of 
the premises, the covenants herein contained and other valuable consideration (the receipt and 
sufficiency of which is hereby acknowledged), the parties hereto agree as follows: 

ARTICLE 1 
INTERPRETATION 

1.1 Definitions 

In this Agreement: 

"Accounts" means the accounts kept by the Servicing Agent pursuant to Section 2.14 to 
record the Borrower's liabilities to the Lenders under this Agreement; 

"Acquired Indebtedness" of any Person means Indebtedness of any other Person 
(including any Subsidiary) existing at the time, and continuing to exist immediately after 
the time, such other Person becomes a Guarantor or is merged into, or consolidated or 
amalgamated with, such Person or that is assumed in connection with the acquisition of 
assets from such other Person and, in each case, not incurred by such other Person in 
connection with, or in anticipation or contemplation of, such other Person becoming a 
Guarantor or such merger, consolidation, amalgamation or acquisition; 
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"Administrative Agent" means BTD LP, in its capacity as administrative agent for the 
Lenders hereunder, or any successor Administrative Agent appointed pursuant to Section 
11.6(c); 

"Advance" means the $50,000,000 advanced by the Lenders to the Borrower pursuant to 
the Drawdown Notice referred to in Section 2.3, as such amount may be reduced from 
time to time in the event of any prepayments made by the Borrower pursuant to Section 
2.6 or Section 2.8 and as such amount may be increased from time to time on Interest 
Payment Dates falling on or prior to the first anniversary of the Effective Date pursuant 
to Section 2.10(b); 

"Affiliate" means an affiliated body corporate, partnership, joint venture or other Person 
and, for the ptuposes of this Agreement, (i) one body corporate, partnership, joint venture 
or other Person is affiliated with another if one such body corporate, partnership, joint 
venture or other Person is the Subsidiary of or is Controlled by the other or both are 
Subsidiaries of the same body corporate, partnership, joint venture or other entity or each 
of them is Controlled by the same Person and (ii) if two bodies corporate, partnerships, 
joint ventures or other Persons are affiliated with the same body corporate, partnership, 
joint venture or other Person at the same time, they are deemed to be affiliated with each 
other; 

"Affiliate Transaction" has the meaning specified in Section 6.2(i); 

"Agents" means, collectively, the Servicing Agent and the Administrative Agent and 
each individually an "Agent"; 

"Agreement" means this agreement and all Schedules attached hereto, as the same from 
time to time may be amended, restated, replaced or superseded in accordance with the 
terms hereof; 

"Applicable Law" means, with respect to any Person, property, transaction or event, all 
present or future applicable laws, statutes, regulations, rules, orders, codes, treaties, 
conventions, judgments, awards, determinations and decrees, official policies, guidelines, 
rulings, interpretation, bulletins and directives of any Governmental Authority (whether 
or not having the force of law) or court of competent jurisdiction in any applicable 
jurisdiction, provided that in the case of any of the foregoing that do not have the force of 
law, the same are nevertheless applicable to or binding on such Person or such Person's 
property; 

"Applicable Pension Legislation" means, at any time, any applicable Canadian federal 
or provincial pension legislation, including all regulations made thereunder and all rules, 
regulations, rulings, guidelines, directives and interpretations made or issued by any 
Governmental Authority in Canada having or asserting jurisdiction in respect thereof, 
each as amended or replaced from time to time; 

"Arm's Length" has the meaning ascribed thereto for the purposes of the Income Tax Act 
(Canada) in effect as of the date hereof; 
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"Asset Disposition Trigger Event" means any Asset Sale made by the Borrower or a 
Guarantor; 

"Asset Sale" means any direct or indirect sale, issuance, conveyance, assignment, 
transfer, lease or other disposition (including by way of merger, consolidation or Sale and 
Lease-Back Transaction), other than to the Borrower or any Guarantor, in any single 
transaction or series of related transaction of (a) any Stock of or other equity interest in 
any Guarantor, or (b) any Property of the Borrower or of any Guarantor; provided that an 
Asset Sale shall not include: (i) a transaction or series of related transactions for which 
the Borrower and any Guarantor or any of them receive aggregate consideration of less 
than $500,000, (ii) the sale, lease, conveyance, disposition or other transfer of all or 
substantially all of the assets of the Borrower or any Guarantor as permitted by 
Section 6.2(d) or Section 9.1, (iii) any disposition of any Cash Equivalents for proceeds 
equal to the greater of their face or notional amount and their fair market value, (iv) the 
sale or other disposition of inventory in the ordinary course of business, (v) any sales of 
property or equipment that has become wom out, obsolete or damaged or otherwise 
unsuitable for use in connection with the business of the Borrower or a Guarantor, as the 
case may be, where the proceeds of sale are immediately reinvested in the business of the 
Borrower or Guarantor, (vi) any sale or discount of receivables in the ordinary coxirse of 
business on terms customary for transactions of such nature, excluding any securitization 
transaction, (vii) any transaction consummated in compliance with Section 6.2(h), and 
(viii) any leases or licences of assets not otherwise prohibited hereunder; 

"Asset Sale Proceeds" means, with respect to any Asset Sale, (i) cash received by the 
Borrower or any Guarantor from such Asset Sale (including "cash received as 
consideration for the assumption of liabilities inciirred in connection with or in 
anticipation of such Asset Sale), after (A) payment of all reasonable brokerage 
commissions, imderwriting and other fees (including legal and accoimting fees) and 
expenses related to such Asset Sale, and (B) deduction of appropriate amounts to be 
provided by the Borrower or a Giiarantor as a reserve, in accordance with GAAP, against 
any liabilities associated with the assets sold or disposed of in such Asset Sale and 
retained by the Borrower or a Guarantor after such Asset Sale, including, without 
limitation, pension and other post-employment benefit liabilities and liabilities related to 
environmental matters or against any indemnification obligations associated with the 
assets sold or disposed of in such Asset Sale, and (ii) promissory notes and other non
cash consideration received by the Borrower or any Guarantor from such Asset Sale or 
other disposition upon the liquidation or conversion of such notes or non-cash 
consideration into cash or Cash Equivalents; 

"Attributable Indebtedness" means, with respect to any Sale and Lease-Back 
Transaction, as at the time of determination, the greater of (i) the fair market value of the 
property subject to such arrangement (as reasonably determined by the Lenders) and (ii) 
the present value of the total obligations of the lessee for rental payments during the 
remaining term of the lease included in such Sale and Lease-Back Transaction (including 
any period for which such lease has been extended) or until such lease may be terminated 
by the lessee without penalty (or if terminable with a penalty, the aforesaid present value 
shall include the present value of such penalty). Such present value shall be calculated 

Torf: 2329457.8 



- 5 -

using a discount rate equal to the rate of interest implicit in such transaction, determined 
in accordance with GAAP; 

"Banking Day" means a day, other than a Saturday or a Sunday or other day on which 
banks are required or authorized to close in any of Toronto, Canada, New York, New 
York, or London, England; 

"Borrower" means Grafton-Fraser Inc., the corporation existing as a result of the 
amalgamation of GF Acquisition Corp. and Grafton-Fraser Inc., and its permitted 
successors and assigns; 

"Borrower's Security" has the meaning specified in Section 7.1; 

"Borrower's Security Documents" has the meaning specified in Section 7.1; 

"Business" means the business of operating as a specialty retailer of menswear, tailored 
clothing and big and tall men's apparel, including operating under the Tip Top Tailors, 
Mr. Big & Tall, George Richards Big & Tall, Kihgsport, Kingsport Clothier, Stonehouse 
and Grafton & Co. trademarks, carried on, or to be carried on, by the Borrower and its 
Subsidiaries; 

"Canadian Dollars" and the symbols "$", "CAD" and "Cdn.S" each means the lawful 
currency of Canada in immediately available funds; 

"Capital Asset" means, with respect to any Person, any tangible fixed or capital asset 
owned or leased (in the case of a Capital Lease) by such Person, or any expense incurred 
by such Person that is required by GAAP to be reported as a non-current asset on such 
Person's balance sheet; 

"Capital Expenditures" means, with respect to any. Person and any period, all amounts 
expended by such Person during such period to acquire or construct or as may be 
otherwise expended, in respect of Capital Assets (including all amounts paid or accrued 
on Capital Leases and other Indebtedness incurred or assumed to acquire or constmct or 
be expended on Capital Assets) net of tenant allowances, required to be capitalized in 
accordance with GAAP; 

"Capital Leases" shall mean any and all lease obligations of a lessee that, in accordance 
with GAAP, are required to be capitalized; 

"Cash Equivalents" means (a) marketable direct obligations issued by, or 
unconditionally guaranteed by, the Government of Canada or issued by any agency or 
instrumentality thereof and backed by the full faith and credit of Canada, in each case 
maturing within one year from the date of acquisition thereof; (b) marketable direct 
obligations issued by any province or territory of Canada or any political subdivision of 
any such province or territory or any agency or instrumentality thereof maturing within 
one year from the date of acquisition thereof and, at the time of acquisition, having one of 
the two highest rating obtainable from either S&P or Moody's; provided that, in the event 
that any such obligation is not rated by S&P or Moody's, such obligation shall have the 
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highest rating from DBRS Limited; (c) investment in time deposit accounts, term deposit 
accounts, money market deposit accounts, certificates of deposit or bankers' acceptances 
maturing within one year from the date of acquisition thereof issued by any bank 
organized or licensed to carry on business rmder the laws of Canada or any Canadian 
branch of a foreign bank having at the date of acquisition thereof combined capital and 
surplus of not less than $1,000,000,000; (d) repurchase obligations with a term of not 
more than 30 days for underlying securities of the types described in clause (a) above 
entered into with any bank meeting the qualifications specified in clause (c) above; and 
(f) investments in money market funds that invest substantially all their assets in 
securities of the types described in any of clauses (a) through (d) above; • 

"Change of Control" means (a) any sale, assignment, transfer or other disposition by 
StonehouseCo and/or the Parent that results in any Person other than the Parent acquiring 
an aggregate of more than 50% of the outstanding Voting Securities of the Borrower 
(calculated as of the date of the sale, assignment, transfer or other disposition) to one or 
more Persons that are not Affiliates of the Parent, (b) any sale, assignment, transfer or 
other disposition of all or substantially all of the assets of the Borrower or its successor to 
one or more Persons that are not Affiliates of the Parent, (c) any transaction or series of 
transactions resulting in a Guarantor ceasing to be a wholly-owned Subsidiary of the 
Borrower, or (d) any other merger, consolidation, amalgamation or other transaction that 
results in a Person other than the Parent or its Affiliates having Control of the Borrower; 

"Claims" has the meaning specified in Section 10.4(a); 

"Closing Date" means May 24,2007; _ 

"Collateral" means, collectively, all of the Property subject to the Liens, or intended to 
be subject to the Liens, created by the Security Documents, mcluding any such Property 
that is or is intended to be subject to the Liéns as a result of Borrower's execution and 
delivery of this Agreement, the Original Agreement and the Existing Agreement; 

"Commitment" means, with respect to a Lender, the amount set forth opposite the name 
of such Lender on Schedule 1.1(a); 

"Consolidated Leverage Ratio" means, at any time, the ratio of the Borrower's Senior 
Indebtedness as at such time to LTM EBITDA for the twelve month period then ended; 

"Consolidated Net Income" means, with respect to any Person, for any period, the 
aggregate of the Net Income of such Person and its Subsidiaries for such period, on a 
consolidated basis, determined in accordance with GAAP; 

"Contractual Obligation", of any Person, means any indenture, note, lease, loan 
agreement, security, deed of trust, mortgage, security agreement, guaranty, instrument, 
contract, agreement or other form of contractual obligation or undertaking to which such 
Person is a party or by which such Person or any of its Property is bound; 

"Control" and its derivatives means, the possession of the power to elect a majority of 
the board of directors of a Person, directly or indirectly, and whether through the 
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ownership or control of voting securities, voting rights, contract or otherwise, with or 
without the cooperation of others; 

"Counsel to the Borrower" means Osier, Hoskin & Harcourt LLP or such other firm of 
legal coxmsel as the Borrower and any Guarantor may firom time to time designate with 
the approval of the Lenders, such approval not to be unreasonably withheld; 

"Cumulative Free Cash Flow" means, at any date, EBITDA for the prior fiscal year, as 
determined in accordance with this Agreement, less the sum of the Borrower's cash 
interest payment obligations. Capital Expenditures and cash Taxes actually paid by the 
Borrower or any Subsidiary of the Borrower during each of the Borrower's fiscal years; 

"Default" means an event or condition that constitutes an Event of Default or that, with 
the giving of notice or the passage of time, the making of any determination, the 
satisfaction of any other condition or any combination thereof as provided for herein, 
would constitute an Event of Default; 

"Disqualified Capital Stock" of any Person means any Stock of such Person or a 
Subsidiary thereof that, by its terms (or by the terms of any security into which it is 
convertible or for which it is exchangeable at the option of the holder), or upon the 
happening of any event, matures or is mandatorily redeemable, pursuant to a sinking fund 
obligation or otherwise, or is redeemable at the option of the holder thereof, in whole or 
in part, on or prior to the Maturity Date, for cash or securities constituting Indebtedness. 
Without limitation of the foregoing, Disqualified Capital Stock shall be deemed to 
include any preferred stock of a Person or a Subsidiary of such Person, with respect to 
either of which, imder the terms of such preferred stock, by agreement or otherwise, such 
Person or Subsidiary is obligated to pay current dividends or distributions in cash during 
the period prior to the Maturity Date; provided, however, that preferred stock of a Person 
or any Subsidiary thereof that is issued with the benefit of provisions requiring a change 
of control offer to be made for such preferred stock in the event of a change of control of 
such Person or Subsidiary shall not be deemed to be Disqualified Capital Stock solely by 
virtue of such provisions; 

"Drawdown" means a drawdown of an Advance; 

"Drawdown Notice" means a notice substantially in the form set out in Exhibit A; 

"EBITDA" means, for the Borrower on a consolidated basis and for any period, without 
duplication, the amount equal to Net Income less interest income, income tax recoveries 
and any non-cash income included in Net Income and: 

(a) plus, to the extent deducted from Net Income, and without duplication, (i) interest 
expense, income tax expenses depreciation expense, amortization expense and 
other non-cash expenses (including any non-cash straight line rent adjustments); 
(ii) up to $600,000' per annum of Management Fees paid or accrued by the 
Borrower to GB Merchant Partners LLC, and (iii) for purposes of any 
determination hereimder for and including all periods commencing on the 
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beginning of fiscal 2009 to the fiscal period ending July 31, 2010, Termination 
and Discontinued Store Costs not to exceed $500,000 in ̂ e aggregate; 

(b) less, to the extent added to Net Income, and without duplication, year-end 
accounting adjustments done in accordance with GAAP; 

provided that foreign exchange gains or losses, including gains or losses on the 
disposition of assets outside the ordinary comse of business and restructuring charges, shall not 
be included in EBITDA; 

"Effective Date" means the date on which the conditions set forth in Section 4.1 have 
been satisfied or waived by the Lenders; 

"Environmental Claims" means any and all enforcement, clean-up, removal or other 
governmental or regulatory actions, orders, directions or proceedings instituted, pending 
or completed or, to the best of the knowledge of the Borrower and any Guarantor, 
threatened or anticipated pursuant to any Environmental Laws and all claims made or, to 
the best of the knowledge of the Borrower and any Guarantor, threatened, by any third 
party against the Borrower or any Guarantor, any property of the Borrower or any 
Guarantor or any of their Subsidiaries or any party having charge, management or control 
of any property of any of the Borrower, any Guarantor or their Subsidiaries relating to 
damage, contribution, cost recovery, compensation, loss or injury resulting from any 
violation or alleged violation of Environmental Laws; 

"Environmental Laws" means any present or future Applicable Laws (including, for 
greater certainty, common laws) for the protection of the environment or human health 
and safety, present or future, including all Permits from any Governmental Authority; 

"Equivalent U.S. $ Amount" means, on any day with respect to any amount of Canadian 
Dollars, the amount of United States dollars which would be required to buy such amount 
of Canadian Dollars at the rate of exchange quoted by the Bank of Canada (or if not 
quoted, the spot rate of exchange quoted for wholesale transactions by the Administrative 
Agent in accordance with its standard money market practices) at approximately noon 
(Toronto time) on the Banking Day such rate is to be determined; 

"Event of Default" means any of the events described in Section 8.1; 

"Equivalent Amount" on any given date in one currency (the "first currency") of any 
amount denominated in another currency (the "second currency") means the amount of 
the first currency which could be purchased with such amoimt of the second currency at 
the rate of exchange quoted by the Reference Lender at 11:00 a.m. (Toronto time) on 
such date for the purchase of the first currency with the second currency; 

"Existing Credit Agreement" has the meaning set out in the recitals; 

"Ëxisting Defaults" has the meaning set out in Section 12.2; 
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"Facility" means the non-revolving credit facility in an aggregate principal amount of 
$50,000,000 made available to the Borrower by the Lenders as set forth in Article 2; 

"Financial Statements" means, with respect to any accounting period for any Person, 
statements of income, retained earnings and cash flows of such Person for such period, 
and a balance sheet of such Person as of the end of such period, setting forth in each case 
in comparative form figures for the then current budget and for the corresponding period 
in the preceding fiscal year if such period is less than a full fiscal year or, if such period is 
a full fiscal year, corresponding figures firom the preceding annual audit, all prepared in 
reasonable detail and in accordance with GAAP; 

"GAAP" means those generally accepted accounting principles consistently applied in 
Canada as established by the Canadian Institute of Chartered Accormtants or its 
successor; 

"Government Lists" means (i) the "Specially Designated Nationals and Blocked Persons 
Lists" maintained by OFAC, (ii) any other list of terrorists, terrorist organizations or 
narcotics traffickers maintained pursuant to any of the Rules and Regulations of OFAC 
that a Lender notified Borrower in writing is now included in "Governmental Lists", or 
(iii) any similar lists maintained by the United States Department of State, the United 
States Department of Commerce or any other Governmental Authority or pursuant to any 
Executive Order of the President of the United States of America that the Administrative 
Agent notifies the Borrower in writing is now included in "Governmental Lists". 

"Governmental Authority" means any federal, state, provincial, local, municipal, 
foreign or other govenunent, and any body exercising or entitled or purporting to exercise 
any administrative, executive, judicial, legislative or regulatory or taxing authority or 
power, including any governmental department, commission, board, bureau agency or 
instrumentality and any other governmental, regulatory or fiscal authority; 

"Governmental Charges" means, with respect to any Person, all levies, assessments, 
fees, claims, penalties, interest or other charges imposed by any Governmental Authority 
upon such Person or any of its property or otherwise payable by such Person; 

"Guarantees" means the guarantees to be entered into by a Guarantor in favour of 
Administrative Agent for the benefit of the Lenders hereunder, as the same may be 
amended, supplemented or restated from time to time, and "Guarantee" means any of 
them; 

"Guarantors" means any Subsidiary of the Borrower that becomes a guarantor from time 
to time hereunder, as required by Section 6.2(n), and each of their respective pemiitted 
successors and assigns, and "Guarantor" means any of them; 

"Guarantors' Security" has the meaning specified in Section 7.2; 

"Guarantors' Security Documents" has the meaning specified in Section 7.2; 
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"Hazardous Material" means any contaminant, pollutant or substance regulated under 
any Environmental Laws and, without restricting the generality of the foregoing, includes 
any pollutant, contaminant, waste, hazardous waste, deleterious substance or dangerous 
good that causes or may cause deleterious adverse effect, harm or degradation to the 
surrounding environment or injury to human health or that is present in such quantity or 
state that it contravenes any Environmental Laws or gives rise or could give rise to any 
liability or obligation under any Environmental Law; 

"Headquarters and Warehouse" means the property municipally knovm as 44 Apex 
Road, Toronto ON, M6A 2V2 that is sub-leased by Boca L.P. to the Borrower; 

"Hedging Obligations" means, with respect to any Person, the net payment obligations 
of such Person outstanding under (a) interest rate or currency swap agreements, interest 
rate or currency cap, collar or floor agreements and (b) any other agreements or 
arrangements entered into in order to protect such Person against fluctuations in 
commodity prices, interest rates or currency exchange rates; 

"Indebtedness" of any Person means, at any date, without duplication, (i) all obligations 
of such Person for borrowed money, including by way of overdraft and drafts or orders 
accepted as representing extensions of credit, (ii) all obligations of such Person evidenced 
by bonds, debentures, the face amount of all bankers' acceptances, letters of credit, letters 
of guarantee and similar instruments, notes, letters of credit or other similar instruments, 
including obligations under Sale and Lease-Back Transactions, (iii) all obligations of 
such Person to pay the deferred purchase price of property or services, (iv) all obligations 
of such Person as lessee which are capitalized in accordance with GAAP, including 
Capital Leases, (v) all indebtedness, liabilities and obligations secured by a Lien on any 
asset of such Person, whether or not the same is otherwise indebtedness, liabilities or 
obligations of such Person, which, for greater certainty will not include rent paid or 
payable by the Borrower in the ordinary course under its commercial lease for its retail 
merchandising locations, (vi) all indebtedness, liabilities and obligations of others which 
is, directly or indirectly, guaranteed by such Person or which such Person has agreed 
(contingently or otherwise) to purchase or otherwise acquire, (vii) all indebtedness, 
liabilities and obligations in respect of financial instruments which are classified as a 
liability on the balance sheet of such Person, and (viii) all obligations of such Person to 
otherwise assure a creditor against loss, (ix) all Hedging Obligations and (x) all 
obligations of such Person for trade accounts and contracts; 

"Indemnitee" has the meaning specified in Section 10.4(a); 

"Insurance Trigger Event" means the failure of the Borrower or any Guarantor to 
reinvest in assets used in the Business, within 365 days of receipt, any insurance (other 
than proceeds of life insurance that the Borrower has obtained with respect to a senior 
executive of the Borrower and that are applied to the purchase of Stock of the Borrower 
from the estate of such senior executive pursuant to Section 6.2(h) or expropriation 
proceeds (x) in excess of $750,000, or (y) at a time when a Default or Event of Default 
has occurred and is continuing; 
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"Intercreditor Agreement" means the intercreditor agreement made between the 
Borrower, GSO Special Situations Fund LP (as assigned to BTD LP, as Administrative 
Agent) and the Revolving Lender dated May 24, 2007; 

"Interest Determination" means the determination of the Interest Period applicable to an 
Advance pursuant to and in accordance with Section 2.10; 

"Interest Determination Notice" means a notice substantially in the form of Exhibit B; 

"Interest Payment Date" means the last day of each Interest Period; 

"Interest Period" means a period commencing (i) in the case of the initial Interest Period 
for an Advance, on the date of such Advance; and (ii) in the case of any subsequent 
Interest Period for such Advance, on the last day of die immediately preceding Interest 
Period applicable thereto and ending, in either case, on the last day of such period as shall 
be selected by the Borrower pursuant to Section 2.10(c); 

"Interest Rate" means 3% (300 basis points) plus either (i) the greater of the LIBOR 
Rate and 8.0%; or (ii) in the circumstances set out in Section 2.10(c), the greater of the 
Prime Rate and 8.0%; 

"Investment" means, with respect to any Person, directly or indirectly, any advance, 
account receivable (other than an account receivable arising in the ordinary course of 
business of such Person), loan or capital contribution to (by means of transfers of 
Property to others, payments for Property of services for the account or use of others or 
otherwise), the purchase of any Stock, bonds, notes, debentures, partnership or joint 
venture interests or other securities of, the acquisition, by purchase or otherwise, of all or 
substantially all of the business or assets or stock or other evidence of beneficial 
ownership of, any Person or the making of any investment in any Person. Investments 
shall exclude (a) extensions of trade credit on commercially reasonable terms in 
accordance with normal trade practices of such Person and (b) the repurchase of 
securities of any Person by such Person, provided that: 

(a) for the purposes of Section 6.2(h), Investments shall include and be valued at the 
fair market value of the net assets of any Subsidiary of the Borrower that is not a 
Guarantor and shall exclude the fair market value of the net assets of any such 
Subsidiary of the Borrower that is a Guarantor and the amount of any Investment 
shall be the original cost of such Investment plus the cost of all additional 
Investments by the Borrower or any Guarantor, without any adjustments for 
increases or decreases in value, or write-ups, write-downs or write-offs with 
respect to such Investment reduced by the payment of distributions in cash or 
Cash Equivalents that constitute a retum of capital in cormection with such 
Investment; provided that the aggregate of all such reductions shall not exceed the 
amount of such initial Investment plus the cost of all additional Investments; 

(b) no such payment of distributions or receipt of any such other amounts shall 
reduce the amount of any Investment if such payment of distributions or receipt of 
any such amounts would be included in Consolidated Net Income; and 
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(c) if the Borrower or any Guarantor sells or otherwise disposes of any Stock of any 
Subsidiary of the Borrower such that, after giving effect to any such sale or 
disposition, such Subsidiary shall have ceased to be a Subsidiary of the Borrower, 
the Borrower shall be deemed to have made an Investment on the date of any such 
sale or disposition equal to the fair market value of the Stock of such Subsidiary 
not sold or disposed of; 

"Leases" means all offers to lease, agreements to lease, leases, renewals of leases and 
other rights or licences, including unwritten month-to-month leases, granted to the 
Borrower and its Subsidiaries; 

"Lenders" means the Persons listed as lenders on Schedule 1.1(a) and any other Person 
that shall have become a party hereto in accordance with the terms of Section 12.12; 

"LIBOR Loan" means a conversion or rollover of the Advance in Canadian Dollars 
bearing interest by referenpe to the applicable LIBOR Rate; 

"LIBOR Period" means, for each LIBOR Loan, a period (subject to availability) of one, 
two, three or six months as selected by the Borrower and advised to the Servicing Agent 
by written notice given in accordance with the provisions hereof, commencing with the 
date on which such LIBOR Loan is made and ending on the last day of such period and 
thereafter, while such remains outstanding, each successive period of one to six months 
(subject to availability) selected by the Borrower and notified to the Servicing Agent in 
accordance with the provisions hereof, commencing on the last day of the immediately 
preceding LIBOR Period in respect of such LIBOR Loan, provided that whenever the last 
day of a LIBOR Period would otherwise occur on a day other than a Banldng Day, the 
last day of such LIBOR Period shall be extended to the next succeeding Banking Day; 

"LIBOR Rate" means, with respect to any LIBOR Loan, for any LIBOR Period, the 
product of either (a)(1) the interest rate per annum determined by the Servicing Agent as 
shown on the applicable Bloomberg page or any successor page as the average offered 
rate for London interbank deposits of Canadian Dollars for a term equal to such. LIBOR 
Period as at 11:00 a.m. (London time) two Banking Days prior to the first day of such 
LIBOR Period or (2) if the rate in clause (1) of this definition is not shown for any 
particular day, the average interest rate per annum (rounded upwards if necessary to the 
next l/16th of 1%) offered to the applicable Lender in the London interbank market for 
Canadian Dollar deposits, for delivery in immediately available funds on the first day of 
such LIBOR Period, of amounts comparable to the principal amount of such LIBOR 
Loan and for a term equal to such LIBOR Period as at 11:00 a.m. (London time) two 
Banking Days prior to the first day of such LIBOR Period; times (b) Statutory Reserves, 
if any, applicable to such Lender; provided that if neither such rate is available at any 
time, then the interest rate per annum for such LIBOR Loan shall be equal to the product 
of (i) the average interest rate per annirni (rounded upwards if necessary to the next 
l/16th of 1%) offered to the applicable Lender in the London interbank market for U.S. 
Dollar deposits, for delivery in immediately available funds on the first day of such 
LIBOR Period, of amounts comparable to the principal amount of such LIBOR Loan and 
for a term equal to such LIBOR Period as at 11:00 a.m. (London time) two Banking Days 
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prior to the commencement of such LIBOR Period times (ii) Statutory Reserves, if any, 
applicable to such Lender, plus (iii) applicable Hedging Obligations; 

"Liens" means mortgages, pledges, liens, hypothecs, charges, security agreements or 
other encumbrances, leases, adverse claims, rights of set-off or agreements, trusts, 
deemed trusts or other arrangements that in substance secure payment or performance of 
an obligation, statutory and other non-consensual liens or encumbrances and includes the 
interest of a vendor or lessor under any conditional sale agreement, capital lease or other 
title retention agreement; 

"Loan Documents" means, collectively, this Agreement, the Existing Credit Agreement, 
the Security Documents, the Intercreditor Agreement and all other documents delivered 
pursuant to this Agreement; 

"Losses" has the meaning specified in Section 10.4(a); 

"LTM EBITDA" means the Borrower's EBITDA, determined on a consolidated basis in 
accordance with this Agreement and reported as at the last day of each fiscal quarter of 
the Borrower for the twelve-month period then ending; 

"Management Fees" means any management or similar fees paid by the Borrower and 
its Subsidiaries to GB Merchant Partners LLC and any other Person from time to time; 

"Material Adverse Effect" means an event, occurrence or condition which has a material 
adverse effect on or results in a material adverse change in (a) the business, assets, 
operations, liabilities, prospects or financial or other condition of the Borrower and its 
Subsidiaries as a whole, (b) the ability of the Borrower or any of its Subsidiaries to pay or 
perform its Obligations in accordance with the terms of this Agreement and the other 
Loan Documents, (c) the rights and remedies of the Administrative Agent, the Servicing 
Agent or any Lender under this Agreement, the other Loan Documents or any related 
document, instrument or agreement, or (d) any Lien on the Collateral in favour of the 
Administrative Agent or any Lender or the perfection or priority of such Liens; 

"Material Contract" shall mean a Contractual Obligation that is material to the 
Borrower or any Guarantor, including the Leases and agreements set forth in Schedule 
5.l(y); 

"Maturity Date" means October 24, 2012; 

"Modified Financial Reporting Fiscal Year" has the meaning specified in 
Section 6.1(r); 

"Moody's" means Moody's Investor Service, Inc.; 

"Net Cash Proceeds" means the gross cash proceeds (including payments from time to 
time in respect of instalment obligations, if any, as and when received) received by or on 
behalf of the Borrower or the relevant Guarantor, as applicable, pursuant to a Prepayment 
Trigger Event less the sum of (a) reasonable and customary fees, commissions, expenses. 
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issuance costs, discounts and other costs paid by or on behalf of the Borrower or the 
relevant Guarantor, as applicable, in connection with such Prepayment Trigger Event, 
and (b) any portion of such gross cash proceeds that have been reinvested in any assets 
used in the Business, in the case of an Insurance Trigger Event, within 365 days of such 
event; 

"Net Income" means, with respect to any Person, for any period, the net income (loss) of 
such Person for such period determined in accordance with GAAP; 

"Newco" means GF Acquisition Corp., a corporation incorporated under the laws of the 
Province of Ontario; 

"Notice of Amount" has the meaning set out in Section 3.1; 

"Obligations" means all loans, advances, debts, liabilities, and obligations, howsoever 
arising, owed by the Borrower, any Guarantor or any other Person (other than the Agents 
and the Lenders) party to any Loan Documents of every kind and description (whether or 
not evidenced by any note or instrument and whether or not for the payment of money), 
direct or indirect, absolute or contingent, due or to become due, now existing or hereafter 
arising pursuant to the terms of this Agreement or any of the other Loan Documents, 
including all principal, interest, fees, charges, expenses, legal fees, consultants' fees and 
accountants' fees chargeable to the Borrower and any Guarantor or payable by the 
Borrower or any Guarantor hereunder or thereunder; 

"OFAC" means the Office ofForeign Assets Control; 

"Officer's Certificate" means a certificate signed by any one of the following officers of 
the Borrower or a Guarantor, as the case may be: (i) the Chief Executive Officer, (ii) the 
Chief Operating Officer, (iii) the Chief Financial Officer, or (iv) the Treasurer; 

"Original Credit Agreement" has the meaning set out in the recitals; 

"Other Taxes" means any present or future stamp or documentary taxes or any other 
excise or property taxes, charges or similar levies which arise fi*om any payment made 
hereunder or firom the execution, delivery, enforcement or registration of, or otherwise 
with respect to, this Agreement or any Loan Document; 

"Parents" means 1903 Co-Investor, L.P. and 1903 Equity Fund, L.P.; 

"Participation" of a Lender means the percentage which such Lender's Commitment 
with respect to the Facility is of the aggregate Advance, as such percentage may be 
adjusted pursuant to this Agreement; 

"Patriot Act" means the Uniting and Strengthening America by Providing Appropriate 
Tools Required to Intercept and Obstruct Terrorism (USA PATRIOT ACT) Act of 2001, 
as the same may be amended from time to time, and corresponding provisions of future 
law;. 
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"Patriot Act Offense" means any violation of the criminal laws of the United States of 
America or of any of the several states, or that would be a criminal violation if committed 
within the jurisdiction of the United States of America or any of the several states, 
relating to terrorism or the laundering of monetary instruments, including any offense 
under (a) the criminal laws against terrorism; (b) the criminal laws against money 
laundering,, (c) the Bank Secrecy Act, as amended, (d) the Money Laundering Control 
Act of 1986, as amended, or (e) the Patriot Act, and includes the crimes of conspiracy to 
commit, or aiding and abetting another to commit, a Patriot Act Offense; 

"Pension Plan" means any plan, program, agreement or arrangement that is a pension 
plan for the purposes of Applicable Pension Legislation or under the Income Tax Act 
(Canada) (whether or not registered under such law) that is maintained or contributed to, 
or to which there is or may be an obligation to contribute, by the Borrower, any 
Guarantor or any of their Subsidiaries in respect of their respective employees; 

"Permits" has the meaning specified in Section 5.1(j); 

"Permitted Asset Sale" means, with respect to any Person, a substantially concurrent 
exchange of assets of such Person for assets of another Person that are useful to the 
business of the afore-mentioned Person; 

"Permitted Encumbrances" has the meaning specified in Schedule 1.1(c); 

"Permitted Indebtedness" means: 

(a) Indebtedness owing hereunder and rmder the Loan Documents; 

(b) the Stonehouse Subordinated Note; 

(c) the Revolving Credit Facility; 

(d) trade accoimts due and payable within 60 days and similar imsecured 
indebtedness incurred in the ordinary course of business (but excluding 
indebtedness for borrowed money); 

(e) unsecured Indebtedness in an aggregate maximum amount of $500,000; 

(f) intercorporate Indebtedness between the Borrower and its Subsidiaries; ' 

(g) Hedging Obligations entered into in the ordinary course of business; 

(h) Indebtedness of the Borrower or any Guarantor, as the case may be, arising from 
agreements providing for indemnification, adjustment of purchase price or similar 
obligations, in each case, incurred or assumed in connection with the disposition 
of any business, assets or Subsidiary of the Borrower or any Guarantor, oÂer than 
guarantees of Indebtedness incurred by any Person acquiring all or any portion of 
such business, assets or Subsidiary of GFI, the Borrower or any Guarantor for the 
purpose of financing such acquisition; provided that the maximum assumable 
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Uability in respect of all such Indebtedness shall at no time exceed the gross 
proceeds actually received by the Borrower or the Guarantor, as the case may be, 
and the relevant Subsidiary in connection with such disposition; 

(i) Subordinated Indebtedness; and 

(j) Indebtedness in an amount not to exceed $2,500,000 incurred or assumed in 
connection with Permitted Purchase Money Security Interests; 

"Permitted Investments" means Investments made on or after the Closing Date 
consisting of: 

(a) Investments by the Borrower or a Guarantor, in the Borrower or a Guarantor; 

(b) Investments in cash and Cash Eqmvalents; 

(c) payroll, travel and similar advances made in the ordinary course of business for a 
bona fide business purpose by the Borrower or a Guarantor to employees of the 
Borrower or a Guarantor, as the case may be; provided that such advances are for 
items expected at the time of such advances to be treated as expenses for 
accounting purposes; 

(d) loans or advances made in the ordinary course of business by the Borrower or any 
Guarantor to employees of the Borrower or any such Guarantor in an amount not 
to exceed $500,000 in the aggregate at ^y one time outstanding; 

(e) securities or other property received from another Person by the Borrower or any 
Guarantor in connection with any bankruptcy proceeding or by reason of a 
composition or readjustment of any debt or a reorganization of such Person or as a 
result of a foreclosure, perfection or enforcement of any Lien in exchange for 
evidences or Indebtedness, securities or other Property of such Person held by the 
Borrower or any Guarantor, or for other liabilities or obligations of such other 
Person to the Borrower or any Guarantor that were created in accordance with the 
terms of this Agreement; 

(f) lease, utility and other similar deposits made in the ordinary course of business; 

(g) any Investment existing on the Closing Date; 

(h) Hedging Obligations entered into in the ordinary course of business; and 

(i) additional Investments not to exceed $1,000,000 at any one time outstanding; 

"Permitted Purchase Money Security Interest" means any Lien on any property or 
asset created, issued or assumed to secure Indebtedness incurred, assumed or issued to 
satisfy, in whole or in part, the pxirchase price of such property or asset (including 
installation costs) and expenditures made for any repairs, alterations, constmction, 
development or improvements performed thereon or added thereto, provided that such 
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Lien, or any agreement or other instrument under which such Lien is constituted, is 
limited to the property or asset acquired in connection with the assumption, issuance or 
incurring of such Indebtedness and is created, issued or assumed concurrently with the 
acquisition of such property or assets; . 

"Person" means an individual, company, partnership (whether or not having separate 
legal personality), corporation (including a business trust), joint stock company, trust, 
unincorporated association, joint venture or other entity, or a government, state or 
political subdivision thereof or any agency of such government, state or political 
subdivision; 

"Prepayment Amount" means, with respect to any Prepayment Trigger Event that is an 
Asset Disposition Trigger Event, 100% of the Asset Sale Proceeds, with respect to a 
Prepayment Trigger Event that is an Insurance Trigger Event, 100% of the Net Cash 
Proceeds and, with respect to a Prepayment Trigger Event that is a Change of Control, 
100% of the outstanding Advance, in each case, together with any accrued interest, 
premium, costs and other amounts payable hereunder and under the Loan Documents; 

"Prepayment Trigger Event" means an Insurance Trigger Event, an Asset Disposition 
Trigger Event or a Change of Control; 

"Prime Rate" means, on any day, the rate of interest per annum equal to the floating rate 
of interest per annum announced from time to time by Bank of Montreal (or any other 
lender consented to by the Administrative Agent and the Required Lenders), and in effect 
on such day, as the reference rate of interest the Servicing Agent will use to determine 
rates of interest for Canadian Dollar commercial loans made by the Administrative Agent 
to borrowers in Canada and referred to by Bank of Montreal as its "prime rate", adjusted 
automatically with each announced or displayed change in any such rate, all without the 
necessity of any notice to the Borrower or any other Person; 

"Prime Rate Loan" means an advance or conversion or rollover of an advance in 
Canadian Dollars bearing interest by reference to the Prime Rate; 

"Property" means any right or interest in or to property of any kind whatsoever, whether 
real, personal or mixed and whether tangible or intangible; 

"Publicly-Traded Securities" means securities which are publicly traded on any 
recognized stock exchange or electronic quotation system; 

"Real Property" means any real property, whether owned or leased, in respect of which 
the Borrower or any Subsidiary has or hereinafter acquires any right or interest; 

"Reference Lender" means Bank of America, N.A.; 

"Refinancing Indebtedness" means Indebtedness that renews, replaces, defeases, 
refunds, refinances or extends any Indebtedness permitted to be incurred by the Borrower 
and the Subsidiaries or any of them pursuant to the terms of this Agreement, but only to 
the extent that: (i) if the Indebtedness being refunded, refinanced, renewed, replaced. 
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defeased or extended is subordinated in right of payment to the Facility, the Refinancing 
Indebtedness is subordinated to the Facility to at least the same extent as the Indebtedness 
being renewed, replaced, defeased, refunded, refinanced or extended, (ii) the Refinancing 
Indebtedness is scheduled to mature either (A) no earlier than the Indebtedness being 
renewed, replaced defeased, refunded, refinanced or extended or (B) after the Maturity 
Date, (iii) the portion, if any, of the Refinancing Indebtedness that is scheduled to mature 
on or prior to the Maturity Date has a Weighted Average Life of Maturity at the time 
such Refinancing Indebtedness is incurred that is equal to or greater than "the Weighted 
Average Life to Maturity of the portion of the Indebtedness being renewed, replaced, 
defeased, refunded, refinanced or extended that is scheduled to mature on or prior to the 
Maturity Date, (iv) such Refinancing Indebtedness is in an aggregate maximum principal 
amount (or, if issued with original issue discount, an aggregate issue price) that is equal 
to or less than the sum of (a) the aggregate maximum principal amount (or, if issued with 
original issue discount, the aggregate accreted value) of the Indebtedness being renewed, 
replaced, defeased, refunded, refinanced or extended and the amount of any premium 
reasonably necessary to accomplish such refinancing, (b) the amount of accrued and 
unpaid interest, if any, and premiums owed, if any, not in excess of pre-existing 
prepayment provision on such Indebtedness being renewed, replaced, defeased, refunded 
refinanced or extended (c) the amount of reasonable fees, expenses and costs related to 
the incurrence of such Refinancing Indebtedness, (v) such Refinancing Indebtedness is 
incuired by the same Person that initially incurred the Indebtedness being renewed, 
replaced, defeased, refunded, refinanced and extended and is either expressly subject to 
the terms of the Intercreditor Agreement, to the extent such Refinancing Indebtedness is 
subject to the Intercreditor Agreement as of the Closing Date, or subject to such other 
arrangements that are satisfectory to the Administrative Agent, in its sole discretion; 

"Release" has the meaning specified in Section 5.1(k); 

"Reorganization" has the meaning specified in Section 9.1; 

"Required Lenders" means, at any time. Lenders whose outstanding Commitments 
represent more than 50% of the sum of the total outstanding Advance at such time; 

"Restricted Payment" means any of the following: 

(a) the declaration of any dividend or other distribution or payment on Stock of the 
Borrower or any Subsidiary of the Borrower or any payment made to the direct or 
indirect holders (in their capacities as such) of Stock of the Borrower or any 
Subsidiary of the Borrower (other than (i) dividends or distributions payable 
solely in Stock of the Borrower or any Subsidiary of the Borrower or in options, 
warrants or other rights to purchase such Stock; and (ii) in the case of 
Subsidiaries, dividends or distributions payable to the Borrower or a Subsidiary of 
the Borrower that is also a Guarantor and pro rata dividends or distributions 
payable to the other holders of Stock of such Subsidiary), provided that nothing in 
this clause (a) shall be construed to prohibit any transaction, the prohibition of 
which, by operation of this definition, would violate Section 6.2(f); 
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(b) the purchase, redemption or other acquisition or retirement for value of any Stock 
of the Borrower or any of the Subsidiaries (other than Stock owned by the 
Borrower or a Guarantor) or any option, warrant, or other right to purchase Stock; 

(c) the making of any principal payment on, or the purchase, defeasance, repurchase, 
redemption or other acquisition or retirement for value, of any Subordinated 
Indebtedness, including the Stonehouse Subordinated Note; 

(d) the making of any interest or other payment on the Stonehouse Subordinated Note 
prohibited by the Stonehouse Subordination Agreement; 

(e) the payment of any Management Fees; or 

(f) the making of any Investment or guarantee of any Investment in any Person other 
than a Permitted Investment; 

"Revolving Lender" means Bank of America, N.A. (acting through its Canada branch); 

"Revolving Credit Facility" means the revolving credit facility made by the Revolving 
Lender to the Borrower pursuant to the loan and security agreement between the 
Borrower and the Revolving Lender dated May 24, 2007 maturing November 24, 2012 
with a maximum commitment of $30 million, as may be amended, restated, replaced or 
superceded in accordance with the terms of the Intercreditor Agreement; 

"S&P" means Standard & Poor's Rating Services, a division of the McGraw-Hill 
Companies, Inc.; 

"Sale and Lease-Back Transaction" means any arrangement with any Person providing 
for the leasing by the Borrower or any Guarantor of any Property, which Property has 
been or is to be sold or transferred by the Borrower or such Guarantor to such Person in 
contemplation of such leasing; 

"Security" means, collectively, the Borrower's Security and the Guarantors' Security; 

"Security Documents" means, collectively, the Borrower's Security Documents and the 
Guarantors' Security Documents; 

"Senior Indebtedness" means the principal of and premium, if any, and interest on, and 
any and all other fees, expense reimbursement obligations and other amounts due 
pursuant to all agreements, documents and instruments providing for, creating, securing 
or evidencing or otherwise entered into in connection wià: 

(a) all Indebtedness of the Borrower or any Guarantor owed to the Revolving Lender 
under the Revolving Credit Facility; 

(b) all obligations of the Borrower or any Guarantor with respect to the Facility; 
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(c) all obligations of the Borrower or any Guarantor to reimburse any bank or other 
person in respect of amounts paid imder letters of credit, bankers' acceptances or 
other similar instruments in respect of Indebtedness which is not Subordinated 
Indebtedness; 

(d) all other Indebtedness of the Borrower or any Guarantor that does not provide that 
it is subordinated to the Facility or the Guarantee of such Guarantor, as the case 
may be; 

(e) all deferrals, renewals, extensions and refimdings of, and amendments, 
modifications and supplements to and restatements of, any of the Senior 
Indebtedness described above; 

"Servicing Agent" means OFS Agency Services, LLC in its capacity as servicing agent 
for the Lenders hereunder, or any successor Servicing Agent appointed piursuant to 
Section 11.6(b) or 11.6(c); 

"Solvent" means, with respect to any Person on any date, that on such date (a) the fair 
value of the Property of such Person is greater than the fair value of the liabilities 
(including contingent, subordinated, matured and unliquidated liabilities) of such Person, 
(b) the present fair saleable value of the assets of such Person is greater than the amount 
that will be required to pay the probable liability of such Person on its debts as they 
become absolute and matured, (c) such Person is paying its debts and liabilities in the 
ordinary course as they come due, and such Person does not intend to, and does not 
believe that it will, incur debts or liabilities beyond such Person's ability to pay in the 
ordinary course as such debts and liabilities mature and (d) such Person is not engaged in 
or about to engage in business or transactions for which such Person's Property would 
constitute unreasonably small capital; 

"Statutory Reserves" means, in respect of a relevant LIBOR Period and a Lender, a 
fraction (expressed as a decimal) the numerator of which is the number one and the 
denominator of which is the niunber one minus the maximum reserve percentage 
(including any marginal, special, emergency or supplemental reserves) expressed as a 
decimal prescribed by the Governmental Authority having jtirisdiction over such Lender, 
in respect of time deposits in Canadian Dollars given outside the home jurisdiction of 
such Lender in an Equivalent U.S. $ Amotmt comparable to the advance for such LIBOR 
Period and with a maturity comparable to such LIBOR Period. Statutory Reserves shall 
be adjusted automatically on and as of any change in any reserve percentage; 

"Stock" means all shares, options, warrants, general or limited partnership interests or 
other equivalents (regardless of how designated) of or in a corporation, partnership, 
limited partnership or equivalent entity whether common, preferred or special, voting or 
non-voting or participating or non-participating; 

"Stock Purchase Agreement" means the stock purchase agreement between Stonehouse, 
StonehouseCo and Newco dated April 30,2007; 

"Stonehouse" means Glenn Stonehouse; 
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"Stonehouse Subordinated Note" means the non-amortizing subordinated note made by 
the Borrower to StonehouseCo in the principal amount of $12,000,000 maturing May 24, 
2013 and bearing interest at a rate of 9.00% per annum, as may be amended, restated, 
replaced or superseded in accordance with the terms thereof and the terms of the 
Subordination Agreement; 

"StonehouseCo" means Stonehouse Group Inc.; 

"Subordinated Indebtedness" shall mean Indebtedness of the Borrower or any 
Guarantor or Subsidiary of the Borrower which is: (A) subordinated to all amounts at any 
time due and payable under any of the Loan Documents in a manner and form 
satisfactory to the Administrative Agent in its sole discretion, as to right and time of 
payment and as to any other rights and remedies thereunder, and (B) expressly subject to 
the terms of an intercreditor agreement or to a subordination agreement acceptable in 
form and substance to the Administrative Agent in its sole discretion; 

"Subordination Agreement" means the subordination agreement dated as of May 24, 
2007 between GSO Special Situations Fund LP (as assigned to BTD LP, as 
Administrative Agent) and StonehouseCo, as amended by the Stonehouse Subordinated 
Amendment Agreement and as may be further amended, restated, replaced or superseded 
in accordance with the terms thereof; 

"Subordination Amendment Agreement" means an amendment agreement between the 
Administrative Agent and StonehouseCo in form and substance satisfactory to the 
Administrative Agent and each Lender, pursuant to which StonehouseCo has agreed, 
inter alia, that it shall not be entitled to receive any interest payments under the 
Stonehouse Subordinated Note unless the ratio of Senior Indebtedness to LTM EBITDA, 
measured as of the last day of the immediately preceding fiscal quarter of the Borrower, 
is equal to or less than 3.5:1 on an actual and pro forma basis, giving effect to the 
proposed payment as if it had been made on the last day of such fiscal quarter; 

"Subsidiary" means, with respect to any Person, any corporation more than 50% of the 
Voting Securities of which at the time of determination are beneficially owned, directly 
or indirectly, by such Person or any corporation, joint venture, partnership or other entity 
which is subject to the direct or indirect Control of such Person; 

"Successor Corporation" has the meaning specified in Section 9.1; 

"Taxes" means all present and future taxes, charges, fees, levies and other assessments, 
whether,disputed or not, including all income, sales, use, payroll, withholding, employer 
health, excise, real property, capital, value-added, goods and services, capital gain, stamp 
and other taxes and levies, imposts, deductions, duties, charges and withholdings 
whatsoever together with interest thereon and penalties with respect thereto, if any, and 
charges, fees and other amounts made on or in respect thereof; 

"Termination and Discontinued Store Costs" means (a) any severance or termination 
pay made to employees of the Borrower whose employment with the Borrower is 
terminated, (b) any costs arising from the closure of any of the Borrower's 
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imderperforming retail shops, and (c) any cash losses from stores that have been 
discontinued; 

"Transferee" has the meaning specified in Section 12.12(a); ' 

"Voting Securities" means securities of any class of any Person carrying voting rights 
under all circumstances, provided that, for the purpose of this definition, securities which 
only carry the right to vote conditionally on the happening of an event shall not be 
considered Voting Securities unless such right has become exercisable; and 

"Weighted Average Life to Maturity" means, when applied to any Indebtedness at any 
date, the number of years obtained by dividing (a) the then outstanding aggregate 
principal amount of such Indebtedness into (b) the sum of the total of the products 
obtained by multiplying (i) the amount of each then remaining instalment, sinking fund, 
serial maturity or other required payment of principal, including payment at final 
maturity, in respect thereof, by (ii) the number of years (calculated to the nearest one-
twelfth) that will elapse between such date and the making of such payment. 

1.2 Headings 

The division of this Agreement into Articles and Sections and the insertion of an 
index and headings are for convenience of reference only and shall not affect the construction or 
interpretation hereof. The terms "this Agreement", "hereof, "hereunder" and similar 
expressions refer to this Agreement and not to any particular Article, Section, paragraph or other 
portion hereof and include any agreement supplemental hereto. Save as expressly provided 
herein, references herein to Articles and Sections are to Articles and Sections of this Agreement. 

1.3 Extended Meanings 

Words importing the singular number only shall include the plural and vice versa, 
and words importing any gender shall include all genders. The tenn "including" means 
"including without limitation". 

1.4 References to the Agents and Lenders 

Any reference in this Agreement to the Administrative Agent, the Servicing 
Agent or any Lender shall be construed so as to include its successors and permitted transferees 
or assigns hereunder in accordance with its respective interests. 

1.5 Accounting Terms and Practices 

Unless otherwise provided herein, all accounting terms referred to herein shall be 
construed in accordance with GAAP and all financial data submitted pursuant to this Agreement 
shall be prepared in accordance with such principles, consistently applied" except for the absence 
of footnotes in unaudited statements. 
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1.6 Non-Banking Davs 

Whenever any payment to be made hereunder shall be stated to be due or any 
action to be talcen hereunder shall be stated to be required to be taken on a day other than a 
Banking Day, such payment shall be made or such action shall be taken on the next succeeding 
Banking Day and, in the case of the payment of any monetary amount, the extension of time 
shall be included for the purposes of computation of interest or fees thereon. 

1.7 References to Time of Dav . 

Except as otherwise specified herein, a time of day shall be construed as a 
reference to the time of day in Toronto, Ontario. 

1.8 Severability 

In the event that one or more of the provisions contained in this Agreement shall 
be invalid, illegal or unenforceable in any respect under any Applicable Law, the validity, 
legality or enforceability of the remaining provisions hereof shall not be affected or impaired 
thereby. 

1.9 Currency 

All monetary amounts in this Agreement refer to Canadian Dollars unless 
otherwise specified. 

1.10 References to Statutes 

Except as otherwise provided herein, any reference in this Agreement to a statute, 
legislation or regulation shall be construed to be a reference thereto as the same may have been, 
or may from time to time be, amended or re-enacted. 

1.11 References to Agreements 

Except as otherwise provided herein, any reference herein to this Agreement or 
any other agreement or document shall be construed to be a reference to this Agreement or such 
other agreement or document, as the case may be, as the same may have been, or may from time 
to time be, amended, varied, novated, restated or supplemented. 

1.12 Amendment and Restatement 

This Agreement is and shall for all purposes be an amendment and a restatement 
of the provisions of the Existing Credit Agreement, which was an amendment and restatement of 
the Original Credit Agreement. This Agreement supersedes the Existing Credit Agreement and 
the Original Credit Agreement insofar as it constitutes the entire agreement between the parties 
concerning the subject matter of this Agreement, but does not constitute a novation of the 
Existing Credit Agreement, the Original Credit Agreement or any of the indebtedness, liabilities 
or obligations of the Borrower under the Existing Credit Agreement or the Original Credit 
Agreement. All of the indebtedness, liabilities and obligations under the Original Credit 
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Agreement and the Existing Credit Agreement (including the Advance, as such term is defined in 
such agreements), constitute indebtedness, liabilities and obligations under this Agreement. Any 
section references to the Original Credit Agreement and the Existing Credit Agreement in the 
Loan Documents entered into in connection with such agreements shall be deemed to be 
amended, as applicable, to refer to the corresponding section references of this Agreement. 

1.13 Schedules 

The following are the Schedules and Exhibits attached hereto and incorporated by 
reference and deemed to be part hereof: 

Exhibit A -
Exhibit B -
Exhibit C -
Schedule 1.1(a) -
Schedule 1.1(c) -
Schedule 5.1(h) -
Schedule 5.1(g) 
Schedule 5.1 (i) -
Schedule 5.1 (x) -
Schedule 5. l(z) -
Schedule 5.1 (bb) -
Schedule 12.12 -

Form of Drawdown Notice 
Form of Interest Determination Notice 
Form of Transfer Agreement 
Lenders and Commitments 
Permitted Encumbrances 
Permitted Affiliate Transactions 
Items Not Treated Consistently 
Litigation 
Jtasurance 
Capitalization and Subsidiaries, Etc. 
Real Property 
Disqualified Lenders 

ARTICLE 2 
THE FACILITY 

2.1 The Facility 

Upon the terms and subject to the conditions hereof, each of the Lenders hereby 
severally agrees to continue the outstanding Advance to the Borrower on the terms and 
conditions set forth herein and in the amount of its Participation. The obligations of each Lender 
hereunder with respect to its Participation are several. 

2.2 Purpose 

The Facility was made available to the Borrower by the Lenders to fund the 
recapitalization of the Borrower that was consummated on the Closing Date in connection with 
the transactions contemplated by the Stock Purchase Agreement together with the payment of 
fees and expenses related to the transactions contemplated by the Stock Purchase Agreement. 

2.3 Availability 

The Borrower made a Drawdown on the Closing Date in an amount equal to 
$50,000,000 pursuant to an irrevocable Drawdown Notice given to the Administrative Agent on 
the Closing Date. The Borrower acknowledges having received such Advance and agrees that 
no further monies shall be advanced to the Borrower on account of the Advance. The amount of 
the Advance shall be reduced upon prepayment of any portion thereof pursuant to the terms of 
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this Article 2 and increased on such Interest Payment Date from the Effective Date to the first 
anniversary thereof in accordance with Section 2.10(b). 

2.4 Participation of Each Lender 

The amount of the Participation of each Lender in the Advance is equal to each 
such Lender's Commitment, as set forth in Schedule 1.1(a). 

2.5 Repayment of the Facility 

Unless accelerated imder Section 8.2 and subject to Section 2.6, the Borrower 
shall repay and there shall become due and payable on the Maturity Date, the principal amount 
of the Advance then outstanding, together with accrued and unpaid interest thereon and any other 
amounts owing hereunder and under the other Loan Documents. 

2.6 Voluntary Prepayments 

Subject to the terms of the Intercreditor Agreement and Section 2.7 and 
Section 10.2, at any time and from time to time, the Borrower shall be entitled, at its option, to 
prepay, on notice to the Servicing Agent in accordance with Section 2.7, all or any portion of the 
Advance at a redemption price equal to 100% of the principal amount of the Commitments being 
prepaid. 

2.7 Prepayment Notice 

The Borrower shall give written notice to the Servicing Agent of each voluntary 
prepayment pursuant to Section 2.6 not less than three Banldng Days prior to such voluntary 
prepayment. Such notice (a "Prepayment Notice") shall be irrevocable, and shall specify: 

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

(b) the principal amount of the Advance or the portion thereof which is to be prepaid 
and the additional amounts payable in accordance with Section 2.6, if any. 

2.8 Mandatory Prepayments 

(a) On the Effective Date, the Borrower shall prepay $6 million of the outstanding 
Advance at a redemption price equal to 100% of such outstanding amount. 

(b) On or before (i) September 15, 2010, and (ii) April 15 of each year thereafter, a 
portion of the outstanding Advance equal to 50%) of Cumulative Free Cash Flow, calculated as of 
the last day of the immediately preceding fiscal year of the Borrower, shall become due and 
payable and the Borrower shall prepay such amount at a redemption price equal to 100%) of such 
portion, provided that the Borrower shall have the option to defer the payment that would 
otherwise be due on September 15, 2010 to April 15, 2011 if the LTM EBITDA as of January 
30, 2009 is less than $10,000,000. 
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(c) Subject to the terms of the Intercreditor Agreement, on each occasion that a 
Prepayment Trigger Event occurs, that portion of the outstanding Advance equal to the relevant 
Prepayment Amount shall become due and payable and the Borrower shall prepay such amount 
at a redemption price equal to 100% of such portion within 2 Banking Days following such 
Prepayment Trigger Event. 

(d) Any amount prepaid by the Borrower hereunder, including under Section 2.6 or 
this Section 2.8, shall be not refundable and may not be redrawn by and shall not be returnable to 
the Borrower. 

2.9 Application of Repayments 

Except as otherwise indicated herein, all payments made by or for the Borrower 
for the account of the Lenders in connection herewith shall be applied pro rata in accordance 
with the Lenders' Participations,as follows: 

(i) to amounts (other than principal or interest) due under any Loan 
Document in respect of fees, expenses, prepayment premiums, breakage 
costs and other amounts; 

(ii) to amounts due hereunder in respect of interest on the outstanding 
principal amormt of the Advance in order of the day following the last day 
of each Interest Period thereon, commencing with the earlier or earliest 
thereof; and 

(iii) to the principal amoimt of the outstanding Advance. 

If any amoimt paid by the Borrower or received by any Lender, or by the 
Servicing Agent or Administrative Agent on behalf of any Lender, hereunder is required to be 
held in trust or retumed to any third party, including pursuant to the Intercreditor Agreement, 
such amount shall be deemed not to have been paid to or received by or on behalf of such Lender 
and such amount shall continue to form a part of the outstanding Advance and be payable in 
accordance with the terms of this Agreement. 

2.10 Interest on the Advance 

. (a) The Advance shall bear interest at the Interest Rate. For LIBOR Loans in effect 
from time to time interest shall be calculated and payable (i) at the end of the applicable LIBOR 
Period; (ii) if such LIBOR Period is in excess of three months, at the end of each three month 
period during such LIBOR Period and on the last day of such LIBOR Period; and (iii) on the date 
on which such LIBOR Loan becomes due and payable or is prepaid. 

Each Interest Determination Notice for a LIBOR Loan shall specify the next 
LIBOR Period. No LIBOR Period shall end after the Maturity Date. 

The Borrower shall pay to the Servicing Agent interest in Canadian Dollars on the 
principal amount of each Prime Rate Loan from the date on which such Prime Rate Loan was 
made or deemed made until such Prime Rate Loan shall have been repaid in full, at a floating 
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rate per annum equal to the Prime Rate in effect from time' to time, calculated (and if not paid 
when due compoimded) monthly and payable (i) monthly in arrears on the first Banking Day of 
each month (for all amounts accrued prior thereto), and (ii) on the date on which such Prime Rate 
Loan becomes due and payable. 

(b) Interest shall accrue from day to day and shall be calculated on the basis of the 
actual number of days elapsed (including the first day of each Interest Period but excluding the 
last day thereof) and divided by 360. From the Effective Date to the first anniversary thereof, an 
amoimt equal to that portion of any interest accrued during such time comprising 2% (or 200 
basis points) accrued on the outstanding Advance shall be capitalized and added on the 
applicable Interest Payment Date to the amounts owing under this Agreement in lieu of being 
paid by the Borrower in cash. Any interest that is capitalized in accordance with this Section 
2.10(b) shall form part of the principal amount of the outstanding Advance and shall bear interest 
thereafter at the Interest Rate. The balance of any accrued interest shall be payable in cash in 
Canadian Dollars in arrears on the applicable Interest Payment Date. After the first anniversary 
of the Effective Date, all of the interest on the outstanding principal amount of the Advance shall 
be payable in cash in Canadian Dollars in arrears on the Interest Payment Date relating thereto 
and no portion thereof shall be added to the principal amount of the outstanding Advance. 

(c) If, with respect to any LIBOR Loan requested, any Lender determines in good 
faith and acting reasonably which determination shall be final, conclusive and binding upon the 
Borrower that: 

(i) by reason of circumstances affecting financial markets inside or outside 
Canada, as the case may be, deposits in Canadian Dollars (or if relevant, 
U.S. Dollars) of sufficient amount and applicable term to fund such 
LIBOR Loan are not available to such Lender in the London interbank 
offering market; 

(ii) by reason of circumstances affecting the London interbank offering 
market, adequate and fair means do not exist for such Lender to determine 
the applicable LIBOR Rate for the LIBOR Period selected by the 
Borrower; 

(iii) the making or the continuance of a LIBOR Loan has become impractical 
by reason of circumstances which materially and adversely affect the 

, London interbank market; or 

(iv) any change to any present, or the introduction of any new, legal 
requirement or any policy or request (whether or not having the force of 
law) of any Governmental Authority, or in the interpretation or application 
thereof by any Governmental Authority, has made it unlawful for the 
Lender to make, fund, or maintain or to give effect to its obligations in 
respect of any LIBOR Loan as contemplated hereby; 

such Lender (if it makes such determination) shall so notify the Servicing 
Agent whereupon the Servicing Agent shall so notify the Borrower and: 
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(A) the right of the Borrower to select such a LIBOR Loan shall be 
suspended until such Lender determines in good faith that the 
circumstances causing such suspension no longer exist and so 
notifies the Borrower; " 

(B) any outstanding Drawdown Request or Notice of Interest 
. Determination for such LIBOR Loan shall be deemed to constitute 

a request for an Advance by way of a Prime Rate Loan for a period 
of time equal to the requested LIBOR Period; and 

(C) if any LIBOR Loan is already outstanding at any time when the 
right of the Borrower to select a LIBOR Loan is suspended, the 
Borrower shall, by written notice to the Servicing Agent and 
relevant Lender given within three (3) Business Days of the date of 
the above-described Servicing Agent's notification, elect in its 
discretion to either (i) prepay within seven (7) Banking Days (or 
on such earlier date as may be required to comply with any 
applicable legal requirement) of the date of such written notice to 
the Servicing Agent and relevant Lender such LIBOR Loan, with 
all interest accrued to the date of such prepayment and on all such 
amounts as are required to compensate the affected Lender for (A) 
any Additional Compensation payable pursuant to Section 3.1, and 
(B) any additional amounts payable pursuant to Section 10.2, or 
(ii) convert on the maturity date of the relevant LIBOR Period (or 
on such earlier date as may be required to comply with any 
applicable legal requirement), such outstanding LIBOR Loan to a 
Prime Rate Loan. 

(d) Not later than 10:00 a.m. on the third Banking Day prior to the last day of the then 
current Interest Period the Borrower shall deliver an Interest Determination Notice to the 
Servicing Agent. If the Advance is not repaid on the last day of any Interest Period and if the 
Servicing Agent has not received an Interest Determination Notice specifying the term of the 
next Interest Period for the Advance on or before 10:00 a.m. on the third Banking Day prior to 
the last day of the then current Interest Period, then the Borrower shall be deemed to have 
delivered an Interest Determination Notice electing an Interest Period of three months for the 
Advance and Interest shall be payable on the Advance at the applicable Interest Rate for such 
period. 

(e) Except as otherwise provided herein, the Advance shall not be repaid or prepaid 
except on the last day of any Interest Period unless the Borrower pays to the Agents and the 
Lenders any amounts which may be payable under Section 10.2. 

2.11 Method and Place of Payment 

All payments of principal, interest and fees hereunder shall be made for value in 
the full amount due at or before 12:00 noon on the day such amount is due by deposit or transfer 
thereof to an account of the Borrower maintained at the principal office of the Servicing Agent in 
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its designated place of business or such other place as the Borrower and the Servicing Agent may 
from time to time agree. Payments received after such time shall be deemed to have been made 
on the next following Banking Day. Each payment to be made by the Borrower under this 
Agreement shall be made in full without deduction, set-off or counterclaim of any kind or for 
any reason. Repayments of the Advance and payments of interest on the Advance shall be made 
in Canadian Dollars. The Borrower hereby irrevocably authorizes and directs the Servicing 
Agent to deduct and set-off from such account all amounts due to the Administrative Agent, the 
Servicing Agent or any Lender from time to time hereunder. 

2.12 Fees 

The Administrative Agent, on behalf of the Lenders, acknowledges receipt of 
$725,000.00, being an amount equal to 1.45% of the Advance, from the Borrower on the Closing 
Date. From and after the Effective Date, the Borrower shall reimburse the Administrative Agent 
for the annual administrative fee payable by the Administrative Agent to the Servicing Agent 
promptly and, in any event, within 30 days of receiving an invoice therefor, provided that the 
Borrower's maximum liability for such fee shall not exceed $17,500 for the fiscal year ending on 
January 31, 2010 and $35,000 for each fiscal year thereafter. 

2.13 Execution of Notices 

Each Interest Determination Notice and notice of repayment or prepayment and, 
unless otherwise provided herein, all other notices, requests, demands or other communications 
to be given to either Agent by the Borrower hereunder shall be executed by any one officer or 
director of the Borrower. 

2.14 Evidence of Indebtedness 

The Servicing Agent shall open and maintain in accordance with its usual practice 
books of account evidencing the Advance and all other amounts owing by the Borrower to the 
Servicing Agent, the Administrative Agent and the Lenders hereunder. The Servicing Agent 
shall enter in the foregoing accounts details of each Interest Determination in respect of the 
Advance and of all amounts from time to time owing or paid by the Borrower to the Servicing 
Agent, and the amounts of principal, interest and fees payable from time to time hereunder. The 
information entered in the foregoing accounts shall constitute, in the absence of manifest error, 
prima facie evidence of the obligations of the Borrower to the Administrative Agent, the 
Servicing Agent and the Lenders hereunder, the date the Advance and the amounts the Borrower 
has paid from time to time on account of the principal of, interest on and fees related to the 
Advance. 

2.15 Interest on Overdue Amounts 

Where the Borrower or any Guarantor fails to pay any amount required to be paid 
by the Borrower or such Guarantor hereunder or under the Loan Documents when due, the 
Borrower or the Guarantor, as the case may be, shall pay interest on such unpaid amount, 
whether before or following demand, default or judgment, including overdue interest from the 
time such amount is due until paid at an annual rate equal to the sum of 2% plus the Interest 
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Rate, compounded monthly in arrears on the last Banking Day of each calendar month in each 
year and payable on demand. 

2.16 Criminal Rate of Interest 

Notwithstanding the foregoing provisions of this Article 2, the Borrower shall in 
no event be obliged to make any payments of interest or other amounts payable to either Agent 
or any Lender hereunder in excess of an amount or rate which would be prohibited by law or 
would result in the receipt by either Agent or any Lender of interest at a criminal rate (as such 
terms are construed under the Criminal Code (Canada)). 

2.17 Compliance with the Interest Act (Canada! 

For the purposes of this Agreement, whenever any interest is calculated on the 
basis of a period of time other than a calendar year, the annual rate of interest to which each rate 
of interest determined pursuant to such calculation is equivalent for the purposes of the Interest 
Act (Canada) is such rate as so determined multiplied by the actual number of days in the 
calendar year in which the same is to be ascertained and divided by the number of days used in 
the basis of such determination. 

2.18 Nominal Rate of Interest 

The parties acknowledge and agree that all calculations of interest under this 
Agreement are to be made on the basis of the nominal interest rate described herein and not on 
the basis of effective yearly rates or on any other basis which gives effect to the principle of 
deemed reinvestment of interest. The parties acknowledge that there is a material difference 
between the stated nominal interest rates and the effective yearly rates of interest and that they 
are capable of making the calculations required to determine such effective yearly rates of 
interest. 

ARTICLE 3 
CHANGE OF CIRCUMSTANCES 

3.1 Increased Costs 

In the event of (i) any Applicable Law coming into force after the date hereof or 
(ii) any change in any existing Applicable Law, or in the interpretation or application thereof by 
any court or by any Governmental Authority or other authority or entity charged with the 
administration thereof or (iii) compliance by a Lender with any direction, request or requirement 
(whether or not having the force of law) of any Governmental Authority or other authority or 
entity charged with the administration of any Applicable Law (each such event being hereinafter 
referred to as a "change in law") which now or hereafter: 

(a) subjects (whether directly, or as a result of any withholding or deduction by the 
Borrower) a Lender to any Tax (other than Canadian withholding tax) or changes 
the basis of taxation, or increases any existing Tax (in each case, except for the 
coming into force of any tax or change in the basis of taxation or manner of 
collection of any tax in respect of or the change in the rate of Tax charged on 
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income of a Lender as a whole) ahd including any Other Tax that is payable by a 
Lender on, or required by Applicable Law to be withheld by the Borrower from, 
any Additional Compensation, as hereinafter defined), on payments of principal, 
interest, premium or other amoimts payable by the Borrower to such Lender 
hereunder or on or by reference to the amount of the Advance made or to be made 
by such Lender hereunder or on or by reference to the commitment of such 
Lender hereunder, or . 

(b) imposes, modifies or deems applicable any reserve, special deposit or similar 
requirements or otherwise imposes any cost on a Lender in funding or 
maintaining all or any of the Advance hereunder, or 

(c) will have the effect of increasing the amount of overall capital required to be 
maintained by a Lender, taking into accoimt the existence of such Lender's 
participation in any Advance hereimder (including, without limitation, all or any 
part of its commitment), 

and the result of any of the foregoing is to increase the cost to such Lender, reduce the income 
receivable by it or reduce the effective retum on the capital of such Lender in respect of the 
Advance and/or its Commitment, such Lender shall give notice thereof to the Borrower and to 
the Servicing Agent (a "Notice of Amount") stating the event by reason of which it believes it is 
entitled to Additional Compensation (as hereinafter defined), such cost and/or such reduction in 
such retum (or such proportion of such reduction as is, in the reasonable and bona fide opinion of 
such Lender, attributable to its obligations hereunder), the amount of such Additional 
Compensation (as hereinafter defined) incurred by such Lender together with a certificate of a 
duly authorized officer of such Lender setting forth the Additional Compensation and the basis 
of calculation of such Additional Compensation including a copy of the Applicable Law or 
direction, request or requirement (whether or not having the force of law) of any Governmental 
Authority or other authority or entity charged with the administration of any Applicable Law, 
provided that the disclosure of the same can be lawfully made and that such Lender shall not be 
required to disclose any information required to be kept confidential by Applicable Law. The 
Borrower shall pay to such Lender, within 10 Banking Days of the date of receipt of any Notice 
of Amount, the amount specified in such Notice of Amount (in this Article 3 referred to as 
"Additional Compensation"). The obligation to pay such Additional Compensation for 
subsequent periods will continue until the earlier of termination of the Advance or the lapse or 
cessation of the change in law giving rise to the initial Additional Compensation. Each Lender 
shall make reasonable efforts to limit the incidence of any such Additional Compensation and 
seek recovery for the account of the Borrower upon the Borrower's request at the Borrower's 
expense, provided a Lender in its reasonable determination suffers no appreciable economic, 
legal, regulatory or other disadvantage. In the event the Lender subsequently recovers all or part 
of the Additional Compensation paid by the Borrower, it shall promptly repay an equal amount 
to the Borrower, provided that no Lender shall have any obligation to arrange its affairs in such a 
way as to ensure that all or any part of such Additional Compensation is recovered. The 
obligation to pay such Additional Compensation for subsequent periods will continue until the 
earlier of termination of the Advance or the Commitment affected by the change in law, change 
in capital requirement or the lapse or cessation of the change in law giving rise to the initial 
Additional Compensation. A Lender shall only be entitled to rely upon the provisions of this 
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Section 3.1 if and for so long as it is not treating the Borrower in any materially different or in 
any less favourable manner than is applicable to any other similar customers of such Lender, 
where such other similar customers are bound by similar provisions to the foregoing provisions 
of this Section 3.1. . 

3.2 Illegality 

If, with respect to a Lender, the implementation of any existing provision of 
Applicable Law or the adoption of any Applicable Law, or any change therein or in the 
interpretation or application thereof by any court or by any statutory board or commission now 
or hereafter makes it unlawful for such Lender to make, ftmd or maintain all or any portion of the 
Advance, to maintain all or any part of its commitment hereunder, such Lender may, by written 
notice thereof to the Borrower, declare such affected part of the obligations of.such Lender under 
this Agreement with respect to the activity which is unlawful to be terminated whereupon the 
same shall forthwith terminate, and the Borrower shall repay to such Lender within the time 
required by such law (or as promptly as practicable if already unlawfiil or at the end of such 
longer period, if any, as such Lender, in its bona fide opinion, may agree) the principal of the 
Advance made by such Lender, together with all accrued interest, premium, costs, expenses and 
other amounts payable hereunder or if conversion would avoid the activity that is unlawful, 
convert the affected part of the Advance to an Advance with an Interest Rate equal to the Prime 
Rate. If any such change shall affect only that portion of such Lender's obligations under this 
Agreement that is, in the bona fide opinion of such Lender, severable from the remainder of this 
Agreement so that the remainder of this Agreement may be continued in full force and effect 
without otherwise affecting any of the obligations of such Lender or the Borrower hereunder, 
such Lender shall declare its obligations under only that portion so terminated. Each Lender 
agrees if possible to designate a different lending office if such designation will avoid the need 
for such notice and will not, in the good faith judgment of such Lender, otherwise be materially 
disadvantageous to such Lender. • 

ARTICLE 4 
CONDITIONS PRECEDENT 

4.1 Conditions to Effectiveness 

This Agreement shall not be effective until the date on which each of the 
following conditions is satisfied by the Borrower: 

, (a) this Agreement and the Borrower's Security Documents, in form and on terms 
satisfactory to the Administrative Agent, shall have been duly authorized, 
executed and delivered to the Lenders by the Borrower and shall constitute legal, 
valid and binding obligations of the Borrower; 

(b) the representations and warranties set forth in Section 5.1 shall be true and correct 
on and as of the Effective Date; 

(c) except for the Events of Default that have been waived pursuant to Section 12.2, 
no Default or Event of Default shall have occurred and be continuing and the 
Borrower shall have delivered an Officer's Certificate to such effect; 
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(d) the Security and all necessary financing statements shall have been duly 
registered, filed and recorded against the Borrower in all jtirisdictions where such 
registration, filing or recording, in the reasonable opinion of the Lenders, is 
necessary or advantageous to preserve, protect and perfect the charges and 
security interest created or intended to be created by the Security Documents; 

(e) the Borrower shall have delivered to the Administrative Agent reasonably 
satisfactory evidence that customary insurance coverage (with adequate and 
customary limits and deductibles) for business and operations of the type and size 
the Borrower and all of its Subsidiaries is in place, with (i) the Administrative 
Agent being named as (A) a loss payee, and (B) an additional insured; and (ii) an 
endorsement that 30 days' notice shall be provided to the Administrative Agent 
for any cancellation, modification or waiver thereunder and that if the insurance 
carrier shall have received written notice from the Administrative Agent of the 
occurrence and continuance of an Event of Default, the insurance carrier shall pay 
all proceeds otherwise payable to the Borrower under such policies directly to the 
Administrative Agent; 

(f) all fees and expenses payable to the Lenders or Administrative Agent (including 
all reasonable legal fees and expenses) in connection with the transactions 
contemplated hereby shall be paid in full, to the extent that such fees and 
expenses shall then be due and payable; 

(g) a favourable opinion of Counsel to the Borrower, addressed to the Administrative 
Agent and the Lenders firom time to time party hereto, in form and substance 
satisfactory to the Administrative Agent and each Lender, shall have been 
delivered to the Administrative Agent and each Lender; 

(h) the Borrower shall have delivered to the Administrative Agent the Financial 
Statements referred to in Section 5.1(g) and the unaudited financial statements for 
the Borrower's fiscal year ended January 31, 2009 in form and substance 
satisfactory to the Administrative Agent and the Lenders; 

(i) the Administrative Agent shall have received evidence satisfactory to the 
Administrative Agent that the Revolving Credit Facility is in effect and all of the 
documents entered into in connection with the amendments to the Revolving 
Credit. Facility shall be in form and substance acceptable to the Administrative 
Agent acting reasonably; 

(j) the Stonehouse Subordinated Note shall be in form and substance satisfactory to 
the Administrative Agent, and StonehouseCo shall have entered into and 
delivered the Subordination Amendment Agreement to the Administrative Agent; 

(k) the $6 million payment referred to in Section 2.8(a) shall have been made to the 
Servicing Agent, for the account of the Lenders; and 

Tor#: 2329457.8 



- 3 4 -

(1) the Administrative Agent shall have received such additional evidence, 
documents or undertakings as the Lenders may reasonably request to establish the 
consiimmation of the transactions contemplated hereby. 

In each case where a document shall be delivered to the Lenders, the Borrower 
shall provide a sufficient number of copies for deUvery of an originally executed copy of each 
docriment to each Lender and to the Administrative Agent and the Servicing Agent. The 
conditions set forth in this Section 4.1 are inserted for the sole benefit of each Lender and may be 
waived by each Lender in whole or in part, with or without terms or conditions. The Lenders 
hereby acknowledge and confirm that the conditions set forth in Sections 4.1(d) and 4.1(h) have 
been satisfied on or prior to the Effective Date. 

ARTICLE 5 
REPRESENTATIONS AND WARRANTIES 

5.1 Representations and Warranties 

The Borrower and any Guarantor jointly and severally represents and warrants as 
follows to the Administrative Agent, the Servicing Agent and each Lender, and each of the 
Administrative Agent and each Lender acknowledges and confums that it is relying upon such 
representations and warranties in having made and continuing the Advance hereunder: 

(a) Corporate Status. The Borrower is a corporation duly amalgamated and validly 
existing under the laws of the Province of Ontario and any Guarantor and each of 
its and the Borrower's Subsidiaries is a corporation duly incorporated or 
amalgamated or is validly existing as a partnership or is otherwise organized and 
validly existing under the laws of the jurisdiction of its incorporation specified in 
Schedule 5.1(z). Each of the Borrower, any Guarantor and each of their 
Subsidiaries has all necessary corporate power and authority to conduct its 
business as presently conducted and to own or lease its properties and assets in 
each jurisdiction where such properties and assets are situated or such business is 
conducted. 

(b) Corporate Power and Authority. Each of the Borrower and any Guarantor has 
full corporate power and authority to enter into the Loan Documents to which it is 
a party, and to do all acts and things and execute and deliver all documents as are 
reqxiired hereunder or thereunder to be done, observed or performed by it in 
accordance with the terms hereof or thereof. 

(c) Authorization and Enforceability. This Agreement and each of the other Loan 
Documents to which each of the Borrower and any Guarantor is a party has been 
delivered by the Borrower and any such Guarantor and constitutes a valid and 
legally binding obligation of the Borrower and any such Guarantor, enforceable 
against it in accordance with its terms, subject to applicable bankruptcy, 
insolvency and other laws affecting the enforcement of creditors' rights generally. 

(d) Conflict with Constating Documents and Agreements. Neither the execution 
and delivery of the Loan Documents nor the consummation by the Borrower or 
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any Guarantor of any of the transactions herein and therein contemplated, nor 
compliance by the Borrower or any such Guarantor with the terms, conditions and 
provisions of the Loan Documents to which it is a party, will conflict with or 
result in à breach of any of the terms, conditions or provisions of: 

(i) the constating documents, certificates or articles of incorporation or 
, by-laws of the Borrower, the Guarantor or any of their Subsidiaries or any 

- unanimous shareholders' agreement relating to any of them; 

(ii) any resolution of the shareholders, directors or any committee of directors 
of the Borrower, any Guarantor or any of their Subsidiaries; 

(iii) any agreement (including any Material Contract), instrument or 
arrangement to which the Borrower, any Guarantor or any of their 
Subsidiaries is now a party or by which it, or its properties are, or may be, 
bound, or will constitute a default which could give rise to damages or the 
right to terminate such agreement, or will result in the creation or 
imposition of any Lien (other than Permitted Encumbrances) upon any of 
the properties or assets of the Borrower, the Guarantor or any of Iheir 
Subsidiaries; 

(iv) any judgment or order, writ, injunction or decree of any court; or 

(v) any Applicable Law. 

(e) No Other Authorization or Consents Necessary. No action (including, without 
limitation, the giving of any consent, licence, right, approval, authorization, 
registration, order or permit) of, or filing with, any Govenunental Authority is 
required to authorize, or is otherwise required in connection with, the execution, 
delivery and performance by the Borrower or any Guarantor of the Loan 
Documents or in order to render this Agreement and the Loan Documents legal, 
valid, binding or enforceable and no consents, approvals or other authorizations 
are required in connection with the assignment of accounts receivable pursuant to 
the Loan Documents except those actions which have been obtained or filings 
which have been made. 

(Q No Third Party Consents. Except for the consents and approvals that have been 
obtained by the Borrower, no consent or approval of any other party (including, 
without limitation, any landlord that is party to a Lease) is required in connection 
with the execution, delivery and performance by the Borrower or any Guarantor 
of the Loan Documents to which it is a party in order to render this Agreement or 
any of the Loan Documents to which the Borrower or any Guarantor is a party 
legal, valid, binding or enforceable against such Person except, in each case, those 
consents or approvals which have been obtained. 

(g) Financial Statements. Except as disclosed in Schedule 5.1(g), the audited 
consolidated Financial Statements most recently delivered to the Administrative 
Agent pursuant to Section 6.1(a) present fairly, in all material respects, the 
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financial position of the Borrower and its Subsidiaries as at such date and the 
unaudited consolidated Financial Statements of the Borrower and its Subsidiaries 
for the fiscal quarter or calendar month most recently ended present fairly, in all 

. material respects, the financial position of the Borrower and its Subsidiaries as at 
such date, subject to normal year end adjustments. Since the date of the audited 
consolidated financial statements most recently delivered to the Administrative 
Agent, there has been no material adverse change in the assets, liabilities, 
condition (financial or otherwise) operations, or prospects of the Borrower or any 
of its Subsidiaries. 

(h) Affiliate Transactions. None of the Borrower, any Guarantor or any of their 
Subsidiaries has a Contractual Obligation with an Affiliate or engages in any. 
transaction with any Affiliate, except (i) transactions among the Borrower and its 
Affiliates upon terms at least as favourable to such Person as an Arm's Length 
transaction with unaffiliated Persons, and (ii) the transactions described at 
Schedule 5.1(h). 

(i) Litigation. Other than actions, suits or proceedings claiming solely payment 
(whether by way of an amount owing, damages or otherwise) of an amount not 
exceeding $250,000 in respect of any one matter or $500,000 in the aggregate and 
except as disclosed in Schedule 5.1(i), on or before the Effective Date there are no 
actions, suits or proceedings pending or, to the best of the knowledge and belief of 
the Borrower and any Guarantor, threatened against or affecting the Borrower, 
any Guarantor or any of their Subsidiaries or any of their undertaking, property 
and assets, at law, in equity or before any arbitrator or before or by any 
Governmental Authority in respect of which the Borrower and any Guarantor 
have determined in good faith that there is a reasonable possibility of a 
determination adverse to the Borrower or any of its Subsidiaries and which could, 
if determined adversely, have a Material Adverse Effect and none of the 
Borrower, any Guarantor or any of their Subsidiaries is in default with respect to 
any Applicable Law or any order, writ, injunction or award of any government, 
commission, board, agency, court, arbitrator or instrumentality. 

(j) Licences, etc. and Compliance with Laws. All licences, firanchises, certificates, 
consents, rights, rights-of-way, easements, entitlements, approvals, authorizations, 
registrations, orders and permits (collectively, "Permits") required to enable the 
Borrower, any Guarantor and their Subsidiaries to carry on their respective 
businesses as now conducted by them and to own, lease and operate their 
properties and assets have been duly obtained and are currently subsisting in good 
standing, except for such Permits, fiie absence of which has not had and could not 
reasonably be expected to have, a Material Adverse Effect. The Borrower, any 
Guarantor and each of their Subsidiaries have complied with all terms and 
provisions presently required to be complied with by them in all such Permits and 
with all Applicable Law and they are not in violation of any of the respective 
provisions thereof in respect of which such non-compliance or violation could 
have a Material Adverse Effect. 
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Compliance with Environmental Laws. 

(i) The Borrower, any Guarantor and each of their Subsidiaries and, to the 
best of the knowledge of the Borrower and any Guarantor after due 
inquiry, those of any party having charge, management or control of any 
aspects of the Business, any Real Property of the Borrower and its 
Subsidiaries have been and are in compliance with Environmental Laws 
which are applicable to their operations and the release, emission, deposit, 
issuance, discharge, transportation or disposal ("Release") of any 
Hazardous Materials; the Borrower and its Subsidiaries have no liabilities 
(including contingent liabilities) in connection with any Release or likely 
Release and there are no conditions on any Real Property, which now, or 
with the passage of time or the giving of notice or both, may give rise to 
liability, and in respect of which such non-compliance, liabilities or 
conditions could have a Material Adverse Effect; 

(ii) none of the Borrower, any Guarantor, or any of their Subsidiaries has 
received notice of or is aware of any judicial or administrative proceeding 
alleging with respect to it the violation of or any potential liability under 
any Environmental Laws and none of the Borrower, any Guarantor or any 
of their Subsidiaries has received notice of or is aware of or is subject to 
any Environmental Claim; and 

(iii) none of the Borrower, any Guarantor or any of their Subsidiaries or, to the 
best of the knowledge of the Borrower and any Guarantor after due 
inquiry, any party having charge, rdanagement or control of any aspect of 
the Business or any Real Property, has ever caused or permitted any 
Hazardous Material to be used, placed, held, located, stored, released or 
disposed of on, in, under, through or at any such property or any part 
thereof or any other location that could give rise to liability to the 
Borrower or the Subsidiaries except in compliance with Environmental 
Laws. 

Encumbrances. The Borrower, any Guarantor and each of their Subsidiaries has 
good and valid title to all of its Property and there are no Liens on any of the 
Property or undertaking of the Borrower or any Guarantor other than Permitted 
Encumbrances. . 

No Default or Event of Default. Except for the Events of Default that have been 
waived pursuant to Section 12.2, no Default or Event of Default has occurred and 
is continuing or would result from the execution, delivery or performance of the 
Obligations under any of the Loan Documents. 

No Agreement to Sell Assets, Etc. Other than the sale of Inventory in the 
ordinary course of business, none of the Borrower, any Guarantor or any of their 
Subsidiaries has any legal obligation, absolute or contingent, to any Person to sell 
its Property (except as permitted by Section 6.2(d)) or to effect any merger, 
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consolidation or other reorganization of the Borrower, such Guarantor or such 
Subsidiary, as the case may be (except as permitted by Section 6.2(c)), or to enter 
into any agreement with respect thereto. 

(o) No Action for Winding-Up or Bankruptcy. There has been no voluntary or 
involuntary action taken either by or against the Borrower, any Guarantor or any 
of their Subsidiaries for any such corporation's winding-up, dissolution, 
liquidation, bankruptcy, receivership, administration or similar or analogous 
events in respect of such corporation or partnership or all or any material part of 
its assets or revenues. 

(p) Taxes. The Borrower, any Guarantor and each of their Subsidiaries have filed all 
tax returns which were required to be filed, paid all Taxes (including interest and 
penalties) which are due and payable other than any Tax the payment of which is 
being contested in good faith by proper proceedings and for which adequate cash 
reserves are being maintained. 

(q) Location of Business. A true and complete list of the location of the chief 
executive office and places of business of the Borrower, and any Guarantor is set 
forth in Schedule 5.1(z). Schedule 5.1(z) also contains a complete list of all bank 
accounts and accounts with securities intermediaries (including account number, 
beneficiary name, and other institutional information) maintained by the Bonower 
and any Guarantor. 

(r) Location of Collateral. With the exception of inventory in transit, all tangible 
assets comprising the Borrower's Collateral (as that term is defined in the 
Borrower's Security Documents) and the Guarantor's Collateral (as that term is 
defined in the Guarantors' Sectirity Documents) are situate in the provinces and 
territories of Canada in which a financing statement or similar notice, filing, 
registration statement or other instrument required or desired to perfect or 
crystallize a Lien in favour of the Administrative Agent has been filed against the 
Borrower or the Guarantor, as the case may be. 

(s) Registrations. All registrations, filings and recordings as are necessary to 
preserve, protect and perfect the charges and security interest created, or intended 
to be created by, the Security Documents have been made. 

(t) Employee Benefit Plans. All obligations of the Borrower, any Guarantor and 
their Subsidiaries (including fiduciary, funding, investment and administrative 
obligations, if any) required to be performed in connection with employee benefit 
plans of the Borrower, any Guarantor and their Subsidiaries have been performed 
on a timely basis. 

(u) Pension Plans. None of the Borrower, any Guarantor or any of their Subsidiaries 
is a party to, has agreed to become a party to or has any Indebtedness, liabilities, 
obligations under, arising from, relating to or in connection with any Pension 
Plan. 
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Labour Matters. There are no strikes or other labour disputes pending or, to the 
knowledge of Borrower and any Guarantor, after due inquiry or investigation, 
threatened against the Borrower, any Guarantor or any of their Subsidiaries. 
There are no proceedings pending or, to the knowledge of Borrower and any 
Guarantor, after due inquiry or investigation, threatened between the Borrower, 
any Guarantor or any of their Subsidiaries and any labour organization or the 
Borrower's, any Guarantor's or any of their Subsidiary's employees, as applicable, 
including any unfair labour practices, charges or complaints or allegations of sex, 
age, race or other discrimination that are likely to be adversely determined and if 
adversely determined could be reasonably expected to have a Material Adverse 
Effect. The Borrower, any Guarantor and each of their Subsidiaries have each 
complied with all employment contracts (including all collective bargaining 
agreements, if any), employment policies, arbitration awards. Applicable Law 
(including those relating to wages, hours and collective bargaining) and orders 
resulting from alleged violations of any Applicable Law and have no material 
liability for any arrears of wages, accrued benefits, taxes or penalties for any 
failure to comply with any of the foregoing. 

Intellectual Property. Each of the Borrower, any Guarantor and each of their 
Subsidiaries owns, licenses or otherwise has the fiill right to use, under validly 
existing agreements, all patents, licenses, trademarks, trade names, trade secrets, 
copyrights and all rights with respect thereto, which are required to conduct the 
Business. 

Adequate Insurance. All of the Collateral is insured with good and responsible 
companies against fire and other casualties in the same manner and to àe same 
extent as such insmance is usually carried by Persons carrying on a similar 
business as that owned by the Borrower, any Guarantor or the relevant Subsidiary, 
as the case may be, and the Borrower, any Guarantor and each of their 
Subsidiaries maintains or causes to be maintained with good and responsible 
insurance companies adequate insurance against business interruption with 
respect to the operations of all such Property and liability on account of damage to 
Persons or Property, including damage resulting from product liability, and under 
all applicable workers' compensation laws, in the same manner and to the same 
extent as such insurance is usually carried by Persons carrying on a similar 
business and owning similar property, and attached hereto as Schedule 5.1(x) is a 
true and complete list of all insurance policies maintained by the Borrower, any 
Guarantor and each of their Subsidiaries in connection with the foregoing matters. 

Material Contracts. Each Material Contract is in full force and effect and, 
except for the defaults under the Revolving Credit Facility that have been waived 
pursuant to Section 12.2, none of the Borrower, any Guarantor or any of their 
Subsidiaries is in default under any Material Contract and no event has occurred 
which, with the passage of time or the giving of notice or both, could constitute an 
event of default under any Material Contract or give rise to a right on the part of 
another party to terminate a Material Contract, the effect of any of which could be 
reasonably expected to have a Material Adverse Effect. 
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(z) Capitalization and Subsidiaries, Etc. Part A of Schedule 5.1(z) sets forth for 
the Bonower, any Guarantor and each of their Subsidiaries, its jurisdiction of 
organization, the classes of its authorized capital, the number of shares of each 
such class authorized (as applicable) and issued and outstanding and the holders 
of such shares. Part B of Schedule 5.1(z) sets forth for the Borrower, any 
Guarantor and each of their Subsidiaries: (i) a description of the Property owned 
or leased by the Borrower, any Guarantor and each of their Subsidiaries or to 
which it has any right; and (ii) the Material Contracts and Indebtedness of the 
Borrower, any Guarantor and each of their Subsidiaries. Any Guarantor is a 
direct or indirect wholly-owned Subsidiary of the Borrower. None of the 
Borrower, any Guarantor or any of their Subsidiaries has any material investment 
or material equity interest in any other Person other than those entities described 
in Schedule 5.1(z) and any such investment or equity acquired in accordance with 
Section 6.2(h). 

(aa) No Assets or Liabilities. Other than (i) any Guarantor that has executed and 
delivered Guarantors' Security Documents to the Administrative Agent pursuant 
to Section 7.2, and (ii) 644562 Ontario Limited, the assets of which are comprised 
solely of 100% of issued and outstanding common shares in the capital of 720064 
Ontario Limited, none of the Borrower's Subsidiaries owns, leases, licenses or 
otherwise holds any Property (including, for greater certainty, any Intellectual 
Property), has any obligations, liabilities or Indebtedness or engages in any 
business whatsoever, and none the Borrower's Subsidiaries is party to or has 
agreed to be a party to any Agreements or other arrangements with third parties or 
Affiliates. 

(bb) Title; Possession under Leases. Set forth in Part A of Schedule 5.1(bb) is a 
complete and accurate list of all Real Property owned by the Borrower and any 
Guarantor, with the owner of such property, the location of such property and a 
complete and accurate legal description of such property. Set forth in Part B of 
Schedule 5.1(bb) is a çomplete and accurate list of all Real Property leased by the 
Borrower and any Guarantor as lessee or sublessee, with the manager or landlord 
of such Real Property, the square footage of each premises, the expiry dates of 
each lease and the minimum rent payable thereunder and the location of such Real 
Property. Each of the Borrower and any Guarantor (i) owns and has good and 
marketable title to the Real Property referred to in Part A of Schedule 5.1(bb), 
subject only to the Permitted Encumbrances, (ii) has valid leasehold interests in 
the real property referred to in Part B of Schedule 5.1(bb), and enjoys peaceful 
and undisturbed possession under all leases and such leases are in good standing 
and no event or circumstance exists which with the passage of time or giving of 
notice or both could constitute a default thereunder, in each case which could 
reasonably be expected to have a Material Adverse Effect, and (iii) owns and has 
good and marketable title to all their other respective Properties and assets which 
are material to the business of such Person. 

(cc) Solvency, Etc. Each of the Borrower, any Guarantor and each of their 
Subsidiaries is Solvent and, after the execution and delivery of the Loan 
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Documents and the consummation of the transactions contemplated thereby, will 
be Solvent. None of the Borrower, any Guarantor or any of their Subsidiaries has 
(i) applied for or consented to the appointment of a receiver, trustee, liquidator or 
custodian of itself or of all or a substantial part of its Property or (ii) made a 
general assignment for the benefit of itself or any of its creditors. 

No Material Adverse Effect. No event has occurred and no condition exists 
which could be reasonably expected to have a Material Adverse Effect. 

Accuracy of Information Furnished. Each of the Borrower and any Guarantor 
has provided to Administrative Agent in writing all material information relating 
to its fmancial condition, business and prospects including all Material Contracts. 
The Loan Documents and the other certificates, statements and information 
furnished by the Borrower and any Guarantor to Administrative Agent in 
connection with the Loan Documents and the transactions contemplated thereby, 
do not contain any untrue statement of a material fact and do not omit to state any 
material fact necessary to make the statements therein, in light of the 
circumstances under which they were made, not misleading. All projections 
furnished by each of the Borrower and any Guarantor to the Administrative Agent 
in connection with the Loan Documents and the transactions contemplated 
thereby have been based upon assumptions, believed by it at the time and as of the 
date hereof to be reasonable, and represent, as of their respective dates of 
presentations and as of the date hereof, such Person's best estimates of the future 
performance of the Borrower or such Guarantor, as the case may be. 

Fiscal Year and Fiscal Quarters. As of the date of this Agreement, the fiscal 
year of the Borrower and its Subsidiaries ends on the last Saturday in January of 
each calendar year, and the Borrower's and its Subsidiaries' fiscal quarters end on 
the Saturday that is the thirteenth, twenty-sixth, thirty-ninth and fifty-second (or 
fifty-third) week after the most recently completed fiscal year. 

Patriot Act Compliance. None of the Borrower any Guarantor or any 
shareholder, partner or any owner of a direct or indirect interest in the Borrower 
or any Guarantor (a) is listed on any Government Lists, (b) is a person who has 
been determined by competent authority to be subject to the prohibitions 
contained in Presidential Executive Order No. 13224 (Sept. 23, 2001) or any other 
similar prohibitions contained in the rules and regulations of OF AC or in any 
enabling legislation or other Presidential Executive Orders in respect thereof, (c) 
has been previously indicted for or convicted of any felony involving a crime or 
crimes of moral turpitude or for any Patriot Act Offense, or (d) is currently under 
investigation by any Govermnental Authority for alleged criminal activity; 
provided, however, the foregoing sentence shall not be deemed to apply to, 
include or cover any person, group, governmental authority or entity which is an 
owner of direct or indirect interest in any Borrower or in any entity affiliated with 
any Borrower if such interest exists by means of the ownership of stock or other 
Publicly-Traded Securities. • 
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(hh) Confirmation of Security. The security interests granted by the Borrower in 
favour of the Administrative Agent, as collateral agent for the benefit of the 
Lenders, pursuant to the Security Documents continue in full force and effect as 
continuing security for the due and timely payment and performance of the 
Obligations. 

5.2 Survival of Representations and Warranties 

The representations and warranties set out in this Article 5 shall survive the 
execution and delivery of this Agreement, notwithstanding any investigations or examinations 
which may be made by any Agent, any Lender or counsel to any of them. The Borrower and any 
Guarantor shall be deemed to have reaffirmed, for the benefit of the Lenders and each Agent, 
each representation and warranty contained in Section 5.1 on and as of the last date of each fiscal 
quarter of the Borrower. 

ARTICLE 6 
COVENANTS 

6.1 Affirmative Covenants 

Each of the Borrower and any Guarantor covenants and agrees with the 
Administrative Agent, the Servicing Agent where applicable, and each of the Lenders that, 
unless the Administrative Agent and the Required Lenders otherwise consent in writing, so long 
as any Obligation hereunder or imder any Loan Document remains outstanding: 

(a) Financial Reporting. The Borrower shall deliver, or cause to be delivered, to the 
Administrative Agent and the Servicing Agent, with sufficient original copies for 
each Lender: 

. (i) as soon as available and in no event later than 30 days after the last day of 
each calendar month of each fiscal year of the Borrower, a copy of the 
internal monthly financial statements of the Borrower and its Subsidiaries 
(prepared on a consolidated basis) and consisting of at least a statement of 
income, a statement of cash flows and a balance sheet for such month; 

(ii) as soon as available and in no event later than 45 days after the last day of 
each fiscal quarter of each fiscal year of the Borrower, a copy of the 
Financial Statements of the Borrower and its Subsidiaries (prepared on a 
consolidated basis) for such fiscal quarter and for ihe fiscal year to date 
certified as true, correct and complete by the Borrower; 

(iii) for the fiscal year ended January 26, 2008, no later than July 15, 2009, for 
the fiscal year ended January 31, 2009, no later than August 15, 2009, and 
for each fiscal year thereafter, as soon as available and in no event later 
than 105 days after the close of each fiscal year of the Borrower, (A) 
copies of the audited Financial Statements of the Borrower and its 
Subsidiaries (prepared on a consolidated basis) for such year, audited by 
independent certified public accountants of recognized national standing 
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acceptable to the Lenders, (B) copies of the opinions (which opinions and 
the Financial Statements to which such opinions relate shall not contain 
any qualification which is in the nature of a limitation on scope or ability 
to audit or of a going concern or similar nature) and, to the extent 
delivered, management letters delivered by such accountants in connection 
with all such Financial Statements and (C) certificates of such accoimtants 
to the Lenders stating that in making the examination necessary for then-
opinion they have reviewed this Agreement and have obtained no 
knowledge of any Default which has occurred, or if, in the opinion of such 
accountants, a Default has occurred, a statement as to the nature thereof; 

(iv) together with the Financial Statements delivered pursuant to 
Sections 6. l(a)(ii) and 6.1(a)(iii), a certificate of the Chief Financial 
Officer of the Borrower to the effect that the information contained in such 
statements is prepared and presented in accordance with GAAP and in a 
manner consistent with the past practices of the Borrower and that such 
Financial Statements are true and correct in all material respects, subject to 
normal year-end audit adjustments in the case of unaudited Financial 
Statements, and present fairly the results of operations and changes in the 
financial position of the Borrower as of and to the date of such Financial 
Statements, stating that the Borrower is in compliance with the covenants 
set forth in Article 6 including, without limitation, those financial 
covenants set forth in Section 6.3 and, in respect of such financial 
covenants providing detailed calculations evidencing compliance 
therewith, that each of the representations and warranties of the Borrower 
set forth in Section 5.1 is true and correct by reference to the facts and 
circumstances existing on the date-of such certificate (or specifying 
inaccuracies therein), that no Default or Event of Default has occurred (or 
specifying such non-compliance or Default or Event of Default and stating 
what action, if any, the Borrower or a Guarantor is taking in connection 
therewith); and 

(v) such other financial information as the Administrative Agent or the 
Servicing Agent may request from time to time, acting reasonably. 

Corporate Status. Subject to Section 9.1, the Borrower and any Guarmtor shall 
remain a corporation duly incorporated or amalgamated, as applicable, and validly 
subsisting under the laws of Canada or a province thereof and the Borrower and 
any Guarantor shall cause each of its Subsidiaries to remain duly incorporated, 
formed or organized and validly subsisting under the laws of its existing 
jurisdiction of incorporation or formation, as the case may be, or the laws of 
Canada or any other province thereof and, in each case, registered or otherwise 
qualified in all material respects to carry on business in each jurisdiction where 
necessary to conduct its business. 

Conduct of Business. The Borrower and any Guarantor shall, and shall cause 
each of its Subsidiaries to (i) preserve and maintain all of its rights, privileges and 
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franchises reasonably necessary to the conduct of its business, (ii) conduct its 
business activities in compliance with Applicable Law (including Environmental 
Laws) and contractual obligations applicable to such Person or such Person's 
Property, and (iii) keep all Property useful and necessary in its business in good 
working order and condition, ordinary wear and tear excepted (including 
removing any Hazardous Materials Released on such Property in exceedance of 
Environmental Laws), except, in each case, where any failure could not be 
reasonably expected to have a Material Adverse Effect. 

Insurance. The Borrower and any Guarantor shall, and shall cause each of its 
Subsidiaries to: 

(i) carry and maintain , insurance with insurers acceptable to the 
Administrative Agent, acting reasonably, in at least such amounts, of such 
character and against such risks as is maintained by such Person on the 
date of this Agreement and described in the certificates of insmance 
delivered to the Administrative Agent pursuant to Section 4.1 or, if such 
insurance is not available on a commercially reasonable basis, with the 
prior written consent of the Required Lenders, insurance with insurers 
acceptable to the Administrative Agent, acting reasonably, in such 
amounts, of such character and agamst such risks customarily carried from 
time to time during the term of this Agreement by comparable businesses 
engaged in substantially the same business as such Person and operating in 
the same geographic area as such Person, including but not limited to, fure 
and extended coverage, public liability, property damage, workers' 
compensation, business interruption, flood and such other coverage as the 
Required Lenders may reasonably request; 

(ii) obtain and maintain the endorsements described in Section 4.1(e) for all 
such insurance; and 

(iii) deliver to the Administrative Agent copies of any insurance certificates 
evidencing the insurance required to be obtained and maintained 
hereunder forthwith upon receipt by the Borrower or a Guarantor, as the 
case may be, of any such certificate. 

Payment of Taxes. The Borrower and any Guarantor shall, and shall cause each 
of its Subsidiaries to, pay or cause to be paid, when due, all Taxes, property taxes, 
business taxes, social security and assistance premiums, health taxes, employment 
insurance, premiums, Canada pension plan premiums, provincial pension plan 
premiums, assessments and governmental charges or levies imposed upon it or 
upon its income, sales, capital or profit or any property belonging to it unless any 
such Tax, social security premiums, assessment, charge or levy is contested by it 
in good faith by proper proceedings with adequate cash reserves being set aside, 
and to collect and remit when due all payroll deductions and withholding taxes. 
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Performance of Contractual Obligations. Each of the Borrower and kny 
Guarantor shall perform all of its contractual obligations to be performed by it in a 
timely manner and shall pay all amounts thereunder when due except where the 
failure to do so could not reasonably be expected to result in a Material Adverse 
Effect. 

Keeping of Books. The Borrower and any Guarantor shall, and shall cause each 
of its Subsidiaries to, keep proper books of record and account, in which full and 
correct entries shall be made of all financial transactions and the assets and 
business of the Borrower, any Guarantor and each of their Subsidiaries in 
accordance with GAAP. 

Notice of Event of Default. Each of the Borrower and any Guarantor shall 
deliver to the Administrative Agent and the Servicing Agent, forthwith upon 
becoming aware of any Default or Event of Default, an Officer's Certificate 
specifying such Default or Event of Default together with a statement of an 
officer of the Borrower or the Guarantor, as the case may be, setting forth details 
of such Default or Event of Default and the action which has been, or is proposed 
to be, taken with respect thereto. 

Other Notifications. Each of the Borrower and any Guarantor shall promptly 
notify the Administrative Agent and the Servicing Agent of: 

(i) any change in the name or jurisdiction of incorporation or organization of 
the Borrower or any of its Subsidiaries and of any change in the location 
of the registered office or chief executive office of any of them which are 
subject to a Lien in favour of the Administrative Agent not less than 30 
days prior to any such change; 

(ii) the Borrower's or Guarantor's opening a bank account or securities 
account (including all information related thereto) at least 30 days prior to 
depositing any cash or Cash Equivalents in such account; 

(iii) any proposal to operate any of its retail outlets under a trade name other 
than "Tip Top Tailors", "Mr. Big & Tall", "George Richards Big Tall", 
"Grafton & Co.", "Stonehouse" "Kingsport" and "Kingsport Clothier" or 
any derivation thereof not less than 30 days prior to any such proposed 
change; 

(iv) any proposal to acquire any Real Property not less than 30 days prior to 
any such proposed acquisition and any proposal to carry on business in 
Quebec, any of the territories of Canada or any jurisdiction outside of 
Canada; 

(v) any notices of default received by the Borrower and any of its Subsidiaries 
under any Material Contracts, Permits or Leases; 
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(vi) any action, suit, proceeding, complaint, notice, order or Environmental 
Claim of which the Borrower or the Guarantor or any of their Subsidiaries 
becomes aware (and which has not been disclosed in Schedule 5.1(i)) 
which is pending or issued against or, to the best of its information, 
knowledge and belief, could affect the Borrower, any Guarantor or any of 
their Subsidiaries or any of their undertaking, property and assets at law, 
in equity or before any arbitrator or before or by any Governmental 
Authority in respect of which the Borrower determines in good faith that 
there is a reasonable possibility of a determination adverse to the 
Borrower, any Guarantor or any of their Subsidiaries which could, if 
determined adversely, have a Material Adverse Effect; 

(vii) any action, suit or proceeding claiming payment (whether by way of an 
amount owing, damages or otherwise) of an amount exceeding $500,000 
in respect of any one matter or $1,000,000 in the aggregate; 

(viii) any environmental site assessment or audit report or similar environmental 
document required to be submitted to any Governmental Authority with 
respect to any operations or Real Property currently or formerly owned, 
leased or operated by the Borrower, any Guarantor or any Subsidiary of 
the Borrower or any Guarantor, and the Borrower and any Guarantor shall 
make a copy of such report available to the Lenders. If any such report 
sets out compliance or remedial action that is to be undertaken by the 
Borrower, any Guarantor or any of their Subsidiaries and the cost of such 
actions are estimated to exceed $500,000, the Borrower and any Guarantor 
shall provide evidence satisfactory to the Lenders of expenditures made 
from time to time to effect such remedial or compliance action within such 
time as may be prescribed by (or undertaken with notice to) the 
Governmental Authority; 

(ix) the issuance by the Borrower or any Guarantor, or any of their 
Subsidiaries of any equity or Indebtedness, other than drawdowns under 
the Revolving Credit Facility and any issuances of equity by the Borrower, 
a Guarantor or of its Subsidiaries to the Borrower or any of its wholly-
owned Subsidiaries, including details thereof and gross proceeds and costs 
and expenses of issue; 

(x) any trade account of the Borrower, a Guarantor or any of their 
Subsidiaries becoming secured by way of a bank letter or guarantee, with 
the notice including a statement that such security shall be assigned by the 
Borrower and/or the applicable Guarantor, as applicable, in favour of the 
Administrative Agent, if the Administrative Agent so requests; and 

(xi) the results of any report providing an actuarial valuation or other 
assessment of any Pension Plan of the Borrower or any of its Subsidiaries, 
upon any such report being made available to the Borrower. 
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(j) Compliance with Applicable Laws. The Borrower and any Guarantor shall, and 
shall cause each of their Subsidiaries to, comply with all Applicable Laws, 
including Environmental Laws, the non-conq)liance with which could reasonably 
be expected to have a Material Adverse Effect and the Borrower and any 
Guarantor shall, and shall cause each of their Subsidiaries to, comply with the 
terms of and maintain all consents, licences, franchises, certificates, consents, 
rights, approvals, authorizations, registrations, orders or permits from, and malce 
such filings with, any Governmental Authority and to comply with such 
Applicable Laws as may be necessary to carry on its respective businesses, to 
own, lease and operate its properties and to enable the Borrower and any 
Guarantor to enter into and perform their obligations under Loan Documents or to 
render this Agreement or the Security Documents legal, valid, binding or 
enforceable. 

(Ic) New Subsidiaries. Each of the Borrower and any Guarantor shall, at its own 
expense, promptly, and in any event at least 15 Banking Days prior to the 
formation or acquisition of a new Subsidiary of the Borrower or a Guarantor after 
the Closing Date (i) notify the Lenders of such event, (ii) cause the Security 
Documents to be amended as appropriate in light of such event to pledge the 
Stock of any such Person that is a wholly-owned Subsidiary to the Lenders and 
execute and deliver all documents or instruments required thereunder or 
appropriate to perfect the Liens created thereby, (iii) deliver to the Administrative 
Agent, all stock certificates, if any, and other instruments added to the Collateral 
thereby free and clear of all Liens other than Liens referred to in paragraph (a) of 
the definition of Permitted Encumbrances, accompanied by undated stock powers 
or other instruments of transfer executed in blank, the Lenders have a first priority 
perfected Liens in such securities, (iv) cause each Person that becomes a wholly-
owned Subsidiary of the Borrower or a Guarantor after the date hereof to become 
a party to the Guarantee pursuant to an assumption agreement in the form 
annexed to the Guarantee or otherwise pursuant to documentation which is in 
form and substance satisfactory to the Lenders, acting reasonably, (v) cause each 
Person that becomes a wholly-owned Subsidiary of the Borrower or a Guarantor 
after the date hereof to execute each other Guarantors' Security Document and 
other documents (including each financing statement) reasonably requested by the 
Required Lenders to be filed, registered or recorded in order to create in favour of 
the Lenders a valid, legal and perfected Liens on the Collateral subject to the 
Security Documents to be so filed, registered or recorded and evidence thereof 
delivered to the Lenders, (vi) deliver to the Administrative Agent certified copies 
of the new Subsidiary's constating documents and borrowing by-laws (if any), a 
resolution authorizing the Guarantee and other Security Documents entered into 
by such new Subsidiary, the incumbency of the officers of the Guarantor signing 
such agreements and any other documents or instruments to be provided pursuant 
to the provisions thereof and the provisions of this Agreement and a certificate of 
status, good standing or like certificate with respect to such Guarantor issued by 
appropriate government officials of its jurisdiction of incorporation, and (vii) 
provide the Administrative Agent with such legal opinions with respect to such 
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new Guarantor as it may reasonably require in connection with the matters 
referred to herein. 

(1) Visitation Rights. Each of the Borrower and any Guarantor shall, at the 
Borrower's or Guarantor's, as the case may be, sole cost and expense, permit the 
Administrative Agent and the Servicing Agent and each Lender, at any reasonable 
time or times, within normal business hours, following two Business Days' notice 
to the Borrower and any Guarantor, to visit the properties, and offices of and 
examine and make copies of and abstracts fi:om the books and records of the 
Borrower, any Guarantor and their Subsidiaries and to meet with the Borrower's 
and the Guarantor's employees, officers and auditors at the Borrower's or the 
relevant Guarantor's properties and offices, provided that (i) until the occurrence 
of an Event of Default which is continuing, any such visits that are made more 
fi:equently than once per fiscal quarter shall be at the Administrative Agent's, the 
Servicing Agent's or relevant Lender's, as the case may be, sole cost and expense, 
and (ii) after the occurrence of an Event of Default which is continuing, the 
Administrative Agent, the Servicing Agent and the Lenders shall be entitled to 
visit the properties and offices of and examine and make copies of and abstracts 
from the books and records of the Borrower, any Guarantor and their Subsidiaries 
and to meet with the Borrower's and the Guarantor's employees, officers and 
auditors at the Borrower's or the relevant Guarantor's properties and offices, 
without prior notice to, and at the sole cost and expense of, the Borrower and any 
Guarantor. 

(m) Compliance with Material Leases, Contracts and Other Agreements. Each of 
the Borrower and any Guarantor shall, and shall cause each of their Subsidiaries 
to, comply and perform its obligations under all Leases, contracts and other 
agreements to which it is a party or by which it is bound if the non-compliance or 
non-performance of obligations thereunder could reasonably be expected to have 
a Material Adverse Effect. 

(n) Registrations. Each of the Borrower and any Guarantor shall, and shall cause 
each of their Subsidiaries to, maintain all such registrations, filings and recordings 
as are necessary to preserve, protect and perfect the charges and security interest 
created, or intended to be created, by the Security Documents. 

(o) Budget. The Borrower shall deliver to the Administrative Agent and the 
Servicing Agent as soon as practicable, and in any event not later than 60 days 
after the commencenient of each fiscal year of Borrower, projected financial 
statements for the following fiscal year, including in each case, projected balance 
sheets, statements of income and retained earnings and statements of cash flow of 
the Borrower, any Guarantor and each of their Subsidiaries, all in reasonable 
detail and in any event to include projected Capital Expenditures. 

(p) Revolving Credit Facility. The Borrower and any Guarantor shall ensure that 
(A) the principal amount of the loan under the Revolving Credit Facility, (B) the 
mark to market value under any hedge agreements between the Borrower or its 
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~| Affiliates and the Revolving Lender and its Affiliates, and (C) any payments to 
J any Affiliates of the Revolving Lender in respect of cash management services 

provided to the Borrower or its Affiliates that are not being applied on account of 
~i the loan under the Revolving Credit Agreement, shall not exceed at any time 
J $35,000,000. 

-J (q) Stonehouse Subordinated Note. The Borrower and any Guarantor shall ensure 
that the principal amount of the Stonehouse Subordinated Note shall not at any 

. time exceed $12,000,000, as the same may be increased as a result of the 
_ capitalization of interest in accordance with the Subordination Amendment 

Agreement. 

(r) Change in GAAP. If there is any change during any fiscal year of the Borrower 
(each, a "Modified Financial Reporting Fiscal Year") from the accounting 

_ policies, practices and calculation methods used by the Borrower in preparing its 
audited financial statements (as a result of changes in GAAP) which would 
materially change the results of the calculation of EBITDA, the Consolidated 

_ Leverage Ratio or Cumulative Free Cash Flow, the Borrower shall provide the 
Lenders with all information that the Administrative Agent or the Servicing Agent 

~ reasonably requires to ensure that reports on such calculations provided to the 
_ Lenders after any such change are comparable to previous reports and the parties 

shall negotiate appropriate amendments to Sections 2.8(b) and 6.3 to reflect such 
" changes as soon as possible, pending which all such calculations shall continue to 

be made based on the accounting policies, practices and calculation methods that 
were used in preparing the audited financial statements for the Borrower for its 

- fiscal year ended January 31, 2007 (or, if applicable, the most recent Modified 
Financial Reporting Fiscal Year for which appropriate amendments were made to 
Sections 2.8(b) and 6.3 to reflect the changed accormting policies, practices and 

-J calculation methods applied in such Modified Financial Reporting Fiscal Year) if 
the changed policies, practices and methods would affect the results of those 
calculations. 

(s). Delivery of Documents. The Borrower shall deliver to the Administrative Agent 
- or the Servicing Agent forthwith upon request any such additional evidence, 

documents or undertakings as the Administrative Agent or the Servicing Agent 
may reasonably request in connection with this Agreement or any of the other 

. Loan Documents, including such other documents as the Administrative Agent 
may require to give effect to, register and perfect the security interests created by 
the Security Documents in the jurisdiction where such charged assets are located. 

(t) Patriot Act Compliance. The Borrower shall use its good faith and 
• commercially reasonable efforts to comply and to cause its Subsidiaries to comply 

with the Patriot Act and all applicable requirements of Governmental Authorities 
having jurisdiction over the Borrower and the Collateral, including those relating 

• to money laundering and terrorism. The Administrative Agent, the Servicing 
Agent and each Lender shall have the right to audit the compliance of the 
Borrower and its Subsidiaries with the Patriot Act and all applicable requirements 
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qf Governmental Authorities having jiuisdiction over the Borrower, its 
Subsidiaries and the Collateral, including those relating to money laimdering and 
terrorism if it has a reasonable basis for believing that the Borrower or any of its 
Subsidiaries may not be in compliance. In the event that the Borrower or any of 
its Subsidiaries fails to comply with the Patriot Act or any such requirements of 
Governmental Authorities, then the Administrative Agent, the Servicing Agent or 
any Lender may, at its option, cause the Borrower to comply therewith and any 
and all reasonable costs and expenses incurred by the Administrative Agent, the 
Servicing Agent, or such Lender in connection therewith shall be secured by the 
Security and the Loan Documents and shall be immediately due and payable. 

6.2 Negative Covenants 

The Borrower and any Guarantor covenants and agrees with the Administrative 
Agent and the Lenders that, unless the Administrative Agent and the Required Lenders otherwise 
consent in writing, so long as any Obligation hereunder or under any Loan Document remains 
outstanding: 

(a) Restriction on Indebtedness. The Borrower and any Guarantor shall not, and 
shall not permit any of their Subsidiaries to, create, inciur, assume or otherwise 
become liable upon or suffer to exist (after knowledge of the existence thereof 
any Indebtedness other than Permitted Indebtedness, provided that, if no Default 
or Event of Default shall have occurred and be continuing at the time or as a 
consequence of the incurrence of such Indebtedness, the Borrower or any 
Guarantor may incur Indebtedness-^ both before and after giving effect to the 
incurrence of such Indebtedness and the receipt and application of proceeds 
thereof, the Borrower's Consolidated Leverage Ratio is less than 3.25 to 1 on a 
pro forma basis. 

(b) Restriction on Issuance of Disqualified Capital Stock. The Borrower and any 
Guarantor shall not create, incur, assume or otherwise become liable upon or 
suffer to exist (after knowledge of the existence thereof) any Disqualified Capital 
Stock, provided that, if no Default or Event of Default shall have occurred and be 
continuing at the time or as a consequence, of the issuance of such Disqualified 
Capital Stock, the Borrower or any Guarantor may issue Disqualified Capital 
Stock if both before and after giving effect to such issuance and the receipt and 
application of proceeds thereof the Borrower's Consolidated Leverage Ratio is 
less than 3.25 to 1 on a pro forma basis after giving effect to the issuance of such 
Disqualified Capital Stock. 

(c) No Merger, Amalgamation, etc. The Borrower and any Guarantor shall not, 
directly or indirectly, sell, lease, transfer, assign, convey or otherwise dispose of 
all or a material part of its property and assets (including pursuant to a Sale and 
Lease-Back Transaction), and will not merge or amalgamate or effect any 

. reorganization pursuant to any plan of arrangement pursuant to statutory authority 
or otherwise with any other Person except upon compliance with Article 9. 
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(d) Limitation on Asset Sales. The Borrower and any Guarantor shall not 
consummate an Asset Sale unless: 

(i) the Borrower, the Guarantor or such Subsidi^, as the case may be, 
receives consideration at the time of such sale or other disposition at least 
equal to the fair market value of the assets sold or otherwise disposed of; 
and ^ 

(ii) not less than 85% of the consideration received by the Borrower, such 
Guarantor or such Subsidiary, as the case may be, is in the form of cash or 
Cash Equivalents except to the extent such'' Asset Sale constitutes a 
Permitted Asset Sale. 

In the event of the transfer of substantially all of the property and assets of the 
Borrower, a Guarantor or a Subsidiary of the Borrower or a Guarantor as an entirety to a Person 
in a transaction permitted under Section 9.1, the successor Person shall be deemed to have sold 
the properties and assets of the Borrower, such Guarantor or such Subsidiary not so transferred 
for purposes of this Section 6.2(d), and shall comply with the provisions of this Section 6.2(d) 
with respect to such deemed sale as if it were an Asset Sale. 

(e) Limitation on Sale and Lease-Back Transactions. The Boixower and any 
Guarantor shall not, and shall not permit any of their Subsidiaries to, enter into 
any Sale and Lease-Back Transaction; provided that the Borrower, a Guarantor or 
any of their Subsidiaries may enter into a Sale and Lease-Back Transaction if: 

(i) the Borrower, such Guarantor or such Subsidiary, as applicable, could 
have incurred Indebtedness (other than Permitted Indebtedness) in an 
amount equal to the Attributable Indebtedness relating to such Sale and 
Lease-Back Transaction under Section 6.2(a) and incurred a Lien to secure 
such Indebtedness pursuant to Section 6.2(j); 

(ii) the gross cash proceeds of that Sale and Lease-Back Transaction are at 
least equal to the fair market value of the Property sold; and 

(iii) the transfer of assets in that Sale and Lease-Back Transaction is permitted 
by, and the Borrower, such Guarantor or such Subsidiary, as the case may 
be, applies the proceeds of such transaction in compliance with Section 
6.2(d). 

(f) Limitation on Restrictive Agreements. The Borrower and any Guarantor shall 
not, and shall not permit any their Subsidiaries to, directly or indirectly, create or 
otherwise cause or suffer to exist or become effective any consensual Lien or 
restriction on the ability of the Borrower, any Guarantor or any of their 
Subsidiaries to: (i) pay dividends or make any other distributions to the 
Borrower, a Guarantor or any of their Subsidiaries on its Stock or with respect to 

, any other interest or participation in, or measured by, its profits; (ii) repay the 
Advance; (iii) make loans or advances or capital contributions to the Borrower, a 
Guarantor or any of their Subsidiaries; or (iv) transfer any of its Property to the 
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Borrower, a Guarantor or any of their Subsidiaries, except in respect of any of (i) 
through (iv) above for: (A) Liens or restrictions existing on the Closing Date to 
the extent and in the manner such encumbrances and restrictions are in effect on 
the Closing Date; (B) encumbrances or restrictions existing under or by reason of 
this Agreement and the Guarantees; (C) encumbrances or restrictions existing 
under or by reason of Applicable Law; (D) any encumbrance or restriction 
existing under Senior Indebtedness on the Closing Date, as amended on or prior to 
the Effective Date; (E) encumbrances or restrictions existing under or by reason 
of any instrument governing Acquired Indebtedness, which encumbrance or 
restriction is not applicable to any Person, or the Property of any Person, other 
than the Person, or the Property of the Person (induing any Subsidiary of the 
Person), so acquired; (F) encumbrances or restrictions existing under or by reason 
of customary non-assignment provisions in leases or other agreements entered 
into in the ordinary course of business; (G) encumbrances or restrictions existing 
under or by reason of Refinancing Indebtedness, provided that such restrictions 
are no more restrictive, taken as a whole, than those contained in the agreements 
governing the Indebtedness being extended, refinanced, renewed, replaced, 
defeased or refunded; (H) customary restrictions in security agreements or 
mortgages securing Indebtedness of the Borrower or a Guarantor or other 
Subsidiary of the Borrower to the extent such restrictions restrict the transfer of 
the property subject to such security agreements and mortgages; (I) in the case of 
clause (J) only, any encumbrance or restriction pursuant to an agreement for 
Permitted Purchase Money Security Interests; or (K) customary restrictions with 
respect to a Guarantor or other Subsidiary of the Borrower pursuant to an 
agreement that has been entered into for the sale or disposition of all or 

. substantially all of the Stock or Property of such Guarantor or other Subsidiary of 
the Borrower. 

(g) Limitation on Capital Expenditures. The Borrower shall not make or commit to 
make, or permit any Guarantor or any Subsidiary of the Borrower or a Guarantor 
to make or commit to malce, in any fiscal year (or part thereof) of the Borrower, 
any Capital Expenditure in excess of: 

(i) for the year ended January 30, 2010, $2.25 million; 

(ii) for the year ended January 29, 2011, $2.50 million; and 

(iii) for each of the years ended January 28, 2012 and January 26, 2013, $3.50 
million; 

provided that, notwithstanding the maximum amounts set forth above, the 
Borrower and any Guarantor shall be permitted to make or commit to make up to a maximum 
aggregate amount of $6,000,000 of Capital Expenditures per fiscal year from and after the first 
fiscal quarter following the Effective Date in which the ratio of Senior Indebtedness to LTM 
EBITDA is equal to or less than 3.5:1 on an actual and pro forma basis, giving effect to any 
proposed Capital Expenditure to be made during such quarter as if it had occurred on the last day 
of such fiscal quarter, and provided further that the Borrower and any Guarantors are otherwise 
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in compliance with this Agreement and the other Loan Documents and will continue to be in 
compliance with this Agreement and the other Loan Documents after making any proposed 
Capital Expenditure. 

(h) Limitations on Restricted Payments. The Borrower and any Guarantor shall 
not, and shall not permit any of their Subsidiaries to, directly or indirectly, make 
any Restricted Payment; provided that the provisions of this Section 6.2(h) shall 
not prohibit: 

(i) the repurchase, redemption or other acquisition or retirement of any shares 
of Stock of the Borrower or Indebtedness subordinated to the Facility by 
conversion into, or by or in exchange for, shares of Stock of the Borrower 
(other than Disqualified Capital Stock) or out of the Net Proceeds of the 
substantially concurrent sale (other than to a Subsidiary of the Borrower) 
of other shares of Capital Stock of the Borrower (other than Disqualified 
Capital Stock); 

(ii) the repurchase, redemption, repayment, retirement, defeasance or other 
acquisition for value of Indebtedness of the Borrower subordinated to the 
Facility in exchange for, by conversion into, or out of the Net Proceeds of 
a substantially concurrent sale or incurrence of, Indebtedness of the 
Borrower (other than any Indebtedness owned to a Subsidiary of the 
Borrower) that is Refinancing Indebtedness; 

(iii) the retirement of any shares of Disqualified Capital Stock of the Borrower 
by conversion into, or by exchange for, shares of Disqualified Capital 
Stock of the Borrower, or out of the Net Proceeds of the substantially 
concurrent sale (other than to a Subsidiary of the Borrower) of other 
shares of Disqualified Capital Stock of the Borrower; 

(iv) provided that (i) with respect to the payment of Management Fees, there is 
no Default that is continuing, (ii) with respect to the payment of interest 

• under the Stonehouse Subordinated Note, there is no Event of Default that 
is continuing, and (iii) in each case, the ratio of Senior Indebtedness to 
LTM EBITDA, measured as of the last day of the immediately preceding 
fiscal quarter of the Borrower, is equal to or less than 3.5:1 on an actual 
and pro forma basis, giving effect to the proposed payment as if it had 
been made on the last day of such fiscal quarter, the payment of 
Management Fees to GB Merchant Partners LLC up to a maximum of 
$150,000 per fiscal quarter or the payment of interest under the 
Stonehouse Subordinated Note. If the payment of any Management Fees 
is prohibited pursuant to this Section 6.2, such fees shall, notwithstanding 
that they may continue to accrue, not be paid imtil such time'as this 
Agreement ceases to be in effect and all of the Obligations have been 
indefeasibly paid and satisfied in full by the Borrower. If the payment of 
any interest on the Stonehouse Subordinated Note is prohibited pursuant to 
this Section 6.2, such interest shall, in lieu of being paid in cash, be 

Tor#: 2329457.8 



- 5 4 -

capitalized and added to the principal amount of the Stonehouse 
Subordinated Note; or 

(v) the purchase for cancellation or redemption by the Borrower and any 
Guarantor of any Stock in the capital of die Borrower or the Guarantor, as 
the case may be, from its respective employees up to a maximum 
aggregate amount of $375,000 or the purchase for cancellation or 
redemption by the Borrower of any Stock in the capital of the Borrower 
from the estate of a senior executive of the Borrower up to a maximum 
aggregate amount of $2,500,000, provided that any such purchase of stock 
from the estate of a senior executive shall be made only using proceeds of 
life insurance policies that the Borrower has obtained with respect to such 
senior executive^ 

Limitation on Transactions with Affiliates. The Borrower and any Guarantor 
shall not, and shall not permit any of their Subsidiaries to, directly or indirectly, 
(i) enter into, amend or suffer to exist any transaction or series of related 
transactions (including, without limitation, the sale, purchase, exchange or lease 
of assets, property or services) with any Affiliate (each, an "Affiliate 
Transaction") or (ii) extend, renew, waive or otherwise modify in any material 
respect the terms of any Affiliate Transaction entered into prior to or on the 
Closing Date unless: (a) such Affiliate Transaction is between or among the 
Borrower and one or more of its wholly-owned Subsidiaries that are also 
Guarantors; or (b) the terms of such Affiliate Transaction are at fair market value 
and on terms that could reasonably be expected to be obtained by the Boirower or 
such Guarantor, as the case may be, in a comparable transaction made on an 
Arm's Length basis between tmaffiliated parties and such transaction otherwise 
complies with the terms of this Agreement and the other Loan Documents. The 
foregoing restrictions on Affiliate Transactions shall not apply to: 

(i) any Restricted Payment that is not prohibited by the provisions described 
in Section 6.2(h); 

(ii) any transaction pursuant to an agreement, arrangement or understanding 
existing on the Closing Date and described in Schedule 5.1(z); 

(iii) reasonable fees and compensation paid to, and any indemnity provided to 
or on behalf of, any officers, directors or employees of the Borrower, the 
Guarantor or any Affiliate of the Borrower or of such officers, directors or 
employees as determined in good faith by the Borrower's or the 
Guarantor's board of directors or senior management thereof; . 

(iv) any transaction between the Borrower or any Guarantor and their 
Affiliates involving ordinary course investment banking, commercial 
banking or related activities; 
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(v) any transaction with any Affiliate solely in its capacity as a holder of 
Indebtedness or Stock of the Borrower or any of its Subsidiaries where the 
Affiliate is treated no more favourably than holders of Indebtedness or 
such Stock generally; and 

(vi) any transaction permitted by the provisions described in Section 9.1. 

No Liens. The Borrower and any Guarantor shall not, and shall not permit any of 
their Subsidiaries to, create, incur, assume or permit to exist any Lien, other than 
Permitted Encumbrances, on any of its Property, undertaking or assets now 
owned or hereafter acquired. 

Negative Pledge. The Borrow and any Guarantor shall not enter into any 
agreement prohibiting the creation or assumption of any Lien upon its Property or 
other assets, whether now owned or hereafter acquired, except pursuant to: 

(i) this Agreement or any other Loan Document; 

(ii) the Revolving Credit Facility; and 

(iii) Leases of Real Property entered into by the Borrower or any Guarantor in 
the ordinary course of business, provided such Leases do not limit the 
Liens in favour of the Lenders created under any Loan Document. 

Fundamental Changes. Neither the Borrower nor any Guarantor will engage in 
any business which is material when considered against the consolidated business 
of the Borrower, other than Business. 

Fiscal Year. Neither the Borrower nor any Guarantor will change its fiscal year 
end or fiscal quarter ends. 

Restriction on Subsidiaries. The Borrower and any Guarantor shall not permit 
any of its Subsidiaries (other than 644562 Ontario Limited, the assets of which are 
comprised solely of 100% of the issued and outstanding shares in the capital of 
720064 Ontario Limited) to own, lease, license or otherwise hold any Property 
(including, for greater certainty, any Intellectual Property), to engage in any 
business whatsoever, • including entering into any Agreements or other 
arrangements with third parties or Affiliates and incurring any Indebtedness, 
unless the Borrower or the Guarantor (i) delivers not less than 30 days' written 
notice of its intention to cause such Subsidiary to own, lease, license or otherwise 
hold Property or to engage in such business; and (ii) such Subsidiary enters into 
the Guarantors' Security Documents prior the time when it commences owning, 
leasing, licensing or otherwise holding Property or engaging in such business, as 
the case may be. 

•No Pension Plans. The Borrower and any Guarantor shall not, and shall not 
permit any of their Subsidiaries to, become or agree to become a party to any 
Pension Plan or incur any Indebtedness, liabilities, obligations under, arising 
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from, relating to or in connection with any Pension Plan without the prior written 
consent of the Administrative Agent, acting reasonably. 

6.3 Financial Covenants 

The Borrower covenants and agrees with the Administrative Agent and the 
Lenders that, unless the Administrative Agent and the Required Lenders otherwise consent in 
writing, so long as any Obligation hereunder or under the other Loan Documents remains 
outstanding, the Borrower and any Guarantor: 

(a) shall not, as of each fiscal quarter end of the Borrower set forth below, permit the 
LTM EBITDA to be less than the amount set forth below: 

For the Fiscal Quarter Ended: Minimum LTM EBITDA: 

January 30, 2010 $9.75 million 

May 1,2010 $10.1 million 

July 31,2010 $10.5 million 

October 30, 2010 $10.5 million 

January 29, 2011 $11.0 million 

All fiscal quarters ending from and 
including April 30, 2011 to the 
Maturity Date 

$11.5 million 

(b) shall not, as of each fiscal quarter end set forth below, permit the Consolidated 
Leverage Ratio to exceed the ratio set forth below: 

For the Fiscal Quarter Ended: Ratio; 

January 30, 2010 5.85:1 

May 1,2010 5.85:1 

July 31,2010 5.50:1 

October 30, 2010 5.50:1 

January 29, 2011 5.00:1 

April 30, 2011 5.10:1 
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July 30, 2011 . 4.80:1 

October 29,2011 4.80:1 

All fiscal quarters ending from and 
including January 28, 2012 to the 
Maturity Date 

4.60:1 

(c) For the purposes of the calculation of Senior Indebtedness and Consolidated 
Leverage Ratio under this Section 6.3, Indebtedness under the Revolving Credit 
Facility shall be the average daily revolver balance for the' 90 day period 
immediately prior to the date of determination of the financial covenants. 

ARTICLE 7 
SECURITY 

7.1 Borrower's Security Documents 

As security for the Advance made to it and as security for all its Obligations and 
other liability or indebtedness, both present and future, hereunder, the Borrower has granted (the 
"Borrower's Security") in favour of the Administrative Agent as agent for itself and each Lender, 
(i) a first priority perfected security interest mortgage and charge in all of its present and after-
acquired personal property, other than its accounts receivable and inventory; (ii) a second 
priority perfected security interest in its accounts receivable and inventory; and (iii) a security 
interest over its leasehold interests in the Headquarters and Warehouse, and shall deliver, or 
cause to be delivered to the Administrative Agent, any of the following documents (collectively 
called the "Boirower's Security Documents") not previously delivered to the Administrative 
Agent, all in form and substance satisfactory to the each Lender, duly executed by the Borrower: 

(i) a general security agreement of the Borrower; 

(ii) a collateral assignment of rights with respect to the Borrower's rights 
under the Stock Purchase Agreement, in form and substance satisfactory 
to the Administrative Agent; 

(iii) the Intercreditor Agreement; 

(iv) specific assignment agreements in registrable form with respect to any 
patents, trademarks, and copyrights owned or licensed by the Borrower; 
and 

(v) such other documents as the Administrative Agent and each Lender may 
now or hereafter require to give effect to, register and perfect the security 
interests created by the Borrower's Security Documents in the jxirisdiction 
where such charged assets are located. 
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7.2 Guarantors' Security Documents 

Forthwith after such time as the Borrower delivers notice under Section 6.2(n) of 
its intention to have any Subsidiary commence owning, leasing, licensing or otherwise holding 
Property or engage in any business whatsoever as described in Section 6.2(n), as security for the 
Advance made to the Borrower and as security for all of the other liability or indebtedness of the 
Borrower hereunder, any such Subsidiary (each such Subsidiary, a "Guarantor") shall assign, by 
way of security (the "Guarantors' Security") in favour of the Administrative Agent as agent for 
itself and each Lender, (i) a first priority perfected security interest mortgage and charge in all of 
its present and after-acquired Real Property and personal property, other than its accounts 
receivable and inventory; (ii) a second priority perfected security interest in its accounts 
receivable and inventory, and shall deliver, or cause to be delivered, the following documents 
(collectively called the "Guarantors' Security Documents") all in form and substance satisfactory 
to the Adtministrative Agent and each Lender, duly executed by the Guarantor: 

(a) the Guarantee; 

(b) the Intercreditor Agreement; 

(c) a general security agreement of the Guarantor; 

(d) specific assignment agreements in registrable form with respect to any patents, 
trademarks, and copyrights owned or licensed by the Guarantor; 

(e) a general assignment of leases with respect to any Real Property owned by the 
Guarantor; 

(f) deeds of trust and mortgage of the Guarantor creating a fixed specific mortgage 
lien in favour of Administrative Agent over its interest in any Real Property 
owned by the Guarantor; 

(g) the share certificates representing all of the outstanding shares of the Guarantor 
held by the Borrower and its Subsidiaries, together with signed and undated stock 
transfer powers in respect thereof and resolutions of the directors or shareholders 
of such Guarantor authorizing the transfer of such shares to the Administrative 
Agent or to any Person that the Administrative Agent may direct upon the pledge 
of such Shares; and 

(h) such other documents as the Administrative Agent and each Lender may now or 
hereafter require to give effect to, register and perfect the security interests 
created by the Guarantors' Security Documents in the jurisdiction where such 
charged assets are located. 
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ARTICLE 8 
DEFAULT AND ACCELERATION 

8.1 Events of Default 

The occurrence of any one or more of the following events (each such event and 
the expiry of the cure period, if any, provided in connection therewith, being herein referred to as 
an "Event of Default") shall constitute an event of default under this Agreement: 

(a) if the Borrower shall fail to pay the principal of any Advance as and when the 
same becomes due and payable; 

(b) if the Borrower shall fail to pay interest on any Advance or to pay any fee, 
premium or other amount due hereunder within three Banking Days following the 
due date therefor; 

(c) if the Borrower shall, or shall permit any Guarantor or any other Subsidiary of the 
Borrower to, default applicable to it in the observance or performance of any 
agreement, covenant or condition contained in Section 6.1(i), 6.2 or 6.3; 

(d) if the Borrower, any Guarantor or any other Subsidiary of the Borrower shall 
default in the observance or performance of any agreement, covenant or condition 
contained in this Agreement or any other Loan Document (other than a covenant 
or condition whose breach or default in performance is elsewhere in this 
Sections.! specifically dealt with) and such default shall not be remedied, if 
capable of remedy, within a period of 30 days after such Default shall occur; 

(e) if the Borrower, any Guarantor or any other Subsidiary of the Borrower shall 
default in the observance or performance of its covenants under the Revolving 
Credit Facility and there shall occur any event of default (however described or 
designated) thereunder, whether or not waived; ' 

(f) if any one or more of the Borrower, any Guarantor or any other Subsidiary of the 
Borrower shall fail to pay the principal oJ^ or premium or interest or other 
amounts on, any Indebtedness outstanding in a principal or notional amount 
which, when aggregated with the principal or notional amount of all other 
Indebtedness in respect of which any of them has failed to pay the principal of, or 
premium or interest or other amounts on, exceeds $1,000,000 (excluding 
Indebtedness due to the Lenders hereunder when the same becomes due and 
payable (whether by scheduled maturity, required prepayment, acceleration, 
demand or otherwise) and such failure shall continue after the applicable grace 
period, if any, specified in the agreement or instrument relating to such 
Indebtedness, whether or not such default has been waived by the applicable 
creditor, or any other event of default or early termination event (howsoever 
described or designated) shall occur or condition shall exist, and shall continue 
after the applicable grace period, if any, specified in any agreement or instrument 
relating to any such Indebtedness, whether or not such default has been waived by 
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the other party to such agreement or instrument, and the effect of such event is to 
accelerate, or permit the acceleration of, Indebtedness of either of them; 

(g) the Borrower or any Guarantor, or any of their Subsidiaries: 

(i) becomes insolvent, or generally does not or becomes unable to pay its 
, debts or meet its liabilities as the same become due, or admits in writing 

its inability to pay its debts generally, or declares any general moratorium 
on its indebtedness, or proposes a compromise or arrangement between it 
or any class of its creditors; 

(ii) commits an act of banlmiptcy under the Bankruptcy and Insolvency Act 
(Canada) or imder analogous foreign law, or makes an assignment of its 
property for the general benefit of its creditors under such Act or under 
analogous foreign law, or makes a proposal (or files a notice of its 
intention to do so) under such Act or imder analogous foreign law; 

(iii) institutes any proceeding seeking to adjudicate it an insolvent, or seeking 
liquidation, dissolution, winding-up, reorganization, compromise, 
arrangement, adjustment, protection, moratorium, relief, stay of 
proceedings of creditors generally (or any class of creditors), or 
composition of its or its debts or any other relief, under any federal, 
provincial or foreign law now or hereafter in effect relating to bankruptcy, 
winding-up, insolvency, reorganization, receivership, plans of 
arrangement or relief Or protection of debtors (including the Bankruptcy 
and Insolvency Act (Canada), the Companies' Creditors Arrangement Act 
(Canada) and any applicable corporations legislation) or at common law or 
in equity, or files an answer admitting the material allegations of a petition 
filed against it in any such proceeding; 

(iv) applies for the appointment of, or the taking of possession by, a receiver, 
interim receiver, receiver/manager, sequestrator, conservator, custodian, 
administrator, trustee, liquidator or other similar official for it or any 
substantial part of its property; or 

(v) threatens to do any of the foregoing, or takes any action, corporate or 
otherwise, to approve, effect, consent to or authorize any of the actions 
described in this Section 8.1(g) or otherwise acts in furtherance thereof or 
fails to act in a timely and appropriate manners in defence thereof; 

(h) any petition is filed, application made or other proceeding instituted against or in 
respect of the Borrower or any Guarantor or any of their Subsidiaries: 

(i) seeking to adjudicate it an insolvent; 

(ii) seeking a receiving order against it under the Bankruptcy and Insolvency 
Act (Canada) or under analogous foreign law; 
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(iii) seeking liquidation, dissolution, winding-up, reorganization, compromise, 
arrangement, adjustment, protection, moratorium, relief, stay of 
proceedings of creditors generally (or any class of creditors),. or 
composition of it or its debts or any other relief under any federal, 
provincial or foreign law now or hereafter in effect relating to bankruptcy, 
winding-up, insolvency, reorganization, receivership, plans of 
arrangement or relief or protection of debtors (including the Bankruptcy 
and Insolvency Act (Canada), the Companies' Creditors Arrangement Act 
(Canada) and any applicable corporations legislation or at common law or 
in equity; or 

(iv) seeking the entry of an order for relief or the appointment of, or the taking 
of possession by, a receiver, interim receiver, receiver/manager, 
sequestrator, conservator, custodian, administrator, trustee, liquidator or 
other similar official for it or any substantial part of its property; 

and such petition, application or proceeding continues undismissed, or unstayed 
and in effect, for a period of 30 days after the institution thereof, provided that if 
an order, decree or judgment is granted or entered (whether or not entered or 
subject to appeal) against such Person thereunder in the interim, such grace period 
will cease to apply, and provided further that if such Person files an answer 
admitting the material allegations of a petition filed against it in any such 
proceeding, such grace period will cease to apply; 

(i) any other event occurs which, under the laws of any applicable jurisdiction, has 
an effect equivalent to any of the events referred to in either Sections 8.1(g) or 
8.1(h) and if the event is equivalent to the event referred to in (h) the 30 day grace 
period will apply as set out in (h); 

(j) if any judgment or order or series of judgments or orders (whether or not related) 
for the payment of money in an aggregate amount in excess of $1,000,000 (or the 
Equivalent Amoxmt in any other currency), shall be rendered against any one or 
more of the Borrower, any Guarantor and their Subsidiaries and (i) such judgment 
or order or series of judgments and/or orders are final with no further right of 
appeal and the Borrower has not satisfied the Required Lenders, acting 
reasonably, that the Borrower or the relevant Guarantor or Subsidiary of the 
Borrower is able to satisfy such judgment or order or series of judgments and/or 
orders; or (ii) enforcement proceedings shall have been commenced by any 
creditor upon such judgment or order or series of judgments and/or orders, as the 
case may be; or (iii) there shall be any period of 20 consecutive days during 
which a stay of enforcement of such judgment or order or series of judgments 
and/or orders, as the case may be, by reason of a pending appeal or otherwise, 
shall not be in effect; 

(k) if any representation or warranty made or deemed to be made by the Borrower or 
any Guarantor in any of the Loan Documents shall prove to have been incorrect or 
misleading when made or deemed to be made; 
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(i) if the Borrower, any Guarantor or any other Subsidiary of the Borrower shall be 
the subject of any proceeding or investigation pertaining to the discovery of any 
Hazardous Material on any property or the Release by such entity of any 
Hazardous Material or any violation of any Environmental Law shall occur 
which, in each case, could reasonably be expected to have a Material Adverse 
Effect; 

(m) if the obligations of the Borrower or any Guarantor or StonehouseCo hereunder or 
under any other Loan Dociunent shall cease to constitute the legal, valid and 
binding obligations of the Borrower or any Guarantor or StonehouseCo or shall 
cease to be in full force and effect or the Borrower or any Guarantor shall have 
contested the validity of any of the Loan Documents or denied that it had any 
liability under any of the Loan Documents; or 

(n) if any of the Security shall cease to be a valid and perfected first priority security 
interest (or, with respect to accoimts receivable and inventory, a valid and 
perfected second priority security interest) relative to third parties (subject to 
Permitted Encumbrances) except as a direct result of any acts or omissions of the 
Lenders. 

8.2 Acceleration 

L 

(a) Upon the occurrence of an Event of Default and at any time thereafter while an 
Event of Default is continuing, the Administrative Agent may, or if so directed by the Required 
Lenders shall, by written notice to the Borrower declare the Advance made to the Borrower to be 
immediately due and payable (whereupon the same shall become so payable together with 
accrued interest thereon and any other sums then owed by the Borrower hereunder) or declare 
the Advance to be due and payable on demand of the Required Lenders. If, pursuant to this 
Section 8.2, the Administrative Agent declares the Advance made to the Borrower to be due and 
payable on demand, then, and at any time thereafter, the Administrative Agent may by written 
notice to the Borrower call for repayment of Advance on such date or dates as it may specify in 
such notice (whereupon the same shall become due and payable on such date together with 
accrued interest thereon and any other sums then owed by the Borrower hereunder and the 
provisions of Section 8.4 shall apply) or withdraw its declaration with effect from such date as it 
may specify in such notice. 

(b) Upon the occurrence or- existence of any Event of Default referred to at 
Section 8.1(g), (h) or (i) immediately and without notice, all outstanding Obligations payable by 
Borrower hereunder shall automatically become immediately due and payable, without 
presentment, demand, protest or any other notice of any kind, all of which are hereby expressly 
waived, anything contained herein or in the other Loan Documents to the contrary 
notwithstanding. In addition to the foregoing remedies, upon the occurrence or existence of any 
Event of Default, Administrative Agent may exercise any other right, power or remedy available 
to it under any of the Loan Documents or otherwise by law, either by suit in equity or by action 
at law, or both. 
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8.3 Remedies Cumulative and Waivers 

It is expressly understood and agreed that the rights and remedies of the 
Administrative Agent, the Servicing Agent and the Lenders hereunder or under any other 
instrument executed pursuant to this Agreement are cumulative and are in addition to and not in 
substitution for any rights or remedies provided by law or by equity; and any single or partial 
exercise by the Administrative Agent, the Servicing Agent or any Lender of any right or remedy 
for a default or breach of any term, covenant, condition or agreement contained in this 
Agreement shall not be deemed to be a waiver of or to alter, affect or prejudice any other right or 
remedy or other rights or' remedies to which the Administrative Agent, the Servicing Agent or 
any Lender may be lawfully entitled for such default or breach. Any waiver by the 
Administrative Agent, the Servicing Agent and the Lenders of the strict observance, performance 
or compliance with any term, covenant, condition or other matter contained herein and any 
indulgence granted, either expressly or by course of conduct, by the Administrative Agent, the 
Servicing Agent and the Lenders shall be effective only in the specific instance and for the 
purpose for which it was given and shall be deemed not to be a waiver of any rights and 
remedies of the Administrative Agent, the Servicing Agent or any Lender under this Agreement 
as a result of any other default or breach hereunder or thereunder. 

8.4 Suspension of Lenders' Obligations 

Without prejudice to the rights which arise out of this Agreement or by law, the 
occurrence of a Default or Event of Default shall, while such Default or Event of Default shall be 
continuing, relieve the Lenders and the Servicing Agent of all obligations to accept or comply 
with any Interest Determination Notice and all Interest Periods expiring during such period shall 
be deemed to be reset at one month. 

8.5 Application of Payments After an Event of Default 

If any Event of Default shall occur and be continuing, all payments made by the 
Borrower hereunder shall be applied in the following order: 

(a) to amounts due hereunder as costs and expenses of the Lenders and the Agents; 

(b) to amounts due hereunder as fees to the Agents or the Lenders; 

(c) to any premium and other amounts (other than amounts in respect of interest or 
principal) due hereunder; 

(d) to amounts due hereunder as interest; 

(e) rateably to amounts due hereunder as principal; and 

(Q any balance to the Borrower or as a court of competent jurisdiction shall 
determine. 
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ARTICLE 9 
SUCCESSOR COMPANIES 

9.1 Certain Requirements in Respect of Merger. Etc. 

The Borrower and any Guarantor shall not, and shall not permit any of their 
Subsidiaries to, enter into any transaction (whether by way of reconstruction, reorganization, 
consolidation, amalgamation, merger, plan of arrangement, transfer, sale or otherwise), whereby 
all or substantially all of its rmdertaking, property and assets would become the property of any 
other Person or, in the case of any such amalgamation, of the continuing company (collectively, 
a "Reorganization") resulting therefrom, or whereby the obligation of the Borrower or a 
Guarantor to pay amounts under this Agreement would become subject to novation or assumed 
or undertaken by any other such Person or continuing company, provided that (i) this Section 9.1 
is not applicable to a Reorganization involving the Borrower or a Guarantor and one or more 
wholly-owned Subsidiaries of the Borrower; provided, however, in the event of such a 
Reorganization of the Borrower or a Guarantor and one or more wholly-owned Subsidiaries of 
the Borrower, the Successor Corporation shall be required to execute and deliver the 
supplemental agreement and opinion referred to in Section 9.1(a) and take such other actions and 
deliver such other documents and agreements as may be reasonably necessary to ensure that the 
perfection and priority of the Security is not impaired; and (ii) it may do so and such Person or 
continuing company (the "Successor Corporation") shall become a party to this Agreement if: 

(a) the Successor Corporation shall execute and/or deliver to the Administrative 
Agent and the Servicing Agent an agreement supplemental hereto in form 

. reasonably satisfactory to the Administrative Agent and the Servicing Agent and 
the Lenders and execute and/or deliver such other instruments, if any, which to 
the reasonable satisfaction of the Lenders and in the opinion of Counsel to the 
Borrower addressed to the Agents and the Lenders, are necessary to evidence the 
agreement of the Successor Corporation to observe and perform all the covenants 
and obligations of the Borrower under this Agreement and any other Loan 
Document and to be bound by all the terms of this Agreement and any other Loan 
Document so far as they relate to the Borrower, which instruments, if any, shall 
be in form reasonably satisfactory to the Agents and the Lenders; 

(b) such transaction shall, to the reasonable satisfaction of the Administrative Agent, 
the Servicing Agent and the Lenders, be upon such terns as to preserve and not to 
impair any of the rights and powers of the Administrative Agent, the Servicing 
Agent and the Lenders and will not result in a Material Adverse Effect; 

(c) the perfection and priority of the Security shall not be impaired; 

(d) all Other Taxes payable as a result of such transaction have been paid by such 
Successor Corporation; 

(e) such transaction will not result in any Tax being levied on or payable by the 
Administrative Agent, the Servicing Agent or any Lender (except for Taxes on 
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the overall net income of the Administrative Agent or any Lender provided there 
is no increase in such Taxes as a result of such transaction); 

such transaction will not cause, or have the result of the Administrative Agent, the 
Servicing Agent or any Lender being in default under, non-compliance with, or 
violation of, any Applicable Law; 

an opinion of counsel to the Successor Corporation substantially in the form and 
as to matters addressed in the opinion of Counsel to the Borrower delivered 
pursuant to Section 4.1 shall have been delivered to the Administrative Agent and 
the Lenders; • 

the creditworthiness of the Successor Corporation (as determined by the 
Administrative Agent, the Servicing Agent and each Lender in its sole discretion) 
shall not be less than the creditworthiness of the Borrower or the relevant 
Guarantor immediately prior to giving effect to such transaction; and 

no Default or Event of Default shall have occurred and be continuing or will 
occur as a result of such transaction. 

Vesting of Powers in Successor 

Except in the case of an amalgamation or other transaction pursuant to which the 
Successor Corporation is liable for all of the obligations of the Borrower by operation of law, 
whenever the conditions of Section 9.1 above have been duly observed and performed, the 
Administrative Agent and the Servicing Agent and each Lender shall execute and deliver the 
supplemental agreement provided for in Section 9.1(a) and thereupon: 

(a) the Successor Corporation shall possess and from time to time may exercise each 
and every right and power of the Borrower under this Agreement in its own name 
or in the name of the Borrower or otherwise and any act or proceeding by any 
provision of this Agreement or the Security Documents required to be done and 
performed with like force and effect by the like directors or officers of the 
Successor Corporation; and 

(b) at the request of the Bonrower, the Borrower shall be released from its liability 
and obligations under this Agreement and the Lenders, at the request and at the 
expense of the Borrower, shall execute and deliver to the Borrower such 
instruments as shall reasonably be requisite to evidence such release. 

ARTICLE 10 
COSTS. EXPENSES AND INDEMNIFICATION 

10.1 Costs and Expenses 

The Borrower shall pay promptly, upon request by the Administrative Agent, the 
Servicing Agent or a Lender, all reasonable costs and expenses in connection with its due 
diligence relating to the Facility and the Collateral, including, without limitation, the reasonable 

(f) 

(g) 

(h) 

(i) 
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fees and out-of-pocket expenses of the counsel to the Administrative Agent, the Servicing Agent 
or a Lender and the reasonable fees and out-of-pocket expenses of each Agent with respect 
thereto. The Borrower further agrees to pay all reasonable costs and expenses (including 
reasonable fees and expenses of counsel, accountants and other, experts) in connection with the 
preparation, negotiation, interpretation, administration, preservation or enforcement of rights of 
the Administrative Agent, the Servicing Agent and each Lender under this Agreement and the 
other Loan Documents and all amendments, modifications, waivers of, or consents with respect 
to, any of the Loan Documents, including, without limitation, all costs and expenses sustained by 
them as a result of any feilure by the Borrower or any Guarantor to perform or observe their 
obligations contained in this Agreement and all costs incurred in connection with obtaining any 
required consents, approvals or authorizations required in connection herewith and otherwise in 
enforcing and realizing upon the Security. 

10.2 Indemnification bv the Borrower 

In addition to any liability of the Borrower to the Administrative Agent, the 
Servicing Agent and each Lender under any other provision hereof, the Borrower shall 
indemnify the Administrative Agent, the Servicing Agent and each Lender and hold the 
Administrative Agent, the Servicing Agent and each Lender harmless against any reasonable 
costs or expenses incurred by the Administrative Agent, the Servicing Agent or any Lender as a 
result (i) of any failure by the Borrower or any Guarantor to fulfil any of its obligations 
hereunder in the manner provided herein including, without limitation, any cost or expense 
incurred by reason of the liquidation or re-employment in whole or in part of deposits or other 
funds required by the Administrative Agent, the Servicing Agent or any Lender to fund or 
maintain the Advance as a result of the failure of the Borrower to complete the Drawdown or to 
make any repayment or other payment on the date required hereunder or specified by it in any 
notice given hereunder (but excluding costs arising solely out of loss of anticipated profits); or 
(ii) of the failure of the Borrower to pay any other amount including, without limitation, any 
interest or fee due hereunder on its due date; or (iii) of the prepayment or repayment by the 
Borrower of any Advance prior to its date of maturity or the last day of the then current Interest 
Period for such Advance, including, without limiting the generality of the foregoing, any 
repayment or prepayment resulting from the circumstances referred to in Section 2.10(e). 

10.3 Funds 

Each amount advanced, made available, disbursed or paid hereunder shall be 
advanced, made available, disbursed or paid, as the case may be, in immediately available funds 
or, after notice from the Administrative Agent or the Servicing Agent, in such other form of 
funds as may from time to time be customarily used in Toronto, Ontario in the settlement of 
banking transactions similar to the banking transactions required to give effect to the provisions 
of this Agreement on the day such advance, disbursement or payment is to be made. 

10.4 General Indemnity 

(a) Indemnity. Subject to paragraph (b) below, the Borrower and each of any 
Guarantor jointly and severally agree to indemnify and save harmless the Administrative Agent 
and the Servicing Agent and each Lender and each of their respective officers, directors, 
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employees, agents, advisors, representatives and affiliates (collectively, the "Indemnitees" and 
individually, an "Indemnitee") from and against any and all liabilities, costs, claims, damages, 
penalties, losses and expenses (including reasonable legal fees and disbursements of counsel) 
(collectively, the "Losses") as a result of any claims, actions or proceedings ("Claims") asserted 
against an Indemnitee in connection with the agreement of the Administrative Agent, the 
Servicing Agent and each Lender to provide the Facility, the commitment of the Lenders to 
establish the Facility and the Advances made by the Lenders including, without limitation: (i) the 
costs of defending and/or counterclaiming or claiming over against any Person in respect of any 
Claim; and (ii) any Losses arising out of a settlement of any Claim made by the Indemnitees. 

(b) Limitations to Indemnity. The foregoing obligations of indemnification shall 
not apply to any Losses suffered by an Indemnitee or to any Claim asserted against an 
Indemnitee or any of them to the extent such Loss or Claim is determined by a court of 
competent jurisdiction by final and non-appealable judgment to have resulted from the gross 
negligence or wilful misconduct of such Indemnitee. 

(c) The obligations of the Borrower and any Guarantors under this Section 10.4 shall 
survive the repayment of all outstanding Advances hereunder and the termination of the Facility. 

10.5 Environmental Claims 

(a) Indemnity. Subject to paragraph (b) below, the Borrower and any Guarantor 
jointly and severally agrees to indemnify and save harmless each of the Indemnitees from and 
against any and all Losses as a result of any Claims asserted against an Indemnitee with respect 
to any presence or the Release of any Hazardous Material on, into, onto, under or from any 
property which at any time was owned, leased, used, occupied, operated or under the control of 
any of the Borrower, any Guarantor or any of the Subsidiaries of any of the foregoing or which 
arises out of or in connection with any action of, or failure to act by, the Borrower, a Guarantor 
or any other Subsidiary of the Borrower or any predecessor or successor thereof in contravention 
of any Environmental Laws including, without limitation: (i) the costs of defending and/or 
counterclaiming or claiming over against third parties in respect of any Claim; and (ii) any 
Losses arising out of a settlement of any Claim made by the Indemnitees. 

(b) Limitations to Indemnity. The foregoing obligations of indemnification shall 
not apply to any Losses suffered by an Indemnitee or to any Claim asserted against an 
Indemnitee or any of them to the extent such Loss or Claim is determined by a court of 
competent jurisdiction by final and non-appealable judgment to have resulted from the gross 
negligence or wilful misconduct of such Indemnitee. 

(c) The obligations of the Borrower and any Guarantors under this Section 10.5 shall 
survive the repayment of all outstanding Advances hereunder and the termination of the Facility. 
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ARTICLE 11 
THE AGENTS 

11.1 The Agents 

(a) The Administrative Agent. Each Lender hereby irrevocably appoints the 
Administrative Agent to act as its Administrative Agent in connection with this Agreement, the 
Loan Documents, and any matter contemplated hereunder, and authorizes irrevocably the 
Administrative Agent to exercise such rights, powers and discretions as are delegated to the 
Administrative Agent pursuant to this Agreement, the Loan Documents, and any matter 
contemplated thereunder, together with all such rights, powers and discretions as are incidental 
hereto or thereto. The Borrower may in all respects assume that the Administrative Agent has 
obtained all necessary authorities from the Lenders and is acting in full conformity with this 
Article 11 at all times. The Administrative Agent shall have only those duties and 
responsibilities which are expressly specified in this Agreement, and it may perform such duties 
by or through its agents or employees. This Agreement shall not place the Administrative Agent 
under any fiduciary duties in respect of any Lender, Borrower, Guarantor, the Servicing Agent or 
any other Person. 

(b) The Servicing Agent. Each Lender and the Administrative Agent hereby 
irrevocably appoints the Servicing Agent to act as its Servicing Agent in connection with this 
Agreement, the Loan Documents, and any matter contemplated hereunder, and authorizes 
irrevocably the Servicing Agent to exercise such rights, powers and discretions as are delegated 
to the Servicing Agent pursuant to this Agreement, the Loan Documents, and any matter 
contemplated thereunder, together with all such rights, powers and discretions as are incidental 
hereto or thereto. The Borrower may in all respects assume that the Servicing Agent has 
obtained all necessary authorities from the Lenders and is acting in full conformity with this 
Article 11 at all times. The Servicing Agent shall have only those duties and responsibilities 
which are expressly specified in this Agreement, and it may perform such duties by or through 
its agents or employees. This Agreement shall not place the Servicing Agent under any fiduciary 
duties in respect of the Administrative Agent, any Lender, Borrower, any Guarantor or any other 
Person. 

11.2 The Agents' Responsibilities 

Each Agent may: 

(a) assume that: 

(i) any representation made by the Borrower in or in connection with any of 
this Agreement or an Interest Determination Notice is true; 

(ii) no Event of Default has occmred; and 

(iii) the Borrower is not in breach of or in default under its obligations under 
any of this Agreement; 

and each Agent may also: 
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unless it has actual knowledge or actual notice to the contrary, assume that each 
Lender's address is that identified with its signature below until it has received 
from such Lendèr a notice designating some other office of such Lender as its 
address and act upon any such notice xmtil the same is superseded by a further 
such notice; 

engage and pay for the advice or services of any lawyers, accountants or other 
experts whose advice or services may to it seem necessary, expedient or desirable 
and rely upon any advice so obtained; 

unless it has actual knowledge or actual notice to the contrary, rely as to matters 
of fact which might reasonably be expected to be within the knowledge of the 
Borrower upon a statement signed by or on behalf of the Borrower; 

unless it has actual knowledge or actual notice to the contrary, rely upon any 
communication or document believed by it to be genuine; 

refrain from exercising right, power or discretion vested in it under this 
Agreement unless and until instructed by the Required Lenders as to whether or 
not such right, power or discretion is to be exercised and, if it is to be exercised, 
as to the manner in which it should be exercised; 

refrain from exercising any right, power or discretion vested in it which would or 
might in its opinion be contrary to any law of any jurisdiction or any directive or 
otherwise render it liable to any Person, and may do anything which is in its 
opinion necessary to comply with any such law or directive; 

retain for its own benefit, and without liability to account for, any fee or other 
sum receivable by it for its own accormt; 

accept deposits from, lend money to, provide any advisory or other services to or 
engage in any kind of banking or other business with any party (including any 
Affiliate thereof) to this Agreement; and 

refrain from acting in accordance with any instructions of the Required Lenders to 
begin any legal action or proceeding arising out of or in connection with any of 
this Agreement until it shall have received such security as it may require 
(whether by way of payment in advance or otherwise) against all costs, claims, 
expenses (including legal fees) and liabilities which it will or may expend or incur 
in complying with such instruction. 

Agents' Duties 

The Administrative Agent shall: 

(i) promptly upon receipt of any notice, document, request or other 
information received by it in its capacity as Administrative Agent 
hereunder from the Borrower, as applicable, provide such notice, 
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document, request or other information received to the Servicing Agent in 
order for the Servicing Agent to timely carry out its duties and obligations 
pursuant to this Agreement; 

(ii) promptly notify each Lender and the Servicing Agent of the occurrence of 
any Event of Default or any default by the Borrower in the due 
performance of its obligations under this Agreement or any document 
incidental thereto to which it is expressed to be a party and of which the 
Administrative Agent has actual knowledge or actual notice; 

(iii) subject to the foregoing provisions of Section 11.2 and this Section 11.3, 
act in accordance with any instructions given to it by the Required 

. Lenders; and 

(iv) each time the Borrower requests the prior written consent of the Required 
Lenders, promptly inform the Servicing Agent of such request and of the 
Administrative Agent's instruction and/or drafts, as applicable, with 
respect thereto in order for the Servicing Agent to carry out its duties and 
obligations pursuant to Section 11.3(b)(iv) in a reasonable and timely 
manner having due regard to the nature and circumstances of the request; 

(v) if so instructed by the Required Lenders, refrain from exercising any right, 
power or discretion vested in it under this Agreement or any document 
incidental thereto. 

(b) The Servicing Agent shall: 

(i) promptly upon receipt thereof, provide each Lender and the 
Administrative Agent with a copy of, or inform each Lender and the 
Administrative Agent of the contents of, any notice, document, request or 
other information received by it in its capacity as Servicing Agent 
hereimder from the Borrower or the Administrative Agent; 

(ii) promptly notify each Lender and the Administrative Agent of the 
occurrence of any Event of Default or any default by the Borrower in the 
due performance of its obligations under this Agreement or any document 
incidental thereto to which it is expressed to be a party and of which the 
Servicing Agent has actual knowledge or actual notice; 

(iii) subject to the foregoing provisions of Section 11.2 and this Section 11.3, 
act in accordance with any instructions given to it by the Required Lenders 
or the Administrative Agent; 

(iv) each time the Borrower requests the prior written consent of the Required 
Lenders, use its best efforts to act in accordance with the Administrative 
Agent's instruction and/or drafts, as applicable, with respect thereto and 
obtain and communicate to the Borrower the response of the Required 
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Lenders in a reasonable and timely manner having due regard to the nature 
and circumstances of the request; 

(v) subject to the foregoing provisions of Section 11.2 and this Section 11.3, if 
. so instructed by the Required Lenders or the Administrative Agent, refrain 

firom exercising any right, power or discretion vested in it under this 
Agreement or any document incidental thereto; and 

• (vi) in the eyent that the Servicing Agent is at any time given instructions by 
both the Administrative Agent and the Required Lenders which it 
reasonably deems to be in conflict, follow the instructions given to it by 
the Required Lenders. 

11.4 Protection of Agents 

Notwithstanding anything to the contrary expressed or implied herein, the Agents 
shall not; 

(a) be bound to enquire as to: 

(i) whether any representation made by the Borrower in or in connection with 
this Agreement or any document incidental thereto is true; 

(ii) the occurrence of any Event of Default; 

(iii) the performance by the Borrower of its obligations under any of this 
Agreement or any document incidental thereto; 

(iv) any breach of or default by the Borrower of or under its obligations under 
this Agreement or any document incidental thereto; or 

(v) the use or application by the Borrower of any of the proceeds of the 
Facility; 

(b) be bound to account to any Lender for any sum or the profit element of any sum 
received by it for its own account; 

(c) be bound to disclose to any Person any information relating to the Borrower if 
such disclosure would or might in its opinion constitute a breach of any law or 
regulation or be otherwise actionable at the suit of any Person; or 

(d) accept any responsibility for the accuracy and/or completeness of any information 
supplied in connection herewith or for the legality, validity, effectiveness, 
adequacy or enforceability of this Agreement or any document incidental hereto 
or thereto and the Administrative Agent and the Servicing Agent shall not be 
under any liability to any Lender as a result of taking or omitting to take any 
action in relation to the Agreement or any document incidental hereto or thereto 
save in the case of gross negligence or wilful misconduct, and each of the Lenders 
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agrees that it will not assert or seek to assert against any director, officer, 
employee or agent of the Administrative Agent or the Servicing Agent any claim 
it might have against any of them in respect of the matters referred to in this 
Section 11.4. 

11.5 Indemnification of Agents 

Each Lender agrees to indemnify, on demand by the Administrative Agent or the 
Servicing Agentj rateably (according to the amount of each such Lender's Participation as of the 
date of such demand in proportion to the aggregate outstanding Advance) firom and against any 
and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs, 
expenses or disbursements of any nature whatsoever which may be imposed on, incurred by or 
asserted against the Administrative Agent or the Servicing Agent in any way relating to or 
arising out of any of the Loan Documents or any other document contemplated thereby or any 
action taken or omitted by the Administrative Agent or the Servicing Agent under any of the 
Loan Documents or any document contemplated thereby, regardless of whether the same would 
or should have entitled such indemnitee to indemnification from the Borrower, any Guarantor or 
any other Person, except that no Lender shall be liable to the Administrative Agent or the 
Servicing Agent, as applicable, for any portion of such liabilities, obligations, losses, damages, 
penalties, actions, judgments, suits, costs, expenses or disbursements resulting solely from the 
gross negligence or wilful misconduct of the Administrative Agent or the Servicing Agent, as 
applicable. Without limiting the generality of the foregoing, each Lender agrees to reimburse 
each of the Administrative Agent and the Servicing Agent promptly upon demand for its rateable 
share as above described of out-of-pocket expenses (including legal fees and disbursements on a 
full indemnity basis) inciirred by the Administrative Agent or the Servicing Agent, as applicable, 
in connection with the determination or preservation of any rights of the Administrative Agent, 
the Servicing Agent or the Lenders under, or the enforcement of, or legal advice in respect of 
rights or responsibilities under, the Loan Documents or any other instruments and agreements 
referred to in them, to the extent that the Administrative Agent or the Servicing Agent may 
refrain from exercising any right, power or discretion or taking any action to protect or enforce 
the rights of the Administrative Agent, the Servicing Agent or any Lender under the Loan 
Documents or any other instruments and agreements referred to in them until it has been 
indemnified or secured to its satisfaction against any and all costs, losses, expenses or liabilities 
(including legal fees and disbursements) which it would or might sustain or incur as a result of 
such exercise or action. The obligations of the Lenders under this Section 11.5 shall survive the 
repayment of all outstanding Advances hereunder and the termination of the Facility. 

11.6 Termination or Resignation of an Agent 

(a) Notwithstanding the irrevocable appointment of the Administrative Agent and the 
Servicing Agent, the Required Lenders may (with the consent of the Borrower not to be 
unreasonably withheld), upon giving the applicable Agent 90 days' prior written notice to such 
effect, terminate such Agent's appointment hereunder provided that a successor Administrative 
Agent or Servicing Agent as applicable has been appointed at or prior to expiry of such notice. 

(b) Either Agent may resign its appointment hereunder at any time without assigning 
any reason therefor by giving written notice to such effect to each of the other parties hereto. 
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The resignation of the Administrative Agent shall not be effective until a successor 
Administrative Agent has been appointed. With respect to the Servicing Agent, if no such 
successor shall have been appointed by the Required Lenders and shall have accepted such 
appointment within 60 days after the Servicing Agent gives notice of its resignation, then such 
resignation shall nonetheless become effective in accordance with such notice and (i) the retiring 
Servicing Agent shall be discharged from its duties and obligations hereunder and under the 
other Loan Documents, as applicable and (ii) all payments, communications and determinations 
provided to be made by, to or through such Servicing Agent shall instead be made by, to or 
through Administrative Agent imtil such time as the Required Lenders appoint a successor 
Servicing Agent. 

(c) In the event of any such termination or resignation, the Required Lenders shall 
appoint a successor Administrative Agent or Servicing Agent, as applicable, acceptable to the 
Borrower, deliver copies of the Accounts to such successor and the retiring Agent shall be 
discharged from any further obligation hereunder but shall remain entitled to the benefit of the 
provisions of Sections 10.2, 10.4, 10.5 and this Article 11 and the Agent's successor and each of 
the other parties hereto shall have the same rights and obligations among themselves as they 
would have had if such successor originally had been a party hereto as Administrative Agent or 
Servicing Agent, as applicable. 

11.7 Rights of Administrative Agent as Lender 

With respect to its portion of the Advance and its Participation, the 
Administrative Agent shall have the same rights and powers under this Agreement as any other 
Lender, and it may exercise such rights and powers as though it were not performing the duties 
and functions delegated to it as Administrative Agent hereunder, and the term "Lender" or any 
other similar term shall, unless the context otherwise requires, include the Administrative Agent 
in its capacity as a Lender. 

11.8 Authorized Waivers. Variations and Omissions 

If so authorized in writing by the Required Lenders, the Administrative Agent 
may grant waivers, consents, vary the terms of this Agreement and do or omit to do all such acts 
and things in connection herewith or therewith. Except with the prior written agreement of all 
the Lenders, nothing in this Section 11.8 shall authorize (i) any decrease in the Interest Rate, (ii) 
any extension of the date for, or alteration in the amount, currency or mode of calculation or 
computation of any payment of principal or interest or other amount, (iii) any incre^e in the 
Advance of a Lender, (iv) any extension of the Maturity Date, (v) any change in the terms of 
Article 7, Article 10 or Article 11, (vi) any change in the definition of Required Lenders (vii) the 
release of the Borrower or any Guarantor from its obligations under any Loan Document except 
as otherwise expressly permitted under the Loan Documents or (viii) any amendments to this 
Section 11.8. 
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11.9 Financial Information Concerning Borrower 

Subject to Section 11.3(a)(i), neither Agent shall have any duty or responsibility 
either initially or on a continuing basis to provide any Lender with any credit or other 
information with respect to the fmancial condition and affairs of the Borrower. 

11.10 Knowledge of Financial Situation of Borrower . 

Each of the Lenders represents and warrants to the Agents that it has made its 
own independent investigation of the fmancial condition and affairs of the Borrower in 
connection with the making and continuation of its Participation in this Agreement and that it has 
not relied on any information provided to it by the Agents in connection herewith or therewith, 
and each Lender represents and warrants to the Agents that it shall continue to make its own 
appraisal of the creditworthiness of the Borrower from time to time. 

11.11 Legal Proceedings 

The Agents shall not be obligated to take any legal proceedings against the 
Borrower or any other Person for the recovery of any amoimt due under this Agreement. No 
Lender shall bring legal proceedings against the Borrower or any other Person hereimder or in 
connection herewith, or exercise any right arising hereunder or in coimection herewith over the 
property and assets of the Borrower or any other Person without the prior written consent of the 
Required Lenders. . 

11.12 Capacity as Agent 

In performing its functions and duties under this Agreement, each Agent shall act 
solely as the Administrative Agent or Servicing Agent, as applicable, of the Lenders and shall 
not assume, and shall not be deemed to have assumed, any obligation as agent or trustee for the 
Borrower or any other Person. Neither Agent shall be under any liability or responsibility of any 
kind to the Borrower, the Lenders, or to any other Person arising out of or in relation to any 
failure or delay in performance or breach by any Lender or Lenders or, as the case may be, by 
the Borrower or any other Person pursuant to or in any way in connection with this Agreement. 

11.13 Capacity as Lead Arranger 

The Borrower and the Lenders hereby agree and confirm that the Administrative 
Agent has performed its functions and duties in connection with the arrangement of the Facility 
and shall not be under any liability or responsibility of any kind to the Borrower, the Lenders, the 
Administrative Agent or any of them arising out of or in relation to the arrangement of the 
Facility or this Agreement. 

11.14 Deposits or Loans Respecting the Borrower 

Each Agent and each of the Lenders may accept deposits from, lend money to and 
generally engage in any kind of banking or other business with the Borrower without liability to 
account to either Agent or any Lender. 
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ARTICLE 12 
GENERAL 

12.1 Term 

The Facility shall expire on the Maturity Date. 

12.2 Acknowledgment and Waiver of Events of Default 

The Borrower acknowledges and agrees that (a) as of the Effective Date: (i) the 
Borrower's LTM EBITDA is less than $ 11,500,000, in violation of Section 6.3(a) of the Existing 
Credit Agreement; (ii) the Consolidated Leverage Ratio exceeds 4.60:1.0, in violation of Section 
6.3(b) of the Existing Credit Agreement; (iii) the Borrower is in default of certain of its 
covenants under the Revolving Credit Facility and an event of default thereunder has occurred, 
in violation of Section 6.1(m) of the Existing Credit Agreement; and (iv) the Borrower has not 
delivered to the Administrative Agent the audited Financial Statements and other deliverables 
required pmsuant to Section 6.1(b)(iii) of the Existing Credit Agreement in respect of the fiscal 
years ended Januàry 26, 2008 and January 31, 2009; and (b) as a result of the circumstances 
referred to at (i) through (iv) above (collectively, the "Existing Defaults"), an Event of Default 
under Section 8.1(c) and Section 8.1(e) of the Existing Credit Agreement has occurred and is 
continuing. The Administrative Agent and the Lenders hereby waive the Existing Defaults, and 
the Borrower acknowledges such waiver. The waiver given by the Lenders under this Section 
12.2 is given pursuant to the provisions of Section 12.5 of the Existing Credit Agreement, is 
solely with respect to the Existing Defaults and shall not be construed as having created a custom 
in any way or manner or to have modified or waived any other obligation of the Borrower 
hereunder, including any obligation of the Borrower to pay interest or to repay the principal 
amount of the Facility strictly in accordance with the provisions of Article 2. . 

12.3 Survival 

All covenants, agreements, representations and warranties made herein or in 
certificates delivered in connection herewith by or on behalf of the Borrower, any Guarantor or 
any other Subsidiary of the Borrower shall survive the execution and delivery of this Agreement 
and the maldng of the Drawdown hereunder and shall continue in full force and effect so long as 
there is any obligation of the Borrower to any Lender hereunder, the Administrative Agent or the 
Servicing Agent. 

12.4 Benefit of the Agreement 

This Agreement shall enure to the benefit of and be binding upon the successors 
and permitted assigns of the Borrower and the successors and permitted assigns of the Lenders 
and the Agents. 

12.5 Notices 

All notices, requests, demands or other communications to or from the parties 
hereto shall be in writing and shall be given by overnight delivery service, by hand delivery or by 
telecopy to the addressee as follows: -
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(i) If to the Borrower or any Guarantor: 

Grafton-Fraser Inc. 
44 Apex Road 
Toronto, Ontario 
M6A 2V2 

Attention: Treasurer 
Facsimile: (416)780-2159 

with a copy to: 

Osier Hoskin & Harcourt LLP 
Suite 6100, P.O. Box 50 
1 First Canadian Place 
Toronto, ON M5X 1B8 

Attention: Dale Seymour 
Facsimile: (416) 862-6666 

(ii) If to the Administrative Agent: 

BTD CP Holdings LP • 
280 Park Avenue 
11th Floor, Building East 
New York, New York, 10017 

Attention: David Clayton and Louis Salvatore 
Facsimile: (212) 503-6921 

with a copy to: 

Davies Ward Phillips & Vineberg LLP 
1 First Canadian Place 
44*^ Floor 
Toronto, Ontario 
M5X IBl 

Attention: Scott R. Hyman 
Facsimile: (416) 863-0871 , 

(iii) If to a Lender: 

To the address set forth next to its signature on the signature page of this 
Agreement 

(iv) If to the Servicing Agent: 
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OFS AGENCY SERVICES, LLC . 
2850 West Golf Road, Suite 520 
Rolling Meadows, IL 60008 

Attention: Sean Kelley/Alisa Filstead . 
Telecopier: (847)731-7911 

With a copy to: 

Goldberg Kohn 
55 Bast Monroe, Suite 3300 
Chicago, Illinois 60603 

^ Attention: Keith G. Radner 
Telecopier: (312) 863-7445 

or at such other address or to such other individual as the Borrower may designate by notice to 
the Servicing Agent, or the Administrative Agent or the Servicing Agent may designate by 
notice to the Borrower. If any notice, request, demand or other communication is delivered or 
transmitted on a day other than a Banking Day or after 3:00 p.m. on any Banking Day, the same 
shall be deemed to have been effectively given and received on the next following Banking Day. 

12.6 Amendment and Waiver 

This Agreement and documents collateral hereto may be modified or amended 
and a waiver of any breach of any term or provision of this Agreement shall be effective only if 
the Borrower and the Administrative Agent and the Required Lenders or each Lender, as the case 
may be, so agree in writing; provided that no modification, amendment or waiver shall, unless in 
writing and signed by the Seivicing Agent in addition to the parties required above, affect the 
rights or duties of the Servicing Agent under this Agreement or any other document. A waiver 
of any breach of any term or provision of this Agreement shall be limited to the specific breach 
waived. 

12.7 Governing Law 

This Agreement shall be govemed by and construed in accordance with the laws 
of the Province of Ontario and the federal laws of Canada applicable therein. Each of the 
Administrative Agent, the Servicing Agent, the Lenders and the Borrower agree that any legal 
suit, action or proceeding arising out of this Agreement may be instituted in the co\irts of 
Ontario, and each of the Administrative Agent, the Servicing Agent, the Lenders and the 
Borrower hereby accepts and irrevocably submits to the non-exclusive jurisdiction of said courts 
and acknowledges their competence and agrees to be bound by any judgment thereof, 

12.8 Further Assurances 

The Borrower, at its expense, will promptly execute and deliver, or cause to be 
executed and delivered, to the Agents and the Lenders, upon request, all such other and further 
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documents, agreements, certificates and instruments in compliance with, or accomplishment of 
the covenants and agreements of the Borrower and any Guarantor hereunder or under the Loan 
Documents or more fiilly to state the obligations of the Borrower and any Guarantor as set out 
herein or therein or to make any recording, file any notice or obtain any consents, all as may be 
necessary or appropriate in connection therewith. 

12.9 Enforcement and Waiver bv the Lenders 

The Agents and the Lenders shall have the right at all times to enforce the 
provisions of this Agreement and agreements to be delivered pursuant hereto in strict accordance 
with the terms hereof and thereof, notwithstanding any conduct or custom on the part of the 
Agents and Lenders in refraining from so doing at any time or times. The failure of the Agents 
and the Lenders at any time or times to enforce its rights under such provisions, strictly in 
accordance with the same, shall not be construed as having created a custom or in any way or 
manner modified or waived the same. All rights and remedies of the Agents and the Lenders are 
cumulative and concurrent and the exercise of one right or remedy shall not be deemed a waiver 
or release of any other right or remedy. 

12.10 Counterparts and Facsimile Signature 

This Agreement may be executed by the parties in separate counterparts (by 
original or facsimile signature) each of which when so executed and delivered shall be an 
original, but all of which, when taken together, shall together constitute one and the same 
instrument. 

12.11 Assignment bv the Borrower 

The rights and obligations of the Borrower under this Agreement are not 
assignable to any other Person, except in accordance with Article 9, without the prior written 
consent of the Administrative Agent, the Lenders and the Servicing Agent in their sole 
discretion. 

12.12 Assignments and Transfers bv the Lenders 

(a) Any Lender may, at any time, assign all or any of its rights and benefits hereunder 
or transfer in accordance with Section 12.12(b) all or any of its rights, benefits and obligations 
hereunder to one or more financial institutions or other Persons (the "Transferee").; provided 
that: (i) unless a Default or an Event of Default has occun-ed and is continuing, each such 
financial institution or other Person shall be acceptable to the Borrower, acting reasonably; and 
(ii) unless a Default or an Event of Default has occurred and is continuing, in no event shall any 
such assignment or participation be made to any financial institution or other Person that is 
designated in Schedule 12.12 as a "disqualified lender". Notwithstanding the foregoing, the 
acceptance of the Borrower is not required in connection with the assignment or transfer of all or 
any of the rights, benefits and obligations hereunder to (i) any Subsidiary or Affiliate of a 
Lender, provided that, in either case, any such assignment or transfer does not give rise to a 
claim for increased costs pursuant to Article 3. 
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(b) If a Lender (for the purposes of this Section 12.12(b), a "Transferor") assigns all 
or any of its rights and benefits hereunder in accordance with Section 12.12(a), then, unless and 
iintil the Transferee has executed a Transfer Agreement substantially in the form of Exhibit C 
hereto (or such other form as may be agreed to by the Lenders and the Borrower) that the 
Transferee shall be bound by the same obligations of the Transferor as the Transferee would 
have been under if the Transferee had been an original party hereto, the Borrower shall not be 
obliged to recognize such Transferee as having the rights against the Borrower which the 
Transferee would have had if the Transferee had been such a party hereto, provided that upon 
delivery by the Transferee to the Borrower and the Lenders of a transfer agreement substantially 
in the form of Exhibit C hereto, the Transferor shall be released firom its obligations hereunder 
that have been assumed by the Transferee. 

(c) A Lender may participate all or any part of its interest heretmder,. provided that 
any such participation does not give rise to a claim for increased costs pursuant to Article 3. Any 
payment to a participant by a Lender in coimection with the sale of a participation shall not be or 
be deemed to be a repayment by Borrower or a new Advance. The Borrower shall not be 
obligated to deal with any participant and shall be entitled to deal solely with the Lender and the 
Lender shall not be released firom any of its obligations to the Borrower or any Guarantor as a 
result of such participation except to the extent that the participant has fulfilled such obligations. 
Such participants shall be bound to the same confidentiality provisions with respect to the 
Facility and the Borrower and any Guarantor as are applicable to the Lender. 

(d) , Any such assignment, transfer or participation shall only be effective upon 
delivery by the applicable Lender(s) to the Administrative Agent and the Servicing Agent of 
written notice of such assignment, transfer or participation, and in connection therewith the 
applicable Lender(s) shall provide the Agents with such administrative details and other 
information and documentation (including without limitation tax related information and 
documentation) as either Agent may reasonably require. 

12.13 Set-Off 

If an Event of Default has occurred and is continuing, each Lender and each of its 
Affiliates shall have the right to set off against any accounts, credits or balances maintained by 
the Borrower or any Guarantor with the Lender or any such Affiliate any amount due hereunder. 
Except for payments to a Lender fi*om the Administrative Agent or the Servicing Agent which 
were received by the Administrative Agent or the Servicing Agent for the account of such 
Lender in accordance with the provisions of this Agreement, if any Lender shall at any time 
receive payment or satisfaction of all or a part of any amounts payable hereunder, whefiier by 
set-off or otherwise, in a proportion which, in relation to any amounts received by any other 
Lender or Lenders at the same time, represents more than its pro rata Participation, then such 
Lender shall notify the Administrative Agent and the Servicing Agent thereof and pay to the 
Servicing Agent for the account of the other Lenders such amount as will ensure that each 
Lender will receive a proportion of such payment equal to such Lender's pro rata Participation. 
In the event that at any time any Lender shall be required to refund any amount which has been 
paid to or received by it by set-off or otherwise on account of any part of the Advance, interest 
thereon or any other amount payable heretmder and which has been paid to any other Lender 
pursuant to this Section 12.13, such other Lender shall repay a proportionate amount of the 
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amounts so refunded without interest. If a Lender is required to make any payment to any other 
Lender pursuant to this Section 12.13, then, subject to the foregoing sentence, the liability of the 
Borrower to the Lender making such payment under this Agreement shall be treated as not 
having been reduced by the amount of such payment and the liability of the Borrower to any 
Lender receiving such payment shall be treated as having been reduced by the amount of the 
payment received by such Lender. 

12.14 Time of the Essence 

Time shall be of the essence in this Agreement. 

12.15 Equal Ranking of Lenders 

The Lenders, and to the extent necessary, the Borrower, agree as between 
themselves that any indebtedness of the Borrower towards any Lender hereimder, in respect of 
any Advance, or otherwise hereunder shall at all times rank equally and without preference or 
distinction with the indebtedness of the Borrower towards any other Lender hereunder. 

12.16 Sharing of Information 

The Borrower hereby agrees that the Agents and the Lenders may share amongst 
themselves any information which any of them may possess concerning the Borrower in respect 
of the Borrower's undertakings, obligations or indebtedness towards any Lender pursuant to this 
Agreement and any Advance, as well as any payment received from the Borrower by any 
Lender. 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement. 

GRAFTON-FRASER INC., as Borrower 

by 
Name: 
Title: 
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BTD CP HOLDINGS LP (F/K/A GSO 
CP HOLDINGS LP), as Administrative 
Agent and Lead Arranger 

By: BTD LLC, its General Partner 

by 
Name: George Fan 
Title: Authorized Signatory 

Address: 

280 Park Avenue 
11th Floor, Building East 
Nevif York, New York, 10017 

GSO DOMESTIC CAPITAL FUNDING 
(LUXEMBOURG) S.A.R.L., as Lender 

By: GSO Capital Partners LP, its 
collateral manager 

by 
Name: 
Title: 
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Address: 

280 Park Avenue 
11th Floor, Building East 
New York, New York, 10017 

GSO OFFSHORE 
MULTICURRENCY FACILITY 
(LUXEMBOURG) S.A.R.L., as Lender 

By: GSO Capital Partners LP, its 
portfolio manager 

by 
Name: 
Title: 

OFS AGENCY SERVICES, LLC, as 
Servicing Agent 

By: Orchard First Source Capital, Inc., 
its attorney in fact 

by 
Name: 
Title: 
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EXHIBIT A 

FORM OF DRAWDOWN NOTICE 

To: GSO Special Situations Fund LP, as Administrative Agent 

And To: The Lenders party to the Credit Agreement referred to below 

Attention: Louis Salvatore and Matthew Bass 

This Drawdown Notice is being delivered pursuant to the credit agreement made 
as of May 24, 2007 (the "Credit Agreement") made between the Borrower, the Guarantors that 
may become parties thereto from time to time, the Administrative Agent and the Lenders parties 
thereto from time to time. Capitalized terms used herein but not defined herein shall have the 
meanings ascribed to such terms in the Credit Agreement. 

We hereby request an Advance in the amount of $ and having an 
Interest Period of months. . 

Payment instructions: 

The representations and warranties set forth in Section 5.1 of the Credit 
Agreement are, mutatis mutandis, true and correct on and as of the date hereof, both before and 
after giving effect to the Drawdown of the requested Advance and to the application of proceeds 
therefrom. 

No Default or Event of Default has occurred and is continuing, nor shall any such 
event occur as a result of making the requested Advance or the application of proceeds 
therefrom. 

• DATED this day of , . 

GF ACQUISITION CORP. 

by 
Name: 
Title: 

by 
Name: 
Title: 
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EXHIBIT B 

FORM OF INTEREST DETERMINATION NOTICE 

TO: [NAME OF LENDERS] 

ATTENTION: • 

. This Interest Determination Notice is being delivered pursuant to the amended 
and restated credit agreement dated as of June 16, 2009 (the "Credit Agreement") between 
Grafton-Fraser Inc., as borrower, the guarantors that may become from time to time parties 
thereto, BTD CP Holdings LP, as administrative agent, OPS Agency Services, LLC, as servicing 
agent and the lenders from time to time parties thereto. Capitalized terms used herein but not 
defined shall have the meanings ascribed to such terms in the Credit Agreement. 

We hereby request that the Interest Period in respect of the Advance commencing 
on ^be months. 

No Default or Event of Default has occurred and is continuing, nor shall any such 
event occur as a result of making the requested Advance or the application of proceeds 
therefrom. 

DATED this day of , . 

GRAFTON-FRASER INC. 

by 
Name: 

. Title: 
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EXHIBIT C 

FORM OF TRANSFER AGREEMENT 

TO: GRAFTON-FRASER INC. 

WHEREAS GF Acquisition Corp., predecessor to Grafton-Fraser Inc. (the 
"Borrower") entered into an amended and restated credit agreement dated June 16, 2009 (the 
"Amended and Restated Credit Agreement") with the Administrative Agent and the Servicing 
Agent, the Guarantors that may become parties thereto from time to time and the Lenders parties 
thereto from time to time whereby the Lenders agreed to provide the Borrower with a credit 
facility in an aggregate principal amount of $50,000,000; 

AND WHEREAS pursuant to and in accordance with Section 12.12 of the 
Amended and Restated Credit Agreement, any Lender may, with the prior written consent of the 
Borrower, assign or transfer all or any of its rights, benefits and obligations under the Amended 
and Restated Credit Agreement by duly completing, executing and delivering to the Borrower 
this Transfer Certificate and providing notice to the Agents; 

AND WHEREAS any Lender (the "Transferor") wishes to assign or transfer to 
(the "Transferee") the rights, benefits and obligations of the Transferor 

under the Amended and Restated Credit Agreement specified herein; 

AND WHEREAS the Borrower has consented in writing to such assignment or 
transfer; 

NOW THEREFORE in consideration of the foregoing and of $1.00 and other 
good and valuable consideration, the receipt of which is hereby acknowledged, the signatories 
hereto agree as follows: 

1. All capitalized terms defined in the Amended and Restated Credit Agreement and 
not otherwise defined herein have the same meaning as in the Amended and Restated Credit 
Agreement. 

2.. The Transferor assigns and transfers to the Transferee the following rights, 
benefits and obligations (the "Transfer"): 

[description of the transferred rights, benefits and obligations, indicating 
retained interest or fees, if applicable, and Transferee's commitment and 
Participation) 

(the "Transferred Rights", the "Transferred Benefits", the "Transferred Obligations", as 
applicable, and collectively the "Transferred Rights, Benefits and Obligations"). 

3. The Transferee accepts the Transfer and (if applicable) assumes the Transferred 
Obligations (the "Assumption"). 
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4. The Transferee agrees with the Borrower that it shall be bound by the same 
obligations of the Lenders as the Transferee would have been under if the Transferee had been an 
original party to the Amended and Restated Credit Agreement. 

5. The Transfer and the Assumption are governed by and subject to Section 12.12 of 
the Amended and Restated Credit Agreement. 

6. The Transferee acknowledges and confirms that it has not relied upon and that the 
Transferor has not made any representation or warranty whatsoever as to the due execution, 
legality, effectiveness, validity or enforceability of the Amended and Restated Credit Agreement 
or any other documentation or information delivered by the Transferor to the Transferee in 
connection therewith or for the performance thereof by any party thereto or for the performance 
of any Guarantee by any Guarantor or for the financial condition of the Borrower or of any 
Guarantor. All representations, warranties and conditions expressed or implied by law or 
otherwise are hereby excluded. 

7. The Transferee represents and warrants that it [is/is not] a non-resident within the 
meaning of the Income Tax Act (Canada) and that it has itself been, and will continue to be, 
solely responsible for making its own independent appraisal of and investigation into the 
financial condition, creditworthiness, affairs, status and nature of the Borrower and has not relied 
and will not hereafter rely on the Transferor to appraise or keep under review on its behalf the 
financial condition, creditworthiness, affairs, status or nature of the Borrower. 

8. Each of the Transferor and the Transferee represents and warrants to the Borrower 
and the Guarantors that it has the capacity and power to enter into the Transfer and the 
Assumption in accordance with the terms hereof and to perform its obligations arising therefrom, 
and all action required to authorize the execution and delivery hereof and the performance of 
such obligations has been duly taken. 

9. This Transfer Certificate shall be governed by and construed in accordance with 
the laws of the Province of Ontario, Canada. 

DATED this day of , 200 . 

[TRANSFEROR] 

by 
Name: 
Title: 
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[TRANSFEREE] 

Name: 
Title: 

GRAFTON-FRASER INC. -

by -
Name: 
Title: j~ 
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SCHEDULE 1.1(A) 

LENDERS AND COMMITMENTS 

Naine of Lender Commitment 

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

$21,693,740 

GSO Offshore Multicurrency Facility 
(Luxembourg) S.A.R.L. 

$28,306,260 
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SCHEDULE 1.1(C) 

PERMITTED ENCUMBRANCES 

"Permitted Encumbrances" means the following types of Encumbrances: 

(a) liens in respect of: (i) Taxes, assessments or governmental charges or claims the 
payment of which is not, at the time, overdue and (ii) Taxes, the payment of 
which are being contested in good faith by proper proceedings and for which 
adequate cash reserves are being maintained; 

(b) common law liens of landlords with respect to rights of distress, statutory liens of 
banhs and rights of set-off, statutory liens of carriers, warehousemen, mechanics, 
repairmen, workmen and materialmen, and other liens imposed by law, in each 
case incurred in the ordinary course of business and not involving (i) in any 
individual case an amount in excess of $200,000, or (ii) in the aggregate at any 
time outstanding an amount in excess of $500,000 (in either case to the extent 
such amount is not adequately covered by insurance as to which a solvent and 
unaffiliated insurance company has acknowledged coverage) for amounts not yet 
overdue or for amounts that are overdue and that (in the case of any such amounts 
overdue for a period in excess of five days) are being contested in good faith by 
appropriate proceedings, so long as (1) such reserves or other appropriate 
provisions, if any, as shall be required by generally accepted accounting 
principles as applied in Canada shall have been made for any such contested 
amounts, and (2) in the case of a lien with respect to any portion of the Collateral, 
such contest proceedings conclusively operate to stay the sale of any portion of 
the Collateral on account of such lien; 

(c) liens incurred or deposits made in the ordinary course of business in connection 
with workers' compensation, unemployment insurance and other types of social 
security, or to secure the performance of tenders, statutory obligations, surety and 
appeal bonds, bids, leases, government contracts, trade contracts, performance 
and retum-of-money bonds and other similar obligations (exclusive of obligations 
for the payment of borrowed money), so long as no foreclosure, sale or similar 
proceedings have been commenced with respect to any portion of the Collateral 
on account thereof; 

(d) any attachment or judgment lien not involving (i) in any individual case an 
amount in excess of $250,000, or (ii) in the aggregate at any time outstanding an 
amount in excess of $500,000 (in either case to the extent such amount is not 
adequately covered by insurance as to which a solvent and unaffiliated insurance 
company has acknowledged coverage) so long as the same is being contested 
diligently in good faith by proper proceedings and for which adequate cash 
reserves are being maintained ; 

(e) leases or subleases granted to third parties which do not, individually and in the 
aggregate, interfere in any material respect with the ordinary conduct of the 
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business of the Borrower or any of its subsidiaries or result in a material 
diminution in the value of any of the Collateral; ' 

(Q easements, rights-of-way, restrictions, encroachments, reservations from title, 
zoning and private deed restrictions, site plan agreements, development 
agreements, operating agreements, cross-easement agreements and other defects 
or irregularities in title, in each case which do not and will not, individually and in 
the aggregate, interfere in any material respect with the ordinary conduct of the 
business of the Borrower or any of its subsidiaries or result in a material 
diminution in the value of any of the Collateral; 

(g) any (a) interest or title of a lessor or sublessor under any operating lease in respect 
of which the Borrower or any of its subsidiaries shall be, or become liable 
whether directly or by assignment or as a guarantor or other surety for the 
obligations of die lessee under any such operating lease, to the extent that the 
aggregate annual rental payments of the Borrower and its subsidiaries in respect 
of all such operating leases shall not exceed $250,000, (b) restriction or 
encumbrance that the interest or title of such lessor or sublessor may be subject to, 
or (c) subordination of the interest of the lessee or sublessee under such lease to 
any restriction or encumbrance referred to in the preceding clause (b), so long as 
the holder of such restriction or encumbrance agrees to recognize the rights of 
such lessee or sublessee under such lease; 

(h) liens in favour of customs and revenue authorities arising as a matter of law to 
secure payment of customs duties in connection with the importation of goods; 

(i) any zoning or similar law or right reserved to or vested in any governmental 
office or agency to control or regulate the use of any Real Property; 

(j) liens against owners' or sublessors' interest in any leasehold property used or 
occupied by the Borrower or any of its subsidiaries; 

(k) liens securing obligations (other than obligations representing indebtedness for 
borrowed money) under operating, reciprocal easement or similar agreements 
entered into in the ordinary course of business of the Borrower or any of its 
subsidiaries; 

(1) Permitted Purchase Money Security Interests not exceeding an aggregate of 
$2,500,000 outstanding at any time; 

(m) liens granted to secure the Indebtedness under the Loan Documents, the 
Revolving Credit Facility and the Stonehouse Subordinated Note; 

(n) liens granted in connection with Capital Leases and mortgages on Real Property if 
the Borrower's Consolidated Leverage Ratio is less than 3.25:1.0 on a pro forma 
basis after giving effect to such Capital Lease or mortgage; and 
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Encumbrances arising under agreements with credit card processors of the type 
described in such agreements provided to the Lender prior to the Closing Date 
(i.e. Global Payments agreements). 



SCHEDULE 5.1(G) 
ITEMS NOT TREATED CONSISTENTLY 

For the fiscal year 2009, there will be a required accounting change to cost value of inventory 
and cost of sales. The Borrower's current accounting policy is to value inventory at the lower of 
cost or net realizable value, less normal profit margins. This means that the Borrower will write
down the cost of an inventory unit at fiie time it takes a retail price markdown as opposed to 
when it actually sells the item at the marked down price. The new policy removes the clause 
regarding "normal profit margins". Thus, the Borrower will no longer reflect a charge or write
down on its income statement when it takes a "retail" markdown, unless the retail is marked 
down very close to or below its original cost. The new policy will generally reflect inventory at 
the lower of cost or market, which is consistent with U.S. GAAP. 
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SCHEDULE 5.1(H) 

PERMITTED AFFILIATE TRANSACTIONS 

1. management fees paid to Affiliates of Borrower (not to exceed $600,000 annually); 
2. transaction fees paid to GBMP and its affiliates (not to exceed $1,000,000) 
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SCHEDULE 5.1(i) 

LITIGATION 

Consent agreement dated July 26, 2006 between the Conunissioner of Competition, Grafton-
Fraser Inc. and Glenn Stonehouse registered under section 74.12 of the Competition Act 
(Canada). 

Ton¥: 2329457.8 



SCHEDULE 5.1(x) 

m SURANCE 
Class of Insurance Policy Period Insurer & Policy Limit 

From To 

Property & all Risks 4/1/2009 4/1/2010 Affiliated FM 
Insurance Company 
Policy No. RW065 

Limits: $50,000,000 

Boiler and Machinery 4/1/2009 4/1/2010 Aviva Insurance 
Company of Canada 

Policy No. 81345098 

Limits: $3,550,000 

Commercial General 
Liability 

4/1/2009 4/1/2010 Continental Casualty 
Company 

Policy No. 
MPR2825150 

Bodily Injury and Property Damage 
Liability: $ 1,000,000 

Products & Completed Operations 
Aggregate: $ 1,000,000 

Umbrella Liability 4/1/2009 4/1/2010 Continental Casualty 
Company 

Excess of $1,000,000 
Primary Commercial General 
Liability and Automobile Liability 
Policies: $10,000,000 
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SCHEDULE 5.1(Z) 

CAPITALIZATION AND SUBSIDIARIES 
PART A 

I. Jurisdiction of Organization. Location of Chief Executive Office and Places of 
Business 

Entity 

Grafton-Fraser Inc. 

Gailwood Investments 
Limited 

Jurisdiction of 
Organization 

Ontario 

644562 Ontario Limited Ontario 

720064 Ontario Limited Ontario 

Ontario 

Location of Chief 
Executive Office 

44 Apex Road, 
Toronto, Ontario 

44 Apex Road, 
Toronto, Ontario 

44 Apex Road, 
Toronto, Ontario 

44 Apex Road, 
Toronto, Ontario 

Places of Business 

Ontario, Alberta, 
Saskatchewan, 
Manitoba, British 
Columbia, Nova 
Scotia, New 
Brunswick, Prince 
Edward Island, 
Newfoundland 
None (inactive) 

None (inactive) 

None (inactive) 
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II. Capitalization 

Entity 

Graflon-Fraser Inc. 
(post amalgamation) 

Authorized Capital 

-unlimited number of Class A Common 
Shares 
-unlimited number of Class B Common 
Shares 
-unlimited number of Class C Common 
Shares 
-unlimited number of Class A Preferred 
Shares 
-imlimited number of Class B Preferred 
Shares 

Issued and Outstanding 

- 1,996, 085 Class A Common 
Shares registered in the name 
of 1903 Equity Fund, L.P 

- 17,964,763 Class A 
Preferred Shares registered in 
the name of 1903 Equity Fund, 
L.P 

- 94,915 Class A Common 
Shares registered in the name 
of 1903 Co-Investor, L.P 

- 854,237 Class A Preferred 
Shares registered in the name 
of 1903 Co-Investor, L.P 

- 29,000 Class A Common 
Shares registered in the name 
of HEP North America 
Investments, L.P. 

- 261,000 Class A Preferred 
Shares registered in the name 
of HEP North America 
Investments, L.P. 

- 530,000 Class B Common 
Shares registered in the name 
of Stonehouse Group Inc. 

- 4,770,000 Class B Preferred 
Shares registered in the name 
of Stonehouse Group Inc. 

644562 Ontario Limited 
("644562") 

-registered in the name of Pre-
Amalco GFI 

-unlimited number of shares " -one common share issued and 
outstanding 
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- 6 -

720064 Ontario Limited -unlimited number of common shares common share issued and 
outstanding 

-registered in the name of 

644562 

Gailwood Investments -unlimited number of common shares common shares held by 
Limited Pre-Amalco GFI 

-100 common shares held by 
Dominic 

Bellissimo Fashions Inc. 

in. Description of Accounts 

Grafton-Fraser Inc. 

CIBC Accoimt Account No. Beneficiary 

Pre-authorized cheques 38-23113 Grafton-Fraser Inc. 
Investment/Misc 35-12819 Grafton-Fraser Inc. 
Expenses 38-60515 Grafton-Fraser Inc. 

Sales Receipts 38-60619 Grafton-Fraser Inc. 

Payroll 38-61716 Grafton-Fraser Inc. 

Merchandise Suppliers 38-61910 Grafton-Fraser Inc. 

U.S. Dollar Account 02-69212 Grafton-Fraser Inc. 

PARTE 

(i) Description of Property Owned/Leased 

Rights under the leases and other contracts, software licenses, insurance policies, shares in the 
subsidiaries, shares in a publicly traded portfolio, inventory at the leased stores, the headquarters 
and the warehouse, leasehold improvements at the same, computers and equipment at the same, 
leased and owned vehicles and intellectual property. 
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(iil Material Contracts 

Please see attached. 

riii> Indebtedness 

Indebtedness under the Revolving Credit Facility, the Stonehouse Subordinated Note and the 
Credit Agreement (and not more than $12 million of outstanding Indebtedness under the 
Revolving Credit Facility). 
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SCHEDULE 5.1(BB) 

REAL PROPERTY 

PART A REAL PROPERTY OWNED 
Nil 
PARTE REAL PROPERTY LEASED 

The Borrower is a party to each Leases listed in the table on the attached pages. 
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SCHEDULE 12.12 
DISQUALIFIED LENDERS 

Nil 
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FIRST AMENDMENT TO TJgE AMENDED AND RESTATED CREDIT AGREEMENT 

(SRAFTON-FRASER INC., 
AS BORROWER 

- a n d -

THE GUARANTORS THAT MAY BECOME FROM TIME TO TIME 
PARTIES HERETO 

- a n d -

OFS AGENCY SERVICES, LLC, 
as Servicing Agent 

- a n d -

BTB CP HOLDINGS LP, 
as Administrative Agent and 

Lead Arranger 

-and -

THE LENDERS FROM TIME TO TIME 
PARTIES HERETO 

Credit Agreement 
Made as of May 24, 2007, as amended and 
restated as of September 10,2008 and as 
fiirther amended and restated as of June 
16i 2009 and further ajdnended as of April 

12,2010 



B E T W E E N :  

GIUFTON-FIM^m ÏNC., 
a coiporation amalgamated, under the laws of the Province 

of Ontarib, as horrower 

(hereinafter'referred to as thé "Borrower")^ 

. - and-

THE GUARANTORS THAT MAY BECOME FROM 
TIME TO TIME PARTIES HERETO, 

(hereinaifterref^ed to as the "Guarantors"), 

- and-

THE EENDERS FROM TIME TO TIME PARTIES 
HERETO, 

(hereinafter referred to as the "Lenders"), 

- and-

OFS AGENCY SERVICES^ LLC, 
a limited liability company formed under the laws of the 

State of Delawarej as Servicing Agent for die 
Lenders 

(hereinafter referred to as the "Servicing Agent") 

BT0 CP HOLDINGS LP, 
a limited p^ership formed under the laws of tiae State of 

Delaware, as Administrative Agent and Lead 
Arranger (formerly hnown as GSO Capital Partners 
LP and GSO CP Holdings LP), 

(hereinafter referred to in its own capacity as "GSO LP" 
and in its capacity as administrative ^ent on behalf 
of the Lenders, as the "Administrative Agent"), 



WHEREAS GF Acqiaisition' Coip.j the predecessor by amalgamation to the 
Borrower, ^d GSp Special Situations Fimd. LP were partie? to a credit a^e^ent dated as. of 
May 24, 2Ô07 with the gu^aiitors that may become from time to tune parties tlietéto and the 
lenders that may become from time to time parties thereto (the "Original Credit Agreement"); 

AND WHEREAS the original lenders party to" the Origmal Credit A^eement 
subsequently assigned their Participations (as such term is hereinafter defined) in the aggregate 
Outstanding Advance (as such term is hereinafter defined) to the Lenders; 

AND WHEREAS' on September 10, 200S, GSO Special Situations Fund LP 
resigned as: adminisfrative agent and lead aixanger under the Original Credit Agreement and 
BTD CP Holdings (formerly know as GSO Capital Partners LP and- GSO CP Holdbigs LP) was 
appointed to such positions; 

AND WHEREAS on September 10, 2008^ OFS Agency Sei^çèSj LLC was 
appointed, the Servicing Agent. Md-agreed to assume certain responsibilities previously \mder the 
responsibility of the administrative agent; 

AND WHEREAS on September 10, 2008, thé parties entered into an. amended 
and restated credit agreement to reflect the resignation and appointments referred to above and 
certain other amendments set forth therein; 

AND WHEREAS on June 16, 2009, the parties entered into a fiirther amraîdéd 
and restated credit agreement (the "Existing Credit Agreement") to, among other: things, amend 
certain covenants of die Borrower Set forth in the Existing Credit Agreement and the interest rate 
payable on flre advaiice; 

NOW THEREFORE the parties hereto, agree as follows: 

ARTICLE 1 
INTERPRETATION 

1.1 All capitalized terms used herein aird not otherwise defined herein shall have the 
meaning ascribed in the Existing Credit Agreement. 

ARTICLE! 
' AIVIENDMENTS 

2,1 Article 1 of the Existing Credit Agreement is hereby amended as follows: . 

(a) by deleting tire following m the definition of "EBITDA" (section à) immediately 
after "(iU) for purposes of any determination hereunder for and including all 
periods commencing on the beginning of fiscal 2009 to the fiscal period ending 
July 31,2010, Termination and Discontinued Store Costs": 



'^ot to exceed $5^0,000 in the aggregate;" 

(b) and by adding the following in the definition of "EBITDA" (section a) 
immediately after "(iii) for pmposes of any determination heremider for and 
including all periods commencing, on the beginning of fiscal 200.9 to the fiscal 
period ending July 31 ,-2010, Termination and Discontinued Store Costs": 

"and (iv) previously agreed upon consulting-fees and related expenses incurred in 
2009 as part of die Grayson consulting project not to exceed $186,000." 

ARTÏGLE 3 
CONSENT 

3.1 The parties hereto hereby consent to the assignment by BTD CP Holding LP of all 
of its rights and obligations as Administrative Agent to GSO Capital Partners LP. 

ARTICLE 4 
MISCELLANEOUS 

4*1 The Borrower hereby respresents and warrant to the Lenders and the Agents that 
(a) iall consents, approvals and authorizations, "necessary for the Borrower's 
execution,, delivery and performance of this Amendmènt have been obtained and 
(b) hereby reaffirms the representations and warranties set forth in the Existing 
Credit . Agreement as of the date hereof (except to the extent such representation 
or warranty expressly relates to an earlier date). 

4.2 This Amendment is made in amendment and modification of, but not in 
extinguishment of, the obligations set forth in the Existing Credit Agréement and, 
except as specifically modified pursuant to the terms hereof, the ternis and 
cottfitions of the Éxisfing Credit Agreement remain in full force aiid effect. 
Nothirig- herein shall limit in- any way the ri^ts and. remedies of the Lenders 
under the Existing Credit Agreement. The execution, delivery and performance 
by tlie pairies hereto does not in any way constitute a waiver, forbearance or pther 
indulgence with respect to any default or event of default under the Existing 
Credit Agreement. 

4.3 This Amemhnent may be executed by the parties in separate counterparts (by 
original or otherwise) each of wliich when so executed and delivered shall be an 
original, but all of which, when taken together, shall togetlier constitute one and 
the same instrument. 
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IK WITNESS WHEREOF the parties hereto have executed this Agreement. 

GRAFTQN^FEASERINC, AS 
BOjRfeo\VER 

by 

Name: Briaii Reel 

Title: Chief Financial Officer 

BTD CP HOL0INOS LP, AS 
ADMINISTRATIVE AGENT AND 
LEAD ARRANGER 

BY: BTDpcÉ^R»^neral Partner 

Nânie: George Fail 

Title:.., Authorized Signatory 

by 
Name: 

Title: 

Address: 

280 Park Avenue 
11th Floor, Building East 
New York, New York, 10017 

GSO DOMESTIC CAPITAL FUNDING 
(LUXEMBOURG) S.AD.L., AS 
LENDER 

BY: GSO CAPITAL PARTNERS LP, 
ITS COLLATERAL MANAGER 



Address: 

280 Park Av^ue 
nth Flpbr, Building East 
New York, New York, 10D17 

GSO OFFSHORE 
MULTICURRENCY FACILITY 
(LUXEMBOURG) S.A.R.L., AS 
LENDER 

BY: GSO CAPITAL PARTNERS LP, 
ITS PORTFOLIO MANAGER 

OFS AGENCY SERVICES, LLC, AS 
SERVICING AGENT 

BY: ORCHARD FIRST SOURCE 
CAPITAL, INC., ITS 
ATTORNEY IN FACT 

by 

Name: 

Title: 





SECOND AMENDMENT TO THE AMENDED AND RESTATED CREDIT 
AGREEMENT 

GRAFTON-FRASER INC., 
As Borrower 

- and -

THE GUARANTORS THAT MAY BECOME FROM TIME TO TIME 
PARTIES HERETO 

- and -

OFS AGENCY SERVICES, LLC, 
as Servicing Agent 

- and -

GSO CAPITAL PARTNERS LP 
as Administrative Agent and 

Lead Arranger 

- and -

THE LENDERS FROM TIME TO TIME 
PARTIES HERETO 

Credit Agreement 
made as of May 24,2007, as amended and 
restated as of September 10, 2008 and as 
further amended and restated as of June 

16,2009, April 12, 2010 and June 11, 2010 



B E T W E E N :  

GRAFTON-FRASER INC., 
a corporation amalgamated under the laws of the Province 

of Ontario, as borrower 

(hereinafter referred to as the "Borrower"), 

, - and -

THE GUARANTORS THAT MAY BECOME FROM 
TIME TO TIME PARTIES HERETO, 

(hereinafter referred to as the "Guarantors"), 

- and -

THE LENDERS FROM TIME TO TIME PARTIES 
HERETO, 

(hereinafter referred to as the "Lenders"), 

- and -

OFS AGENCY SERVICES, LLC, 
a limited liability company formed under the laws 
of the State of Delaware, as Servicing Agent for the 
Lenders 

(hereinafter referred to as the "Servicing Agent") 

GSO CAPITAL PARTNERS LP, 
a limited partnership formed under the laws of the State of 

Delaware, as Administrative Agent and Lead 
Arranger, 

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



WHEREAS on September 10, 2008, the parties to this Amendment amended and 
restated the credit agreement originally made by and among GF Acquisition Corp., (a 
predecessor of the Borrower), and.GSO Special Situations Fund LP, as administrative agent and 
certain guarantors party thereto dated as of May 24, 2007 (the "Original Credit Agreement") 
such that GSO Special Situations Fund LP resigned as and was replaced as administrative agent 
and lead arranger by BTD CP Holdings, and OFS Agency Services, LLC was appointed as 
Servicing Agent; 

AND WHEREAS on each of June 16, 2009, and on April 12, 2010 the parties to 
this Amendment made fiirther amendments to the Original Credit Agreement to amend certain 
covenants of the Borrower set forth in the Original Credit Agreement, the interest rate payable on 
the advance, certain changes to the definitions of the Original Credit Agreement, and the Lenders 
thereunder consented to the assignment by BTD CP Holdings of its rights and obligations to 
GSO Capital Partners LP (the Original Credit Agreement and all such amendments collectively 
referred to herein as the "Existing Credit Agreement"); 

AND WHEREAS the parties now wish to amend the Existing Credit Agreement 
to amend certain definitions, terms and conditions in connection with a capital reorganization 
and repayment of indebtedness; 

NOW THEREFORE the parties hereto agree as follows: 

ARTICLE 1 
INTERPRETATION 

1.1 Capitalized Terms 

All capitalized terms used herein and not otherwise defined herein shall have the 
meaning ascribed in the Existing Credit Agreement and the term "Effective Date" has the 
meaning given to that term in Section 3.1 of this Amendment. 

All dollar amounts referred to in this Amendment are denominated in Canadian 
(CAD) currency. 

1.2 Incorporation into Existing Credit Agreement 

The Existing Credit Agreement and this Amendment shall henceforth be read 
together and shall have the effect as if all the provisions of such agreements were contained in 
one agreement (the Existing Credit Agreement, as amended by this amendment, the "Amended 
Credit Agreement"). 



ARTICLE 2 
ALMENDMENTS 

2.1 Amendments to Section 1.1 - Definitions 

On and after the Effective Date, Section 1.1 of the Existing Credit Agreement is 
hereby amended by inserting the following defmition immediately after the definition of 
Management Fees: 

Master Framework Agreement means the agreement made on June IL 2010 
between 1903 Co-Investor, L.P., 1903 Equity Fund, L.P., GB Merchant Partners, 
LLC, HEP North America Investments, L.P., Stonehouse Group, Inc., Glenn 
Stonehouse and Grafton-Fraser Inc. that contemplates: (i) a new CAD $7.0 
million equity investment in Grafton-Fraser Inc. by the Borrower's existing 
shareholders in the form of preferred stock; and (ii) the purchase and cancellation 
of the Stonehouse-Subordinated Note. 

On and after the Effective Date, the definition of EBITDA in Section 1.1 of the 
Existing Credit Agreement is hereby amended and restated as follows: 

"EBITDA" means, for the Borrower on a consolidated basis and for any period, 
without duplication, the amount equal to Net Income less interest income, income 
tax recoveries and any non-cash income included in Net Income and: 

(a) plus, to the extent deducted from Net Income, and without duplication, (i) interest 
expense, income tax expenses, depreciation expense, amortization expense and 
other non-cash expenses (including any non-cash straight line rent adjustments); 
(ii) up to $300,000 per annum of Management Fees paid or accrued by the 
Borrower to GB Merchant Partners LLC, (iii) for purposes of any determination 
hereunder for and including all periods commencing on the beginning of fiscal 
2009 to the fiscal period ending on January 28, 2012, Termination and 
Discontinued Store Costs (which for the avoidance of doubt shall include store-
related severance, lease termination costs and cash losses from discontinued 
stores); (iv) previously agreed upon consulting fees and related expenses incurred 
in 2009 as part of the Grayson consulting project not to exceed $186,000; (v) 
salary compensation and related benefits paid to Glenn Stonehouse and 
Stonehouse Group, Inc. in 2009 and 2010 in connection with his role as Chief 
Executive Officer of Grafton-Fraser, Inc. upon the effectiveness of his 
resignation; (vi) non-store, executive severance incurred in 2009, 2010 and 2011, 
not to exceed $600,000 on a trailing twelve month basis; (vii) third-party 
management consultant fees incurred in the fiscal year ended January 29, 2011 
and the fiscal year ended January 28, 2012 , not to exceed $400,000 on a trailing 
twelve month basis; (viii) reasonable legal fees and other expenses incurred in 
connection with the Master Framework Agreement, this Amendment and any 
related documentation in connection therewith; 

(b) less, to the extent added to Net Income, and without duplication, year-end 
accounting adjustments done in accordance with GAAP; 



provided that foreign exchange gains or losses, including gains or losses on the 
disposition of assets outside the ordinary course of business and restructuring 
charges, shall not be included in EBITDA. 

On and after the Effective Date, the definition of Maturity Date in Section 1.1 of the 
Existing Credit Agreement is hereby amended and restated as follows: 

"Maturity Date" means November 2,2013. 

On and after the Effective Date, the definition of Cumulative Free Cash Flow in Section 
1.1 of the Existing Credit Agreement is hereby amended and restated as follows: 

"Cumulative Free Cash Flow" means, at any date, pre-tax income for the prior 
fiscal year (determined in accordance with GAAP Net Income plus income tax expenses) 
pluSi to the extent deducted from pre-tax income, and without duplication, (i) non-cash 
interest expense, depreciation expense, amortization expense and other non-cash 
expenses (including any non-cash straight line rent adjustments), less (ii) Capital 
Expenditures and cash Taxes actually paid by the Borrower or any Subsidiary of the 
Borrower during each of the Borrower's fiscal years. 

2.2 Amendments to The Facilitv CArticle 2) 

On and after the Effective Date, Section 2.8 of the Existing Credit Agreement is hereby 
amended by inserting the following clause immediately after clause (d): 

(e) Notwithstanding the requirement for a payment on or before April 15,2011, as 
set out in Section 2.8(b)(ii) above, in connection with the fiscal year ended 

' January 29, 2011, a portion of the outstanding advance equal to 25% of 
Cumulative Free Cash Flow, calculated as of the last day of the immediately 
preceding fiscal year of the Borrower, shall become due and payable and the 
Borrower shall prepay such amount at a redemption price equal to 100% of such 
portion. 

2.3 Amendments to Covenants fArticle 61 

On and after the Effective Date, Section 6.1(a)- Financial Reporting in the Existing Credit 
Agreement is hereby amended by deleting the number "105" in the fourth line of section (iii) 
thereof and replacing it with the number "135". 

On and after the Effective Date, Section 6.2(g)(ii) and Section 6.2(g)(iii) - Limitations on 
Capital Expenditures in the Existing Credit Agreement are hereby deleted and replaced as 
follows: 

(ii) for the year ended January 29,2011, $3.00 million; and 

(iii) for each of the years ended January 28, 2012 , January 26, 2013 and January 
25,2014, $4.00 million. 



On and after the Effective Date, Section 6.3 - Financial Covenants, is hereby amended and 
restated as follows: 

The Borrower covenants and agrees with the Administrative Agent and the 
Lenders that, unless the Administrative Agent and the Required Lenders 
otherwise consent in writing, so long as any Obligation hereunder or under the 
other Loan Documents remains outstanding, the Borrower and any Guarantor: (a) 
shall not, as of each fiscal quarter end of the Borrower set forth below, permit the 
LTM EBITDA to be less than the amount set forth below: 

For the Fiscal Ouarter Ended on or About: Minimum LTM EBITDA: 

January 30, 2010 (Q4) $9.75 million 

May 1,2010 (Ql) $9.75 million 

July 31, 2010 (Q2) $9.75 million 

October 30, 2010 (Q3) $9.75 million 

January 29, 2011 (Q4) $10.0 million 

April 30,2011 (Q1) $10.0 million 

July 30,2011 (Q2) $10.5 million 

October 29, 2011 (Q3) $10.5 million 

January 28, 2012 (Q4) $11.0 million 

April 28, 2012 (Ql) $11.0 million 

All fiscal quarters ending from and including 
July 28,2012 to the Maturity Date 

$11.5 million 

(b) shall not, as of each fiscal quarter end set forth below, permit the Consolidated 
Leverage Ratio to exceed the ratio set forth below: 

For the Fiscal Ouarter Ended on or About: Consolidated Leveraee Ratio: 

January 30, 2010 (Q4) 5.85x 

May 1,2010 (Ql) 5.85x 

July 31, 2010 (Q2) 5.65x 



October 30, 2010 (Q3) 5.65X 

January 29, 2011 (Q4) 5.15X , 

April 30,2011 (Ql) 5.25X 

July 30,2011 (Q2) 4.95X 

October 29,2011 (Q3) 4.95x 

January 28,2012 (Q4) 4.75X 

April28, 2012 (Ql) 4.75X 

July 28, 2012 (Q2) 4.70x 

October 27,2012 (Q3) 4.70x 

All fiscal quarters ending from and including 
January 26,2013 to the Maturity Date 

4.60x 

(c) For the purposes of the calculation of Senior Indebtedness and Consolidated 
Leverage Ratio under this Section 6.3, Indebtedness under the Revolving Credit 
Facility shall be the average daily revolver balance for the 90 day period' 
immediately prior to the date of determination of the financial covenants. 

For the fiscal quarters ended May 2010 and July 2010 set out in Section 6.3(b) above, the 
leverage test will be calculated after giving full effect to any reduction of Senior Indebtedness 
made with new equity capital fi*om existing shareholders as contemplated in Section 3.1 of the 
Amendment made as of June 11, 2010. 

ARTICLE 3 
CONDITIONS PRECEDENT 

3.1 Conditions to Effectiveness 

This Amendment shall become effective upon the satisfaction of the following conditions 
precedent by the Borrower (the date on which such satisfaction occurs, the "Effective Date"); 

(a) the Administrative Agent shall have received this Amendment duly executed and 
delivered by the Administrative Agent, the Lenders, the Borrower and the 
Servicing Agent; 

(b) the representations and warranties set forth in Section 5.1 of the Existing Credit 
Agreement shall be true and correct as of the Effective Date of this Amendment 
(except to the extent such representation or warranty expressly relates to an earlier 
date); 



(C) no Default or Event of Default shall be in existence or would occur after giving 
effect to any of the transactions contemplated hereby; 

(d) all of the closing conditions of the Master Framework Agreement dated June 11, 
2010 (the "Master Framework Agreement") shall have been satisfied or waived 
by the applicable parties thereto, including the delivery and surrender of the 
Stonehouse Subordinated Note to the Company for cancellation and the 
termination of the Subordination Agreement, the Subordination Amendment 
Agreement, the Stonehouse General Security Agreement dated as of May 24, 
2007 between Stonehouse Holdco and GF Acquisition Corp. and related' 
confirmation and agreement given by the Borrower to Stonehouse Holdco on May 
24, 2007 (the "Stonehouse GSA") and the discharge of any personal property 
security registrations made in respect thereof; 

(e) in accordance with the Master Framework Agreement, the Borrower's existing 
shareholders shall have made an equity investment of $7,000,000.00 in the 
Company, of which $5,500,000.00 of the proceeds thereof shall have been paid to 
the Servicing Agent, for the account of the Lenders to reduce the outstanding 
borrowings under the Existing Credit Facility, and of which at least $1,200,000.00 
of the proceeds thereof shall have been used to repay outstanding borrowings 
owed to the Revolving Lender; 

(f) any legal expenses incurred in connection with the Master Framework Agreement 
or this Amendment shall have been paid; 

(g) GP Merchant Partners LP shall have confirmed to the Borrower in writing that it 
has written off and forgiven all Management Fees previously accrued that were 
unpaid as of the date hereof; and 

(h) the • Administrative Agent shall have received such additional evidence, 
documents or undertakings as the Lenders may reasonably request to confirm the 
consummation of the transactions contemplated in the Master Framework 
Agreement. 

ARTICLE 4 

EXTINGUISHMENT OF OUTSTANDING DEBT AND THE STONEHOUSE 
SUBORDINATEP NOTE 

4.1 Extinguishment of aggregate outstanding advance to the Lender 

On and after the Effective Date, the Lender agrees that if each of the conditions in 
Section 3.1 are met, it will permanently reduce the aggregate amount of the Borrower's 
outstanding Advance to the Lender in an additional amount equal to $638.30 for every multiple 
of $10,000.00 of proceeds it receives from the Borrower as a result of the equity investment 
contemplated in the Master Framework Agreement and in Section 3.1(d) above. For the 
avoidance of doubt, this discount and extinguishment of debt will be available to the Borrower 
only on the Effective Date and only as it relates to any proceeds received as a result of the equity 



investment described in Section 3.1(d). As of the Effective Date, the aggregate amount of the 
Borrower's outstanding Advance (include accrued but unpaid interest) is $44,185,643.88 and 
after giving effect to the equity investment and subsequent repayments described in Section 
3.1(d), the aggregate amount of the Borrower's outstanding Advance will be $38,334,578.88. 

4.2 Extinguishment of the Stonehouse Subordinated Note 

On and after the Effective Date, each of the Stonehouse Subordinated Note, the 
Subordination Agreement, the Subordination Amendment Agreement, and the Stonehouse GSA 
and any other documents executed in connection therewith shall be terminated and of no further 
force and effect and any obligations described therein shall be demed to be repaid in full, 
performed or extinguished. 

ARTICLE 5 
MISCELLANEOUS 

5.1 Representations and Warranties 

On and after the Effective Date, the Borrower hereby represents and warrant to the 
Lenders and the Administrative Agent and the Servicing Agent that (a) all consents, approvals 
and authorizations necessaiy for the Borrower's execution, delivery and performance of this 
Amendment have been obtained; (b) the execution and delivery of this Amendment are within its 
corporate power, have been duly authorized by all necessary corporate action, and do not and 
will not contravene or conflict with any provision of law applicable to it, the certificate of 
incorporation, by-laws or other applicable organizational documents it; (c) this Amendment is a 
legal, valid and binding obligation of it, enforceable against it in accordance with their terms, 
except as enforceability thereof may be limited by applicable bankruptcy, insolvency, 
moratorium and other laws relating to the enforcement of creditors' rights and by general 
principles of equity, whether considered at law or in equity; and (d) No Default or Event of 
Default has occurred and is existing or will occur after giving effect to the transactions 
contemplated by this Amendment. 

5.2 Consent and Acknowledgement Regarding Master Framework 
Agreement Transactions 

On and after the Effective Date, the Administrative Agent, the Servicing Agent and the 
Lenders hereby consent to the transactions contemplated in the Master Framework Agreement, 
including the purchase and cancellation of the Stonehouse Subordinated Note and the issuance 
and sale of Purchased Shares to the Purchasers (as such term is defined in the Master Framework 
Agreement) (the "Master Framework Agreement Transactions") and acknowledge notice of 
the Master Framework Agreement Transactions in accordance with Si6.1(i)(ix). 

5.3 No other Amendments. Waivers or Consents 

On and after the Effective Date, this Amendment is made in amendment and modification 
of, but not in extinguishment of, the obligations set forth in the Existing Credit Agreement and, 
except as specifically modified pursuant to the terms hereof, the terms and conditions of the 
Existing Credit Agreement remain in full force and effect now and following the transactions 



contemplated by this Amendment. Nothing herein shall limit in any way the rights and remedies 
of the Lenders under the Existing Credit Agreement. Except as provided herein, the execution, 
delivery and performance by the parties hereto does not in any way constitute a waiver of, 
consent to, modification of, forbearance of or other indulgence with respect to any term or 
condition under the Existing Credit Agreement and shall not be deemed to prejudice any right or 
rights which Agent or Lenders may now have or may have in the future under or in connection 
with the Existing Credit Agreement. 

5.4 Governing Law 

This Amendment is a contract made under and shall be governed by and construed in 
accordance with the laws of the Province of Ontario and the federal laws of Canada applicable 
therein. 

5.5 Loan Document 

This Amendment constitutes a Loan Document. 

5.6 Counterparts 

This Amendment may be executed by the parties in separate counterparts (by original or 
otherwise) each of which when so executed and delivered shall be an original, but all of which, 
when taken together, shall together constitute one and the same instrument. 



IN WITNESS WHEREOF the parties hereto have executed this Amendment. 

GRAFTON-FRASER INC., as Borrower 

By 

Name: 

Title: 

GSO CAPITAL PARTNERS LP, as 
Administrative Agent and Lead 
Arranger 

by 

Name: 

Title; 

by 
Name: 
Title: 

Address: 

280 Park Avenue 
1 Ith Floor, Building East 
New York, New York, 10017 

by 

Name: 

GSO DOMESTIC CAPITAL FUNDING 
(LUXEMBOURG) S.A.R.L., as Lender 

By: GSO Capital Partners LP, its 
collateral manager 

Title: 



Address: GSO OFFSHORE 
MULTICURRENCY FACILITY 

280 Park Avenue (LUXEMBOURG) S.A.R.L., as Lender 
11th Floor, Building East 
New York, New York, 10017 By: GSO Capital Partners LP, its 

portfolio manager 

by 

Name: 

Title: 

OFS AGENCY SERVICES, LLC, as 
Servicing Agent 

By: Orchard First Source Capital, Inc., 
its attorney in fact 

by 

Name: 

Title: 





THIRD AMENDMENT TO THE AMENDED AND RESTATED CREDIT AGREEMENT 

GRAFTON-FRASERINC, 
As Borrower 

- a n d -

THE GUARANTORS THAT MAY BECOME FROM TIME TO TIME 
PARTIES HERETO 

- and -

OFS AGENCY SERVICES, LLC, 
as Servicing Agent 

-and -

GSO CAPITAL PARTNERS LP 
as Administrative Agent and 

Lead Arranger 

- and •- , 

THE LENDERS FROM TIME TO TIME 
PARTIES HERETO 

Credit Agreement 
made as of May 24,2007, as amended and 
restated as of September 10,2008 and as 
further amended and restated as of June 

16,2009, April 12,2010, June 11,2010 and 
March 18,2011 



B E T W E E N :  

GRAFTON-FRASER INC., 
a corporation amalgamated under the laws of the Province 

of Ontario, as borrower 

(hereinafter referred to as the "Borrower"), 

- and-

THE GUARANTOEtS THAT MAY BECOME FROM 
TIME TO TIME PARTIES HERETO, 

(hereinafter referred to as the "Guarantors"), 

- and-

THE LENDERS FROM TIME TO TIME PARTIES 
HERETO, 

(hereinafter referred to as the "Lenders"), 

- and-

OFS AGENCY SERVICES, LLC, 
a limited liability company formed under the laws 
of the State of Delaware, as Servicing Agent for the 
Lenders 

(hereinafter referred to as the "Servicing Agent") 

GSO CAPITAL PARTNERS LP, 
a limited partnership formed under the laws of the State of 

Delaware, as Administrative Agent and Lead 
Arranger, 

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



WHEREAS on September 10,2008, the parties to this Amendment amended and 
restated the credit agreement originally made by and among GF Acquisition Corp., (a 
predecessor of the Borrower), and GSO Special Situations Fimd LP, as administrative agent and 
certain guarantor party thereto dated as of May 24, 2007 (the "Original Credit Agreement") 
such that GSO Special Situations Fund LP resigned as and was replaced as administrative agent 
and lead arranger by BTD CP Holdings, and OFS Agency Services, LLC was appointed as 
Servicing Agent; 

AND WHEREAS on each of June 16,2009, April 12,2010 and on June 11, 2010 
the parties to this Amendment made further amendments to the Original Credit Agreement to 
amend certain covenants of the Borrower set forth in the Original Credit Agreement, the interest 
rate payable on the Avance as well as certain changes to the definitions, terms and conditions in 
connection with a capital reorganization and repayment of indebtedness on June 11, 2010, and 
the Lenders thereunder consented to the assignment by BTD CP Holdings of its rights and 
obligations to GSO Capital Partners LP (the Original Credit Agreement and all such amendments 
collectively referred to herein as the "Existing Credit Agreement"); 

AND WHEREAS the parties now wish to amend the Existing Credit Agreement 
to further amend certain definitions; 

NOW THEREFORE the parties hereto agree as follows: 

ARTICLE 1 
INTERPRETATION 

1.1 Capitalized Terms 

All capitalized terms used herein and not otherwise defined herein shall have the 
meaning ascribed in the Existing Credit Agreement, 

All dollar amounts referred to in this Amendment are denominated in Canadian 
(CAD) currency. 

ARTICLE 2 
AMENDMENTS 

2.1 Amendments to Section 1.1 - Deflnifions 

The definition of EBITDA in Section l.l of the Existing Credit Agreement is hereby 
further amended as follows: 

In Section 1.1 (vi) "non-store, executive severance incurred in 2009, 2010 and 
2011, not to exceed $600,000 on a trailing twelve month basis;" shall be replaced 



with "non-store, executive severance incurred in 2009, 2010 and 2011, not to 
exceed $1,200,000 on a trailing twelve month basis;" 

In Section 1.1 (vii) "third-party management consultant fees incurred in the fiscal 
year ended January 29, 2011 and the fiscal year ended January 28, 2012 , not to 
exceed $400,000 on a trailing twelve month basis;" shall be replaced with "third-
party management consultant fees incurred in the fiscal year ended January 29, 
2011 and the fiscal year ended January 28, 2012 , not to exceed $800,000 on a 
trailing twelve month basis;" 



IN WITNESS WHEREOF the parties hereto have executed this Amendment. 

GRAFTON-FRASER INC., as Borrower 
A 

By 

Name: 

Title: 

GSO CAPITAL PARTNERS LP, as 
Administrative Agent and Lead 
Arranger 

by 

Name: Marisa fJ. Be 

by 

Title: Authorized /Signatory 

Name: 
Title: 

Address: 

280 Park Avenue 
11th Floor, Building East 
New York, New York, 10017 

GSO DOMESTIC CAPITAL FUNDING 
(LUXEMBOURG) S.A.R.L., as Lender 

By: GSO Capital Partners LP, its 
collateral manager 

by 

Title: Authorize 



Address: 

280 Park Avenue 
11th Floor, Building East 
New York, New York, 10017 

GSO OFFSHORE 
MULTICURRENCY FACILITY 
(LUXEMBOURG) S.A.R.L., as Lender 

By; GSO Capital Partners LP, its 
portfolio manager 

OFS AGENCY SERVICES, LLC, as 
Servicing Agent 

By: Orchard First Source Capital, Inc., 
its attorney in fact 

by 

Name: 

Title: 





FOURTH AMENDMENT TO THE AIVEENPED AM> RESTATED CREDIT 
•Amjmimr 

GRAFTON-FRASER INC., 
As Borrower' 

rand--

THE GUARANTORS THAT MAY BECDSIE EROM TÏME TO TIME 
PARTIES HERETO 

- and -

OF'S. AGENCY SERyiCESi ÉLC, 
as Sèridcmg:Agent 

-and -

GSO CAPITAL PARtNERS LP 
as Administratwe Agent and 

Lead Arranger 

- a n d '  

THE LENDERS FROM TIME TO TIME 
PARTIES HERETO 

Credit Agtëejnenf 
Made as of May 24j 2O07> as amèndêd and 
restatedas of September 10,20Q8 and as 
further amended and restated as of June 
16,2009 and furth er amended as of April 
12,2010, June 11,2010, March 18,2011 

and DèGembër 31,2012 

Mtl#: 2010602.2 



B E T W E & N :  

GRAF^(M^ïr&ÀiSÉR MCv, à, e^otatioû amalgamated 
under Ûié laws of ÏÈte Provinçe of On^Oj as borrower 

(her-emaiftér refenëdtd as thé "Bdrrowcr")j 

- a n d -

THE GUARAJNTORS THAT ARE PARTXES TO THE 
EiXISTiNG GREDrr AGREEMENT (AS DEFINED 
BÉEÔW)^ 

(béfeinaftèr referired to às.thê "Gtiarantoris"), 

•-aiïd-

TiËE LENDERS THAT ARE PARlnÉS TQ THE 
EXISXING GÏGEDÎT AGREEMENT (AS DEFINED 
i3EL6%. 

(hereinafter .refeired to; as the "Lenders"), 

- and -

OFS AGÈNGY SERVICES:, LLC, a limited Uability 
company formed under the laws of the State of Delaware, 
as SeiViCing Agent for the Lenders 

(hereinafter ref^red to as the "Servicing Agent") 

-axid-

GSO .CAPITAL PARTf^RS, LP, a- limited partnei-ship 
forme.il under, the laws of fee Sfete of Delaware, as 
Adhïifïisfràtiye Agent and Lead Arranger, 

(hereinafter referred to in its, Q.wn capacity as "GSO. LP" 
and in its capacity as adrainistradve agent on behalf of the 
LenderSj as the "Administrative Agent"), 

MU#i2010602.2 



GF AequjEsMon. .Coip;.s pred:eces5or by amaî^^iitioiï to tho' 
BQiiowerj, âiid GS,p Spçpiàl. Sjtbâtioïè:,F«à^ to: a daîêd âà of 
May 24^^ 2007 witk^è. ̂ arântbriS that May becoMe fréM: timé to tibiè parfe thereto- aiicl'thé 
lenderS'Ôi^-may become froM'dMe to ̂ e::pajiies.%ereto (|he ""Orig^nai &edrf:AigreieMejif')i 

WHEKl;A.S"tHe;. ongiûa^ lenders ï>^^- tp the .Cf^if Agtêemeht 
.subsei(i]àé£itly assi^ed their Partibipaïionà Çàs/suéh lërm îs hereinafter: defesdj in die.ag^egate 
Ontstatiding Advance Caâ suchtefM ishérèihaftdc-define Lèhdè^; 

AND WHEREAS on SépteMte Î0>- 200Si GSO. Spédal- Situations- Ftmd LP 
resigned, as administrative agent and lead arranger under die Original Credit- Agreement and 
BTD CP Holdïîigs ̂ ibrrii.erly htioW àS GSO Capital Partners' LP ând GSO. CP Holdings LP) was^ 
appointed to such-positions; 

AjNH WroM-AS on September 10, SQOS, OPS Ageney Services,. LLÇ was; 
appointed die S^^cingi Al^t ahd-dgfeed'td âSSlMie ceitaih respOnsibm^^ 
responsibility of the adminiferfive agent; 

AlVH WHEREAS oil September 10.^ 2008; the parties' entered into an amended 
arid restated: credit ^eement .to-reifeet die resi^ation and appointments referred to above and 
certain other amendments set-forth therein; 

AN»' WHEREAS-On June Id, 20Q9, April I2y 2010^ June 11, 2010 and-March 
18, 2011 the parties to this Amendment made fhrther amendments to the amended and restated 
credit agreement to,.,among other things," amend certain: coyenailts of the^ Borrower set forth in-
the Original Crédit Agreement, the- interest rate payable on the advance and make certain 
changes-to the définitions, .terms and condtfipns in .connection, with the t^italrépfgahmtiôn and 
repayment of incfebteifeess on Jimê li j 2"0i0j and the Lenders diereundèf consented to the 
assignment by CP ;Holdings of its rij^ts and obligations to GSO, Capital Partner LP' (thé 
Origin^ Cfedit A^eèment and all such aïneiïdîneïïfs collectively- refeifed.to herein as the 
' 'Existing Credit A^eetoeut"); 

AND WHEREAS the parties now wish.to. ainend' the Exisfirig Credit Agreement 
to amend certain definitions^, tetms and conditions in connection with a repayment of 
indebtedness; 

NO W THEREFORE thé parties hereto agree as follows : 

ARTICLE! 
INTERPRETATION 

Li Capitalized Terms 

All capitalized terms used herein and not- .otherwi'se defined herein shall have the. 
meamng ascribed in. the Existing Credit Agreement 

Mil#:20lO6O2;2 



AMÉM)ME1NT'S 

Améndmenfe to,Definitions (SecfionlJ^ 

Tba die^b^qn: of Date" ia Section î.l of tife È^stiiig. GJredit 
À^ement is hereby amended % phan^ng "MQvember, 2,2013'' to "November 3, 
2014» 

Amêridtoénts fd-Fàcilitv (Aiiicïe 2^ 

Sedibii l8,of die. Existing;Credit Agreement is hereby amended by inserting the 
foUovving, oïàûsè" iirimediatëly afSer clause (e) in Section 2.8 - Mandatory 
Prepayments;. 

"(f) Nonyithstanding. Section .2.8(b)(ii) afopyej n portion of the outstanding 
Adyarice equal to 50% of the Cumulative jFree Cash. Flow for the fiscal year 
ended February 2, 2013^ calcuiated as of such date, shall not become due and 
payâbîé on. Aprfi. t5i,;20B*:àndthê;.Bpmow^ riot be required to' such amount 
on such .date, butsuchporiibn of the outstanding Advance shall become due and 
payable, insteads on Septeniber . 2013' and the Borrower- shall prep_ày such 
amount at à redêmption'pxibe.equ^ to 100% of such portion on such date." 

Amendments to Covenants YArticle 61 . 

Article 6 (Covenants) of thé Existihg Credit A^eément is further amended "as 
follows: 

In all instances where the, term "fiscal year ended January 26, 2013" is used, it 
shall be deleted and replaced with "fiscal year ended February 2^ 2013" to reflect 
the Borrower's correct fiscal year end; and 

Section 6;2(g)(iîi) - Limitons on Capital Expendimres in the Existing Credit 
Agreement is hereby amended by changing "(iii) for each of the years ended 
January 28,2012 , J;anua^ 26,2013 ,an<3 Janum:y 25, 2014, $4:0Q,miiHoh" to "(Iii) 
for each of the yeam.'ëndèd Jani^-âéï 2012-, February 2, 20.13, Jianuary 25", 2014 
and January 3 lj 20.15, $4;Q0 milhon" 

ARTICLES 
CONDITIONS PRECEDENT 

Condifions to Effectiveness 

This" Agreement shall hot be effective until the date on which each of the 
following.conditions is satisfied by the Borrower: 



oit .or before December 31, 2012, Ole Borrowet sbail prepay $3:vOÔOjO(lÔ of thé 
outsftandmg Advàncé at a riçdemptiôn price equal to 100% of àe principal amount 
of thé Commifménts beings prepaid; 

the Revolving Lender shall- have agreed, to amend the. maturity date- of thé 
Revolving Credit Fàeili^ ffom Ôdiober 4,2,0l'3 to Dctober 3j 2014;; 

the fépresehtatiôîis: "aûd warrantés set. fortib in Article 5 (Section 5il) of the 
Existii^ Credit Agreement- shall .be true and correct as of the date of diis 
Amendiheiit (except to the; extent such representation or' wàtMty expréssiy 
relates to an earlier date); and 

no Default or Event of Déf^t shall have occurred and be continuing. 

ABHGLE4 
MISOELLANEODS-

The Borrower hereby represents and warrant to-the Lenders , and the Agents that 
(a) all consents, approvals and authôfîzatioïis necessary for thé: Borrower's 
execntion, delivery and peifonnance of Ihi's ^endment have been obtained and 
(b) héréby réaffifte the r^résentàtions and warranties set forth in the Existing 
Credit-Agreement :as of the date hereof (except to the extent such representation 
or wiàîrahty expressly relates to an èariièr date). 

This Ammidinent. is made in amendment and modifieation oL but not in 
extinguishment of, thç. obligatipns. set forth in the Existing Credit Agreement and, 
except as specifically rhodified pursuant to the terms hereof,, the ternis and 
conditions of the Existing Credit Agreement remain .in full force and effect. 
Nothing herein shall Ihhit in any way the ri^ts and remédies of the Lenders 
under the Existing Credit Agreement. The. execution, delivery and perform^ce 
by the parties hereto dOes not in any V'ay .corisriiute à walyér, forbearance Or pthef 
indulgence with respect to any default 6t event of default under the Existing 
Credit Agreement. 

This Amendment may be executed by the parties; in separate counteiparts' (by 
original or otherwise) each of which when so executed and delivered-shall be an 
orightal, but of whidn when taken together, shall together constitute one and 
the same instrument. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 



iN WTNESS WHEREOF the parSes hereto have executed this Agreement. 

GRAFTON-FjRASÉR ma, as Borrower 

By 

Namei 

Title: 

GSQ OABItAJL FARXNERS LP, as 
AchuihMtrâlîvè Agent and Lead 
Arranger 

Name: 
Title: 

Address: 

345 Park Avenue 
31®* Floor 
New York, New York'i 10154 

GSO DOHESTIG CAPITAL FUNDING 
(LUXEMBOURG) SA.R.L., as Lender 

By; GSO Capital Partners LP^ its 
collateral manager 

by 

Name; 
lOTSA"! 

Title: SiarOTOHY 

Mtl#: 2ÔIÛ602.2 



Address: GSQ OFFSHORE 
MULTiCURRENC^ FAGILtTV 

345 Park Avenue (LUXEMBOURG) S;A.R.L., ai Lettdér 
31". Floor 
New York, New York, 10154 By: GSO Gapital Partners LP, its 

poHfolid Diahager 

OFS AQENCY SERVICESj LLC, as 
Serviciag Agent 

By; Orchard First Sonrcc:Capital, Inc., 
ife, attoni^ in fôct 

by 

Name: 

Tide: 

Mtl#": 2010602.2 





EXECUTION COPY 

AMENDING AGREEMENT 

THIS AGREEMENT made as of June 17,2014, 

B E T W E E N :  

GRAFTON-FRASER INC., a Gorporation amalgamated 
under the laws of the Province of Ontario, .as borrower 

(hereinafter referred to as the "Borrower"), 

- a n d -

THE GUARANTORS THAT ARE PARTIES TO THE 
EXTStlNG CREDIT AGREEMENT (AS DEFENÉt) 
BEEOW), 

(hereinafter referred to as the "Guarantors"), 

- and-

THE LENDERS THAT ARE PARTIES TO THE 
EXISTING CREDIT AGREEMENT (AS DEFINED 
BELOW), 

(hereinafter referred to as the "Lenders"), 

- a n d -

OFS AGENCY SERVICES, LLC, a limited liability 
company formed under the laws of the State of Delaware, 
as Servicing Agent for tlie Lenders 

(hereinafter referred to as the "Servicing Agent") 

- and -

GSO CAPITAL PARTNERS, LP, a limited partnershija 
formed under the laws of the State of Delaware, as 
Administrative Agent and Lead Arranger, 

(hereinafter referred to in its own capacity as "GS.O LP" 
aiid in its capacity as administrative agent on behalf of the 
Lenders, as the "Administrative Agent"). 



WHEteAS GF AcquisitÎGn Corp., the predecessor by amalgaifiation to the 
Bdrtowerj arid GSO Special Sitiiatioris Fund LP were parties to a credit agreement dated as of 
May 24j 2007 -with, the guarantors that riiay become from tiine to time parties thereto and the 
lenders that may become h-om time to time parties thereto (the "Ôrigmaï Credit Agreement"); 

AND WHEREAS on September 10, 2008, GSO Special Situations Fund LP 
resigned as administrative agent arid lead, arranger mdisr the Original Credit Agreement and 
BT0 CP Holding LP (formerly Jtnown as GSO Capital Partners LP and GSO CP Holdings LP) 
was appointed to such positions;-

AND WHEREAS on September 10, 2008, OFS Agency Services, LLC was 
appointed the Serviciiig Agent^d agreed to assume certain responsibilities previously under the 
responsibility of the admhustrative ag^t; 

^W?D "WHEREM on September 10, 2008, the parties entered into an amended 
and restated credit agreement (the "Second Amended and Restated Credit Agreement") to reflect 
the resignation and appointments referred to above and certain other amendments set forth 
therein; 

AND Whereas on June* 16,20'09, the parties to this Amendment entered into 
an amended and. rented credit a^eement (the "Third Amended and Restated Credit 
A^eémerit") td amend certain covenants of the Bortower, and on April 12,2010, June 11,2010, 
March 18,2011 and'Deceniber 31^ 2012, the parties, to the Third Amended and Restated Credit 
Agreement made further aiheridmerits to the Third Amended and Restated Credit Agreement to, 
among other things, amend certain covenants of the Borrower set forth in the Third Amended 
and Restated Credit Agreement, the.interest rate payable on the Advance, make certain changes 
to the definitions, terms and conditions in connection with the capital reorganizatiori and 
repayment of mdebtetkess on June 11, 2010 and extend the Maturity Date to November 3,2014 
and make- certain other changes to the definitions, terms and conditions in connection with a 
repayment of iridebterhiess on December 31, 2012, and the Lenders themunder consented to the 
assignment by BTD CP Holdings LP of its rights and obligations to, GSO Capital Partner, LP 
(the -Third Amended and Restated Credit Agreement and all such amendments collectively 
referred to herein as the "Existing Credit Agreement"); 

AND WHEREAS the parties now wish to amend the Existing Credit Agreement, 
to amend certain definitions, terms and conditions in connection with a repayment of 
indebtedness; ' 

NOW THEREFORE the parties hereto agree as follows; 

ARTICLE 1 
INTERPRETATION 

1.1 Capitalized Terms 

All capitalized terms used herein and not otherwise defined herein shall have the meaning 
ascribed in thé Bxlstirig Credit Agreement. 

MUST2126I58.4 



- 3 -

ARTICLE 2 
AMENDMENTS 

2.1 Ameadments to Defmitionit (Sectiaii 1.1) 

On the Efîectivë Date,. Section hi Of the Existing. Credit Agreement shall be amended as 
follows: 

(a) The definition of 'lEBIfDA." "in Section 1.1 of the Exi^ng Credit Agreement 
shall be amended by adding the following at the end of paragraph (à) thereof; 

plus (ix) inventory liquidation costs incurred between February 2,. 2014 and 
April 5,2014, not to exceed $2i400,000, less an inventory reserve of $900^000"; 

(b) The definition.of "latercst Rate- in Section 1,1 ofthe Existi.ng.Credit-Agreement 
shall be amended by adding adding the following at the end; thereof: 

subject to adjustment pursuant to Section 2.10(b)"; and . 

(c) the definition of "Maturity Date" in Section l.I of the Existing Credit 
Agreement shall be deleted in its entirety and replaced by the followrig: 

""Maturity Date" means October 4,2015". 

2.2 Amendments to Interest oh Advance tSection 2.101 

On the Effective Date, Section 2.10 of the Existing Credit Agreement shall be amended 
by inserting the following paragraph immecHately after paragraph (b) thereof: 

"If the Advance has not been repaid in. fiill on or before October 4, 2014 (the 
"First Interest Increase Date"), the Interest Rate shall he increased by (i) 2% 
(200 basis points) per annum if ftie Borrower elects to pay such additional interest 
in kind or (ii) 1.75% (175 basis points) per annum if the Borrowef elects to pay 
such additional interest in cash (the "First Interest Increase"). The Borrower 
shall elect to pay the First Interest Increase in kind or in cash by written notice to 
the Administfative Agent on or before the First. Interest Increase Date. If the 
Borrower fails to deliver such notice to the Adminishative Agent on or before the 
First Interest Increase. Date^ the Borrower shall be deemed to have elected to pay 
the First Interest Increase in cash. 

If the Advance has not been repaid in full on or before Deceinber 31, 2014 (the 
"Second Interest Increase Date"), the Interest Rate shall be increased again by 
(i) 1.5% (150 basis points) per ^um if the Borrower elects to pay such 
additional interest in kind or (ii) 1.25% (125 basis points) per annum, if the 
Borrower elects, to pay such additional interest in cash- (the "Second. Interest 
Increase"), The Borrower shall elect to pay the Second Interest Increase in kind 
or in cash by writteii notice to the Administrative Agent on or before the Second 
Interest Increase Date; If Borrower fails to deliver such notice to the 

MtW; 2126J58.4 



- 4 -

Administrative Agçut on or before the Second Interest Increase Date, the 
Borrower shall be deemed to have elected to pay the Second Interest hicrease in 
cash. 

If the Élpçrower. elects to pay the First Interest Increase and/or the Second Interest 
Indre^e in kiiid in accordance with this Sectioti 2.10(1))^ such portion of the 
interest Rate shall be capitalized and added on each applicable Interest Payment 
Pate to the principal amount of die outstanding Advance and shall not be payable 
in cash. Any interest cajlitalteed in accordance with this Section 2.10(b) shall 
form part of the principal amount of the outstanding Advance and shall thereafter 
bear intérêt at the Interest Rate " 

2.3 Amendineats to Financial Covenants (Section 6jS) 

On the Effective Date, Section 6^3 of the Existing Credit Agreement shall be deleted in 
its entirety ahd reipiaced by the following: 

"The Borrower covenants and agrees with the Administrative Agent and the 
Lenders that, lailess the Administrative Agent and the Required Lenders 
otherWi'Se consent in writing, so long as any Obligation hereunder or under the 
oiher Loan Documents remains outstanding, thé Borrower aiid the Guarantors: 

(a) shall not, fpf each period set forth beiow^ permit the EBIDTA to be less that 
the amount set forth below: 

Period: Minimum EBITDA 

From February 2, 2014 to May 3,2014 $0.1 million 

From.February 2, 2014 to August 2,2014 $5.3 million 

From February 2, 2014 to November 1,2014 $7.2 million 

From February 2,2014 to January 31,2015 $11.5 million 

From May 4,2014 to May 2,2015 $11.5 million 

From August 2,. 2014 to August 1,2015 $11.5 million 

(b) shall notj -às of each fiscal quarter end commencing, with the fiscal quarter 
ending January 31, 2015, permit the Consolidated Leverage Ratio to exceed 
4.60X. 

For the purposes of the calculation of Senior Indebtedness and Consolidated 
Leverage Ratio under this Section 6.3, Indebtedness under the Revolving Credit 
Facility shall be the average daily revolver balance for the 90 day period 
immediately prior to the date of determination of the financial covenants." 
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ARTICLES 
CONDITIONS I^RECEDENT 

3.1 Conditions to Effectiveaess 

This Agreement- siiail become effective i^on satisfaction of thé following conditions 
precederit by thé Borrower (the date oil which, satîsfecti'on occurs, the:"Effêctivé Date"): 

(a) tlie Borrower shall have paid to the Administrative Agent an amendment fee in an 
anaoïint of $87,872; 

(b) the repf^ehtations-and warranties set forth in Section 5.1 of the Existing Credit 
Agreement shall be true and- correct as of the date of this /iWendment (except to 
the extent such representation or v/anranty expressly relates to an earlier date); 

(c). no Default or Event of Default shall have occurred and be continuing. 

ARTIGLE4 
MISCELLANEOUS 

4.1 Representations and Warraaties 

The Borrower hereby represents and warrant to tiie Lenders and the Agents that all 
consents,. approvals and authorizations necessary for the Borrower's execution> delivery and 
performance of this Amenthnent have been obtained and hereby reaffirms the representations 
and w^anties set forth in the Existing Credit Agreement as of the date hereof (except to the 
extent such representation or warranty ex^essly relates to an earlier date), 

4.2 No otfaet Amendments. Waivers or Consents 

This Amendment is made, in aniendment and. modification of, but; not in extinguishment 
of, the obligations set forth in the Existing Credit Agreement and, except as specifically modified 
pursuant to the terms hereof, the terms and conditions of the Existing Ciedit Agreement remain 
in full force and effect! Nothing herein shall limit in any way the rights and. remedies of the 
Lenders under the Existing Credit Agreement. The execution, delivery and performance by the 
parties hereto does not in any way constitute a waiver, forbè^ancé or other indulgence with 
respect to any default or event of default rmder the Existing Credit Agreement. 

4.3 Counterparts 

This Amendment may be executed by the parties in separate coui,iteiparts (by original or 
otherwise) each of which when so executed and delivered shall be an original, but all of \\Wch, 
when taken together, shall together constitute one and the same instrument, 
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IN WITNESS WHEREOF the parties her^o have executed this Agreement 

GRAFTON-FRASER INC., as Borrower 

By 

Name: 

Title: 

GSO capital PARTNERSj LP, as 

Title: 

Address: 

345 Park Avenue 
31st Floor 
New York, New York, 10154 

GSd DOMESTIC CAPITAL FUNDING 
(LU^OSMBOURG) S.A.R.L., as Lender 

By: GSOY^apital Partners LP, its collaferal 
manage! \ ^ 

by V \/\X\ 
Name: Marisa If Beeheyi^ 
Title: Authorized Si&tory 

Mtl#: 2126158.4 



Address: 

345 Park Avenue . 
31st Floor 
New York, New York, 10154 

€S0 OFFSHORE MULTICURRENCY 
FACILITY (LUXEMBOURG) S.A.R.L., as 
Lèitder 

By: GSO Coital Partners LP, its portfolio 
manager 

by 
Name: Marisa J. Béeney 
Title: Authorised Sigrudo 

OFS AGENCY SERVICES, LLC, as 
Servicing Agent 

By: Orchard First Source Capita), Inc., its 
attorney in fact 

by 

Name: 
Title: 
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EXECUTION COPY 

AMENDING AGREEMENT 

THIS AGREEMENT made as of July 7th, 2015, 

B E T W E E N :  

GRAFTON-FRASER INC., a corporation amalgamated 
under the laws of the Province of Ontario, as borrower 

(hereinafter referred to as the "Borrower"), 

- and -

THE GUARANTORS THAT ARE PARTIES TO THE 
EXISTING CREDIT AGREEMENT (AS DEFINED 
BELOW), 

(hereinafter referred to as the "Guarantors"), 

- and -

THE LENDERS THAT ARE PARTIES TO THE 
EXISTING CREDIT AGREEMENT (AS DEFINED 
BELOW), 

(hereinafter referred to as the "Lenders"), 

- and -

OFS AGENCY SERVICES, LLC, a limited liability 
company formed under the laws of the State of Delaware, 
as Servicing Agent for the Lenders 

(hereinafter referred to as the "Servicing Agent"), 

- and -

GSO CAPITAL PARTNERS, LP, a limited partnership 
formed under the laws of the State of Delaware, as 
Administrative Agent and Lead Arranger, 

(hereinafter referred to in its own capacity as "GSO LP" 
and in its capacity as administrative agent on behalf of the 
Lenders, as the "Administrative Agent"). 
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WHEREAS GF Acquisition Corp., the predecessor by amalgamation to the 
Borrower, and GSO Special Situations Fund LP were parties to a credit agreement dated as of 
May 24, 2007 with the guarantors that may become from time to time parties thereto and the 
lenders that may become from time to time parties thereto (the "Original Credit Agreement"); 

AND WHEREAS on September 10, 2008, GSO Special Situations Fund LP 
resigned as administrative agent and lead arranger under the Original Credit Agreement and 
BTD CP Holdings LP (formerly known as GSO Capital Partners LP and GSO CP Holdings LP) 
was appointed to such positions; 

AND WHEREAS on September 10, 2008, OFS Agency Services, LLC was 
appointed the Servicing Agent and agreed to assume certain responsibilities previously under the 
responsibility of the administrative agent; 

AND WHEIŒAS on September 10, 2008, the parties entered into an amended 
and restated credit agreement (the "Second Amended and Restated Credit Agreement") to 
reflect the resignation and appointments referred to above and certain other amendments set forth 
therein; 

AND WHEREAS on Jime 16, 2009, the parties to this Amendment entered into 
an amended and restated credit agreement (the "Third Amended and Restated Credit 
Agreement") to amend certain covenants of the Borrower, and on April 12,2010, June 11,2010, 
March 18, 2011, December 31, 2012 and June 17, 2014, the parties to the Third Amended and 
Restated Credit Agreement made further amendments to the Third Amended and Restated Credit 
Agreement (the Third Amended and Restated Credit Agreement and all such amendments 
collectively referred to herein as the "Existing Credit Agreement"); 

AND WHEREAS the parties now wish to amend the Existing Credit Agreement 
to amend certain definitions, terms and conditions in connection with a repayment of 
indebtedness; 

NOW THEREFORE the parties hereto agree as follows: 

ARTICLE 1 
INTERPRETATION 

1.1 Capitalized Terms 

All capitalized terms used herein and not otherwise defined herein shall have the meaning 
ascribed in the Existing Credit Agreement. 

ARTICLE 2 
AMENDMENTS 

2.1 Amendments to Definitions fSection 1.1) 

On the Effective Date, Section 1.1 of the Existing Credit Agreement shall be amended as 
follows: 
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(a) The definition of "Interest Rate" in Section 1.1 of the Existing Credit Agreement 
shall be deleted in its entirety and replaced by the following: 

""Interest Rate" means 15% per annum"; and 

(b) the definition of "Maturity Date" in Section 1.1 of the Existing Credit 
, Agreement shall be deleted in its entirety and replaced by the following: 

""Maturity Date" means 

2.2 Amendments to Financial Covenants (Section 6.31 

On the Effective Date, Section 6.3 of the Existing Credit Agreement shall be deleted in 
its entirety and replaced by the following: 

• "The Borrower covenants and agrees with the Administrative Agent and the 
Lenders that, unless the Administrative Agent and the Required Lenders 
otherwise consent in Writing, so long as any Obligation hereunder or under the 
other Loan Documents remains outstanding, the Borrower and the Guarantors: 

(a) shall not, as of each fiscal quarter end, permit the EBIDTA for such fiscal 
quarter and previous three fiscal quarters to be less than $10.5 million; and 

(b) shall not, as of each fiscal quarter end, permit the Consolidated Leverage 
Ratio to exceed 4.60x. 

For the purposes of the calculation of Senior Indebtedness and Consolidated 
Leverage Ratio under this Section 6.3, Indebtedness under the Revolving Credit 
Facility shall be the average daily revolver balance for the 90 day period 
immediately prior to the date of determination of the financial covenants." 

ARTICLE 3 
CONDITIONS PRECEDENT 

3.1 Conditions to Effectiveness 

This Agreement shall become effective upon satisfaction of the following conditions 
precedent by the Borrower (the date on which satisfaction occurs, the "Effective Date"): 

(a) the representations and warranties set forth in Section 5.1 of the Existing Credit 
Agreement shall be true and correct as of the date of this Amendment (except to 
the extent such representation or warranty expressly relates to an earlier date); and 

(b) no Default or Event of Default shall have occurred and be continuing. 
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ARTICLE 4 
MISCELLANEOUS 

4.1 Representations and Warranties 

The Borrower hereby represents and warrant to the Lenders and the Agents that all 
consents, approvals and authorizations necessary for the Borrower's execution, delivery and 
performance of this Amendment have been obtained and hereby reaffirms the representations 
and warranties set forth in the Existing Credit Agreement as of the date hereof (except to the 
extent such representation or warranty expressly relates to an earlier date). 

4.2 No other Amendments. Waivers or Consents 

This Amendment is made in amendment and modification of, but not in extinguishment 
of, the obligations set forth in the Existing Credit Agreement and, except as specifically modified 
pursuant to the terms hereof, the terms and conditions of the Existing Credit Agreement remain 
in full force and effect. Nothing herein shall limit in any way the rights and remedies of the 
Lenders under the Existing Credit Agreement. The execution, delivery and performance by the 
parties hereto does not in any way constitute a waiver, forbearance or other indulgence with 
respect to any default or event of default under the Existing Credit Agreement. 

4.3 Counterparts 

This Amendment may be executed by the parties in separate counterparts (by original or 
otherwise) each of which when so executed and delivered shall be an original, but all of which, 
when taken together, shall together constitute one and the same instrument. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 
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IN WITNESS WHEREOF the parties hereto have executed tills Agreement. 

GRAFTON-FRASER INC,, as Borrower 

By 

l/P mÂ cfo 

mit: 2224446.3 



GSO CAPITAL PARTNERS, LP, as 
Administrative Agent and Lead Arranger 

by 

Name: 
Title: 

Address: GSO DOMESTIC CAPITAL FUNDING 
(LUXEMBOURG) S.A.R.L., as Lender 

345 Park Avenue 
31st Floor • 
New York, New York, 10154 

by 
Name: 
Title: A Manager 

by 
Name: 
Title: B Manager 

Address: 

345 Park Avenue 
31st Floor 
New York, New York, 10154 

GSO OFFSHORE MULTICURRENCY 
FACILITY (LUXEMBOURG) S.A.R.L., as 
Lender 

by 
Name: 
Title: A Manager 

by 
Name: 
Title: B Manager 

Mtl#: 2224446,3 



OFS AGENCY SERVICES, LLC, as 
Servicing Agent 

By: Orchard First Source Capital, Inc., its 
attorney in fact 

by 

Name: 
Title: 





AMENDING AGREEMENT 

THIS AGREEMENT made as of July 23, 2015, 

B E T W E E N :  '  .  

GRAFTON-FRASER INC., 
a corporation amalgamated under the laws of the 
Province of Ontario, as borrower 

(hereinafter referred to as the "Borrower"), 

- and -

THE GUARANTORS THAT ARE PARTIES TO THE 
EXISTING CREDIT AGREEMENT (AS 
DEFINED BELOW), 

(hereinafter referred to as the "Guarantors"), 

- and -

THE LENDERS THAT ARE PARTIES TO THE 
EXISTING CREDIT AGREEMENT (AS 
DEFINED BELOW), 

(hereinafter referred to as the "Lenders"), 

' - and -

OFS AGENCY SERVICES, LLC, 
a limited liability company formed under the laws 
of the State of Delaware, as Servicing Agent for the 
Lenders 

(hereinafter referred to as the "Servicing Agent") 

GSO CAPITAL PARTNERS, LP 
a limited partnership formed under the laws of the 
State of Delaware, as Administrative Agent and 
Lead Arranger, 

(hereinafter referred to in its own capacity as "GSO 
LP" and in its capacity as administrative agent on 
behalf of the Lenders, as the "Administrative 
Agent"), 
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WHEREAS GF Acquisition Corp., the predecessor by amalgamation to the 
Borrower, and GSO Special Situations Fund LP were parties to a credit agreement dated as of 
May 24, 2007 with the guarantors that may become from time to time parties thereto and the 
lenders that may become from time to time parties thereto (the "Original Credit Agreement"); 

AND WHEREAS on September 10, 2008, GSO Special Situations Fund LP 
resigned as administrative agent and lead arranger under the Original Credit Agreement and 
BTD CP Holdings LP (formerly knovra as GSO Capital Partners LP and GSO CP Holdings LP) 
was appointed to such positions; 

AND WHEREAS on September 10, 2008, OFS Agency Services, LLC was 
appointed the Servicing Agent and agreed to assume certain responsibilities previously under the 
responsibility of the administrative agent; 

, AND WHEREAS on September 10, 2008, the parties entered into an amended 
and restated credit agreement (the "Second Amended and Restated Credit Agreement") to 
reflect the resignation and appointments referred to above and certain other amendments set forth 
therein; 

AND WHEREAS on June 16, 2009, the parties to this Amendment entered into 
an amended and restated credit agreement (the "Third Amended and Restated Credit 
Agreement") to amend certain covenants of the Borrower, and on April 12,2010, June 11, 2010, 
March 18, 2011, December 31, 2012, June 17, 2014 and July 7, 2015, the parties to the Third 
Amended and Restated Credit Agreement made further amendments to the Third Amended and 
Restated Credit Agreement (the Third Amended and Restated Credit Agreement and all such 
amendments collectively referred to herein as the "Existing Credit Agreement"); 

AND WHEREAS the parties now wish to amend the Existing Credit Agreement 
to amend certain definitions, terms and conditions; 

NOW THEREFORE, the parties hereto agree as follows; 

ARTICLE 1 
INTERPRETATION 

1.1 Capitalized Terms 

All capitalized terms used herein and not otherwise defined herein shall have the meaning 
ascribed in the Existing Credit Agreement. 

ARTICLE 2 
WAIVER AND AMENDMENT 

2.1 Amendment to Definitions (Section LP 

On the Effective Date, Section 1.1 of the Existing Credit Agreement shall be amended as 
follows: 
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a) The following definition shall be added immediately after the definition of 
"Investments" in Section 1.1 of the Existing Credit Agreement: 

""JNY Subsidiary" means 2473304 Ontario Inc. and its successors and assigns"; 
and 

b) The definition of "Subsidiary" in Section 1.1 of the Existing Credit Agreement 
shall be deleted in its entirety and replaced by the following 

""Subsidiary" means, with respect to any Person, any corporation more than 50% 
of the Voting Securities of which at the time of determination are beneficially 
owned, directly or indirectly, by such Person or any corporation, joint venture, 
partnership or other entity which is subject to the direct or indirect Control of such 
Person, provided, however, that, for the purposes of this Agreement, the term 
"Subsidiary" shall not include the JNY Subsidiary, or any Person which is 
subject to the direct or indirect Control of the'JNY Subsidiary". 

2.2 Confirmation re; JNY Subsidiary 

As of the Effective Date, the Administrative Agent, the Servicing Agent and the Lenders 
hereby confirm and agree that: 

a) the JNY Subsidiary is not and shall not be required, at any time, to become a 
Guarantor pursuant to the terms of the Existing Credit Agreement and that the 
representations and warranties set out in Section 5.1 of the Existing Credit 
Agreement and the covenants set out in Sections 6.1 and 6.2 of the Existing Credit 
Agreement shall not apply to the JNY Subsidiary; and 

b) unless (i) a Default or Event of Default shall have occurred and be continuing or 
(ii) a default or event of default under any Indebtedness of the JNY Subsidiary in 
the aggregate principal amount in excess of $1,000,000 shall have occurred and 
be continuing, "the Borrower shall have the right to make or commit to make any 
advance, loan, extension of credit or capital contribution to or any investment in 
or guarantee of, the JNY Subsidiary, or make any payments in respect thereof, up 
to a maximum aggregate amount of $250,000. 

2.3 Exclusion of JNY Subsidiary from Ratios 

As of the Effective Date, the Administrative Agent, the Servicing Agent and the Lenders 
hereby confirm and agree that the Existing Credit Agreement shall be qualified as follows: 

a) For the purposes of calculating the Consolidated Leverage Ratio in Sections 
6.2(a), 6.2(b) and 6.3 of the Existing Credit Agreement, the LTM EBITDA shall 
not include the JNY Subsidiary in its determination of EBITDA on a consolidated 
basis; and 
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b) For the purposes of calculating the ratio of Senior Indebtedness to LTM EBITDA 
in Sections 6.2(g) and 6.2(h)(iv) of the Existing Credit Agreement, the JNY 
Subsidiary shall be excluded from the calculation of the LTM EBITDA. 

ARTICLE 3 
CONDITIONS PRECEDENT 

3.1 Conditions to Effectiveness 

This Amendment shall become effective upon satisfaction of the following conditions 
precedent by the Borrower (the date on which such satisfaction occurs, the "Effective Date"): 

(a) the representations and warranties set forth in Section 5.1 of the Existing Credit 
Agreement shall be true and correct as of the date of this Amendment (except to 

• the extent such representation or warranty expressly relates to an earlier date); and 

(b) no Default or Event of Default shall have occurred and be continuing. 

ARTICLE 4 
MISCELLANEOUS 

4.1 Representations and Warranties 

The Borrower hereby represents and warrant to the Lenders and the Agents that all 
consents, approvals and authorizations necessary for the Borrower's execution, delivery and 
performance of this Amendment have been obtained and hereby reaffirms the representations 
and warranties set forth in the Existing Credit Agreement as of the date hereof (except to the 
extent such representation or warranty expressly relates to an earlier date). 

4.2 No other Amendments. Waivers or Consents 

This Amendment is made in amendment and modification of, but not in extinguishment 
of, the obligations set forth in the Existing Credit Agreement and, except as specifically modified 
pursuant to the terms hereof, the terms and conditions of the Existing Credit Agreement remain 
in full force and effect. Nothing herein shall limit in any way the rights and remedies of the 
Lenders under the Existing Credit Agreement. The execution, delivery and performance by the 
parties hereto does not in any way constitute a waiver, forbearance or other indulgence with 
respect to any default or event of default under the Existing Credit Agreement. 

4.3 Counterparts 

This Amendment may be executed by the parties in separate counterparts (by original or 
facsimile signature) each of which when so executed and delivered shall be an original, but all of 
which, when taken together, shall together constitute one and the same instrument. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement. 

GRAFTON-FRASER INC., as Borrower 

' By 

Name: 
Title: 

Mtl#: 2232193 
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GSO CAPITAL PARTNERS, LP, as 
Administrative Agent and Lead Arranger 

Address: 

345 Park Avenue 
31st Floor 
New York, New York, 10154 

by 
Name: 
Title: 

GSO DOMESTIC CAPITAL FUNDING 
(LUXEMBOURG) S.A.R.L., as Lender 

by 

Name: 
Title: A Manager 

by 
Name: 
Title: B Manager 

Address: 

345 Park Avenue 
31st Floor 
New York, New York, 10154 

GSO OFFSHORE MULTICURRENCY 
FACILITY (LUXEMBOURG) S.A.R.L., as 
Lender 

by 

Name: 
Title: A Manager 

by 
Name: 
Title: B Manager 

Mtl#: 2232193 
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OFS AGENCY SERVICES, LLC, as 
Servicing Agent 

By: Orchard First Source Capital, Inc., 
its attorney in fact 

by 

Name: 
Title: 

Signature Page to Amending Agreement 





GSO CAPITAL PARTNERS, LP, as 
Administrative Agent and Lead Arranger 

by 
Name: 
Title: 

Address: 

345 Pai'k Avenue 
31st Floor 
New York, New York, 10154 

GSO DOMESTiC CAPITAL FUNDING 
(LUXEMBOURG) S.A.R.L., as Lender 

by 

by 

Name: 
Title: A Manager 

Name: 
Title: B Manager 

Kocn 

Address: 

345. Park Avenue 
31 St Floor 
New York, New York, 10154 

GSO OFFSHORE MULTICURRENCY 
FACILITY (LUXEMBOURG) S.A.R.L., as 
Lender 

by 

by 

Name: 
Title: A Manager 

Name: 
Title: B ManâgÀ 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement. 

GRAFTON-FRASER INC., as Borrower 

By 

Name: 
Title: 

kG.Siin 
"Vice President & CFO 
Graôon-Fraserlhc. 
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Execution Version 

AMENDING AGREEMENT 

TfflS AGREEMEOT made as of February 12,2016, 

B E T W E E N :  

GRAFTON-FRASER INC., 
a corporation amalgamated under the laws of the 
Province of Ontario, as borrower . 

(hereinafter referred to as the "Borrower"), 

- and-

THE GUARANTORS THAT ARE PARTIES 
TO THE EXISTING CREDIT AGREEMENT 
(AS DEFINED BELOW), 

(hereinafter referred to as the "Guarantors"), 

- and-

THE LENDERS THAT ARE PARTIES TO 
THE EXISTING CREDIT AGREEMENT (AS 
DEFINED BELOW), 

(hereinafter referred to as the "Lenders"), 

- and-

OFS AGENCY SERVICES, LLC, 
a limited liability company formed under the laws 
of the State of Delaware, as Servicing Agent for the 

, Lenders, 

(hereinafter referred to as the "Servicing Agent") 

- and -

GSO CAPITAL PARTNERS, LP 
a limited partnership formed under the laws of the 
State of Delaware, as Administrative Agent and 
Lead Arranger, ' 
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(hereinafter referred to in its own capacity as "GSO 
LP" and in its capacity as administrative agent on 
behalf of the Lenders, as the "Administrative 

, Agent"), 

WHEREAS GF Acquisition Corp., the predecessor by amalgamation to the 
Borrower, and GSO Special Situations Fund LP were parties to a credit agreement dated as of 
May 24, 2007 with the guarantors that may become from time to time parties thereto and the 
lenders that may become from time to time parties thereto (the "Original Credit Agreemenf'); 

AND WHEREAS on September 10, 2008, GSO Special Situations Fund LP 
resigned as administrative agent and lead arranger under the Original Credit Agreement and 
BTD CP Holdings LP (formerly known as GSO Capital Partners LP and GSO CP Holdings LP) 
was appointed to such positions; 

AND WHEREAS on September 10, 2008, the Servicing Agent was appointed 
the Servicing Agent and agreed to assume certain responsibilities previously under the 
responsibility of the administrative agent; 

AND WHEREAS on September 10, 2008, the parties entered into an amended 
and restated credit agreement (the "Second Amended and Restated Credit Agreement") to 
reflect the resignation and appointments referred to above and certain other amendments set forth 
therein; 

AND WHEREAS on June 16, 2009, the parties to this Amendment entered into 
an amended and restated credit agreement (the "Third Amended and Restated Credit 
Agreemenf) to amend certain covenants of the Borrower, and on April 12, 2010, June 11, 2010, 
March 18, 2011, December 31, 2012, June 17, 2014, July 7, 2015 and July 23, 2015, the, parties 
to the Third Amended and Restated Credit Agreement made further amendments to the Third 
Amended and Restated Credit Agreement (the Third Amended and Restated Credit Agreement 
and all such amendments collectively referred to herein as the "Existing Credit Agreemenf); 

AND WHEREAS the parties now wish to amend the Existing Credit Agreement 
to amend certain definitions, terms and conditions; 

' / ' 

NOW THEREFORE, the parties hereto agree as follows: 
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ARTICLE 1 
INTERPRETATION 

1.1 Capitalized Terms 

All capitalized terms used herein and not otherwise defined herein shall have the meaning 
ascribed in the Existing Credit Agreement. 

ARTICLE 2 
WAIVER AND AMENDMENT 

2.1 Additional Guarantor 

As of the Effective Date, Section 2.2 of the Amending Agreement dated as of July 23, 
2015 among the Borrower, the Guarantors, the Lenders and the Administrative Agent shall be 
deleted in its entirety and no longer be of any force or effect and the JNY Subsidiary shall 
become a Guarantor in accordance with the terms of the Existing Credit Agreement. 

2.2 Inclusion of JNY Subsidiary in Ratios 

As of the Effective Date, the Administrative Agent and the Lenders hereby confirm and 
agree as follows in respect of the Existing Credit Agreement: 

(a) for the purposes of calculating the Consolidated Leverage Ratio in Sections 
6.2(a), 6.2(b) and 6.3 of the Existing Credit Agreement, the LTM EBITDA shall 
include the JNY Subsidiary in its determination of EBITDA on a consolidated 
basis; and 

(b) for the purposes of calculating the ratio of Senior Indebtedness to LTM EBITDA 
in Sections 6.2(g) and 6.2(h)(iv) of the Existing Credit Agreement, the JNY 
Subsidiary shall be included fi^om the calculation of the LTM EBITDA. 

2.3 Quebec Security 

As of the Effective Date, Borrower, the Administrative Agent and the Lenders 
hereby confirm and agree that the Existing Credit Agreement is amended by adding the 
following provision as a new Section 12.17: 

"12.17 Quebec Security 

For greater certainty, and without limiting the powers of the Administrative Agent 
or any other Person acting as an agent or mandatary for the Administrative Agent 
hereunder or under any of the other Loan Documents, for the purposes of holding 
any hypothec granted to the Attorney (as defined below) pursuant to the laws of 
the Province of Québec to secure the prompt payment and performance of any 
and all Obligations by the Borrower or any Guarantor, each of the Lenders hereby 
irrevocably appoints and authorizes the Administrative Agent and, to the extent 
necessary, ratifies the appointment and authorization of the Administrative Agent, 
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to act as the hypothecary representative of the creditors as contemplated under 
Article 2692 of the Civil Code of Québec (in such capacity, the "Attorney"), and 
to enter into, to take and to hold on their behalf, and for their benefit, any 
hypothec, and to exercise such powers and duties that are conferred upon the 
Attorney under any related deed of hypothec. The Attorney shall: (a) have the 
sole and exclusive right and authority to exercise, except as may be otherwise 
specifically restricted by the terms hereof, all rights and remedies given to the 
Attorney pursuant to any such deed of hypothec and applicable law, and (b) 
benefit fi-om and be subject to all provisions hereof with respect to the 
Administrative Agent mutatis mutandis^ including, without limitation, all such 
provisions with respect to the liability or responsibility to and indemnification by 
the Lenders. Any person who becomes a Lender shall shal be deemed to have 
consented to and confirmed the Attorney as the person acting as hypothecary 
representative holding the aforesaid hypothecs as aforesaid and to have ratified, as 
of the date it becomes a Lender, all actions taken by the Attorney in such 
capacity. The substitution of the Administrative Agent pursuant to the provisions 
of this Agreement also constitute the substitution of the Attorney. 

2.4 Waiver 

Effective as of the Effective Date, the Administrative Agent and the Lenders hereby 
confirm their waiver of the requirement to comply with Section 6.3(b) of the Existing Credit 
Agreement (Consolidated Leverage Ratio) for the fiscal quarters ending on August V\ 2015, 
October 31®^, 2015 and January 30^, 2016. 

ARTICLE 3 
CONDITIONS PRECEDENT 

3.1 Conditions to Effectiveness 

This Amendment shall become effective upon satisfaction of the following conditions 
precedent by the Borrower (the date on which such satisfaction occurs, the "Effective Date"): 

(a) the JIvTY Subsidiary shall have executed and delivered a Guarantee in form and 
substance acceptable to the Administrative Agreement; 

(b) subject to Section 3.2, delivery of the documents contemplated by Section 7.2 of 
the Credit Agreement; ' 

(c) the representations and warranties set forth in Section 5.1 of the Existing Credit 
Agreement shall be true and correct as of the date of this Amendment (except to 
the extent such representation or warranty expressly relates to an earlier date); and 

(d) no Default or Event of Default shall have occurred and be continuing. 
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3.2 Post-Closing Deliveries 

The Borrower agrees to cause the Guarantor to execute and deliver, within 15 Business 
Days of the date hereof, a deed of hypothec in form and substance satisfactory to the 
Administrative Agent, sufficient to create a first-ranking hypothec on all of the Guarantor's 
moveable property and to take all action necessary to register such hypothec in the Register of 
Personal and Moveable Real Rights or any other applicable public regiserty. In connection with 
the delivery of the foregoing, the Borrower will cause the Guarantor to deliver a legal opinion 
from coimsel to the Guarantor addressed to the Administrative Agent and the Lenders, 
confirming the enforceability of the hypothec, the proper registration thereof and all other 
customary matters relating thereto, in form and substance satisfactory to the Administrative 
Agent, acting reasonably. 

ARTICLE 4 
MISCELLANEOUS 

4.1 Representations and Warranties 

The Borrower hereby represents and wanant to the Lenders and the Agents that all 
consents, approvals and authorizations necessary for the Borrower's execution, delivery and 
performance of this Amendment have been obtained and hereby reaffirms the representations 
and warranties set forth in the Existing Credit Agreement as of the date hereof (except to the 
extent such representation or warranty expressly relates to an earlier date). 

4.2 No other Amendments. Waivers or Consents 

This Amendment is made in amendment and modification of, but not in extinguishment 
of, the obhgations set forth in the Existing Credit Agreement and, except as specifically modified 
pmsuant to the terms hereof, the terms and conditions of the Existing Credit Agreement remain 
in full force and effect. Nothing herein shall limit in any way the rights and remedies of the 
Lenders under the Existing Credit Agreement. The execution, delivery and performance by the 
parties hereto does not in any way constitute a waiver, forbearance or other indulgence with 
respect to any default or event of default under the Existing Credit Agreement. 

4.3 Counterparts 

This Amendment may be executed by the parties in separate counterparts (by original or 
facsimile signature) each of which when so executed and delivered shall be an original, but all of 
which, when taken together, shall together constitute one and the same instrument. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 
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GSO CAPITAL PARTNERS, LP, as 
Administrative Agent and Lead Arranger 

by 
Name: 
Title: 

Address: GSO DOMESTIC CAPITAL FUNDING 
(LUXEMBOURG) as Lender 

345 Park Avenue 
31st Floor 
New York, New York, 10154 by 

Title: A Manager ' 

by 
Name: 
Title: B Manager 

Address: GSO OFFSHORE MULTICURRENCY 

345 Park Avenue 
31st Floor 
New York, New York, 10154 

Name: 
Title: A Manager 

by 
Name: 
Title: B Manager 
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GfO capital L ,̂ gS 
Administrative Agent and Lead Arranger 

by 
Nârhé: 
titie: 

Address: 

345 park Avenue 
31.st Floor 
i4éSV Yôi-k, New Ydrk, 10154 

GSO DOMESTIC CAPITAL FUNDING 
(LUXEISIBOURG^ à;À.R.L., as Lènder 

by 

by 

Narne:. 
Title: A Manager 

Name: Jésm-Ç 
Title: B Nfân&ëf ' 

aude Koch 

Address: 

3,45 Park Avenue 
Skt Floor 
New Yorki New York, 10154 

GSO OFFSHORE MULTICURRENCY 
FACILITY (LÙ^MBÔtJRG) S.À.RLi, as 
Lender 

by 

by 

Nàiné; 
Title: A Manag'er 

Name: «4ea,n-t)9Bde Koch 
Title: B Martyr 

Signature Page Aniertding Agreement 



OFS AGENCY SERVICES, LLC, as 
Servicing Agent 

By: Orchard First Source Capital, Inc., its 
attorney in fact 

ÎJ-T®* SEANC.KELLEY 
DIRECTOR 
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Execution Version 

GUARANTEE AGREEMENT entered into at Toronto, Province of Ontario, as of this 12th day of 
February, 2016 by tiie undersigned (the Guarantor) in favour of GSO Capitai Partners. LP, as 
administrative agent for itself and on behalf of the Lenders (as hereinafter defined) (in such capacity and 
any successor thereto In such capacity, the Agent). 

WHEREAS Grafton-Fraser Inc. as borrov/er (the Borrower), the Agent, and the lenders from 
time to time parties thereto, as lenders (the Lenders) entered into an amended and restated credit 
agreement dated as of June 16. 2009 (as such agreement may be amended, restated, supplemented, 
replaced or otherwise modified from time to time. Including without limitation pursuant to each of the 
amendments dated as of April 12, 2010, June 11, 2010, March 18, 2011, December 31, 2012, June 17, 
2014, July 7, 2015, July 23, 2015 and the date hereof, the Credit Agreement): 

AND WHEREAS, it is a requirement of the Credit Agreement that the Guarantor agree to 
guarantee all present and future Obligations (as defined in the Credit Agreement) owed to the Agent and 
the Lenders; 

AND WHEREAS It is in the best interest of the Guarantor to guarantee all present and future 
Obligations, the whole in accordance with and subject to the terms and conditions of this Guarantee. 

NOW, THEREFORE, in consideration of the foregoing premises and for other good and valuable 
consideration, the receipt and sufficiency of which are hereby acknowledged, the parties hereto have 
agreed as follows: 

1. INTERPRETATION 

1.1 General Interpretation 

Unless there be something in the subject or the context inconsistent therewith, words importing the 
singular only shall Include the plural and vice versa, and words importing the masculine gender shall 
include the feminine gender, and vice versa. 

1.2 Incorporation of Credit Agreement Definitions 

The capitalized words and expressions used in this Guarantee or In any deed, document or instrument 
supplemental or ancillary hereto, unless otherwise defined herein or unless there be something In the 
subject or the contexi inconsistent therewith, shal) have the same meaning as that ascribed to them at 
any time and from time to time in the Credit Agreement. 

1.3 Headings 

The headings are Inserted for convenience only and do not affect the meaning or the interpretation of the 
present Agreement. 

1.4 Governing Law ' 

This Guarantee and the Interpretation and enforcement thereof shall be governed by and construed In 
accordance with the laws of the Province of Ontario and the federal laws of Canada applicable therein. 

1.5 Formai Notice 

The Guarantor shall be mise en demeure by the mere lapse of time for performing Its obligations or by 
the arrival or forfeiture of the term, or by any other cause provided by law. 
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1.6 Reference to this Guarantee 

The expressions "hereto" or "hereunder" or "hereof or "herein" or "this Agreement" or "this Guarantee" 
refer to this guarantee agreement, including all amendments, modifications and supplements and any 
annexes, exhibits and schedules to any of the foregoing, and shall refer to this guarantee agreement as 
the same may be In effect at the time such reference becomes operative. , 

1.7 Contract bv Mutual Agreement 

The provisions of this Guarantee have been freely discussed and negotiated between the parties and the 
rules relating to contracts of adhesion do not apply. 

2. GUARANTEE AND OTHER COVENANTS 

2.1 Guarantee 

The Guarantor hereby unconditionally and irrevocably guarantees the prompt and complete payment 
(whether at stated maturity, by acceleration or otherwise) and strict performance and observance of the 
following obligations (hereinafter collectively referred to as the Guaranteed Obligations): (i) the prompt 
payment or performance In full, as and when due and payable, of ail Obligations now or hereafter owing 
to the Agent or any Lender, (il) the strict performance and observance by the Borrower and any other 
Guarantor (as defined in the Credit Agreement) of all agreements, warranties, representations, 
covenants, conditions and obligations (whether actual or contingent, whether now existing or hereafter 
arising, whether or not for the payment of money, and including, without limitation, any obligation or 
liability to pay damages) pursuant to or In connection with the Loan Documents, Including, without 
limitation, the Credit Agreement; and (iii) the prompt payment or performance in full, as and when due 
and payable, of all other amounts now or hereafter owing by the Borrower and any other Guarantor (as 
defined in the Credit Agreement) to the Agent or any Lender pursuant to or in connection with the Loan 
Documents, including by way of guarantee or indemnity, whether now existing or hereafter Incurred, 
matured or unmatured, direct, indirect or contingent, Including any extensions and renewals thereof and 
including the payment of all amounts payable by the Guarantor hereunder and the legitimate costs 
(Including, without limitation, all reasonable fees, charges and disbursements of counsel) that the Agent 
may incur to recover the obligations described hereinabove. The Guarantor expressly covenants to pay 
the Guaranteed Obligations to the Agent, for its benefit and the benefit of the Lenders, as of and from any 
demand for payment presented In accordance with .the provisions of the Credit Agreement and this 
Guarantee. The Guarantor agrees that this Guarantee is a Guarantee of payment and performance and 
not of collection, and that its obligations under this Guarantee shall be absolute and unconditional. 

2.2 Payment on Demand 

The Guarantor shall, upon the occurrence of an Event of Default which is continuing, and upon demand 
by the Agent, make immediate payment to the Agent of the entire outstanding Guaranteed Obligations 
due and owing to the Agent or any Lender. Any such payment by a Guarantor shall be made to the 
Agent In immediately available ftjnds to an account designated by the Agent or at the address set forth In 
the Credit Agreement for the giving of notice to the Agent or at any other address that may be specified in 
writing from time to time by the Agent. 

In addition, each payment to be made by the Guarantor under this Guarantee shall be payable in the 
currency or currencies in which such Guaranteed Obligations are denominated. 



2.3 Statement Constitutma Prima Facie Evidence of Amount Due 

Any statement prepared by the Agent shall constitute prima facie evidence of the amount which, as of the 
date of the statement so prepared, absent manifest error, Is due by the Borrower or any Guarantor (as 
defined under the Credit Agreement) to the Agent or any Lender, including in principal and interest, 
pursuant to the Guaranteed Obligations. 

2.4 Continuing Guarantee ' 

This Guarantee shall be a continuing, absolute and unconditional guarantee, and It shall remain In full 
force and bind the Guarantor until the later of (I) Indefeasible payment in full of the Guaranteed 
Obligations and all other amounts payable hereunder and (ii) the termination of the Lenders' obligations 
to advance funds under the Credit Agreement (the Termination Date). 

The Guarantor hereby irrevocably renounces every right it may acquire to be released from Its guarantee 
pursuant to Article 2366 of the Civil Code of Québec. The Guarantor also irrevocably renounces any 
rights it may acquire to be released from this Guarantee pursuant to Article 2362 of the Civil Code of 
Québec. \Mthln 30 days of the request of the Agent or any Lender, made at any time, the Guarantor shall 
renew its guarantee hereunder by executing such documents for this purpose as may be requested by 
such person, acting reasonably. 

2.5 No Release of the Guarantor . 

This Guarantee shall not be affected by the loss or diminution of capacity of the Borrower or any 
Guarantor (as defined under the Credit Agreement)or by any change in the name of any such Person, or 
by the acquisition of the business of the Borrower or any Guarantor (as defined under the Credit 
Agreement) by another Person, or by any change whatsoever in the objects, capital structure or 
constitution of the Borrower or any Guarantor (as defined under the Credit Agreement), or by any 
Borrower or any Guarantor (as defined under the Credit Agreement) or the business of any such Person 
being amalgamated with any other Person but shall, notwithstanding the occurrence of any such event, 
continue to exist and apply to the full extent as if such event had not happened. 

No settlement or discharge of the Guaranteed Obligations shall be effective if any payment by any 
Borrower or any Guarantor (as defined under the Credit Agreement) in respect of the Guaranteed 
Obligations is avoided or reduced by virtue of any provisions or enactments relating to bankruptcy, 
insolvency, liquidation or similar taws of general application from time to time, and if such payment is so 
avoided or reduced, the Agent and the Lenders shall be entitled to recover the amount of such payment 
as if such settlement or discharge had not occurred. 

2.6 Absolute Guaranteed Obligations • 

All payments due to the Agent or the Lenders pursuant to the terms of this Guarantee or all other 
provisions, conditions, covenants and agreements to be observed and executed by the Guarantor shall 
be made, observed and executed by the Guarantor without any reduction whatsoever Including, without 
limitation, all reductions resulting from any means of defense, right of action, right of compensation or 
from a reconventional demand of whatever nature, which the Guarantor should dispose of or has 
disposed of, at any time against the Agent or the Lenders, in connection with this Guarantee, the Credit 
Agreement, the other Loan Documents or otherwise. . 

2.7 Imputation of Payments 

Notwithstanding the provisions of Article 1572 of the Civil Code of Québec as well as any other legal rule 
concerning the imputation of payments, all sums of money received from the Guarantor or the Borrower, 



shall be imputed to the payment, in principal, Interest and fees, of the Guaranteed Obligations in 
accordance with the provisions of the Credit Agreement. 

2.8 Subrogation 

The Guarantor may not be subrogated in the rights of the Agent or the Lenders untii the Termination 
Date. 

2.9 Assessment of the Value of the Guarantees in the Event of a Proof of Claim 

If the Agent or any Lenders have to produce a proof of claim relating to the Borrower's assets and have to 
assess the guarantees held by them, the Agent shall assess such value at their own discretion, acting 
reasonably, and the claim that they will present, as well as their assessment of such value, will neither 
prejudice nor restrict, by any means, the rights of the Agent or any Lenders against the Guarantor, nor 
reduce the Guaranteed Obligations or the obligations of the Guarantor pursuant to the terms of this 
Guarantee. 

2.10 Additional Securltv 

The guarantee contemplated hereunder is in addition to and not in substitution for any other guarantee 
given by anyone whomsoever and shall not prejudice any and all security granted to the Agent or the 
Lenders by anyone whomsoever, and held by it at any time whatsoever. The Agent and the Lenders shall 
not be bound to give a rank or marshal their security nor to apply this principle to sums of money which 
they shall be entitled to receive or to other assets upon which they may possess rights. 

2.11 Irregularities in Borrowing of No Effecton the Guaranteed Obligations of the Guarantor 

All moneys, advances, renewals and credits borrowed or actually obtained by the Guarantor from the 
Lenders under the Credit Agreement, and all debts and liabilities of the Guarantor under the Credit 
Agreement and the Loan Documents, shall be deemed valid and shall constitute part of the Guaranteed 
Obligations, r notwithstanding any lack or limitation of status or of power, incapacity or disability of the 
Guarantor or the directors, partners or agents thereof, or that the Guarantor may be a legal or suable 
entity, or any irregularity, defect or informality in the obtaining of the said moneys, advances, renewals 
and credits, whether or not the Agent or any of the Lenders shall have had knowledge of same, It being 
expressly understood that any amount which may not be recoverable from the Guarantor as a 
consequence of any irregularity, defect or informality whatsoever in the principal debtors shall be 
recoverable from any other Guarantor (as defined in the Credit Agreement) and payable to the Agent for 
the account of the Lenders or itself, with Interest, fees, costs and accessories, the whole as provided 
herein. ' 

2.12 Renunciation to the benefits of division and discussion 

The Agent and the Lenders shall not be obliged to exercise any of their recourses against the Borrower or 
any other Guarantor (as defined in the Credit Agreement) or against others, or to discuss any of the 
security which they hold or shall hold or which the Agent holds or shall hold for the benefit of the Lenders 
before being entitled to the payment by the Guarantor of the Guaranteed Obligations and they shall not 
be bound to offer or to deliver their security before the Termination Date. The Guarantor renounces to the 
benefits of discussion and division. 

2.13 Joint and Several Liabilitv of Codebtor 

The Guarantor hereby binds itself with the Borrower as joint and several codebtor for the repayment of 
the Guaranteed Obligations. The obligations of the Guarantor under this Guarantee are independent of 
the obligations of the Borrower under the Credit Agreement or any other Loan Document and a separate 
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action or actions may be brought and prosecuted against the Guarantor separately or against the 
Guarantor and any one or more of such other guarantors jointly and severally, or against some separately 
and some jointly and severally, whether or not any of the Borrower or other Guarantor (as defined in the 
Credit Agreement) be joined in any such action or actions. The Guarantor waives, to the full extent 
permitted by law, the benefit of any prescription (as such term is used in the Civil Code of Québec) or 
statute of limitations affecting its liability hereunder or the enforcement thereof. 

2.14 Agent may Grant Extensions of Time 

The Agent without thereby releasing the Guarantor, in whole or in part, under the guarantee 
contemplated hereunder, may grant extensions of time, renewals, postponements and releases; it may 
also (i) take and give up security or abandon same, in whole or in part, (li) abstain from taking, perfecting, 
registering, publishing, renewing or enforcing any security, (ili) accept arrangements or othenwise deal 
with the any of the Borrower and others including any guarantor, (iv) dispose of any security, (v) 
supplement, modify, amend, extend, renew, compromise, discharge, accelerate or otherwise change the 
time for payment or the terms of the Guaranteed Obligations or any part thereof, including any increase 
or decrease of the rate(s) of interest thereon, and (vi) amend, terminate, waive or otherwise modify any 
provision of the Credit Agreement or any other Loan Document. Without limiting the generaiity of the 
foregoing, the Guarantor consents to the taking of, or failure to take, any action which might in any 
manner or to any extent vary the risks of the Guarantor under this Guarantee or which, but for this 
provision, might operate as a discharge of the Guarantor. 

2.15 Subordination and Postponement 

The Guarantor expressly covenants and agrees that the payment of all indebtedness, principal, interest 
(including interest which accrues after the commencement of any case or proceeding In bankruptcy, or 
for the reorganization of the Borrower), fees, charges, expenses, attomeys' fees and any other sum, 
obligation or liability owing by the Borrower to such Guarantor, including any Intercompany trade 
payables or royalty or licensing fees, is subordinated, to the extent and in the manner provided In the 
Credit Agreement, to the prior payment in full of all Guaranteed Obligations and that the subordination is 
for the benefit of the Agent and the Lenders, and the Agent may enforce such provisions directly. 
Notwithstanding the foregoing, unless and Event of Default Is continuing, the Guarantor may receive and 
pay any Indebtedness owing from time to time between the Guarantor and the Borrower and such 
payment and receipt shall constitute a valid discharge of the Indebtedness so paid and received. 

3. REPRESENTATIONS AND WARRANTIES 

3.1 Incorporation bv Reference 

In addition to and not in substitution for any representation and warranty contained in this Guarantee, the 
Guarantor does hereby represent and warrant to and In favour of the Agent and the Lenders that: 

(a) Corporate Status. The Guarantor Is a' corporation duly amalgamated and validly existing under 
the laws of the Province of Ontario. The Guarantor has all necessary corporate power and 
authority to conduct its business as presently conducted and to own or lease its properties and 
assets In each jurisdiction where such properties and assets are situated or such business is 
conducted. 

(b) Corporate Power and Authority. The Guarantor has full corporate power and authority to enter 
into the Loan Documents to which It is a party, and to do all acts and things and execute and 
deliver all documents as are required hereunder or thereunder to be done, observed or 
performed by It in accordance with the terms hereof or thereof. 



(c) Authorization and Enforceability. This Agreement and each of the other Loan Documents to 
which the Guarantor is a party has been delivered by the Guarantor and constitutes a valid and 
legally binding obligation of the Guarantor, enforceable against it in accordance with its terms, 
subject to applicable bankruptcy, insolvency and other laws affecting the enforcement of 
creditors' rights generally. 

(d) Conflict with Constating Documents and Agreements. Neither the execution and delivery of 
the Loan Documents nor the consummation by the Guarantor of any of the transactions herein 
and therein contemplated, nor compliance by the Guarantor with the terms, conditions and 
provisions of the Loan Documents to which it Is a party, will conflict with or result in a breach of 
any of the terms, conditions or provisions of: . 

(I) the constating documents, certificates or articles of incorporation or by laws of the the 
Guarantor or any unanimous shareholders' agreement relating to It; 

(il) any resolution of the shareholders, directors or any committee of directors of the the 
Guarantor; ' 

(iii) any agreement (including any Material Contract), instrument or arrangement to which the 
Guarantor is now a party or by which it, or Its properties are. or may be, bound, or will 
constitute a default which could give rise to damages or the right to terminate such 
agreement, or will result in the creation or imposition of any Lien (other than Permitted 
Encumbrances) upon any of the properties or assets of the Guarantor; 

(iv) any judgment or order, writ, injunction or decree of any court; or 

(v) any Applicable Law. 

(e) No Other Authorization or Consents Necessary. No action (including, without limitation, the 
giving of any consent, licence, right, approval, authorization, registration, order or permit) of, or 
filing with, any Governmental Authority is required to authorize, or Is otherwise required in 
connection with, the execution, delivery and performance by the Guarantor of the Loan 
Documents or in order to render this Guarantee and the Loan Documents legal, valid, binding or 
enforceable and no consents, approvals or other authorizations are required in connection with 
the assignment of accounts receivable pursuant to the Loan Documents except those actions 
which have been obtained or filings which have been made. 

(f) No Third Party Consents. Except for the consents and approvals that have been obtained by 
the Borrower or the Guarantor, no consent or approval of any other party (including, without 
limitation, any landlord that is party to a Lease) Is required in connection with the execution, 
delivery and performance by the Guarantor of the Loan Documents to which It Is a party in order 
to render this Guarantee or any of the Loan Documents to which the Guarantor Is a party legal, 
valid, binding or enforceable against such Person except, in each case, those consents or 
approvals which have been obtained. • 

4. COVENANTS OF THE GUARANTOR 

4.1 Incorporation bv Reference 

In addition to and not in substitution for any covenant, agreement, undertaking and condition contained In 
this Guarantee, the Guarantor does hereby covenant and agree with the Agent and the Lenders, that It 
shall comply with, and ensure the compliance of, all covenants, agreements, undertakings and conditions 



given by the Borrower in the Credit Agreement and the other Loan Documents, and each such covenant, 
agreement, undertaking and condition is hereby incorporated by reference, mutatis mutandis. 

5. SURVIVAL OF REPRESENTATIONS, WARRANTIES AND COVENANTS 

5.1 Survival 

All representations, warranties, covenants, agreements, undertakings and conditions made by the 
Guarantor and/or the Borrower in the Loan Documents, which, if not true, accurate and complete when 
made and which, if not performed in accordance with the terms thereof, are materia), shall be considered 
to have been relied on by the Agent and Lenders and shall survive the execution and delivery of this 
Guarantee or any Investigation made at any time by or on behalf of the Agent and any disposition or 
payment of the Guaranteed Obligations until the Termination Date. 

6. GENERAL PROVISIONS 

6.1 Notices 

Except as otherwise provided herein, all notices, requests, demands or other communications to or upon 
the respective parties hereto shall be deemed to have been duly given or made to the party to whom 
such notice, request, demand or other communication is required or permitted to be given or made under 
this Guarantee, when delivered to such party in accordance with the provisions of the Credit Agreement. 

6.2 Assignment 

The rights and obligations of the Guarantor pursuant to the terms of this Guarantee are personal and 
consequently, shall not be assigned or transferred, such assignment being null and void from the 
standpoint of the Agent and the Lenders. 

6.3 Renunciation 

The rights and recourses of the Agent and the Lenders, pursuant to the terms of this Guarantee, shall be 
cumulative and not exclusive of all the rights and recourses which they should otherwise dispose of. Any 
omission or delay of the Agent or the Lenders in the exercise of any right, shall not constitute a 
renunciation to such rights. Any unique or partial exercise of any power or right shall not prohibit its 
subsequent exercise nor the exercise of any other power or right. 

6.4 Expenses 

The Guarantor agrees to pay all costs and expenses Including, without limitation, reasonable legal fees 
Incurred by the Agent and the Lenders in order to collect or have the obligations of the Guarantor 
respected pursuant to this Guarantee. . 

6.5 Severability 

Any provision of this Guarantee which is prohibited or unenforceable in any jurisdiction shal), as to such 
jurisdiction, be ineffective to the extent of such prohibition or unenforceability without invalidating the 
remaining provisions hereof In that jurisdiction or affecting the validity or enforceability of such provision In 
any other jurisdiction. 



6.6 Judicfal Proceedings 

Any judicial proceeding brought against the Guarantor with respect to any claim or dispute related to this 
Guarantee may be brought in any court of competent jurisdiction in the City of Toronto, Province of 
Ontario, and, by execution and delivery of this Guarantee, the Guarantor, to the extent permitted by law, 
(i) accepts generally and unconditionally, and submits to the nonexclusive jurisdiction of such courts and 
any related court of appeal and irrevocably agrees to be bound by any final judgment rendered thereby in 
connection with any claim or dispute related to this Guarantee and (ii) irrevocably waives any objection it 
may now or hereafter have as to any such proceeding having been brought in such court or that such 
court is an Inconvenient forum. Nothing herein shall limit the right of the Agent or the Lenders to bring 
proceedings against the Guarantor In the courts of any other jurisdiction. 

6.7 Judgment Currency , 

If for the purpose of obtaining judgment In any court it is necessary to convert an amount due hereunder 
in the currency in which It is due (the "Original Currency") into another currency (the "Second 
Currency"), the rate of exchange applied shall be that at which, In accordance with normal banking 
procedures, the Agent could purchase in the New York foreign exchange market, the Original Currency 
with the Second Currency on the date two (2) Business Days preceding that on which judgment is given. 
The Guarantor agrees that Its obligation In respect of any Original Currency due from it hereunder shall, 
notwithstanding any judgment or payment in such other currency, be discharged only to the extent that, 
on the Business Day following the date the Agent receives payment of any sum so adjudged to be due 
hereunder in the Second Currency, the Agent may, In accordance with normal banking procedures, 
purchase, In the New York foreign exchange market, the Original Currency with the amount of the 
Second Currency so paid; and if the amount of the Original Currency so purchased or could have been 
so purchased is less than the amount originally due in the Original Currency, the Guarantor agrees as a 
separate obligation and notwithstanding any such payment or judgment to indemnify the Agent against 
such loss. The term "rate of exchange" In this Section 6.7 means the spot rate at which the Agent, in 
accordance with normal practices, is able on the relevant date to purchase the Original Currency with the 
Second Currency, and includes any premium and costs of exchange payable in connection with such 
purchase. 

6.8 Acknowledgment 

The Guarantor hereby acknowledges that it has received and taken cognizance of an original executed 
copy of the Loan Documents and is familiar with all the provisions thereof.. 

6.9 Paramountcv 

In the event that any provisions of this Guarantee Agreement contradict and are otherwise incapable of 
being construed in conjunction with the provisions of the Credit Agreement, the provisions of the Credit 
Agreement shall take precedence over those contained in this Guarantee and, in particular. If any act of 
the Guarantor Is expressly permitted under the Credit Agreement but Is prohibited under this Guarantee, 
any such act shall be permitted under the Credit Agreement and shall be deemed to be permitted under 
this Guarantee, . ' 

6.10 Further Assurances 

The Guarantor agrees, at its expense and upon the written request of the Agent, to do all such things and 
to execute and deliver to the Agent, from time to time, any such additional Instruments or documents 
reasonably considered necessary by the Agent to cause this Guarantee to be, become or remain valid 
and effective In accordance with its terms. 



6.11 Indemnity 

As an original and independent obligation under this Guarantee the Guarantor shaii: 

(1) indemnify the Agent and each of the Lenders, and keep each of them indemnified, against all costs, 
losses, expenses and liabilities of whatever kind resulting from the failure by the Borrower or any other 
Guarantor (as defined In the Credit Agreement) to make due and punctual payment of any of the 
Guaranteed Obligations or resulting from any of the Guaranteed Obligations being or becoming void, 
voidable, unenforceable or ineffective against the Borrower or any other Guarantor (as defined in the 
Credit Agreement) (including, but without limitation, ail legal and other costs, charges and expenses 
Incurred by the Agent and the Lenders, or any of them, in connection with preserving or enforcing, or 
attempting to preserve or enforce, its rights under this Guarantee); and 

(2) without duplication of the rights of the Agent or the Lenders under Section 2.1, pay on demand the 
amount of such costs, losses, expenses and liabilities whether or not the Agent has attempted to enforce 
any rights against the Borrower, any other Guarantor (as defined in the Credit Agreement) or any other 
Person or othenvise. . 

6.12 Right of Set-off 

The Agent and each of the Lenders are authorized by the Guarantor at any time and from time to time 
and may, to the fullest extent permitted by the Credit Agreement and by law, set off and apply any and all 
deposits (general or special, time or demand, provisional or final) at any time held and other 
indebtedness at any time owing by the Agent or the Lenders to or for the credit or the account of the 
Guarantor against any and all of the obligations of the Guarantor due and owing at such time irrespective 
of whether or not (a) the Lenders or the Agent have made any demand under this Guarantee, or (b) any 
of the obligations comprising the Guaranteed Obligations are contingent or unmatured. The rights of the 
Agent and the Lenders under this Section 6.12 are in addition and without prejudice to and are 
supplemental to other rights and remedies which the Agent and the Lenders may have. 

6.13 Waivers, etc. 

No consent or waiver by the Agent or the Lenders in connection with this Guarantee is binding unless 
made in writing and signed by an authorized officer of the Agent. Any consent or waiver given under this 
Guarantee is effective only in the specific instance and for the specific purpose for which it was given. No 
waiver of any of the provisions of this Guarantee constitutes a waiver of any other provision. 

A failure or delay on the part of the Agent or the Lenders in exercising a right or remedy under this 
Guarantee or any other Loan Document does not operate as a waiver of, or impair, any rights or 
remedies of the Agent or the Lenders however arising. A single or partial exercise of a right or remedy on 
the part of the Agent or the Lenders does not preclude any other or further exercise of that right or 
remedy or the exercise of any other rights or remedies by the Agent or the Lenders. 

6.14 Amendment • 

This Guarantee may only be amended, supplemented or otherwise modified by written agreement of the 
Agent and the Guarantor. 

8.15 Counterparts 

This Guarantee may be executed in any number of counterparts, each of which when executed and 
delivered is an original but all of which taken together constitute one and the same Instrument, any party 
may execute this Guarantee by signing any counterpart of it and may communicate such signing by 
facsimile or otherwise. 
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6.16 Loan Document ' 

The Guarantor acknowledges and agrees that this Guarantee shall constitute a Loan Document for 
purposes of the Credit Agreement. 

6.17 Language 

The parties hereto have expressly requested that this Guarantee and al) related documents be drawn up 
in the English language. A la demande expresse des parties aux présentes, cette convention et tout 
document y affémnt ont été rédigés en langue anglaise. 

[Signature page follows] 



IN WITNESS WHEREOF, the Guarantor has signed this Guarantee as of the dale and in the place first 
hereinabove mentioned. 

2473304 ONTARIO INC.. 
as Guarantor 

Per; 

Name : 

Title : ' I  C f d  

Signature page - Guarantee 
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THIS IS EXHIBIT "G" 

referred to in the Affidavit of 

Mark Sun sworn before me this 

6th day of June 2016 



Execution Version 

GENERAL SECURITY AGREEMENT 

TO: GSO CAPITAL PARTNERS, LP, 
as Administrative Agent for the benefit of itself 
and the lenders from time to time party to the 

. Credit Agreement referred to below (the "Lenders"), 
345 Park Avenue, 31st Floor, 
New York, New York 10154, 

(hereinafter the "Administrative Agent") 

GRANTED BY: 2473304 ONTARIO INC., 

having its principal office at 388 Applewood Crescent, 
Vaughan, Ontario L4K 4B4 

(hereinafter the "Corporation") 

SECTION I GRANT OF SECURITY INTEREST 

1.1 Security Interest 

As general and continuing security for the payment and performance of any and all indebtedness, 
obligations and liabilities, present or future, direct or indirect, absolute or contingent, matured or 
not, at any time owing by the Corporation to the Administrative Agent and the Lenders'or 
remaining unpaid by the Corporation to the Administrative Agent and the Lenders, wheresoever 
and howsoever incurred and howsoever evidenced, whether arising from dealings between the 
Administrative Agent and/or the Lenders and the Corporation or from other dealings or 
proceedings by which the Corporation may be or become in any manner indebted, obligated or 
liable to the Administrative Agent and/or the Lenders including, without limitation, under the 
Guarantee (as such term is hereinafter defined) and wherever incurred and in any currency and 
whether incurred by the Corporation alone or with another or others and whether as principal, 
guarantor or surety, and all interest, commissions, costs of realization, legal and other costs, 
charges and expenses (all of the foregoing being herein collectively called the "Obligations"), 
the Corporation, IN CONSIDERATION OF THE OBLIGATIONS and for other good and 
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, hereby 
grants to the Administrative Agent a continuing security interest in, and a security interest is 
taken in, all of the property, assets and undertakings of the Corporation, whether now owned or 
hereafter-acquired by or on behalf of the Corporation, wherever located (the "CoUateral"), 
including, without limitation, all of the Corporation's present and after acquired personal 
property and including, without limitation: 

(a) Accounts Receivable 

All debts, book debts, accounts, claims, demands, moneys and choses in action 
whatsoever including, without limitation, claims against the Crown and claims under 
insurance policies, which are now owned by or are due, owing or accruing due to the 

Tor#: 3303572,4 
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Corporation or which may hereafter be owned by or become due, owing or accruing due 
to the Corporation together with all contracts, investment property, bills, notes, lien notes, 
judgments, chattel mortgages, mortgages and all other rights, benefits and documents 
now or hereafter taken, vested in or held by the Corporation in respect of or as security 
for the same and the full benefit and advantage thereof, and all rights of action or claims 
which the Corporation now has or may at any time hereafter have against any Person in 
respect thereof (all of the foregoing being herein collectively called the "Accounts 
Receivable"); 

(b) Inventory 

All inventory of whatever kind now or hereafter owned by the Corporation or in which 
the Corporation now or hereinafter has an interest or right of any kind, and all accessions 
thereto and products thereof, including, without limitation, all goods, merchandise, raw 
materials, goods in process, finished goods, packaging and packing material and other 
tangible personal property now or hereafter held for sale, lease, rental or resale or that are 
to be furnished or have been furnished under a contract of service or that are to be used or 
consumed in the business of the Corporation (all of the foregoing being herein 
collectively called the "Inventory"); • 

(c) Equipment 

All goods now or hereafter owned by the Corporation which are not inventory or 
consumer goods as defined in the Personal Property Security Act (Ontario) or, to the 
extent applicable, similar legislation of any other jurisdiction,, as amended fi-om time to 
time (collectively, the "PPSA") including, without limitation, all machinery, equipment, 
fiimiture, furnishings, fixtures, and other tangible personal property (except Inventory), 
including motor vehicles with respect to which a certificate of title has been issued, 
aircraft, dies, tools, jigs, and office equipment, as well as all of such types of property 
leased by the Corporation and all of the Corporation's rights and interests with respect 
thereto under such leases (including, without limitation, options to purchase); together 
with all present and future additions and accessions thereto, replacements therefor, 
component and auxiliary parts and supplies used or to be used in connection therewith, 
and all substitutes for any of the foregoing, and all manuals, drawings, instructions, 
warranties and rights with respect thereto; wherever any of the foregoing is located (all of 
the foregoing being herein collectively called the "Equipment"); 

(d) Chattel Paper, Instruments, Securities etc. 

All chattel paper, instruments, warehouse receipts, bills of lading and other documents of 
title, whether negotiable or non-negotiable, share, stock, security entitlements, warrants, 
bonds, debentures, debenture stock or other securities or investment property and 
financial assets now or hereafter owned by the Corporation; 

(e) Intangibles 

All intangibles now or hereafter owned by the Corporation including, without limitation, 
all goodwill connected with or symbolized by any of such general intangibles; all 
contract rights, documents, applications, licenses, materials and other matters related to 



such general intangibles; all tangible property embodying or incorporating any such 
general intangibles; and all chattel paper and instruments relating to such general 
intangibles. The Collateral shall include (i) all patents, and all unpatented or 
unpatentable inventions; (ii) all trademarks, service marks, and trade names; (iii) all 
copyrights and literary rights; (iv) all computer soJftware programs; (v) all mask works of 
semiconductor chip products; (vi) all trade secrets, proprietary information, customer 
lists, manufacturing, engineering and production plans, drawings, specifications, 
processes and systems (collectively, the "Intellectual Property" and, together with all of 
the foregoing, collectively, the "Intangibles"). 

(f) Books and Accounts, etc. 

With respect to the personal property described in Paragraphs (a) to (e) inclusive, all 
books, accounts, invoices, deeds, documents, writings, letters, papers, security certificates 
and other records in any form evidencing or relating thereto and all contracts, securities, 
instruments and other rights and benefits in respect thereof; 

(g) Other Property 

The uncalled capital, money, rights, bills of exchange, negotiable and non negotiable 
instruments, judgments and securities not otherwise described in Paragraphs (a) to (f) 
inclusive; 

(h) Replacements, etc. 

With respect to the personal property described in Paragraphs (a) to (g) inclusive, all 
substitutions and replacements thereof, increases, additions and accessions thereto and 
any interest of the Corporation therein; and 

(i) Proceeds 

With respect to the personal property described' in Paragraphs (a) to (h) inclusive, 
personal property in any form or fixtures derived directly or indirectly from any dealing 
with such property or that indemnifies or compensates for such property destroyed or 
damaged and proceeds of proceeds whether of the same type, class or kind as the original 
proceeds. 

1.2 Definitions and Interpretation 

In this General Security Agreement: 

(a) Terms used herein and defined in the PPSA shall have the same meanings as in 
the PPSA unless the context otherwise requires; ' 

(b) Capitalized terms used and not otherwise defined herein shall have the meaning 
ascribed to them in the Credit Agreement (as hereinafter defined); 

(c) Any reference to "Collateral" shall, unless the context otherwise requires, refer to 
. "Collateral or any part thereof; • 
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(d) Any reference to the "STA" shall refer to the Securities Transfer Act, 2006 
(Ontario) or, to the extent applicable, similar legislation of any other jurisdiction, 
as amended from time to time; 

(e) The grant of the security interest herein provided for shall include, without 
limitation, a fixed mortgage, hypothecation, pledge, charge and assignment of the 
Collateral in favour of the Administrative Agent; 

(f) "Borrower" means Graflon-Fraser Inc.; . 

(g) "Credit Agreement" shall mean the amended and restated credit agreement dated 
as of June 16, 2009 among, inter alia, the Administrative Agent, the lenders from 
time to time party thereto (the "Lenders") and the Borrower, as the same may be 
amended, supplemented, revised, replaced or restated from time to time, including 
without limitation pursuant to each of the amendments dated as of April 12, 2010, 
June 11, 2010, March 18, 2011, December 31, 2012, June 17, 2014, July 7, 2015, 
July 23, 2015 and the date hereof; 

(h) "Guarantee" shall mean the guarantee dated as of the date hereof and made by 
the Corporation in favour of the Administrative Agent and the Lenders, in respect 
of the obligations of the Borrower under the Credit Agreement, as the same may 
be amended, supplemented, revised, replaced or restated from time to time; 

(i) "Registered Intellectual Property" means any Intellectual Property in respect of 
which ownership, title, security interests, charges or encumbrances are from time 
to time registered, recorded or notated with any Governmental Authority pursuant 
to applicable laws; 

(j) The term "security interest" shall include, without limitation, a fixed mortgage, 
hypothecation, pledge, charge and assignment; 

(k) The term "purchase money security interest" shall mean a purchase money 
security interest granted by the Corporation under the PPSA to secure all or any 
part of the indebtedness incurred by the Corporation in connection with the 
acquisition of property (not in excess of the acquisition price of such property) or 
any extension or renewal or replacement of such indebtedness provided that the 
principal amount of such indebtedness is not increased; and 

(1) The term "encumbrance" includes, without limitation,-a security interest, lien, 
hypothec, claim, charge, deemed trust or encumbrance of any kind whatsoever. 

1.3 Exceptions 

(a) The last day of the term of any lease or sub-lease, oral or written, or any 
agreement therefor, now held or hereafter acquired by the Corporation, shall be 
excepted from the security interest hereby granted and shall not form part of the 
Collateral, but the Corporation shall stand possessed of such one day remaining, 
upon trust to assign and dispose of the same as the Administrative Agent or any 
assignee of such lease, or sub-lease or agreement shall direct. If any such lease, 



sub-lease or agreement therefor contains a provision which provides in effect that 
such lease, sub-lease or agreement may not be assigned, sub-leased, charged or 
encumbered without the leave, license, consent or approval of the lessor, the 
application of the security interest created hereby to any such lease, sub-lease or 
agreement shall be conditional upon such leave, license, consent or approval 
having been obtained. 

(b) Pursuant to this General Security Agreement: 

(i) To the extent that the creation of the security interest created hereby would 
constitute a breach of or default under, or permit the acceleration or 
termination of any agreement, right, licence or permit of the Corporation 
which constitutes Collateral (each, a "Restricted Asset"), the security 
interest created hereunder shall not attach to the Restricted Asset, but the 
Corporation shall, subject to paragraph (ii) below, hold its interest in the 
Restricted Asset in trust for the Administrative Agent and the Lenders, 
provided that, until the security interest created hereby has become 
enforceable, the Corporation shall be entitled to all proceeds arising under 
or in connection with the Restricted Asset. 

(ii) To the extent that the creation of the trust in paragraph (i) above would 
constitute a breach or permit the acceleration or termination of any 
Restricted Asset, the security interest created hereunder shall not attach to 
the Restricted Asset, but the security interest created hereby will constitute 
a trust created in favour of the Administrative Agent and the Lenders 
pursuant to which the Corporation shall hold as trustee its interest in all 
proceeds arising under or in connection with the Restricted Asset in trust 
for the Administrative Agent and the Lenders, provided that until the 
security interest created hereby has become enforceable, the Corporation 
shall be entitled to receive all such proceeds. 

(iii) The security interest created hereby in trademarks, trademark applications 
and other trademark rights shall not constitute an assignment if such 
assignment would impair the validity or enforceability of any such 
trademarks, trademark applications or other trademark rights. 

1.4 Corporation Remains Liable 

Notwithstanding anything herein to the contrary: 

(a) the Corporation shall remain liable under the contracts and agreements included 
in the Collateral to the extent set forth therein to perform all its duties and 
obligations thereunder to the same extent as if this General Security Agreement 
had not been executed; 

(b) the exercise by the Administrative Agent of any of the rights or remedies 
hereunder shall not release the Corporation from any of its duties or obligations 
under the contracts and agreements included in the Collateral; and 
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(c) the Administrative Agent shall not have any obligation or liability under the 
contracts and agreements included in the Collateral by reason of this General 
Security Agreement, nor shall the Administrative Agent be obligated to perform 
any of the obligations or duties of the Corporation thereunder or to take any action 
to collect or enforce any claim for payment assigned hereunder. 

1.5 Attachment 

The Corporation acknowledges that the security interests that arise under this General Security 
Agreement attach upon the execution of this General Security Agreement and that value has been 
given. A security interest in any after acquired property included in' the Collateral attaches to 
that property on acquisition of any rights therein by the Corporation. 

SECTION 2 REPRESENTATIONS AND WARRANTIES 

The Corporation represents and warrants to and in favour of the Administrative Agent on the 
Closing Date and on the last date of each fiscal quarter of the Corporation: 

2.1 Enforceability 

This General Security Agreement constitutes a valid and legally binding obligation of the 
Corporation enforceable against the Corporation in accordance with its terms, subject to: 

(a) applicable bankruptcy, insolvency, reorganization, limitations, moratorium and 
other laws generally affecting creditors' rights; and 

(b) equitable remedies such as injunction and specific performance which remedies 
are available in the discretion of a court of competent jurisdiction. , 

2.2 Names 

The legal name, business names and all former names of the Corporation and the names of all 
predecessor of the Corporation are set out on Schedule 2.2 hereof as may be amended from time 
to time. 

2.3 Jurisdiction of IncorporatioD and Locations of Collateral 

The Corporation has been incorporated under the laws of the Province of Ontario. The tangible 
Collateral, except where it is in transit to and from the locations herein described and for 
Equipment out for repair, is located at the location specified above as the Corporation's principal 
office or place of business (and its chief place of business and chief executive office) and at such 
additional addresses as provided for on Schedule 2.3 hereof as may be amended from time to 
time. The location at which all records of the Corporation pertaining to Accounts Receivable 
(and all chattel paper which evidences Accounts Receivable) and contract rights are kept at the 
location specified above or such other locations as are provided for on Schedule 2.3 hereof as 
may be amended from time to time. 



2.4 Intellectual Property 

Schedule 2.4 (as may be amended from time to time) lists all Intellectual Property owned or used 
by the Corporation. 

2.5 Survival 

All representations and warranties of the Corporation made herein or in any certificate or other 
document delivered by or on behalf of the Corporation to the Administrative Agent are material, 
shall be deemed to have been relied upon by the Administrative Agent notwithstanding any 
investigation heretofore or hereafter made by or on behalf of the Administrative Agent, shall 
survive the execution and delivery of this General Security Agreement and shall continue in full 
force and effect without time limit. 

SECTIONS COVENANTS OF THE CORPORATION 

The Corporation covenants and agrees with the Administrative Agent that so long as there shall 
remain any Obligations of or affecting any party to this General Security Agreement: 

3.1 Pavment 

The Corporation will pay duly and punctually all sums of money due by it to the Administrative 
Agent and Lenders under this General Security Agreement at the times and places and in the 
manner provided for herein and the Guarantee or the Credit Agreement, as applicable, and at the 
times and places and in the manner provided for therein and under any other agreements forming 
part of the Obligations. 

3.2 Credit Agreement 

The Corporation acknowledges having reviewed its covenants contained in the Credit Agreement 
and, to the extent such covenants relate or apply to the Corporation, agrees to observe and 
perform all such covenants provided for in the Credit Agreement. . 

3.3 Notice Regarding Change of Address^ etc. 

The Corporation shall notify the Administrative Agent in writing: 

(a) At least 30 days prior to any change of name of the Corporation; 

(b) At least 30 days prior to any transfer of the Corporation's interest in any part of 
the Collateral not expressly permitted hereunder or under the Credit Agreement; 

(c) Promptly of any significant loss of or damage to Collateral; 

(d) At least 30 days prior to any change in the location(s) of the Collateral and any 
records relating thereto other than Equipment out for repair; and 

(e) Forthwith upon becoming aware of the existence of any condition or event which 
could cause or which, with the passage of time or notice, or both, constitute a 
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Default, give the Administrative Agent written notice thereof specifying the 
nature and duration thereof and the action being taken or proposed to be taken 
with respect thereto. 

3.4 Other Financing Statements or Control 

Except as otherwise permitted under the Loan Documents, the Corporation shall not (a) file, or 
authorize to be on file, in any jurisdiction, any financing statement or like instrument with 
respect to any of the Collateral in which the Administrative Agent is not named as the sole 
secured party, or (b) cause or permit any Person other than the Administrative Agent to have 
"control" (as defined in the STA) of any financial asset or investment, property constituting part 
of the Collateral, other than "control" in favour of any depositary bank or securities intermediary 
which has subordinated its lien to the lien of the Administrative Agent pursuant to 
documentation in form and substance satisfactory to the Administrative Agent. For greater 
certainty, to the extent the Loan Documents permit the granting or existence of a security interest 
in any Collateral, the filing of a financing statement or like instrument in respect thereof is also 
permitted. Immediately upon having knowledge that a financing statement or like instrument is 
or is reasonably likely to be on file in any jurisdiction with respect to any Collateral, the 
Corporation shall (i) immediately give written notice to the Administrative Agent of such filing 
or proposed filing; and (ii) take such steps as may be requested by the Administrative Agent, 
having regard to the Permitted Encumbrances under the Credit Agreement, with respect to such 
filing. 

3.5 Special Provisions Relating to Pledged Securities. 

(a) The Corporation will cause any and all Collateral that is a security, including the 
securities listed at Schedule 3.5(a) hereof (collectively, the "Pledged Securities"), to constitute at 
all times 100% of the total number of shares that are owned by the Corporation in such relevant 
issuer. 

(b) So long as no Event of Default shall have occurred and be continuing, the 
Corporation shall have the right to exercise all voting, consensual and other powers of ownership 
pertaining to the Pledged Securities for all purposes not inconsistent with the terms of this 
Agreement, the Loan Documents or any other instrument or agreement referred to herein or 
therein, provided that the Corporation agrees that it will not vote the Pledged Securities in any 
manner that is inconsistent with the terms of this Agreement, the Loan Documents or any such 
other instrument or agreement. The Administrative Agent shall promptly upon the request of the 
Corporation execute and deliver to the Corporation or cause to be executed and delivered to the 
Corporation all such proxies and powers of attorney and all such instruments, without recourse, 
as the Corporation may reasonably request for the purpose of enabling the Corporation to 
exercise the rights and powers that it is entitled to exercise pursuant to this Section 3.5(b). 

(c) Unless and until an Event of Default shall have occurred and be continuing, the 
Corporation shall be entitled to receive and retain any dividends, distributions or proceeds on the 
Pledged Securities (whether paid or distributed in cash, securities or other property). . 

(d) If an Event of Default shall have occurred and be continuing, whether or not the 
Administrative Agent exercises any available right to declare any Obligations due and payable or 
seeks or pursues any other relief or remedy available to it under applicable law or under this 
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General Security Agreement, the Loan Documents or any other agreement relating to such 
Obligation, upon notice to the Corporation, all dividends and other distributions on the Pledged 
Securities shall be paid directly to the Administrative Agent and retained by it as part of the 
Collateral, subject to the terms of this Agreement, and, if the Administrative Agent shall so 
request in writing, the Corporation agrees to execute and deliver to the Administrative Agent any 
instruments or other documents necessary or desirable to ensure that the Pledged Securities shall 
be paid directly to the Administrative Agent, provided that if such Event of Default is cured, any 
such dividend or distribution theretofore paid to the Administrative Agent shall, promptly upon 
request of the Corporation (except to the extent theretofore applied to the Obligations), be 
returned by the Administrative Agent to the Corporation. 

3.6 Intellectual Property 

The Corporation will promptly notify the Administrative Agent in writing of the acquisition by 
the Corporation of any Registered Intellectual Property. The Corporation will provide the 
Administrative Agent with a revised Schedule 2.4 recording the acquisition and particulars of 
such additional Intellectual Property. 

SECTION 4 COLLECTION OF PROCEEDS 

4.1 Payments to the Administrative Agent 

Upon the occurrence of a Default (as defined below), the Corporation shall: 

(a) Collect and enforce payment of all Accounts Receivable (except as provided for 
in Section 4.2 or the Credit Agreement) and shall dispose of and receive payment 
for all Inventory which is ordinarily disposed of in the Corporation's business; 

(b) Receive and hold in trust for the Administrative Agent, all payments on or 
instruments received in respect of the Collateral, all rights by way of suretyship or 
guarantee which the Corporation now has or may hereafter acquire to enforce 

. payment of Collateral and all rights in the nature of a security interest whereby the 
Corporation may satisfy any Collateral out of property, and all non cash proceeds 
of any such collection, disposition or realization of any of the Collateral shall be 
subject to the security interest hereby created; 

(c) Endorse to the Administrative Agent and forthwith deliver to it all such payments 
and instruments in the form received by the Corporation; and 

(d) Forthwith deliver to the Administrative Agent all property in the Corporation's 
possession or hereafter coming into its possession through enforcement of any 
such rights. 

4.2 Account Debtor 

Following the occurrence of a Default, the Administrative Agent may at any time notify or 
require the Corporation to notify an account debtor or debtor under any Accounts Receivable, 
investment property, chattel paper or Intangible of the assignment of such Accounts Receivable, 
investment property, chattel paper or Intangible to the Administrative Agent and require such 
Person to make payment to the Administrative Agent in respect of any of the Accounts 
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Receivable, investment property, chattel paper or Intangible, and the Administrative Agent may 
hold all amounts acquired or received from any such account debtors or obligors (and if any such 
amounts are received by the Corporation, they shall be held in trust by the Corporation for the 
benefit of the Administrative Agent and as promptly as possible remitted or delivered to the 
Administrative Agent for application as provided herein), together with income on such amounts, 
as part of the Collateral and as security for the Obligations. 

SECTIONS DEFAULT 

5.1 Default 

Without in any way limiting the demand nature of the Obligations or any of them, the 
Obligations secured hereby shall, in relation to the Credit Agreement in accordance with this 
General Security Agreement, become immediately due and payable and the security interests 
hereby constituted shall become enforceable in each and every of the following events (herein 
called a "Default"): 

(a) if the Corporation fails to make any payment of any of the Obligations when due 
(following the expiry of any applicable cure period as set out in the Credit 
Agreement); and 

(b) upon the occurrence and during the continuance of any other Event of Default, as 
defined in the Credit Agreement, that has not been waived by the Administrative 
Agent. 

5.2 Demand Nature of Obligations 

The Corporation agrees that the provision of defaults in Section 5.1 hereof shall not derogate 
from any demand nature of the Obligations as provided in the Guarantee or the Credit 
Agreement as at any time without restriction, whether or not the Corporation has complied with 
the provisions of this General Security Agreement or any other agreement or instrument between 
it and the Lenders or the Administrative Agent. The Corporation agrees that upon the occurrence 
and during the continuance of a Default under Section 5.1 hereof the security interests hereby 
constituted shall become enforceable and the Administrative Agent shall be entitled to exercise 
and enforce any or all of the remedies herein provided or which may otherwise be available to 
the Administrative Agent by statute at law or in equity and all amounts secured hereby shall 
immediately be paid to the Administrative Agent by the Corporation. 

SECTION 6 REMEDIES ON DEFAULT 

If the security interests hereby constituted become enforceable, the Administrative Agent shall 
have, in addition to any other rights, remedies and powers which it may have at law, in equity or 
under the PPSA, the Civil Code of Quebec (the "CCQ") or the Uniform Commercial Code (the 
"Code") (whether or not the CCQ or the Code applies to the affected Collateral) and such 
additional rights and remedies to which a secured party is entitled under the laws in effect in any 
jurisdiction where any rights and remedies hereunder may be asserted, including the right, to the 
fullest extent permitted by law, to exercise all voting, consensual and other powers of ownership 
pertaining to the Collateral as if the Administrative Agent were the sole and absolute owner 
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thereof (and the Corporation agrees to take all such action as may be appropriate to give effect to 
such right), the following rights, remedies and powers: 

6.1 Power of Entry 

The Corporation shall forthwith upon demand assemble and deliver to the Administrative Agent 
possession of all of the Collateral at such place or places as may be specified by the 
Administrative Agent. The Administrative Agent may take such steps as it considers necessary 
or desirable to obtain possession of all or any part of the Collateral and, to that end, the 
Corporation agrees that the Administrative Agent, its servants or agents or Receiver (as 
hereinafter defined) may, at any time, during the day or night, enter upon lands and premises 
where the Collateral may be found for the purpose of taking possession of and/or removing the 
Collateral or any part thereof. In the event of the Administrative Agent taking possession of the 
Collateral, or any part thereof, the Administrative Agent shall have the right to maintain the same 
upon the premises on which the Collateral may then be situate. The Administrative Agent may 
take such action or do such things as to render any Equipment unusable. 

6.2 Power of Sale 

The Administrative Agent may sell, lease or otherwise dispose of all or any part of the Collateral, 
as a whole or in separate parcels, by public auction, private tender or by private contract, with or 
without notice, except as otherwise required by applicable law, with or without advertising and 
without any other formality, all of which are hereby waived by the Corporation. Such sale, lease 
or disposition shall be on such terms and conditions as to credit and otherwise and as to upset or 
reserve bid or price as the Administrative Agent, in its sole discretion, may seem advantageous. 
If such sale, transfer or disposition is made on credit or part cash and part credit, the 
Administrative Agent need only credit against the Obligations the actual cash received at the 
time of the sale. Any payments made pursuant to any credit granted at the time of the sale shall 
be credited against the Obligations as they are received. The Administrative Agent may buy in 
or rescind or vary any contract for sale of all or any of the Collateral and may resell without 
being answerable for any loss occasioned thereby. Any such sale, lease or disposition may take 
place whether or not the Administrative Agent has taken possession of the Collateral. The 
Administrative Agent may, before any such sale, lease or disposition, perform any commercially 
reasonable repair, processing or preparation for disposition and the amount so paid or expended 
shall be deemed advanced to the Corporation by the Administrative Agent, shall become part of 
the Obligations, shall bear interest at the highest rate per annum charged by the Administrative 
Agent on the Obligations or any part thereof and shall be secured by this General Security 
Agreement. 

6.3 Validity of Sale 

No person dealing with the Administrative Agent or its servants shall be concerned to inquire 
whether the security hereby constituted has become enforceable, whether the powers which the 
Administrative Agent is purporting to exercise have become exercisable, whether any money 
remains due on the security of the Collateral, as to the necessity or expedience of the stipulations 
and conditions subject to which any sale, lease or disposition shall be made, otherwise as to the 
propriety or regularity of any sale or any other dealing by the Administrative Agent with the 
Collateral or to see to the application of any money paid to the Administrative Agent. In the 
absence of fraud on the part of such persons, such dealings shall be deemed, so far as regards the 
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safety and protection of such person, to be within the powers hereby conferred and to be valid 
and effective accordingly. 

6.4 Receiver-Manager 

The Administrative Agent may, in addition to any other rights it may have, appoint by 
instrument in writing a receiver or receiver and manager (both of which are herein called a 
"Receiver") of all or any part of the Collateral or may institute proceedings in any court of 
competent jurisdiction for the appointment of such a Receiver. Any such Receiver is hereby 
given and shall have the same powers and rights and exclusions and limitations of liability as the 
Administrative Agent has under this General Security Agreement, at law or in equity. In 
exercising any such powers, any such Receiver shall, to the extent permitted by law, act as and 
for all purposes shall be deemed to be the agent of the Corporation and the Administrative Agent 
shall not be responsible for any act or default of any such Receiver. The Administrative Agent 
may appoint one or more Receivers hereunder and may remove any such Receiver or Receivers 
and appoint another or others in his or their stead from time to time. Any Receiver so appointed 
may be an officer or employee of the Administrative Agent. A court need not appoint, ratify the 
appointment by the Administrative Agent of or otherwise supervise in any manner the actions of 
any Receiver. Upon the Corporation receiving notice from the Administrative Agent of the 
taking of possession of the Collateral or the appointment of a Receiver, all powers, functions, 
rights and privileges of each of the directors and officers of the Corporation with respect to the 
Collateral shall cease, unless specifically continued by the written consent of the Administrative 
Agent. 

6.5 Carrying on Business 

The Administrative Agent may carry on, or concur in the carrying on of, all or any part of the 
business or undertaking of the Corporation, may, to the exclusion of all others, including the 
Corporation, enter upon, occupy and use all or any of the premises, buildings, plant and 
undertaking of or occupied or used by the Corporation and may use all or any of the tools, 
machinery, equipment and intangibles of the Corporation for such time as the Administrative 
Agent sees fit, fi-ee of charge, to carry on the business of the Corporation and, if applicable, to 
manufacture or complete the manufacture of any Inventory and to pack and ship the finished 
product. 

6.6 Dealing with Collateral 

(a) The Administrative Agent may seize, collect, realize, dispose of, enforce, release 
to third parties or otherwise deal with the Collateral or any part thereof in such manner, upon 
such terms and conditions and at such time or times as may seem to it advisable, all of which 
without notice to the Corporation except as otherwise required by any applicable law. The 
Administrative Agent may, but shall not be obligated to, in its name or in the name of the 
Corporation or otherwise, demand, sue for, collect and receive any Collateral and with or without 
notice to the Corporation, give such receipts, discharges and extensions of time and make such 
compromises or settlements deemed desirable with respect to any of the Collateral. The 
Administrative Agent may charge on its own behalf and pay to others, sums for costs and 
expenses incurred including, without limitation, legal fees and expenses on a solicitor and his 
own client scale and Receivers' and accounting fees, in or in connection with seizing, collecting, 
realizing, disposing, enforcing or otherwise dealing with the Collateral and in connection with 
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the protection and enforcement of the rights of the Administrative Agent hereunder including, 
without limitation, in connection with advice with respect to any of the foregoing. The amount 
of such sums shall be deemed advanced to the Corporation by the Administrative Agent, shall 
become part of the Obligations, shall bear interest at the highest rate per annum charged by the 
Administrative Agent on the Obligations or any part thereof and shall be secured by this General 
Security Agreement. 

(b) Without limitation to the foregoing, the Administrative Agent may require the 
Corporation to cause any Collateral that is investment property to be transferred of record into 
the name of the Administrative Agent or its nominee (and the Administrative Agent agrees that if 
any such investment property is transferred into its name or the name of its nominee, the 
Administrative Agent will thereafter promptly give to the Corporation copies of any notices and 
communications received by it with respect to investment property). The Administrative Agent 
may exercise any and all rights, privileges, entitlements and options pertaining to any Collateral 
that is investment property as if the Administrative Agent were the absolute owner of such 
investment property. 

(c) To the extent that applicable law imposes duties on the Administrative Agent to 
exercise remedies in a commercially reasonable manner, and without prejudice to the ability of 
the Administrative Agent to dispose of the Collateral in any such manner, the Corporation 
acknowledges and agrees that it is not commercially unreasonable for the Administrative Agent 
(i) to incur expenses reasonably deemed significant by the Administrative Agent to prepare the 
Collateral for disposition, (ii) to fail to obtain third party consents for access to the Collateral to 
be disposed of, (iii) to fail to exercise collection remedies against account debtors obligated on 
the Collateral or to remove Liens against the Collateral, (iv) to exercise collection remedies 
against the Corporation directly or through the use of collection agencies, (v) to dispose of 
Collateral by way of public auction, public tender or private contract, with or without advertising 
and without any other formality, (vi) to contact other Persons, whether or not in the same 
business of the Corporation, for expressions of interest in acquiring all or any portion of the 
Collateral, (vii) to hire one or more professional auctioneers to assist in the disposition of the 
Collateral, whether or not the Collateral is of a specialized nature or an upset or reserve bid or 
price is established, and (viii) to dispose of Collateral in whole or in pail. 

(d) The Administrative Agent is authorized, in connection with any offer or sale of 
any Pledged Securities or any Collateral that is a security entitlement ("Security Entitlements"), 
to comply with any limitation or restriction as it may be advised by counsel is necessary to 
comply with applicable law, including compliance with procedures that may restrict the number 
of prospective bidders and purchasers, requiring that prospective bidders and purchasers have 
certain qualifications, and restricting prospective bidders and purchasers to Persons who will 
represent and agree that they are purchasing for their own account or investment and not with a 
view to the distribution or resale of such Pledged Securities or Security Entitlements. The 
Corporation further agrees that compliance with any such limitation or restriction will not result 
in a sale being considered or deemed not to have been made in a commercially reasonable 
manner, and the Administrative Agent will not be liable or accountable to the Corporation for 
any discount allowed by reason of the fact that such Pledged Securities or Security Entitlements 
are sold in compliance with any such limitation or restriction. If the Administrative Agent 
chooses to exercise its right to sell any or all Pledged Securities or Security Entitlements, upon 
written request, the Corporation will cause each applicable issuer to furnish to the Administrative 
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Agent all such information as the Administrative Agent may request in order to determine the 
number of shares and other instruments included in the Collateral which may be sold by the 
Administrative Agent in exempt transactions under any laws governing securities, and the rules 
and regulations of any applicable securities regulatory thereunder, as the same are from time to 
time in effect. 

(e) The Corporation agrees that to the extent the Administrative Agent is required by 
applicable law to give reasonable prior notice of any sale or other disposition of any Collateral, 
fifteen (15) days' notice shall be deemed to constitute reasonable prior notice. 

6.7 Right to Use 

(a) To the extent not expressly prohibited by any agreement to which the Corporation 
is a party, the Corporation hereby grants to the Administrative Agent an irrevocable, non 
exclusive license (exercisable without payment of royalty or other compensation to the 
Corporation) (each a "Granted Licence") to use, assign, license or sublicense all of the 
Corporation's present and future property, whether real or personal, including, without limitation, 
labels. Intellectual Property and advertising matter, or any other property of any nature or of a 
similar nature, and reasonable access to all media in which any of the licensed items may be 
recorded or stored and to all computer programs used for the compilation or printout thereof, as 
it pertains to the Collateral, in completing production of, advertising for sale, and selling of any 
Collateral and the Corporation's rights under all licenses and all franchise agreements shall inure 
to the Administrative Agent. 

(b) To the extent that the Corporation is expressly prohibited by any agreement to 
which it is a party from granting a Granted Licence, the Corporation shall hold its interest in the 
right to use, assign, license or sublicence the property in respect of which the grant of a Granted 
Licence is expressly prohibited, in trust for the Lender. 

6.8 Retention of Collateral 

Upon notice to the Corporation and subject to any obligation to dispose of any of the Collateral, 
as provided in the PPSA, the Lenders or the Administrative Agent may elect to retain all or any 
part of the Collateral in satisfaction of the Obligations or any of them. 

6.9 Pay Encumbrances 

The Administrative Agent may pay any encumbrance that may exist or be threatened against the 
Collateral. In addition, the Administrative Agent may borrow money required for the 
maintenance, preservation or protection of the Collateral or for the carrying on of the business or 
undertaking of the Corporation and may grant further security interests in the Collateral in 
priority to the security interest created hereby as security for the money so borrowed. In every 
such case the amounts so paid or borrowed together with costs, charges and expenses incurred in 
connection therewith shall be deemed to have been advanced to the Corporation by the 
Administrative Agent, shall become part of the Obligations, shall bear interest at the highest rate 
per annum charged by the Administrative Agent on the Obligations or any part thereof and shall 
be secured by this General Security Agreement. 
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6.10 Application of Payments Against Obligations 

Any and all payments made in respect of the Obligations from time to time and moneys realized 
on the Collateral may be applied to such part or parts of the Obligations as the Administrative 
Agent may see fit. The Administrative Agent shall, at all times and from time to time, have the 
right to change any appropriation as it may see fit. Any insurance monies received by the 
Administrative Agent pursuant to this General Security Agreement may, at the option of the 
Administrative Agent, be applied to rebuilding or repairing the Collateral or be applied against 
the Obligations in accordance with the provisions of this Section. 

6.11 Set-Off 

The Obligations will be paid by the Corporation without regard to any equities between the 
Corporation and the Administrative Agent or any Lender or any right of set-off or cross-claim. 
Any indebtedness owing by the Administrative Agent or any Lender to the Corporation may be 
set off and applied by the Administrative Agent against the Obligations at any time or from time 
to time either before or after maturity, without demand upon or notice to anyone. 

6.12 Deficiency 

If the proceeds of the realization of the Collateral are insufficient to repay the Administrative 
Agent and the Lenders all monies due to them, the Corporation shall forthwith pay or cause to be. 
paid to the Administrative Agent and the Lenders such deficiency. 

6.13 Administrative Agent Not Liable 

Neither the Administrative Agent nor any Lender shall be liable or accountable for any failure to 
seize, collect, realize, dispose of, enforce or otherwise deal with the Collateral, shall not be 
bound to institute proceedings for any such purposes or for the purpose of preserving any rights 
of the Administrative Agent or any Lender, the Corporation or any other Person in respect of the 
Collateral nor shall any of the Administrative Agent or any Lender be liable or responsible for 
any loss, cost or damage whatsoever which may arise in respect of any such failure, including, 
without limitation, any loss, cost or damage resulting from the negligence of the Administrative 
Agent or any Lender or any of their officers, servants, partners, employees, agents, solicitors, 
attorneys. Receivers or otherwise but excluding any loss, cost or damage resulting from the gross 
negligence or wilful misconduct of the Administrative Agent or any Lender. Neither the 
Administrative Agent or any Lender nor any of their partners, officers, employees, servants, 
agents, or Receivers shall be liable by reason of any entry into possession of the Collateral or any 
part thereof, to account as a mortgagee in possession, for anything except actual receipts, for any 
loss on realization, for any act or omission for which a mortgagee in possession might be liable, 
for any negligence (other than gross negligence) in the carrying on or occupation of the business 
or undertaking of the Corporation as provided in Section 6.5 or for any loss, cost, damage or 
expense whatsoever which may arise in respect of any such actions, omissions or negligence, 
except for any such actions, omissions or negligence that constitute gross negligence or wilful 
misconduct. 
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6.14 Extensions of Time 

The Administrative Agent may grant renewals, extensions of time and other indulgences, take 
and give up securities, accept compositions, grant releases and discharges, perfect or fail to 
perfect any securities, release any part of the Collateral to third parties and otherwise deal or fail 
to deal with the Corporation, Subsidiaries of the Corporation, guarantors, sureties and others and 
with the Collateral and other securities as the Administrative Agent may see fit, all without 
prejudice to the liability of the Corporation to the Administrative Agent or any Lender or the 
Administrative Agent's rights and powers of the Administrative Agent or any Lender under this 
General Security Agreement. 

6.15 Rights in Addition 

The rights and powers conferred by this Section 6 are in supplement of and in addition to and not 
in substitution for any other rights or powers the Administrative Agent or any Lender may have 
from time to time under this General Security Agreement or under applicable law. The. 
Administrative Agent may proceed by way of any action, suit, remedy or other proceeding at law 
or in equity and no such remedy for the enforcement of the rights of the Administrative Agent 
shall be exclusive of or dependent on any other such remedy. Any one or more of such remedies 
may from time to time be exercised separately or in combination. The Corporation recognizes 
that if it fails to perform or observe its obligations hereunder, no remedy at law will provide 
adequate relief to the Administrative Agent, and the Corporation agrees that the Administrative 
Agent shall be entitled to seek temporary and permanent injunctive relief in any such case 
without the necessity of proving irreparable harm. 

SECTION 7 DEALING WITH COLLATERAL BY THE CORPORATION 

7.1 Sale of Inventory 

Prior to the occurrence of a Default that is continuing, the Corporation shall be entitled to deal 
with the Collateral in the ordinary course of business, provided that no such action shall be taken 
which would impair the validity, effectiveness, perfection or priority of the security interest 
created by this General Security Agreement or which would result in a Default. For greater 
certainty, the Corporation may, in the ordinary course of its business and on customary trade 
terms, lease or sell items of Inventory, so that the purchaser thereof takes title clear of the 
security interest hereby created. If such sale or lease results in an Account Receivable, such 
Account Receivable shall be subject to the security interest hereby created. . 

SECTIONS GENERAL 

8.1 Security in Addition 

The security hereby constituted is not in substitution for any other security for the Obligations or 
for any other agreement between the parties creating a security interest in all or part of the 
Collateral, whether heretofore or hereafter made, and such security and such agreements shall be 
deemed to be continued and not affected hereby unless expressly provided to the contrary in 
writing and signed by the Administrative Agent and the Corporation. The taking of any action or 
proceedings or refraining from so doing, or any other dealing with any other security for the 
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Obligations or any part thereof, shall not release or affect the security interest created by this 
General Security Agreement and the taking of the security interest hereby created or any 
proceedings hereunder for the realization of the security interest hereby created shall not release 
or affect any other security held by the Administrative Agent for the repayment of or 
performance of the Obligations. 

8.2 Waiver 

Any waiver of a breach by the Corporation of any of the terms or provisions of this General 
Security Agreement or of a Default under Section 5.1 hereof must be in writing to be effective 
against and bind the Administrative Agent. No such waiver by the Administrative Agent shall 
extend to or be taken in any manner to affect any subsequent breach or Default or the rights of 
the Administrative Agent arising therefrom. 

8.3 Further Assurances 

The Corporation shall at all times do, execute, acknowledge and deliver or cause to be done, 
executed, acknowledged or delivered all and singular every such further acts, deeds, 
conveyances, instruments, transfers, assignments, security agreements and assurances as the 
Administrative Agent may reasonably require in order to give effect to the provisions and 
purposes of this General Security Agreement including, without limitation, in respect of the 
Administrative Agent's enforcement of the security and its realization on the Collateral, and for 
the better granting, transferring, assigning, charging, setting over, assuring, confirming and/or 
perfecting the security interest of the Administrative Agent in the Collateral pursuant to this 
General Security Agreement. Effective upon the occurrence and during the continuance of a 
Default, the Corporation hereby constitutes and appoints any officer of the Administrative Agent 
at its above address, or any Receiver appointed by the court or the Administrative Agent as 
provided herein, the true and lawful attorney of the Corporation irrevocably with full power of 
substitution to do, make and execute all such assignments, documents, acts, matters or things 
with the right to use the name of the Corporation whenever and wherever it may be deemed 
necessary or expedient in connection with the exercise of its rights and remedies set forth in this 
General Security Agreement. Without limiting the generality of the foregoing, so long as the 
Administrative Agent shall be entitled under Section 6 to make collections in respect of the 
Collateral, the Administrative Agent shall have the right and power to receive, endorse and 
collect all cheques payable to the order of the Corporation representing any dividend, payment or 
other distribution in respect of the Collateral or any part thereof and to give full discharge for the 
same. The Corporation hereby authorizes the Administrative Agent to file such proofs of claim 
and other documents as may be necessary or advisable in order to prove its claim in any 
bankruptcy, proposed winding-up or other proceeding relating to the Corporation. 

Without limiting the generality of the foregoing, the Corporation: 

(a) shall mark conspicuously each item of chattel paper and each related contract and, 
at the request of the Administrative Agent, each of its records pertaining to the 
Collateral with a legend, in form and substance satisfactory to the Administrative 
Agent, indicating that such chattel paper, related contract or Collateral is subject 
to the security interest granted hereby; 
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shall, if any Accounts Receivable shall be evidenced by a promissory note or 
other instrument or chattel paper, deliver and pledge to the Lender hereunder such 
note, instrument or chattel paper duly endorsed and accompanied by duly 
executed instruments of transfer or assignment, all in form and substance 
satisfactory to the Lender; 

shall give, execute, deliver, file, record, authorize or obtain all such financing 
statements, continuation statements, notices, instruments, documents, agreements, 
consents, or other papers or amendments thereto, and other such instruments or 
notices, as may be necessary or desirable, or as the Administrative Agent may 
request, in order to create, preserve, perfect, maintain the perfection of or validate 
the security interest granted or purported to be granted hereby, or to enable the 
Administrative Agent to exercise and enforce its rights hereunder with respect to 
such security interest and, without limiting the foregoing, shall: 

(i) deliver and pledge to the Administrative Agent any and all chattel paper 
representing Collateral duly endorsed and accompanied by duly executed 
instruments of transfer or assignment, all in form and substance 
satisfactory to the Administrative Agent; 

(ii) deliver to the Administt-ative Agent any and all certificates representing 
Collateral that is a certificated security (the "Pledged Certificated 
Securities") and other materials as may be required from time to time to 
provide the Administrative Agent with control over all Pledged 
Certificated Securities in the manner provided under Section 23 of the 
STA, and at the request of the Administrative Agent, will cause all 
Pledged Certificated Securities to be registered in the name of the 
Administrative Agent or its nominee; 

(iii) deliver to the Administrative Agent any and all such documents, 
agreements and other materials as may be required from time to time to 
provide the Administrative Agent with control over all Collateral that is an 
uncertificated security in the manner provided under Section 24 of the 
STA; • 

(iv) deliver to the Administrative Agent any and ail such documents, 
agreements and other materials as may be required from time to time to 
provide the Administrative Agent with control over all Collateral that is a 
security entitlement in the manner provided under Section 25 or 26 of the 
STA; 

(v) deliver to the Administrative Agent any and all such documents, 
agreements and other materials as may be required from time to time to 
provide the Administrative Agent with control over all Collateral that is a 
futures contract in the manner provided under subsection 1(2) of the 
PPSA; 

(vi) promptly from time to time upon request by the Administrative Agent 
enter into such control agreements, each in form and substance reasonably 
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acceptable to the Administrative Agent, as may be required to perfect the 
security interest created hereby in any and all investment property, and 
will promptly furnish to the Administrative Agent true and complete 
copies thereof; , 

(vii) promptly from time to time upon the request of the Administrative Agent, 
execute and deliver such short-form security agreements as the 
Administrative Agent may reasonably deem necessary or desirable to 
protect the interests of the Administrative Agent in respect of that portion 
of the Collateral consisting of Intellectual Property; 

(viii) promptly upon request of the Administrative Agent, with respect to any 
securities issued by an issuer that is organized outside of Canada, cause to 
be delivered to the Administrative Agent a securities pledge agreement 
covering such securities; and 

(ix) keep full and accurate books and records relating to the Collateral, and 
stamp or otherwise mark such books and records in such manner as the 
Administrative Agent may reasonably require in order to reflect the 
security interests granted by this Agreement. 

(d) hereby authorizes the Administrative Agent to file one or more financing or 
continuation statements, and amendments thereto, relative to all or any part of the 
Collateral without the signature of the Corporation, where permitted by law; and 

(e) shall furnish to the Administrative Agent from time to time statements and 
schedules further identifying and describing the Collateral and such other reports 
in connection with the Collateral as the Administrative Agent may request, all in 
reasonable detail. 

8.4 No Merger 

Neither the taking of any judgment nor the exercise of any power of seizure or sale shall operate 
to extinguish the liability of the Corporation to make payment of or satisfy the Obligations. The 
acceptance of any payment or alternate security shall not constitute or create any novation and 
the taking of a Judgment or judgments under any of the covenants herein contained shall not 
operate as a merger of such covenants. 

8.5 Notices 

Ail notices, requests, demands or other communications to or from the parties 
hereto shall be in writing and shall be given by overnight delivery service, by hand delivery or by 
telecopy to the addressee as follows: 

(i) If to the Corporation: 

2473304 Ontario Inc. 
388 Applewood Crescent 
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Vaughan, Ontario 
L4K 4B4 

Attention: Mark Sun 
Phone: (416)780-2163 
e-mail: msun@graftonfraser.com 

(ii) If to the Administrative Agent: 

GSO Capital Partners, LP . 
345 Park Avenue, Floor 
New York, New York 10154 

Attention: Louis Salvatore and Matthew Bass 
Facsimile: (212) 503-6921 

or at such other address or to such other individual as the Corporation may designate by notice to 
the Administrative Agent or the Administrative Agent may designate by notice to the 
Corporation. If any notice, request, demand or other communication is delivered or transmitted 
on a day other than a Business Day or after 3:00 p.m. on any Business Day, the same shall be 
deemed to have been effectively given and received on the next following Business Day. 

8.6 Continuing Security Interest and Discharge 

This General Security Agreement shall create a continuing security interest in the Collateral and 
shall remain in full force and effect until payment and performance in full of the Obligations and 
the termination of the Credit Agreement, notwithstanding any dealing between the 
Administrative Agent and the Corporation in respect of the Obligations or any release, exchange, 
non-perfection, amendment, waiver, consent or departure from or in respect of any or all of the 
terms or provision of any security held for the Obligations. 

If the Corporation pays to the Lenders and the Administrative Agent the Obligations secured by 
this General Security Agreement and otherwise observes and performs the terms and conditions 
hereof, then the Administrative Agent shall at the request and at the expense of the Corporation 
release and discharge the security interest created hereby and execute and deliver to the 
Corporation such deeds and other instruments as shall be requisite therefor. 

8.7 Governing Law 

This General Security Agreement shall be govemed by and construed in accordance with the 
laws of the Province of Ontario and the laws of Canada applicable therein, except as required by 
mandatory provisions of law and except to the extent that the validity or perfection of the 
security interests hereunder, or remedies hereunder, in respect of any particular Collateral are 
governed by the laws of a jurisdiction other than the Province of Ontario. 

ANY LEGAL ACTION OR PROCEEDING WITH RESPECT TO THIS AGREEMENT 
MAY BE BROUGHT IN THE COURTS OF THE PROVINCE OF ONTARIO OR OF THE 
FEDERAL COURTS OF CANADA THEREIN, AND BY EXECUTION AND DELIVERY OF 
THIS AGREEMENT, THE CORPORATION CONSENTS, FOR ITSELF AND IN RESPECT 
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OF ITS PROPERTY, TO THE NON-EXCLUSIVE JURISDICTION OF THOSE COURTS. 
THE CORPORATION IRREVOCABLY WAIVES ANY OBJECTION, INCLUDING ANY 
OBJECTION TO THE LAYING OF VENUE OR BASED ON THE GROUNDS OF FORUM 
NON CONVENIENS, WHICH IT MAY NOW OR HEREAFTER HAVE TO THE BRINGING 
OF ANY ACTION OR PROCEEDING IN SUCH JURISDICTION OR ANY OTHER 
JURISDICTION SELECTED BY THE LENDER IN RESPECT OF THIS AGREEMENT. THE 
CORPORATION WAIVES PERSONAL SERVICE OF ANY SUMMONS, COMPLAINT OR 
OTHER PROCESS, WHICH MAY BE MADE BY ANY OTHER MEANS PERMITTED BY 
THE LAW OF ONTARIO. 

The parties hereto hereby waive trial by jury in any action, proceeding, claim or 
counterclaim, whether in contract or tort, at law or in equity with respect to, in connection with, 
or arising out of this General Security Agreement, other financing agreements, the obligations of 
the Borrowers and the Corporation, the Collateral, or any instrument, document or guarantee 
delivered pursuant hereto or to any of the foregoing, or tiie validity, protection, interpretation, 
administration, collection or enforcement hereof or thereof, or any other claim or dispute 
hereunder or thereunder. The Corporation agrees that it will not assert against the 
Administrative Agent any claim for consequential, incidental, special, or punitive damages in 
connection with this General Security Agreement or the transactions contemplated hereby or 
thereby. No officer of the Administrative Agent has authority to waive, condition, or modify this 
provision. 

8.8 Security Interest Effective Immediately 

Neither the execution or registration of this General Security Agreement or any partial advances 
by the Administrative Agent shall bind the Administrative Agent to advance any other amounts 
to the Corporation. The parties intend the security interest created hereby to attach and take 
effect forthwith upon execution of this General Security Agreement by the Corporation and the 
Corporation acknowledges that value has been given and that the Corporation has rights in the 
Collateral. 

8.9 No Collateral Warranties 

There is no representation, warranty or collateral agreement affecting this General Security 
Agreement or the Collateral, other than as expressed herein in writing. 

8.10 Joint and Several Liability 

If more than one Person executes this General Security Agreement as guarantor, their obligations 
under this General Security Agreement shall be joint and several. 

8.11 Provisions Reasonable 

The Corporation expressly acknowledges and agrees that the provisions of this General Security 
Agreement and, in particular, those respecting remedies and powers of the Lenders and the 
Administrative Agent against the Corporation, its business and the Collateral upon default, are 
commercially reasonable and not manifestly unreasonable. 



- 2 2 -

8.12 Number and Gender 

In this General Security Agreement, words importing the singular number include the plural and 
vice-versa and words importing gender include all genders. 

8.13 Invalidity 

In the event that any term or provision of this General Security Agreement shall, to any extent, 
be invalid or unenforceable, the remaining terms and provisions of this General Security 
Agreement shall be unaffected thereby and shall be valid and enforceable to the fullest extent 
permitted by law. 

8.14 Precedence 

In the event that any provisions of this General Security Agreement contradict, are inconsistent 
with and are otherwise incapable of being construed in conjunction with the provisions 
(including any rights, remedies and covenants therein) of the Credit Agreement, the provisions of 
the Credit Agreement, as applicable, shall take precedence over those contained in this General 
Security Agreement and, in particular, if any act of the Corporation is expressly permitted under 
the Credit Agreement but is prohibited under this General Security Agreement, any such act shall 
be deemed to be permitted under this General Security Agreement. 

8.15 Judgement Currency 

If for the purpose of obtaining judgment in any court it is necessary to convert an amount due 
hereunder in the currency in which it is due (the "Original Currency") into another currency 
(the "Second Currency"), the rate of exchange applied shall be that at which, in accordance with 
normal banking procedures, the Administrative Agent could purchase in the New York foreign 
exchange market, the Original Currency with the Second Currency on the date two (2) Business 
Days preceding that on which judgment is given. The Corporation agrees that its obligation in 
respect of any Original Currency due from it hereunder shall, notwithstanding any judgment or 
payment in such other currency, be discharged only to the extent that, on the Business Day 
following the date the Administrative Agent receives payment of any sum so adjudged to be due 
hereunder in the Second Currency, the Administrative Agent may, in accordance with normal 
banking procedures, purchase, in the New York foreign exchange market, the Original Currency 
with the amount of the Second Currency so paid; and if the amount of the Original Currency so 
purchased or could have been so purchased is less than the amount originally due in the Original 
Currency, the Corporation agrees as a separate obligation and notwithstanding any such payment ' 
or judgment to indemnify the Administrative Agent against such loss. The term "rate of 
exchange" in this Section 8.15 means the spot rate at which the Administrative Agent, in 
accordance with normal practices, is able on the relevant date to purchase the Original Currency 
with the Second Currency, and includes any premium and costs of exchange payable in 
connection with such purchase. 

8.16 Sections and Headings 

The division of this General Security Agreement into sections and the insertion of headings are 
for convenience of reference only and shall not affect the construction or interpretation hereof. 
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8.17 Receipt of Cody 

The Corporation acknowledges receipt of an executed copy of this General Security Agreement. 

8.18 Assignment 

The obligations of the Corporation under this General Security Agreement are not assignable to 
any other Person without the prior written consent of the Administrative Agent. The 
Administrative Agent may, at any time, assign or transfer all or any of its rights and benefits 
hereunder to one or more Persons without the prior written consent of, but on notice to, the 
Corporation. 

8.19 Binding Effect 

All rights of the Lenders and the Administrative Agent hereunder shall enure to the benefit of its 
successors and assigns and all obligations of the Corporation hereunder shall bind the 
Corporation and its successors and permitted assigns. 

8.20 Intercreditor Agreement 

The Administrative Agent and the Corporation acknowledge that the exercise of certain of the 
Administrative Agent's rights and remedies and the Corporation's obligations hereunder may be 
subject to, and restricted by, the provisions of the Intercreditor Agreement. 

8.21 Loan Document 

The parties hereto acknowledges and agrees that this Agreement shall constitute a Loan 
Document for purposes of the Credit Agreement. 

The remainder of this page is intentionally left blank 
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The parties hereto acknowledge that they have requested and are satisfied that the foregoing, as 
well as ail notices, actions and Legal proceedings be drawn up In the English language. 

Les parties à cette convention reconnaissent qu'elles ont exigé que ce qui précède ainsi que tous 
avis, actions et procédures légales soient rédigés et exécutés en anglais et s'en déclarent 
satisfaites. 

IN WITNESS WHEREOF the Coiporation has duly executed this General Security Agreement 
as of til is 12 day of February ^ 2016. 

2473304 ONTARIO INC. 

Per: 

Per: 

Name; 
Title: v f p  i  C f b  

Name; 
Title; 

GSO CAPITAL PARTNERS, LP, as 
Administrative Agent 

Per: 
Name; 
Title: 
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The parties hereto acknowledge that they have requested and are satisfied that the foregoing, as 
weil as all notices, actions and legal proceedings be drawn up in the English language. 

Les parties à cette convention reconnaissent qu'elles ont exigé que ce qui précède ainsi que tous 
avis, actions et procédures légales soient rédigés et exécutés en anglais et s'en déclarent 
satisfaites. 

IN WITNESS WHEREOF the Corporation has duty executed this General Security Agreement 
as of this 12 day of February , 2016. 

2473304 ONTARIO INC. 

Per: 
Name: 
Title: 

Per: 
Name: 
Title: 

GSO CAPITAL PARTNERS, LP, as 
Administrative Aseitt 

Per: 
MARÎSA BEENEY 
authorized SIGN 



SCHEDULE 2.2 

_ NAMES 

Legal Name: 2473304 Ontario Inc. 

Business Names: Jones New York 

Former Names: No prior legal names. 

Predecessor Names: No predecessor names. 

Tor#: 3303572.4 



Execution Version 

SCHEDULE 2.3 

JURISDICTION OF INCORPORATION AND LOCATIONS OF COLLATERAL 

Chief Executive Office: 388 Applewood Crescent, Vaughan, Ontario. 

Registered Office: 388 Applewood Crescent, Vaughan, Ontario 

Location of Books and Records: 388 Applewood Crescent, Vaughan, Ontario 

Collateral Locations: See chart below. 

Address City Province 
1 State 

Holder Name of Landlord , 

388 Applewood 
Crescent 

Vaughan ON 2473304 Ontario Inc. 
Tilzen Holdings Limited and 
Centura Real Estate Corp. 

331 Highway 89 RR 
#1 

Cookstown ON 2473304 Ontario Inc. Riocan Holdings Inc. 

130-25 Benjamin 
Road 

Waterloo ON 2473304 Ontario Inc. 
Sunlife Assurance Company of 
Canada and St. Jacob's 
Countryside Inc. 

1201 Division Street Kingston ON 2473304 Ontario Inc. KCAP Kingston Inc. 

1555 Talbot Lasaile ON 2473304 Ontario Inc. Optrust Retail Inc. 

1659 Kenaston Winnipeg MB 2473304 Ontario Inc. Smartcentres Management Inc. 

7500 Lundy's Lane Niagara Falls ON 2473304 Ontario Inc. Lundy's Lane Portfolio Inc. 

45 Lakeside Road Knowlton QC 2473304 Ontario Inc. 
Co-Enterprise Fiducie Lequin and 
108227 Canada Inc. 

105 Rue Guindon 
Street 

St. Sauveur 
des Monts 

QC 2473304 Ontario Inc. Factoreries St-Sauveur II, SEC 

4195 Dundas Street 
West 

Toronto ON 2473304 Ontario Inc. 1136974 Ontario Inc. 

3500 Fairvlew 
Street 

Burlington ON 2473304 Ontario Inc. Landmark Shopping Centre Inc. 

735 Wonderland 
Road North 

London ON 2473304 Ontario Inc. Dev-Lee Properties Ltd. 

1755 Pickering Way Pickering ON 2473304 Ontario Inc. 
Pickering Brock Centre inc. 
(Orginal lease was with Riocan) 

7771 Alderbridge 
Way 

Richmond BC 2473304 Ontario Inc. 
ONNI 7771 Alderbridge 
Development Ltd. 

3200 Jean Yves 
Street 

Kirkland QC 2473304 Ontario Inc. 
Riotrin Properties Inc. (RioCan is 
on the lease) 

790 Kanata Ave Ottawa ON 2473304 Ontario Inc. 
Kanata Entertainment Holdings 
Inc. 

17725 Yonge Street Newmarket ON 2473304 Ontario Inc. Yonge-Kingston Centre Inc. 

Tor#; 3303572,4 
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Address' 0ity Province 
/ State 

Holder ^Name of Landlord 

3187 Harwood Blvd Hudson QC 2473304 Ontario inc. Promenades Hudson Inc. 

290 North Service 
Road 

Oakvilie ON 2473304 Ontario Inc. 2725321 Canada inc. 

526 Lawrence Ave 
West 

Toronto ON 2473304 Ontario inc. Lawrence Piaza Equities Inc. 

1667 Merivale Road Merivaie ON 2473304 Ontario inc. 
Riocan Holdings Inc. 15156 
Canada inc. 

2002 Mer Bleue 
Road 

Ottawa ON 2473304 Ontario inc. innes Shopping Centres Ltd. 

2748 Lougheed 
Highway 

Port 
Coquitiam 

BC 2473304 Ontario inc. Westio Financial Corp. 

196 McEwan Drive 
East 

Bolton ON 2473304 Ontario Inc. 2090950 Ontario Inc. 

805 Boyd Street 
New 
Westminster 

BC 2473304 Ontario inc. 
First Queensborough Shopping 
Centres Ltd. 

5875 Rodeo Drive Mississauga ON 2473304 Ontario inc. Orlando Corp. 

981 Wellington 
Road 

London ON 2473304 Ontario Inc. Wellington Plaza Holdings Inc. 

10755 Leslie Street 
Richmond 
Hill ON 2473304 Ontario Inc. Riotrin Properties Inc. 

201 Chain Lake 
Drive 

Halifax NS 2473304 Ontario inc. 
Piazacorp Property Holdings inc. 
and 3088409 Nova Scotia Ltd. 

2000-1874ScariIe 
Street 

Regina SK 2473304 Ontario Inc. Harvard Developments Inc. 

1400 Ottawa Street 
South 

Kitchener ON 2473304 Ontario inc. Voisin Developments Ltd. 

2505 Rue de 
L'Auinaie 

Mont 
Tremblant 

QC 2473304 Ontario inc. immeubles Marche Tremblant inc. 

3110-3218 Boul de 
la Gare 

Vaudreuii QC 2473304 Ontario inc. 9139-6366 Quebec inc. 

9365 Boul Leduc -
Suite 15 

Brossard QC 2473304 Ontario inc. 

4240073 Canada inc., 9224-1892 
Quebec inc., and 9171-9922 
Quebec Inc. represented by 
Carbonieo Real Estate inc. 

10816 Macleod Trail 
S 

Calgary AB 2473304 Ontario Inc. Weston Securities Ltd. 
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DEED OF HYPOTHEC 

ON THIS twenty-ninth (29'^^) day of February, year two thousand and sixteen 
(2016). 

BEFORE Mtre. Julie Doan, the undersigned Notary practising in the Province of 
Quebec in the City of Montreal. 

APPEARED: GSO CAPITAL PARTNERS, LP, a limited 
partnership, having an office at 345 Park Avenue, 
31®* Floor, New York, New York 10154, herein 
acting and represented by Alain Roberge, its duly 
authorized representative, duly authorized as he 
so declares, 

(Party of the First Part) 

AND 2473304 ONTARIO INC., a corporation duly 
.incorporated under the laws of the Province of 
. Ontario, having its registered or head office and 
domicile (within the meaning of such term in the 
Civil Code of Québec) at 388 Applewood Crescent, 
Vaughan, Ontario L4K 4B4, herein represented by 
Margarita Altankova, its authorized representative, 
duly authorized for the purposes hereof by virtue of 
a resolution of its shareholders and a resolution of 
its directors, each dated the ninth (9th) day of 
February, year two thousand and sixteen (2016), a 
certified copy or duplicate copy of which is 
annexed hereto after having been acknowledged 
as true and signed for Identification by the said 
representative v\dth and in the presence of the 
undersigned Notary, 

(Party of the Second Part) 

WHEREAS certain credit facilities have been made available to Grafton-Fraser Inc. 
(the Borrower) upon the terms and conditions contained In an amended and 
restated credit agreement dated as of June 16, 2009 (as such agreement may be 
amended, restated, supplemented, replaced or otherwise modified from time to 
time, including without limitation pursuant to each of the amendments dated as of 
April 12, 2010, June 11, 2010, March 18. 2011, December 31, 2012, June 17. 
2014, July 7, 2015, July 23, 2015 and February 12, 2016, the Credit Agreement) 
among, inter alia, the Borrower, as borrower, GSO Capital Partners, LP (In such 
capacity. Including its successors and assigns in such capacity, Uie Agent) and the 
lenders from time to time parties thereto, as lenders (the Lenders); 

WHEREAS pursuant to a guarantee agreement dated February 12, 2016 (the 
"Guarantee") by 2473304 Ontario Inc. (the Grantor) in favour of the. Agent, the 
Grantor has guaranteed the Guaranteed Obligations (as hereinafter defined); 

WHEREAS as continuing collateral security for, inter alia, the payment and 
performance of the Secured Obligations (as hereinafter defined), the Grantor has 
agreed to execute and deliver the present deed (as amended, supplemented, 
restated, replaced or otherwise modified from time to time, this Deed) In favour of 
the Attorney; 

Mill: 22S80S4.2 
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AND WHEREAS all necessary corporate proceedings and resolutions have been 
duly taken and passed by the Grantor and all other actions have been taken by the 
Grantor to authorize the'executlon of this Deed, In conformity therewith. 

WHEREFORE, the parties hereto have agreed as follows in the presence of the 
said Notary: - . 

1. DEFINITIONS 

The following words and phrases, wherever used in this Deed-shall, unless there be 
something in the context inconsistent therewith, have the-foliowing meanings: 

1.1 Agent shall have the meaning ascribed to it in the recitals above; 

1.2 Attorney means the Party of the First Part, in its capacity as the 
' hypothecary; representatfve^'for, all-present and future Secured 

Parties-pursuant to Article 2692 of the'Clvil Code and includes any 
successor of assign thereof in such capacity; 

1.3 Civil Code means the CMI Code of Québec, as amended from 
time to time; 

1.4 Claims shall have the meaning ascribed to-It in paragraph 3.2.1; 

1.5 Credit Agreement shall have the meariing ascribed to it in the 
recitals above; 

1.6 Deed shall have the meaning ascribed to.it In the recitals above; 

1.7 Event of Default means the occurrence of an'Event of Default (as 
such term is defined in the Credit Agreement); 

1.8 Equipment shall have the meaning ascribed to it In paragraph 
3.2.5 hereof; 

1.9 Grantor means the Party of the Second Part and includes any 
successor thereto: 

1.10 Guarantee shall have the meaning ascribed to it in the recitals 
above; 

1.11 Guaranteed Obligations shall have the meaning ascribed to it in 
the Guarantee; 

1.12 Hypothecated Property shall have the meaning ascribed to it In 
paragraph 3.2 hereof; 

1.13 Inventory shall have the meaning ascribed to it In paragraph 3.2.2 
hereof: 

1.14 Lenders shall have the meaning ascribed to it In the recitals 
above; 

1.15 Party of the First Part shall have the meaning ascribed to it in the 
recitals above; 
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1.16 Receiver shall have the meaning ascribed to it in subparagraph 
7.4.12 hereof; 

1.17 Secured Obligations shall have the meaning ascribed to It in 
Section 2 hereof: and 

1.18 Secured Parties means the Agent and the Lenders, (and a 
Secured Party refers to any one of them); 

Capitalized terms used herein and not otherwise defined herein (including 
In the recitals above) shall have the meanings ascribed to them in the 
Credit Agreement. 

2. SECURED OBUGATiONS 

2.1 The hypothec constituted by this Deed (hereinafter referred to as 
the Hypothec) secures the payment and performance of the 
following obligations (hereinafter collectively referred to as the 
Secured Obligations); 

2.1.1 the Guaranteed Obligations; and 

2.1.2 the prompt payment, as and when due and payable, of 
all other amounts payable hereunder (including by way 
of guarantee or indemnity) and the legitimate costs that 
the Attorney may incur to recover the Guaranteed 
Obligations and preserve the Hypothecated Property 
(as such expression is hereinbelow defined), as .well as 
the performance of any other obligations arising from 
this Deed. 

3. HYPOTHEC 

3.1 Amount of Hypothec 

To secure the perfonnance of the Secured Obligations, the Grantor hereby 
hypothecates in favour of the Attorney the property described in 
paragraph 3.2 hereof for the following amounts: 

3.1.1 an amount of FIFTY MILLION CANADIAN DOLLARS 
(Cdn$50.000,000); 

3.1.2 plus interest on such amount, calculated from the date 
of this Deed and compounded annually, at the rate of 
twenty-five percent (25%) per annum. 



3.2 Description of Hypothecated Property 

The Grantor's Hypothec constituted by this Deed charges the following 
movable property of the Grantor, present and future, corporeal and 
incorporeal, of whatsoever nature and kind and wheresoever situated (ail 
such property of Uie Grantor is hereinafter collectively called the 
Hypothecated Property): 

3.2.1 the universality of the. Grantor's right, titie and interest 
from time to time in and to aifpresent and future claims 
directly "or indirectly held or i owned, by the Grantor 
(collectively, the Claims), Including, withbtJt limitation ; 

3.2.1.1 all accounts receivable. Accounts, .book 
accounts, book debts, loan receivables 
Including principal. Interest and accessories, 

' debts, claims, customer accounts, all sums 
. of. money, claims arising from or related to 

' deposits made Into any savings or other 
. . , accounts (including, without limitation, 

' ' securities accounts) maintained with any 
bank or other financial Institution together 
with ail interest paid or payable thereon, 
rentals, revenues. Income, receivables, sale 
proceeds, judgments, bills of exchange, 

' bonds, shares, stocks, warrants, debentures, 
notes, negotiable instnjnients, .certificates of 
deposit. " letters of- "'credit" or gCiaranteei 
promissory notes, rebates, refunds,, amounts 
owing by or claimable from the CrdWn'or any 
departments, agents., or agen'cies-thereof and 
any other amounts] or ' dem.ands " of every 
nature and kind howsoever arising, which are 
now or become hereafter due or owing to the 
Grantor, whether or not such Claims are 
certain and determinate. Invoiced, liquid, 
exigible, litigious or constituted by a 
negotiable title or other instrument or draft 
and whether or not secured; and 

3.2.1.2 all movable and immovable security present 
or future including all legal or conventional 
hypothecs and other security held from time 
to time by the Grantor under or in connection 
with the foregoing; 

3.2.2 the universality of ail the present and future goods, 
wares, materials, supplies, .merchandise, products, 
work in. process and stock-in-trade and on hand, 
present and future, purchased; acquired or-produced 
for the purpose of consumption, processing, 
preparation or sale in the ordinary course of business 
or for thé purpose of consumption in the production of 
the Grantor's products or to become a part of the 
Grantor's products, and all goods, wares, materials 
and merchandise, present and future, used in or 
procured for the packing and storing of such goods. 
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wares, materials, supplies, merchandise, products, 
work in process, stock-in-trade and on hand 
(collectively referred to herein as the Inventory) and all 
rights to the warehouse receipts, bills of lading and 
other title documents relating to the inventory; 

3.2.3 ali patents, trademarks and other intellectual property 
rights, including, without limitation, the intellectual-
property rights described in In Schedule A hereof 
(collectively, the intellectual Property Rights); 

3.2.4 all of the securities of the Grantor covered by Section 6 
hereof, including, without limitation, those described in 
Schedule A hereof; 

3.2.5 the unrversafity of all of the equipment, machinery, 
tools, motor vehicles, additions, appliances and 
accessories now owned or held or at any time 
hereafter acquired or held by the Grantor, wheresoever 
situate, whether or not the same form an integral part 
of the immovable properties of the Grantor or are 

• incorporated therein or attached or joined thereto 
(collectively referred to herein as the Equipment); 

3.2.6 all books, accounts, invoices, deeds, documents, 
writings, letters, papers, security certificates and other 
records in any form evidencing or relating to the 
property described In paragraphs 3.2.1 to 3.2.5 
inclusive and all contracts, securities, instruments and 
other rights, and benefits In respect thereof, including, 
without limitation, computer programs, disks, tapes and 
related electronic data processing media and the rights 

• of the Grantor to receive the same from third persons, 
which now are or may hereafter become vested In the 
Grantor; 

3.2.7 ail uncalled capital, money, rights, bills of exchange, 
negotiable and non-negotiable instruments, judgments 
and securities not otherwise described in paragraphs 
3.2.1 to 3.2.6 inclusive; 

3.2.8 all substitutions and replacements of any of the 
property described in paragraphs 3.2.1 to 3.2.7 
Inclusive, all increases, additions and accessions 
thereto and any interest of the Grantor therein; 

3.2.9 all proceeds of any of the property described in 
paragraphs 3.2.1 to 3.2.8 inclusive, Including, without 
limitation, movable property in any form or fixtures or 
crops derived directly or Indirectly from any dealing 
with such property or that indemnifies or compensates 
for loss of or damage to such property or proceeds 
therefrom destroyed or damaged and proceeds of 
proceeds whether of the same type, class or kind as 
the original proceeds, including without limitation, ail 
indemnities and Insurance proceeds, expropriation 
proceeds, rents. Income, fruits, revenues, issues and 
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profits arising from, or -in connectfon -with, such 
property and' the present" and'continuing right tcciaim 
for, collect and receive any one and all'of'the'said 
inderrinities and insurance- proceeds, expropriation 
proceeds, rents. Income, fruits-, revenues, issues and 
profits; and - • ' 

3.2.10 ail reimbursements of'taxés, rates, assessments, 
levies, surtaxes and any"otHer-imppsltions''which''may 
be assessed on or' payable In respect of' any of the 
property described in paragraphs 3.2.1 to 3.2.9 
In'ciUsIvé. ' ' • • 

The whole of the above' without the Attorney being required to register or 
re-register any notice whatsoever; the object of thé Hypothec being the 
universality of the present and future movable property described above. 

3.3 interpretation 

The parties hereto acknovi^edge and confirm that: 

3.3.1 this Hypothec and the Guarantee shall each .constitute 
a "Guarantors' Security ' Dpcument", a ' "Security 
Document" and a "Loan Document" for the purposes of 
the Credit'Agreement and Ihë'other'Loan.Documents. 

• For certainty, all references Inithe'CredifAgreemént or 
in any other Loan " Document :(inciudihg. this Deed) to 
the "Loan Documents" shainnciudë-this Oèed arid the 
Guarantee. " 

3.3.2 the Hypothec created on the;'. Hypothecated'Property 
pursuant to this Deed is not' and shall not be construed 
as a floating hypothec within;the meaning of Articles 

' 2715 et seq. of the Civil Codé;' 

3.3.3 the Hypothec constituted by this Deed will rerriain in full 
force and effect for the full! .amount stipulated in 
Section 3.1 hereof until suclli"' time as the Secured 
Obligations are fully extinguished or until.sucH'time as 
the Attorney no longer reqiirrés. the benefit of the 
Hypothec constituted by this Deed. The Hypothec, 
security and rights hereby created In favour of the 
Attorney will not be extinguished or novated by any 
payments made to or amounts received by the 

• Attorney, directly or Indirectly,-from the Grantor or any 
other party or as a result of any insurance Indemnities 
arising from, loss ' or darhage!-' to' .any of the 
Hypothecated Property or by'reason of the collecUbn of 
any Claims hypolhécàtéd'hereunder; and 

3.3.4 should the Secured Obligations at any. time be fully 
extinguished without'"an- express discharge of the 
Hypothec constituted by tdls;"'Deed .'having been 
granted, and should any new,.Sècuréd ' Obligations 
arise, ttie security created hereunder will secure such 
new Secured Obiigatlori's in the same manner and to 
the same extent as If there had never occurred an 
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exlinction of any of the Secured Obligations and the 
Grantor is and shall remain obligated under the 
provisions hereof. The Grantor shall be deemed to 
have obligated itself for such new Secured Obligations 
pursuant to the provisions hereof and the Hypothec 
constituted by this Deed shall secure such new 
Secured Obligations as contemplated by Article 2797 
of the Civil Code. 

GRANTOR'S UNDERTAKINGS 

4.1 Intellectual Property Rights 

The Grantor will promptly, following demand from time to time by the 
Attorney, authorize, execute and deliver any and all agreements, 
Instruments, documents and papers that the Attorney may reasonably 
request to evidence each Hypothec in any of the Intellectual Property 
Rights. 

4.2 Transformation 

The Grantor may not, without the Attorney's prior written consent, transform 
any of the movables located, or deemed located, In the Province of Quebec 
forming part of the Hypothecated Property either by Incorporating such 
movables Into an Immovable or by combining or mixing them with other 
movables so as to form new property, unless such immovables or new 
property are themselves subject or made subject to the Hypothec hereby 
granted or to any other security interest granted In relation to the Loan 
Documents or unless such transformation Is made in the ordinary course of 
operating an enterprise of the Grantor that Is engaged in the business of 
manufacturing or transforming property. In no event, however, may the 
Grantor transform any such property where such transformation would 
result in the Attorney's security or rights hereunder, including In particular 
their rank,'being diminished. 

in the event of any such transformation, even without the Attorney's 
authorization, the Grantor (who shall not be relieved of the default resulting 
from the failure to obtain authorization) shall immediately inform the 
Attorney of the details of such transformation and shall in particular provide 
the Attorney with a description of the property thereby affected, the name 
and address of the owner of the property that may result therefrom and the 
address where such property is located. 

4.3 Fees 

The Grantor agrees to indemnify and save harmless the Attorney from and 
against any and all claims, losses and liabilities arising out of or resulting 
from this Hypothec (including, without limitation, enforcement of this 
Hypothec), except claims, losses or liabilities resulting from the Attorney's 
gross or Intentional fault. 

The Grantor will upon demand pay to the Attorney the amount of any and 
all reasonable expenses, including the reasonable fees and disbursements 
of its counsel and of any experts and agents, which the Attorney may incur 
in connection with (I) the administration of this Hypothec, (ii) the custody. 



- 8 -

preservation, use or operation of, or the sale of, çollection from, or other 
realization upon,.-gn/vof .the 'Hypothecated Property, (lii) the exercise or 
enforcement of, any. of Ih.e .rights or remedies of-the Attorney hereunder or 
(iv) the failure by the Grantor to perform or observe any of the provisions 
hereunder. • 

4.4- Registration . • 

The Grantor ;shall. cooperate; vvilh the..Attorney,. la the extent deemed 
necessary or useful by the Attorney, In order that the Attorney may effect 
the registrations required for publication of the creation, renewal, extension 
or preservation of the Hypothec created in its favour pursuant to this Deed, 
or for the exercise of itsjhyçqthecary rights, as the case may be. WiUiout 
limiting the:'generaiity'"of the. fbregping.'the Grantor..shall-do, make and 
execute, at Its own exper)S6,-ail-such deeds.'doçii.m.èrits aricl'things as.may 
be necessary,or advisable, in the opinion of .the. Attorney" acting .reasonably, 
in order that a valld'and ehfôrceebre.fiyp6the,ç;6e''créated"a'n.d rh'aihtained 
on any property forming .part'df the: Hypothecated' Property as'of the 
execution of this Deed or "at any time in the future. ' " 

5, fintentionallv Deleted.1 

6. PROVISIONS APPLICABLE TO THE HYPOTHECS-ON CLAIMS 

The following provisions apply to Claims- owed, to the Grantor and. 
hypothecated in favour of the Attorney. -. , 

6.1 Coilectlon 

The Grantor shall have- authority to- collect, payments of- Interest.-and 
repayments of principal .made on-Its Claims IncIuded-.lh.-the.Hypothecated 
Property hypothecated in favour of the Attorney pursuant to this Deed, as 
they fall due. The Attorney may withdraw this authorization by vwltten notice 
upon the occurrence of an Event of Default which is continuing. 
Notwithstanding the foregoing, the Attorney may after the occurrence of an 
Event of Default which Is continuing take all necessary steps to set up the 
Hypothec constituted,by this Deed against the debtors.of th'e-'hypotHecated 
Claims. In such event, the Grantor undertakes'to remit to th.e'"Atlbmey, 
upon request, all titles, documents, registers, invoices and 'accounts 
evidencing its Claims or relating thereto;' whatever the nature of their 
medium and whatever the form In which they are accessible, whether 
written, graphic, taped, filmed, computerized, or other. 

Any payment receivéd by the Grantor on account of any hypothecated 
claim other than pursuant to the foregoing authorization shall be received 
for the Attorney's account, shall not entitle the Grantor to the amounts 
collected and shall be kept separate from the Grantor's other-property at all 
times and remitted ' forthwith by'the Grantor'to" the Attorney without 
compensation. ' ' 

6.2 Attorney's Rights 

The Attorney shall not be obliged to exercise its rights to the hypothecated 
Claims or to ensure their recovery from' the debtors,' whéther by'legal 
proceedings or otherwise. Should the Attorney decide to collect the 
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hypothecated Claims in accordance with paragraph 6.1. it shall be at liberty 
to negotiate such arrangements as it deems appropriate with the debtors or 
third parties, to enter Into agreements with them with respect to the Claims 
and any security securing the Claims, and even to waive the Claims and 
such security, the whole without the Grantor's consent or intervention, and 
the Attorney shall not thereby incur any liability toward or be accountable to 
the Grantor, save In respect of its gross negligence or intenfionai fault. 
Unless the Grantor so requests in writing, the Attorney shall not be obliged 
to inform the Grantor of any Irregularity in the payment of any-amounts due 
on the Claims. Apart from Its obligation to remit to the Grantor any sums 
collected over and above the amount of the Secured Obligations In 
principal, Interest and costs, the Attorney shall not be accountable to the 
Grantor with respect to the status of the collections made or any 
transactions and arrangements entered into unless the Attorney has been 
grossly negligent or perpetuated an Intentional or gross fault. 

6.3 Financial Administration Act fCanada) 

Where any of the Grantor's Claims are subject to the provisions of the 
Financial Administration Act (Canada), the Grantor hereby sells, assigns 
and transfers the same absolutely to the Attorney so that, upon a 
withdrawal of authorization as referred to In paragraph 6.1 hereof, the 
Attorney shall be free to complete the formalities required to make such 
assignment fully enforceable. 

7 .  DEFAULT 

7.1 Events of Default 

The Grantor shall be considered in default hereunder upon the, occurrence 
of an Event of Default and for so long as such Event of Default is 
continuing. 

7.2 Effects 

Without limiting Its rights, at any time and at its discretion, .to demand 
payment of any Secured Obligations payable on demand and without 
prejudice to any rights and remedies which it has pursuant to agreements 
with the Grantor or at law (in particular with respect to hypothecated 
Claims), the Attorney, upon the occurrence of an Event of Default which is 
continuing, may demand immediate and full payment of the amounts owing 
on account of the Secured Obligations, which shall forthwith become due 
and payable, and exercise, at its discretion, without restriction and witiiout 
any prior notice other than such notices as are required by law, any rights 
and remedies which it has pursuant to this Deed or at law, Including, in 
particular, the following hypothecary rights: ' 

- taking of possession for purposes of administrabon; 

- taking in payment; 

- sale by the Attorney; 

- sale by judicial authority. 

7.3 Exercise of Rights 
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in the event that the security hereby constituted shall have become 
enforceable following the occurrence of an Event of Default which Is 
continuing, the Attorney may proceed to realize the security created by this 
Deed and to exercise any right, recourse or remedy of the Attorney and of 
the Secured Parties under, this Deed or provided for by law, including 
without limitation any of the hypothecary rights and recourses provided for 
under the Civil Code. 

The obligation of the Attorney to commence or continue any act, action or 
proceeding" under this Deed'shall, ' àt 'the option of the Attorney, be 
conditional 'upon the Secured 'Parties furnishing;' when- required;' sufficient 
funds to commence'or continue such-action or proceeding arid indemnity 
reasonably satisfactoryto'the Attorney. ' 

7.4 Attorney's Rights 

irrespective of the particular remedy exerclsed-by the-Attorney in. the event 
of an Event of a Default'which is -contlhuingi the following provisions "shall 
apply in addition to any provisions that may "by law "apply in the 
circumstances, the Grantor expressly agreeing thereto: 

7.4.1 the Grantor undertakes to assemble its Hypothecated 
Property upon request; in addition, the Attorney may, 
but shall not be obliged to, conduct a verification pf the 

' Hypothecated Property, assemble or mbveany of such 
property or take proceeding's or do or take anya'ct or 
action in relation to the Hypothecated Property that it 
may deem advisable, the whole at the Grantor's 
expense: 

7.4.2 the Attorney may, in addition, at its discretion and at 
the Grantor's expense, whether after the Grantor has 
surrendered the Hypothecated Property and until the 
Attorney has exercised the'hyppthecary'righVwhlch it 
intends to exercise; or whether aft'er lhe Attorney has 

• chosen to -take possession''-of the Hypothecated 
Property for purposes of-admlnlstration, use or operate 
all or any part of the Hypothecated Property -(without 
being obliged to make such property productive), 
changeithe-'destihation'of or-alienate such property by 
onerous title (except for Hypothecated Property of little 
value) or charge-such property with a hypothec or 
other real right, enter Into or renew any leases for such 
amounts-and on such terms.-and conditions as the 
Attorney. deems appropriate, make any repairs or 
renovations or undertake or complete any work; 

7.4.3 the Attorney may, in Iheexerclse-of its rights,.renounce 
any" right relating ' to"-the- "Hypothecated- -Property 
belonging to the ' Grantor,- ev.en where • no valuable 
conslderatlon-is-recelved;-

7.4.4 the Attorney shall not be-bound to make an-inventory, 
take '-oùt insurance-or furnish other security-to secure 
the performance Gi lts'obligations; -
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7.4.5 the Attorney may, at its discretion, take possession, 
through its officers, agents or mandataries, of ail or any 
part of the Hypothecated Property, with full power to 
carry on, manage and conduct the Grantor's business 
relating to its Hypothecated Property; the Attorney may 
use the Hypothecated Property or any information that 
it obtains by reason of its administration for its own 
benefit; 

7.4.6 the Grantor, through Its officers and directors, shall 
forthwith execute such documents and transfers as 
may be necessary to place the Attorney In legal 
possession of its Hypothecated Property and the 
business of the Grantor in connection therewith, and 
thereupon all the powers, functions, rights and 
privileges of each and every one of the directors and 
officers of the Grantor shall cease and terminate with 
respect to the Hypothecated Property; 

7.4.7 the Attorney shall not be obliged to render an account 
with respect to its actions in the exercise of its 
hypothecary rights, except as stipulated by law. 
Should the Attorney see fit to render an account, it may 
do so in summary fashion: 

7.4.8 for the purpose of exercising any of its rights, the 
Attorney may make use of any premises on which the 
Hypothecated Property is located, the whole at the 
Grantor's expense; 

7.4.9 the Attorney may, at its discretion, decide to sell and 
dispose of the Hypothecated Property as a whole or in 
separate parcels, by tender, public auction or private 
contract, on such date and on such terms and 
conditions as the Attorney may stipulate, after giving 
such prior notices as are required by Articles 2784 and 
following of the Civil Code, and the Attorney may make 
such sale for cash or credit upon such reasonable 
conditions as to upset or reserve bid or price and as to 
terms of payment as it may deem proper, and may 
rescind or vary any contract of sale that may have 
been entered into and resell such properly under any 
of the powers conferred by this Deed, adjourn any 
such sale from time to time and execute and deliver to 
the purchaser or purchasers of the said property or any 
part thereof good and sufficient deed or deeds for the 
same, the Grantor hereby giving the Attorney an 
irrevocable power of attorney for the purpose of 
making such sale and executing such deeds, and any 
such sale made as aforesaid shall be a perpetual bar 
in law and in equity against the Grantor and its assigns 
and against any other Persons who may claim the said 
property or any part thereof from the Grantor or Its 
assigns; 

7.4.10 for the purposes of enabling the Attorney to exercise 
rights and remedies under Section 7 hereof (including. 
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without iimiting the terms'of Section-7;4'hereof, in order 
to take possession of, hold, preserve, process, 
assemble, prepare for sale, market for sale, sell or 
otherwise'dispose-.;of the • Hypothecated'Property) at 
such time as -the""Attorney:shail.be lawfully entitied-to 
exercise-suchi rights-and-remedies; :the Grantor-'hereby 
grants/to the-Attorney ran-"irrevocable, -nonexclusive 
license (exercisable-vnthoutjpayment of royaltyorother 
compensation-.-to i the-Grantor) to use, license or 
sublicense any intellectual- property now owned or 
hereafter--acquired- by the. Grantor,, and wherever the 
same -may be located, and including'such'-license 
access to ail media in which any of the-iicensed Items 
may be recorded or stored'and-to . ail-computer 
software and programs used- for the" compilation or 
printout thereof: 

7.4.11 the Attorney, or Its agents .or representatives, may 
become purchasers at any sale- of the Hypothecated 
Property, whether made under the".power of sale'herein 
contained or pursuant to foreclosure-or other legal 
proceedings: and 

7.4.12 the Attorney may, in addition to apy other rights it may 
have, appoint by -instrument in writing-a receiver or 
receiver and manager (both of which are.herein called 
a Receiver) of all or any part of the Hypothecated 
Property or.may institute proceedings In any court of 
competent jurisdiction for'the .'appointment of such a 
Receiver. Any such Receiver fs -fierebyglven andshall 
have the same powers .and rights and"-exclusions and 
limitations of liability as the Attorney has under this 
Deed or at law. in exercising any such powers, any 
such Receiver shall, to. the extent permitted: by law, act 
35 and for all purposes'^ shall'be deemed to be the 

. agent of the Grantor and -the- Attorney shall' not be 
responsible for any act or default of any such-' Recelver. 
The Attorney may appoint one or more Receivers 
hereunder and may remove any such Receiver or 
Receivers and appoint another-or others In his. or their 
stead from lime.to fime. Any Receiver so appointed 
may be .an officer or employee of the Attorney..- A court 
need not appoint, - ratify the appointment by the 
Attorney of or otherwise supervise -In any .manner the 

. actions of any Receiver. Upon -the Grantor'recelvlng 

. notice from the Attorney of thertaklng of possession of 
its Hypothecated - Property or the'appointment of a 
Receiver, all powers, functions, rights and privileges of 
each-.of the directors and officers of the Grantor with 
resp'ect. to its Hypothecated--Propepty--shall cease, 
unless-specificaiiy continued by the'written consent of 
the-Attorney. • • ' 

7.5 Taking in Payment 

if the Attorney elects to • exercise Its right to take in payment the 
Hypothecated Property of the Grantor and the Grantor requires that the 
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Attorney instead sell, by itself or under Judicial authority, its Hypothecated 
Property on which such right is exercised, the Grantor hereby 
acknowledges that the Attorney shall not be bound to abandon its recourse 
of taking in payment unless, prior to the expiry of the time period allocated 
for surrender, the Attorney (i) has been granted a security satisfactory to it, 
to ensure that the proceeds of the sale of the Hypothecated Property will be 
sufficient to pay the Secured Obligations in full, (11) has been reimbursed for 
all reasonable costs and expenses incurred In connection with this Deed 
and (ill) has been advanced the necessary sums for the sale of said 
Hypothecated Property; the Grantor further acknowledges that the Attorney 
alone is entitled to select the type of sale it may vrtsh to conduct or have 
conducted. 

THE ATTORNEY 

8.1 Hvoothecarv Representative , 

The Grantor hereby appoints the Party of the First Part, and the Party of the 
First Part hereby accepts and agrees to act as the hypothecary 
representative for all present and future Secured Parties as contemplated 
in Article 2692 of the Civil Code, in order to receive and hold the Hypothec 
created hereby and hereafter created or constituted, as continuing security 
for the payment of the Secured Obligations. Any person who becomes a 
Secured Party shall benefit from the provisions hereof and the appointment 
of the Attorney as the hypothecary representative for ail present and future 
Secured Parties and, upon becoming a Secured Party, authorizes the 
Attorney to perform such function. The Attorney may perform any act 
necessary to the fulfillment of its duties. 

8.2 Habendum 

The Attorney, as hypothecary representative for all 'present and future 
Secured Parties, shall have and hold the Hypothec constituted by this Deed 
and all rights hereby conferred unto it for the equal benefit and security of 
ail the Secured Parties v^thoul any preference or priority of' any of the 
aforesaid over any others, the whole as provided hereunder. 

8.3 Liability of Attorney ' 

The Attorney shall not be liable for material injuries resulting from its fault, 
unless such fault is gross or intentional. The Attorney shall not be 
responsible for any loss occasioned by its taking possession of the 
Hypothecated Property or enforcing the terms of this Deed, nor for any 
neglect, failure or delay in exercising or enforcing any of its rights and 
recourses,' nor for any act, default or misconduct of any agent, broker, 
officer, employee or other party acting for or on behalf of the Attorney 
unless same results from it or its gross or intentional fault or that of its 
agent, broker, officer, employee or other party acting on its behalf. The 
Attorney shall be accountable only for such monies as it shall actually 
receive. 

8.4 Protection of Persons Dealing with the Attorney 

No Person dealing with the Attorney or its representatives shall be 
concerned to inquire whether the security created under this Deed has 
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become enforce'able, or whether tti'e powers which the Attorney Is 
purporting to exercise have become,pxercisabiej .or,-vvhelher any money 
remains due upon the Security 6f this Deed, or a's 'to the necessity or 
expediency of the stipulations and conditîons subject to vyhlch any sale 
shall; be made, or otherwise as to the property or regularity of any sale or of 
anyother dealing by the Attorney with Ihe'^Hypothecated'Property pursuant 
to thé terms of any'applicable law'orth'is'De'ed-''or to see to the application 
of any money paid to the Attorney and;;in the absence-of fraud oh'the-'part 
of such Person,••'such'.'deailngs shall' be deemed- -so far as regards- the 
safety and protection-of such Persons, to'be within the-powers conferred 
under this Deed and to be-vaiid and effectuai-accbrdingly. ' 

8.5 Deieaatlon by Attorney ! 

The Attorney may delegate the exercise of Its rights or the performance of 
Its obligations hereunder, to another Person, inoluding a Secured Party, in 
accordance with the Credit Agreement. In that event, after obtaining such 
written assurances regarding the confidentiality thereof as the Attorney 
considers reasonably satisfactory, the Attorney may furnish that Person 
with any information it may have concerning -the Grantor or Its 
Hypothecated Property. The Attorney shali'nbt'be responslblje for damages 
resulting from such delegation from any fault commltted-'by such delegate, 
unless'same results from an Intentional or gross fault. The: Attorney shall 
be entitled to take legal or other advice and employ such;asslstance as 
may be necessary to the proper discharge of Its duties, and to pay proper 
and reasonable compensation to such agents and attorneys for all such 
legal and other advice or assistance as aforesaid. 

8.6 Resignation or-Replacement of Attorney • 

The Attorney may at any time resign'from office-upon thirty (30)-"days-prior 
nodce-in writing given to the Grantor and to'the Secured Party or upon-such 
shorter delay -as may be -accepted by= the Secured- Parti'es; • Thé Secured 
Parties may, subject to the terms of the Credil'Agreement;-1hen or at any 
time thereafter appoint a new hypothecary representative confirming -such 
appointment in writing'to the Grantor, which the Grëntor hereby undertakes 
to accept, in the place of the hypothecary representative so resigning; no 
resignation shall come Into effect before a new hypothecary representative 
has been appointed. 

Notwithstanding the foregoing, the Attorney may resign or be replaced by a 
new hypothecary representative in accordance with the terms of the Credit 
Agreement at any time without further action required hereunder. 

The new hypothecary representative, vrfthout further act (qther than the 
filing of a notice, of replacement in .the applfcable register ;in accordance 
with Article 2692 of the Civil,Code for the purposes' of exercising the rights 
relating to the hypothec created hereunder)", shall then- be vested and have 
all rights, powers and,authorities granted to the Attorrieyhereunder and be 
subject in ail,respects to.'t^je. terms, conditions and'prpyisions hereof to-the 
same extent ' as , if - originally acting as. hv^iothecary'- [représentative 
hereunder. ' 
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8.7 Attorney to Exercise Reasonable Diligence 

The Attorney shall only be accountable for reasonable diligence in the 
exercise of its functions under this Deed and shall only be liable for Its own 
Intentional or gross fault and that of Its agents, brokers, officers, employees 
and other persons acting on Its behalf, 

8.8 Absolute Discretion of Attorney 

The Attorney, except as othenvise provided in this Deed, shall, as regards 
all the powers, authorities and discretions vested In it, have absolute and 
uncontrolled discretion as to the exercise thereof, whether in relation to the 
manner or as to the mode arid time for the exercise thereof, and In the 
absence of gross or intentional fault, it shall be in no way responsible for 
any loss, costs, damages or .inconvenience that may result from the 
exercise or non-exercise thereof. 

8.9 No Liability for Title Defects 

The Attorney shall not be liable for or by reason of any failure or defect of 
title to or any priority, prior claim, hypothec, or other charge upon the 
Hypothecated Property, or for or by reason of the statements of facts or 
recitals contained In this Deed, or be required, to verify the same; but all 
such statements and recitals are and shall be deemed to have been made 
by the Grantor only, and It shall not be the duty of the Attorney, and nothing 
contained In this Deed shall in any way Impose any obligation upon the 
Attorney to Insure or keep Insured, against loss or damage by fire or 
otherwise, the Hypothecated Property or any part thereof or to keep Itself 
informed or advised as to the payment by the Grantor of any taxes or 
assessments or premiums of insurance or other payments which the 
Grantor should make. 

8.10 Investment of Hypothecated Property 

The Attorney shall be free to invest any monies or instruments received or 
held by It pursuant hereto or to deposit same in a non-interest bearing 
account without having to comply vflth any provisions of the Civil Code 
concerning the Investment of the property of others to the extent permitted 
under the Credit Agreement. 

8.11 Extensions 

The Attorney may grant extensions of time and other indulgences, take and 
give up security, accept compositions, grant releases and discharges and 
otherwise deal with the Grantor, with other parties and with the 
Hypothecated Property transferred hereby as the Attorney may see fit 
without prejudice to the liability of the Grantor or to the Attorney's rights 
pursuant to this Deed. 

8.12 Recourse Cumulative 

The rights and recourses of the Attorney pursuant to this Deed are 
cumulative and do not exclude any other rights and recourses which the 
Attorney might have. No omission or delay on the part of the Attorney in the 
exercise'of any right shall have the effect of operating as waiver of such 
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right The .partial; or sple. .exercise of a" right'or power wiji. njot prevent the 
Attorney from exercishg-tliereafter any other .right or power. •, • 

8.13 Liability of Secured Parties 

No Secured Party shall be liable to third parties for acts performed by the 
Attorney (or any other person appointed by the Attorney to' perform all or 
any of its rights, powers,, trusts or duties-hereunder).-during.-the exercise of 
its rights, powers and thé performance of its -dutiea' urid.er.jtiis .Deed or for 
injury caused to such parties, by the fault of.the Attpi:néic.(or any. such 
Person), or for contracts entered into in favour.pf.eu,ch parties, durjng.-such 
performance and-the Attorney (or any such Person),elorie.'shal[.be so liable 
subject to any rights or recourses which^he Attorney (or any such Person) 
may have hereunder or under law against the Grantor or any other Person 
(other than à Secured Party) in connection with any such liability. 

8.14 BankruDtcv-of the Attorney 

The bankruptcy of the Attorney shall not terminate its rights,-powers, trusts 
and duties hereunder provided that suph rights, powers, trusts and d.uties 
are assumed by a successor Attorney appointed in accordance with the 
provisions hereof. 

8.15 Benefit of Deed 

The rights hereby conferred' upon the Attorney, shall--benefit all-.of its 
successors, including any. entlty resulting .from the.^iT|iBrger.Qf.the..Attorney 
with any other Person ;0r Persons, and any. enti.ly that.succeeds the 
Attorney as Attorney. . ; 

REPRESENTATIONS. WARRANTIES AND COVENANTS . 

9.1 Representations and Warranties 

in addition to and not in substitution for any representation and warranty 
contained in this-Deed, the 'Grantor does hereby represent and warrant to 
and in favour of the Attorney that each representation and warranty made 
in the Loan Documents (including, for certainty, representations and 
warranties made in the Credit Agreement), inasmuch as applicable to the 
Grantor, is hereby reiterated and restated by the Grantor and-each'such 
representation and warranty is hereby incorporated by referenc6t.-m,t/fat/s 
mutandis, and is,hereby confirmed as true and correct .as of the dale 
hereof. .. . 

9-2 Covenants and Agreements 

In addition to and not in substitution for any covenant, agreement, 
undertaklng-.and condltjo.n contained In this Deed, the Grantor does hereby 
covenant.-and.a.gree-;-wi.th the Attorney, that it shall comply.v\rtth;. and-ensure 
the compliance of, all 'coyonants,. agreements, undertakings,iand conditions 
given-under, the Loan-Documents (Including, foc.certainty, those.set.forth in 
the Credit Agreement)i'inasmuch as applicable to.the Grantor, and each 
such covenantr agreejnenl, undertaking', and;' condition is hereby 
incorporated by reference, mutatis mutandis. ' 
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9.3 Survival 

All representations, warranties, covenants, agreements, undertakings and 
conditions made in the Loan Documents to which it is a party, which are 
material, shall be considered to have been relied on by the Attorney and 
shall survive the execution and delivery of this Deed of Hypothec or any 
investigation made at any time by or on behalf of the Attorney and any 
disposition or payment of the Secured Obligations until the Termination 
Date. 

10. IVIISCELLANEOUS PROVISIONS 

10.1 Nullity of a Provision 

In the event fhal any provision of this Deed is declared null and void or is 
deemed not to have been written, the other provisions of this Deed shall be 
severable from such provision and shall continue to have full force and 
effect. 

10.2 Application of Payments 

Upon the exercise by the Attorney of any rights and remedies provided 
hereunder, any and all proceeds received from such exercise shall be 
applied and distributed as provided in the Credit Agreement. 

Should any of the Hypothecated Property or its proceeds be in a currency 
different from that of the Secured Obligations, the Attorney is hereby 
authorized to convert the amount or the claim in question into the currency 
of the Secured Obligations in accordance with the terms of the Credit 
Agreement. 

10.3 Rights Cumulative and Exercise of Remedies 

The rights hereby created are in addition to and not in substitution for any 
other right or security held by the Attorney or the Secured Parties. The 
exercise by the Attorney of any of its rights and remedies shall not prevent 
it or the Secured Parties from exercising any other right or remedy 
conferred upon them by this Deed or any other security or by law. 

The Attorney may exercise the rights conferred upon It by this Deed on any 
part of the Hypothecated Property, without being obliged to do so on the 
entire Hypothecated Property and \Mthout prejudice to its rights and 
remedies with respect to the remaining Hypothecated Property, and it shall 
not be in any way obliged to exercise its rights and remedies against any 

' other Person liable for the Secured Obligations or to realize any other 
security securing the Secured Obligations. 

10.4 Notices • 

Except as otherwise provided herein, all notices, requests, demands or 
other communications to or upon the respective parties hereto shall be 
deemed to have been duly given or made to the party to whom such notice, 
request, demand or other communication is required or permitted to be 
given or made under this Deed, when delivered to such party in accordance 
with the provisions of the Credit Agreement. , 
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10.5 Notice of Default • 

The mere expiry of.ttie.-tin^ejimit'for.,perfqrcnlrig- any of the-.Secured 
Obligations shall serve to put.the'Grantor in'àefault, wlthoutany notice or 
demand being required for that purpose except as required byapplicable 
law. ' ' 

10.6 Waivers 

The Grantor may not claim 'that an .act or. omission bw,,the,. Attorney 
constitutes or Implies'a waiver of.'itS'rightltolInypke a-default by the. Grantor 
or to assert a right arising'out. of. sucti'defaCiit, uniess thd Attorney has 
expressly so stated afterthe.occ'ùrrence of'lhe'default. " ' • 

10.7 Further Assurances . 

The Grantor shall at ail.times do, execute,.acknowledge and deliver or 
cause to be done, executed, acknowledged' or delivered all and singular 
every such further acts, deeds, conveyances, .instruments, transfers, 
assignments, security agreements and assurances .as.the; Attorney may 
reasonably require in order to give effect to the provisions and purposes of 
this Deed including, without limitation, in respect of (he Attorney's 
enforcement of the security and Its- realization• on ..the-Hypothecated 
Property, and for the better granting, transferring, assigning, charging, 
setting over, assuring, confirming and/or perfecting the security interest of 
the Attorney in the Hypothecated Properly pursuant to this Deed., Effective 
upon the occurrence and-during the continuance'of.an.-Eveiit'of Default'.".the 
Grantor hereby constitutes and appoints any.-.office'r-pf the.!Attorney'at its 
above address, or any- Receiver appointed by- the court, or/the. Attorney, as 
provided herein, the true and iawfut attorney of the Grantor irrevocably with 
full power of substitution to do, make and execute all sucti assignments, 
documents, acts,, matters or things with the'-righ't to .use the name of the 
Grantor whenever and wherever It may be "deemed'pecessary or expedient 
in connection with the exercise of its rights and'rerfiedies set forth in'lhis 
Deed. Without limiting .the generality of the foregoing, so long as the 
Attorney shalf'be entitled h'ereund'er to make collections in "respect of the 
Hypothecated Property, the Attorney shall have the right jand -power to 
receive, endorse and collect all cheques payable to the order of the-Grantor 
representing any dividend, payment or other distribution in .respect" of Its 
Hypothecated."Prqperty.or any part thereof and'to-give full discharge for the 
same". The 'Grantor "hereby authorizes the Attorney to file such prdofe" of 
claim and other documents, as may be necessary or advisable in order to 
prove its claim' in" anybankr'iiptcy, proposed winding-up or other proceeding 
relating to the Grantor. 

10.8 Indemnification . 

The Grantor hereby agrees,and undertakes to indemnify the Attorney and 
save.and"hold it harmièss'from and against any and all losses,-expenses, 
costs"-and liabilities (including legal fees and-di'sBursemienls) that the 
Attorney or any'of its'ma'ndataries or Persons-hoJdihg"its;poWer';of attorney 
may sustain "of Incur inihe exercise of the powers and'r'lghts"Conferred 
upon the Attorney hereunder, except losses, expenses, costs and.liabilities 
resulting from the Attorney's, or its agent, broker," "officer, employee o'f other 
Person acting on, its behalf, gross or intentional fault. 
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10.9 Power of Attorney 

The Grantor hereby grants to the Attorney an irrevocable power of attorney, 
effective upon the occuirence of an Event of Default that Is continuing, with 
full powers of substitution and revocation, to do, make and execute, for the 
Grantor and in its name, all such deeds, documents, transfers, 
assignments, hypothecs, assurances, consents and things as the Attorney 
may deem necessary or appropriate to be done, made or executed by the 
Grantor to protect the Attorney's rights hereunder and/or preserve the 
Hypothecated Property and to give effect to ali the provisions of this Deed 
and the documents and other acts, matters and things that the Grantor has 
agreed to do, make and execute or that may be required in the exercise of 
the powers conferred upon the Attorney by the Loan Documents, and in 
particular, without iimiting the generality of the foregoing, in order that a 
valid and enforceable Hypothec be created and maintained on any property 
forming part of the Hypothecated Property as of the execution of this Deed 
or at any time in the future, to endorse or transfer all or any part of the 
securities, if any, included In the Hypothecated Property over to the 
Attorney or its agents, correspondents or mandataries, including any 
depositary, so that the Attorney or Its agents, correspondents or 
mandataries may be registered as sole owner of such securities, and to 
obtain from any taxation authority at any time, if deemed useful, any 
information necessary to allow the Attorney to determine the amount of the 
Grantor's indebtedness to such taxation authorities. The Grantor also 
grants effective upon the occurrence of an Event of Default that is 
continuing to each of such Persons holding its power of attorney the right to 
use Its name whenever they may deem it necessary or appropriate to do so 
for the purposes hereof and the Grantor further ratifies and confirms, and 
undertakes to ratify and confirm, all acts and actions done or taken by each 
of such Persons in connection herewith. 

10.10 Interpretation 

References herein to gender shall include all genders and the singular shall 
include the plural and vice versa, as required by the context. 

10.11 Divisions and Titles 

The division of this Deed into Sections, paragraphs and subparagraphs and 
the insertion of tities are for ease of reference oniy and shall not influence 
its meaning or construction. 

10.12Paramountcv . 

Except as limited below, and subject in all respects to Section 3.3.1, in the 
event that any provisions of this Deed contradict, are inconsistent with or 
are otherwise incapable of being consbued in harmony with the provisions 
(including any rights, remedies and covenants therein) of the Credit 
Agreement, the provisions of the Credit Agreement shall take precedence 
over those contained in this Deed. Notwithstanding the foregoing, in the 
event that provisions related to or affecting the creation, validity or 
enforcement of the security created under this Deed are contained in the 
Credit Agreement, if any, contradict or are otherwise incapable of being 
construed in harmony v^th the provisions of this Deed, such provisions of 
this Deed shall take precedence over those contained in the Credit 
Agreement. 
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10.13ADDncabl6 Law 

This Deed shall be governed and construed-in^accordance withThe-laws In 
force in the Province of Quebec. ' 

10.14 Explanation of Contract 

The Grantor confirms that It has had an-opportunity to consult- a la\wyer, 
notary or other adviser In'connection therewith; " 

lO.ISLanauaae ' 

The parties hereto confirm that it is their wish that this-Deed and all 
documents relating thereto, Including notices, be drawn up in the English 
language. Les parties aux présentes confirment leur voiontô que cet acte 
de même que tous documents, y compn's tous- avis, s'y rapportant soient 
rédigés en langue anglaise. ' • • ; ' 

11. SCHEDULE 

The following Is Schedule A referred-to'above": 

SCHEDULE A 

DESCRfPTiON OF CERTAIN-SPECtFtC PRQPERTy tNCLUDED WTHE' 
HYPOTHECATED PROPERTY fAS OF THE EXEeUTlON'OF THlS'DEEDl 

. . . , • • 

intellectual Property Rights ' - ' ' -

-none ' " 

Securities . ' '' 

-none 
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