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THIS AMENDED AND RESTATED CREDIT AGREEMENT is made as of the 23'~a
day of November 2010.

BETWEEN:

KRAUS INC. (the "Borrower")

- and -

STRUDEX FIBRIES LIMITED (the "Company")

- and -

BMO CAPITAL CORPORATION (the "Lender")

WHEREAS Kraus Carpet Mills Limited (a predecessor to the Borrower), the Company and
the Lender are parties to a credit agreement dated as.of July 24, 2007, as amended by amending
agreements dated as of June 5, 2008, January 26, 2009 and May 21, 2009 (as amended, the
66~rigina~ Credit Agreement"j;

WHEREAS the Borrower and the Lender have agreed to amend and restate the Original
Credit Agreement on the terms hereof;

NOW THEREFORE THIS AGREEMENT WITNESSES that in consideration of the
covenants and agreements herein contained the parties hereto agree as follows:

A,R7CICLE 1
INTERPRETATION

Section 1.01 Defined Terms.

As used in tlus agY•eernenl, the following terms' have the following meanings:

"2010 Business Plan" means the monthly financial projections of the Company and
the Restricted Subsidiaries for a portion of Financial Year 2009 and for Financial Year 2010
(including income statements, balance sheets, statements of cash flow, covenant calculations and
management's discussion of assumptions ancl~underlying prof ections), which the Compari~ d~li~rered
to the Lender on or about November 23; :2009.

"2011 business Plan" means the monthly financial projections of the Company and
the restricted Subsidiaries for a N'inancial Year 2011 (including income statements, balance sheets,
statements of cash flow, covenant calculations and management's discussion of assumptions and
underlying projections).

"Accounts ~2eceivable" means, as to any Person, all debts, claims, demands and
choses in action, including all book debts and accounts, now due or hereafter to become due,
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together with the benefit of all judgements and all other securities for the said debts, claims,
demands and choses in action and all proceeds (including, insurance proceeds) and all other rights
and benefits in respect thereto to which such Person is now or may hereafter become entitled.

"Acquisition" means, with respect to any Person, any transaction or series of related
transactions for the direct or indirect (i) acquisition of the Assets of any other Person; (ii) acquisition
of any shares, securitiesz interests, participations or ot~ier equivalents (including partnership interests
or units) of any Person; or (iii) reconstruction, reorganization, consolidation, wind-up, merger,
transfer, sale, lease or other combination with any other Person; and "Acquire" and "Acquired" have
meanings correlative thereto.

"Adjusted Consolidated Sasis" means, for any period or at any dime, the results of
operations of the Company and its Subsidiaries for such period or at any such time determined on a
consolidated basis in accordance with GAAP, but (i) excluding Royal Scot; (ii) excluding the results
of operations of any Person that is not a Subsidiary on the last day of such period or at such time,
and which would otherwise be included in such consolidated results of operations; and (iii) including
the results of operations for such period or at such time of each Person that during such period or at
such time, became a Subsidiary of the Company and which is a Subsidiary of the Company on the
last day of such period or at such time on a pro forma basis for such period or~ at such time.

"Adjusted Consolidated Depreciation and Amortization Expense" means, for any
period, in respect of the Company, depreciation, amortization and other non-cash expenses of the
Company and its Restricted Subsidiaries which reduce Consolidated Net Income for such period,

~- determined on an Adjusted Consolidated Basis as of such time.

"Adjusted Consolidated EBITDA" means, for any period, in respect of the
Company, Adjusted Consolidated Net Income for such period increased, to the extent deducted in
the determination of Adjusted Consolidated Net Income for such period, by (i) Adjusted
Consolidated Interest Expense; (ii) Adjusted Consolidated Income Tax Expense; (iii) Adjusted
Consolidated Depreciation and Amortizatit~n Expense; and (iv) donations made by the Company or
any Restricted Subsidiary to charities duly registered under the Income TaxAct (Canada). Adjusted
Consolidated EBITDA shall exclude (i) the amount of any loss on the sale of non-prime inventory
incurred by the Company in Financial Year 2010 up to a maximum amount of $1,000,000 (and any
amounts in excess of'$1,000,000 shall be included in the calculation of Adjusted Consolidated
EBITDA); and (ii) the amount of any restructuring costs incurred by the Company during Financial
Year 2010 up to a maacimum amount of $3,800,000 (and any amounts in excess of $3,800,000 shall
be included in the definition ~f Adjusted Consali~ated EBITBA}.

"Adjus~erl .C;'~~z~sr~~c~at~ed Income Tax Expense" means; for anyp~~i~d; an.respect of
the Company, the aggregate of ~ali taxes based on income of the Company and its 'Restricted
Subsidiaries for such period, determined on an Adjusted Consolidated Basis.

"Adjusted Consolidated Ynterest Expense" means, for anyperiod, inrespect ofthe
Company and its Restricted Subsidiaries, the sum of (without duplication) (i) all items properly
classified upon the consolidated income statement of the Company as interest expense (whether
expensed or capitalized) in accordance with GAAP, and (ii) the implied interest component of any
element of Debt of the Company and its Restricted Subsidiaries (such as capital leases and deferred
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revenue excluding any obligation in respect of any operating lease) which would not be classified as
interest expense pursuant to (i), and (iii) all fees and other payments (other than payments of
principal) payable by the Borrower or any Restricted Subsidiary in respect of any Debt, in each case
determined on an Adjusted Consolidated B asis.

"Adjusted Consolidated l et Income" means, with respect to the Company, for any
period, and subject as provided in the next following sentence, the net income (loss) of the Company
and its Restricted Subsidiaries determined on an Adjusted Consolidated Basis and for gxeater
certainty, Adjusted Consolidated Net Income shall include realized foreign exchange gains or losses.
There shall be excluded from any such net income (loss) (i) after-tax gains or losses from. asset sales
or abandonments or reserves relating thereto, (ii) other after-taac items classified as extraordinary,
unusual or nonrecurring gains or losses, (iii) unrealised foreign exchange gains or losses; (iv) any
gain or loss from the write-up or write-down of any real property, and (v) any gain or loss from any
purchase or redemption of securities.

"Adjusted Consolidated Senior Debt" means, in respect of the Company, at any
time, the aggregate amount of all Debt of the Company and its Restricted Subsidiaries, other than the
Debt of the Borrower pursuant to the Loan, the Debt owing to Kraus Holdco pursuant to the VTB
Nose, the Eckhardt Debt and the ILraus ~eb~, detei-nined an an Adjusted Consolidated Basis.

"Adjusted Consolidated Total Debt" means, in respect of the Company, at any
time, the aggregate amount of all Debt of the Company and its Restricted Subsidiaries excluding the
Debt owing to Kraus Holdco pursuant to the VTB Note, the Eckhardt Debt and the Kraus Debt,

~ determined on an Adjusted Consolidated Basis.

~' "Adjusted Consolidated unfunded Capital Expenditures" means, for any period,
in respect of the Company, Capital Expenditures of the Company and its Restricted Subsidiaries,
excluding (i) any Capital Expenditures funded by Debt other than Debt owing to the Senior Lenders
pursuant to the Senior Credit Agreement, and (ii) Capitalized Lease Obligations, determined on an
Adjusted Consolidated Basis.

"Affiliate" rn.eans, with respect to a specified Person, another Person that directly, or
indirectly through one or more intermediaries, Controls or is Controlled by or is under common
Control with the Person specified.

"Agents" means, collectively, the Canadian Administrative Agent and the U.S.
Administrative Agent (as each of such terms are defined in the Sezuor Credit Agreement).

~~ °̀A~.~ffix~~ate Mark-to-Market E~posure'~. ~m~~~; thy.•. seam. of~.the Market Values
(expressed i.n ~CanadYa~ Dollars), whether positive or negative, ~:n•~r~s~pect t~f all Eligible Hedging
Agreements and any other interest rate hedges and foreign exchange hedges to which the Company
or any Restricted Subsidiary is a party.

"Agreement" means this amended and restated credit and guarantee agreement and
all schedules thereto, as further amended, supplemented or restated from time to time; and the
expressions "Article" and "Section" followed by a number mean and refer to the specified Article or
Section of this Agreement.
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"Annual ]Business Plan" means the annual business plan of the Company approved
( by the board of directors of the Company, prepared on a consolidated basis, with detailed financial

projections and budgets on a month to month basis for the following twelve months, in each case
consisting of a balance sheet, statement of income, retained earnings, statement of cash flows and
proposed Capital Expenditure estimates and a list of assumptions upon which such projections are
based.

"Appl~calble lLaw"means (a) any domestic or foreign statute, law (including common
and civil law and equity), treaty, code, ordinance, rule, regulation, decree, restriction or by-law
(zoning or otherwise); (b) any judgement, order, writ, injunction, decision, ruling, decree, voluntary
restraint or award; (c)' any regulatory policy, practice, guideline or directive; or (d) any franchise,
licence, qualification, authorization, consent, exemption, waiver, right, permit or other approval of
any Governmental Authority, or any provisions of the foregoing, binding on or affecting the Person
referred to in the context in which the tern is used or binding on or affecting the property of such
Person.

"Approved Fund" means any Fund that is administered or managed by (a) the
Lender, (b) an Affiliate of the Lender or (c) an entity or an Affiliate of an entity that administers or
manages the Lender.

"Assets" means, with respect to any Person, any property, assets and undertakings of
such Person of every kind and wheresoever situate, whether now owned or hereafter acquired (and,
for greater certainty, includes any equity o~ like interest of any Person in any other Person).

"Assignment and Assumption" means an assigmnent and assumption entered into
by the Lender and an Eligible Assignee in substantially the form of Schedule 2.

"Australiaco" means Northstate Carpet Mills PTY Ltd.

"Authorization" means, with respect to any Person, any authorization, order, pernut,
approval, grant, licence, consent, right, franchise, privilege, certificate, judgment, writ, injunction,
award, determination, direction, decree, by-law, rule or regulation of any Governmental Authority
having jurisdiction over such Person.

"SMO" means Bank of Montreal.

"SMOCC Subordination Agreement" means the subordination agreement dated as
of July 24, 2007, as amended by the amending agreement dated January 26, 2009, and as fiuther

..:~~en~:ed l~y.amending agreement no. 2 dated as _of l~c~v~mber.23; 2010, in each case substantially in
~:.. ~1?e>~f~rs~: of'chedule 3.

"Borrower" means Kraus Inc. and includes its successors.

"Business" means the business of manufacturing, marketing, distributing and sale of
carpeting, flooring and fibre and new materials related to the manufacturing of carpet and flooring.

"Business Day" means any day of the year, other than a Saturday, Sunday or other
day on which banks are required or authorized to close in Toronto, Ontario.
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"Canadian Benefit Plans" means any play, fund program, ox policy, whether oral oz
written, formal or informal, funded or unfunded, insured or uninsured, providing employee benefits,
including medical, hospital care, dental, sickness, accident, disability, life insurance, pension,
retirement or savings benefits, under which the Company or any Restricted Subsidiary has any
liability with respect to any employee or former employee, but excluding any Canadian Pension
Plans.

"Canadian ]Do~iars", and "Cdn. $" each mean lawful money of Canada.

"Canadian Pension Plan" means apension plan which is a "registered pension plan"
as defined in the Income Tax Act (Canada), whether or not it is required to be registered under
applicable pension benefits legislation in any other Canadian jurisdiction and is applicable to
employees resident in Canada of the Company or any Restricted Subsidiary and includes a
multiemployer pension plan as defined in applicable pension benefits legislation and registered in
any Canadian jurisdiction for employees resident in Canada, but does 'not include the Canada
Pension Plan (maintained by the Government of Canada) and the Quebec Pension Plan (as defined in
An Act Respecting the Quebec Penszon Plan (Quebec)).

"Canadian Restricted Subsidiary" means Restricted Subsidiary that was
incorporated, continued, amalgamated, merged or otherwise created in accordance with and
continues to be governed by the laws of a Province of Canada or the federal laws of Canada.

"Capital Expenditures" means, with respect to the Company and its Restricted
~-- Subsidiaries, acquisitions or expenditures which would be properly classified in accordance with

GAAl' as capital expenditures.

"Capitalized Lease Obligation" of any Person means any obligation of such Person
to pay rent or other amounts under a lease of property, real or personal, moveable or immoveable,
that is required to be capitalized for financial reporting purpeses in accordance with GA.~1P. For the
purpose of this definition, the amount of such obligation shall be the. capitalized amount thereof
determined in accordance with G~.~1P, and the stated maturity of such obligation shall be the last day
on which any lease or rental payment thereunder is due prior to the first day upon which such
agreement may be terminated by such Person without payment of penalty.

"Cash Equivalents" means a.iiy of t ie following: (i) any investment in direct
obligations of Canada or any province or agency thereof or obligations guaranteed by Canada or the
United States of America or any province or state, as applicable, or any agency thereof, in each case
with a remaining term of not more than one year. to maturity and at the date of investment rated not
less than the Minimum Rating; and.{~i) in~tesf~n~~its in time deposit accounts; team d~pasi4~~:c,~Q~~~~; ~ ~ -:
certificates of deposit, money-market d~ep~c~si~~; u stirs' acceptances and obligations matur~ng~u?~tYi~z~ri
one year of the date of acquisition thereof issued by a bank or trust company which is organized
under the laws of Canada or any province thereof or of the United States of America or any state
thereof, and which bank or trust company has, or the obligation of which bank or trust company is
guaranteed by a bank or trust company which has, capital, surplus and undivided profits aggregating
in excess of $250,000,000 and has outstanding debt which at the date of investment is rated not less
than the Minimum Rating. For the purpose of this definition, "Minimum Rating" shall mean, for
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any obligor, "A" by Standard & Poors Ratings Group, a division of McGraw Hill, Inc. or "A2" by
Moody's Investors Service, Inc.

"Change of Control" means (i) any Person acting alone or in concert with one or
more other Persons, other than the Eckhardt Family, beneficially owns, directly or indirectly, a
majority of the votes attached to the Company's securities entitled to vote for the election or
appointment of the board of directors of the Company or Persons performing similar functions, or
(ii) the Borrower ceases to be a wholly-owed Subsidiary of'the Company.

"Change in Law" means the occurrence, after the date of this Agreement, of any of
the following: (a) the adoption or taking effect of any Applicable Law, (b) any change in any
Applicable Law or in the administration, interpretation or application thereof by any Governmental
Authority or (c) the making or issuance of any Applicable Law by any Goverrunental Authority.

"Claim" means any claim of any nature whatsoever, including any demand, liability,
obligation, cause of action, suit, proceeding, judgment, award, assessment and reassessment.

"Closing Date" means July 24, 2007.

"Collateral" means the Assets of the Company or any Restricted Subsidiary or any
other Person in respect of which the Lender has or will have a security interest pursuant to the Credit
Documents.

"Company" means Strudex Fibres Limited and its successors.

"Compensation Cap Period" means the period from and including 2009 to and
including the year in which Kraus Holdco has received in the aggregate $10,000,000 in payments of
principal and interest under the VTB Note.

"Compensation Compliance Certificate" means a certificate of a senior officer of
the Company identifying compensation to nr~anagement of the Company in form and substance
acceptable to the Lender.

"Compliance Certificate" means a.certificate ofthe Senior Officer ofthe Company,
without personal liability, substantially in the form attached hereto as Schedule 1.

"Consolidated Free 'Cash Flow" means, for any particular period, Adjusted
i onsolidated EBITDA less, to the extent not. deducted in calculating Adjusted Consolidated
EBITDA for such period, (A} (i) mandatory and scheduled repayments of prin~i~al owing pursuant
to 'the Term Credits.~:pursnaix~~~•~~Y.ihe:~~~flior. Credit Agreement du~ririg such .~er~i~ds ~i ~ .zx~~datory
principal repayments on the Loan (excluding payments made pursuant to Section 2.04(4)') during
such period, (iii) voluntary prepayments of principal to Kraus Holdco to the extent consented to by
the Lender in writing during such period; (iv) scheduled repayments of the principal component of
Capital Lease Obligations of the Company and the Restricted Subsidiaries; (v) Adjusted
Consolidated Interest Expense that was paid in cash during such period, (vi) restructuring costs paid
in cash during such period, (vii) Deductible Capex during such period, (viii) pension plan
contributions required to be made by applicable Law during such period that are paid in cash and
that are in excess of the amounts expensed in the consolidated audited financial statements of the
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Company, (ix) Adjusted Consolidated Income Tax Expense to the extent paid or payment in cash
during such period, and (x) following the Senior Lender Maturity Date an amount not to exceed
$6,000,000 per Financial Year in respect of the Senior Debt of the Company and the Restricted
Subsidiaries and the Subordinate Debt of the Company and the Restricted Subsidiaries other than
Debt owing to Kraus Holdco pursuant to the VTB Note (but including for greater certainty, the
Loan) until such time as all Debt owing to the Lender by the Company and the Restricted
Subsidiaries is paid in full, plus (B) (i) for the duration of the Compensation Cap Period, the amount
by which the aggregate compensation to Ryan Eckhardt, Michael Eckhardt, Walter Eckhardt and
Harold Eckhardt during such period (being the period of the EBITDA calculation)_ exceeds
$1,200,000, (ii) Net Proceeds from any Disposition of Assets other than in the ordinary course of
business that are not required to be paid to the Senior Lenders or the Lender during such period, and
(iii)' any income tax recovery received by the Company during such period to the extent that such
income tax: recovery is not (a) otherwise included in the calculation of Adjusted Consolidated
Income Tax Expense, (b) paid to the Lender in accordance with S ection 2.04(5) hereof, or (c) paid to
the Senior Lenders pursuant to the Senior Credit Agreement.

"Consolidated Free Cash Flow Certificate" means a certificate of a senior officer of
the Corporation, without personal liability, issued to the Lender in the form attached hereto as
Schedule "5".

"Contested" means contested in good faith by appropriate proceedings promptly
initiated and diligently conducted, and "Contestation" shall have an analogous meaning.

--. "Control" means the possession, directly or indirectly, of the power to direct or cause
the direction of the management or policies of a Person, whether through the ability to exercise

~' voting power, by contract or otherwise. "Controlling" and "Controlled" have corresponding
meanings.

"Credit Documents" means (a) this Agreement, the Security, the Warrant, the
S ecurityholder Agreement, all guarantees delivered by any Credit P arty pursuant to this Agreement; .
and each document, agreement, instrument and certificate delivered to the Lender on the Closing
Date or on the Second Closing Date; and (b) all present and future security, agreements, documents,
certificates and instruments delivered by any Credit Party to the Lender pursuant to, or in respect of
the agreements and documents referred to in clause (a), as delivered from time to time whether prior
or after the Secancl Closing Date; in each case as the same may from time to time be supplemented,
amended or restated, and "Credit Document" shall mean any one of the Credit Documents.

"Credit Paxty" means the Company, the Borrower and each other Restricted
Subsidiary.

"Debt" means, with respect to any Person, at any time (without duplication), (i) all
indebtedness for borrowed money, including borrowings of commodities, bankers' acceptances,
letters of credit or letters of guarantee; (ii) all indebtedness for the deferred purchase price of
property acquired by such Person (excluding accounts payable and accrued liabilities arising in the
ordinary course of business but including, without limitation, all liabilities created or arising under
any conditional sale or other title retention agreement with respect to such property) or services
represented by a note ox other evidence of indebtedness; (iii) all indebtedness for borrowed money
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secured by any Lien with respect to any property. owned by such Person (whether or not it has
assumed or otherwise become liable for such liability, provided that if such Person has not assumed
or otherwise become liable for such liability, tine amount of such liability shall be the lesser of the
monetary value of such liability or the then fair market value of such property); (iv) all indebtedness
created or arising under any conditional sale or other title retention agreement with respect to
property acquired by the Person (even tl~ough the rights and remedies of the seller or lender under
such agreement in the event of default are limited to repossession or sale of such property); (v) all
indebtedness of another Person secured by a Lien on any properties or assets of the Person; (vi) all
indebtedness in respect of letters of credit or instruments serving a similar function issued or
accepted for its account by banks and other financial institutions (whether or not representing
obligations for borrowed money); (vii) the aggregate amount at which any shares in the capital of a
Person which are redeemable or retractable at the option of the holder may b e retracted or redeemed
for cash or Debt prior to the Maturity Date and provided all conditions precedent for such retraction
or redemption have been satisfied; (viii) all current indebtedness of such Persons represented by a
note, bond, debenture or other evidence of debt; (ix) all Capitalized Lease Obligations; (x) all
indebtedness under Other Secured Agreements (as such term is defined in the Senior Credit
Agreement) and the Aggregate Mark-to-Market Exposure of all Eligible Hedging Obligations; (xi)
other indebtedness upon which interest charges are customarily paid by such Person; and (xii) all
Debt Guaranteed by the Person.

"Debt Guaranteed" by any Person means the maximum amount which may be
outstanding at any time of all Debt of the kinds referred to in (i) through (x) of the definition of Debt
which is directly or indirectly guaranteed by the Person or which the Person has agreed (contingently

r'- or otherw?se) to purchase or otherwise acquire, ox in respect of which the Person has otherwise
~ assured a creditor or other Person against loss.

"Deductible Capex"mans Adjusted Consolidated Unfunded Capital Expenditures
for the Financial Year 2010 and thereafter subject to the following maximum amounts for each
Financial Year:

2010 - $2,000,000
2011 - $2,500,000
2012 - $3,000,000
Each Financial Year thereafter - $4,000,000

The positive difference, if any, between the maximum amount designated above in any Financial
Year and the actual Adjusted Consolidated Unfunded Capital Expenditures made in such Financial
Year.- maybe carried forward to the subsequent Fin~~zcial. Year. For certainty, unused Adjusted
~esc~~:~:a~c~. I7~•funded Capital Expenditures may-b~~~~~.t~:e~~~r.:~-ie~ forward one Financial Year.

"Default" means any event or condition that constitutes an Event of Default or that
would constitute an Event of Default except for satisfaction of any condition subsequent required to
make the event or condition an Event of Default, including giving of any notice, passage of time, or
both.

"Disposition"means with respect to any Asset of any Person, any direct or indirect
sale, lease (where such Person is the lessor of such Asset), assignment, cession, transfer (including

McCarthy Tetrault LLP D005 #144571 S v. 21



any transfer of title or possession), exchange, conveyance, release or gift of such Asset, including by
% means of asale-leaseback transaction or a receivable or inventory securitization, or any
~. reorganization, consolidation, amalgamation or merger of such Person pursuant to which such Asset

becomes the property of any other Person, but shall exclude donations to charities duly registered
under the Income Tax Act (Canada); and "I2ispose" and "Disposed" have meanings correlative
thereto.

"I)istrcib~x4ion" means (i) any dividend or other distribution, direct or indirect, on
account of any equity units or Shares of any class of the Company or any Restricted Subsidiary,
except a dividend payable solely in equity units or Shares (other than Shaxes or units redeemable or
retractable at the option of the holder for cash or Debt prior to the Maturity Date) to holders of equity
units or Shares of that class; (ii) any redemption, retirement, sinking fund or similar payment,
purchase or other acquisition Uy the Conipa.uy or aYiy Restricted Subsidiary for value, direct or
indirect, of any equity units or Shares in its owxi capital (other than any redemption, retirement,
sinking fund or similar payment by way of issuance of equity units or Shares (other than Shares or
units redeemable or retractable at the option of the holder for cash or Debt prior to the Maturity
Date); (iii) any payment made to retire, or to obtain the surrender of, any outstanding warrants,
options or other rights to acquire any equity units or Shares in its own capital; (iv) any payment or
prepayment of principal of, premium or interest on, or any redemption, purchase, retirement,
defeasance (including in substance legal defeasance), sinking fund or similar payment with respect
to the VTB Subordinated Debt, the Eckhardt Debt or the Kraus Debt; (v} any bonus payment or
comparable payment, or any gift or other grahtity, or Investment to or in any Affiliate of the
Company or any Restricted Subsidiary, or to any Affiliate or any partner of the Company or any

~'- Restricted Subsidiazy, or to any director or officer of the r'ompany or any Restricted Subsidiary or of

~. any such Affiliate; and (vi)~any donations to any charity, whether or not such donations are recorded
as expenses on an income statement (but "Distribution" shall not, in any case, include any
transaction described in (i) to (iv) between or among the Company and any Restricted Subsidiary).

"Eckhardt Debt" means indebtedness owing by the Company to Anneleen Eckhardt
and Harold Eckhardt.

"Eckhardt Family" means (i) any or all of Walter, Michael, Ryan and Haxold
Eckhardt ("Eckhardt"); (ii) his spouse; (iii) arty lineal descendant of Eckhardt (including any legally
adopted descendant); (iv) the estate of any Person listed in clauses (i) to (iii); (v) any trust primarily
for one or more of the lineal descendants of Eckhardt, spouses of such lineal descendants, Eckhardt
himself or any spouse of Eckhardt, provided that one or more of the Persons listed in clauses (i) to
(iii) retain dispositive control of such trust; and (vi) any charitable trust settled by any one or more of
the Persons listed in clauses (i) to (iii) over which any such Person retains or Persora.s :-retain

• ~~~~~~ositive control.

"Eckhardt Subordination Agreement" means the subordination agreement dated as
of January 26, 2009 among Anneleen Eckhaxdt, Harotd Eckhardt, the Company and the Lender.

"Eligible Assignee" means any Person (other than a natural person, the Company or
any Restricted Subsidiary ox any Affiliate of the Company or any Restricted Subsidiary), in respect
of which any consent that is required by Section 12.01(b) has been obtained.
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"Eligible ~7[edging Agreements" means one or more agreements (including, if
-~ ~ applicable, any interest rate swap, cap or collar) between the Company or any Restricted Subsidiary

and one or more of the Senior Lenders or any Affiliate of any Senior Lender (the "ledge Lenders")
evidenced by a form of agreement approved by the International Swaps and Derivatives Dealers
Association Inc. (or other form approved by the Agents) using the full two-way payment method to
calculate amounts payable thereunder and evidencing (i) any interest rate hedge (including any
interest rate swap, cap or collar); or (ii) any foreign exchange hedge, in such case, in respect of
which payments or settlement shall be made in cash only; provided that any such hedging
agreements entered into by the Company or any Restricted Subsidiary and any Person at the time
that such Person was a Senior Lender shall continue to be an Eligible Hedging Agreement
notwithstanding that such Person ceases, at any tune, to be a Senior Lender.

"Employee Benefit Plan" means any "employee benefit plan" as defined in Section
3(3) of ERISA which is or was sponsored, maintained or contributed to by, or required to be
contributed to by, any U. S. Restricted Subsidiary, any of its Subsidiaries or any of their respective
ERISA Affiliates.

"Environmental Laws" means all Applicable Laws relating to the environment,
health and safety matters or conditions, Hazardous Substances, pollution or protection of the
environment, including Laws relating to (i) on site or off-site contamination; (ii) occupational health
and safety relating to Hazardous Substances; (iii) chemical substances or products; (iv) Releases of
pollutants, contaminants, chemicals or other industrial, toxic or radioactive substances or Hazardous
Substances into the environment; and (v) the manufacture, processing, distribution, use, treatment,
storage, transport or handling of Hazardous Substances.

"Environmental LiaMlities"means, in respect of any Person, Losses and Claims of
such Person under applicable Environmental Laws, whether known or u~iown, current or potential,
past, present or future, imposed by, under or pursuant to Environmental Laws or otherwise relating
to any environmental condition, fact or circumstance requiring Remedial Action under any
Environmental Law, including Losses and Claims related to Remedial Actions and all reasonable
fees, disbursements and expenses of counsel, experts, personnel and consultants, where such Losses
and Claims are based on, axise out of or are otherwise in respect of (i) the ownership or operation of
the business of such Person or any Assets related to such business; (ii) the conditions on, under,
above or about any real property, assets, equipment or facilities currently or previously owned,
leased or operated by the Person or any subsidiary of the Person; (iii) expenditures necessary to
cause the operations of the business or Assets either related to such business or owned, leased or
operated by the Person to comply with any acid a11. environmental requirements, including
expenditures in connection with obtaining all Environmental Permits; (iv) expend?~ures necessary to
effect the environmental clos~2r~,:~~~ ~r ~ntal decorrunissioning or. enviraiu-~i~;n~~~'~~~:~:~z~ t~~ on of
any of the operations of the business or Assets of such Person either related to such business or
owned, leased or operated by the Person or any subsidiary of the Person; (v) liability for personal
injury or property damage, including damages assessed for the maintenance of a public or private
nuisance; and (vi) any other matter affecting the real property, assets, equipment or facilities of the
Person or any subsidiary of the Person, whether owned or leased, relating to any Environmental Law
or otherwise within the jurisdiction of a~Governmental Authority arising through its administration
of any Environmental Law.
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"~nvironmemta~ Permits" includes all permits, certificates, approvals, registrations
( and licences issued by any Governmental Authority to the Company or any of its Subsidiaries or to

the Business pursuant to Environmental Laws and are required for the operation of the Business or
use of the Owned Properties or Leased Properties or other Assets.

"equivalent Amount" means, on any date, with respect to the specified amount of
any specified currency the amount of any other currency after giving effect to a conversion of the
specified amount of the first currency to the other currency at the spot rate quoted for wholesale
transactions by BMO (or, if BMO does not provide such spot rate quotation, a quoted rate from
another financial institution selected by the Lender).

"]FRIBA" meaxis the Employee Retirement Income Security Act of 1974.

"FRIBA Affiliate" means, as applied to any Person, (i) any.corporation which is a
member of a controlled group of corporations within the meaning of Section 414(b) of the Internal
Revenue Code of which that Person is a member; (ii) any trade or business (whether or not
incorporated) which is a member of a group of trades or businesses under common control within the.
meaning of Section 414(c) of the Internal Revenue Code of which that Person is a member; and (iii)
any member of an affiliated service group within the meaning of Section 4149m) or (o) of the
Internal Revenue Code of which that Person, any corporation described in clause (i) above or any
trade or businESS described in clause (ii) above is a member. Any former ERISA Affiliate of any
U.S. Restricted Subsidiary shall continue to be considered an ERISA Affiliate of such
U.S. Restricted Borrower within the meaning of this definition with respect to the period such entity
was an. ERISA Affiliate of such U. S. Restricted Subsidiary and with respect to liabilities arising after
such period for which such U.S. Restricted Subsidiary could be liable under the Internal Revenue
Code or ERISA.

"Event of Default" has the meaning specified in Section 7.01.

"Excluded Taxes" means (a) taxes imposed on or measured by its net income or
capital, and franchise taxes imposed on it (in lieu of net income taxes), by the jurisdiction (or any
political subdivision thereo fl under the laws of which such recipient is organized, resident for
income tax purposes, or in which its principal office is located or, in the case of any Lender, in
which its applicable lending office is located, and (b) any branch profits taxes or any similar tax
imposed by any jurisdiction in which the Lender is resident for income tax purposes or is located.

"Fees" means the fees payable by the Borrower under this Agreement or any other
Credit Document.

.<::`~'~.~~~~~a'~1~•~uarrer" means in respect of.any ~Fu~.~~.~i~.~~::~~~~ ~ ~.~ period or three
consecutive months in each Financial Yeax ending March 31, June 30, September 30 and December
31, as the case maybe, of such year.

"Financial Year" means in relation to the Company, its financial year comunencing
January 1 of each calendar year and ending on December 3l .of such calendar year.

"Fixed Charge Coverage Ratio" means, at any date of determination, the ratio of

(A) Adjusted Consolidated EBITDA less (i) Adjusted Consolidated Income Tax Expense paid or
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payable in cash; and (ii) Adjusted Consolidated Unfunded Capital Expenditures, to (B) Adjusted
C ~ Consolidated Interest Expense (excluding deferred interest) plus (i) all scheduled principal payments

in respect of Adjusted Consolidated Total Debt; (ii) all scheduled principal payments in respect of
Debt owing to Kraus Holdco pursuant to the VTB Note; (iii) all scheduled principal payments in
respect of the Eckhardt Debt, (iv) all scheduled principal payments in respect of the Kraus Debt, and
(v) Capitalized Lease Obligations, in each case, for the most recently completed twelve month
period.

"Fund" means any Person (other than a natural person) that is (or will be) engaged in
mal~ing, purchasing, holding or otherwise investing in commercial loans and similar extensions of
credit in the ordinary course of its business.

"GAAP" means at anytime, accounting principles generally accepted in Canada as
recommended in the Handbook of the Canadian Institute of Chartered Accountants at the relevant
time applied on a consistent basis (except for changes made with the prior written consent of the
Lender and approved by the Company's independent auditors in accordance with promulgations of
the Canadian Institute of Chartered Accountants).

"Georgia Property" means the property located at 2216 Abutment Road, Dalton;
Georgia..

"Governmental Authority" means the government of Canada or any other nation, or
of any political subdivision thereof, whether state or local, and any agency, authority,
inst~lunentality, regulatory body, court, central bank or other entity exercising executive, legislative,
judicial, taxing, regulatory or administrative powers or functions of or pertaining to government,

~~ including any supra-national bodies such as the European Union or the European Central Bank and
including a Minister of the Crown, Superintendent of Financial Institutions or other comparable
authority or agency.

"Grantor" means any Person who has provided Security to the Lender.

"Hazardous Substance" means any substance, waste, liquid, gaseous or solid matter,
fuel, micro-organism, sound, vibration, ray, heat, odour, radiation, energy, plasma and organic or
inorganic matter, alone or in any combination which is regulated under any applicable
Environmental Laws as hazardous waste, a pollutant, a deleterious substance, a contaminant or a
source of pollution or contamination under any Environmental Law.

"Hedge Lenders" has the meaning specified in the definition of Eligible Hedging
~gi.e~n~r~~herein:

"Impermissible Qualification" means, in respect .of any. Person relative to the
opinion or report of any independent auditors as to any financial statements of such Person, any
qualification or exception to such opinion or report which is of a "going concern" or similar nature.

"Indemnified Taxes" means Taxes other than Excluded Taxes.

"Intellectual Property" means all trade-marks., trade-names, brands, trade dress,
business names, uniform resource locators, domain names, tag lines, designs, graphics, logos and
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other commercial symbols and indicia of origin, goodwill, patents and inventions, copyrights,
industrial designs, and other intellectual property rights, whether registered or not or the subject of a
pending application for registration, owned by or licensed to the Company or any Restricted
Subsidiary.

"Investment" means, with respect to any Person, any direct or indirect investment in
or purchase or other acquisition of the securities of or an equity interest in any other Person, any
loans, advances, guarantees, or arrangement for the purpose of providing funds or credit to
(excluding trade accounts receivable or extensions of trade credit in the ordinazy course of business
in accordance with customary commercial terms), or capital contribution to (whether by means of a
transfer of cash or other property or any payment for property' or services for the account or use o~
any other Person, or any purchase or other acquisition of all or substantially all of the property of any
other Person.

"Kraus Debt" means all amounts owing by the Borrower to Anneleen Eckhardt
Holdings Limited pursuant to a re-issued promissory note dated November 23, 2010 issued by the
Borrower in the aggregate principal amount of $2,342;750.00, such promissory note replacing a
promissory note issued by Kraus Carpet Mills Limited (now the Borrower) dated May 9, 2005 in the
aggregate principal amount of $2,342,750.00.

"Kraus Holdco" means Nelson Kraus Holdings Limited.

"Kraus JV" means Kraus Floors LLC.

"Kraus Subordination Agreement" means the subordination agreement dated as of
`~ ~ November 23, 2010 among Anneleen Eckhardt Holdings Limited, the Borrower and the Lender

"Landlord Waiver" means an agreement from each landlord of each Leased
Property in favour of the Lender, in form and substance satisfactory to the Lender.

"Laws" means (a) any domestic or foreign statute, law (including common and civil
law and equity), treaty, code, ordinance, rule, regulation, decree, restriction or by-law (zoning or
otherwise); (b) any judgement, order, writ, injunction, decision, ruling, decree, voluntaryrestraint or
award; (c) any regulatory policy, practice, guideline or directive; or (d) any franchise, licence,
qualification, authorization, consent, exemption, waiver, right, permit or other approval of any
Governmental Authority, 'or any provisions of the foregoing, binding on or affecting the Person
referred to in the context in which the term is used. or binding on .or affecting the property of such
Person.

"~Gas~~i ~~ o~c~ ties" rrlea ~_~~~~~e~iv~Iy, t ie reai ~ro~ie~ies forming ine~•~~~'~~~
matter of the Leases.

"Leases" means the leases, subleases, right to occupy, and Licences of real property or
buildings and fixtures, to which the Company or any Restricted Subsidiary is a party as lessee (other
than equipment leases) (i) at the date of this Agreement, as listed and described under the heading
"Leased Properties" in Schedule 5.01(i); or (ii) after the date of this Agreement, as notified to the
Lender pursuant to Section 6.01(b), but shall exclude leases, rights and licences terminated in
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accordance with their terms (and not as a result of a default) after the date of this Agreement and as
and from such termination.

"Lender" means BMO Capital Corporation and its successors.

"Licensed Intellectual Property" nneans the Intellectual Property specified in
~cheduie 5.01(w) as such Schedule may be updated in accordance with this Agreement.

"Lien" means any mortgage, charge, pledge, hypothecation, lien (statutory or
otherwise), security interest or other encumbrance of any nature however arising, or any other
security agreement or arrangement creating in favour of any creditor a right in respect of any
particular property that is prior to the right of any other creditor in respect .of such property, and
includes the right of a lessor relative to a Capitalized Lease Obligation.

"Loan" means the loan in the principal amount of $10,000,000 advanced by the
Lender to the Borrower on the Closing Date and which is (irscluding principal, capitalized interest
and accrued interest) in the amount of $15,917,931.01 on the Third Closing Date, as such amount
may be increased following the date of this Agreement as a consequence of the capitalizing of
interest.

"Loss" means any loss whatsoever, whether direct or indirect, including expenses,
costs, damages, judgments, penalties, fines, charges, claims, demands, liabilities and any and all
legal fees and disbursements, except any such loss representing loss of profit.

-~ "li~tarket Valves"means, in respect of any Eligible Hedging Agreement and on any
_ other interest rate hedge or foreign exchange hedge, on any day, the amount (whether positive or

negative) expressed in Canadian Dollars determined by a lender (or non-lender party thereto, if
applicable) in good faith at mid-market levels in accordance with its customary practices as of the
close of business on such day as though such day were an "Early Termination Date", each
"Transaction" was a "Terminated Transaction" and the lender (or other counterparty, as applicable)
was the non-defaulting party in accordance with the payment measure provided for iri Section
6(e)(i)(3) of the 1992 ISDA Master Agreement. "Early Termination Date", "Transaction" and
"Terminated Transaction" have the respective meanings ascribed thereto in the 1992 ISDA Master
Agreement (Multicurrency-Cross Border).

"Material Adverse Effect" shall mean at any time a material adverse effect on the
Business (as in effect at such time or as then seasonably anticipated to be in effect at any time
thereafter), property or financial condition of the Company and its Subsidiaries, considered as a
whole, or a material adverse-ef~ert>on i=h~•ability of the Company or any Re~trictec~:~~zl~.s~,d~i~ty or any-
otherPerson toperform its ob~i~atx.o~.s under. any of the Credit Documentsto which°~it~is:~;~r t~.3~or on
the ability of the Lender to enforce such obligations thereunder.

"Material Contracts" means, collectively, the agreements entered into by the
Company or any Restricted Subsidiary, the breach, non-performance or cancellation of which or the
failure of which to renew could reasonably be expected to have a Material Adverse Effect.
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"1Vlaterial Permits" means, collectively, the Permits issued or oUtained by the

Company or any Restricted' Subsidiary, the termination or failure to renew of which could
reasonably be expected to have a Material Adverse Effect.

"1VIaterial Subsidiary" means all Restricted Subsidiaries other than any Subsidiary
as agreed by the Lender and the Borrower.

"1`✓✓J[~~urity ~2~te" means January 24, 2015.

Net Proceeds" means any one or more of the following: (i) with respect to any
Disposition of Assets by the Company or any Restricted Subsidiary, the net amount equal to the
aggregate amount received in cash (including any cash received by way of deferred payment
pursuant to a note, receivable, other non-cash consideration or otherwise (including, without .
limitation, the release of any amounts from an indemnity reserve or similar fund established in
connection with such Disposition), but only as and when such cash is so received) in connection with
such Disposition, less the sum of (y) reasonable fees (including, reasonable legal fees), commissions
and other out-of-pocket expenses (as evidenced by supporting documentation provided to the Lender
upon request therefor) incurred or paid for by the Company or any Restricted Subsidiary in
connection with such Disposition, and (z) taxes incurred in connection with such Disposition,
whether payable (in accordance with such Person's current-tax account) at such time or thereafter;
(ii) with respect to the receipt of proceeds under any insurance policy (other than business
interruption insurance), the net amount equal to the aggregate amount received in cash in connection
with such receipt of insurance proceeds less the reasonable fees (including, without limitation,

~- reasonable legal fees), costs and other out-of-pocket expenses (as evidenced by supporting
documentation provided to the Lender upon reasonable request therefor by the Lender) incurred or

~' paid for by the Company or any Restricted Subsidiary in connection with the claim under the
insurance policy giving rise to such proceeds; and (iii) with respect to the issuance of any Shares by
the Company or any Restricted Subsidiary, or any capital contributions by any Person to the
Company or any Restricted Subsidiary, the amount equal to fhe aggregate amount received in cash in
connection with such issuance or contribution less the reasonable fees (including, without limitation,
reasonable legal fees), costs and other out-of-pQCket expenses (as evidenced by supporting
documentation provided to the Lender upon reasonable request therefor by the Lender) incurred. or
paid for by the Company or any Restricted Subsidiary in connection with the transaction giving rise
to such proceeds.

"Obligations" means, with respect to.any Credit Party, all of its present and future
indebtedness, liabilities and obligations of any and every kind, nature or description whatsoever
(whether direct or. indirect, joint or several or joint and several, absolute..or contingent, matured or
usimatured, in ..any •cv~~~r~~r •mod :whether as principal. debtor.;. ~uai~~r~~.t~~,:-~ure;t~~•~or otherwise,
including with~iu~ iimitaf:ion any interest that accrues thereon after or would accrue thereon but for
the commencement of any case, proceeding or other action, whether voluntary or involuntary,
relating t:, the ban1~ aptcy, insolvency or rearganization whether or :got allowed or allowable as a
claim in any such case, proceeding or other action) to the Lender under, in connection with, relating
to or with respect to each of the Credit Documents. Obligations includes, for certainty, all
indebtedness and liabilities that may be due or owing at any time by the Company and/or the
Borrower in connection with the Warrant and/or the Securityholder Agreement.
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"Original Currency" has the meaning specified in Section 13.02(a).

.~' "O~he~- Currency" has the meaning specified in Section 13.02(a).

"Other 7Caxes"means all present or future stamp or documentary taxes or any other
excise or property taxes, charges or similar levies arising from any payment made hereunder or
under any other Credit i~ocument or from the execution, cieiivery ox enforcement of, or otherwise
with respect to, this Agreement or any other Credit Document.

"Owned Intellectual Property" means the Intellectual Property specified in
Schedule 5.01(v) as such Schedule may be updated in. accordance with this Agreement.

"Owned Properties" means, collectively, (i) the land and premises owned by the
Company or any Restricted Subsidiary on the date of this Agreement which are listed under the
heading "Owned Properties" in Schedule 5.01(i); and (ii) after the date of tkus Agreement, the lands
and premises notified to the Lender pursuant to Section 6.01(b), but shall exclude lands and premises
sold or otherwise disposed of as permitted in this Agreement as and from the date of such sale or
disposition.

"Parent Entity" has the meaning specified in Section 2.07(1)(v).

"Participant" has the meaning assigned to such term in Section 12.01(c).

"Pension Plan" means (i) any Employee Benefit Plan, other than a Multiemployer
Plan, which is subj ect to Section 412 of the Internal Revenue Code or ~e~tion 302 of ERISA, (u) any
Canadian Pension Plan and (iii) any pension plan governed by the Laws of any other jurisdiction.

"Permits".means, collectively, permits, licences, approvals, franchises, rights-of-
way, easements and entitlements.

"Permitted Liens" means, in respect of any Person at any time, the following:

(a) Liens for taxes, rates, assessments or other governmental charges or levies the
payment of which is not yet due, or for which instalments have been paid based on
reasonable estimates pending final assessments, or if due, the validity of which is
being contested diligently and in good faith by appropriate proceedings by that
Person and ~n respect of which it has made arrangements for payment satisfactory to
the Lender;

(~~:•~ . un~~~et~ined or inchoate Liens, right~s~ of d-s-s~°~~~:~>~,d charges incidental to current
operations which have not at such time been ~f'iled or exercised and of which the
Lender has not been given notice, or which relate to obligations not due or payable or
if due, the validity of which is being contested diligently and in good faith by
appropriate proceedings by that Person;

(c) reservations, limitations, provisos and conditions expressed in any original grant
from the Crown or other grant of real or immovable property, or interests therein,
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which do not in the opinion of the Lender, materially affect the use of the affected
land for the purpose for which it is used by that Person;

(d) licences, permits, reservations, covenants, servitudes, easements, rights-of way and
rights in the nature o£ easements (including, without limiting the generality of the
foregoing, licenses, easements, rights-of-way and rights in the nature of easements
for sidewalks, public ways, sewers, drains, gas, steam and water mains or electric
light and power, or telephone and telegraph conduits, poles, wires and cables} and
zoning, land use and building restrictions, by-laws, regulations and ordinances of
federal, provincial, regional, state, municipal and other governmental authorities,
which will not in the opinion of the Lender, materially impair the use of the affected
land for the purpose for which it is used by that Person;

(e) title defects, encroachments or irregularities which are of a minor nature and which
in the aggregate will not in the opinion of the Lender, materially impair the use of the
affected property for the purpose for which it is used by that Person;

(fl the right resezved to or vested in any Governmental Authority by the terms of any
lease, license, franchise, grant or permit acquired by that Person or by any statutory
provision to terminate any such lease, license, franchise, grant or pernlit, or to require
annual or other payments as a condition to the continuance thereof;

(g) the Liens resulting from the deposit of cash or securities in connection with contracts,
~" tenders or expropriation proceedings, or to secure workers' compensation,
~ unemployment insurance, surety or appeal bonds, costs of litigation when required

by law, liens and claims incidental to current construction, mechanics',
warehousemen's, carriers' and other similar liens, and public, statutory and other like
obligations incurred in the ordinazy course of business;

(h) Liens given to a public utility or any governmental authority when required by such
utility or governmental authority in connection with the operations of that person in
the ordinary course of its business;

(i) the Security;

(j) the Senior Security;

(k) letters of credit and cash collateral provided by the Company oz any Restricted
Subsidiary to secure cash~~nan~:~;em~.t a~caunts with financial institutions.other. ~th~n
the Senior Lenders; pro~idecl~th~:t+,~c~n e~icing on the date that is 30 days horn th.
date of the Senior Credit Agreement, the aggregate amount of such letters of credit
and cash collateral shall not exceed $250,000;

(1) the VTB Security; and

(m) Liens securing Purchase Money Security Interests and Capitalized Lease Obligations
in an amount not to exceed $2,500,000.
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"Person" means any natural person, corporation, limited liability company, trust,

i' _ joint venture, association, company, partnership, Governmental Authority or other entity..

"P~GC"means the Pension Benefit Guaranty Corporation or any successor thereto.

"Purchase lYloney Security Interests" means a Lien created or assumed by a Credit
Farry securing i~ebt incurred to finance the unpaid acquisition price of personal property provided
that (a) such Lien is created concurrently with or prior to the acquisition of such personal property,
(b) such Encumbrance does not at any time encumber any property other than the property financed
or ref nanced (to the extent the principal axriount is not increased) by such Debt and to proceeds
thereof, (c) the amount of Debt secured thereby is not increased subsequent to such acquisition, and
(d) the principal amount of Debt secured by any such Lien at no time exceeds 100% of the original
acquisition price of such personal property at the time it was acquired.

"Regulatory Approvals" means all necessary approvals, registrations, pernuts,
sanctions, rulings, orders, exemptions or consents from any Governmental Authority within or
outside of Canada (including, without limitation, the lapse, without objection; of a prescribed time
under a statute or regulation that states that a transaction may be implemented if a prescribed time
lapses following the giving of notice without an objection being made) required to enable the
Company and its Subsidiaries to carry on the Business.

"Related Parties" means, with respect to any Person, such Person's Affiliates and the
directors, officers, employees, agents and advisors of such Person and of such Person's Affiliates.

~~ "Release" when used as averb includes release, spill, leak, emit, deposit, discharge,
~- leach, migrate or dispose into the environment and the term "Release" when used as a noun has a

correlative meaning, but does not include any release, spill, leak, emission, deposit, discharge, leach,
migration or disposition pursuant to a valid Environmental Permit or in accordance with
Environmental Laws.

"Relevant Jurisdiction" means (i) for the purposes of Section 7(3) of the Personal
P~opeYty Security Act (Ontario), and the similar provisions of the PeYSOnaI PYOperty Security Act of
each other province (other than Quebec) and of the Uniform Commercial Code of the United States
of America, each jurisdiction (or registration district within such jurisdiction) in which any of the.
Company and the Restricted. Subsidiaries has a place of business, chief executive office or any
Assets with an aggregate value that exceeds the lesser of (x) 5% of Adjusted Consolidated EBITDA
for the unmediately preceding four Financial Quarters, and (y) 5% of the value of the Assets of the
Company determined on an Adjusted Consolidated Basis, provided that the aggregate value of
Assets of the Company-and: ~e R~s~ri~~~: subsidiaries located in jurisdictions•. ~.v~~PY~~~h~:,:Z,Y~r~s
granted bythe Security have b.e~n:I~~rfe~te~~by"registration shall at all times be great~i :~za~r~~~io ~of
the value of the Assets of the Company determined on an Adjusted Consolidated Basis, (ii) the
jurisdiction of formation of the Company and each Restricted Subsidiary.

"Remedial Action" means any action required under any applicable Environmental
Law to (i) clean up, remove, treat or in any other way deal with Hazardous Substances in the
environment; (ii) prevent any release of Hazardous Substances where such release would violate any
Environmental Laws or would endanger or threaten to endanger public health or welfare of the
environment; or (iii) perform remedial studies, investigations, restoration and post-remedial studies,
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investigations and monitoring on, about or in connection with any of the Owned Properties, the
Leased Properties or other Assets of the Company and its Subsidiaries.

"Restricted Subsidiaries" means the Subsidiaries of the Company and individually,
any one of them.

"~oyai Scot" means icoyai Scot rloorcovering I)istributionLLC;`.

"Second Closing Date" means January 26, 2009.

"Security" means all guarantees, security agreements, mortgages, debentures and
other documents delivered to the Lender on or prior to the Third Closing Date (including the
documents identified in Section 2.07) and all other documents and agreements delivered by the
Company or any Restricted Subsidiary to the Lender from time to time as security for the payment
and performance of the Obligations.

"Securityholder Agreement" ~ means the amended and restated securityholder
agreement dated as of November 23, 2010 among, inter'alia, the Company, the Borrower and the
Lender, providing for rights in favour of the holder of the Warrant, as such agreement maybe
amended, restated, supplemented or replaced from time to time.

"Security Documents" means the agreements described in Section 2.07 and any
other security (including guarantees) granted to the Lender from time to time as security for the
obligations of the Company or any Restricted Subsidiary under the Credit Documents.

~ "Senior Credit Agreement" means the credit agreement dated as of June 28, 2007
between the Borrowers (as defined therein), National Bank of Canada as Canadian administrative
agent, Bank of Montreal, as U.S. administrative agent, and the Senior Lenders, as such agreement
has been amended by a first, second, third and fourth axnenc~ing~agreements on or prior to the Third
Closing Date as such agreement maybe furthex amended, supplemented ox restated from time to
time:

"Senior Credit Documents" means the Seniox Credit Agreement, the Senior Security
and all other agreements, documents, inst~-umcnts and assurances required or contemplated therein to
be provided by the Company or an.y Restricted Subsidiary to the Agents and/or the Senior Lenders.

"Senior Debt" means all Debt owing by the Company and the Restricted Subsidiaries
to the Agents anal the Senior Lenders puxsuant to the Senior Credit Documents, but subject to
limitations provided zor in the BMOCC Subordination Agreement.

"Senior Ilebt to ESITDA Ratio" means the ratio of Adjusted Consolidated Senior
Debt to Adjusted Consolidated EBITDA.

"Senior Lender Maturity ]Date" means June 28, 2012 or (i) such earlier date as the
Senior Credit Agreement is repaid in full and all commitments thereunder have been terminated; or
(ii) such other date as the maturity date in the Senior Credit Agreement maybe extended to.
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"Senior ]Lenders" means each lender from time to time party to the Senior CreditC" Agreement.

"Senior Officer" means any one of the Chairman of the Board, the President, the
Chief Executive Offrcer, the Chief Financial Officer and the Vice President - Finance.

"~e~i~r ~ecu-ri'~y"means all guarantees, security agreements, mortgages, debentures
and other documents delivered to the Senior Lenders on or prior to the Third Closing Date and all
other documents and agreements delivered by the Company or any Restricted Subsidiary to the
Agents or the Senior Lenders or both from time to time as security for the obligations of the
Company or any Restricted Subsidiary under the Senior Credit Documents.

"Share Purchase Agreement" means the agreement dated as of June 11, 2007.
among Anneleen Eckhardt Holdings Limited, Kraus Holdco, the Company and Northstate Carpet
Mills Pty Ltd.

"Shares", as applied to the shares of any corporation or other entity, means the shares
or other ownership interests of every class whether now or hereafter authorized, regardless of
whether such shares or other ownership interests shall be limited to a fixed surn or percentage with
respect to the rights of the holders thereof to participate in dividends and in the distribution of assets
upon the voluntary or involuntary liquidation, dissolution orwinding-up of such corporation or other
entity.

"Subject Properties" means collectively, the Owned Properties and the Leased
Properties.

"Subsidiary" means, at any time, as to any Person, any corporation, company or
other Person, if at such time the first mentioned Person owns, directly or indirectly, securities or
other ownership interests in such corporation, company or other Person having ordinary voting
power to elect a majority of the board of directors or persons performing sunilar functions for such
corporation, company or other Person.

"Tangible Net Worth" of the Company, on an Adjusted Consolidated Basis
determined in~accordance with GAAP, means, at any particular time, without duplication, the sum
of: (i) capital stock; (ii) preferred stock; (iii) paid-in capital; (iv) retained earnings; and (iv) VTB
Subordinated Debt; less the sum of any amounts shown on account of any (A) Debt owingby any of
the borrowers under the Senior Credit .Agreement (each a "Creelat 1B~r~rower") to another Credit
Borrower; (B) Investments in any Affiliate; (C) deferred charges and costs; (D) trade-marks, trade
~name..~, c~~~syri gr~r ,; patents; .patent applications; servicE:mark~; in:~~s~~:al. designs, licences; and (E)
goodw~i•1~ ~.i3.cl--~~li~;r intangibles. • .

"Taxes" means all present or future taxes, levies, imposts, duties, deductions,
withholdings, assessments, fees or other charges imposed by any Governmental Authority, including
any interest, additions to tax or penalties applicable thereto.

"Term Credits" means the non-revolving term credit facilities made available to the
Company pursuant to the Senior Credit Agreement.
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"ThArd Closing Date" means November 23, 2010.

"~['otal Debt to ~~3I'I'DA Ratio" means the ratio of Adjusted Consolidated Total
Debt to Adjusted Consolidated EBITDA.

"U.S. Restricted Subsidiary" means a Restricted Subsidiary that was incorporated,
coii~i~~ue~, aiiiaigai~za~ed, riierged or oi~iet~wise cr~aied in accaruance wi~in and coriti~ues to be
governed by the laws of any state of the United States of America.

"V~B Note" means the amended and restated promissory note dated November 23,
2010 granted by the Company in favour of Kraus Holdco (including the terms of the "Amending
Agreement" referenced therein).

"VTB Security" means the Lien on the Shares in the capital of the Company granted
by Anneleen Eckhardt Holdings Limited in favour of Kraus Holdco and Liens over all assets of the
Company and Restricted Subsidiaries in favour of Kraus Holdco, in each case to secure the VTB
Subordinated Debt provided that such Liens are subj ect to the provisions of the VTB Subordination
Agreement.

"VTS Subordinated Debt" means, at any time, Debt of the Company at such time
outstanding under the VTB Note and any security granted in respect of thereof that is contractually
subordinated and junior in right of payment to the Obligations and any other amounts payaUle under
any Credit Document pursuant to the terms of the VTB Subordination Agreement.

~ "~'~'~ ~:~lb6~dr~a~son ~g~-ee~~e~~' means the amended and restated subordination
agreement substantially in the form of Schedule 4.

"Warrant" means the fully assignable warrant issued by the Company to the Lender
with respect to the option to puxchase for a nominal price 15% (subject to adjustments as provided
for therein) of the equity of the Company on a fu11y diluted basis, as such warrant maybe amended,
restated, supplemented or replaced from time to time:

"Waterloo Property" means the property located at 65 Northfield Drive West,
Waterloo, Ontario (PIN No. 22280-0071).

Section 1.02 Gender and Number.

Any reference in the Credit Documents to gender includes all genders, and words
iunporting the singular number only include the plural. and vice versa.

section 1.03 Interpretation not Affected by' I~ieaclings, etc.

The provisions of a table of contents, the division of this Agreement into Articles and
Sections and the insertion of headings are for convenience of reference only and shall not affect the
interpretation of this Agreement.
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Section 1.04 Currency.

All references in the Credit Documents to dollars or $, unless otherwise specifically
indicated, are expressed in Canadian currency.

Section 1.05 . Certain Phrases, etc.

In any Credit Document (i} (y) the words "including" and "includes" mean "including
(or includes) without limitation" and (z) the phrase "the aggregate of ", "the total of ", "the sum of ",
or a phrase of similar meaning means "the aggregate (or total or sum), without duplication, of ", (ii)
in the computation of periods of time from a specified date to a~later specified date, unless otherwise
expressly stated, the word "from" means "from and including" and the words "to" and "until" each
mean "to (or until) but excluding"; and (iii) the word "calculated" shall mean calculated and not
compounded.

Section 1.06 Accounting Terms.

All accounting terms not specifically defined in this Agreement sha11 be interpreted in
accordance with GAAP from time to time; provided, however, that if the Company notifies the
Lender that the Company requests an amendment to any provision hereof to eliminate the effect of
any change occurring after the date hereof in GAAP or in the application thereof on the operation of
such provision (or if the Lender notifies the Company that it requests an amendment to anyprovision
hereof for such purpose), regardless of whither any such notice is given before or after such change
in GAAP or in the application thereof, then such provision shall be interpreted on the basis of GA.AP
as in effect and applied immediately before such change shall have become effective until such
notice shall have been withdrawn or such provision amended in accordance herewith.

Section 1.07 Non-Business Days.

Subject as otherwise provided in this Agreement, whenever any payment is stated to
be due on a day which is not a Business Day, such payment shall be made on the next succeeding
Business Day, and such extension of time shall be included in the computation of interest or fees, as
the case may be, provided that if the Maturity Date is a date which is not a Business Day, any
payment to be made on the Maturity Date shall be made on the preceding Business Day.

Section 1.08 Incorporation of Schedules.

The schedules attached to this Agreement shall, for all purposes of this agreement,
form an integral part of it.

section 1.09 Knowledge.

Any reference to the knowledge of any Person shall mean to the best of the
knowledge, information and belief of such Person after reviewing all relevant records and making
due inquiries regarding the relevant matter of all relevant directors, officers and employees of such
Person.
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Section 1.10 Reference to Fender.

Any reference in any Credit Document to the Lender shall be construed so as to
include its permitted successors, transferees or assigns hereunder in accordance with its respective
interests.

~eciaon i.Ai ~'ceierences io iime oi.vay.

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

Section 1.12 References to. Applicable Laws.

Except as otherwise provided herein, any reference in any Credit Document to Laws
shall be construed to be a reference to such Laws as the same may have been, or may from time to
time be, enacted, promulgated, amended, reformed or otherwise modified or re-enacted from time to
time.

Section 1.13 References to Agreements.

Except as otherwise provided herein, any reference to any Cxedit Document to this
Agreement, any other Credit Document or any other agreement or document shall be construed to be
a reference to this Agreement, such Credit Document or such other agreement or document, as the
case maybe, as the same may have been, or may from time to tune be, amended, varied, restated or

T ~ supplem.ented.

ARTICLE 2
THE LOAN

~._

Section 2.01 Establishment of Loan.

On the Closing Date the Lender advanced $10,000,000 to the Borrower. On the Third
Closing Date, the outstanding indebtedness under the Loan is $15,917,931.01. No amounts repaid
under the Loan may be reborrowed.

Section 2.02 Use of Proceeds.

The Borrower used the proceeds of the Loan on the Closing Date to repay in full the
$1 O,000,Q00 bridge facility made available pursuant to the Senior Credit Agreement.

Sectaon 2.03 IVdand~tm~g~ ~ep~ynients.

The Borrower sha11 repay to the Lender (subject to the terms hereof and specifically
Section 7.01) all outstanding Obligations (except those Obligations relating to the Warrant to the
extent not due on such date) on the Maturity Date.
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Section 2.04 Mandatory Prepayments.

(1) Subject to the repayment obligations to the Senior Lenders pursuant to the Senior
Credit Agreement, an amount equal to the Net Proceeds from any Disposition of any Assets
consisting of fixed assets permitted pursuant to Section 6.03(e)(ii) and (iii) by the Company or any
Restricted Subsidiary shall be applied within 120. days of the completion of such Disposition during
which such Net 1 roceeds were received by or on behalf of the Company or such Restricted

. Subsidiary, as the case maybe, thereof, in each case, in accordance with- Section 2.06(2) hereof,
except to the extent that the Net Proceeds from such Disposition of Assets are reinvested (other than
in cash or Cash Equivalents), used or committed to~be used in the Business within 120 days of the
completion of such Disposition.

(2) Subject to the repayment obligations to the Senior Lenders pursuant to the Senior
Credit Agreement, an amount equal to the Net Proceeds of any insurance maintained by the
Company or any Restricted Subsidiary received by the Company or any Restricted Subsidiary on
account of each sepaxate loss, damage or injury to any part of its Assets or Business (unless such
proceeds or ari amount not less than such proceeds shall have been expended or corrunitted by the
Company or such Restricted Subsidiary for the repair or replacement of such Assets or Business
within 180 days after the last day of the Financial Quarter during which such Net Proceeds were
received by or on behalf of the Company or such Restricted Subsidiary, the Company or such
Restricted Subsidiary shall have furnished to the Lender evidence satisfactory to the Lender of such
expenditure or commitment and confirmed in a manner satisfactory to the Lender that such proceeds
are subject to a security interest in favour of the Lender) shall be applied within 180 days after last
day of the Financial Quarter during which such Net Proceeds were received by or on behalf of the
Company or any Restricted Subsidiary, as the case maybe, thereof, in each casein accordance with
Section 2.06(2) hereof.

(3) Subject to the repayment obligations to the Senior Lenders'pursuant to the Senior
Credit Agreement, an amount equal to 100% of the Net Proceeds of the issuance of all Shares by the
Company and any Restricted Subsidiary tp any Person other than the Company or any Restricted
Subsidiary, or of any capital contributions by any Person other than the Company or any Restricted
Subsidiary to the Company or any Restricted Subsidiary shall be applied forthwith upon receipt by
or on behalf of the Company er any Restricted Subsidiary in accordance with Section 2.06 hereof.

(4) Commencing with Financial Year 2011 and provided that for each subsequent
Financial Year (i) the Senior Debt to EBITDA Ratio for such Financial Year is less than 3.0:1, (ii)
the Fixed Charge Coverage Ratio for such Financial Year is equal do or greater than 1.2:1, and (iii)
the Total.Debt to EBITDA Ratio for such Financial Year:is less than 4.0:1, an amount equal to half
of 60°/a::~x.G~risUl~~~'c~~1 free Cash Flow shall be applied:~~y the~~~Qa.~~v~,es~~~as a prepayment of the
Loan. Such~calculation and payment, if applicable, shall be made no later than 120 days following
the end of each Financial Year of the Company. .The other half of the 60% of Consolidated Free
Cash Flow shall be paid against indebtedness owing pursuant to the VTB Note but subject to the
terms of the VTB Subordination Agreement. For greater certainty: (i) an amount less than half of

. 60% of Consolidated Free Cash Flow shall be applied as a prepayment of the Loan or paid pursuant
to the VTB Note, as applicable, by the Borrower to the extent possible provided that such
prepayment does not result in non-compliance of the Senior Debt to EBITDA Ratio or the Total

~~' Debt to EBITDA Ratio set forth in this Section 2.04(4), (ii) the payments set out in this Section
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2.04(4) are one time only payments in connection with a respective Financial Year and any amounts
~` not paid as a result of the foregoing covenants shall not be carried forward to the next Financial Year

or in any wa~form an outstanding obligation of the Company to either the Lender or Kraus Holdco,
as holder of the VTB Note, (iii) for purposes of the prepayments set out in this Section 2.04(4) the
Senior Debt to EBITDA Ratio, the Fixed Charge Coverage Ratio, and the Total Debt to EBITDA
Ratio shall be deternuned based on the financial results at the end ofthe respective Financial Year,
(iv) the Fixed Charge Coverage Ratio noted above shall be calculated prior to making anypayments
required by this Section 2.04(4), and (v) the Senior Debt io EBITDA Ratio and the Total Debt to
EBITDA Ratio, in each case as noted above, shall be calculated prior to making any payment
required by this Section 2.04(4) and' on a pYO forma basis following payment including any Debt
required to make such payment.

(5) Subj ect to the repayment or prepayment obligations to the Senior Lenders pursuant to
the Senior Credit Agreement, an amount equal to 100% of the Net Proceeds of any income tax
recovery received by the Company in Financial Year 2010 in excess of $2,600,000 shall be applied
forthwith upon receipt by ox on behalf of the Company or any Restricted Subsidiary in accordance
with Section 2.06 hereof.

Section 2.05 Optional Prepayments and Reductions of Commitments.

(1) Subject to Section 2.05(2) the Borrower may, subject to the provisions of this
Agreement, repay, in whole or in part (in a minimum amount of $500,000 unless a lesser amount is
owing under the Loan), without penalty or bonus, the Loan, upon five Business Days' notice by the

~--- Borz~ower to the Lender by a notice stating the proposed date and aggregate principal amount of the
prepayment or reduction. In such case, the Borrower shall pay to the Lender in accordance with

~` such notice the amount of such prepayment (together with accrued and unpaid interest thereon).

(2) Should any portion of the Loan be repaid (for any reason whatsoever (whether
vchu~taiy or involuntary), including acceleration of the Obligations) prior to the second anniversary
of the Third Closing Date, the Borrower shall pay to the Lender such additional amounts so that the
Lender shall have received twenty-four months of interest on that principal amount of the Loan that
is being repaid based on an interest rate equal to the rate of interest applicable to the Loan on the
date of prepayment. The requirement to pay such additional interest will not apply to payments of
the Loan arising from a payment from the cash flow sweep made in accordance with Section 2.04(4).

Section 2.06 Payments under this Agreement.

(1) Unless otherwise expressly provided in this Agreement, the Borrower shall rriake any
~~~3~u~n~~~~c~uired.to be~made by it to the Lend~:by p~.~,:t nQt.later than-11:00 a.m. (Toronto time}

~~ ~~ , ~ 'c~z~: -~ ~~ ~a~e~ the payment is due without deduction fir s~~~off or counterclaim.

(2) All amounts received by the Lender shall be applied as follows (i) first, in reduction
of the Borrower's obligation to pay any unpaid interest and any Fees which are due and owing; (ii)
second, in reduction of the Borrower's obligation to pay any claims or losses referred to in Section
11.01 and Section 8.02; (iii) third, in reduction of the Borrower's obligation to pay any amounts due
and owing on account of any unpaid principal amount of the Loan; (iv) fourth, in reduction of any

~~ other obligation of the Company or any Restricted Subsidiary under this Agreement and the other
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Credit Documents; and (vi) fifth, to the Borrower or such other Persons as may lawfully be entitled
,' to or directed to receive the remainder.

Section 2.07 Guarantees and Security.

(1) As general and continuing collateral security for the due payment of the Obligations
owing to fender under ibis Eigreemeni and under file other Credit i~ocumenis on the Nosing mate
there was provided the following security:

(i) a guarantee of all of the Obligations of the Borrower from the Company and
each Restricted Subsidiary (other than the Borrower);

(ii) a general security agreement in favour of the Lender from the Company and
each Restricted Subsidiary, constituting a second-priority Lien (subject to
Permitted Liens) on all property from time to time of the Company or such
Restricted Subsidiary;

(iii) a fixed and floating debenture constituting asecond-ranking mortgage
(subject to Permitted Liens) on all real property from time to time owned by
the Company oz any Restricted Subsidiary, together with title opinions as
requested by the Lender in respect of such real property;

(iv) a debenture delivery agreement in favour of the Lender in respect of each
debenture referred to in (iii) above;

~~ (v) a limited recourse guarantee (which sha11 be limited to proceeding and
realizing under the provisions of the securities pledge agreement of such
Person made in favour of the Lender) from each Person that owns any Shares
in the capital of the Company from time to time (each, a "Parent Entity");
and

(vi) a securities pledge agreement in favour of the Lender from (i) the Company
and each Restricted Subsidiary with respect to its Shares in each of its
Material Subsidiaries, and (ii) each Parent Entity with respect to its Shares of
the Company, in each case,. constituting asecond-priority Lien on all such
Shares, together with certificates representing all such Shares dulyregistered
in the name of the pledgor and stock transfer powers dull executed in blank.

Notwithstanding the foregoing;: Australiaco ~:~.~ Royal Scot were not required to provide. Security in.
accordance with the foregoing.

(2) On January 22, 2008 538626 B.C. Ltd. delivered a guarantee in favour of the Lender
of the Obligations and on December 24, 2008 Australiaco delivered a guarantee in favour of the
Lender of the Obligations.

(3) The Security shall comply with all Applicable Laws and shall be registered or filed
from time to time in all Relevant Jurisdictions.
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(4) The Company will from time to time at its expense duly authorize, execute and
deliver, and cause to be duly authorized, executed and delivered, to the Lender such further

~ instruments and documents and take such further action as the Lender inay reasonably request for the
purpose of obtaining or preserving the full benefits granted or intended to be granted to the Lender
by the Security and of the rights and remedies therein granted to the Lender, including without
limitation the filing of financing statements or other documents under any Applicable Law with
respect to the Liens created thereby. Unless prohibited by Applicable Law, the Company and each
Restricted Subsidiary authorizes the Lender to file any such financing statement or similar
documents without the signature of the Company or such Restricted Subsidiary, or to execute such
financing statement as attorney for the Company or such Restricted Subsidiary in the event that the
Company or such. Restricted Subsidiary fails to do so promptly upon request by the Lender. The
Company acknowledges that the Security has been prepared on the basis of Applicable Law in effect
on the date hereof, and that changes to Applicable Law may require the execution and delivery of
different forms of documentation, and accordingly the Lender shall have the right to require that the
Security be amended, supplemented or replaced (and the Company shall, anc~ shall cause each
Reslxicted Subsidiary to, duly authorize, execute and deliver, and cause each shareholder of such
Person who has delivered any Security Documents to duly authorize, execute and deliver, to the
Lender on request any such amendment, supplement or replacement with respect to any of the
Security to which the Company, such Restricted Subsidiary or shareholder is a party): (i) to reflect
any change in Applicable Law, whether arising as a result of statutory amendments, court decisions
or otherwise; (ii) to facilitate the creation and registration of appropriate forms of security in all
Relevant jurisdictions; (iii) if any other material real property is subsequently acquired by the
Company or any Restricted Subsidiary; or (iv) if the Company, any Restricted Subsidiary or any
Parent Entity amalgamates with any other person or enters into any corporate reorganization, to

~ confer upon the Lender Liens similar to the Liens created ox intended to be created by the Security.

ARTICLE 3
INTEREST, ETC.

Section 3.01 Interest.

(a) (A) Unless otherwise specifically provided herein, the Loan shall bear interest at a
rate of 15%per annum to the date of repayment in full on the unpaid amount of the
Loan which shall be calculated and compounded monthly in arrears on the last day of
each month.

(b) For each month prior to July 31, 2012 should a Compliance Certificate confirm that
the Senior~Debt to EBITDA Ratio for the preceding twelve.nnonth period is equal to
o'r le~s.tl~a~ 3:~:~1.~°~.~.d-the Fixed Charge Coverage`Rati~o :tar ~l~ie,~r~e~~~i~.g twelve
month period is equal to or greater than 1.2:1.0, the B~orr~wer sha11 be required to
make cash payments of interest which interest shall be payable monfihly in arrears on
the last Business Day of the month of delivery of such compliance Certificate. If a
Compliance certificate is not delivered by the Borrower in any given month, the
Borrower shall be required to make cash payments of interest for that month.
Accordingly, for each month prior to July 31, 2012 should a Compliance Certificate
confirm that the Senior Debt to EBITDA Ratio for the preceding twelve month
period is greater than 3.0:1.0 or the Fixed Charge Coverage Ratio for the preceding
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twelve month period is less than 1.2:1.0, the Borrower shall not be required to make
~ cash interest payments for that month but instead interest shall be capitalized. All

interest that has been capitalized shall be added to the principal due and owing
pursuant to the Loan and shall bear interest at the same rate, being 15%: Following
July 31, 2012 and irrespective as to the Senior Debt to EBITDA Ratio and the Fixed
Charge Coverage Ratio for the preceding twelve month period, all interest on the
Loan shall thereafter be cash pay and shall be payable monthly in arrears on the last
Business Day of each month.

(c) Upon the occurrence of and continuance of an Event of Default, all interest
applicable to the Loan shall be at a rate per annum equal to 18%per annum. If the
Event of Default is cured or waived by the Lender, the interest rate sha11 thereafter be
based on the rate applicable pursuant to Section 3.01.

Section 3.02 Overdue Principal and Interest, Defaults

(a) If all or part of the Loan shall not be paid when due (whether at its stated maturity,
by acceleration or otherwise), such overdue amount shall bear interest (as well after
as before judgment), payable on demand, at a rate per annum equal to 18% per
annum, in each case from the date of such non-payment until paid in full.

(b) If all or part of any interest in respect of the Loan shall not be paid when due
(whether at its stated maturity, by acceleration or otherwise), such overdue interest
shall bear interest (as well after as before judgment), payable on demand, at arateper

C annum equal to 18%per annum, in each case froze the date of such non-payment
until paid in full.

Section 3.03 Interest on Other Amounts

Unless otherwise specifically stated in this Article 2 or elsewhere in any Credit Document,
any amount owed by the Borrower to the Lender under any. of the Credit Documents that is not paid
when due and payable,. shall bear interest (as well after as before default and judgement), payable on
demand at a rate per annum equal to 18%.

Section 3.04 Computations of Interest and Fees.

(1) All computations ~f interest sha11 be made by the Lender taking into account the
actual number of days occurring in the period for which such interest is payable on the basis of a
year .o:f 3.65. ~1a~~ ~r 36fi days, as the case maybe.

(2) All computations of Fees sha11 be made by the Lender on the basis of a year of 365 or
366 days, as the case maybe, taking into account the actual number of days occurring in the period
for which such fees are payable.

~-
(3) For purposes of the Interest Act (Canada) whenever any interest or Fee under this

Agreement is calculated using a rate based on a number of days less than a full year, such rate
determined pursuant to such calculation, when expressed as an annual rate, is equivalent to (x) the
applicable rate, (y) multiplied by the actual number of days in the calendar year in which the period

McCnrthy Tetrault GLP DOCS #144571 S v. 21



~6i -29-

for which such interest or fee is payable (or compounded) ends, and (z) divided by the number of
days comprising such calculation basis. The principle of deemed reinvestment of interest does not
apply to any interest calculation under this Agreement The rates o~ interest stipulated in this
Agreement are intended to be nominal rates and not effective rates or yields.

(4) No provision of this Agreement sha11 have the effect of requiring the Borrower to pay
interest (as such term is defined in section 347 of the Criminal Code (Canada) at a rate in excess of
60% per annum, taking into account all other amounts which must be taken into account for the
purpose thereof and, to such extent, the Borrower's obligation to pay interest hereunder shall be so
limited.

(5) Unless otherwise indicated, interest on any outstanding principal amount shall be
calculated daily and shall be payable monthly in arrears on the last day of each and every month. If
the last day of a month is not a Business Day, the interest payment due on such day shall be made on
the next Business Day, and interest shall continue to accrue on the said principal amount and shall
also be paid on such next Business Day. Interest shall accrue fronn and including the day upon which
the Loan is made, and ending on but excluding the day on which the Loan is repaid in full.

Section 3.05 Place of Advances, Repayments

(1) All payments received by the Lender on a Business Day before 2:00 p.m. Toronto
time shall be treated as having been received by the Lender on that day. Payments made after such
time on a Business Day shall be treated as having been received by the Lender on the next Business

~-- Day.

(2) Whenever any payment sha11 be due on a day which is not a Business Day, the date
for payment thereof shall be extended to the next succeeding Business Day.

(3) The B orrower hereby irrevocably authorizes the Lender (or its Affiliates) to debit any
account maintained by the Borrower with the Lender (or its Affiliates) from time to time in order to
pay any amount of principal, interest, fees, expenses. or other amounts payable by the Borrower
pursuant to this Agreement, if such amount is not paid in fu11 by the Borrower within thirty (3 0) days
after receipt of a written request from the Lender for payment of such amount.

Section 3.06 Evidence of Obligations (Voteless Advances)

(1) The Lender shall open and maintain, in accordance with its usual practice, accounts
evidencing the Obligations; and the information entered in such accounts shall constitute conclusive

... ~ ri~.enc~ .of. the Obligations absent manifest erxar: • ..Tb.e JL~~~er may, but shall not be obliged to,
..~..>xee{~~;~~::~~:~~~3c~rrower to execute and deliver from:<~i~r~e.ta~~~~;;.such promissory notes as maybe .

required as additional evidence of the Obligations, inform and substance satisfactory to the Lender.
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EiRT~C]LE 4
(~ CONDITIONS TO EFFECTIV~El~TES~

Section 4.01 Conditions Precedent to the Advance of the Loan.

The obligation of the Lender to make the Loan on the Closing Date was subject to the
conditions precedent that the Lender shah have received the following, in a form and substance
satisfactory to it:

(1) a certified copy of (i) the charter documents and by-laws of. the Company, each
Restricted Subsidiary (other than Australiaco and Royal Scot) and each Parent. Entity; (ii) the
resolutions of the board of directors or of the shareholders, as the case maybe, ofthe Company, each
Restricted Subsidiary (other than Australiaco and Royal Scot) and each Parent Entity approving the
borrowing and other matters contemplated by this Agreement and approving the entering into of all
Credit Documents to which it is a party and the completion of all transactions contemplated
thereunder; and (iii) all other instruments evidencing necessary corporate action of the Companq,
each Restricted Subsidiary (other than Australiaco and Royal Scot) and each Parent Entity and of
any required Authorization with respect to such matters;

(2) a certificate of the secretary or an assistant secretary of the Company, each Restricted
Subsidiary (other than Australiaco and Royal Scot) and each Parent Entity certifying the names and
true signatures of its officers authorized to sign this Agreement and the other Credit Documents to
which it is a party;

~4. (3) a certificate of status, compliance, good standing oz like certificate with respect to the
Company, each Restricted Subsidiary (other than Australiaco and Royal Scot) and each Parent Entity
issued by the appropriate government official in the jurisdiction of its incorporation;

(4) the Credit Documents;

(5) evidence of registration in the Relevant Jurisdictions of the Security or notice thereof
in favour of the Lender, created by the Security in order to preserve or protect the Liens created
thereby or other arrangements for effecting such registrations acceptable to the Lender;

(6) favourable opinions of counsel to the Company, each Restricted Subsidiary (other
than Australiaco and Royal Scot) and each Parent Entity in (i) the jurisdiction of organization of
such entity; and (ii) each ocher relevant jurisdiction to confirm the enforceability, validity and
perfection of the Lies created by the Security Documents;

(7) all fees and _ .expense ~ ~in~z€t-~~~~~~• ~~~~e, legal fees and disbursemerifs o~.1VI~4~ar~t~~7~
Tetrault LLP and local counsel engaged by McCarthy Tetrault LLP on behalf of the Lender) and
payable under the Credit Documents shall have been paid in full;

(8} definitive documentation relating to the Senior Debt;

(9) a Compliance Certificate;
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(10) a certified copy of the fully-executed VTB Note, the Share Purchase Agreement and
all security granted in connection therewith;

(11) certi~cate(s) of insurance evidencing that the Company and each Restricted
Subsidiary (other than Royal Scot) has named the Lender as second loss payee and additional
ins~~red in relation to all insurance over, or in respect of, their respective Assets, together with
standard mortgage endorsement clauses, to be provided in accordance with Section 6.01(4);

(12) such other certificates and documentation as the Lender may reasonably request;

(13) confirmation that all of the representations and warranties of the Company and the
Restricted Subsidiaries herein and in the other Credit Documents axe true and correct on and as of
such date as though made on and as of such date (except as disclosed to and accepted by the Lender
prior to such date);

(14) confirmation that no event or condition shall have occurred and be continuing, or
giving effect to the Loan, which constitutes a Default or an Event of Default;

(15) confirmation that there has not occurred after December 31, 2006 any event which
has or could reasonably be expected to have a Material Adverse Effect; and

(16) confirmation that the making of the Loan hereunder will not violate any applicable
Law then in effect.

Cerection 4.0~ Conaifions rrecedenf fo fiche ~fiectciveness of fins Agreement.

This Agreement shall become effective upon satisfaction of the following conditions
precedent, each to the satisfaction of the Lender:

(1) a certified copy o.f (i) the charter documents and by-laws of the Company and the
Borrower; (ii) the resolutions of the board of directors or of the shareholders, as the case maybe, of
the Company and the Borrower; and (iii) all other instruments evidencing necessary corporate action
of the Company and the Borrower and of any required Authorization with respect to such matters;

(2) a certificate of the secretary or an assistant secretary of the Company and the
Borrower certifying the names and true signatures of its officers authorized to sign this Agreement
and the other Credit Documents to which it is a party;

(3) a certificate of status, compliance, good standing or like certificate with respect to the
Ccrnpan}~, eachF:es~r cted.Stab°5=~~~as;~-.:(~itf~e~~thanA~as±raliaco and Rc~a?~Scat):anc~ w:x~h~:?'-~~~~t;Entity.
issued by the appropriate gove~-runent official in the jurisdiction of its incorpora~i~ri;

(4) execution and delivery of the VTB Subordination Agreement;

(5) . execution and delivery of the BMOCC Subordination Agreement;

(6) execution and delivery of the Securityholder Agreement, the amended and restated

~.
warrant agreement and the Warrant;
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(7) execution and deliver of the Kraus Subordination Agreement;

\. (8) favourable opinions of counsel to the Company and the Borrower;

(9) execution and delivery of an acknowledgement and confirmation as to guarantee and
security by the Company, the Borrower and each Restricted Subsidiary;

(10) all fees and expenses (including the legal fees and disbursements of McCarthy
Tetrault LLP and local counsel engaged by McCarthy Tetrault LLP on behalf of the Lender) and
payable under the Credit Documents shall have been paid in full;

(11) receipt of a certified copy of the Senior Credit Agreement and a.11 amendments
executed in connection therewith to the Third Closing Date and all material documentation executed
in connection with the amending agreement executed on the Third Closing Date;

(12) receipt of a certified copy of the amending agreement to the VTB Note and the VTB
Security;

(13) receipt of a certified copy of the promissory note made by the Borrower (or a
predecessor of the Borrower) in favour of Anneleen Eckhardt Holdings Limited;

(14) delivery of a Compliance Certificate;

(15) receipt of a certificate of insurance noting the Lender as second loss payee and
additional insured;

(16) receipt by the Lender of a charge against all of the legal and beneficial title owned by
the Credit Paxties with respect to the property rriunicipally known as 65 Northfield Drive, Waterloo,
Ontario along with the confirmation of the application of title insurance previously obtained in
favour of the Lender and a legal opinion of counsel to the Credit Parties in connection the direction,
acknowledgement and ratio cation made in favour of the Lender, in each case in form and substance
satisfactory to the Lender;

(17) confirmation that all of the representations and warranties of the Company and the
Restricted Subsidiaries herein and in the other Credit Documents are true and correct on and as of
such date as though made on and as of such. date (except as disclosed to and accepted by the Lender
prior to such date}; .

(18) : confirmation that no event or condition shall have occurred and be continuing, or
giving effect..to,~e:•Loa~~ ~~w~:~i~h~constitutes a Default or an Event ~r~~~~r~~:~~i ~~,

(19) confirmation that there has not occurred after December 31, 2009 any event which
has or could reasonably be expected to have a Material Adverse Effect; and

(20) such other certificates and documentation as the Lender may reasonably request.
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ARTICLE 5
R~P~27ESJEl~TTA7['IONS AND ~VA~tlIaA.NTIES

Section 5.01 ~2epresentations and Warranties.

Each of the Company and the' Borrower represent and warrant to the Lender,
acknowledging and confu-ming that the I.,ender is relying thereon wiinout independent inquiry in
entering into this Agreement that:

(a) Existence and Standing. The Company and each of its Restricted Subsidiaries is a
cozporation, partnership or other entity, as the case maybe, incorporated or organised
and subsisting under the laws of its jurisdiction of incorporation or organization,
specified on Schedule 5.01(a) (oz as otherwise specified in accordance with the terms
hereof in respect of any Subsidiary of the Company acquired or formed after the date
hereo f and has all requisite corporate or other power and authority to own, hold
under license or lease its property, undertaking and Assets and to carry on (i) its
business as now conducted (and as now proposed to be conducted); and (ii) the
transactions contemplated by this Agreement and each other Credit Document to
which it is a party.

(b) Corporate Power. The Company and each of its Restricted Subsidiaries has all
requisite corporate, partnership or other power and authority to enter into and
perform its obligations under this Agreement and each other Credit Document to

~ which it is a party, and to do all acts and things and execute and deliver all other
~ documents and instilunents as are required hereunder or thereunder to be done,

observed or performed by it in accordance with the terms hereof and thereof.

(c) Conflict with Other Instruments. The execution and delivery by the Company and
each of its Restricted Subsidiaries and the performance by it of its obligations under,
and compliance with the teems, conditions and provisions of, this Agreement and
each other Credit Document to which it is a party will not conflict with or result in a
breach of any of the terms, conditions. or provisions of (i) its articles, by-laws,
partnership agreement or other organizational documents, as the case maybe; (ii) any
Applicable Law; (iii) any Material Contract; or (iv) any material judgment,
injunction, determination ox award which is binding on it in each such case except to
the extent that such breach would not reasonably be expected to result in a Material
Adverse Effect.

.: ~d~~ ~ corporate Action, Governmental~~~.~~;s~~~~.~,~:~t~~:-The execution and delivery:by
the Company and each of its Restricte~.Sub~s~irl%u~ies of this Agreement and each of
the Credit Documents to which it is a party, and the performance by it of its
obligations thereunder have been duly authorized by all necessary corporate,
partnership or other action including, without limitation, the obtaining of all
necessary shareholder,. partnership or other relevant consents. No authorization,
consent, approval, registration, qualification, designation, declaration or filing with
any Governmental Entity or other Person, is or was necessary in connection with the
execution, delivery and performance of the Company's or any of its Restricted
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Subsidiaries' obligations under this Agreement and the other Credit Documents to
which it is a party, except such as are in full force and effect, unamended at the date
hereof.

(e) I)ue Execution; validity and Enforceability; Defaults. This Agreement and each
other Credit Document to which the Company or any of its Restricted Subsidiaries is
a party has been duly executed and delivered, as the case maybe, by the Company
and each of its Restricted Subsidiaries which is a party thereto and constitutes a legal,
valid and binding obligation, enforceable against it in accordance with its terms
(except as such enforceability may be limited by the availability of equitable
remedies and the effect of bankruptcy, insolvency or similar laws affecting the
enforcement of creditor's rights generally), is (or will be immediately, upon the
execution ,thereof by such Person) in fu11 force and effect unamended, and the
Company and each of its Restricted Subsidiaries has performed and complied with
all the terms, provisions, agreements and conditions set forth herein and therein and
required to be performed or complied with by the Company or such Restricted
Subsidiary, as the case maybe.

(fl Authorizations and Permits. The Company and each ofits Restricted Subsidiaries
possess all Authorizations and Material hermits necessary for the conduct of the
Business. As at the Third Closing Date, the Authorizations and Material Permits
described in Schedule 5.01(fl are the only Authorizations and Material Permits
necessary for the conduct of the Business. .

(g) Litigation and Other Proceedings. There is no litigation, arbitration, claim, dispute
(whether labour, industrial or otherwise), proceeding or inquiry pending or, to its
knowledge, threatened, and, to its knowledge, no governmental investigation pending
or threatened, against or affecting the Company or any of its Restricted Subsidiaries
which could reasonably be expected to result in a Material Adverse EfFect.

(h) Ownership of Assets. The Assets of the Company and its Restricted Subsidiaries
are free and clear of all Liens other than Permitted Liens.

(i) Subject Properties.

(A) Each of the Company and each Restricted Subsidiary, as the case may
be, (A) is the registered and beneficial owner of an undivided fee
simple interest in the Owned Properties, and (B) has good and valid
tithe to :all of ~i~.~.~s~t~,xeflected as assets in their.books~and ~P.~o~ ,s;,
in each ease ~:•e~~.~~d~elear of all Liens other than Permitted' I~ien~:
Neither the Company nor any Restricted Subsidiary (x) owns any real
property other than the Owned Properties; (y) is bound by any
agreement to own, lease, sublease or license any real property
providing for the payments of annual basic rent in excess of $250,000
except for the Leases disclosed on Schedule 5.01(1); or (z) has leased
any of its Owned Properties except pursuant to a Material Contract;
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(B) Save as disclosed in Schedule 5.01(1), or in any Landlord Waiver
delivered in connection herewith (A) each Lease is in good standing
and the Company and each Restricted Subsidiary is entitled to the
benefit of all such leases or subleases to which it is a party; (B) all
amounts of rents and other amounts presently owing under the Leases
have been paid by each of the Company and each Restricted
Subsidiary; (C) each of the Company and each Restricted Subsidiary
has complied in all material respects with all of the obligations under
the Leases to which it is a party, and no Borrower is in default or
breach or has received a notice of default or breach of its obligations
under any Lease and there exists no event of. default or event,
occurrence, condition or act which, with the giving of notice, the
lapse of time or the happening of any other event or condition, would
become a default under such Leases; and (D) each of the Leased
Properties is adequate and suitable for the purposes for which it is
presently being used and the Company and each Restricted
Subsidiary, as the ease maybe, has adequate rights of ingress and
egress into each of the Leased Properties'that the Company and each
Restricted Subsidiary leases for the operation of the Business;

(C) The Subject Properties constitute all real property necessary to
operate and conduct the Business excluding any property interest
which, taken alone, is not material. The operations of the Business in

~ ~ or from the Subject Properties are not subject to any restrictions or
~. limitations, individually or in the aggregate, that could reasonablybe

expected to have a Material Adverse Effect;

(D) No part of any of the Subject Properties or the buildings and fixtures
located on the Subject Properties has been taken or expropriated by
any Governmental Authority, no written notice or proceeding in
respect of an expropriation has been given or commenced nor is any
of the Company or any Restricted Subsidiary aware of any intent or
proposal to give any such notice or commence any proceedings.
Neither the Company nor any Restricted Subsidiary knows of any
intention by any Governmental Authority to alter the applicable
zoning by-law or official plan or any other law or municipal
ordinance so as to adversely affect, or potentially adversely effect, the
present use of the Subject Properties;

(E) Except for Permitted Liens, to the knowledge of the i'oixipany and
each Restricted Subsidiary, the buildings and fixtures located at each
of the Owned Properties are located entirely within such Owned
Property and are in conformity with set-back ~ and coverage
requirements of all applicable Governmental Entities and there are no
material encroachments upon any of the Owned Properties;
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(F) To the best of the knowledge of the Company and each Restricted
Subsidiary, each of the Subject Properties has been used, and the
Company and each Restricted Subsidiary are in compliance with all
Applicable Laws in all material respects;

(G) No notice advising of any material defects in the construction or state
of repair of any of the Subject Properties or any directive requiring
that any material alterations, repairs, improvements or other work to
be done with respect to any of the Subject Properties or relating to
any material non-compliance with any building permit, building
restriction, by-law requirement, regulation or ordinance, has been
issued or, if issued, will remain outstanding as at the date of this
Agreement. All material amounts for labour and materials relating to
the construction, repair or improvement of the Subject Properties or
any buildings, improvements or structures located thereon have been
fully paid for or will be fully paid for in accordance with. the
applicable construction contract save for any required holdback under
the Construction Lien Act (Ontario); and

(H) Except for Permitted Liens, to the. best of the knowledge of the
Company and each Restricted Subsidiary, (A) there is no violationby
the Company or any Restricted Subsidiary of any health, safety,
zoning, subdivision or building statute, ordinance or restriction, or
any restrictive covenant, affecting any of the Subj ect Properties; (B)
all water, sewer, gas, electric, telephone, drainage and other utility
equipment facilities and services now used for the use and operation
of the Subject Properties are adequate to service the Subject
Properties; (C) all of the buildings, fixtures, improvements and
structures constituting part of the Subject Properties are free from
structural and inherent defects which interfere with or impair the use
and occupancy of the Subject Properties; (D) the roofs, walls, floors
and other structural elements of the Subject Properties are in good
condition and repair, usual wear and tear excepted; (E) no present use
of any of the Subject Properties constitutes anon-conforming use
except for legal non-conforming uses; and (F) the location and
existence of each building, fixture, improvement and structure
forming part of the Owned Properties do not infringe the provisions
of any servitude, easement, right of. u~ay,. charge or encumbrance
registered against or otherwise ~elaaxgi2~g: ~r~~,~~#I'ectirig any of the
Subject Properties, in each case, in all material respects.

(j) Accounts 12eceivable. All Accounts Receivable of the Company and each
Restricted Subsidiary are bona fide and good and collectible at their face amounts in
the ordinary course of business (subject to no defence, counterclaim or set-ofd
except to the extent of any reserves provided for doubtful accounts in the ordinary
course of business and reflected in the financial statements or the books and records
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of the Company or the Restricted Subsidiaries which have been disclosed to the
Lender.

(k) 1~10 Default Umder this Agreement. No Default or Event of Default has occurred
and is continuing.

(1) (:ompllance with Uther Legal obligations. 1V either the Company nor any
Restricted Subsidiary is in violation of any contractual obligation howsoever arising
(whether under any agreement, indenture, mortgage, franchise, license or otherwise),
judgment or decree, relating in any way to it, to the present or future operation of its
business or to its present or Assets the breach or violation of which could reasonably
be expected to result in a Material Adverse Effect.

(m) Residency. Neither the Company nor any Restricted Subsidiary (other than the U.S.
Borrowers (as defined in the Senior Credit Agxeement), McMahon Holdings Inc.,
Royal Scot and Australiaco) is a nori-resident of Canada for the purposes of the
Income Tax Act (Canada).

(n) Taxes. The Company and its Restricted Subsidiaries have filed or caused to be filed
all tax returns which, to its knowledge, are required to have been filed, and have paid
all taxes shown to be due and payable on said returns or on any assessments made
against it or any of its property and all other taxes, fees ox other charges imposed on
it or any of its property by any Governmental Entity (other than those the amount or

r-- validity of which is currently being contested in good faith by appropriate

~._
proceedings and with respect to which reserves in conformity with G~1AP have been
provided in its books); and~no tax liens have been filed and, to the knowledge of the
Company and each Restricted Subsidiary, no claims are being asserted with respect
to any such taxes, fees or other charges.

(o) Material Contracts. As of the Third Closing Date, neither the Company nor any
Restricted Subsidiary is a party or otherwise subject or bound or affected by any
Material Contract, except as set out in Schedule 5.01(0). Except as set forth in
Schedule 5.01(0) or a.s otherwise notified to the Lender in accordance with Section
6.01(b), all Material Contracts are in full force and effect, unamended, and neither
the Company nor any Restricted Subsidiary, or to its knowledge, any other party to
any such agreement is in default with respect thereto which could reasonably be
expected to result in a Material Adverse Effect. To the best of the knowledge of the
Company and its Restricted Subsidiaries, no event has occurred which with the

. ..~ivi.ng of notice or lapse of tine, or both, ~v6~~d=c~~:<_a~ci~ute an event of default under a
NTaterial Contract.

(p) )Places of Busaaaess. As of the Third Closing Date, Schedule 5.01(p) sets out the
information described in the definition of Relevant Jurisdiction with respect to the
Company and each Restricted Subsidiary.

(~ Financial Statements. The financial statements of the Company which have been
provided to the Lender are accurate and complete in all material respects, and fairly
present the consolidated financial condition and business operations of the Company,

McCarthy Tetraa~lt LLP DOCS #1445715 v. 21



-3s- 
— ~,%

~. as at the date thereof and are prepared in a form and manner consistent with existing
financial reporting practices of the Company in accordance with GAAP.

(r) Compliance with Laws. The Company and its Subsidiaries, and the operation of
their respective business and Assets, are in compliance in all respects with all
applicable Laws the failure to comply with which could reasonably be expected'to
result in a Material Adverse Effect. The Company's and its Subsidiaries' business
and other assets (i) are in compliance in all respects with all Environmental Laws the
failure to comply with which could reasonably be expected to result in a Material
Adverse Effect; and (ii) possess and are operated in compliance with all
Authorizations which are required under all applicable Environmental Laws for the
operation of such business and asset the absence of which could reasonably be
expected to result in a Material Adverse Effect. Except as disclosed in certain
environmental audits dated February 28, 2007 prepared by Trow Associates Inc.,
copies of which have been provided to the Lender, to the best of the knowledge of
the Company and each of. its Subsidiaries, the Company's and its Subsidiaries'
business and Assets axe not subject to any past or present fact, condition or
circumstance that could result in any liability under any Environmental Laws.

(s) Pension Plan. Schedule 5.01(s) sets forth a complete list and description of all
Pension Plans established by the Company or any Restricted Subsidiary as at the
Third Closing Date. All Pension Plans established by the Company or any Restricted
Subsidiary for any of its employees are duly registered where required by, and in
good standing under, Applicable Law, and all required contributions under such
plans have been made and the respective funds are funded in accordance with the
rules of the applicable Pension Plan and Applicable Law and no material past service
or experienced deficiency funding liabilities in excess of $1,500,000 in the aggregate
exists thereunder.

(t) Insurance. The Company and each Restricted Subsidiary maintain insurance
(including business interruption insurance, property insurance and general liability
insurance) with responsible insurance carriers (or as otherwise permitted pursuant to
Section 6.01(4)) and in such amounts and covering such risks as axe usually carried
by companies engaged in similar businesses and owning similar properties.

(u) 1VI~terial Adverse Effect. There has occurred no event which has resulted in or
which could reasonably be expected to result in a Material Adverse Effect.

(v) Owned Intellectual Prope~~t37:.. ~.c~~ied~3~e~5 01(v) sets forth a complete list a:F~~ ~~~•
description at the Third Closizi~ T3a~e~~of all Intellectual Property owned by the
Company or any Restricted Subsidiary used in the business of the Company or any
Restricted .Subsidiary. The Company and each Restricted Subsidiary own the
Intellectual Property set forth on Schedule 5.01(v) free and clear of any Liens (other
than Permitted Liens). Neither the Company nor any Restricted Subsidiary has
(directly oz indirectly) licensed, transferred, assigned or otherwise agreed to or
consented to the use of any of the Intellectual Property set forth on Schedule 5.01(v)
by any Person other than the Company or a Restricted Subsidiary. References to
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Schedule 5.01(v) s1ia11 iziclude Schedule 5.01(v) as such Schedule is updated in
accordance with the terms of this Agreement:

(w) Licemsed Intellectual Property. Schedule 5.01(w) sets forth a complete list and
description at the Third Closing Date of the Intellectual Property which is material to
the operation of the business of the Company or any Restricted Subsidiary of which
the Company or any Restricted Subsidiary is not the sole beneficial and registered
owner. Each of the Company and its Restricted Subsidiaries is using or holding such
Intellectual Property with the consent of or a licence from the owner of such
Intellectual Property, a.~l of which such consents or licences (including the licences
specified on Schedule 5.01(w)) are in full force and effect. and no default exists on
the part of the Company or any Restricted Subsidiary or, to the knowledge of the
Company or any Restricted Subsidiary, on the part of any of the parties thereto.
References to Schedule 5.01(w) shall include Schedule 5.01(w) as such Schedule is
updated in accordance with the terms of this Agreement.

(x) Sufficiency of Intellectual Property. The Ov~med Intellectual Property and the
Licensed Intellectual Property is the only Intellectual Property material to the
business of the Company and its Restricted Subsidiaries.

(y) Infringements of Intellectual.Property. There are no Claims by the Company or
any Restricted Subsidiary relating to breaches, violations, infringements or
interferences with any of the Owned Intellectual Property or Licensed Intellectual

'^ Property by any other Person which could reasonably be expected to result in a
~ ~ Material Adverse Effect and neither the Company nor any Restricted Subsidiary has

any knowledge of any facts upon which such a Claim could be based. No other
Person is using any of the Owned Intellectual Property or Licensed Intellectual
Property sb as to breach, violate, infringe or interfere, in each case in a manner that
(i) could reasonably be expected to result in a Material Adverse Effect or (ii) in
respect of which the Company or any Restricted Subsidiary has knowledge and
neither the Company riar any Restricted Subsidiary has taken such steps as a prudent
owner ox licensee thereof would take seeking the termination of such breach,
violation, infringement or interference. There are no Clauns in progress or pending
or threatened against the Company or any Restricted Subsidiary relating to the
Owned.Intellectual Property or the Licensed Intellectual Property and there is no
valid basis for any such Claim.

(z) Subsidiaries. Schedule 5.01(z) sets forth a complete list and. a description of the
ownership i~t~rest ~~.~:•th~;~~t~.an~ (airectly o~ indirectly) iri-any ather<~~~~s~iz~~:a~~.~.t.
the Third Closing Pate: Except as set forth on Schedule 5.01(z); as~of t1ie~Third
Closing Date, (i) the Corripany is the beneficial owner of all of the issued and
outstanding Shares of each such Person; (ii) no Person other than the Company has
any right or option to purchase or otherwise acquire any of the issued and
outstanding Shares of any such Person; and (iii) the Company does not own or hold
any Shares of, or any other interests in, directly or indirectly, any other Person.
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(aa) Completeness of Aisclosure. All written information and data concerning the
Company and its Subsidiaries that have been prepared by it or any of its
representatives or advisors and that have been made available to the Lender are and,
at the time such information and data were made available, were true and correct in
all material respects and do not, and, at the time such information and data were
made available, did not, contain any untrue statern~nt of a material fact, or omit to
state a material fact necessary in order to make the statements contained in such
information and data not misleading in light of the circumstances under which such
statements were made.

(bb) U.S. Employee Benefit Plans. Each U.S. Restricted Subsidiary and each of their
respective ERISA Affiliates is in compliance with all applicable provisions and
requirements of ERISA and the Internal Revenue Code and the regulations and
published interpretations thereunder with respect to each Employee Benefit Plan, and
have performed all their obligations under each Employee Benefit Plan. Each
Employee Benefit Plan which is intended to qualify under Section 401(a) of.the
Internal Revenue Code has received a favorable determination letter from the
Internal Revenue Service indicating that such Employee Benefit Plan is so qualified
aid nothing has occurred subsequent to the issuance of such determination letter
which would cause such Employee Benefit Plan to lose its qualified status. No
liability to the PBGC (other than xequired premium payments), the Internal Revenue
Service, any Employee B enefit Plan or any trust established under Title IV of ERISA
has been or is expected to be incurred by any U.S. Restricted Subsidiary, any of its
Su'osidiaries or any of Their ERISA Affiliates. No ERISA Event has occurred or is
reasonably expected to occur. Except to the extent required under Section 4980B of
the Internal Revenue Code or similar state laws, no,Employee Benefit Plan provides
health or welfare benefits (through the purchase of insurance or otherwise) for any
retired or former employee of any U. S. Restricted Subsidiary, any of its Subsidiaries
or any of their respective ERISA Affiliates. The present value of the aggregate
benefit liabilities under each Pension Plan sponsored, maintained or contributed to by
any U.S. Restricted Subsidiary, any of its Subsidiaries or any of their ERISA
Affiliates, (determined as of the end of the most recent plan year on the basis of the
actuarial assumptions specified for funding purposes in the most recent actuarial
valuation for such Pension Plan), did not exceed the aggregate current value of the
assets of such Pension Plan. As of the most recent valuation date for each
IVlultiemployer Plav for which'the actuarial report is available, the potential liability
of U. S. Restricted Subsidiaries and their respective ERISA Affiliates for a complete
w thdra~,val from such Multiemployer Plan (within the ~2eaning.of section 4203 of
ERISs~i~:~r~~i~:en ~~~gregated with such potential liability for a. ~.~~~x~~te, withdrawal
from all Multiemployer Plans, based on information available pursuant to Section
4221(e) of~ERISA is zero. Each U.S. Restricted Subsidiary and each of their ERISA
Affiliates has complied with the requirements of Section 515 of ERISA with respect
to each Multiemployer Plan and is not in material "default' (as defined in Section
4219(c)(5) of ERISA) with respect to payments to a Multiemployer Plan.

(cc) Governmental Regulation. Neither the Company nor any of its Subsidiaries is
subject to regulation under the Federal Power Act or the Investment Company Act of
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1940 or under any other federal ar state statute or regulation which may limit its
ability to incur Debt or which may otherwise render all or any portion of the
obligations of the Borrower under this Agreement and the other Credit Documents
unenforceable. Neither the Company nor any of its Subsidiaries is a "registered
investment company" or a company "controlled" by a "registered investment
company" or a "principal underwriter" of a "registerer~ inv~stm~nt ~om_pa~ny" ~,s such
terms are defined in the Investment Company Act of 1940.

(dd) Margin Stock. Neither the Company nor any of its Subsidiaries is engaged
principally, or as one of its important activities, in the business of extending credit
for the purpose of purchasing or carrying any Margin Stock. No part of the proceeds
of the Loan made to the Borrower will be used to purchase or carry any such margin
stock or to extend credit to others for the purpose of purchasing or carrying any such
margin stock or for any purpose that violates, or is inconsistent with, the provisions
of Regulation T, U or X of Board of Governors of the Federal Reserve Board of the
United States.

(ee) Canadian Benefit Plans. The Company and each Restricted. Subsidiary has
complied with and performed in all material respects all of its obligations under and
in respect of the Canadian Benefit Plans under the terms thereof, any funding
agreements and all Applicable Laws (including any fiduciary, funding, investment
and administration obligations). All employer and employee payments, contributions
or premiums to be remitted, paid to or in respect of each Canadian Benefit Plan have
been laid in a timely fashion in accordance with the terms thereof, any funding
agreement and all Applicable Laws. There have been no improper withdrawals ox

J applications of the assets of the Canadian Benefit Plans. There are no outstanding
disputes (except for routine claims for payment of benefits) concerning the assets of
the Canadian Benefit Plans.

(f~ VTB Subordinate Debt. There are no agreements (whether written or otherwise)
relating to the VTB Subordinate Debt that have not been disclosed in writing to the
Lender.

(gg) Kraus N. Kraus JV owns no assets and carries on no business other than its lease
of the premises located at 530 W North Frontage Road, Bolingbrook, Illinois, 60440.

section 5.02 Survival of Representations and Warranties.

Tlie ~ P resentations and warranties herein set.f~rth.c~x.cantained in any certificates or
doc~rn~nta d~~li~ored to the Lender pursuant hereto shall pat merge i~ r~r be prejudiced by and shall
survive the advances of the Loan hereunder and shall continue in full force and effect (as of the date
when made or deemed to be made) so long as any amounts are owing by the Borrower to the Lender
hereunder.
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ARTICLE 6
CO~ENAN'I'S O~ THE COlVI~~I~~'

Sectioiz 6.01 Affirmative Covenants.

So long as any amount owing hereunder remains unpaid, and unless consent is given
in accordance with Section 13.01 hereof, the Company shall:

(a) Fi~aanci~.l Reporting. Deliver to the Lender:

(A) as soon as practicable and in any event within 120 days after the end
of each Financial Year of the Company, (i) the consolidated annual
audited financial statements of the Company for such period
consisting of at least a balance sheet, statement of earnings, retained
earnings and a statement of cash flows for such Financial Year
prepared in accordance with GAAP, which financial statements shall
be audited by an internationally recognized accounting firm; and (ii)
unaudited annual.financial statements ofthe Companyprepared on an
Adjusted Consolidated Basis for such period consisting of at least a
balance sheet, statement of earnings, retained earnings and a
statement of cash flows, for such Financial Year prepared in
accordance with GAAP;

i `- (B) within 20 days following the end of each month (or, if such day is not
a Business Day, then on the next Business Day thereafter) (other than

~-~ in the case of calendar year end financial statements, which are due
on January 30, of each year):

(I) monthly, unaudited, consolidated financial statements of the
Company, in each case fox such month and for the year to
date and consisting of at least a balance sheet, statement of
earnings, retained earnings and a statement of cash flows
prepared in accordance with GAAP with comparative figures
for the corresponding period in the preceding financial period.
It is acknowledged that results for each December 31 month-
endmay not include all final year-end adjustments applicable
to the annual period then ending;

(II) . ~manage~cra~~~t'.s,.:~i.sci,~ssion and analysis of the variance
between~~kxe:l~f~n~~~l'~usiness Plan and the actual results-from
the preceding month;

(IIn a 12-week rolling consolidated cash flow forecast for the
Company and the Restricted Subsidiaries, other than in the
case of Australiaco, in form and content satisfactory to the
Lender (the "Cash Flow Forecast"); and
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" _ L~ ~ r) (IV) a 12-week rolling cash flow forecast for Australiaco, in form
and content satisfactory to the Lender (the "Aust~raliaco Cash
]Flow ]Forecast"); and

(C) as soon as practicable and in any event within 120 days after the end
of each Financial Year of the Borrower, unaudited management
prepared annual financial statements of the Borrower for such period
consisting of at least a balance sheet, statement of earnings, retained
eariiiiigs and a statement of cash flows for such Financial Year
prepared in accordance with GA1~P;

(D) in addition to any of the reporting required pursuant to this Section
6.01(a), any reports prepared and provided by the Company to the
Senior Lenders;

(E) together with the financial statements delivered pursuant to Section
6.01(a)(A) and Section 6.01(a)(B), a Compliance Certificate;

(F) as soon as practicable and in any event within 30 days following the
end of each Financial Year, an Annual Business Plan for the
following Financial Year.

(G) .provided that such reporting is still required by or being provided to
the Senior Lenders, by 5:00 p.m. (Toronto time) on Friday of every
week:

(I) actual cash flow results for the preceding week; and

(II) management's discussion and analysis of the variances
between the Cash Flow Forecast, the Australiaco Cash Flow
Forecast and the actual results for the preceding week;

(H) forthwith upon receipt thereof, a copy of all notices received by the
Company or any Restricted Subsidiary in which any creditor,
landlord or other third party delivers. a notice of defect, default,
demand, writ of execution, suit, action, garnishment, proceeding or
litigation or threatened suit, action, garnishment, proceeding or
litigation, acceleration or enforcement in respect of any obligation of

. the Cc~rn.~~~ y or. any Restricted Subsidiary exceeding ~~0.,0_Q0;

(I) no later than the last Business Day of the end of each calendar month,
details of any tax receipts recei~red ~y the Compare}~ or any of its
Subsidiaries during such calendar month and a summary identifying
the aggregate amount of such receipts for the then current Financial
Year;

(J) together with the financial statements delivered pursuant to Section
6.01(a)(A), a Consolidated Free Cash Flow Certificate;
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(K) ~ in conjunction with the Company delivering the results of the month
ended October 31, 2010, the Company shall prepare and present a
calculation of the covenants in Sections 6.04(1)(a), 6.04(1)(b),
6.04(1)(c), and 6.04(1)(d) and a forecast of such covenants as of
December 31, 2010; and

(L) no later than~November 30, 2010, the Company shall deliver to the
Lender the 2011 Business Plan.

(b) additional Reporting Requireanents. Deliver to the Lender (i) forthwith upon
becoming aware of any Default or Event of Default, a statement of a Senior Officer
of the Company or any other officer acceptable to the Lender setting forth the details
of the Default or Event of Default and the action which the Company proposes to
take or has taken; (ii) as soon as possible, but in any event no later than 10 days after
becoming aware of each occurrence, full particulars of any proceeding initiated
against the Company or any of its Subsidiaries alleging violation of any
Environmental Laws or responsibility for any domestic or foreign clean up or
remediation of property contaminated by Hazardous Substances or requiring any
other remedial or corrective. action under any Environmental Laws, and of any notice

. of any material condition with respect to any of its property which might reasonably
be expected to result in any violation of.any Environmental Laws, and of any action
taken by the Company or its applicable Subsidiary as a result of any Environmental
Laws, which has had, or which would reasonably be expected to have a Material
Adverse Effect; (iii} promptly upon acquisition thereof, particulars of each
Subsidiary acquired by the Company; (iv) together with each Compliance Certificate
to be delivered pursuant to Section 6.01(a)(E), written notice of any previously
undisclosed: (A) Relevant Jurisdictions, (B) Subsidiaries of the Company, (C)
Material Permits which become necessary for the conduct of the Business by the
Company or any Restricted Subsidiary or any amendment or termination of any
previously disclosed Material Permit, (D) Pension Plans of the Company or any of its
Restricted Subsidiaries, and (E) any Lease oz acquisition of real or immovable
property by the Company or any Restricted Subsidiary or material amendment to or
tern~ination bf any previously disclosed Lease or any amendment to or termination of
any leases that, in the reasonable opinion of the Company, maybe, in the aggregate,
material to the business or operations of the Company or any Restricted Subsidiary;
(v) upon becoming aware of same, notice in writing of any previously ur~disclased
actions, suits, arbitrations, proceedings or investigations.pending, taken or threatened
before ~r by any Governmental Authority or other P~ersoz~ against the Company or

. ~ ar~~`of ids S.ubsietx~ ~s which, in each case, if deterinuzed ac~t!ess~l:~r:~D ~7:c~interests of
any of them would have a Material Adverse Effect; (vi) frorn time to time upon the
request of the Lender, evidence of maintenance of all insurance required to be
maintained by S ection 6.01(d), including such copies as the Lender may reasonably
request of policies, certificates of insurance, riders and endorsements relating to such
insurance and proof of premium payments; (vii) within 10 Business Days after the
renewal of all insurance required to be maintained .by Section 6.01(d), copies of

( policies, certificates of insurance, riders and endorsements relating to such insurance
\.. and proof of payments; (viii) notice in writing of any amendments to, termination of
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or default under any previously disclosed Material Contracts or Material Permits or
of any new Material Contracts or Material Permits to be entered into by the Company
or any Restricted Subsidiary, in each case, 30 Business Days prior to the effective
date thereof; (ix) as soon as reasonably practicable, notice in writing of any event,
circumstance or condition that has had a Material Adverse Effect or which could
re~so~~bly b~ ~xt~~~ter1 to h~v~ ~ _M~t~ri~l Adverse F_.ff~~t5 (x1 r~rnmr~tly after the
occurrence thereof, notice in writing that the Aggregate Mark-to-Market Exposure of
all Eligible Hedging Agreements and any other interest rate hedges or foreign
exchange hedges entered into by the Company or any Restricted Subsidiary results at
any time in a negative value of greater than $2,000,000 (or the equivalent thereof in
any other currency); (xi) such other information respecting the condition, operations,
financial or otherwise, of the business of the Company or any of its Subsidiaries as
the Lender may from time to time reasonably request.

(c) Maintenance of Existence and Conduct of Business. Preserve and keep in full
force .and effect and cause each Restricted Subsidiary to preserve and keep in full
force and effect its corporate existence. Engage and cause each Restricted
Subsidiary to engage in the Business. Carry on and conduct its business and cause
each of its Restricted Subsidiaries to carry on and conduct its business in a proper,
efficient and businesslike maruzer, in accordance with good business practice and
take all reasonable action to obtain and maintain in full force and effect all rights,
privileges, franchises and Permits necessary or desirable in the conduct of its
business. Comply and cause each of its Restricted Subsidiaries to comply with all
Applicable Law except ~to the extent that the failure to comply therewith would not,

~ in the aggregate, have, ox have a reasonable possibility of having, a Material Adverse
Effect.

(d) Maintenance of Insurance. Maintain oz cause to be maintained, in respect of the
Company and each Restricted Subsidiary insurance at all. times with reasonable
insurance carriers in such amounts and covering such risks as are usually carried by
companies engaged in similar businesses and owning similar properties in the same
general areas in which such Persons operate (including, without limitation, business
interruption insurance, risk property insurance and general liability itisurance), such
policies to show the Lender, for and on behalf of the Lender, as loss payee thereof
under a mortgage clause in form approved by the Insurance Bureau of Canada and
promptly furnish or cause to be fiirnished evidence thereof to the Lender.

(e~ Access to Information. At the request of t?~e Lender, provide to the Lender such
:~ ~n:f~rk-~aation in respect- of the Company:~:and ..~a~~~:r~.:ids .Subsidiaries as may be
reasonably requested by the Lender.

(~ Payment Obligations. Pay or cause to be paid and cause each of its Subsidiaries to
pay or cause to be paid, on or before the date for payment thereof all (x) taxes,
assessments and governmental charges or levies imposed upon the Company or any
of its Subsidiaries or upon its or their Assets; the non-filing ornon-payment ofwhich

~ could reasonably be expected to have a Material Adverse Effect; and (y) claims
'~ which, if unpaid, might by Law become a Lien (other than a Permitted Lien) upon
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any of their Assets which could reasonably be expected to have a Material Adverse
{ Effect, except any such tax, assessment, governmental charge, levy or claim which is

~..
being contested in good faith and by proper proceedings and as to which reserves in
accordance with GAAP have been established, or which is a Permitted Lien.

(g) IVlaintenanee of ]Property. Maintain and preserve, and cause each of its Restricted
Subsidiaries to maintain and preserve, all ofits and their respective properties used or
useful in its business in all respects in good working order and condition (reasonable
wear and tear excepted) and in compliance with Environmental Laws except to the
extent that any failure to so maintain, preserve or comply could not reasonably be
expected to result in a Material Adverse Effect. From time to tirrie, make, and cause
each of its Subsidiaries to make, all necessary and proper repairs, renewals,
replacements, additions and improvements to the Subject Properties, so that the
Business may be properly and advantageously conducted at all times.

(h) Environmental Audis. Promptly (i) if the Lender has a good faith concern that
there is non-compliance by the Company or any of its Subsidiaries with
Envirorunental Laws which could reasonablybe expected to have aMaterial Adverse

. Effect, conduct such environmental audits (by an environmental auditor or auditors
approved by the Lender) concerning such alleged non-compliance as the Lender may
reasonably request and permit the Lender to discuss such audits with such auditors;
and (ii) remedy any non-compliance with Environmental Laws revealed by such
audit, which, if not remedied, could reasonably be expected to have a Material
Adverse Effect. Each such audit sha11 be at the Borrower's expense.

(i) Inspection of ProperTy; Books and Records; Discussions. Keep and cause each of
its Subsidiaries to keep books and records of account in which fu11, true and correct
entries in accordance with GA.AP and all Applicable Law shall be made of all its
dealings and transactions and permit representatives ofthe Lender to visit and inspect
any of its property and to examine any of such books and records at any reasonable
time and as often as may reasonably be requested, and to discuss its business,
property, condition (financial or otherwise) and prospects with its senior officers and
(in the presence of such of its representatives, if any, as it may designate) with its
independent auditors.

(j) [INTENTIONALL'Y DELETED]

(k) Granting of Security. Deliver.; and cause each Person that becomes awholly-owned
Subsidiary of the.Company: after tl~.~:'~hit-~}:~lc~sijng Date to deliver., to the Lender, i~t
the case of a Person that becomes. ~~zcli a~ Subsidiary, not later than 30 days after such
Person becomes such a Subsidiary, security of the nature contemplated by Section
2.07, with respect to such a Subsidiary or other Subsidiary, together with related
corporate documentation, revised schedules to this Agreement with such changes as
are required to include the information relating to such Subsidiary, and legal opinions
in form and substance satisfactory to the Lender. Within 30 days of the acquisition of

~' any Asset (which is not otherwise the subject of the security granted by the Security
-~ Documents), in each case by the Company or any Restricted Subsidiary, deliver or
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cause to be delivered to the Lender security of the nature contemplated by Section

~~ 2.07 with respect to such Asset, together with related corporate documentation and
legal opinions in form'and substance satisfactory to the Lender. Cause each Person
that becomes a Parent Entity to deliver to the Lender, not later than. 30 days after
such person becomes a Paxent Entity, security of the nature contemplated by Section
2.07 apnlicabi~ to the P~.r~nt Bntity, tog~th~r with r~t~t~d ~orpor~te c_lo~um~nt~ti_c~n
and legal opinions in form and substance satisfactory to the Lender.

(1) Material Contracts/Credit Documents. Perform and observe,, and cause each
Restricted Subsidiary to perform and observe each Material Contract and each Credit
Document (to which the Company or such Restricted Subsidiary is a party), each and
every material term and condition thereof within the time period, if any, prescribed
for such performance or observance as the case maybe, it being understood that,
unless permitted by Section 6.03(j), neither the Company nor any Restricted
Subsidiary shall grant any waiver of or any indulgence with respect to the
performance or observance ~of any such term or condition without the prior written
consent of the Lender.

(m) Cure Defects. Promptly cure or cause to be cured any defects in the execution and
delivery of any of the Credit Documents or any of the other agreements, instnunents
or documents contemplated thereby or executed pursuant thereto or any defects in the
validity or enforceability of any of the Credit Documents and execute and deliver or
cause to be executed and delivered all such agreements, instruments and other
docurrzents as the Lender may consider necessary cr desirable for the foregoing
purposes,

(n) [INTENTIONALLY DELETED]

(o) Change of Name or Place. If it or any Restricted Subsidiary intends to change its
name, place of business, principal office or chief executive office, notify the Lender
in writing of all relevant details of such change at least30 days prior to the date that
any. such change is to become effective.

(p) [INTENTIONALLY DELETED]

(~ Further assurances. At the Borrower's cost and expense, upon request of the
Lender, duly execute and deliver or cause to be duly executed and delivered to the
Lender such further instruments, documents and information and do and pause to be
dare such fiirth~r aces as ~ ~.~;~.e z~P~essary or groper iii the reaso~iabl~~opir~i;er~~ai~~~'~e,~-<: .~. ,
Lender to carry out~mare~~~'fecYively the provisions of the Credit Docume;~~is.

(r) Additional Covenants.

(i) Each of the Company and the Restricted Subsidiaries shall cause their
respective management and legal and financial advisors to make themselves
available for any discussions or information reasonably required by the

(~ Lender or its Consultants (as defined below).
\.
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(ii) In addition to the payment obligations contained in Section 6.010, the.
Company shall pay or cause to be paid in the ordinary course all amounts in

- ~' res ect of em to ee a oll remittances wa es ension lan obli ationsP p Y P YY ~ g ~p P g
vacation pay and similar obligations.

(iii) The Borrower will deliver or cause to be delivered to the Lender, a true and
complete copy of all reports (provided that portions of the reports maybe
redacted) prepared by Ernst &Young Inc. ~(or any subsequently appointed
replacement advisors or consultants) (the "Reports") provided by Ernst &
Young Inc. to the Agents, including all monthly reports on the Borrower's
financial performance including, without limitation, such matters as the
Borrower's restructuring initiatives, financial results, and financial covenants.
The Reports shall be delivered to the Lender concurrently with their delivery
to the Agents.

(iv) The Lender may, at its sole discretion, appoint one or more advisors or
consultants (collectively, the "Consultants") on terms and conditions
satisfactory to the Lender. Such Consultants may also be appointed to
conduct periodic field examinations, collateral appraisals and verification of
accounts.

(v) The Borrower acknowledges.and consents to such appointment and agrees to
grant access and provide any -financial and other information to, and
otherwise co-operate with, such Consultants. The Borrower acknowledges
and agrees that the Consultants shall report to the Lender, at the Lender's
request upon delivery of written notice, on matters including, without
limitation, the Borrower's restructuring initiatives, financial results, and
financial covenants.

(vi) At the request of the Lender and in consultation with the Agents, the
Company will retain a senior resource satisfactory to the Lender, with
significant restructiu-ulg experience, to assist the Borrower and with the
implementation of and reporting on, its restnxchuiiig activities.

(vii) The Borrower is liable for and agrees to pay the Consultants' fees and
disbursements on demand and the fees az~cl disbursements of any advisor
retained:

section 6:02 Bank Accounts

At the request of the Lender, the Company and each Restricted Subsidiary (excluding
Australiaco) shall, where possible, (a) open (to the extent not -yet open) and maintain all bank
accounts with the Agents and provider of cash management services related to such Agents; and (b)
deposit on a daily basis all of its receipts from any and all sources into their respective accounts that
are maintained with the Agents.
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Section 6.03 Negative Covenants.

So long as any amount owing hereunder remains unpaid or any Lender has any
obligation under this Agreement, and unless consent is given in accordance with Section 13.01
hereof, the Company shall not, directly or indirectly:

(a) Debt. Create, incur, assume or suffer or permit to exist, or pernut any Restricted
Subsidiary to create, incux, assume or suffer or permit to exist, any Debt except:

(i) " Debt outstanding under the Credit Documents;

(ii) indebtedness for the deferred purchase price of property or services payable
to suppliers of goods and services in the ordinary course of business on
customary trade terms;

(iii) other Debt not otherwise permitted under this Section 6.03(a), in an
aggregate amount outstanding at any time of not more than $1,500,000;

(iv) unsecured Debt owed by (x) the Company to a Restricted Subsidiary, (y) a
Restricted Subsidiary to the Company, and (z) by a Restricted Subsidiary to
another Restricted Subsidiary, provided that following the Third Closing
Date no additional Debt may be incurred by Australiaco from the Company
or a Restricted Subsidiary;

(v) VTB Subordinated Debt;

(vi) Senior Debt;

(vii) Debt in an aggregate principal amount not to exceed $1,296,979.00 in lawful
money of Australia, owing by Australiaco to the State of Queensland, and
payable over a term of 10 years, commencing on October 13, 2006,
representing the purchase price under an option to purchase exercised by
Australiaco in respect of Lot 13 Crown Plan 5182141, County of War, Parish
of Nerang;

(viii) Debt owing by Australiaco to Australia and New Zealand Banking Group'
Limited in an aggregate principal amount not to exceed $1,525,000 or the
Equivalent Amount thereof in any other currency, provided that such Debt
shall be secured only by a Letter of Credit or Letters ~f Credit issued under

. ~ ::~ the ~;ni~~.::Grec~~t Agreement;

(ix) the Ecl~hardt Debt, provided that the terms and conditions of such Debt are
subject to the Eckhardt Subordination Agreement;

(x) the Kraus Debt, provided that the terms and conditions of such Debt are
subject to the Kraus Subordination Agreement; and
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(xi) guarantees issued by Restricted Subsidiaries in favour of Kraus Holdco
pursuant to which they guarantee payment by the Company of the
indebtedness owing pursuant to the VTB Note.

(b) Liens. Create, incur, assume or suffer or permit to exist, or permit any Restricted
Subsidiary to create, incur, assume or suffer or permit to exist, any Lien upon any of
its Assets (including, without limitation, Shares in Subsidiaries), whether now owned
or hereafter acquired, except for Permitted Liens.

(c) Amalgamations, etc. Enter into, or permit any Restricted Subsidiary to enter into,
any reorganization, consolidation, amalgamation, winding up, merger, or similar
transaction, except that the Company and any Restricted Subsidiary may enter into
such transactions with another Restricted Subsidiary if (v) immediately after giving
effect to the transaction, no event shall have occurred and be continuing which
constitutes a Default or Event of Default, (w) in the case of a transaction involving:
a Canadian Restricted Subsidiary, the. continuing corporation is also a corporation
existing under the laws of Canada (or one of its provinces or territories): a U.S.
Restricted Subsidiary, the continuing corporation is also a corporation existing under
the laws of a state of the United States of America, (x) the continuing corporation
assumes the relevant Restricted Party's obligations under the Credit Documents
pursuant to an agreement in form and substance satisfactory to the Lender, and (y)
the Lender receives an opinion of counsel to the Borrower (in form and substance
reasonably satisfactory to the Lender) that the transaction complies with this Section
6.03 (c).

(d) Distributions. Declare, make or pay, or permit any Restricted Subsidiary to declare,
make or pay, any Distributions, other than:

(i) Distributions by (x) the Company to a Restricted Subsidiary (other than
Australiaco), and (y) a Restricted Subsidiary to another Restricted Subsidiary
(other than Australiaco); and

(ii) Distributions owing pursuant to the VTB Note in accordance with the VTB
Subordination Agreement.

(e) Dispositions of Property. Dispose of, or permit any Restricted Subsidiary to
Dispose of, directly or indirectly, in one transaction or series of transactions, any of
its Assets, whether now owned or hereafter acquired, except:

(i) Dispositions of invextory in the normal course of its business for the r~ur~oye
of carrying on the same, for fair market value, in accordance with customary
trade terms applicable to any tangible property that is generally the subject
matter of sales by it in the normal course of its business;

(ii) Dispositions of equipment for fair market value in connection with the
concurrent lease, purchase or replacement of similar equipment of equal or

lgreater value and in respect of which the proceeds of such Disposition are
applied against such lease, purchase or replacement;
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9 ~ U ~ (iii) Dispositions of any Assets that are redundant to its business, worn out or
obsolete and of no material value;

(iv) Dispositions by (x) the Company to a Restricted Subsidiary (other than
Australiaco), and (y) a Restricted Subsidiary to another Restricted Subsidiary
(other than Australiaco); and

(v) Provided that no Default or Event of Default exists at the time of such
Disposition, Disposition of Assets not otherwise permitted pursuant to this
Section 6.03 (e) in an aggregate amount not to exceed, during the term of the
Agreement, $1,000,000.

The Lender shall discharge its Security interest on Assets subject to a Disposition
permitted hereunder as soon as practicable upon completion of such Disposition.

(~ Acquisitions. Make any Acquisition or permit any Restricted Subsidiary to make
any Acquisition, except that, so long as no Default or Event of Default is continuing
or would be created thereby, the Company and its Restricted Subsidiaries may:

(i) make an Acquisition of (A) all or substantially all of the Assets of a Person or
of a business division or unit of a Person used or useful in operating the
Business in Canada or the United States; or (B) all of the issued and
outstanding securities of a Person (y) the sole business ofwluch is consistent
with the Business, and (z) is incorporated pursuant to the laws of Canada or
any proving th~r€of or the laws of the United States or any state thereof and
the operations of which are in Canada or the United States or both, provided
that:

(A) such Acquisition is accretive to eaa~ungs, (B) the acquisition price of
any one Investment shall not exceed $3,000,000 and the aggregate
acquisition price of all Investments in any Financial Year shall not
exceed $5,000,000 (in each case, including any assumed Debt and the
projected amount of any carn~out provision), (C) any Debt to be
assumed in connection with the proposed Acquisition shall be
permitted pursuant to Section 6.03(a)(iii) or, in the case of an
Acquisition to beheld as a wholly-owned Subsidiary; there shall be
compliance with Section 6.01(k), (D) the amount available to be
borrowed under the Revolving Credit Facility (as defined in the

. .. ~ ~~r~i~r credit Agreer~~ei~t) pursuant to the ~~e~zs of finis ~r'~gr;~ement is
• ~ (anci tivouid remain after the making of the~ropos~c~~ A~t~uisi~tion) not

less than $5,000,000, and (E) in the case of the acquisition of an
offeree issuer, such acquisition is made at the request of or
recornrnended acceptance of the offer to acquire such offeree issuer;
or

(B) In the case of an Acquisition that is not permitted pursuant to Section
6.03 (~(i)(A),
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- (I) the Lender shall be satisfied with the ownership,
management, organizational and legal structure of the
Company and the Restricted Subsidiaries subsequent to the
proposed Acquisition and the tax and accounting aspects of
the proposed Acquisition; .

(II) the Lender shall be satisfied with their due diligence review
of the proposed Acquisition, including a review of the target's
operations, industry, business and financial position, the
audited, consolidated (and non-consolidated, if applicable)
financial statements for the last two fiscal years of the target,
the most recent interim financial statements and pro forma
financial statements of the Company on an Adjusted
Consolidated Basis including the Assets to be acquired
pursuant to the proposed. Acquisition for the next following
two years evidencing compliance with the financial covenants
in Section 6.04;

(III the Lender shall have received evidence satisfactory to it of
(i) (x) the repayment of all Debt owing by any target of the
proposed Acquisition, or (y) confirmation that any Debt to be
assumed in connection with the proposed Acquisition is to be
included as Pernzitted Indebtedness pursuant to Section
6.03(a)(iii) ~.nd the amount of such assumed Debt; and (ii) the
discharge of all Liens (other than Permitted Liens) on any
Assets to be acquired in connection with the proposed
Acquisition, provided that the foregoing shall apply in the
case of an Acquisition of a Subsidiary notwithstanding
Section 6.01(k); .

(I~ the Lender shall have received in form and substance
satisfactory to them an environmental review, which may
include a phase 1 audit, of the Assets to be acquired in
connection with the proposed Acquisition, and such review
sha11 be signed by officer of the Company; and

(V) guarantees, security documents and legal opinions (in form
and substance satisfactory to the Lender) as necessary to
provide the. Lender, :with ~.:: ~s~e~z~~t•~• ,interest (subject to
Permitted Liens) in respeec cf any Assets acquired in
connection with the proposed Acquisition shall have been
delivered to the Lender; and

(VI) the Senior Lenders have consented to said Acquisition; and

(ii) make Capital Expenditures permitted pursuant to Section 6.03(h).
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4~~
- (g) Transactions with Affiliates. Enter into or permit any Restricted Subsidiary to

~~ ~ enter into any transaction, including the purchase, sale or exchange of any property
-- or the rendering of any services, with any of its Affiliates, or with any Affiliate of

any of its partners or shareholders, or with any of its or their directors ox officers, or
enter into, assume or suffer to exist any employment, management, consulting or
~n~logous ~.g?'~~m~nt or ~rrai?~~m~nt w?th at?y such P~renn pr rri~lc~ any p~ymPnt

thereunder, except (i) a transaction or agreerr~ent or arrangement or payment which is
upon fair and reasonable terms not less favourable to the Company or any Restricted
Subsidiary than would be obtained in a comparable arm's-length transaction, is
entered into in the ordinary course of business and in accordance with the Aruival
Business Plan, and (ii) Debt permitted pursuant to Section 6.03(a)(iv), Section
6.03(a)(u~) and Section 6.03(a)(x).

(h) Capital Expenditures. Make or commit to make or permit any Restricted
Subsidiary to make or commit to make, any Capital Expenditure other than Capital
Expenditures in an aggregate amount not to exceed $2,000,000 in each Financial
Year subj ect to any agreement between the Lender and the Borrower as to a different
amount for Financial Years subsequent to 2010.

(i) Change in Business. Engage or permit any Restricted Subsidiary to engage in any
business other than the Business.

(j) Amendments..Amend or request any waiver of, or waive any of its rights under, or
permit any Restricted Subsidiary to amend or request a waiver of, or waive any ofits
rights, under arty Material Contract ~~ ~~ty M~t~ri~l P~~mi~, or ~y giiaraiitee or
security in respect thereof, without in each case giving prior notice thereof to the
Lender and obtaining the prior written consent of the Lender to such amendment or

. waiver. Notwithstanding cheforegoing, the Company and any Restricted Subsidiary
may agree to amend or waive any provision of a Material Contract or Material Permit
to cure any ambiguity, to correct ox to supplement any provision therein which may
be defective or inconsistent with any other provision therein, and may also agree to
amend or waive any provision of any Material Contract or~Material Permit in the
ordinary course of business provided that the provisions of any such Material
Contract or Material Permit as so amended or waived are no less favourable to the
Company or such Restricted Subsidiary (or the Lender as beneficial secured party)
than the provisions of such Material Contract or Material Permit as in effect on the
date hereof (or as in effect on the date such Material Contract or Material Permit was
originally entered into oz issued; if.later). The. Company shall not allow any

~. ~.~nendments to its or any Re~~rr.cted.-S:u.~:asidia~~r':~::~~nstating documents or by-laws
which would be adverse to the Lender interests hereunder or the security interests
arising under or created by the Security Documents.

(k) Consensual Limitations. Create, incur, assume or sufferto exist orpermit any ofits
Subsidiaries to create, incur, assume or suffer to exist any consensual limitation or
restriction on its ability to:
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(i) make .any payments to the Lender, provide the Security to the Lender or
perform or observe any of its other covenants and agreements under any of

- the Credit Documents, as and when required thereunder; or

(ii) in the case of the Company or any Restricted Subsidiary, make any
Distribution to the Company or any Restricted Subsidiary.

(1) ~inanciai Year. Change its Financial Year for accounting and reporting purposes.

(m) Subsidiaries. Own, or perxriit any Restricted Subsidiary to own, any interest in any
Subsidiary that is not (i) a direct or indirect wholly-owned Subsidiary of the
Company, and (ii) formed and existing under the laws of Canada (or any Province or
Territory therein) or any State of the United States of America, other than
Australiaco.

(n) Investments. Make ox own any Invest~rnent, or permit any Restricted Subsidiary to
make or own any Investment, except that so long as no Default or Event of Default is
continuing or would be created thereby the Company and its Restricted Subsidiaries
may:

(i) the Company and its Restricted Subsidiaries may make an Acquisition
permitted pursuant to Section 6.03(~(i);

~ (ii) the Company and its Restricted Subsidiaries may invest in cash or Cash
~ Equivalents, praviciecl that the same ire subject t,~ the Lien in favour of the

Lender;

(iii) the Company may make Investments in a Restricted Subsidiazy (othex than
Australiaco);

(iv) any Restricted Subsidiary may make Investments in the Company or any
Restricted Subsidiary (other than Australiaco);

(v) the Company and its Restricted Subsidiaries may extend credit in the normal
course of its business for the purpose of carrying on the same in accordance
with customary commercial terms;

(vi) the Company and its Restricted Subsidiaries may receive any non-cash
consideration in .connection with any Disposition permitted by Section
6.03 (e);

(vii) the guarantee by the Borrower of the obligations of Kraus JV under the lease
between Kraus JV, as lessee, and Bolingbrook Point Phase III, LLC, as
lessor, dated as of April 23, 2007 as such lease maybe amended, restated or
replaced from time to time provided that the financial obligations thereunder
are not increased; and
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U ~ (viii) the Company and its Restricted Subsidiaries may receive any non-cash
consideration upon settlement of any claims (including resulting from any
baz~l~ruptcy, insolvency or similar proceedings) in respect of any trade
creditor.

(o) wedging Agreements. Enter into, or permit any of its Restricted Subsidiaries to
enter into, any interest rate, currency rate oz commodity hedging agreement (or
similar understanding or obligation) except in the normal course of business and not
for speculative purposes.

(p) Royal Scot. Permit Royal Scotto (i) own any Assets other than Shares in Kraus JV
and deferred tax liabilities, and (ii) carry on any business or conduct any operations
other than the ownership of Shares in I~raus JV and deferred tax liabilities.

(c~ Australiaco. Nottivithstanding any provision in this Agreement, neither the
Company nor any Restricted Subsidiary shall (i) advance money, directly or
indirectly, to Australiaco; (ii) declare, make or pay any Distributions to Australiaco;
('iii) sell, transfer, assign or otherwise dispose of any of its Assets (whether not
owned or hereafter acquired) to Australiaco; or (iv) make any Investments in
Australiaco.

(r) Kraus JV. Permit Kraus JV to (i) own any Assets, or (ii) carry on any business or
conduct any operations other than being a tenant in the premises located at 530 W

'~ North Fxontage Road,~Bolingbrook, Illinois, 60440.

(s) Payment Not in Ordinary Course. Notwithstanding anything to the contrary in this
Agreement, the Company and the Restricted Subsidiaries shall not make any
payments out of the ordinary course of their respective businesses.

(t) VTB Note. Make any amendments to the VTB Note without first receiving the prior
written consent of the Lender.

Section 6.04 ~+inancial Covenants.

(1) So long as any amount owing hereunder remains unpaid, and unless consent is given
in accordance with Section 13.01 hereof, the Company shall:

(a) 7Cota1 Debt to E~I7CDA 12atio. Commencing December 31, 2010, maintain at all
times a ratio of Adjusted Consolidated Total Debt at such time t~ .Adjusted

~• Consolidated.EBIT~.f:~r-€he twelve month period then most re~eri~~I:y.:~~2~,c~ed .c~F~not
greater than 3.35:1.0. The Lender and the Borrower shall, following the amendment
by the Senior Lenders of the seiuor debt to EBITDA raiio provided for in the Senior
Credit Agreement (the ̀.`Senior Debt Ratio"), amend the ratio contained herein to
conform to the Senior Debt Ratio. In making such amendment, the parties shall take
into consideration the differential between the Senior Debt Ratio and the Total Debt
to EBITDA Ratio at such time. Such amendment will be subject to the Lender's
concluding, acting reasonably, that the Senior Debt Ratio is acceptable.
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(b) ~'ixecl Charge Coverage Ratio. Commencing December 31, 2010, maintain at all
times a Fixed Charge. Coverage Ratio of not less than 1:20:1. The Lender and the
Borrower shall, following the amendment by the Senior Lenders of the fixed charge
coverage ratio contained in the Senior Credit Agreement (the "Senior FC Ratio"),
amend the ratio contained herein to conform to the Senior FC Ratio. Such
arnen~m~nt will be subj~~t to the T ~nder's ~on~luding~ acting rPas~nabl_y, that the
Senior FC Ratio is acceptable.

(c) Ndinimum ~'angible Net ~Vorth. Commencing December 31, 2010, maintain at all
times Tangible Net Worth of not less than $50,000,000, measured at the end of each
month. The Lender and the Borrower shall, following the amendment by the Senior
Lenders of the minunum tangible net worth contained in the Senior Credit
Agreement (the "Senior TNW"), amend the ratio contained herein to conform to the
Senior TNW. Such amendment will be subject to the Lender's concluding, acting
reasonably, that the Senior TNW is acceptable.

(d) Minimum EBITDA. On a cumulative basis for each calendar month in Financial
Year 2010, the Company shall maintain a minimum Adjusted Consolidated EBITDA
that is equal to or greater than the projected monthly cumulative Adjusted
Consolidated EBITDA for each such month pursuant to the 2010 Business Plan, with
permitted negative variances as follows: (i) January - $350,000, (ii) February -
$650,000, (iii) March to and including June - $1,000,000, (iv) July to and including
September - $1,500,000, (iv) October to and including November - $2,200,000, and
(v~ L~cember - $1,500,000, as provided fcr in Schedule 6.04(d).

Section 7.01 Events of Default.

continuing:

ARTICLE 7
EVENTS OF DEFAULT

If any of the following events (each an "Event of Default") shall occur and be

(i) the Borrower shill fail to pay any principal amount with respect to the Loan
when due and payable hereunder;

(ii) the Borrower shall fail to pay any interest, fee or other amount (except
principal) when due and payable under any of the Credit Documents and such
f~ilu~e continues for five days or more;

(iii) the Company defaults in the performance ox observance of any term or
covenant contained in Section 6.03 or Section 6.04;

(iv) the Company defaults in the performance or observance of any term or
covenant contained in Section 2.07 and such default continues for 15 days or
more after the earlier of the date that: (x) the Company becomes aware ofCsuch default, or (y) written notice of such default is given to it by the Lender;
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(v) subject to clauses (i), (ii), (iii) and (iv) above, if the Company or any of its
Restricted Subsidiaries defaults in the performance or observance of any term
or covenant contained in any of the Credit Documents anal such default
continues for 30 days or more after the earlier of the date that:.(x) the
Company or such Restricted Subsidiary becomes aware of such default, or
(yl written noti~~ of such d~_fa~l_t is given to it by the T ~nr1Pr;

(vi) if any representation or warranty contained in any of the Credit Documents or
in any certificate delivered thereunder by or on behalf of the Company or any
of its Restricted Subsidiaries shall be untrue in any material respect on the
date as of which it was made;

(vii) the Company or any of its Restricted Subsidiaries.fails toperform orobserve
any material term, covenant or agreement in any Material Contract.on its part
to be performed or observed where such failure could reasonablybe expected
to have a Material. Adverse Effect; or any Material Contract is terminated,
revoked or permitted to lapse (other than in accordance with its terms or as
approved by the Lender) or any party to any Material Contract delivers a
notice of termination or revocation (other than in accordance with its terms or
as approved by the Lender) in respect of the Material Contract;

(viii) (x) the Company or any of its Subsidiaries shall fail to pay the principal of, or
premium or interest on any of its Debt (excluding Debt under this
Agreement) which is outstanding in an aggregate principal amount e~eeeding
$1,000,000 (ar the Equiv~l~~t AmtSU~t i~ ~t1y ~ith~~ ~t~~r~ncy), .when si~cli
amount becomes due and payable (whether by scheduled maturity, required
prepayment, acceleration, demand or otherwise) and such failure continues
after the applicable grace period, if any, specified in the agreement or
inst~lunent relating to such Debt without waiver of failure by the holder of
such Debt; or (y) and other event occurs or condition~~exists, and continues
after the applicable grace period, if any, specified in any agreement or
instnunent relating to any such Debt without waiver by the holder of such
Uebt, if the effect of such. event is to accelerate, or permit the acceleration of
such Debt; or (z) any such Debt shall be declared to be due and payable in
accordance with its terms prior to the stated maturity thereof;

(ix) any judgment or order for the payment of money aggregating in excess of (a)
$500,000 (or the Equivalent Amount in any other currency) per judgment ox
order after application of~:in~suran~~~~~g~r.~~ce~ds,~ ar (b) aggregating in any
Financial Year in excess of $1;000;040 ̀(or the Equivalent Amount in any
other currency) on a consolidated basis after application of insurance
proceeds shall be rendered against the Company or any of its Subsidiaries in
respect of which enforcement proceedings have been commenced and such
proceedings have not been effectively stayed and there is a period of 45
consecutive days during which (x) such judgement has not been paid or
settled, or (y) a stay of enforcement of the judgment (by reason of pending
appeal or otherwise) is not in effect;
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(x) the Company or any of its Subsidiaries incurs any Environmental Liabilities
which will require expenditures (i) for any one incurrence, in excess of
$1,000,000 (or the Equivalent Amount in any other currency) after
application of insurance proceeds, or (ii) aggregating in any Financial f ear
on a consolidated basis, in excess of $1,000,000 (or the Equivalent Amount
?r~ env c~th~r CyrrPn~yl ~ftPr ar~r~li~~tir~n of Zrlciiran~~ prr~~PP~Ic~

(xi) the Company or any of its Subsidiaries (i) becomes insolvent or generally
unable to pay its debts as they become due; (ii) admits in writing its inability
to pay its debts generally or malces a general assignment for the benefit of
creditors; (iii} institutes or has instituted against it any proceeding involving .
or affecting its creditors seeking (x) to adjudicate it a bankrupt or insolvent,
(y) liquidation, winding up, reorganization, arrangement, adjustnnent,
protection, relief or composition of it or its debts, in each case, under any law
relating to bankruptcy, insolvency, reorganization or relief of debtors
including any plan of compromise or arrangement or other corporate
proceeding relating thereto, or (z) the entry of an order for relief or the
appointment of a receiver, trustee or other similar official for it or for any
substantial part of its properties• and assets, and in the case of any such
proceeding instituted against it (but not instituted by it), either the proceeding
remained undismissed or unstayed for a period of 10 Business Days, or any
of the actions sought in such proceeding (including the entry of an order for

- relief against it or the appointment of a receiver, firustee, custodian or other
• similar official for it or for any substantial pari of its properties and assets)

.__ occurs; or (iv) takes any corporate action to authorize any of the above
actions;

(xii) there shall be any Impermissible Qualification;

(iii) the validity of any of the Credit Documents or the applicability thereof to the
Accommodations or any other obligations purported to be secured or
guaranteed thereby or any part thereof shall be disaffirmed by or on behalf of
the Company or any Restricted Subsidiary or any other party thereto (other
than the Lender);

(xiv) any of the Credit Documents executed and delivered by the Company or any
Restricted Subsidiary shall, except as a result of the acts or omissions of the
Lender, (i) fail to .proTride the Lender the Liens, rights, title, . interest,
remedies, power~:pr priv~.~~sr•.~ended to be created thereby, incl~d.in~
Lien on the collateral c~zseribed therein, subject only, as to priority, to
Permitted Liens; or (ii) cease to be in full force and effect, and in each case,
such failure shall remain unremedied for ten (10) Business Days following
notice thereof by the Lender to the Company;

(xv) any Material Permit shall cease to be in full force and effect or there shall
occur any breach of any Material Permit resulting in its revocation or
termination;
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~ . (xvi) any interest rate hedge or foreign exchange hedge shall.be terminated prior to
1, its maturity and require the Company or any Restricted Subsidiary to pay a

termination amount in respect thereof u1 excess of $500,000 (or the
Equivalent Amount in any other currency);

(xvii) there shall occur after the date hereof any event which has a Material
Adverse Effect;

(xviii) there shall occur a Change of Control;

(max) the occurrence and continuance of a default under the VTB Note;

(xx) the failure by the Borrower to provide the Compensation Compliance
Certificate to the Lender within 60 days of the end of the Company's
Financial Year and, if not received within such time period, such failure
continues for an additiona130 days;.

(xxi) should the compensation paid to management of the Company and the
Borrower exceed such amounts as has been agreed to between the Lender and
the Company from time to time; and

(xxii) the failure by the Company to deliver to the Lender a Consolidated Free Cash
Flow Certificate within 120 days as required by the terms hereof and such
default continues for a period of 30 days or more;

-- then, the Lender may, by written notice to the Company declare the obligations to be immediately
due and payable, without presentment, demand, protest or further notice of any kind (except as
required bylaw), all of which axe hereby expressly waived by the Borrower.

section 7.02 Remedies Upon Demand and Default.

(1) Upon a declaration that the Obligations are immediately due and payable pursuant to
Section 7.O1, the Lendez sha~~ commence such legal action or proceedings as it, in its sole discretion,
may deem expedient, including the commencement of enforcement proceedings under the Credit
Documents or any other security granted by the Company, any Restricted Subsidiary or any other
Person to the Lender, all without any.additional notice, presentation, demand, protest, notice of
dishonour, entering into of possession of any of the Assets, or any other action or notice (except as
required by law), all of which the Company and each Restricted Subsidiary hereby expressly waives.

(2) The.~rights~ and~.r..~rn-~~~~~~~::~c~~ the Lender. hereunder and under<:~.~h~;::o:~1~~~~ ~~ h~elit
Documents are cumulative and are in addition to and not in substitution for any other rights or
remedies. Nothing contained herein or in the C: edit Documents or any other security hereafter he? d
by the Lender, with respect to the indebtedness or liability of the Company, any Restricted
Subsidiary or any other Person to the Lender, or any part thereof, nor any act or omission of the
Lender with respect to the Credit Documents, the collateral subject thereto or such other security,
shall in any way prejudice oz affect the rights, remedies and powers of the Lender hereunder or

( under the Credit Documents.
\.
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ARTICI..~ 8
XIEI.I) PI20`TEC~'y~N

Section 8.01 Increased Costs.

(a) Increased Costs Generally. If any Change in Law shall:

(i) impose, modify or deem applicable any reserve, special deposit, compulsory
loan, insurance charge or similar requirement against assets of, deposits with
or. for the account of, or credit extended or participated in by, the Lender;

(ii) subject the Lender to any Tax of any kind whatsoever with respect to this
Agreement or the Loan, or change the basis of taxation of payments to the
Lender in respect thereof, except for Indemnified Taxes or Other Taxes
covered' by Section 8.02 and the imposition, or any change in the rate, of any
Excluded Tax payable by the Lender; or

(iii) impose on the Lender or any applicable interbank market any other condition,
cost or expense affecting this Agreement or the Loan;

and the result of any of the foregoing shall be to increase the cost to the Lender of
making or maintaining, or to increase the cost to the Lender, or to reduce the amount
of any sum received or receivable by the Lender hereunder (whether of principal,
interest or any other amount), then upon request of the Lender the Borrower will pay
to the Lender, or cause the L~nd~r to b~ paid, such additional amount or amounts as
will compensate the Lender for such additional costs incurred or reduction suffered.

(b) Capital Requirements. If the Lender determines that any Change in Law affecting
the Lender or any lending office of the Lender or the Lender's holding company, if
any, regarding capital requirements has or would have the effect of reducing the rate
of return on the Lender's capital or on the capital of the Lender's holding company,
if any, as a consequence of this Agreement, the Loan, to a level below that which the
Lender or its holding company could have achieved but for such Change in Law
(taking into consideration the Lender's policies and the policies of its holding
company with respect to capital adequacy), then from time to time the Borrower will
pay to the Lender, or cause the Lender to be paid, such additional amount or amounts
as will compensate the Lender or its holding company for any such reduction
suffered.

~(c) ~ ~ . Ger#a~`~~~~s•~~~r:-- ~Ceimbursement. A certificate:.of.ihe: L~r~der.••~setting forth the
amount or amounts necessary to compensate the Lender or its holding company, as
the case maybe, as specified in paragraph (a) or (b) of this Section ("Additional
Compensation"), including a description of the event by reason of which it believes
it is entitled to such coznpensation, and supplying reasonable supporting evidence
(including, in the event of a Change of Law, a photocopy of the Applicable Law
evidencing such change) reasonable detail of the basis of calculation of the amount
or amounts, and delivered to the Borrower shall be conclusive absent manifest error.C~ The Borrower shall pay the Lender, or cause the Lender to be paid, the amount
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~ ~~~~
{:-- ~ shown as due on any such certificate within 10 days after receipt thereof. 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. The
obligation to pay such Additional Compensation for subsequent periods will continue
until the termination of the Change in Law, change in capital requirement or the
larcP r~r ~Psgatipn pf the Change in Taw awing r-reP tp the initial ~rirlitignal

Compensation. The 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 the
Lender in its reasonable determination suffers no appreciable economic, legal,
regulatory ox other disadvantage. Notwithstanding the foregoing provisions, the
Lender sha11 only be entitled to rely upon the provisions of this Section 8.01 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 customers of the Lender, where
such other customers are bound by similar provisions to the foregoing provisions of
this Section 8.01.

(d) Delay in Requests. Failure or delay on the part of the Lender to demand
compensation pursuant to this Section shall not constitute a waiver of the Lender's
right to demand such compensation; except that the Borrower shall not be required to
compensate the Lender pursuant to this Section for any increased costs incurred or
reductions suffered more than nine months prior to the date that the Lender notifies
the Borrower of the Change in Law giving rise to such increased costs or reductions
and of~the Lender's intention to claim compensation therefore, unless the Change in

~- Law giving rise to'such increased costs or reductions is retroactive, in which case the
nine-month period referred to above shall be extended to include the period of
retroactive effect ~liereof. .

Section 8.02 Taxes.

(a) Payments Subject to Taxes. If the Company, any Restricted Subsidiary or the
Lender is required by Applicable Law to deduct or pay any Indemnified Taxes
(including any Other Taxes) in respect of any payment by or on account of any
obligation of the Company or any Restricted Subsidiary hereunder or under any other
Credit Document, then (i) the sum payable shall be increased by the Company or
such Restricted Subsidiary when payable as necessary so that after making or
allowing for all required deductions and payments (including deductions and
payments applicable to additional sump payable under this Section) the Lender

~• ,. Le~~~ves an amount equal to the sum it u~oul~~ h~~«~~:t°w~~i~.~d had no such deductions
or payments been required, (ii) the Company or such Restricted Subsidiary shall
make ar_y such ded~~ctions required to b~ made by it undez Applicable Law and (iii)
the Company or such Restricted Subsidiary shall timely pay the full amount required
to be deducted to the relevant Governmental Authority in accordance with
Applicable Law.
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(b) Payment of Other Taxes. Without limiting the provisions of paragraph (a) above,
the Company and each Restricted Subsidiary shall timeTypay any Other Taxes to the
relevant Governmental Authority in accordance with Applicable Law.

(c) Indemnification. The Borrower shall indemnify the Lender, within 15 days after
written demand therefor, for the full amount of any Indemnified Taxes or Other
Taxes (including Indemnified Taxes or Other Taxes imposed or asserted on or
attributable to amounts payable under this S ection) that arise from any payment by or
on account of any obligation of the Company or such Restricted Subsidiary
hereunder or under any Credit Document paid by the Lender and any penalties,
interest and reasonable expenses arising therefrom or with respect thereto, whether or
not such Indemnified Taxes or Other Taxes were correctly or legally imposed or
asserted by the relevant Governmental Authority. A certificate as to the amount of
such payment or liability delivered to the Borrower by the Lender, shall be
conclusive absent manifest error. In the event the Lender subsequently recovers all
or part of the payment made under this Section paid by the Borrower, it shall
promptly repay an equal amount to the Borrower. The Lender sha11 make reasonable
efforts to limit the incidence of any payments under this Section and seek recovery
for the account of the Borrower upon the Borrower's" request of the Borrower's
expense, provided the Lender in its reasonable determination suffers no appreciable
economic, legal, regulatory or other disadvantage:

(d) Evidence of Payments. As soon as practicable after any payment of Indemnified
-~ Taxes or Other Taxes by the Company, the Bo~~ower or any Restricted Subsidiaryto

a ~overnrnental Authority, the company, the borrower ox such Restricted Subsidiary
shall deliver to the Lender the original or a certified copy of a receipt issued by such
Governmental Authority evidencing such payment, a copy of the return reporting
such payment or other evidence of such payment reasonably satisfactory to the
Lender.

ARTICLE 9
RIGHT OF SETOFF

Section 9.01 Right of Setoff.

If an Event of Default has occurred and is continuing, the Lender and its Affiliates are
hereby authorized at any time and from time to time to set off and apply any and all deposits (general
or special, time or demand, provisional or final, in whatever currency) at any time held and other

~~ ~:~:; o~~ii:~a~ians (in whatevEr currency)' at,any tirr~e..a~?v~;~g:i~y:th~~.L- ender or any such A.ff liate to or fir
~the~~credit or the account of the Company :or a.~y i~testricted Subsidiary against any and all of the
obligations of the Company or any Restricted Subsidiary now or hereafter existing under this
Agreement or any other Credit Document to the Lender, irrespective of whether or not the Lender
has made any demand under this Agreement or any other Credit Document and although such
obligations of the Company or any Restricted Subsidiary rangy be contingent or unmatured or are
owed to a branch or office of the Lender different from the branch or office holding such deposit or
obligated on such indebtedness. The rights of the Lender and its Affiliates under this Section are in
addition to other rights and remedies (including other rights of setoff, consolidation of accounts and
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-- bankers' lien) that the Lender or its respective Affiliates may have. The Lender agrees to promptly
notify the Company after any such setoff and application, but the failure to give such notice shall not
affect the validity of such setofF and application.

ARTYCLE 10
NOTICIES: E~'~ECTNEl~TESS

Section 10.01 Notices, etc.

(a) Notices Generally. Except in the case of notices and other communications
expressly permitted to be given by telephone (and except as-provided' in paragraph
(b) below), all notices and other communications provided for herein sha11 be in
writing and sha11 be delivered by hand or overnight courier service, mailed by
certified or registered mail or sent by telecopier to the addresses or telecopier
numbers specified elsewhere in this Agreement or; if to the Lender, to it at its
address or telecopier number specified in the Register.

Notices sent by hand or overnight courier service, or mailed by certified or registered
mail, shall be deemed to have been given when received; notices sent by telecopier
shall be deemed to have been given when sent (except that, if not given on. a
Business Day between 9:00 a.m. and 5:00 p.m. local time where the recipient is
located, shall be deemed to have been given at 9:00 a.m. on the next Business Day
fox the recipient). Notices delivered through electronic communications to the extent

~ provided iri paragraph (b) below, shall be ~ffe~tive as provid~cl in said paragraph (b).

~" (b) Change of Address, Etc. Any party hereto may change its address or telecopier
number for notices and other communications hereunder by notice to the other
parties hereto.

ARTICLE 11
EXPENSES; INDEMNITY: DATI~IAGE WAIVER

Section 11.01 Expenses; Indexn~nity: Damage Waiver.

(a) Costs and Expenses. The Borrower shall pay (i) all reasonable out-of-pocket
expenses incurred by the Lender, including the reasonable fees,- charges and
disbursements of counsel for the Lender in connection with the preparation,
negotiation, execution, delivery and administration of this Agreement and the other
Crec~i~.nc~cum~nts c~r.any..~~endments, modifications or waivers:~n_f..th:~ nxo~~is~.~ns
hereof~or thereof,(~✓~~~E?~.~~:c~~.~ot the transactions conterriplated.hereb~~-or-~:~h~~~~~<~
shall be consuiizmated), and (ii) all reasonable out-of-pocket expenses incurred by the
Lender including the reasonable lees, charges and disbursements oz counsel, in
connection with the enforcement or protection of its rights in connection with this
Agreement and the other Credit Documents, including its rights under this Section, or
in connection with the Loan n:iade hereunder,. including all such out-of-pocket
expenses incurred during any workout, restructuring or negotiations in respect of the
Loans.
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~! (b) Indemnification by the Company. The Borrower shall indemnify the Lender, and
~ each Related Party of any of the foregoing Persons (each such Person being called an
-~ "Indemnitee") against, and hold each Indemnitee harmless from, any and all losses,

claims, damages, liabilities and related expenses, including the fees, charges and
disbursements of any counsel for any Indemnitee, incurred by any Indemnitee or
~SePrtPra ~gaingt an~~ Tn~P1Y11L}'PP 1J~ ~rZ~ t1Zlrr~ arty ~r li~ the („'nr~~~~~ ~~ µn~

Restricted Subsidiary arising out of, in connection with, ox as a result of (i) the
execution or delivery of this Agreement, any other Credit Document or any
agreement or instnunent contemplated hereby or thereby, the performance or non-
performance by the Company or any Restricted Subsidiary of their respective
obligations hereunder or thereunder or the consummation or non-conslunmation of
the transactions contemplated hereby or thereby, (ii) the Loan or the use or proposed
use of the proceeds therefrom, (iii) any actual or alleged presence or Release of any
Hazardous Substance on or from any property owned or operated by the Company,
the Borrower or any of their Subsidiaries, or any Environmental Liabilities related in
any way to the Company, the Borrower or any of their Subsidiaries, or (iv) any actual
or prospective claim, litigation, investigation or proceeding relating to any of the
foregoing, whether based on contract, tort or any other theory, whether brought by a
third party or by the Company or any Restricted Subsidiary and regardless of
whether any Indemnitee is a party thereto, provided that such indemnity shall not, as
to any Indemnitee, be available to the extent that such losses, claims, damages,
liabilities or related expenses (x) are determined by a court of competent jurisdiction

.~-~ ~ by final and nonappealable judgment to have resulted from the gross negligence or
~ wilful misconduct of such Indemnitee or (y) result from a claim brought by the
__ Company or any Restricted Subsidiary against an Indemnitee for breach in bad faith

of such Indemnitee's obligations hereunder or under any other Credit Document, if
the Company ox such Restricted Subsidiary has obtained a final and nonappealable
judgment in its favour on such claim as determined by a court of competent
jurisdiction, nor shall it be available in respect of matters specifically addressed in
Section 8.01, Section 8.02 and Section 11.01(a).

(c) Waiver of Consequential Aamages, Etc. To the fullest extent permitted by
Applicable Law, the Company and the Borrower shall not assert, and hereby waive,
any claim against any Indemnitee, on any theory of liability, for indirect,
consequential, punitive, aggravated or exemplary, damages (as opposed to direct
damages) arising out of, in connection with, or as a result of, this Agreement, any
other Credit Document or any agreement or instrument contemplateel hereby (or any
breach tl~ereo~, the transactions contemplated hereby or tl~.er~by.; the Loan or the use
of th~~~~ro~,~~:t~ez•EOf .No Indemnitee shall be liable for any-d,~x~:~~~s:arising from
the use by unintended recipients of any information or other materials distributed by
it through telecommunications, electronic or other information transmission systems
in connection with this Agreement or the other Credit Documents or the transactions
contemplated hereby or thereby.

(d) Payments. All amounts due under this Section shall be payable promptly after
demand therefor. A certificate of the Lender setting forth the amount or amounts

~- owing to the Lender or Related Party, as the case maybe, as specified in this Section,
~.:
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including reasonable detail of the basis of calculation of the amount or amounts, and
delivered to the Borrower shall be conclusive absent manifest error.

Al2~Y'ICL)E 12
~UCCESS~RS AND ASSIGNS

Section 12.0 Successors and Assigns.

(a) Successors and Assigns Generally. The provisions of this Agreement shall be
binding upon and inure to the benefit of the parties hereto and their respective
successors and assigns pernutted hereby, except that the Company and the Borrower
may not assign or otherwise transfer any of its rights or obligations hereunder
without the prior written. consent of the Lender and the Lender may not assign or
otherwise transfer any of its rights or obligations hereunder except (i)'to an Eligible
Assignee in accordance with the~provisions of paragraph (b) of this Section, (ii) by
way of participation in accordance with the provisions of paragraph (d) of this
Section, or. (iii) by way of pledge or assigillllent of a security interest subject to the
restrictions of paragraph (fl of this Section (and any other attempted assignment or
transfer by any party hereto shall be null and void). Nothing in this Agreement,
expressed or implied, shall be construed to confer upon any Person (other than the
parties hereto,.their respective successors and assigns permitted hereby, Participants
to the extent provided in paragraph (d) of this Section and, to the extent expressly
contemplated hereby, the Related Parties of the Lender) any legal or equitable right,

~, remedy or claim under or by reason of this Agreement.

(b) Assignments by Lender. The Lender may at any time assign to one or more
Eligible Assignees all or a portion of its rights and obligations under this Agreement
(including all or a portion of the Obligations at the time owing to it); provided that:

(i) except if an Event of Default has occurred and is continuing or in the case of
an assignment of the entire remaining amount of the assigning Lender's
Obligations owing to it or in the case of an assignment to an Affiliate of the
Lender or an Approved Fund with respect to the Lender, the principal
outstanding balance of the Obligations of the assigning Lender subject to
each such assignment shall not be less than $1,000,000, unless the Borrower ~
otherwise consents to a lower amount (each such consent not to be
unreasonably withheld or delayed);

~ii~: each partial assignmeni shall be:m~i~.:.~:s~at~ ~w~~ nent of a proportionate
part of all the assigning Lender's rights a~~: o~iiigations under this Agreement
with respect to the Obligations outstanding;

(iii) any assignment must be approved by the Borrower (such approval not to be
unreasonably withheld or delayed) unless an Event of Default has occurred
and is continuing; and

~ From and after the effective date specified in each Assignment Ind Assumption, the
'' Eligible Assignee thereunder shall be a party to this Agreement and, to the extent of
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_~ the interest assigned by such Assignment and Assumption, have the rights and
obligations of the assigning Lender under this Agreement and the other Credit
Documents, including any collateral security, and the assigning Lender thereunder
shall, to the extent of the interest assigned by such Assignment and Assumption, be
released from its obligations under this Agreement (and, in the case of an
f~S$lb umPnt anr~ ASSL::n~±1C1: C~~JP~1ng all ~f try ~SS1g;',3:1g T ~T1~0T''S 1`ig~:tS u1:C1

obligations under this Agreement, such Lender shall cease to be a party hereto) but
shall continue to be entitled to the benefits of Article 8 and Article 11, and shall
continue to be liable for any breach of this Agreement by such Lender, with respect
to facts and circumstances occurring prior to the effective date of such assignment.
Any assignment or transfer by the Lender of rights or obligations under this
Agreement that does not comply with this paragraph sha11 be treated for purposes of
this Agreement as a sale by the Lender of a participation in such rights and
obligations in accordance with paragraph (d) of this Section. .Any payment by an
assignee to an assigning Lender in connection with an assignment or transfer shall
not be or be deemed to be a repayment by the Borrower.

(c) Assignments Generally. Notwithstanding anything contained herein to the contrary,
should the.Lender, prior to the existence of an Event of Default, assign anyportion of
the Loan to a Person that isnon-resident of Canada (as such term is contemplated by

. the Income Tax Act (Canada)), such assignee shall not be entitled to the benefits of
Section 8.02 if such additional amounts payable thereunder to the assignee would not
be payable if the assignee was not anon-resident of Canada.

' ~ ~ d Partici ations. The Lender may at an time, with the consent of the Borrower__ C) P Y
(other than to an Approved Fund), sell participations to any Person (other than a
natural person, the Borrower or any Affiliate of the Borrower) (each, a
"Participant") in all or a portion of the Lender's rights and/or obligations under this
Agreement (including all or a portion of the Obligations owing to it); provided that
(i) the. Lender's obligations under this Agreement shall remain unchanged, (ii) the
Lender shall remain solely responsible to the other parties hereto for the performance
of such obligations and (iii) the Borrower shall continue to deal solely and directly
with the Lender in connection with the Lender's rights .and obligations under this
Agreement. Any payment by a Participant to the Lender in connection with a sale of
a participation shall not be or be deemed to be a repayment by the Borrower or a new
loan to the Borrower.

Subject to paragraph (e) of this~Section, the Company and-the Borrower agrees that
each Participant shall b~.eaititled te~ft~~~C~~rr~ f~t~:of Article 8 to the same extent as if it
were the Lender and had acquired ids interest by assignment pursuant to paragraph
(b) of this Section. To the extent permitted by Law, each Participant also shall be
entitled to the benefits of Article 8 as though it were the Lender, provided such
Participant is not anon-resident of Canada for purposes of the Income Tax Act
(Canada).
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(e) Lignitations upon Paa-ticipant Rights. A Participant shall not be entitled to receive
any greater payment under Section 8.01 and Section 8.02 than the Lender would

- have been entitled to receive with respect to the participation sold to such Participant:

(~ Certain Pledges. The Lender may at any time pledge or assign a security interest in
all or any portion of its rights under this Agreement to secure obligations of the
Lender, but no such pledge or assignment shall release the Lender from any of its
obligations hereunder or substitute any such pledgee or assignee for the Lender as a
party hereto.

ARTICLE 13
AMENDMENTS ~iD WAIVERS

Section 13.01 Amendments and Waivers

No amendment or waiver of any provision of any of the Credit Documents, nor
consent to any departure by the Company or the Borrower or any other Person from such provisions,
shall be effective unless in writing and approved by the Lender. Any amendment, waiver or consent
shall be effective only in the specific instance and for the specific purpose for which it was given.

Section 13.02 Judgment Currency.

(a) If, for the purposes of obtaining judgment in any curt, it is necessary to convert a
~. sum due to the Lender in any currency (the "Original Currency") into another
~ ~ currency (the "Other ~~rrency"), the parties agree, to the fullest e~t~nt that they
-- may effectively do so, that the rate of exchange used shall be that at which, in

accordance with normal banking procedures, the Lender could purchase the Original
Currency with the Other Currency on the Business Day preceding the day on which
final judgment is given or, if permitted by Applicable Law, on the day on which the
judgment is paid or satisfied.

(b) The obligations of the Company or the Borrower in respect of any sum due in the
Original Currency from it to the Lender under any of the Credit Documents shall,
notwithstanding any judgment in any Other Ctiirrency, be discharged only to the
extent that on the Business Day following receipt b~ the Lender of any sum adjudged
to be so due in the Other Gtiirrency, the Lender may, in accordance with normal
banking procedures, purchase the Original Currency with such Other Currency. If
the amount of the Original Currency so purchased is less than the sum originally due
to the. Lendex ir~:~the ~ri~isza.l Currency, the company or the borrower ~~;~~s,..a~•:a
separate ob~liga~tion~ an.c? r~:c~~cv~~ ~~r~tariding the judgment, to ~ind ify.~tl~~-=I e~~ r•;;:
against any loss, and, if the amount of the Original Currency so purchased exceeds
the sum originally due to the Lender in the Original. Currency, the Lender shall remit
such excess to the Company or the Borrower.

Section 13.03 Entire Ag~eemea~t

' This Agreement amends and restates the Original Credit Agreement, and together
~ with all other Credit Documents constitute the entire agreement between the parties to this
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/ Agreement with respect to the Loan and the other matters contemplated in this Agreement as of the
( date of this Agreement, and supersedes the Original Credit Agreement and all other negotiations and

- discussions, whether oral or written, with respect to the Loan. Nothing in this Agreement shall
constitute. a release ox novation of any indebtedness outstanding under the Original Credit
Agreement.

Section 13.04 Anti-Money Laundering Legislation

The Borrower acknowledges that, pursuant to the Proceeds of Crime (Money
Laundering) and Terrorist Financing Act (Canada) and other applicableanti-money laundering, anti-
terrorist financing; government sanction and "know your client" laws (collectively, including any
guidelines or orders thereunder, "AML Legislation"), the Lender may be required to obtain, verify
and record information regarding the Borrower, the Company and the Restricted Subsidiaries, their
directors, authorized signing officers, direct or indirect shareholders or other Persons in control of
such Persons, and the transactions contemplated hereby. The Borrower shall promptly provide all
such information, including supporting documentation and other evidence, as maybe reasonably
requested by the Lender, or any prospective assignee or participant of the Lender, in order to comply
with any applicable AML Legislation, whether now or hereafter in existence.

ARTICLE 14
GOVERNING LAW; JURISDICTION; ETC.

Section 14.01 Governing Law; Jurisdiction; Etc.

(a) Governing Law. Tlus Ag~-e~ment shall Ue governed Uy, aiid cansti-ued ui
--`'~ accordance with, the laws of the Province of Ontario and the laws of Canada

applicable in that Province.

(b) Submission to Jurisdiction. The Connpany and the Borrower irrevocably and
unconditionally submit, for itself and its property, to the nonexclusive jurisdiction of
the courts of the Province of Ontario, and any appellate court from any thereof, in
any action or proceeding arising out of oz relating to this Agreement or any other
Credit Document, or for recognition or enforcement of any judgment, and each of the
parties hereto irrevocably and unconditionally agrees that all claims in respect of any
such action or proceeding may be heard and determined in such court. Each of the
parties hereto agrees that a final judgment in any such action or proceeding shall be
conclusive and maybe enforced in other juxisdictions by suit on the judgment or in
any other manner provided by law. Nothing in this Agreement or in any other Credit

s~, Do.cu~neni:.shall. aff~rl;.any right that the Lender may.-~the~•ws~l~~v~-~to •bring any
action ~or proe~~dn1g`relating to this Agreement or any o~Yi~r~ Creel7t ~cic~ynent against
the Borrower or its properties in the courts of any jurisdiction.

(c) Waiver of Venue. The Company and the Borrower irrevocably and unconditionally
waive, to the fullest extent permitted by Applicable Law, any objection that it may
now or hereafter have to the laying of venue of any action or proceeding arising out
of or relating to this Agreement or any other Credit Document in any court referred
to in paragraph (b) of this Section. Each of the parties hereto hereby irrevocably
waives, to the fullest extent permitted by Applicable Law, the defence of an
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~~~i~ convenient forum to the maintenance of such action or proceeding in any such
court.

Ay2T~CL~ 15
~VAIVE][~ O~ [TRY TRIAL,

Section 15.01 Waiver of Jury Trial.

Each party hereto hereby irrevocably waives, to the fullest extent permitted by
applicable law, anyright it may have to a trial by jury in any legal proceeding directly or indirectly
arising out of or relating to this Agreement or any other Czedit Document or the transactions
contemplated hereby or thereby (whether based on contract, tort or any other theory), each party
hereto (a) certifies that no representative, agent or attorney of any other person has represented,
expressly or otherwise, that such other person would not, in the event of litigation, seek to enforce
the foregoing waiver and (b) acknowledges that it and the other parties hereto have been induced to
enter into this agreement and the other credit documents by, among other things, the. mutual waivers
and certifications in this Section.

ARTICLE 16
COUNTERPARTS; INTEGRATION; EFFECTIVENESS; ELECTRONIC EXECUTION

Section 16.01 Counterparts; Integration; Effectiveness; Electronic Execution

(a) Counterparts; Integration; Effectiveness. This Agreement may be executed in
counterparts (and by different parties hereto in diffgrgnt counterparts), each of which

~- shall constitute an original, but all of which when taken together shall constitute a
single contract. This Agreement shall become effective when it has been executed
by the Linder and when the Lender has received counterparts hereof that, when taken
together, bear the signatures of each of the other parties hereto. Delivery of an
executed counterpart of a signature page of this Agreement by facsimile or by
sending a scanned copy by electronic mail shall be effective as delivery of a
manually executed counterpart of this Agreement.

(b) Electronic Execution ~ of Assignments. The words "execution," "signed,"
"signature," and words of like import in any Assignment and Assumption shall be
deemed to include electronic signatures or the keeping of records in electronic form,
each of which shall be of the same legal effect, validity or enforceability as a
manually executed signature or the use of apaper-Uased recordkeeping system, as the
•.case.m~.ybe, to the extent and as provided fok ~~. ~~y~p~S13~.able~Law, includingParts
2. ~arid 3 of the Personal Information Protectioya :and ~:d~ct~onic Documents Act
(Canada), the Electronic Commerce Act, 2000 (Ontario) and other similar federal or
provincial laws based on the Uniform Electronic Commerce Act of the Uniform Law
Conference of Canada or its Uniform Electronic Evidence Act, as the case maybe.
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~'~ICLE 17
TItEATNdENT OF C]EkZTr~IN INF012MATION: C011~tFIi)ENTIAI,I~'~'

Section 17.01 ~'reatment of Certain Informat~oxa: Co~a~dentiality.

ll) The Lender agrees to maintain the confidentiality of the Information (as defined
below), except that Information may be disclosed (a) to it, its Affiliates and its and its Affiliates'
respective partners, directors, officers, employees, agents, advisors and representatives (to the extent
necessary to administer or enforce this Agreement and the other Credit Documents) (it being
understood that the Persons to whom such disclosure is made will be informed of the confidential
nature of such Information and instructed to keep such Information confidential), (b) to the extent
requested by any regulatory authority having jurisdiction over it (including any self-regulatory
authority), (c) to the extent required by Applicable Laws included in "Law" or similar legal process,
(d) to any other party hereto, (e) in connection with the exercise of any remedies hereunder or under
any other Credit Document or any action or proceeding relating to this Agreement or any other
Credit Document or the enforcement of rights hereunder or thereunder, (fl subject to an agreement
containing provisions substantially the same as those of this Section, to (i) any assignee of or
Participant in, or any prospective assignee of or Participant in, any of its rights or obligations under
this Agreement or (ii)' any actual or prospective counterparty (or its advisors) to any swap,
derivative, credit-linked note or similar transaction relating to the Company or any Restricted
Subsidiary and its obligations, (g) with the consent of the Borrower or (h) to the extent such
Information (x) becomes publicly available other than as a result of a breach of this Section or (y)
becomes available to the Lender on anon-confidential basis from a source other than the Company
oz any of its Subsidiaries. If the i,ender is requested ox required to disclose any Information pursuant
to or as required by Applicable Laws or by an subpoena or similar legal process, the Lender sha11 use
its reasonable commercial efforts to provide the Borrower with notice of such requests or obligation
in sufficient time so that the Borrower may seek an appropriate protective order or waive the
Lender's compliance with the provisions of this Section, and the Lender shall co-operate with the
Borrower in obtaining any such protective order.

(2) For purposes of this Section, "Information" means all information received from the
Company or any Restricted Subsidiary relating to the Company or any Restricted Subsidiary or any
of its Subsidiaries or any of their respective businesses, other than any such'information that is
available to the Lender on anon-confidential basis prior to such receipt. Any Person required to
maintain the confidentiality of Information as provided in this Section shall be considered to have
complied with its obligation to do so if such Person. has exercised the same degree of care to
maintain the confidentiality ofsuch Information as such Person would accord to its own confidential
izlformation. In addition, the Lender may disclose to any agency or organization that assigns
st~.~;~axd..~de~ification numbers to loan facil ti~~.such-:b~sic~.irrformation describing the facilities
provided hereunder as is necessary to assign unique identifiers (and, if requested, supply a copy of
this Agreement), it being understood that the Person to whom such disclosure is made will be
informed of the confidential nature of such Information and instructed to make available to the
public only such Information as such person normally makes available in the course of its business
of assigning identification numbers.

(3) In addition, and notwithstanding anything herein to the contrary, the Lender may
provide information concerning the Company and its Subsidiaries and the credit facilities established
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herein to Loan Pricing Corporation andlor other recognized trade publishers of information for
general circulation in the loan market.

Section 17.02 USA Patriot ~.ct.

The Lender hereby notifies the Company and the Borrower that pursuant to the
requirements of the USA PatNiotAct (Title III of Pub. L. 107-56 (signed into law October 26, 2001))
(the "Patriot Act"), they are or may be required to obtain, verify and record information that
identifies any of the parties related to this Agreement, which information includes the name and
address of any of the parties and other information that will allow the Lender to identify the parties
in accordance with the Patriot Act.
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yN WYTNESS VV]H[~RICOF, the parties have caused this Agreement to be executed
by their respective authorized officers as of the date first above written.

BMO CAPITAL COR.~~A.TION.

Per:

Per:
Authorized Signing O

Address: BMO Capital Corporation
100 King Street West
First Canadian Place
l lth Floor
Toronto, Ontario
MSX 1A1

Attention: Managing Director

~~_ Telecopier: (416) 867-4108

Credit ,4greement
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STI~UUI)EX FIBRL~ LIIOZ][TED

/ ~ i~

Per:
Autl~oxized Signing Offzcer

Per:

~~~._
Credit Agreement

M'~Ccrrthy Tetrctult LLP DOGS #144571 S

Authorized Signing Officer

Address: 65 Northfield Dr. W.
Waterloo, ON N2J ~J4

Telephone (S19} 884-2310x. 212
Telecopier; (519) 745-861 S

Attention: • Harold Kraus .



'~

Credit Agreement

McCarthy T~trault LLP DOGS l~144571 S

FAITS Il\TC.

Per:
Authorized Signing Officer

Per:
Authorized Signing Officer

Address: 65 Northfield. Dx. W.
Vd~.terloo, ON N2J 4J4

Telephone: (519) 884-2310x. 212
Telacopier: (51 ~) 7A~5-861.5

Attention: Harold Kraus
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THIS AMENDING AGREEMENT made as of fine 7~' day of March, 2011

AMONG:

KR~-1,US INC.

(hereinafter called the "Borrower"),

- anal =

STRUDEX FIBRES LIMITED

(hereinafter called the "Company"),

- and -

BMO CAPITAL CORPORATTON
as Lender

(hereinafter called tke "Lender")

QF THE FIRST PART

OF THE SECOND PART

OF THE THIRD PART

C~ WHER.~AS BQrrowar, the Company and thaLender are parties to an amended and restated
credit agreement-dated as of November 23, 2ff10 (the "Credit Agreement");

AND WHERTAS the parties herefo wish to amend the Credit Agreement;

NOW THEREFORE THIS AGREEMENT WITNESSES THAT in consideration of the
covenants and agreements contained herein and for other good and. valuable consideration, the
parties hereto agree to amend the Credit Agreement as pro~idec~, herein:

Section 1 General

In this Amending Agreement including the recitals} unless otherwise defi~,ed or the context
otherwise:requires, all capitalized terms shall have the respective meanings specified in the Credit
Agreement. Yn tie event ot-a co~c~lict between the terms of this Amending Agreement and ttie Credit
Agreement, the terms of this Amending Agreement shall govern.

Section 2 To be Read with Credit Agreement

This Amending Agreement is an amendment to the Credit A.greemertt. Unless the context of
this Amending Agreement otherwise requires, the Credit Agreement and this Amending Agreement
•shall be read together and shall have. effect ~s if the provisions o~ the Credit Agreement and this
Amending Agreement were contained in one agreement. The term "Agreement" when used in the
Credit Ag~'eement means the Credit Agreement as amended, supplemented or modified from time to
time. Except as sp~cif cally amended by this Amending Agreement, the Credit Agreement s~iall

Cremain in full force and effect and is hereby ratified and confirmed.
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Section 3 Amendments

3.1 Definition-

(a) Section 1.01 of the Credit Agreement is $er~b~ amended by adding the fallowing
defuutions in their proper alphabetical order:

GP~012 Business Plan" means the monthly financial projections of the Company and
the Restricted Subsidiaries for Financial Yeax 2012 (including income statements,
bala~c~ sheets, statements of cash flow, covenant calculations and manag~ment'.s
discussion of ass~nptions and underlying projections.

``A~ending Agreement" means the amending agreement dated March 7, 2011
among the Lender, tlxa Borrower anii the Company.

~~Existing Event of Default" means the failure by the Company to comply as at
December 31 j 2010 with the financial covenants, provided for in Section ~.Q4 of the
credit ~grezm~nt.

~~Fourth Closing Date" means March 7, 2011

(b) Schedule 6.04(d) of~the Credit Agreement is deleted in its entirety.

(c) Section 1.OI of the Credit Agreement is h~r~by amended by adding the following
~ ~ text at the end of the definition of "Adjusted Co~nsolidatetl.EBTTDA":

t`Fo~r greater certainty, the calculation of Adjusted Consolidated ~BITDA sha11
exclude the amount o£ any loss on t he sale of non=prime inventory incurred by the
Company in Financial Yeaz 2011 up.to a maximum o~ $1,000,000 (and any amounts
in excess of $1,000,000 shall be included ~n the calculation ofAdjusted Consolidated
EBITDA)."

(dj Section 6.01(x) of the Credit Agreement is herby amended by delete "and" in
subs8ction (K), d~letintg the "." in subsectiofl (L) and replacing such deletion with
;aid" and adding the fallo~ving new subsections (IVn and (I~:

"(Ivy concurrent with the delivery by the Company of its results for the month
ended October 31, 2011, the Company shall pre}~are and provide to the
Lender a detailed calculation of the covenants provided for in Section
6.04(1)(a), Section 6.04(1)(b) and Section 6.04(1)(c) ofthe~CreditAgreement
for the first three financial quarters of 2011 and a forecast ~f such financial
covenants as ofDecember 31, 2011; and

(I~ on or prior to November 30, 2011, the Company shall deliver to the Lendez
its 2012 Business Plan."

(e). Section 6.03 (h) of the credit Agreement is hereby deleted in its entirety and replaced
as follows:
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"Iuiake oz commit to make orpermit any Restricted Subsidiary to make or commit to
make, any uizfinanced Capital Expendihues other than iw~i~anced Capital
Expenditures in an aggregate amount not to exceed (ij for Fitianciai Year 2011,
$2,000;000, and (ii) for each subsequent Financial Year that amount agreed t~
between the Lender and the Borrower prig to the cor~menceznent of each such
Financial Year."

(fl Section 6.04(d) ofthe Credit Agreement is hereby deleted in its entirety and replaced
as follows:

".(d) Minimum EBITDA. On a cumulative basis for each calendar month in
Financial Year 2011, the Company. shall maintain a minimum Adjusted Consolidated
EBITDA that 7s equal to or greater than the projected monfhly cumulative Adjusted
consolidated EBITDA for each such month pursuant to the 2011 Business Plan as
specified. on schedule A attached to the Amending Agreement, with permitted
negative variance as follows: (i) January 2011: $150,000; fii) ~.ebxuary 2011;
$300,000; (iii) March 2011: $450,000; (iv) Apri12011: $600,000; (v) May 2.011:
$' 50,000; (vii June 2011: $T,000,000; and (vii) July 2011 to and. including
December, 2011: $1,250,000." ' .

(g) Section 6.04 of tiie Creclit Agreement is hereby amended by adding a new subsection
(e) as follows:

j "(e) Temporary Suspension of Certain Financial Covenants. The Lender and
the Borrower agree that the financial covenants provided for in Section 6.04(x),
Section 6.0~(b) arxd Section 6.040) of this A~,reemextt .are, comnaencirig on the
Closing Date, temporarily suspended with such suspension ending on December 30,
201 L. For certainty, each of the foregoing financial covenants will cease' to be
suspended and sha11 thereafter immediately apply.as at December 31, 2011 and for
all times thereafter as provided for in such subsections."

Section 4 Cortsultantis

(a} The Lender is entitled to appoint advisors or consultants (corlectively, the
"Consultants") to the Lender on terms and conditions satisfactory to the Under.
Such Consultaxits may also be appointed to conduct periodic field examinations,
collateral appraisals and verifcation of accounts.

(b) The Borrower and the Company acknowledge and consent to such appointment and
agree to grant access and pxovitle any financial and other information to, and
otliezwise co-operate with; such Consultants.

(c) On a monthly basis, the S~~ior Lenders sY~all provide to the Le~d~r the Ernst &
Young Inc. pre~sared report regarding the Borrowex's financial performance for the
month including, without limitation, such matters as the Borrower's restructuring
initiatives,. financial results, and financial covenants.
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~ (d) At the request of the Lender, the Company will retain a senior resource satisfactory
to the Lender, with significant restructuring e~erience, to assist the Borrower with
the implementation of and reporting on restructuring activities.

(e) The Borrower is liable for.and agrees to pay the Consultants' fees and disbursements
(including tke fees and disbursements of any consultant retained with respect to any
restructutiug).

Section S Waiver of Ezistin~ Default; Reservation of Rich#s

(a) Amendment. This Am,endirig Agreement is limited as specified and the execution,
delivery and effectiveness ofthis Amendin~Agreementshallnot, exceg~as expressly
provided, operate as a raoclification, acceptance or waiver of any provision of the
Credit Agreement or any Credit Document ox any right; power or remedy of the
Lender thereunder.

~(b) .Waiver. The Lender hereby acknowledges the Existing Event of Default and;
su~jec~. ~o the terns a~~, conditions hereof, ~erei~y waives such Eveni or" I7eiault.

(c) Res ~rvation of Rights. Notwithstanding the foregoing or anykhiug contained in this
Amending Agreement to the contrary, the Lender expressly reserves the right to
exercise any and all of its rigY~ts and remedies under the credit Agreement, any
Credit Document and applicable law in respect of any Default or Event of Default
(other than the Existing Event of Default wl~ich hay been waived). The Lender
hereby reserves the right to preserve and protect its interest in the properly st~bj ect to
the Lenfler's security and to take and action that the Lender deems appropriate ~f
circumstances indicate to the Lender that its securiTy is in jeopardy.

Section 6 Representations and Warranties

~a) In order to .induce the Lender to enter into this Amending Agreement, the Borrower
~.nd the CnmpanX represent and" warrant to the Lender as follows, which
representations aid warranties shall survive.tlxe execution and delivery hereof:

(i) tb~~ representations and warranties set forth in Article Five of the Credit
Agreement continue to be true and correct as of the date ~.ereof with
reference to facts subsisting on such date except far these representations and
warranties which spealE to a specific date;

(ii1 all necessary action, ~o~porate or otherwise, has been taken to authorize the
execution, delivery and performance of this ~me~ding Agreement by the
Borrower and the Company. The Borrower and the Company have duly
executed and delivered this Arr~.ending Agreement. This Amending
Agreement is a legal, valid and binding obligation 6f the Borrower and the
Company enforceable against each ofthem by the Lender in accordance with
its terms; and
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(iii) as of the date hereof, no Default or Event of Default exists other than the
Existing Event of Default.

Section'? Conditions Precedent

Tkis Amending Agreement shall not be effective until the Lender is satisfied that the
follawing terms and conditions have been fulf lled:

(a) this Amending Agreement e~cecuted by the Borrower, the Company and the Linder;

(b) no Material Adverse Effect having oECUned;

(c) a certified copy of a fully executed amendment to the Senior Credit Agreement in
form and substance reasonably satisfactory to the Lender;

(d) written confirmation to the Lender from the Senior Agent on behalf of the Senior
Lenders, ~c~nsenting to the execution and delivery by the Borrower and the Company
of this Amending Agreeme~~;

(e) delivery to the Lender of an aclaiowledgement and con$rmation of each Crrantor as
to, inter alia, tlie~ continuing effectiveness of itS guarantee and the Security delivered
by it;

(fl a1Y legal and ~ansulting fees, costs and disbursements including all goods and
services, sales and other tomes) incurred by the Lender including, without limitation,
those of McCarthy T~trault LLP) in connection with the preparation,. negotiation,
comple~tiion, execution, delivery and review of this Amending Agreement shall have
been paid in full;

(g) other~than the Existing Event of Default which has been waived, no Default orEvent
of Default shall be in existence;

(h) certified copies of xesoIutions authorizirxg the enf~ into this Amending Agreement
from each of the Borrower and the Company.; and

(i) copies of such ~urtlier and other documents as required by the Lender, acting
reasonably.

section 8 Release of Claims

The Company and each Restricted Subsidiary each hereby covenants not to bring any
action, application, petition, suit or other proceeding against the Lender, the ~liates or any
Consultants or any other advisors engaged by any of them, or their respective officers directors,
employees; agents, successors ~.nd assigns (the "~teleased Parties") and hereby irrevocably and
unconditionally xelease and forever discharge the Released Parties of and from all manner of
actions, causes of action, suits, debts, liabilities, costs, claims, accountings and. demands, in law,
in equity or otherwise, which each of them may now have or might otherwise be entitled to make
(collectively, the "Claims") for or by any reason ,of any eause~ maffier or thing whatsoever

McCarthy Tetrcrult.LLP DOCS #10042996



~1~

including, without limitation, aria Claims pursuant ta, arising from or in connection with any
tnatters~relating to the affairs among the Lenders and t11e Company and each Restricted
Subsidiary prior to the date hereof, whether in ~onnechon with (a) the Credit Agreement and
Security Documents; (b) the enforcement of the I,ende~'s rights and remedies against the
property, assets and undertaking of the Company and each Restricted Sulisidiary; or (c)
otherwise, save and except for any fraud, wilful misconduct or gross negligence. The Company
aid the Restricted Subsidiairies~ each fiuther undertake, covenant and agree to make no claim and
to take nc~ action or proceeding whatsoever against any person not a party to the release granted
herein that could result in any claim over against the Released Parties, in respect of any and all
matters or things released in this release, or for any form cif contributions, indemnity or other
relief whether arising at law, equity or under the provisions of the Negligence Act R.S.O. 1990 c.
N-1.

Section 9 Continuance of Credit Agreement and S~ecuri

Tie Credit Agreement, as changed, altered, amended or modified by this A~mendinig
Agreement, sha11 be and continue in full force and effect and is hereby confirmed and the rights and
obligations of~ all parties thezeunder shall not .be affected or prejudiced in any manner except as
specifically provided for herein. It is agreed and confirmed that after giving effect to t.~is Amending
Agreement that the Security as it relates to the Borrower secures, in#er al ia, the p~.yment of all of the
obligations of the Borrower including, without limitation, the obligations arising under the Credit
Agreement; as amended by the terms of this Amending Agreement.

Sect~ion.1Q .Further Assurances

EaEh of the Borrower, the Company and the Restricted Subsidiaries shall provide such
further ox additional documents end information including, without tixnitation~ financing st~teanents
~nnd financing change st,~tements, whethar provided f~i in the Credit Documents or otherwise, as the
Lender may require.

Section 11 Counterparts

This Amending Agreement may be executed in any number of separate counterparts
(whether by facsimile, pdf or otherwise), each of which shall be deem~e~. an original. and all of said
counterparts taken together shall be deemed to constitute one and the same .instrument.

Section 12 Governing Law

This Amending Agreemeht. shall ba construed and interpreted in accordance with the laws of
the Province of Ontario and the laws of Canada applicable ~th~rein and each of the parkies hereto
irrevocably ~ttorns to ~e jurisdicfion of the courts of the Province of Ontario.

[Remainder of Wage Intentionally Left Blank]
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TN WXTNESS'WAEREOF the parties hereto' have.executed this Amending Agreement as of
the day and year first above written.

KRAUS INC.

By:

By:

STRUDEX FIBRES LIMITED

B1~10 CAPITAL COR~URATION

fin„ . tc/~ ~i c.._
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SCHEDULE ~

MINIMUM CUMULATIVE ADN~TED CONSOLIDATED EBITDA FOR 2011

Jan Feb 1VIar Eigr 11~Iay Jua Jul rug Sep Oct Nov Dec

Projected Monthly xAdjusted (255) 194 415 ?37 841 1,425 1,307 x,485 1,585 1,525 1,126 716
Consolidated EBITDA

Projected Cumulative Adjusted. (255) (62) 353 1,090 1,931 3,356 4,662 6,147 7,733 9,58 10,384 11,10
Consolidated EBITDA

Permitted Negative Variance 150 300 450 600 750 1,000 1x250 1,250 1,250 .1,250 1,250 1,2 0

Cumulative Adjusted (405) (362} (9~ 490 1,151 2,356 3,412 4,897 6,483 8',008 9,134 9,850
Consolidated EBITDA (covenant
per section 2.b{2))'
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THIS SECOND AMENDING AGREEMENT made as of the l st day of November, 2011

AMONG:

~~'7~i1_.~ ~~L~

(hereinafter called the "Borrower"),

- and —

STRLTI2EX ]FIBRES L]CMI7CED

(hereinafter called the "Company"),

]BAly~ O~ P~~rl ~ RJE~~,
as Lender

(hereinafter called the "Lender")

OF THE FIRST PART

OF TAE SECOND PART

OF THE THIRD PART

WHEREAS Borrower, the Company and BMO Capital Corporation ("BMOCC") are parties
_. to an amended and restated credit agreement dated as of November 23, 2010 as amended on March

7, 2011 (the "Credit Agreement");

AND WHEREAS BMOCC has assigned,all of its righi, title and interest in the Loan and the
Credit Documents to the Lender;

AND WHEREAS the parties hereto wish to further amend the Credit Agreement;

NOW THEREFORE THIS AGREEMENT WITNESSES THAT in consideration of the
covenants and agreements contained herein and for other good and valuable consideration, the
parties hereto agree Yo amend the Credit Agreement as provided herein:

Section 1 General

In this S econd Amending Agreement (including the recitals) unless otherwise defined or the
context otherwise requires, all capitalized terms shall have the respective meanings specified in the
Credit Agreement. In the event of a conflict between the terms of this Second Amending Agreement
and the Credit Agreement, the terms of this Second Amending Agreement shall govern.

Section. 2 To be Read with Credit Agreement

This Second Amending Agreement is an amendment to the Credit Agreement. Unless the
context of this Second Amending Agreement otherwise requires, the Credit Agreement and this

~` Second Amending Agreement shall be read together and shall have effect as if the provisions of the

Second Amending Agreement
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Credit Agreement and this Second Amending Agreement were contained in one agreement. The
term "Agreement' when used in the Credit Agreement means the Credit Agreement as amended,
supplemented or modified from time to time. Except as specifically amended by this Second
Amending Agreement, the Credit Agreement shall remain in full force and effect and is hereby
ratified and confirmed.

Section 3 Amendments

3.1 Definitions

(a) Section 1.01 of the Credit Agreement is hereby amended by adding the following
definitions in their proper alphabetical order:

"August 2011 Default" means the Company's failure to maintain the ininiinum
EBITDA as required pursuant to Section 6.04(d) of this Agreement.

"Second Amending Agreement" means the amending agreement dated November
1, 2011 among the Lender, the Borrower and the Company.

(b) Section 6.04(d) of the Credit Agreement is hereby deleted in its entirety and replaced
as follows:

"(d) Minimum EBITDA. On a cumulative basis for each calendar month in
Financial Year 2011, the Company shall maintain a minimum Adjusted Consolidated
EBITDA that is equal to or greater than the projected monthly cumulative Adjusted
Consolidated EBITDA for each such month pursuant to the 2011 Business Plan as
specified on Schedule A attached to the Second Amending Agreement, with
permitted negative variance as follows: (i) January 2011: $150,000; (ii) February
2011: $300,000; (iii) March 2011: $450,000; (iv) Apri12011: $600,000; (v) May
2011: $750,000; (vi) June 2011: $1,000,000; (vii) July 2011 and August 2011:
$1,250,000; (viii) September 2011 and October 2011: $500,000; and (ix) November
2011: $750,000."

Section 4 Reservation of Rights and Waiver

(a) Amendment. This Second Amending Agreement is limited as specified and the
execution, delivery and effectiveness of this Second Amending Agreement shall not,
except as expressly provided, operate as a modification, acceptance or waiver of any
provision of the Credit Agreement or any Credit Document or any right, power or
remedy of the Lender thereunder.

(b) Reservation of Rights. Notwithstanding the foregoing or anything contained in this
Second Amending Agreement to the contrary, the Lender expressly reserves the right
to exercise any and all of its rights and remedies under the Credit Agreement, any
Credit Document and applicable law in respect of any Default or Event of Default.
The Lender hereby reserves the right to preserve and protect its interest in the
property subject to the Lender's security and to take any action that the Lender

Second Amending Agreement
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deems appropriate if circumstances indicate to the Lender that its security is in
jeopardy.

(c) Waiver. The Lender hereby waives the August 2011 Default.

Section 5 Representations and Warranties

In order to induce the Lender to enter into this Second Amending Agreement, the Borrower
and the Company represent and warrant to the Lender as follows, which representations and
warranties shall survive the execution and delivery hereof:

(a) the representations and warranties set forth in Article Five of the Credit Agreement
continue to be true and correct as of the date hereof with reference to facts subsisting
on such date except for those representations and warranties which speak to a
specific date;

(b) all necessary action, corporate' or otherwise, has been taken to authorize the
execution, delivery and performance of this Second Amending Agreement by the
Borrower and the Company. The Borrower and th,e Company have duly executed
and delivered this Second Amending Agreement. This Second Amending
Agreement is a legal, valid and binding obligation of the Borrower and the Company
enforceable against each of them by the Lender in accordance with its teens; and

(c) as of the date hereof, no Default or Event of Default exists other than the August
2011 Default.

Section 6 Conditions Precedent

This Second Amending Agreement shall not be effective until the Lender is satisfied that the
following terms and conditions have been fulfilled:

(a) this Second Amending Agreement executed by the Borrower, the Company and the
Lender;

(b) no Material Adverse Effect having occurred;

(c) a certified copy of a fully executed waiver and amendment to the Senior Credit
Agreement in foxrn and substance reasonably satisfactory to the Lender;

(d) written confirmation to the Lender from the Senior Agent on behalf of the Senior
Lenders, consenting to the execution and delivery by the Borrower and the Company
of this Second Amending Agreement;

(e) delivery to the Lender of an acknowledgement and confirmation of each Grantor as
to, inter alia, the continuing effectiveness of its guarantee and the Security delivered
by it;

Second Amending Agreement
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(fl all legal and consulting fees, costs and. disbursements (including all goods and
services, sales and other taxes) incurred by the Lender (including, without limitation,
those of McCarthy Tetrault LLP) in connection with the preparation, negotiation,
completion, execution, delivery and review of this Second Amending Agreennent
shall have been paid in full;

(g) other than the August 2011 Default which has been waived, no Default or Event of
Default shall be in existence;

(h) certified copies of resolutions authorizing the entry into this Second Amending
Agreement from each of the Borrower and the Company; and

(i) copies of such further and other documents as required by the Lender, acting
reasonably.

Section 7 Pavment on Subordinate Debt

The Borrower and the Company each hereby acknowledge that neither it nor any of its
Restricted Subsidiaries is permitted to make (nor shall any such parties snake) any payment of
principal or interest in respect of the VTB Subordinated Debt or the Eckhardt Debt.

Section 8 Release of Claims

The Company and each Restricted Subsidiary each hereby covenants not to bring any action,
application, petition, suit or other proceeding against the Lender, the Affiliates or any Consultants or
any other advisors engaged by any of them, or their respective officers, directors, employees, agents,
successors and assigns (the "Released Parties") and hereby irrevocably and unconditionally release
and forever discharge the Released Parties of and from all manner of actions, causes of action, suits,
debts, liabilities, costs, claims, accountings and demands, in law, in equity or otherwise, which each
of them may now have or might otherwise be entitled to make (collectively, the "Claims") for or by
any reason of any cause, matter or thing whatsoever including, without limitation, any Claims
pursuant to, arising from or in connection with any matters relating to the affairs among the Lenders
and the Company and each Restricted Subsidiary prior to the date hereof, whether in connection with
(a) the Credit Agreement and Security Documents; (b) the enforcement of the Lender's rights and
remedies against the property, assets and undertaking of the Company and each Restricted
Subsidiary; or (c) otherwise, save and except for any fraud, wilful misconduct or gross negligence.
The Company and the Restricted Subsidiaries each further undertake, covenant and agree to make no
claim and to take no action or proceeding whatsoever against any person not a party to the release
granted herein that could result in any claim over against the Released Parties, in respect of any and
all matters or things released in this release, or for any form of contributions, indexnnity or other
relief whether arising at law, equity or under the provisions of the Negligence Act R.S.O. 1990
c. N-l.

Section 9 Continuance of Credit Agreement and Security

The Credit Agreement, as changed, altered, amended or modified by this Second Amending
Agreement, shall be and continue in full force and effect and is hereby confirmed and the rights and
obligations of all parties thereunder shall not be affected or prejudiced in any manner except as

Second Amending flgreement
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specifically provided for herein. It is agreed and confirmed that after giving effect to this Second
Amending Agreement that the Security as it relates to the Borrower secures, inter alicc, the payment
of all of the obligations of the Borrower including, without limitation, the obligations arising under
the Credit Agreement, as amended by the teems of this Second Amending Agreement.

Section 10 Further Assurances

Each of the Borrower, the Company and the Restricted Subsidiaries shall provide such
further or additional documents and information including, without limitation, financing statements
and financing change statements, whether provided for in the Credit Documents or otherwise, as the
Lender may require.

Section 11 Counterparts

This Second Amending Agreement may be executed in any number of separate counterparts
(whether by facsimile, pdf or otherwise), each of which shall be deemed an original and all of said
counterparts taken together shall be deemed to constitute one and the same instrument.

Section 1~ ~ Governing Law

This Second Amending Agreement shall be construed and interpreted in accordance with the
laws of the Province of Ontario and the laws of Canada applicable therein and each of the parties
hereto irrevocably attorns to the jurisdiction of the courts of the Province of Ontario.

[Remainder of Page Intentionally Left Blank]

Second Amending Agreement
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IN WITNESS WHEREOF the parties hereto have executed this Second Amending
Agreement as of the day and year first above written.

C

STRUDEX FIBRES LIMITED

By:

Second Amending Agreement
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BANK OF M

~ ~r~y L~lilliarn Fedoryn
BY~ co.,~ ~rrn~~nt P~l~~1ap2~'

Second Amending Agreement
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SCHEDULE A

MINIMUl~'I CUMULATIVE ADJUSTED CONSOLIDATED EBITDA FOR 2011

($000'S Cdn) Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Projected Monthly Adjusted (255) 194 415 737 841 1,425 1,307 1,485 '615 572 387 71G
Consolidated EBITDA

Projected Cumulative Adjusted (255) (62) 353 1,090 1,931 3,356 4,662 6,147 4,599 5,171 5,557 11,100
Consolidated EBITDA

Permitted Negative Variance 1~0 300 450 600 750 1,000 1,250 1,250 500 500 750 1,250

Cumulative Adjusted
Consolidated EBITDA
(covenant per section 2.6(2))

(405) (362) (97)

Second Amending Agreement
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EXECUTION COPY

ASSIGNMENT AND ASSUMPTION AGREEMENT

This Assignment and Assumption (the "Assignment and Assumption") is dated as of the Effective Date

set forth below and is entered into by and between BMO Capital Corporation (the "Assignor") and Bank
of Montreal (the "Assignee"). Capitalized terms used but not defined herein shall have the meanings
given to them in the Credit Agreement identified below (as amended, restated, supplemented or
otherwise modified from time to time, the "Credit Agreement"), receipt of a copy of which is hereby
acknowledged by the Assignee. The Standard Terms and Conditions set forth in Annex 1 attached hereto
are hereby agreed to and incorporated herein by reference and made a part of this Assignment and
Assumption as if set forth herein in full. _

For an agreed consideration, the Assignor hereby irrevocably sells, transfers, conveys and assigns to the
r

Assignee, and the Assignee hereby irrevocably purchases and assumes from the Assignor, subject to and
in accordance with the Standard Terms and Conditions and the Credit Agreement, as of the Effective
Date inserted.by the Administrative Agent as contemplated below (i) all of the Assignor's rights and
obligations in its capacity as a Lender under the Credit Agreement and any other documents,
instruments, notes, certificates and legal opinions delivered pursuant thereto to the extent related to
the amount and percentage interest identified below of all of such outstanding rights and obligations of
the Assignor under the respective facilities identified below (including without limitation any Letters of
Credit and guarantees included in such facilities) (as each such document is amended, restated,
supplemented or otherwise modified from time to time and they arQ collectively referred to as. the
"Documents") and (ii) to the extent permitted to be assigned under Applicable Law, all claims, suits,
causes of action and any other right of the Assignor (in its capacity as a Lender) against any Person,
whether known or unknown, arising under or in connection with the Credit Agreement, any other
documents or instruments delivered pursuant thereto or the loan-transactions governed thereby or in
any way based on or related to any of the foregoing, including, but not limited to, contract claims, tort
claims, malpractice claims, statutory claims and all other claims at law or in equity related to the rights
and obligations sold and assigned pursuant to clause (i) above (the rights and obligations sold and
assigned pursuant to clauses (i) and (ii) above being referred to herein collectively as, the "Assigned
Interest"). Such sale and assignment is without recourse to the Assignor and, except as expressly
provided in this Assignment and Assumption, without representation or warranty by the Assignor.

1. Assignor: BMO Capital Corporation

2. Assignee: Bank of Montreal, an Affiliate of the Assignor

3. Amount Assigned: $10,000,000 in principal plus interest

4. Credit Agreement: means the credit agreement dated as of July 24, 2007 among,
inter alios, Kraus Carpet Mills Limited (predecessor to Kraus Inc.),
as borrower, Strudex Fibres Limited, as guarantor, and BMO
Capital Corporation.

5. Effective Date

9922317_3~Torpocs

November 1, 2011

~% :%



j~

The:terms set forth in this Assignment ar~d Assumption are hereby agreed to:

BMO CAPITAL CORPOE2AT1

By:
Name:3`~v~ sorn~2vr[.c~
Title: ~P-~~ DES'

BANK OF MO

By:
Name: •~r:n ~~[.sE~

Tit~e: C~L'.t~"".°.61T~ ~Or-4:ht..~L'~- ~tJtSeO/J

l'' S ~-

hIAF'~1~'.: KY1Ttti1'(:Y J~i~. (yj'~~: •f~'til(~~ICSC»-J

iri..e: i~$s-r. ct~:PcXAf~ 5~c~-~rflR`f
'c3A tai K. qF Mt7►~t P.~ AL

Error) Unbwwn document property name.



ANNEX 1

1. DEFINITIONS

Whenever used in this Assignment and Assumption, "Assignment and Assumption" means this assignment

and transfer agreement, iriclutling all schedules; annexes and related acknowledgements, consents and

confirmations, and all amendments or restatements, as permitted, and references to "Section" mean the

specified Section ofthis Assignmerit and Assumption.

2. CERTAIN RULES OF INTERPRETATION

In this Assignment and Assumption:

A. Governing Law —This Assignment and Assumption 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 in the

Province of Ontario.

B. Headings — Headings of Sections are inserted for convenience of reference

only and do not affect the construction or'interpretation of this Assignment

and Assumption.

C. Including — Where the word "including" or "includes" is used in this

Assignment and Assumption, it means "including (or includes) without

limitation".

D. ~ Number and Gender — Unless the context otherwise requires, words

importing the singular include the plural and vice versa and words

importing gender include all genders.

E. Statutory references — A reference to a statute includes all regulations and

rules made pursuant to such statute.

3. ASSUMPTION OF OBLIGATIONS PURSUANT TO DOCUMENTS

For good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged by the

Assignee, the Assignee agrees to be bound by each and every one of the Documents as if it were an original

pariy th~rEto. Tile ~oregGirg assu~rpti~n and agreement is also made for the benefit of the parties to the

Documents other than the Assignor.

4. FURTHER ASSURANCES

The Assignor and the Assignee shall with reasonable diligence do all such things and provide all such

reasonable assurances as may be required to consummate the transactions contemplated by this

Assignment and Assumption and each signatory hereto shall provide such further documents or

instruments to any other signatory hereto as may be reasoriably necessary or desirable to effect the

purpose of this Assignment and Assumption and carry out its provisions.

5. PRECONDITIONS TO TRANSFER

This Assignment and Assumption shall not constitute an assignment or attempted assignment of any

Document which is not assignable without the consent or approval of any third party and such consent or
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approval has not been obtained. Such Documents shall be held in trust for the Assignee and performed by

th'e Assignee in the name of the Assignor, and all benefits derived thereunder shall be for the account of

the Assignee. The Assignee shall indemnify and save harmless the Assignor from and against all liabilities of

every nature and kind arising out of or in any way connected with the performance by the Assignee in the

name of the Assignor of any such Documents not assigned to the Assignee.

6: OTHER COVENANTS OF THE PARTIES

6.1 Grant of Power of Attorney

A. Effective as . of the date of this Assignment and Assumption, the Assignor
irrevocably constitutes and appoints the Assignee and any director or officer of the
Assignee, its successors and assigns, as the true and laviful attorney of the Assignor
for and in the name of or otlierwise on behalf of the Assignor with full power of
substitution to execute all deeds, documents, instruments and agreements and to
perform all acts, matters and things whatsoever necessary or desirable to effect the
purpose of this Assignment and Assumption and for any other purposes which may
arise subsequent to the dissolution of the Assignor.

B.. Thy povvQr of attorney set forth above Bs granted by t"e Assignor to the Assignee i~
contemplation of the liquidation and dissolution of the Assignor, and such power of
attorney being coupled with an interest shall not be revoked by the dissolution,

liquidation or other termination of the existence of the Assignor or for any other

reason.

7. GENERAL

7.1 Enurement

This Assignment and Assumption enures to the benefit cif anti is binding upon the signatories hereto and

their respective successors (including any successor by reason of amalgamation of any signatory) and

permitted assigns.

73 Third Parties

This Assignment and Assumption is not intended to and shall not be construed to create any rights in any

persons other than the Assignor and the Assignee, and no person shall assert any rights as a third-party

beneficiary hereunder.

7.3 Amendment

No amendment, supplement or modification of this Assignment and Assumption is binding unless executed

in writing by the party to be bound thereby.

7.4 Execution and Delivery

This Assignment and Assumption may be executed by the signatories hereto in counterparts and may be

executed and delivered by facsimile and all such counterparts and facsimiles together constitute one and

the same agreement.
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ACKNOWLEDGEMENT, CONSENT AND CONFIRMATION OF SECURITY

T0: BANK OF MONTREAL

AND TO: BMO CAPITAL CORPORATION

The undersigned hereby acknowledges and consents to the foregoing assignment by the
Assignor tb the Assignee.

The undersigned hereby confirms to and in favour of the Assignee and agrees that it
continues to be bound by the provisions of all security documents given by it in connection with the

Loan (as each' such security document may be amended, restated, renewed, replaced, supplemented or

otherwise modified from time to time) and that each such security document remains in full force and

effect, continues to be binding upon it and continues to secure payment of all present and future, direct

and indirect, absolute or contingent, indebtedness, liabilities and obligations owing by it from time to

time..

The undersigned agrees to execute and deliver all such further agreements, documents

and assurances at any'timeand from time to time as the Assignee may consider necessary or desirable

in connection with.tlie foregoing.

DATED as of the 15t day of November, 2011.

KRAUS INC.

'~~

ay:
Name: ✓~ ~.C~~1C2L
l`itle: ~'1C~►~

By: _
Name:
Title:

Signature Page -Assignment and Transfer from BMOCC to BMO —Kraus
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ACKNOWLEDGEMENT, CONSENT AND CONFIRMATION OF GUARANTEE AND SECURITY

TO: BANK OF MONTREAL

AND TO: B(V10 CAPITAL CO~ftPORATION

Each uridersigrred hereby acknowledges and consents to the foregoing assignment by

the Assignor to the Assignee.

Each undersigned hereby acknowledges and confirms to and in favour of the Assignee

that all guarantees given by it in connection with the Loan shall continue to stand as guarantees of all

present and future indebtedness, liabilities and obligations, direct or indirect, absolute or contingent,

now or at any time and from time to time hereafter due or owing by the Borrower.

Each undersigned hereby confirms to and in favour of the Assignee and agrees that it

continues to be bound by the provisions of all security doCUments given by it (as each such security

document may be amended, restated, renewed, replaced, supplerimented or otherwise modified from

time t~ tune) and ghat each such security docuriieni remains in full force and effect, continues to be

binding upon it and continues to secure payment of all present and future, direct and indirect, absolute

or contingent, indebtedness,, liabilities and obligations owing by it from time to time including, without

limitation, under the aforementioned guarantees and any other guarantees now or hereafter delivered

by it in connection with the Loan.

Each undersigned agrees to execute and deliver all such further agreements, documents

~-•-• and assurances at any time and from time to time as the Assignee may consider necessary or desirable

in connection with the foregoing.

DATED as of the 1St day of.November, 2011.

KRAUS USA, INC.

By:
Name:~C~
Title: C~"~CUV

By: _

Name:
Title:

Signature Page — Assignment and Transfer from BMOCC to BMO —Kraus



STRUDEX FIBRES LIMITED

C~.

By: :::... ... ..
Na me: t~p~ ~C,,C~ZC1!C~{

Title: ~1G11 ~'

By:

Name:

Title:

ANNELEEN ECKHARDT HOLDINGS LIMITED

Y
Name:1l~.~d
Title: ~~esl i~'~~

By:

Name:

Ti"tle:

KRAUS CANADA INC.

By:

Name:

Title:

538626 .C. LTD.

By:

Name: ~~ ~~q~~"

Title: ~►'

By: _

Name:

Title:
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BARRETT CARPET MILLS, INC.

gy; ~" o ~~%~Y

Name:~~~~{ ~0([{~cf

Title: p~►~~d-D~

By: _

Name:

Title:

IVO HS~ATE CARPET MILLS PTY LTD ,

By: c%~~'

Na me: ,(~ ~~E~Cfc~
Title: ~~~~

By:

Name:

Title:

ANNELEEN ECKHARDT

V~ Y~V l~-~ l

WITNESS

V "

HAROLDECK DT

wirN
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-_ THIS TIEIIRD AMENDING AGREEMENT' made as of the 15th day of December, 2011

AMONG:

KRAUS TNC.

(hereinafter called the "Borrower"),

- and —

STRUDEX FIBRES LIMITED

(hereinafter called the "Company"),

...

BANK OF MONTREAL
as Lender

(hereinafter called the "Lender")

OF THE FIRST PART

OF THE SECOND PART

OF THE THIRD PART

WHEREAS Borrower, the Company and SMO Capital Corporation ("BMOCC") are parties
to an amended and restated credit agreement dated as of November 23, 2010 as amended on Maroh
7, 2011 and November 1, 2011 (the "Credit Agreement");

AND WHEREAS BMOCC has assigned all of its right, title and interest in the Loan and the
Credit Documents to the Lender;

AND WHEREAS the parties hereto wisk~ to further amend the Credit Agreement;

NOW THEREFORE THIS AGREE+ MENT'WITNESSES THAT in consideration of the
covenants and agreements contained herein and for Qther good and valuable consideration, the
parties hereto'agree to amend the Credit Agreement ~s providexi herein:

Section 1 General

In this Third Amending Agreement (including the recitals) unless otherwise defined or the
context otherwise requires, all capitalized terms shall have the respective meanings specified in the
Credit Agreement. In the event of a coxiflict between the terms ofthis Thiz~d Amending Agreement
and the Credit Agreement, the terms of this Third Amending Agreement shall govern.

Section 2 To be Read with Credit Agreement

This Third Amending Agreement is an amendment. to the Credit Agreement. Unless the
context of this Third Amending Agreement otherwise requires, the Credit Agreement and this Third
Amending Agreement shall be read together and shall have effect as if the provisions of the Credit

McCarthy Tetrault LLP DOCS #11040803



J~~
-2-

Agreement and this Thi.xd Amending Agreement were contained in one agreement. The term
"Agreement" when used in the Credit Agreement means the Credit Agreement as amended,
supplemented or modified from time to time. Except as specifically amended by this Third
Amending Agreement, fhe Credit Agreement shall remain in fall force and effect and is hereby
ratified and confirmed.

Section 3 Amendments

3.1 Definitions

(a) Section 1.01 of the Credit Agreement is Hereby amended by adding the following
defuutions in their proper alphabetical order:

""Third Amending Agreement" mea.~s the amending agreement dated
December 15, 2011 among the Lender, the Borrower and the Company.

"Fifth Closing Date" means December 15, 2011."

(b) Section 6.04 of the Credit Agreement is hereby amended by adding a new subsection
(e) as follows:

"(e) Temporary Suspension of Certain Financial Covenants. The Lender and
the Borrower agree that the financial covenants provided for in Section 6.04(a),
Section 6.04(b) and section 6.04(c~ of this Agreement are, commencing on the Fifth

'~ Closing Date, temporarily suspended with such suspension ending on January 30,
1-= 2012. For certainty, each of the foregoing fuiancial covenants will cease to be

suspended and shall thereafter immediately apply as at January 31, 2012 and for all
tunes thereafter as provided for in such subsections."

(c) Section 6.04(d) of the Credit Agreement is hereby deleted in ifs entirety and replaced
as follows:

"(d) IVlinimnm EBITDA. On a cumulative basis for each calendar month in
Financial Year 2U11, the Company shall maintainami„~mum Adjusted Consolidated
EBITDA that is equal to or greater than the prof ected monthly cumulative Adjusted
Consolidated EBITDA for each such month pursuant to the ZO11 Business Plan as
specified on Schedule A attached to tb~e Third Amending Agreerbent, with permitted
negative varriance as follows; (i) January 2011: $150,000; (ii) February 2011:
$300;000; (iii)1Vlarch 2011: $450,000; (iv) Apri12011: $600,000; (v) May 2011:
$750,000; (vi) June 2011: $1,000,000; (vu) July 2011 and August2011: $1,250,000;
(vui) September 2011 and October 20~ 1: $500,000; and (ix) November'2011 and
December 31, 2011: $750,000."

Section 4 Reservation of Rights and Waiver

(a) Amendment. This Third Amending Agreement is limited as specified and. the
execution, delivery and effectiveness of this Third Amending Agreement shall not,
except as expressly provided, operate as a modification, acceptance or waiver of any
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provision of the Credit Agreement or any Credit Document or any right, power or
remedy of the Lender thereunder.

(b) Reservation of Rights. NotwithsYandin~ the foregoing or anykhing cont~vned iti this
Third Amending. Agreement to the ~ontrazy, the Lender expressly reserves the right
to exercise any and all of its rights and remedies under the Credit Agreement, any
Credit Document and applicable law in respect of any Default or Event of Default.
The Lender hereby reserves the right to preserve and protect its interest in the
property subject to the Lender's security and to take any action that the Lender
deems appropriate if circumstances indicate to the Lender that its security is in
jeopardy.

Section 5 Representations and Warranties

In order to induce the Lender to enter info this Third Amending Agreement, the Borrower
and the Company represent and warrant to the Lender as follows, which representations and
warranties shall survive the execution and delivery hereof

(a) the representations and ~varran~ies set forth in Article Five of the Credit Agreement
continue to be true and correct as ofthe date hereof with reference to facts subsisting
on such date except for those representations and warranties which speak to a
specific date;

(b) all necessary action, corpo~tate or otherwise, has been taken to authorize the
k~ execution, delivery and performance of this. Third Amending Agreement by the~. ,

Borrower and the Company. The Borrower and the Company have duly execut~~i
and delivered this Third Amending Agreement. This Third .Amending Agreement is
a legal, valid and binding obligation of the Borrower and fhe Company enforceable
against each of them by the Lender in accordance with its terms; and

(c) as of the date hereof, no Default or Event of Default exists.

Section 6 Conditions Precedent

This Thud Amending Agreement shall not be effective until the Lender is satisfied that the
following terms and conditions have been fulfilled:

(a) this Third Amending Agreement executed by the Borrower, the Company and the
Lender;

(b} no Material Adverse Effect having occurred;

(c) a certified copy of a fully executed waiver and amendment to the Senior Credit
Agreement in form and substance reasonably satisfactory to the Lender;

(d) written confirmation to the Le~d~r from the Senior Agent on behalf of the Senior
Lenders, consenting to the execution and delivery by the Borrower and fhe Company
of this Third Amending Agreement;
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(e) delivery. to the Lender of an acknowledgement and confirmation of each Grantor as
to, inter alia, the continuing effectiveness of its guarantee and the Security delivered
by it;

(fl all legal and consulting fees, casts and disbursements (including all goods and
services, sales and other taxes) incurred by the Lender (including, without limitation,
those of McCarthy Tetrault LLP) in connection with the preparation, negotiation,
completion, execution, delivery and review of this Third Atn~nding Agreement shall
have been paid in fizll;

(g) no Default or Event of Default shall be in existence.;

(h) certified copies of resolutions authorizing the entry into this Third Amending
Agreement from each of the Borrower and the Company; and

(i) copies of such further and other documents as required by the Lender, acting
reasonably.

section 7 Payment on Subordinate Debt

The Borrower and the Company each hereby acknowledge that neither it nor any of its
Restricted Subsidiaries is permitted to make (nor shall any such parties make} any payment of
principal or interest in respect of the VTB Subordinated Debt or the Eckhardt Debt.

Section 8 Release of Claims

The Company and each. Restricted Subsidiary each hereby covenants not to bring any action,
application, petition, suit or other proceeding against the Lender, the Affiliates ar any Consultants or
any othex advisors engaged b;~ any ofthem, or their respective officeYS, directors, employees, agents,
successors and assigns (the "Released Parties") and hereby irrevocably and unconditionally release
and forever discharge the Released Parties of and from all manner of actions, causes of action, suits,
debts, liabilities, costs, claims, accountings and demands, ~n law, in equi~y or otherwise, which each
of them may now have or might otherwise be entitled to make (collectivelq, the "Claims"} for or by
any reason of any cause, matter or thing whatsoever including, without limitation, auy Claims
pursuant to, arising from or in connection with any matters relating fo the affairs among the Lenders
and the Company and each Restritcted Subsidiary priort~ the date hereof, whether in connection with
(~) the Credit Agreement and Secuzity Documents; (b) the enforcement of the Lender's rights and
remedies against the property, assets and undertaking of the Company and'each Restricted
Subsidiary; or (c) otherwise, save and except for any fraud, wilful misconduct or gross negligence.
The Company and the Restricted Subsidiaries each fuxther undertake, covenant and agree to make no
claim and to take no action or proceeding whatsoever against any person not a party to the release
granted herein th~.t could result in any claim over against the Released Parties, in respect of any and
all matters or things released in this release, or fox auy form of co~tcib~.:tions, indemnit; or gther
ielief whether arising at law, equity or under the provisions of the Negligence Act R.S.O. 1990
c. N-I.
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CSection 9 Continuance of Credit Agreement and Security

C

The Credit Agreement, as changed, altered, amended or modified b~ this Third Amending
Agreement, shall, be and continue in full force anti effect and is hereby confirmed and the rights and
obligations of all parties thereunder shall not be affected ox prejudiced in any manner except as
speci~caily provided for. herein. It is agreed and confirmed that after giving effect to this Third
Amending Agreement that the Security as it relates to the Bozrower secures, inter alga, the payment
of all of ~e obligations of the Borrower including, without limitation, the obligations arising under
the Credit Agreement, as amended by the tens of this Third Amending Agreement.

Section 10 Default Under Senior Credit Agreement

The parties hereto acknowledge and agree that fine occurrence of a default under the Senior
Credit Agreement caused by the August 31, 2011 Financial Covenant Event of D~fau7t (as defined in
the limited purpose waiver and amendment agreement dated as of the datehereof among, inter alia,
the Borrower, the Cozripany, the Senior Agent and the Senior Lenders) sha11 immediately result in a
Default under the Credit Agreement.

Section 11 Further Assurances

Each of the Borrower, the Gompan.y and the Restricted Subsidiaries shall provide such
further or additional documents and information including, without limitation, financing statements
and financing change statements, whether provided for in the Credit Documents or otherwise, as the
Lender may require.

Section 12 Counterparts

This Third Aanending Agreement may be executed in any number of separate counterparts
(whether by facsimile, pdf or otherwise), each of which shall be deemed an original and all of said
counterparts taken together shall be deemed to constitute one and the same instrument.

Section 13 Governing Law

This Third Amending Agreement shall be construed and interpreted in accordance with the
laws of the Province of Ontario and the laws of Canada applicable therein and each of the parties
hereto irrevocably attorns to the jurisdiction of the courts of the Provi~tce of Ontario.

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WIIEREOF the parties hereto have executed this Third Amending
Agreement as of the day and year first above written.

Second Amending Agreement

McCart{zy Tetruult LLP DOCS #11040803

KRAUS INC.

By: -̀~

S'~RUDEX FIBRES LYMTTED



B~ of ~o

By: ~,~_ ~, .
C go. William Fedaryn

gy. ~ arr ccount Mana ~r

McCarthy TEtraul: LLPLcn.S X11003803C~
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SCHEDULE A
U"~

NIlNIMUM CUlVIULATIVE~ ADJUSTED C4NSOLIDA.TED EBTTDA FOR 2011 ~"~• J

(~000'S Cdn) Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Projected Monthly Adjusted (255) 194 415 737 841 1,425 1,307 1,485 615 572 387 (24)
Consolidated EBITDA

Projected Cumulative Adjusted (255) (62) 353 1,.090 1,931 3,356 4,662 6,147 4,599 5,171 5,557 5,533
Consolidated EBITDA

Permitted Negative ~Iariance 150 300 450 600 750 1,000 1,250 1,250 500 S00 750 750

Ciunulative Adjusted {405 (362) (9~ 490 1,181 2,356 3,412 4,897 4,099 4,671 4,807 4,'783
Consolidated EBITDA
(covenant per section 2.6(2))
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~ THIS FOURTH .AMENDING AGREEIl~ENT made as of the 31$` day of January, 2012
1. ~;

AMONG:

KRAUS INC.

(hereinafter called the "Borrower"),

- and —

STRUDEX FIBRES LIMITED

(hereinafter called the "Company")

- and -

BANK OF MONTREAL
as Lender

(hereinafter called the "Y,ender")

~~~- ~ S

~~ ~ ~~
~2ST PART.;

COND PART

OF THE THIRD PART

WHEREAS Borrower, the Connpany and BMO Capital Corporation ("BMOCC")are parties
to an amended and restated credit agreement dated as of November 23, 2010 as amended on

~-'' March 7, 2011, November 1, ZQ11 and December 15, 2011 (the "Credit Agreement");

AND WI~REAS BMOCC has assigned all of its right, title and interest inthe Loan and the
Credit Documents to the Lender;

AND WHEREAS the parties hereto wish to further amend the Credit Agreement;

NO'yV THEREFORE THIS AGREEMENT WITNESSES THAT iri consideration of the
covenants and agreements contained herein and for other good and valuable consideration, the
parties hereto agree to amend the Credit Agreement as provided herein:

~~~tioa~ 1 ~'~a~~r~!

7n this Fourth Anclending Agreement (including the recitals) unless otherwise .defined or the
context otherwise requires, all capitalized terms shall have the respective meanings'specified in the
Credit Agreement. In the event of a conflict between the terms ofthis Fourth Amending Agreement
and the Credit Agreement, the terms of this Fourth Amending Agreement shall govern.

Section 2 To be Read with Credit Agreement

This Fourth Amending Agreement is an amendment to the Credit Agreement. Unless the
context of this Fourth Amending Agreement otherwise requires, the Credit Agreement and this
Fourth Amending Agreement shall be read together and shall have effect as if the provisions of the
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Credit Agreement and this Fourth Amending Agreement were contained in one agreement. The Perm
~~ "Agreement" when used in the Credit Agreement means the Credit Agreement as amended,

supplemented or modified from time to time. Except as specifically amended by this Fourth
Amending Agreement, the Credit Agreement shall remain in full force and effect and is hereby
ratified and confirmed.

Section 3 Amendments

3.1 Definifiions

(a) Section 1.01 of the Credit Agreement is herebX amended by adding the following
definitions in their proper alphabetical order:

""Fourth Amending Agreement" means the amending agreement dated January 31,
2012 among the Lender, the Borrower and the Company.

"January 2012 Limited Purpose Waiver" means the limited purpose waiver and
amendment agreement dated as of January ~ 1, 2012 among, inter alia, the Company,
the Borrower and National Bank of Canada as administrative agent.

"Sixth Closing Date" means January 31, 2012."

(b) section 6.04 of the Credit Agreement is hereby amended by adding a new subsection
fie) ~s follows:

"(e) Temporary Suspension of Certain Financial covenants. ̀The Lender and
~~ the Borrower agree that the financial covenants provided for in Section 6.04(a),

section 6.04(b) and Section 6.Q~(c) of this Agreement are, commencing on the Sixth
losing Date, temporarily suspended with such suspension ending on February 29,

2012. For certainty, each of the foregoing financial covenants v~ill cease to be
suspended and shall thereafter immediately apply as at Maxch 1, 201 and for all
times thereafter as provided for in such ~ubsectio~~s."

(c) Section 6.04(d} of the Credit Agreement is hereby deleted in its entirety and replaced
as follow:

"(d) Minimum EBYTDA. On a cumulative basis far each calendar month itz the
first fiscal Quarter of Financial Year X012, the Company shall maintain a minimum
Adjusted Consolidated EBITDA that is equal to or greater than the prof ected monthly
cumulative AdjustEd Consolidated EBITDA for each such month as specified nn
Schedule A attached to the Fourth Amending Agreement, with permitted negative
variance as follows: (i) January 2012: $350,000; (ii) February 2012: $500,000; and
(iii) March 2p12; $604,000."

Section 4 Reservation of Rights and Waiver

(a) Amendment. This Fourth Amending Agreement is limited as specif ed and the
execution, delivery and effectiveness t~f this Fourth Amending Agreement shall'not,
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except as expressly provided, operate as a modif cation, acceptance or waiver of any
~ provision of the Credit Agreement or ariy Credit Document or any right, power or

remedy of the Lender thereunder.

(b) Reservation of Rights. Notwithstanding tbeforegoing or anything contained in this
Fourth Amending Agreement to the contrary, the Lender expressly reserves the right
to exercise any and all of its rights and remedies under the Credit Agreement, any
Credit Document and applicable law in respect of any Default or Event of Default.
The Lender hereby reserves the right to preserve and protect its interest in the
property subject to the Lender's ~ security and to take any action that the Lender
deems appropriate if circumstances indicate to the Lender that its security is in
jeopardy.

Section 5 Representations and Warranties

Tn order to induce the Lender to enter into this Fourth Amending Agreement, the Borrower
and the Company represent and warrant to the Lender as follows, which representations and
warranties shall survive the execution and delivery hereof:

(a) the representations and warranties set forth in Article five of the Credit Agreement
continue to be true and correct as of the date hereof with reference to facts subsisting
on such date except for those representations grid warranties which speak to a
specific date;

(b) all necessary action, corporate or otherwise, has been taken to authorize the
\,,,,,.f` execution, delivery and performance of this Fourth Amending Agreement by the

Borrower and the Company. The Borrower and the Company have duly executed
and delivered this Fourth Amending Agreement. This Fourth 1~mending Agreement
is a legal, valid and binding obligation of the Borrower and the Company enforceable
against each of them by the Lender in accordance with its terms; anti

(c) as of the date hereof, no Default or Event of Default exists.

Section 6 Covenant

The Company and the Borrower hereby covenant to prt~vide from time to time such
information and documentation requested by the Lender with respect to each ofthe matters pursuant
to which the Company has covenanted in Section 8 of tha January 2012 Limited Purpose Waiver.

Section 7 Conditions Precedent

This Fourth Amending Agreement shall not be effective until the Lender is satisf ed that the
following terms and conditions have been fulfilled:

(a) this Fourth Amending Agreement executed by the Borrower, the Company and the
Lender;

(b) no Material Adverse Effect having occurred.;

~._.
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(c) a certified copy of a fully executed waiver and amendment to the Senior Credit
~~ Agreement in form and substance reasonably satisfactory to the Lender;,

(d) written confirmation to the Lender from the Sezuor Agent on behalf of the senior
Lenders, consenting to the execution and delivery by the Borrower and the Company
of this Fourth Amending Agreement;

{e) delivery to the Lender of ~n acknowledgement and confirmation of each Grantor as
to, infer alia, the continuing effectiveness of its guarantee and the Security delivered
by it;

(~ all legal and consulting fees, costs and disbursements (including all goods and
services, sales and other taxes) incurxed by the Lender (including, without limitation,
those of McCarthy Tetrault LLP) in connection v~ith the preparation; negotiation,
completion, execution, delivery and review of this Fourth Amending Agreement
shall have been paid in full;

(g) no Default or Event of Default shall hP ir. existence;

(h) certified copies of resolui~ons authorizing the entry intd this Fourth Amending
Agreement from each of the Borrower and the Company; and

(i} copies of such further and. other documents as required by the Lender, acting
reasonably,

Section 8 Payment on Subordinate Debt

The Borrower and the Company each hereby acknowledge that neither it nor any of its
Restricted Subsidiaries is permitted to make (nog shall any such parties make) any payment of
principal or interest in respect of the VTB Subordinated Debt or the Eckhardt Debt.

Section 9 Release of Claims

The Company and each Restricted Subsidiary each hereby covenants not to bring any action,
application, petition, suit or other proceeding agaYnst the Lender, the ~liates or any Consultants or
any other advisois engaged 1~y any of them, or their respective officers, directors, employees; agents,
successors and assigns-(the "Released Parties") and hereby irrevocably and unconditionally release
and forever discharge the Released Parties of and from all manner of actions, causes of action, suits,
debts, liabilities, costs, claims, accountings and demands, in law, in equity or otherwise, which each
of them may now have ~r might othervwise be entitled to make (collectively, the "Claims") for or by
any reason of any cause, matter or thing 'whatsoever including, without limitation, any Claims
pursuant to, arising from or in connectit~n with any matters relating to the affairs among the Lenders
~.nd.the Company and each Restricted Subsidiary prior to ~h~ ~1ats hPrPQf, uwhether ~r. c~nn~cti~n with
(a) the Credit Agreement and Security Documents; (b) the enforcement of the Lender's rights and
remedies against the property, assets and undertaking of the Company and each Restricted
Subsidiary; or (c) otherwise, save and except for any fraud, wilful misconduct or gross negligence.
The Company and the Restricted Subsidiaries each further undertake, covenant and agree to make no
claim and to take no action or proceeding whatsoever against any person not a party to the release
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granted herein that could result in any claim over against the Released Parties, in respect of any and
all masters or things released in phis release, or for any form of contributions, indemnity or other
relief whether arising at law, equity or under the provisions of the Negligence Act R.S.O. 1990
c. N-1.

Section 10 Further Assurances Relating to Security

If the Lender determines that a Credit Document or a Security Document (or a transaction
related to a Credit Document or Security Document) is or contavns a security interest, each Grantor
agrees (at the cost of the Borrower) to promptly do anything (including amending any Credit
Document ox Securify Document or executing any new document) which the Lender reasonably
require for the purposes off: (i~ ensuring that the security interest is enforceable, perfected including,
where possible, by control in addition to registration) and otherwise effective, (ii) enabling the
Lender to apply for registration, or give any notif cation, in connection with the security interest sa
that the security interest has the priority required'by the Lender, or (iii) enabling the Lender to
exercise rights in connection -with the security interest.

Section 11 Continuance of Credit Agreement and Security

The Credit Agreement, as changed, altered, amended or modified by this Fourth Amending
Agreem~r~t, shall be and continue in full force an,d effect and is hereby confirmed and the rigk~ts and
obligations of all parties thereunder shall not be affected or prejudiced in any manner except as
specifically provided for herein. It is agreed and confirmed that after giving effect to this Fourth
Amending Agreement that the Security as it relates to the Borrower secures, inter aria, the payment
of all of the ~bJig~tic~ns of the Borrower including, without limitation, the obligations arising under

\_ . the Credit Agreement, as amended by the terms of this Fourth Amending Agreement.

Section 12 Default Under Senior Credit Agreement

The parties hereto acknowledge and agree that the ocCuixence of a default under the Senior
Credit Agreement caused by the August 31, 2011 Financial Covenant Event of Default (as defined in
the January 2012 Limited Purpose Waiver) shall immediatelyresult in an Event of Default undez the
Credit Agreement without the requirement of any further notice or action.

Section 13 Further Assurances

Each of the Borrower, the. Company and the Restricted Subsidiaries shall provide such
further or additional documents and information including, without limitation, financing statements
and financing change statennents, whether provided for in the Credit Documents ar otherwise, as the
Lender may require.

Section 14 Counterparts

This Fourth Amending Agreement may be executed in any number of separate counterparts
(whether by facsimile, pdf or otherwise), each of which shall be deemed an original and all of said
counterparts taken together shah be deemed to constitute one and the same instrument.

~ McCarthy Tetrault LLP DOGS #11179232 v 2



J~8

Section 15 Governing Law

This Fourth Amending Agreement shall be construed and interpreted in accordance with the
laws of the Province of Ontario and the laws of Canada applicable therein and each of the parties
hereto irrevocably attt~rns to the jurisdiction of the courts of the Province of Ontario.

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEI2~OF the parties hereto have executed this Fourth Amending
Agreement as of the day and year first above written.

McCarthy Tetraa~lt LLP DOGS #11179232 v. 2
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I:

STRUDEX FIBRES LIMITED

I:

BANK OF MONTREAL
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IN WITNESS WHEREOF the parties hereto
Agreement as of the day and year first above written,

KRAU

By:

By:

STRU]

By:

By:

BANK

By.

By:

~~. McCarthy Tetrault LLP DOCS #/1179232 v. 2

have executed this Fourth
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Amending
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MINIMUM CUMULATIVE ADJUSTED CONSOLIDATED EBITDA
~. (for January 1, 2012 through March 31 2Q1~}

(000'S Cdn) January February March

Projected Monthly Adjusted Consolidated
~429~ (g~ 1,111

EBITDA

Projected Cumulative Adjusted
(429) (~F37) 674

Consolidated EBITDA

Permitted Negative Variance 350 S~0 600

Cumulative Adjusted Consolidated
~7~9) (937) 74

EBITDA
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Dated as of September 30, 2010

C VIA EMAIL

Strudex Fibres Limited

Each of the Bozrowers and Guaranteeing Parties under the Senior Credit Agreement (defined
below) .

!~

Anneleen Eckhardt Holdings Limited

65 Northfield Dr. W:

Waterloo, ON N2:T 4J4

Attention: Walter Eckhardt and Murray Mackey
y

Dear Sirs:

Event of Default... as at December 31, 2009 pursuant to• the terms of the Credit and
Guarantee Agreement dated as of June 28, .2007, as amended by Credit and Guarantee

1~ Amending Agreement No. 1 dated as of August 30, 200'1, Credit and Guarantee Amending
Agreement No. 2 dated' as of January 26, 2009 (`Amendment No. 2}, Credit and Guarantee
Amending Agreement No. 3 dated as of May 21, 2009 and Forbearance Agreements dated
July 30, 2008, September 30, 2008, November 21, 2008, April 29, 2009, December 31, 2009,
January 29, 2010, February 12, 2010, March 31, 2010, May 28, 2010, June 30, 2010 July 30,
2010, August 31, 2010 and September 17, 2010 respectively, (collectively, the "Senior
Credit Agreement")

1. All capitalized terms used herein but not defined sha11~ have the meanings given thereto iri
the Senior Credit Agreerr~ent.

2.. In accordance with Section 2.8(3) of Amendment No. 2, the Company delivered to the
Lenders a calculation of the financial covenants in Sections 8.03(1)(a), 8.Q3(1)(b) and
8.03(1)(c) of the Credit Agreement (the "Financial Covenants") and a forecast of such
covenants as at December 31, 2009 (the "Forecast Calculations"). The Forecast
Calculations demonstrate that the Company will not be in compliance with the Financial
Covenants as at December 31, 2009 and as a result thereof a Default occwrred and is
continuing (the "Financial Covenant Default") and an Event of Default will occur and
be continuing as at December 31, 2009 (the "Financial Covenant Event of Default").

3. Pursuant to a Limited Purpose Waiver Agreement dated as of December 2, 2Q09: (a) the
Administrative. Agents and. the Lenders provided a Limited purpose waiver solely with

r~ respect to the Financial Covenant Default for the purposes of (i) allowing the Company to
extend the expiry date of specified letters of credit to June 30, 2010; and (ii) allowing the
Borrowers to have continued access to the Revolving Credit Facility until 5:00 p.m.
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(Toronto Time) on December 31, 2009 an the terms and conditions specified therein; and
(b) the parties thereto acknowledged that the Financial Covenant Default had occurred ~~~
and is continuing, and that the Financial Covenant Event of Default will occur and_ be
continuing as at December 31, 2009.

4: Pursuant to a forbearance agreement dated as of December 31, 2009, the Administrative
Agents and the Lenders agreed to forbear from December 31, 2009 until January 29,
2010 from enforcing their rights. and remedies against the Borrowers, the Guaranteeing
Parties and Anneleen Eckhardt Holdings Limited (the "Parent Entity" or the "Limited
Recourse Guarantor") solely with respect to the Financial Covenant Event, of Default
on the terms and conditions thereof.

5. Pursuant to a forbearance agreement dated as of January 29, 2010, the Administrative
Agents and the Lenders agreed to forbear from January 29, 2010 until February 12, 2010
from enforcing their rights and remedies against the Borrowers, the Guaranteeing Parties
and•tl~e Limited Recourse Guarantor solely with respect to the Financial Covenant Event
of Default on the terms and conditions thereof.

E. Pursuant to ~: forbsaran~e agreemer.± dated as of ]February 12, 2010, the Administrative
Agents and the Lenders agreed to forbear from February 12, 2010 until April 12, 2010
from enforcing their rights and remedies against the Borrowers, the Guaranteeing Parties
and the Limited Recourse Guaxantor solely with respect to the Financial Covenant Event
of Default on the terms and conditions thereof

7. Pursuant to a forbearance agreement dated as of March 31, 2010, the: Administrative
Agents and the Lenders agreed to forbear from April 12, 2010 until May. 28, 20 ~ 0 from
enforcing their rights and remedies against the Borrowers, the Guaranteeing Parties and
the Limited Recouxse Guarantor solely with respect to the Financial Covenant Event of .
Y~efault and the Forbearance Events of Default (as. defined therein) on the terms and
conditions thereof.

8'. Pursuant to a forbearance agreement dated as of May 28, 2010, the Administrative
Agents and- the Lenders agreed:

(a) to forbear from May 28., 2010 until June 30, 2010 from enforcing their rights and
remedies against the Borrowers, fihe Guaranteeing Parties and the Limited'
Recourse Guarantor solely with respect to the Financial. Covenant Event of
Default; and

(b) . to provide the Company time to complete and enter into the Definitive NKHL
Documentation (as defined therein) with Nelson Kraus Holdings Limited
("NKHL") and the requisite agreement with BMO ,Capital Corporation
(`BMOCC") in order to effect the Consensual Agreement (as defined therein),
provided that, for greater certainty, the Lenders. did riot consent to or agree to the
terms of the Consensual Agreement and that the prior written. consent of the
Lenders shall be required for the execution and delivery of the Definitive NKHL .
Documentation and any definitive documentation with respect to BMOCC. ~' \~:
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9. Pursuant to a forb~axance agreement dated as of June 30, 2010, the Administrative
Agents and the Lenders agreed:

(a) to forbear from June 30, 2010 until July 30, 2010 from enforcing their rights and
remedies against' the Borrowers, the Guaranteeing Parties and the Limited
Recourse Guarantor solely with respect to 'the Financial Covenant Event of
Default; and .

(b) to provide the Company time to complete. and enter into the Definitive NKHL
Documentation with NKI-IL and the requisite agreements with BMOCC in order
to efFect the Consensual Agreement, provided that, for greater certainty, the
Lenders did not consent to or agree to the terms of the Consensual Agreement and
that the prior written consent of tl~e Lernders shall be' required for the execution
and delivery of the Definitive NKHL Documentation and any definitive
documentation with respect to BMOCC.

10. Pursuant to .a forbearance agreement dated as of July 30, 2010, the Administrative Agents
and the Lenders agreed:

(a) to forbear from July 30, 2010 until August 31, 2010 from enforcing their rights
• and remedies against the Borrowers, the Guaranteeing Parties and the Limited

Recourse Guarantor solely with respect . to the Financial Covenant Event of
Default; and

(b} ~ to provide the Company time tb complete and enter into the Definitive ~1KHL
Documentation with NKHL and the requisite agreements with BMOCC in order
to effect the Consensual Agreement, provided that, for greatex certainty, the
Lenders did not consent to or agree to the terms of the Consensual Agreement and
that the prior written consent of the Lenders shall be required for the execution
.and delivery of the Definitive NKHL Documentation and any definitive
documentation with respect to BMOCC..

11. Pursuant to a forbearance agreement dated as of August 31, 2010 (the "August 31
Forbearance Agreement'), the Administrative Agents and the Lenders agreed:

(a) to forbear from August 31, 2010 until September 1'0, 2010 from enforcing their
rights and remedies against file Borrowers, the Guaranteeing t arties and the
Limited Recourse Guarantor solely with respect to the Financial Covenant Event
of Default; and

(b) to provide the Company time. to complete and enter into the Definitive NKHL
Documentation- with NKHL and the requisite agreements with BMOCC in order
to effect the Consensual Agreement, provided that, for greater c.'ertainty, the
Lenders did not consent to or agree to the terms of the Consensual Agreement and
that the prior written consent of the Lenders shall be required for the execution
and delivery . of the Definitive NKHL Documentation and any definirive
documentation with respect to BMOCC.

12. On September 10, 2010, the- Administrative Agent and the Lenders agreed:
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(a) to forbear from September '10, 2010 until September 17, 2010 from enforcing ~ ,.
their rights and remedies against the Borrowers, the Guaranteeing Parties and the ~ )
Limited Recourse Guarantor solely with respect to the Financial Covenant. Event
of Default; and

(b) to provide the Company time to complete and enter into the Definitive NKHL
Documentation. with NKHL and the requisite agreements with BMQCC in order
to effect the ~ Consensual Agreement, provided that, for greater certainty, the
Lenders did not consent to or agree to the terms of the Cdnsensual Agreement and
that the prior written consent of the Lenders shall be required for the execution

. and delivery of the Definitive- NKHL Documentation and any . def nitive
documentation .with respect to BMOCC.

t 3. Pursuant to a forbearance .agreement dated as of September 17, 2010, the Administrative
Agents and the Lenders agreed:

(a} to forbear from September 17, 2010 until September 3Q, 2010 from enforcizlg
their rights and remedies against the Borrowers, the Guaranteeing Parties and the
Limited Rec~arse Guarantor solely with iespect to the rinaneial Covena~afi went
of Default; .and

(b) to provide the Company time .to complete and enter into the Definitive NKHL
Documentation with NKHL and the requisite agreements with BMOCC in order
to effect the ~ Consensual Agreement, provided that, for greater certainty, the (~
Lenders did not consent to ox agree to the_ternns of the Consensual Agreement and
that the prior written consent of the Lenders shall be required for the execution .
and delivery of the Definitive NKHL Documentation and any definitive
documentation with respect to BMOCC.

14. Pursuant to the terms of the Senior Credit Agreement, upon the occurrence and during the
continuation of an Event of Default under the Senior Credit Agreement, among other
things, the obligations of the Lenders to make further .Accommodations immediately
terminate.

15. Pursuant to the terms of the Senior .Credit Agreement, the BMOCC Subordination
Agreement dated as of July 24, 2007 ~ (as amended) and the VTB Subordination
Agreement dated as. of June 28, 2007 (as amended), as a result of the.Financial Covenant
Default and the Financial Covenant Event of Default, the Borrowers and the
Guaranteeing Parties shall not be entitled to make, and the respective holders of the VTB
Note and the BMOCC Subordinated Debt shall not be entitled to receive, payments of
any kind. Pursuant to the Subordination and Postponement Agreement dated as of
Januar3~ 26, 2009 between, inter wlia, the Atlr~i::istrative t3gents, the C~~nparz3~, and
Anneleen and Harold Eckhardt, no payments of principal, interest or fees in respect of the
Subordinate Debt (as defined therein) are permitted until such time as the Senior Debt (as
defined therein) is paid in full.

~_..

16. The Company has informed the Administrative Agents and Lenders that: ` `}
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(a) it is working diligently to complete the Definitive NKHL Documentation and to
satisfy the conditions precedent contained in the Consensual Agreement, which
include, among others, obtaining the consent of BMOCG and the Lenders with
respect to the terrris of the Consensual Agreement, which consents have not yet
been obtained; and

(b) it requires a further extension of time to work with counsel to NKHL to complete
the Definitive 1~KHI, Documentation and to satisfy the conditions precedent
contained in the Consensual Agreement.

17. This Letter Agreement is provided to allow the Company time to complete and enter into
the Definitive NKHL Documentation with NKHL and the requisite agreements with
BMOCC in order to effect the Consensual Agreement, provided that, for greater
certainty, the Lenders have not consented to or agreed to the terms of the Consensual.
Agreement as of the date hereof and the prior written consent of the Lenders shall be
required for the execution and delivery of the Definitive NKHL Documentation and any
definitive documentation with respect to BMOCC.

1$. The Borrowers, the Guaranteeing Parties and the Limited Recourse Guarantor
acknowledge and confirm that:

(a) the co~rmations, acknowledgements and covenants provided by the Borrowers,
the Guaranteeing Parties and the Limited Recourse Guarantor in section 16 of the
March 31, 2010 Forbearance Agreement are hereby ratified and confirmed in all
respects save and except for sections 16(c) and 16(h) tlierein;

(b) Events of Default, including the Financial Covenant Event of Default, have
occurred, are continuing and have not been waived by the Lenders;

(c) the Administrative .Agents and the Lenders are entitled to exercise their rights in
respect of the Financial Covenant Event of Default and have agreed to forbear
from exercising such rights only because each of the Borrowers, the Guaranteeing
Parties and the Limited Recourse Guarantor expressly have agreed to the terms
and conditions stated herein; and

(d) notice shall be' provided by the Company to the Administrative Agents and the
Lenders forthwith upon:

(i) the withdrawal of any party from, the failure to comply with or the
termination of the process of preparing and finalzz~ng the Definitive
NKHL Documentation by either NKHL or the Company;

(ii) the breach of any term or condition under the Definitive NKHL
Documentation by either NKHL or the Company; and

(iii) the termination of the Definitive NKHL Documentation by either NKHL
or the Company.

TOR A2G:50589263



_. X57 -6-

19. At the request of the Borrowers and as an accommodation thereto, the Administrative
Agents and the Lenders are prepared: ~~ ~)

(a) to forbear from the date ,hereof until Friday, December 31, 2010 (the
"Forbearance Period") from enforcing their rights and remedies against the
Borrowers, the Guaranteeing Parties and the Limited Recourse Guarantor solely
with respect to the Financial Covenant Event of Default on the terms and
conditions hereof, each of which is acknowledged and agreed to by the execution
and delivery of this Letter Agreement by the Borrowers; and

(b) during the Forbearance Period, subject to 'the terms hereof, to a11ow the Borrowers
to continue to have access to the Revolving Credit Facility (including the existing
Letter of Credit Availability. Amount of $1,500,000; .provided that no Letter of
Credit shall have an expiry date that occurs after June 30, 2011 (and, for greater
certainty, the expiry date of the letters of credit listed on Schedule A may. be
extended to June 30, 20I1)) provided that (i) the aggregate Accommodations
Outstandiuig at any time (including Swing~line Advances) under the Revolving
Credit Facility shall not exceed $40,000,000 and provided that the

. Accommodations. Outstanding to the Canadian Borrowers shall not at any time
exceed $30,000,000 and the Accommodations Outstanding to the U.S. Borrowers
shall not at any time exceed~the U.S. Dollar Equivalent Amount of $10,000,000
(the "Spec'if'ied Caps"), '(ii) the Borrowing Base shall not be less than
$40;000,000 at any time; (iii) all of the conditions precedent to the making of
Accommodations by the Leridexs specified in the .Senior Credit Agreement sha11 ~
be satisfied (including, without Timitation, compliance with Section 2.13 of the
Senior Credit Agreement, but other than the non-occurrence of the Financial
Covenant Event of Default and any non-payment of amounts due under the VTB
Subordinated Debt); and (iv) ~dditi~i~al A~commod~tions shall not be available as
BA Instruments or as 'Eurodollar Rate Advances. For greater certainty, National
Bank of Canada and Bank of Montreal, in their capacities as Swingline Lenders,
may in their sole,. absolute and unfettered discretion (but shall not be obligated to)
continue to make S,wingline Advances to the Borrowers- up to ~ the Canadian
Swingline Availability Amount and the U.S. Swingline Availability Amount on a
revolving basis and accept repayments thereof on the terms and conditions
specified in the Senior Credit Agreement, in each case, provided that the
Accommodations Outstanding at any time (including Swingline Advances) under
the Revolving Credit Facility shall not exceed the Specified Caps. .

20. During the Forbearance Period: (a) the Applicable Margins shall be (i) 450 bps in respect
of Eurodollar Rate Advances/BA Drawing Fee/Letter of Credit Fee, and (ii) 325 bps in
respect of Canadian Prime Rate Advances/U.S. Base Rate AdvancesBase Rate (Canada)
Advances; and (b) the Applicable Standby Fee shall be 50 bps.

21. Interest and default interest continues to accrue under and pursuant to the Senior Credit
Agreement.

22. In ail respects, other than as expressly amended by this Letter Agreement, the provisions ~_ -~'~
of the Credit Documents shall continue to apply unamended and shall remain in full force
and effect.
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23. The Company hereby covenarits to deliver the monthly financial projections of the
Company and the Restricted Subsidiaries for the 2011 Financial Yeax (including income
statements, balance sheets, statements of cash flow, covenant calculations and
management's discussion of assumptions and underlying projections) to the Agents and
the Lenders by November 30, 2010.

24. Nothing in this Letter Agreement shall prejudice the Administrative Agents' and the
Lenders' rights to pursue any of their remedies at any time and from time to time,
including, without limitation, enforcing the Security:

(a) prior to execution and delivery of this Letter Agreement by the Borrowers, the
Guaranteeing Parties and the Lunited Recourse Guarantor; or

(b) upon the expiry or earlier termination of the Forbearance Period.

25. Notwithstanding anything contained to the contrary in any of the Credit Documents, upon
the occurrence of any of: (A) any non-compliance with any of the terms and conditions of
this Letter Agreement (including, without limitation, Sections 19(b), 32 and 33); or (B)
an Event of Default (including any action with respect to the acceleration of the VTB
Subordinated Debt or the BMOCC Subordinated Debt) other than (y} the Financial
Covenant Event of Default, and (z) any non-payment of amounts due under the VTB
Subordinated Debt or the BIVIOCC Subordinated Debt:

(a) the Forbearance Period sha11 automatically terminate without ~ fiu ther notice,
C ~ demand or any other requirement by the Admiriisfirative Agents or the Lenders to

the Borrowers, the Guaranteeing Parties or the Limited Recourse Guarantor and
the Administrative Agents and the Lenders, without fizrther notice or demand:

(i) sha11 be entitled to refrain. from providing, -and sha11 not be obligated to
provide, any form of accommodation; credit or advances whatsoever to the
Borrowers;

(ii) shall be entitled to pursue any or all remedies available against one or
more of the Boz7rowers, the Guaranteeing Parties or the Limited Recourse
Guarantor at any time and from time to time in accordance with the Credit

. . DocumentsT including; without limitation, by enforcing some or all of the
Security; and

(iii) all obligations under the Credit Documents shall be immediately due and
payable, without any requirement' for the Administrative Agents to deliver
a notice to ~ the Borrowers,' the Guaranteeing Parties or the Limited
Recourse Guarantor .without presentment, demand, protest • or other
requirements of any. kind, each of which (together with any notice) are
expressly waived by the Borrowers, the Guaranteeing Parties and the
Limited Recourse Guarantor to the extent permitted by law. .

26. Other than as may be consented to in writing by the Administrative Agents and the
Lenders, the occurrence of the following events shall also constitute an Event of Default:
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(a) if any of the Borrowers or the Guaranteeing Parties fail to deliver any of the

documentation and information set out in Sections 18(d), 23, 32 and 33 herein; ~ ~ . ~)

(b} the withdrawal of any party from, the failure to comply with or the termination of
the process of preparing and finalizing the Definitive NKHL Documentation by
.either NKHL or the Company;

(c) the breach of any term or condition under the Definitive NKHL Documentation
by either NKHL ox the Company;

(d) the termination o£ the Definitive NI~HL Documentation by either NKHL or the

Comp~y~

(e) if the Definitive NKHL Documentation is not completed prior to Friday,
December 31, 2010, oz such later date as agreed. to by NKHL and the Company; ;
and

(~ if all the conditions precedent to the Consensual Agreement~are not satisfied prior
to Friday, ~eceraab~r 319 ~~110, or sucL later date as agreed to .b; I~KHL and the
Company.

27. (a) In conjunction with the Consultants' review of the Company's December 31, 2009
financial statements, the Consultants shall review the Borrowing Base calculation
(together with. the underlying information) as at December 31, 2009. (b) If at any time
during the Forbearance Period the Borrowing. Base is less than $41,000,OQO, then the
Administrative Agents and the Lenders may engage the Consultants (Ernst &Young Inc.
or any other or additional Consultants that may be appointed in. accordance with Section
2.7 of Amendment No. 2} to conduct an audit of the Collateral (including a field audit
aid iiiveYitory appraisal). All cons and expenses in connection with such audit sha11 be
for the account of the Company. The Company and its Subsidiaries shall co-operate fully
with the Administrative Agents, the Lenders, the Consultants and their counsel and
advisors in connection with such audit.

28. No waiver or indulgence by the Administrative Agents and the 'Lenders of any of their
rights and remedies under any of the Credit and Security Documents or at law or equity
.sha11 be construed as a waiver of any other. or subsequent right or remedy of the
Administrative Agents and'the Lenders and no delay or onnission in the exercise or
enforcement by the Administrative Agents and the Lenders of their rights and remedies
under any~of the Credit and Security Documents or at law or equity shall be construed as
a waiver of any right or remedy of the Administrative Agents and the Lenders, and the
Administrative Agents and the Lenders reserve all rights,. claims and remedies that each
his or may have against the Bc~r_row~rs5 the Guarant~Ping Parties a.n~ the Limited
Recourse Guarantor under any of the Credit and Security Documents or at Iaw oz equity.

29. The Borrowers, the Guaranteeing Parties and the Limited Recourse Guarantor each
hereby covenant not to bring any action, application, petition, suit or other proceeding ; ...,
against the Administrative Agents, the Lenders, the Affiliates or their respective officers, ~ 1,
directors, employees, agents, successors and assigns (the "Released Partaes") and hereby
irrevocably and unconditionally release and forever discharge the Released Parties of and
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from all manner of actions, causes of -action, suits, debts, liabilities, costs, claims,

C accountings and demands, in law, in equity or otherwise, which each of them may now or
hereafter have or might otherwise be entitled to make (collectively, the "Claims") for or
by any reason of any cause, matter or thing whatsoever as of the date hereof including;
without limitation, any Claims pursuant to, arising from or in connection with any
matters relating to the affairs among the Administrative Agents or the Lenders and the
Borrowers, the Guaranteeing Parties and the Limited ~~Recourse Guarantor prior to the
date hereof, whether in connection wi#.h (a) the Credit and Security Documents; (b)
advances ox non-advances of credit to the Borrowers; or (c) otherwise, save and except
for any fraud, wilful misconduct or gross negligence.

30. Each of the Borrowers, the Guaranteeing Parties and the Limited Recourse Guarantor
further undertake, covenant and agree to make no claim and to fake no action or
proceeding whatsoever against any person not a party to the release granted herein that
could result in any claim over against the Released Parties, in respect of any and ali
matters or.things released in this release, or for any. form of contributions, indemnity or
other relief ~vvhether arising at law, equify or under the provisions of the Negligence Act
R.S.O. 1990 c. N-1. ~ .

31. For greater certainty, nothing in this Letter Agreement shall constitute a waiver of any
Event of Default, the Financial Covenant Event of Default or any other default or. event
of default which has or may occur under any of the Credit Documents.

32. Each of the Borrowers, the Guaranteeing Parties and the Limited Recourse Guarantor
shall provide, forthwith upon demand, such further ox additional documents. and
information, whether provided for in the Credit and Security Documents or otherwise, as
the Administrative Agents, the Lenders, or they Consultants may require..

33. Each of the Borrowers, the Guaranteeing Parties and the Limited Recourse Guarantor
shall cause their respective management and legal and financial advisors to make
themselves availalale for any discussions with and to provide. any and all information
reasonably required by the Administrative Agents, the Lenders, or their Consultants.

34. The Company, on behalf of itself and its Subsidiaries, consents to the Administrative
Agents, the Lenders and their advisors and counsel corresponding directly with Kraus
_u_~1dcc, with respect to the Senior Credit Agreement, the VTB Subordination Agreement
(as amended), the VTB Subordinated Debt, the financial condition of the Company and
its Subsidiaries, and all matters related to any of the forgoing provided that a
representative of the Company .shall be invited to be present at any meeting and/or to
participate in any telephone call conducted pursuant to this paragraph and the Company

- shall be entitled. to request periodic updates with respect to any other correspondence
with Kraus Holdco.

35. All references in this Letter Agreement to dollars o:r $are references to Canadian
currency,

~~ 36. As consideration for the Lenders agreeing to forbear until the termination of the

~~~ Forbearance Period, the Borrowers shall pay to the Canadian Administrative Agent for

the account of the Lenders a forbearance fee in the amount of $230,000 (the
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"Forbearance Fee"). The Forbearance Fee shall be fully earned, non-refundable and
shall be payable to the Administrative Agents, for and on behalf of the Lenders, at the ~` ~
time that this Letter Agreement is executed by the Borrowers and the Guaranteeing
Parties.

37. This Letter Agreement may be executed in counterparts, whether by original copy or
facsimile, and each of which shall be deemed to be an original and all of which, taken
together, shall constitute one and the same instrument.

38. This Letter Agreement is governed by, and construed in accordance with, the laws of the
Province of Ontario and the laws of Canada applicable therein and each of the Borrowers,
the Guaranteeing Parties and the Limited Recourse Guarantor consent and agree that the
court of the Province of Ontario shall have non-exclusive jurisdiction to hear and
determine any claims or disputes between the parties hereto pertaining to this Letter
Agreement.

[Signature page follows]
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If the foregoing is acceptable to you, please signify your acceptance in the space provided below
and return a co of this Letter A reement to the Administrative A ents, far itself and on behalfPY g g
of the Lenders.

TOA A2G:5058926.3

NATIONAL BANK OF CANADA, as
Canadian Administrative A ent

Per:

Authorized Signing Officer

BANK OF MONTREAL, as U.S.
Administrative Agent

Per:

Autliarized Signing Officer
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..A: .. 1.. s`~ ,

~~ ,r~?.' ~.~~.•~ ~'I~~:. ~~~. ~i.T. 
.ry :'y 

~~~"qy : i y,/~V r~.'~h '4:~+ ~'~ :';F ~{ ~.~." ~ 
1. .~. :'yr•1:'~ ~~~ii~• 'kI' - .:i .;~3i '~'.$':-'~ ~... '~w~w+'~-5~`~,.'.t rli ~ C •'fz.t~.t~?-'r,.tF"~'6}'L ~ ,.. .+ ';:t'&•*-_' ~ ~'~~ `.:" ?~ .. €~ ~ .ri`:,'a ~ ~•,~ ,~~F~ _ -•`:~ .. f. ,'~~C" .~!ay,.! .'~ 7'~. .~ ̀ ~<:P . > d~ ~_ ~.'G~' S.. .Y,. t~';:=Fti.t.t'. Tpr '':~:.~.',.i y, :. i ..=1,.437' ~r'"' "~'~"':, c4d ..t. ~. _ y~ ~} _

c; t; :~ ~ .c~6it` i •;a7,' 'a ' ' { ̀ 'r.: 
~$.,. .: +;t~. ~"~ ̀-~- dr:.:i~`r?• _ 'r,• ~ i y. ~.,t _',. ,•i': '.: r~,';y~~; 4:;i. ;.s-.'+''? a~ ~c~•`- 

:.,,~,' 
.'. t;

• ~,
•., ..

''. ... _
..ij -i~. n,-. ~. •:.. ~. .r1.• _~F.. ~`~'' tl ~~.,~ .+.r~•q..,: '.~ ~~'~' v~ :': t; '.i. _•t,.:~ .`;1 ~. ','~'. ;%~;i

.~._.X. ~ ':' •~ri. 1.'~:~...n. •. r•L r•~~M •~';• :v'4~~.i ¢i•}L..~.i -•: .•y,~~~;'~,, •. ;i~, ~y_i;~:~,'. , j.: c •'.

~•J _ _ '.4 .1. 1~~~ ~•,7J~ ~1 3~~ .•'•-'!'•-L ':•~L; ~ ;i.,~~t: a Jf~', T ~'~ ~ 4~r;: r,~~::t•`~~,~f,~ "' ~'~. ~y'~.E' .:i~''', y q.~`•. .. 
~:,., ::.. . • ., _.' ~~ ~~t ,-, •. :. ., '": : •. .~•i4_1' •r r +~~~'~f ~ ~~ is ~` L'f'•'~i~:4; ~~ r.-~up~.ia. . ~r ,.... .'i F..,~,:.; •. y:;a_.~Nr . ;.i.'~' 

_ _ ,~~ .

..,,.'z':; .,•. -. :• .• ,h,: •~+.:_ .. .. .~+;eta±.,i~.:..!•'. e+'"iri'r rw, ,,y r,.. ry,p...^,~ri~: ~: 
,h.i- 

•','•~ _ ~:t;. ..' ~y,, ~~5.
.~'si:~'.-(_'~'~'~4~-'.=':r=•~-4 .. ~. .. ~ ~ ~_ ::.'. ~ ~• ~..: ~ ~ -~~. .f~ : ~ ^.~...,, ~ J:..1'~'2 _•i,~ _ •~ iT~" •'LS+. . •1... J- :. 

_ ~', ~' •, b_~~v., r ~ ii. ~: }~ ~ . : .~.~_ ~.. .`.y'.. ~1~: ','. ii 5d'ir~~:14'd.. ~ 
~h~r ~ ""'_ ~~~~: ~ -~. ~ 

~~~. ~~''. ~ ~ ~' ' L'1 •:. ~i ~'+' 'F•. .. ~ .+. ~ :.:, '~.:. • . ,.;~ ~ ..ek~~i+,m7+: ~ij: ¢:._:a t ~.,'.j,F. ~..,`9"~t .k ,~t<,:~r~~.k~, it. ~ ';,TS~'• •: n . •~.., ~ ~ j~,. _ yt'~'~ti 
t~'~'~.`5

,,! i - - ~ ~ ""
.,r:;.• c~,C: ': ;7;:~v; ,T"~r~~~`~ -...1 ,e~,, 

~... 'Li~=:-.: ~iyti. ~' ~1•:'_ _.µ.,_.;r .r., ,~ W"d:f: :'•1~~F'..''~.'' • _ {'~~-1 ..w._~+,;• ~ '~' ..•a~.~ .. ,~?".+'.. ~': ~.. ~'ri'4K MT: ~~~~~ ~'~~:~~~r:dj ~'~F~~;~a;:.~5- ~~w 
~~r`r.'~~' ,;q:,4!•C;'tr •.• ~~ i,i ,_'S.•.:y~~,~~~~'ri ..• ~+.~~'.:x. :. c~~.f„~~•_a• ,~;Ft{:-', '~:~.

' ~ ~' Y ti
.•., ~~ '~ ,5., 1.;...~' ~ _,,; •.: _ ~.:' '-~ri i ~:i ;IT_~ti t;:; • 

`.S r+,~'..~_ E} '..?:~~,~ ~ ;~+ '.i x ~: '~Y ~,7: 
.:'.' y`:'• - r'~t,~•y35 °~,.'' ~ 

}~ik - it~~~~F-`:~,.. .,_'... .: .•. ~. ~ .._ l: .~-. ~ L• " _ i.i -, ~f }~.,q r t.a - i6~JtY^ ~•`,ji`. f _~.~~' ~..
'': ~, ,w _.. .. F.'~,~.•~~~j; .~J ~~'~ „'~'~~:,~ 'Y:~~'~:.`L.i~',•... ~.~'~.T ,t, r:'~' ~,w~ '~1~.. ;.:j. ~ f-.+', Lai ~,.. d~~•. nx.-. vr ''~ +~•: ,.. p: '. .. ~ .` ~, .. .'.t: ~:" ~:' "i:.+ ;y5=,~. F..,_;~. ..'~. 

is ,:: '~~. 
rig: 2.~: ;;:~..' .~ + :~.. _ v ... • ;F._a4. ~. iiviFi: F~ ~1'~*'. ~ ~i.., ~'a~ - h]e:~ 1' Y. A~A'4{~..,f~..,.I ;+- •~~.~. ~'M1y.• .°~t ~y ~',' .Y '• ~ ,"ii ~ t _ ~: t'. 3 .• Pas..,; ~ 

~d'• ", ~ ~.. ~: ~.1.{.. .•~ ~ ~t i •!F6•~"•.1 ..}i~,~, •~~i ' "t ~+`f i 5 '~'. ~ .~~if ~ iii }x'~ W ~Fi 5^ i_ •~~•. ~ .~._~'S .,'~,:.'~•.. .:r•;i^a..,~;: y~r ~~q,{'e~..j.:.3'eTF,t;,:•~`?~t~de~,.#~b'r~ •-'~''"'r:~ ~~. ,b :~•„ .+,...: ~- = ~:'~:: ~t~'# .!~.~~- _- ~~i{. '•'rrri. ~'_~ :ealj~.: ~; ~•. _ - ~I~L .•rt ~k'~ i. r.~?:t lt. ~.'4 .Pd. ~~ }'1'~~3.:°~~'~~~j -a 'f, 'i:. ~~n.~ +.: Y~.l..•~~i :,nJ .,1 W '6F

:r ~~. .... 
i~... .e. ~. t+v { $ ~{r.

~~ ~.,, : ~. •.. ~, :~ • . is ~ t, .:. ~ '"; 4 ~. _ t.. ~. s ..f ,~ ,'.~ ~ ~ .•p: , ~A' ' .~''^~K. ..~ 
~~~`ai$':;~.Y, 

'q ~
.,.~ 

~ ~ ,. ':.'r F, ., -•n 7~=, ~.. ;•• ::. ,. 
.. 

.~n :,•: ~ .~y;;~ •' k;, .4. ~ r::; d, _ ,#i~d•t ,t , 
~•,'k+:~~ 

fF pk, ti '~'
,- .

.. i. ..:.i.' e T~~,L i- ..}v •• •' .f,( .~~f' ~ ~i~h .i''1~"r ~'x' ~ '-: -t :~ ~ ~/~+ y;~t.:_~~ _ .'1#y'~..'i{~•'S!" _. ~ '~ t 1. •.r;:.i~?.j ~jr~'~~~7 _ `'~°" ~°.~4 ~ :.4~' - ."S r','!' ~.7.'u~c .' ''9?~~ ;t~t~~ I.Q+;{{,}7~ 3i.1~.~,=-f '-~5'i:.+.{,~~ '. F•, i -._ 5.:. r JF' ' - +.~t.' _ ~'~'• ;i ..id,4`.. . ~,-5,._~,~d.a.t;ar

S'., v ~~~~L~R~:i:~•ii.:'~J ,y.'. {''i 3S` ,•~~-' '~'i'.~, =.1 ~•:~ • • 't 'i ~ 4.S r4. `~~'~~~~ ~1'k . ~

v• ' ~' ~

~~!~~ r» Vin' ' ~ ' 
i~~' _ i.l-.: :y'1.: 4v~:' ~~~ ..i~T''. i.'i.1.'- -F ~ ~•.:y .n-r. .~f.~Y ~~ •: ~~'• 1 ~k .~ dT t i •.i~. ~'~ 's'' •~~ ~ ~A~ -~~!, il_:5"'~ ~.r 4 iJd ~ 'aS + [.•..r.... y. ';.s'.' '~"7:~Fi°•~ ~ y .~`';• ;ice ~~;~1 ,;i~.f 

._~'•~•A M1'~'{ ~„br.~
+1;;M:~. ''~:

• d'1 C~~ =.7I'3-a.~~. e'•. ;-F•-:14_:~•'~. -~~>~~:. :~i~!~., r~ ,i-~•..~,f ~'~f•:r~ ii:5'T. t. _.`•'q..4?.~•_. '''s.. v'.. Rrt }~.~ ~e' 
~.r .~', ~ '•'_ ,4 Y _ .{;~.~,-a } 4 ~ ~-~~ . +~T,_, .,; ... .y..~, ~Ir`• } f `•:`4. , ~~i-.;•.'.~' s~~ h ~i ~r;~.,.

~.

~ ~v ~ i ̂ -F L~ 
...' y i 'y I .~ ..~#'t~ u~'~ A...., } ' { 

•.. ,' ,. y,. •.~rr~Y 1 ,, 
Zfp.~•' r F

• ' ~i: ~ ~_~~• . rt y.~'.,~;.t •:~~j r;_~;, ':.='.'r"'. o--4. ~. ' _ '~ .j:y7 u~i' ' . ,_'~• =̀.+_L a.,ti .~riiu~i'~... r.i,': .`~:' ~ :•t' :''".•.T:~t~. •.'t` rst"•.any.:= •r;` p:.~•r~y :p'~..+~~:.';ii•!L ~~~~.~~`:.,:~N„~S; :~jz~;~4;~.,.~~' :a7.:. ~}p ~:;y`i;~.c'F 1`'t.... .=4~ _ ~7ic~''~';':t', •r:F •'~-._. ~ ~..~~.y ~.}~~,. ~ y...,: ~. y.f:.~Y
+t:.' ~ :',.;~ ..:~:a_''i; ?ti.: 4~'~: ;'•:~~: ~t ̀• :.~-r•.' - .;,ry t-~:-~' ';!'R ~~C-r ':*!}l:'.~1._~~~ lr; ~=*;ya~ z ..~~.~~':~

. ,.. .,
.:;

,:. .. ...,;, _.
• - ~ r 

~:~~ 
~.a .~... ~ .: i. t~ a... ,~~_: F.~r.... r•.`4 Y~ ~ ~~ ~'t ~, _-~. i~t~~y.: '~ ~ 5 ~+d.e ~n'.'

~,.•.~ •.~•r ~ :-. .:i..~` r'r. 
t• ̀  •`~.,i.~ =i•~j~ ~y ~.~, r._i •: ~~.o~rr'~ _ ',:!t'' • . y-̀ :+,:. ': ̀  -:, ~,

. ~.. .
- ~~'~5;,~ ~.,~ _ rat+~ •u •y _. '1 '• -. FTv: .1~4' 2__i~•~.. L_ .y` l~+4r 

..,..+. 
.~~_z';4 -F- 

c ~ ~c.. ~•,~-~i:., ~' ~. ,. ~ ~4 ti'1+'<'I,G ~ .~~ .: 9:~~ Y' r r': ~?-•i ~4f . iL' ~'•~' !:.t `' ~~~r ~ ~'e_,:}.! jr. r~i~ •~-~_;~.aan7-~ ~i.''r5 - :;y~~'~~_l~ :;,li' .,r'zp;~;~; .'~~_~,,,y. i~;: __ •`~'Erp.=s"~. ; ~~#:' =_~%~;~:~-:.~~• ~ ti~ ~ r:' .~i'~:' ̀ . '..~ .:I,.~~~ 
.r•;•~. :,hc°1~}` •..;i'~a• -"t~6~~~~.'~~f': ~1.+, ,•';}'.,, :r~:_j•;,,-'•j'~'•` Ater, •;r,: ~'. ".:+r .r

. . ..

•e• 'f„'~; 
{,1': } - ~-•ti ti,;~i. i~~~' '.~~7~•. 

.t1..t` a'Y,." 
"`.0 :.. 3:

~ *̀r .'
,. .. ~ _ .^ ~':: ~; •.: ~:i .,~•: ̀:'.-c ''.. :' _ '. - 1 ~. :hi`Yr• si~i_,. ~e •' +:=w~":~''•~3~: t'-

"•..._; ~.,.. r:_:c..~f,~l~_,t~. ','};. :~ -.. ,~.•.~ .~ .. ..y,,.li ~• •, ..... .,'. ': _ 
~s.. ~.,L i~,•'.~. a.Ji: i,'.+.~,i.~ vi4~:.h '.t: +'1~~ ~ ~ •1.1"1 

k.4i'' ~'~~...~:. L•~1„~~v••:'iri l'.:.5~~~~~F ~' 
~.. .~~'~'~

v, ..4

~i ~ ~ .~~,' '~i~'':",j,`~` ';i!:i~P:'k}':1:. .7..~~~y, .~, .i b.:~,.~•;~.;i :;)._.t~~a~?1~Y~;•.~. ~:~'.~~~..•yG ~i_f'3,:_ ~.~. ...

ria r •.1•.._ ~.y .`~w ~• ~~1 ~.ns5.~~~: ~`~F~::e'iR. ~"~~-r,ild̂ 'c_ _ i,;.._.*.:` =[4..:. _r: •,. ,L•: ~.~ - ~-•3.._c ~d~ ~.~uxi?yts, .,r S:y_~ t ;:.t,•.:i• r.:.; ''e~~=3'~~~~. '.r:kq:~ '••5 ~. ;,•~.,..'.Y; i'-: '. ;i ~.a ;; y' •T _rr-~: .~7_ •rf•.:*'~ '1~~~~~.:~r4 FF.
. ..

': _
~~.~ i_. ~.. ~:~...: .. .. i. •r .:~_ •.: ra':~.•l~ _ 9~.:~•~~{:':. ,. ' ~. :~;'~ ,~i ~•~.:~~ ..i.: ~~ 'i P''.L:G'~i~:.: ~ ~.. 1~~~~;a~ y•: ~•~;l{~.. ~~, . 4.:.: ~.~. •;.. '~~• ~.. _. ~... ..: 

!.V~: ~~i~-'~~. ~ 
__''try ...'~;1..

. _,:.~•.. •.,.. .. ,-.:.:~.~ :::r .~,•:. ~•'~? ~:~ t~'~ :::;~-~• ~:;~: .;x,h: :.t .rY~: ~'r;;:,,.~,:.i' •..f•. ~?;ice=• p ~., ..~. ~v

.qi.,
.~.

..r.:'' ~ 1 
.~ i~_ .r

q..l. .,'~~ .
is .. - ji'; •`•i . ,=..,. .. ~ .
:j. - "~::}'.. jai', _ ..IC's. - ^j t ~

.: '~ i'i: :".... 
~.' ~'.. ~ ... .. .. r i .. ~~ ...:.. ... ~.. a .

r~_"..
', _ i'.•:

... ;. =.~.'{.7
r'~~ ~

....

.,_ 

_
d ~ `; ~ ..,. ...: 

- :a. - ,~.,. 
-.'-

..,
..~ ::r. ... ..

T9R.~4~SUS& 8 ~'.. ~... ~'. _ _ ':fir: _. _ - - _•~~:`:'- ' .::...:... ,,
~t . ;•:

.... ~ ._.: ,I.f: v:: ..- - ~...~! 
~j"!:It :. ir: ~:•~F•, ...



• -12- ~ .T JC)~t

NATIONAL BANK OF CANADA, as
Canadian Revolving Credit Lender, Facility B
Lender, Facility C Lender, Canadian Letter of
Credit Lender, Canadian Swingline Lender

Per:

Authorized Signing Offic
~c4~~ ~OSS~Ia►

Authorized Signing O~cer~
~ ~voi-r . ~3 LEA r S
Sew t o ~+. y+1 J~-r~~a is E. ~l

NATIONAL BANTA OF CANADA, NSW
YORK B~2ANCH, as U.S. Revolving Lender

Per:

Per:

TOR A2G:5058926.3

Authorized Signing Officer

Authorized Signing Officer
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NATYONA.T~ $A1VK aF CA1~A.DA, as
Canadian Revolving Credit Lender, Facility B
Lender, Facility C Lender, Canadian Letter of
Credit Lender, Canadian Swingliu~e Lender

Fer:

Per:

Autho~ri~ed Signing Officer

Authorized Signing Officer

NAT`IO1~TA~. SA1,TT~ OF CANADA, NEW
'YORK B , as voxving Lender

Per:

Vincent Lima — ce pxesident

Per: '°~'~
~,~,~-

Peter zorillo - A,V

TOR A2G:SD58926.3
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-.5+ ~ŷ y. ~~p.~- ~'r'_ _ -''}i ~:'.,` - ...h I:'E .r'j::{ '::.I }a..~. .: •.:.
„ ~ ,• ~ ., •~- --

.,
• _.......; t, ... .r., .•. c: ̀

~~;r .. .~.;
.~,~r. ~ y.. tea _ ik ~~•. T~~~c.~ _,;r'a.k~~;:,~:'~1:~F_ .y~ 1,),~ .i~., .~ <, ,,~ 

vc~':~~

i 'i.

':L'-~~ ',_'. •xx, ~~.: ~ ~. .. .:4...̂ ' :: ~ ~ ^'lip• ,p. t'~ t ~ay~ ~'.r i.T. 9
_ }} . ~r . c ;r' «~, :..st. r`••:~., .~.., ,raw °y;~' - '_+.' .;.~ — _ . „•..:,.... ~'~i~`'~:;,_ , ,p ~.p' ~j') ~}

- ~ ~. •i ._ :~i .. •.1 E:.. ...: ". ~: '. -: _i .. .. ~' r., i•T. '; ~t. .':C' ~'~ : •i~"~ ~. l., 4Y ~YIJ.I.' ~~~ ~"~ra:~.N~~'. ~ e ' i~-n..:.:'
-.t .'iii "lia'~'T'v.:

^' '.', .. - ~, .t. a.4...::'.' -'~_~~, ~ i::~~~i:-, ~..~i. ~~;=~_'~'~'~ 7~ a..'ti,r~`::::'-~~'i. a; •Y..l~
-ic. ~ ~.~'~.•- YX .., - ..M. 'i~'~" ~:,~'t `?:4~..... _ ~1.; e.t ''~. •:. .+..~.. - ..~•.~...~a; ,,,. ,, ... n.:. ... .c 1•~i a* :.~~'~..• :!: _ i i, - ~i: ~ ~i1 : I~i~•~e >~;':,''•~~.:.-. }v.+.. ~`: •.4: .'a+~. ~l•~'+: •, .. - .., ~?F ~... ~, ~.•~" ~• , a.,_.r. -: ~' ..7 't...1,ty. .f.:~_ :Zt"+t d,._ '~' - - t~.. ,dig

._ .

i~~ S,1- _~. y

.ilk'`: w.l.

-.. ~•~t`

~:. ya ., .•

~ . ..~'~' ._: i ... _ +~
i•:.

~• '~~~ ,:
.. ••

.:.~. _ '~ _

•. .~• n... _~ . ..

v ', .i ~ ..:; . ~ - ~: ..;. .r. ..•.• »r. :-_•. ..r p _ :~t.. T~•i:c~i! Lit.. -~ . ,{°'`:' 7.i:: ~, •:~'~l~'`~~~:.::: _: :~'•._
F, _ r,~ ..;$,l .i" ̀ +'Pj_# • '.:is ._i' _ r~i,:M 1`~, r. ~: _ -.1. ~ ?~s.'! _t .r r fir..._ ...;. ,~, ., •n,-a 

..err ['g:~ _ ~,~ -G f 

.: 
:~.~..: _,

-4~.* :ti:~_ - - ~nf-M. .~1'i ~y '_=
'F.'='.

.~., y~y ~ y ~`Y

- ..~`~{ ~~[~ .lr'. _ :~i 
..ay~•`i~g~~•';~`'~'+' _. -j5 ,-̀~~.•_ ~ _'2ati`.v ~{ l.. ~G~ .t.' I_`},'~(}~+~~ F'~:...:,y~ !j~^ r7'.:'~~- `t:E~•'.,' y~

• a ., .,,- ., . ,,. ~.:~

~.~~ ~ p.. 
:..k~~ - -~ : ~1}~ ~' ~~(~ M14~ yf.~ ~,7 , yr ~ ~+a: :L.iYlY~9

~~

~' ••- ,-~ •~. !^~ ~~ '. i`. .. .,- iir . -•~ r. '~- ~-::: ..Jj~ i. ~:.. ~^ ..~.,_ ~~ .~,~~ S ~.y - 1 - ' 1 'a Jr.: 5k ••.~k!••v'

,n a

. .~ _

,.:: .. ,.R,.. .~.,.. ._: ,.. ~~.•. - -'~' •~•'~•T~::;~~ ""~ .,,,s !i'4~W;:S••r'i'- _:':r ..'4 a~. •i.l,•:~pi~r.a.•_i~,.•;.
-• . ~ ~ .,,a, , :.:. .•. •.... •1.• ~,•••_, .,ry::' ~ "^ ~-~ y', f't-i-' ~•:i•+?:r~_ ;~+;~t-,_,._ . i.. ,~.:: t1{ 

s,.~,-5c ~ Lr14~~:i:i~~ _:,.p-,.~ - . r~ it~:r=-: a.;~, .r,':'
...„_ _ - - _

.. ,, _,. ~,-r:
:..

..
~. ~_ . ~ .., 7=

,.
/^~ •.:
/ ~. ~t

;' '..

_ - - w:1 k. - i ~ i.v:t.~~ ... ~^ .. .:. ..r ~~ .. ..... v.. "i~r.,- ..
., _

..
. .. :-~

_.. •Fn
` i .itP
( ....

~•
\ .• :. .:, -. ~ .:i _ ,. •.. ~-;• • • ~r,;r.., •':~~.._rt_;:``~:.:s~~ :',,.;:~ ~ .'.,'~~: - ..r.,.: :~-.,:;•,`. ~++.•t•,S'4~~:i'sa F._n
`~ .• ~ -• -” ~,~.W :. ~!. ~s r.;.~,. .. •• ~r.. ~.C_.., •.:.~ - _qtr :: .:i ~ t._.: _ ''t - ' F.~.• ~'i-'•.%
. ... _ „_, ;.,...• ,,,+. .,-~., n. ••.ag ~!.; rr.= ••:~. E. .. 

l.'~::.~.,.yT. 
~'. -a i~., 

,`:~'~~''_!•:~:.,r. :tva.:' °'i e:';', :''k,"!~;•..e-.;k~•.

- ~~.~:`s 7 ~t

~, ,.•,
„ i ~: 'l, i ~E.~1~i ~ 'r.F.+~.'•$~. Liu f~

.• .•r v, ~ ~.._ ._•. -

~ '~ ~~ ... -,.~~
~ ..

. ... . e ~,̂
.. _

~~.,. ~'+~ ~ .~~ Y
....~ e'ev ~••. 

'..
t.

.~~ ..

..~i. •, tt' ' 
.~ ~ ~„ c.: ~. ., :. 

i1J: - _ _ ~ I ~' _ •1 ~ :'d' ;~.M1:. • - .: C~~.~, }.iy,~i -.}A;t~. ~lp~I
.:..T

''~t~i' :i~ ~i~ .nil ~~ .~~i' ~~d "'~ e4

.. .. . :.~
~•t

.: .,..::.~ ..... . r,:::.
''~ ~ ' ~~.,.. ~j ,~ ..M.:`~

_.._ .. , . ..... ...
`^ ”'..

•t•. -4-• •iJ - s~.k. "fF ~ __f: - 1' .~.'. ~': 1~~~- _ 'l.:i.:F:(_' 1~L°- 1.. :.: ~ . . ..: r . -
..

., .. -
.. .. ., ~'i ~ ~ : •,.:e.

~.. t
_ . ~. r i. '. .. .. .. L .: ... ~.. .i~.. _~-i ~. i...~~ ~-j..~ .:~ r. jFi _L . :~.jyFr~ ~ F~: a~. _ - ~r. .. .. .:. :.. .: a i - ~. _. _. 4 ~~.i,. ., .,. ~.̂ }'i ': ~k' e6 •!~I ,° = ~ - -- ':obi

..i ~ ~'

..'~',.: _.. _L „; t. 

..~~.
~.. .~ ,, .. :. ~..t s' ., .. _

-~ .. •. ... ~. .. ,; :r; .. ::fig.” ( '_~~_ .q~~' - =.P'~i: ~'. ̀ ' -i~. ~. .,. ,,., .. ..... .,; .,r .,v •_ - ...t'' ^:175 _ ~ ~.'~ _ _

.v
3;.

.a.~~.

--1- • .: _.. e ~..;~, : .
.:~ r..sue ~•r' -L?'i' •=:i~,-'..~.5~ `'~r:`.;;L P.,~~ . ~=+_.: '~ ..

_~ .... •'
.;. .~

€• ~;!v h' J.~: .:'. k:~l;..~f:~I. ;̂-•. ~-L '~ M' ~~t vrr• - vl~..~.~ .~'!.. _ ~..CJl. ..'..: ~ 
_.} ': Vii'

.. : ~? ' _per '-.I•~~P~~: ~ h'.t
v i'' .. i. ~'~:~!s.i•d .} ( '~'~`~,'F" .~1~ -

~...
... a.i '~.~'.Y .. e e ~ ~ _• :e.. .-.i ._ ,_ ::i r .. : .a..

.~ .i:: ': +.'.: '.i -.. _... '': ''_ s =a%..~.'•~~" F' ~v is i''~' _ _ ~C,~ ` _ _ 
~::. '':' •!'-!

.._ i .. is _

.. ... • __ ~ ,. Fes.., .~ .::! ... -'!. - _ '._ .,. - •.1~~ - _{L~. f''~ ~- ~'-•~'_._7.<: f.~~•
... w ~

. ~ . _ - i '- - - - r..: ~ . ,.. ,.;
'~r•- - ~'~ - - -•. ...
~. •~t •~

...
•:.::
:~'

..
:.. .

. ~
. E. 

. 4.
. .

•''a. r .... 
_ _ _ 

_ r.a
..~ . v ~~

~_:~ '..

... ~• .. a i-: . •. ~.~ ~-i~ .. ._. .- 
~ : Y ~r.. _ ~ - '!i.f,'.' -:~0 ~ "=i.' 

~

..:
'..i:.`

..E _~~ ~. ~~ ..: e• 
_~ ~.

• ~ r 'a ..~' r
.. ., _ .. ~~ 1 •• e •.! _ - .: '; „~[~~ 

_ fhb_ _ ['~ ~-•1,F-
.Y.~: ~.: .t v~.:'~ r ~:'!t

..:1 .1. -.~
.. .~ _4-ie: .

:....
.~ .~ .a• ~ ..; ~.,
.: :: ~ r... :~~.'~

..~. .y.t:.::. •,.;
.... t. sir t.~

„ _~
.• ..., ,, ~ _;,-..'

..'
..; .~ ;~.

.. ~.~ i' ~.{
•..'1•' I ,....• ~ '.

_ _
•. .:.

.. ...., ..-. ..~. .. _.. .. .. ..._.._. :~ .,.... _ - if.~~- rig .f~~' ~`~i_ ,.r. '.~. ..~..

..~.. .~.. -.. -yr. _.._.r ....
_ .~' ~~'_;

~:.

t.. .. .. ~~~ ~~. ~..~.~.. ate: .s.a i''?'T.:~'-'"'I~.'' - '.4 ~. ..7 ̀.
•.. 

~

. ter' -- ,,t -_ - - !•t .. ~';•~,• ~.: _;."-.
... }.~~: ~.

.. r 
7r=~f.~ ` ..t4~

. _ .. j' _ .~•.,. ~,~ r:

~...

~.,~ ,
't .:

• i - ~ _ ~~.
'e.

.•

~~

.', 'r 
..~.~.:

C ,~ 
_

.....
~ }{ t

T(~R Zr,5rl3$4~fr:l ~ :.:.: ~.. ~.. •: '' . , '".... ~ ''
... .: ;. ~ :~~T•~

:. ~ ?'

.' :. ... ~ - .g
~~

.. .~

:..

_..

•~'...':

~ ",j~.. ~.".

t ..';j ,~.~~'~~ .., ..
:. „. ,.~ . , ~ ~ . ,

-.: :...• f

~~.,

. T .



.~ ,

~~v~ a~ ~orrrr~~.L, ~~~ Canadian
Revaluing Credit Lender; Facility ~3 Lender;
Facility C Lender

Per:

' ~X.u~horzed. ~ig~ing .fl~icer

Pear:

.AaitY:torzect.Sig~iiug flffic~r

Bt~1V~,~ ~F 1VI~C3N'I'~~i~, '~."'H~~r~~"r~3
~I~A1Vt~I, as IJ.S.. RevolviEZ~g:~Credt'Lende

..~.~,
~r

• ~fiC~=̀ ~i'0S~8i1~

Ba~lk'of`11A~t1

Peir~:
~h~9~ $ia~'►t~,

Autliorizei.Signng f3~:cer

ro~_,,~as~sa9:ss

~)
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COMERICA BANK, CANADr~. BRANCH,
as Canadian itevolving Credit Lender, Facility
B Lender and Facility C Lendex

P'er:

Authorized Signing Officer

. ~ till~~ I~r~~ 1ll~i~1T ,

Per:

Authorized Signing Officer

COitfi~R7CA SANS, as U.S. Revolving Credit
Lender

Per:

Authorized Signing Offzcer~~~.~.~~~ ~. ~~~~s

Per:

xox ,~zc:sossv2e.3

.Authd~ized Signing Officer



~6~

TOR A2G5056926.9

-15-

THE ROYAL BANK Off' SCOTLAND N.V.
(CANADA) BRANCI~, as Canadian
Revolving Credit Lender, Facility B Lender and
Facility C Lender

Per: ! ,,► l j„/

David W. Stack, Senior Vice President

Per:
~ A.

Parker H. Dougl ,Managing Director

TIDE ROYAL BANK OF SCOTLAND N.V.,
as U.S. Revolving Lender ~ 1

Per: ~,.~' G,/.

David W. Stack, Senior Vice President

Per: u~ ~ .
f

Pazker H. Dougi ,Managing Director



'f01t A2G.5656426.3
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THE TQRONTO-DO1VfIN~ON SANK; as
Canasiian Revolving Credit Lender, Facility B
Lender and Facility C Lender

Per:

Per:

A prized Sign' Q i er
~aul~i~g

lliian~.ger

TUR4NT~ D~MINIUN (TEXAS) LLC, as
U.S. Revolving Czadit Lender

Per:

der:

Authorized signing Officer

Authorized Signing Officer
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A

THE TORONTU-DOlVYINIO~V' SANS, as
Canadian Revolving Credit Lender, Facility B
Lender and Facility C Lendex

Per:

Per:

Authorized Signing (?fficer

Au~harized ~agr~azg {Jffieer

'~'flR(JNTO DOMINION (TEXAS) LY.C, as ,~
U.S. Revolving Credit Lender

Per:

TOR A:G;505S93b.i

.AtYtl~oiized Signing Oi6par

Authorized Signing Officer
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Each of the undersigned hereby confirm their agreement to the foregoing and acknowledge
having received a copy hereof.

STRUDEX rIBRES LIMITED

Per: ~ 9~ 
~~~CGZ~i ~~

Authorized Signing Officer

~KRAUS INC.

.: ~~: .
Per: ~,~

Authorized ~igning.Officer

X~US CAN.A.DA INC.

Per: 
G~~r'~.7'

Authorized Signing Officer

TOR A2GSU58926.3
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~;,,

;KRAIJ~ USA, ANC.

Authorized Signing Officer

NURTHSTATE CARPET MILLS PTY ~ ~~~
LTD. .

Per: 
, ,~~~'~ e~'~~'

Authorized Signing Officer

ANNELEEl~ ECBHARDT HOLDINlGS

LiMiTF.D , as Parent Entity

E'er: ~~

~1;~.thari~~.c . Sgu.?.~~ Q~icg.r

TOR A2G:SOS8926.3

j



SCHEDULE A

C.. LETTERS OF CREDIT

i~J

1) Beneficiary: Kaindl Flooring GMBH, amount to: 600,000 CAD, expiry date: December 31,
2010;

2) Beneficiary: Moneris Solutions Corporation, amount to 70,000 CAD, expiry date: December
31, 2010;

3) Beneficiary: I~aindl Flooring GMBH, amount to: 150,000 USD, expiry date: December 31,
2010. '

TOR A2G:5058926.1




