Action No.

IN THE COURT OF QUEEN'S BENCH OF ALBERTA
JUDICIAL DISTRICT OF CALGARY

IN THE MATTER OF THE BANKRUPTCY AND INSOLVENCY ACT, R.S.C. 1985, ¢. B-3, AS
AMENDED;

AND IN THE MATTER OF THE JUDICATURE ACT, R.S.A. 2000, c. J-2, AS AMENDED;

AND IN THE MATTER OF THE RECEIVERSHIP OF COVER-ALL HOLDING CORP.,
COVER-ALL BUILDING SYSTEMS INC. AND THOSE ENTITIES LISTED IN SCHEDULE
“A” HEREOF

BETWEEN:

CANADIAN IMPERIAL BANK OF COMMERCE
as administrative agent

Applicant
-and-

COVER-ALL HOLDING CORP., COVER-ALL BUILDING SYSTEMS INC. AND THOSE
ENTITIES LISTED IN SCHEDULE “A” HEREOF
Respondents

AFFIDAVIT OF JOHN MCMURRAY
{Sworn 20 April 2010)

I, JOHN MCMURRAY, of the City of Burlington, in the Province of Ontario, MAKE
OATH AND SAY:

1. I am a General Manager at Canadian Imperial Bank of Commerce (“CIBC”). In this
role, I am responsible for the overall administration of the credit facilities extended to Cover-All
Building Systems Inc. (“CBSI”) and the other entities listed in Schedule “A” hereof (together
with CBSI, the “Debtors™) and therefore have personal knowledge of the matters hereinafter
deposed to. Where my knowledge is stated to be based on information and belief, | believe such

information to be true.
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2. This affidavit is sworn in support of CIBC’s application for an order, infer alia:

(a) if necessary, lifting the stay of proceedings (the “CCAA Stay”) imposed by Order
of the Honourable Mr. Justice S. J. LoVecchio, dated 24 March 2010, (the
“CCAA Initial Order”) in Court File No. 1001-04270 (the “CCAA
Proceedings™) for the purpose of commencing the application for the
appointment by the Court of PricewaterhouseCoopers Inc. (“PwC”) as receiver of

the Debtors;

(b) appointing PwC as receiver (the “Receiver”), without security, of all of the assets,
undertakings and property of the Debtors, including all proceeds thereof (the
“Property”); and

(c) approving an expedited sale process (the “Sale Process”) in respect of the

Property.

Cover-All and the Senior Lenders

3. The Debtors are the subject of the CCAA Initial Order. A copy of the Initial CCAA
Order is attached as Exhibit “A”.

4. The Debtors have been in the business of manufacturing pre-engineered membrane
building systems for non-residential use. The Debtors® assets include real estate located in
Saskatchewan, leased offices located in Alberta, inventory and equipment related to the pre-
engineered building systems business, and outstanding accounts receivable. The Debtors are all

controlled, directly or indirectly, by CBSI, which has its head office in Calgary, Alberta,

5. A detailed description of the structure and business of the Debtors is included in the
Affidavit of Nathan Stobbe, sworn 24 March 2010, (the “Stobbe Affidavit™) in connection with
the Debtors’ application for an Initial Order in the CCAA Proceedings. A copy of the Stobbe
Affidavit, without exhibits, is attached as Exhibit “B”.

6. CIBC is the Administrative Agent for the first and second ranking secured creditors of
the Debtors. More specifically, CIBC is the Administrative Agent for itself and The Bank of
Nova Scotia under a Senior Credit Agreement, dated 23 October 2007, as between CIBC and
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CBSI. CIBC is also the Administrative Agent for itself and Roynat Capital Inc. under a
Subordinate Credit Agreement, dated 23 October 2007, as between CIBC and CBSI. With the
exception of NorthStar Cover-All, LLC and NorthStar Cover-All, Inc., all of the other Debtors
are guarantors of CBSI’s obligations under the Senior Credit Agreement and the Subordinate

Credit Agreement (the “Guarantors™).
7. The Senior Credit Agreement provides for:
(a) a term loan in the principal amount of $40,000,000;

(b) a revolving loan in the maximum aggregate principal amount at any time

outstanding not to exceed $10,000,000; and

(c) operating loans in an aggregate principal amount at any time outstanding not to
exceed $4,000,000.

The Subordinate Credit Agreement provides for an additional term loan to CBSI in the principal
amount of $15,000,000. The principal amount owing under the Senior Credit Agreement as of
April 20,2010 is approximately $40,820,000. The principal amount owing under the
Subordinate Credit Agreement as of April 20, 2010 is approximately $15,000,000. Copies of the
Senior Credit Agreement and the Subordinate Credit Agreement are attached hereto as

Exhibit “C” and Exhibit “D” respectively.

8. Pursuant to a general security agreement and various mortgages and pledge agreements,
CBSI and each of the Guarantors granted a security interest to CIBC over all of their respective
assets to secure CBSI's obligations under the Senior Credit Agreement. Similarly, CBSI and
each of the Guarantors have also granted a security interest to CIBC over all of their respective
assets to secure CBSI’s obligations under the Subordinate Credit Agreement. Copies of the
principal security agreements granted by the Debtors to and for the benefit of the Lenders under
the Senior Credit Agreement and the Subordinate Credit Agreement are attached hereto as

Exhibit “E”.

9, Attached as Exhibit “F”, “G” and “H” are copies of search results in respect of Personal

Property Security Act searches conducted in Alberta, Saskatchewan and Ontario.



Default Under the Senior Credit Agreement

10.  The Debtors encountered financial difficulty in 2008 as a result of the global recession.
These difficulties were exacerbated by the identification of potential engineering issues with one
model of the Debtors’ product, which necessitated a temporary halt in production of all models
while internal and external safety reviews were conducted. Those safety reviews are ongoing.
The circumstances giving rise to the Debtors’ problems and the reasons for their urgent

application for relief under the CCAA are set out in the Stobbe Affidavit.

11, As a result of their financial difficulties, the Debtors were unable to meet certain financial
covenants under the Senior Credit Agreement, resulting in an event of default under that

agreement. The Debtors received a formal notice of default from CIBC on 16 March 2010.

12. On 24 March 2010 the Debtors applied for and were granted protection from their
creditors by the Initial Order in the CCAA Proceedings.

The Need for a Receiver

13.  The Initial CCAA Order granted the Debtors a stay of proceedings up to 23 April 2010 to
provide the Debtors, the Lenders and Ernst & Young Inc. (“E&Y™), the court-appointed monitor
(the “Monitor”) time to devise an appropriate restructuring strategy. In consultation with the
Debtors and the Monitor, the Lenders have come to the conclusion that the most efficient way to
move forward would be through a receivership proceeding, so that an orderly sale of all of the

assets of the Debtors can be pursued.

14.  When the Debtors applied for protection under the CCAA, the Lenders supported the
application. At that time the course forward was uncertain. The Debtors took the view that
because of the need to review certain of its designs, it would be prudent to cease operations, lay

off most of their employees and cease selling and installing their products.

15. At the time the Debtors applied for and obtained the Initial CCAA Order, the Debtors had
not foreclosed the possibility of a restructuring pursuant to which the Debtors would resume their

businesses in the future.
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16. Following ongoing discussions between the Debtors, their advisors, the Lenders and the
Lenders’ advisors, the Lenders have concluded that there is no real prospect of a restructuring
that would see the Debtors resume their business operations. [ understand that Mr. Stobbe and

other senior management of the Debtors share that view.

17.  Before the commencement of the CCAA proceedings, the Lenders could have demanded
payment of all amounts owing and set-off all credit balances in the accounts of the Debtors at
CIBC against the amounts owing to the Lenders. The Lenders did not take that course. Instead
the Lenders reduced the operating credit available to the Debtors but agreed that the Debtors
could continue to have access to and use their existing credit balances and future accounts

receivable collections. That is, the Lenders have funded the CCAA proceedings to date.

18.  Notwithstanding the support provided by the Lenders, it is anticipated that the Debtors

will exhaust their cash resources in a matter of days.

19, The Lenders are not prepared to make additional credit available to the Debtors in the

CCAA proceedings either under the existing credit agreements or on a super-priority basis.

20, In these circumstances, the Lenders have come to the conclusion that the best prospect of
finding going concern value is through an expedited sale process. I do not believe that
conclusion is disputed by the Debtors and I understand that the Debtors will apply to the Court
for an order terminating the CCAA Proceedings in order to facilitate the transition to

receivership proceedings.

21,  The Initial Order contemplated that the Lenders (as well as the Debtors) might reach such
a conclusion and provided, in paragraph 33, that the Lenders would be unaffected creditors in the
CCAA Proceedings and would be entitled to enforce any and all rights and remedies under the
Senior Credit Agreement and the Subordinate Credit Agreement on 2 business days notice.
Accordingly, on 16 April 2010, counsel for the Lenders delivered a letter to counsel for the
Debtors, with a copy to the CCAA Monitor and its counsel, indicating the Lenders’ intention fo
bring an application for the appointment of PwC as Receiver of the Property. A copy of the
letter to counsel for the Debtors, dated 16 April 2010, is attached hereto as Exhibit “I”.
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22. By letter dated 20 April 2010 Borden Ladner Gervais LLP ("BLG™), the lawyers for the
Lenders, delivered a Notice of Intention to Enforce Security pursuant to the provisions of the
Bankruptcy and Insolvency Act to Goodmans LLP, counsel to the Debtors. Attached hereto and
marked as Exhibit “J” is a copy of the BLG letter dated 20 April , 2010 attaching a copy of the

Notice of Intention to Enforce Security.

23.  PwC has been engaged as financial advisor to CIBC throughout the CCAA proceedings
and is familiar with the property and business of the Debtors. They have already taken steps to
identify and assess the value of the assets of the Debtors, and to devise a marketing strategy for
the sale of those assets, including: retaining independent professionals to assess the value of
certain real estate owned by the Debtors and dispatching PwC professionals to assess the value

of'the Debtors’ Property.

24. Based on the foregoing, I am of the view that PwC is well placed to act as receiver of the
Debtors. PwC is a licensed trustee and has signed a consent to act as receiver of the Debtors in
this proceeding. In addition, E&Y are the auditors for CIBC and are therefore conflicted to act
as Receiver. A copy of the PwC consent is attached hereto as Exhibit “K”.

The Sale Process

25. I PwC is appointed as requested, CIBC is seeking approval of a sale process to be
carried out by the receiver to market and sell all of the assets of the Debtors

{the “Sale Process™).

26. ] understand that PwC, at the request of the Lenders, will file an affidavit containing a
report with the Court, as proposed Receiver, outlining what is proposed in terms of a sale process

for the Property, subject to Court approval.

27. 1 am advised by Gregory Prince, a partner at PwC, and do verily believe that a number of
prospective purchasers have already expressed an interest in the assets of the Debtors, including

certain parties related to the Debtors, even though the business is not presently operating.

28.  In light of the fact that the business is not operating, the Lenders are of the view that an

efficient, short and transparent sales process makes the most sense.
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29. The Lenders directly and through PwC have consulted with the Debtors and the Monitor
and there is no disagreement on the proposed approach. The Lenders are further of the view that

the Monitor has acted professionally and properly throughout the CCAA Proceedings.
Conglusion

30.  The Lenders are of the view that a receivership is the most fair and expeditious method to
dispose of the assets of the Debtors and achieve the maximum recovery for all stakeholders,
Such a result was contemplated by the Initial CCAA Order, which provided the Lenders with a
mechanism in paragraph 33 to enforce their rights and remedies under the Senior and
Subordinate Credit Agreements. PwC is well acquainted with the business and property of the

Debtors and it is appropriate for PwC to be appointed as Receiver.

SWORN before me at the City of Toronto, in )
the Province of Ontario, this 20" day of April, )

2010,
- / D

/ e
/ A 7
A NotaryPublic in and f6¢the Province o JOHN MCMURRAY
Ontarié yd
S

.




Cover-All Holding Corp.

Cover-All Building Systems Inc.

Cover-All U.S. Holding Corp.
Summit Structures, LLC
Quick Structures, LLC
Cover-All HoldingsU.S,, LLC
Summit StructuresU.S,, LLC
Summit Management, LLC
Eastern Cover-All, Inc.
NorthStar Cover-All, LLC
NorthStar Cover-All, Inc.

Summit Structures Limited

SCHEDULE “A”
DEBTORS






EXHIBIT A

This is the Exhibit marked “A” referred to in the
Affidavit of John McMurray sworn before me this
20™ day of April, 2010.
A e,
{ =

Notary Public in and for the Province of Ontario

/S




Action No. [0

IN'THE COURT OF QUEEN'S BENCH OF ALBERTA
JUDICIAL DISTRICT OF CALGARY

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF COVER-ALL HOLDING CORP., COVER-ALL BUILDING
SYSTEMS INC. AND THOSE ENTITIES LISTED IN SCHEDULE “A” HEREOF

BEFORE THE HONOURABLE
MR. JUSTICE LOVECCHIO

AT THE CALGARY COURTS CENTRE
IN THE CITY OF CALGARY, IN THE
PROVINCE OF ALBERTA, ON
WEDNESDAY THE 24TH DAY OF
MARCH, 2010.

e .

INITIAL ORDER

Diated gl
£

o
Y,

o Clerk of the Court
UPON the application of Cover-All Holding Corp., Cover-All Building Systems Inc. and

those entities listed in Schedule “A™ hereto (the “Applicants”), AND UPON having read the
Petition, the Affidavit of Nathan Stobbe (the “Stobbe Affidavit”); and the Affidavit of Service
of Susan M. Scarlett, filed; AND UPON reading the consent of Ernst & Young Inc. to Act as
Monitor (the “Monitor™) and upon noting that Canadian Imperial Bank of Commerce (*CIBC™)
and the other lenders under the Applicants’ Senior Credit Agreement and Subordinate Credit
Agreement (each as defined in the Stobbe Affidavit) (collectively, with CIBC, the “Lenders™)
the secured creditors who are likely to be affected by the charges granted herein have been
provided notice of this application; AND UPON hearing counsel for the Applicants, the Monitor,
the Lenders, no one else appearing although duly served as appears from the Affidavit of

Service, filed, IT IS HEREBY ORDERED AND DECLARED THAT:
SERVICE

1. The time for service of the notice of application for this Order is hereby abridged and this

application is properly returnable today.

DOCS #1154797 v. 4
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APPLICATION

2. The Applicants are companies to which the CCAA applies.

PLAN OF ARRANGEMENT

3. The Applicants shall have the authority to file and may, subject to further Order of this

Court, file with this Court a plan of compromise or arrangement (hereinafter referred to

as the “Plan”) between, among others, the Applicants and one or more classes of their

secured and/or unsecured creditors as they deem appropriate.

POSSESSION OF PROPERTY AND OPERATIONS

4. The Applicants shall:

(a)

remain in possession and control of their current and future assets, undertakings
and properties of every nature and kind whatsoever, and wherever situate

including all proceeds thereof (the “Property™);

subject to paragraph 12(a) or further Order of this Court, continue to carry on
business in a manner consistent with the preservation of their businesses (the

“Business”) and Property; and

be authorized and empowered to continue to retain and employ the employees,
consultants, agents, experts, accountants, counsel and such other persons
(collectively ““Assistants”) currently retained or employed by them, with liberty
to retain such further Assistants as they deem reasonably necessary or desirable in

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

5. The Applicants shall be entitled to continue to utilize the central cash management

system currently in place as described in the Stobbe Affidavit (the “Cash Management

System”) and that any bank providing the Cash Management System (the “Cash

Management System Provider”) shall not be under any obligation whatsoever to

DOCS #1154797 v. 4



(a2

inquire into the propriety, validity or legality of any transfer, payment, collection or other
action taken under the Cash Management System, or as to the use or application by the
Applicants of funds transferred, paid, collected or otherwise dealt with in the Cash
Management System, shall be entitled to provide the Cash Management System without
any liability in respect thereof to any Person (as hereinafter defined) other than the
Applicants, pursuant to the terms of the documentation applicable to the Cash
Management System, and shall be, in its capacity as Cash Management System Provider,
an unaffected creditor under the Plan with regard to any claims or expenses it may suffer
or incur in connection with the provision of the Cash Management System.
Notwithstanding anything in this Order, the Cash Management System Provider shall
have, and shall be deemed to have, a priority charge (ranking after the Applicants’
Advisors Administration Charge and the Lenders’ Advisors Administration Charge (both
as defined below), but in priority to all other charges) for the Cash Management
Expenses, where “Cash Management Expenses” means any obligations, chargebacks,
returns, liabilities, costs, charges, fees or expenses incurred by the Cash Management

System Provider under the Cash Management System.

6. To the extent permitted by law, the Applicants shall be entitled but not required to pay

the following expenses, incurred prior to or after this Order:

(a) except for termination pay, severance pay or damages for wrongful dismissal,
vacation pay and bonuses and expenses (to the extent such bonuses and expenses
do not constitute wages) accrued prior to the date of this Order, all outstanding
and future wages, salaries, employee and pension benefits, vacation pay, bonuses
and expenses payable on or after the date of this Order, in each case incurred in
the ordinary course of business and consistent with existing compensation policies

and arrangements; and

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

Applicants in connection with these proceedings or any U.S. bankruptcy

DOCS #1154797 v. 4
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proceedings, at their standard rates and charges, all substantially in accordance

with the Approved Cash Flows (defined below).

Except as otherwise provided to the contrary herein, the Applicants shall be entitled but
not required to pay all reasonable expenses incurred by the Applicants in carrying on the
Business in the ordinary course after this Order and in carrying out the provisions of this
Order, provided the amount of such payments do not vary materially from the cash flow
projections approved by the Lenders in writing as may be updated or amended from time
to time with the written approval of the Lenders (the “Approved Cash Flows™), which

expenses shall include, without limitation:

(a) all expenses and capital expenditures reasonably necessary for the preservation of
the Property or the Business including, without limitation, payments on account
of insurance (including directors and officers insurance), maintenance and

security services; and

(b) payment for goods or services actually supplied to the Applicants following the

date of this Order.

Notwithstanding any other provision of this Order: (a) any single disbursement proposed
to be made by the Applicants or any of them in excess of $50,000 requires the prior
written approval of the Lenders; and (b) the Applicants may not spend, utilize, pay,
distribute or otherwise disburse any funds not contemplated as a payment or
disbursement by the Approved Cash Flows (regardless of whether there are excess funds
available), except to the extent that such payments do not vary materially from the

Approved Cash Flows.

The Applicants shall remit, in accordance with legal requirements, or pay:

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

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

DOCS #1154797 v, 4



(94

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

respect of:

(i) employment insurance,

(i) Canada Pension Plan; and
(iv)  income taxes,

but only where such statutory deemed trust amounts arise after the date of this
Order, or are not required to be remitted until after the date of this Order. unless

otherwise ordered by the Court;

(b) all goods and services or other applicable sales taxes (collectively, “Sales Taxes™)
required to be remitted by the Applicants in connection with the sale of goods and
services by the Applicants, but only where such Sales Taxes are accrued or
collected after the date of this Order, or where such Sales Taxes were accrued or
collected prior to the date of this Order but not required to be remitted until on or

after the date of this Order; and

(c) any amount payable to the Crown in Right of Canada or of any Province thereof
or any political subdivision thereof or any other taxation authority in respect of
municipal realty, municipal business or other taxes, assessments or levies of any
nature or kind which are entitled at law to be paid in priority to claims of secured
creditors and which are attributable to or in respect of the carrying on of the

Business by the Applicants.

10. Until such time as a real property lease is disclaimed or resiliated in accordance with the
CCAA, the Applicants may pay all amounts constituting rent or payable as rent under
real property leases (including, for greater certainty, common area maintenance charges,
utilities and realty taxes and any other amounts payable as rent to the landlord under the

lecase) based on the terms of existing lease arrangements or as otherwise may be
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negotiated by the Applicants from time to time for the period commencing from and

including the date of this Order (“Rent”), but shall not pay any rent in arrears.

11. Except as specifically permitted in this Order, the Applicants are hereby directed. until
further Order of this Court on notice to the Lenders and the other parties on the service

list in these proceedings:

(a) to make no payments of principal, interest thereon or otherwise on account of
amounts owing by the Applicants to any of their creditors as of the date of this

Order, except as authorized by this Order;

(b) to grant no security interests, trust, liens, charges or encumbrances upon or in

respect of any of their Property except as authorized by this Order; and

(c) not to grant credit or incur liabilities except in the ordinary course of the Business.
RESTRUCTURING
12. The Applicants shall, subject to the consent of the Lenders and the Monitor with respect

to the rights provided in subparagraph (c) of this paragraph, have the right to:

(@) permanently or temporarily cease, downsize or shut down any of their businesses
or operations and to dispose of redundant or non-material assets not exceeding
$25.000 in any one transaction or $100,000 in the aggregate (or in excess of these

amounts, by Order of this Court);

(b) terminate the employment of such of their employees or temporarily lay off such
of their employces as they deem appropriate on such terms as may be agreed upon
between the Applicants, as applicable, and such employee, or failing such

agreement, to deal with the consequences thereof in the Plan; and
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(c) pursue all avenues of refinancing and offers for material parts of their Business or
Property, in whole or part, subject to prior approval of this Court being obtained
before any material refinancing or any sale (except as permitted by subparagraph

(a), above),

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

Business (the “Restructuring”).

13.

14.

The Applicants, as applicable, shall provide each of the relevant landlords with notice of
the Applicants’ intention to remove any fixtures from any leased premises at least seven
(7) days prior to the date of the intended removal. The relevant landlord shall be entitled
to have a representative present in the leased premises to observe such removal. If the
landlord disputes the Applicants’ entitlement to remove any such fixture under the
provisions of the lease, such fixture shall remain on the premises and shall be dealt with
as agreed between any applicable secured creditors, such landlord and the Applicants, as
applicable, or by further Order of this Court upon application by the Applicants, as
applicable, on at least two (2) days’ notice to such landlord and any such secured
creditors. If the Applicants, as applicable, disclaim the lease governing such leased
premises in accordance with Section 32 of the CCAA, it shall not be required to pay Rent
under such lease pending resolution of any such dispute, and the disclaimer of the lease

shall be without prejudice to the Applicants’ claim to the fixtures in dispute.

If a lease is disclaimed by the Applicants, or any of them, in accordance with Section 32

of the CCAA, then:

(a)  during the notice period prior to the effective time of the disclaimer, the landlord
may show the affected leased premises to prospective tenants during normal
business hours, on giving the Applicants, as applicable, and the Monitor 24 hours’

prior written notice; and

(b) at the effective time of the disclaimer, the relevant landlord shall be entitled to

take possession of any such leased premises without waiver of or prejudice to any
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claims or rights such landlord may have against the Applicants in respect of such
lease or lcased premises and such landlord shall be entitled to notify the
Applicants of the basis on which it is taking possession and to gain possession of
and re-lease such leased premises to any third party or parties on such terms as
such landlord considers advisable, provided that nothing herein shall relieve such
landlord of its obligation to mitigate any damages claimed in connection

therewith.

NO PROCEEDINGS AGAINST THE APPLICANTS OR THE PROPERTY

Until and including April 23, 2010, or such later date as this Court may order (the “Stay
Period”), no proceeding or enforcement process in any court (each, a “Proceeding”)
shall be commenced or continued against or in respect of any of the Applicants or the
Monitor, or affecting the Business or the Property, except with leave of this Court, the
written consent of the applicable Applicants and the Monitor, or as otherwise authorized
herein, and any and all Proceedings currently under way against or in respect of any of
the Applicants or affecting the Business or the Property are hereby stayed and suspended

pending further Order of this Court.

NO EXERCISE OF RIGHTS OR REMEDIES

16.

During the Stay Period, all rights and remedies of any individual, firm, corporation,
governmental body or agency, or any other entities (all of the foregoing, collectively
being “Persons” and each being a “Person™), whether judicial or extra-judicial, statutory
or non-statutory against or in respect of any of the Applicants or the Monitor, or affecting
the Business or the Property, are hereby stayed and suspended and shall not be
commenced, proceeded with or continued except with leave of this Court, provided that

nothing in this Order shall:

(a) empower the Applicants, or any of them, to carry on any business which the

Applicants are not lawfully entitled to carry on;
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(b)  exempt the Applicants, or any of them, from compliance with statutory or

regulatory provisions relating to health, safety or the environment;

(c) prevent the filing of any registration to preserve or perfect a security interest; or

(d)  prevent the registration of a claim for lien.

17. Nothing in this Order shall prevent any party from taking an action against the
Applicants, or any of them, where such an action must be taken in order to comply with
statutory time limitations in order to preserve their rights at law, provided that no further
steps shall be taken by such party except in accordance with the other provisions of this
Order, and notice in writing of such action be given to the Monitor at the first available

opportunity.

NO INTERFERENCE WITH RIGHTS

18. During the Stay Period, no person shall accelerate, suspend, discontinue, fail to honour,
alter, interfere with, repudiate, terminate or cease to perform any right, renewal right,
contract, agreement, licence or permit in favour of or held by the Applicants, or any of
them. except with the written consent of the Applicants and the Monitor, or leave of this

Court.

CONTINUATION OF SERVICES

19. During the Stay Period, all persons having:

(a) statutory or regulatory mandates for the supply of goods and/or services: or

(b) oral or wriften agreements or arrangements with the Applicants, or any of them,
including without limitation all computer software, communication and other data
services, centralized banking services, payroll services, insurance, transportation,

services, utility or other services to the Business or one or more of the Applicants
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are hereby restrained until further Order of this Court from discontinuing, altering,
interfering with, suspending or terminating the supply of such goods or services as may
be required by the Applicants, or any of them, or exercising any other remedy provided
under such agreements or arrangements. The Applicants shall be entitled to the
continued use of their current premises, telephone numbers, facsimile numbers, internet
addresses and domain names, provided in each case that the usual prices or charges for all
such goods or services received after the date of this Order are paid by the Applicants in
accordance with the payment practices of the Applicants, or such other practices as may
be agreed upon by the supplier or service provider and each of the Applicants and the
Monitor, or as may be ordered by this Court. Nothing in this Order has the effect of
prohibiting a person from requiring immediate payment for goods, services, use of leased

or licensed property or other valuable consideration provided after the date of this Order.

NO OBLIGATION TO ADVANCE MONEY OR EXTEND CREDIT

20.

Notwithstanding anything else contained in this Order, no creditor of the Applicants shall
be under any obligation after the making of this Order to advance or re-advance any

monies or otherwise extend any credit to the Applicants.

PROCEEDINGS AGAINST DIRECTORS AND OFFICERS

During the Stay Period, and except as permitted by subsection 1 1.03(2) of the CCAA, no
Proceeding may be commenced or continued against any of the former, current or future
directors or officers of any of the Applicants with respect to any claim against the
directors or officers that arose before the date hereof and that relates to any obligations of
the Applicants, or any them, whereby the directors or officers are alleged under any law
to be liable in their capacity as directors or officers for the payment or performance of
such obligations, until a compromise or arrangement in respect of the Applicants, if one
is filed, is sanctioned by this Court or is refused by the creditors of the Applicants or this

Court.
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DIRECTORS' AND OFFICERS' INDEMNIFICATION AND CHARGE

[N
(8]

The Applicants shall indemnity their directors and officers from all claims, costs, charges
and expenses relating to the failure of the Applicants, after the date hereof, to make
payments of the nature permitted by subparagraphs 6(a), 9(a), 9(b)and 9(c)of this Order
which they sustain or incur by reason of or in relation to their respective capacities as
directors and/or officers of the Applicants except to the extent that, with respect to any
officer or director, such officer or director has participated in the breach of any related

fiduciary duties or has been grossly negligent or guilty of wilful misconduct.

The directors and officers of the Applicants, or of any of them, shall be entitled to the
benefit of and are hereby granted a charge (the “Directors’ Charge™) on the Property,
which charge shall not exceed an aggregate amount of $500,000, as security for the
indemnity provided in paragraph 22 of this Order. The Directors’ Charge shall have the

priority set out in paragraphs 35 and 37 herein.

Notwithstanding any language in any applicable insurance policy to the contrary:

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

Directors’ Charge; and

(b) the directors and officers of the Applicants, or of any of them, shall only be
entitled to the benefit of the Directors’ Charge to the extent that they do not have
coverage under any directors’ and officers’ insurance policy, or to the extent that
such coverage is insufficient to pay amounts indemnified in accordance with

paragraph 22 of this Order.
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APPOINTMENT OF MONITOR

2
A

26.

rnst & Young Inc. is hereby appointed pursuant to the CCAA as the Monitor, an officer

of this Court, to monitor the Property and the Applicants’ conduct of the Business with

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

Applicants and their sharcholders, officers, directors, and Assistants shall advise the

Monitor of all material steps taken by the Applicants pursuant to this Order, and shall co-

operate fully with the Monitor in the exercise of its powers and discharge of its

obligations.

The Monitor, in addition to its prescribed rights and obligations under the CCAA, is

hereby directed and empowered to:

(a)

monitor the Applicants’ receipts and disbursements, Business and dealings with

the Property;

report to this Court at such times and intervals as the Monitor may deem
appropriate with respect to matters relating to the Property, the Business, and such
other matters as may be relevant to the proceedings herein and immediately report
to the Court if in the opinion of the Monitor there is a material adverse change in

the financial circumstances of the Applicants;

assist the Applicants, to the extent required by the Applicants, in their
dissemination to the Lenders and/or their financial advisor and counsel, of
financial and other information as agreed to between the Applicants and the

Lenders which may be used in these proceedings;

advise the Applicants in its preparation of the Applicants’ cash flow statements
and reporting required by the Lenders, which information shall be reviewed with
the Monitor and delivered to the Lenders and their counsel or financial advisor on

a periodic basis, but not less than weekly;
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(h)

()

advise the Applicants in their development of the Plan and any amendments to the

Plan;

advise the Applicants, to the extent required by the Applicants, with the holding

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

have full and complete access to the books, records and management, employees
and advisors of the Applicants and to the Business and the Property to the extent
required to adequately assess the Applicants” Business and financial affairs and

perform its duties arising under this Order;

advise and assist the Applicants with respect to any sales and marketing process
to sell the Property and the Business or any part thereof, and administer and

conduct any such marketing and sale process;

be at liberty to engage independent legal counsel or such other persons as the
Monitor deems necessary or advisable respecting the exercise of its powers and

performance of its obligations under this Order;

consider, and if deemed advisable by the Monitor, prepare a report and

assessment on the Plan;

assist the Applicants in the provision of weekly variance reports to the Lenders
and/or their financial advisor and counsel with respect to the Approved Cash

Flows; and

perform such other duties as are required by this Order or by this Court from time

to time.

27 The Monitor shall not take possession of the Property and shall take no part whatsoever

in the management or supervision of the management of the Business and shall not, by
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fulfilling its obligations hereunder, or by inadvertence in relation to the due exercise of
powers or performance of duties under this Order, be deemed to have taken or maintain
possession or control of the Business or Property, or any part thereof. Nothing in this
Order shall require the Monitor to occupy or to take control, care, charge, possession or
management of any of the Property that might be environmentally contaminated, or
might cause or contribute to a spill, discharge, release or deposit of a substance contrary
to any federal, provincial or other law respecting the protection, conservation,
enhancement, remediation or rehabilitation of the environment or relating to the disposal
or waste or other contamination, provided however that this Order does not exempt the
Monitor from any duty to report or make disclosure imposed by applicable environmental

legislation.

The Monitor shall provide any creditor of the Applicants with information provided by
the Appl‘icams in response to reasonable requests for information made in writing by such
creditor addressed to the Monitor. The Monitor shall not have any responsibility or
liability with respect to the information disseminated by it pursuant to this paragraph. In
the case of information that the Monitor has been advised by the Applicants is
confidential, the Monitor shall not provide such information to creditors unless otherwise

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

In addition to the rights and protections afforded the Monitor under the CCAA or as an
officer of this Court, the Monitor shall incur no liability or obligation as a result of its
appointment or the carrying out of the provisions of this Order, save and except for any
gross negligence or wilful misconduct on its part. Nothing in this Order shall derogate

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

Notwithstanding any other provision of this Order, the Applicants, as part of the costs of
these proceedings, shall pay the reasonable fees and disbursements incurred in respect of

these proceedings, in each case at their standard rates and charges, of:

(a) the Monitor and counsel to the Monitor (including, without limitation, Canadian

and U.S. counsel);
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(b) counsel to the Applicants (including, without limitation, Canadian and U.S.

counsel) ; and

(c) counsel to the Lenders (including, without limitation, Canadian and U.S. counsel)

and, as applicable, financial advisors and appraisers to the Lenders

and the Monitor, counsel to the Monitor, counsel to the Applicants, and counsel and
financial advisors and appraisers to the Lenders are hereby directed to render accounts to
the Applicants on a weekly basis and the Applicants are hereby authorized and directed to
pay the accounts of the Monitor, counsel to the Monitor, counsel to the Applicants and

counsel and financial advisors and appraisers to the Lenders on a weekly basis.
51 I'he Monitor and its legal counsel shall pass their accounts from time to time.

32. As security for the professional fees and disbursements incurred both before and after the

granting of this Order in respect of these proceedings:

(a) the Monitor, counsel to the Monitor and the Applicants’ counsel, shall be entitled
to the benefits of and are hereby granted a charge (the “Applicants’ Advisors
Administration Charge”) on the Property, which charge shall not exceed an

aggregate amount of $500,000; and

(b) counsel and financial advisors and appraisers to the Lenders shall be entitled to
the benefits of and are hereby granted a charge (the “Lenders’ Advisors
Administration Charge™) on the Property, which charge shall not exceed_ an

aggregate amount of $200,000.

The Applicants’ Advisors Administration Charge and the Lenders’ Advisors

Administration Charge shall have the priority set out in paragraphs 35 and 37 hereof.
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UNAFFECTED CREDITORS

(2

3. Notwithstanding any other provision of this Order, including, without limitation the stay

of proceedings granted hereunder:

(a)  the Lenders shall be treated as unaffected in the Plan or any proposal filed by the

Applicants or any of them under the Bankruptcy and Insolvency Act (Canada);

(b)  upon at least two (2) business days notice to the Applicants and the Monitor, the
Lenders may exercise any and all of their rights and remedies available to them
against the Applicants or any of them and the Property under, in connection with
or pursuant to the Senior Credit Agreement or the Subordinate Credit Agreement,

and the security granted thereunder and with respect thereto;

(c) the foregoing rights and remedies of the Lenders shall be enforceable against any
trustee in bankruptcy, interim receiver, receiver or receiver and manager of the

Applicants or any of them, or the Property; and

(d) the Applicants shall not seek a continuation of the stay of proceedings without the
prior consent of the Lenders and, in that case, on terms and conditions satisfactory

to the Lenders.

DIP FINANCING

34.  The Applicants shall not enter into or seek approval of any debtor in possession financing
arrangements except with the prior approval of the Lenders and on terms and conditions

reasonably satisfactory to the Lenders.

VALIDITY AND PRIORITY OF CHARGES

35. The priorities of the Directors' Charge, the Applicants® Advisors” Administration Charge

and the Lenders’ Advisors Administration Charge, as among them, shall be as follows:
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First — Applicants’ Advisors’ Administration Charge (to the maximum amount of
$500,000) and Lenders’ Advisors Administration Charge (to the maximum amount of

$200,000), on a pari passu basis as between them; and;
Second — Directors' Charge (to the maximum amount of $500,000).

The filing. registration or perfection of the Directors’ Charge, the Applicants’ Advisors
Administration Charge and the Lenders’ Advisors Administration Charge (collectively,
the “Charges”) shall not be required, and the Charges shall be valid and enforceable for
all purposes, including as against any right, title or interest filed, registered, recorded or
perfected subsequent to the Charges coming into existence, notwithstanding any such

failure to file, register, record or perfect.

Each of the Directors’ Charge, the Applicants’ Advisors Administration Charge and the
Lenders’ Advisors Administration Charge (all as constituted and defined herein) shall
constitute a charge on the Property and such Charges shall rank in priority to all other
security interests, trusts, liens, charges and encumbrances, statutory or otherwise
(collectively, “Encumbrances™) in favour of any Person, notwithstanding the order of
perfection or attachment, except for any validly perfected security interest in favour of a
“secured creditor” as defined in the CCAA not provided with notice of this Order or any
Encumbrance existing on the date hereof in respect of any of source deductions from
wages, employer health tax, workers compensation, federal or provincial sales taxes and
vacation pay, in favour of any Person which is a “secured creditor” as defined in the

CCAA not provided notice of this Order.

Iixcept as otherwise expressly provided for herein, or as may be approved by this Court,
the Applicants shall not grant any Encumbrances over any Property that rank in priority
to, or pari passu with, any of the Directors’ Charge, the Applicants’ Advisors
Administration Charge or the Lenders’ Advisors Administration Charge, unless the
Applicants also obtain the prior written consent of the Monitor and the beneficiaries of
the Directors' Charge, Applicants’ Advisors Administration Charge and the Lenders’

Advisors Administration Charge, or further Order of this Court.
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39. The Directors' Charge, the Applicants’ Advisors Administration Charge and the Lenders’

Advisors Administration Charge shall not be rendered invalid or unenforceable and the

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

“Chargees”) shall not otherwise be limited or impaired in any way by:

(a)

(e)

the pendency of these proceedings and the declarations of insolvency made in this

Order;

any application(s) for bankruptcy order(s) issued pursuant to BIA, or any

bankruptcy order made pursuant to such applications;

the filing of any assignments for the general benefit of creditors made pursuant to

the BIA;
the provisions of any federal or provincial statutes; or

any negative covenants, prohibitions or other similar provisions with respect to
borrowings, incurring debt or the creation of Encumbrances, contained in any
existing loan documents, lease, sublease, offer to lease or other agreement
(collectively, an “Agreement”) which binds the Applicants, or any of them, and

notwithstanding any provision to the contrary in any Agreement:

(1 neither the creation of the Charges nor the execution, delivery, perfection,
registration or performance of any documents in respect thereof, shall
create or be deemed to constitute a new breach by the Applicants of any

Agreement to which they are a party;

(i) none of the Chargees shall have any liability to any Person whatsoever as
a result of any breach of any Agreement caused by or resulting from the

creation of the Charges; and
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(i)  the payments made by the Applicants pursuant to this Order and the
granting of the Charges, do not and will not constitute fraudulent
preferences, fraudulent conveyances, oppressive conduct, settlements or
other challengeable, voidable or reviewable transactions under any

applicable law.

ALLOCATION

40.

Any interested Person may apply to this Court on notice to any other party likely to be
affected, for an Order to allocate the Applicants’ Advisors Administration Charge, the
Lenders’ Advisors Administration Charge and the Directors’ Charge amongst the various

assets comprising the Property.

SERVICE AND NOTICE

41.

42.

The Monitor shall (1) without delay, publish in the Globe and Mail a notice containing the
information prescribed under the CCAA, (ii) within five days after the date of this Order,
(A) make this Order publicly available in the manner prescribed under the CCAA, (B)
send, in the prescribed manner, a notice to every known creditor who has a claim against
the Applicants of more than $1000, and (C) prepare a list showing the names and
addresses of those creditors and the estimated amounts of those claims, and make it
publicly available in the prescribed manner, all in accordance with Section 23(1)(a) of the

CCAA and the regulations made thereunder.

The Applicants and the Monitor shall be at liberty to serve this Order, any other materials
and Orders in these proceedings, any notices or other correspondence, by forwarding true
copies thereof by prepaid ordinary mail, courier, personal delivery, facsimile
transmission or e-mail to the Applicants’ creditors or other interested Persons at their
respective addresses as last shown on the records of the Applicants and that any such
service or notice by courier, personal delivery, facsimile transmission or ¢-mail shall be
deemed to be received on the next business day following the date of forwarding thereof,

or if sent by ordinary mail, on the third business day after mailing. The Monitor may
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post a copy of any or all such materials on its website at “www.ey.com/ca/cover-all”,

which shall be established for informational purposes.

GENERAL

43.

44,

46.

The Applicants or the Monitor may from time to time apply to this Court for advice and

directions in the discharge of its powers and duties hereunder.

Nothing in this Order shall prevent the Monitor from acting as an interim receiver, a
receiver, a receiver and manager, or a trustee in bankruptcy of the Applicants, or any of

them, the Business or the Property.

This Court hereby requests the aid and recognition of any court, tribunal, regulatory or
administrative body having jurisdiction in Canada, the United States or elsewhere, to give
effect to this Order and to assist the Applicants, the Monitor and their respective agents in
carrying out the terms of this Order. All courts, tribunals, regulatory and administrative
bodies are hereby respectfully requested to make such Orders and to provide such
assistance to the Applicants and to the Monitor, as an officer of this Court, as may be
necessary or desirable to give effect to this Order, to grant representative status to the
Monitor or‘to any of the Applicants in any foreign proceeding, or to assist the Applicants

and the Monitor and their respective agents in carrying out the terms of this Order.

Any of the Applicants or the Monitor is at liberty and is hereby authorized and
empowered to apply to any court, tribunal, regulatory or administrative body, wherever
located, for the recognition of this Order and for assistance in carrying out the terms of
this Order, including in any U.S. Bankruptcy Court in respect of proceedings commenced
under Chapter 15 of the U.S. Bankruptcy Code in respect of recognition proceedings
commenced therein, and any of the Applicants or the Monitor is authorized and
empowered to act as a “foreign representative” of the Applicants or of any of them for the

purpose of having these proceedings recognized in a jurisdiction outside Canada.
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47. Any interested party (including the Applicants and the Monitor) may apply to this Court
to vary or amend this Order on not less than seven (7) days' notice to any other party or
parties likely to be affected by the Order sought or upon such other notice, if any, as this

Court may order.

48. This Order and all of its provisions are effective as of 12:01 a.m. Mountain Standard

Time on the date of this Order.

€S s Uncho "
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SCHEDULE “A”
APPLICANTS

Cover-All Holding Corp.
Cover-All Building Systems Inc.
Cover-All U.S. Holding Corp.
Summit Structures, LLC

Quick Structures, LLC

Cover-All Holdings U.S., LLC
Summit Structures U.S., LLC
Summit Project Management, LLC
Iastern Cover-All, Inc.

NorthStar Cover-All, LLC

NorthStar Cover-All, Inc.
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IN THE COURT OF QUEEN'S BENCH OF
ALBERTA JUDICIAL DISTRICT OF CALGARY

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

AND IN THE MATTER OF A PLAN OF
COMPROMISE OR ARRANGEMENT OF COVER-
ALL HOLDING CORP,,
COVER-ALL BUILDING SYSTEMS INC. AND
THOSE ENTITIES LISTED IN SCHEDULE “A”
HEREOF

INITIAL ORDER

GOODMANS LLP
Barristers and Solicitors
333 Bay Street, Suite 3400
Toronto, Ontario, Canada M5H 287

Jay A. Carfagnini (LSUC # 222936)
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Afhidavit of Nathan Stobbe Action No.
Sworn March 24,2010

IN THE COURT OF QUEEN’S BENCH OF ALBERTA
JUDICIAL DISTRICT OF CALGARY

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

AND IN THE MATTER OF

A PLAN OF COMPROMISE OR ARRANGEMENT
OF COVER-ALL HOLDING CORP., COVER-ALL BUILDING SYSTEMS INC. AND
THOSE ENTITIES LISTED IN SCHEDULE “A” HERETO
APPLICANTS

AFFIDAVIT OF NATHAN STOBBE

I, NATHAN STOBBE, of the City of Saskatoon, in the Province of Saskatchewan,

MAKE OATH AND SAY:

L INTRODUCTION

1. I have been President and Chief Executive Officer of Cover-All Building Systems Inc.
(“CBSI”) since June of 2002. T am also a director and/or an officer of Cover-All Holding Corp.
(“Holdeo™), CBSI and certain of the subsidiaries that are owned either directly or indirectly by
Holdeo and CBSI. As such, I have personal knowledge of the matters to which I depose in this
Affidavit.  Where I do not possess personal knowledge, I have stated the source of my

information and in all such cases believe it to be true.

2. This Affidavit is sworn in support of a motion for an Order protecting Holdco, CBSI and

those entities listed in Schedule “A” hereto (collectively, the “Cover-All Group”) from their
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creditors pursuant to the Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as

amended (the “CCAA™).

3. The principal objective of these proceedings is to provide the Cover-All Group with an
opportunity to effect a successful restructuring of its business, which may include a sale of all or
part of its assets, property, business and undertaking (collectively, the “Property”). In order to
accomplish this objective, the Applicants seek protection of this Honourable Court from all

proceedings and remedies taken or that might be taken in respect of the Applicants.

1L BACKGROUND

4, The Cover-All Group is the leading manufacturer of pre-engineered membrane building
systems for the North American and European non-residential construction market. Operating
through a world-wide dealer network, CBSI and its directly and indirectly owned subsidiaries
provide engineering, manufacturing and design build services to customers (the “Cover-All

Business™).

(A)  Overview of the Cover-All Group and the Cover-All Business

(i) The Pre-Engineered Building Systems Industry

5. The Cover-All Group participates in designing and building prefabricated, permanent and

portable buildings.

6. Pre-engineered non-residential buildings have become a highly accepted method of
construction for low-rise, non-residential structures such as retail stores, factories, warehouses,

distribution centers, religious, athletic and event centres, office buildings, banks and schools.
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7. Pre-enginecred non-residential building systems are constructed from pre-engineered
components such as steel, concrete, wood and fabric membrane, that are produced in a factory
and either assembled at the plant or delivered to the building site for final assembly. In contrast
to conventional construction methods (i.e. structures that are not pre-engineered) wherein
components are cut, fitted, joined and assembled on-site, pre-engineered systems offer several
benefits, including shorter construction time, lower construction costs, greater efficiencies and

flexibility of design.

8. The size of the U.S. market for pre-engineered non-residential building systems was

LUSS8 billion in 2009 and the size of the Canadian market was $2 billion in 2009,

9. The market for pre-engineered buildings system consists primarily of the following five

broad customer segments:

(a) industrial: including manufacturing plants, warehousing, distribution and hangar

facilities;
institutional: including correctional facilities, libraries and health care facilities:

(b)

(c) office. including one-story, low-rise designs;

(d) commercial: including retail stores and hospitality facilities; and
(e)

agricultural and other markets: including grain and crop storage facilities

b4

garages, barns and the military market.

10. The fabric-covered building industry in North America is highly fragmented. There are a

limited number of large companies that offer a broad range of products; however, there are also

DOCS #1155384v. |



numerous small regional manufacturers that operate in a single or limited product scgment of the

industry.

1. The Cover-All Group is the largest supplier of pre-engineered membrane building
systems in North America, with an estimated market share of 25%. With approximately 35,000
of its storage buildings located around the world, the Cover-All Group is one of the most

recognized and recommended pre-engineer membrane structure manufacturers in the world.

(i) Cover-All Business
12. The Cover-All Business involves the manufacture of steel-framed, fabric covered
buildings for use in agricultural, industrial, equine, government, commercial, disaster relief,
military and recreational applications. The Cover-All Group also provides project management

and installation services.

13. The Cover-All Business is carried out by CBSI, the entities that comprise the Cover-All
Group, and various corporately-owned and independently authorized dealers. Specifically, CBSI
manufactures building models and sells them to its subsidiaries and dealers at wholesale prices,
which, in turn, sell these structures to retail and corporate customers. In most instances, the
subsidiaries and dealers subsequently install the structures for the customers. The subsidiaries
and dealers are located all over the world, including in Canada, the U.S., the United Kingdom

and Germany.

14. CBSI controls, directly or indirectly, the subsidiaries that are included in Schedule “A”
hereto. There are also approximately 80 dealers in North America and 24 dealers in Europe that
solicit local sales and install the building structures supplied by CBSI. Of these dealers, CBSI

directly or indirectly owns three in Canada, three in the U.S., one in the UK. and one in
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Germany. Dealers in North America have entered into written contracts with CBSI. The dealers
in Europe do not have written contracts with the Cover-All Group: however, CBSI leads the

arrangements and has a relationship with the European dealers.

15, The Cover-All Group has implemented modern, best-in-class information systems to
support its activities and ensure a high level of sales and operations efficiency. The Cover-All
Group has developed and implemented software solutions to increasingly automate manual

processes and has developed software solutions specific to the Cover-All Group’s needs.

(a) Manufacture of Pre-Engineered Membrane Building Systems

16. In the mid-1990’s, the Cover-All Group pioneered the use of pre-engineered membrane
building systems (“PMBS”) for permanent structures in North America.  Prior to the mid-

1990’s, PMBS were predominantly used for temporary structures.

17. PMBS structures offer several advantages over metal or wood building systems,
including superior interior environment (i.c. increased natural light), speed of delivery (i.c.
PMRBS structures can be designed, engineered, manufactured and installed in a much shorter

timeframe) and superior corrosion protection.

18. The Cover-All Group engineers, fabricates, sells and installs PMBS structures that range
from 5 to 300 feet in width, and up to any length. Independent contract engineering firms review
and stamp projects that require site specific engineering. Existing and new product designs and
concepts other than Quick Structures (which do not involve engineering design) are reviewed
and approved by, among others, independent contract engineering firms in cach of Canada, the

U.S. and the UK.
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19. CBSI designs and manufactures twelve different building models: Titan, Titan Low
Slope, Meridian, Gemini, Icon, Medallion, Arch, Crescent, Guardian, Custom, Legend and

Utility.

20. The Titan and Legend building series® are the most popular building models sold by the
Cover-All Group. In 2009, the Titan and Legend building series accounted for approximately

90% of the Cover-All Group’s building revenue.

21. The Cover-All Business has three main divisions: Cover-All Building Systems, Summit

Structures, and Quick Structures, each of which targets a different market segment.

(1) Cover-All Building Systems Division
22. The Cover-All Building Systems (“CABS”) division is the Cover-All Group’s flagship
brand, positioned as a mid-tier, high quality brand and sold, installed and serviced by the Cover-

All Group’s dealer network.

23. The CABS division is responsible for selling and distributing all CABS branded products

including the Legend, Titan, Meridian and Medallion Building series.

24, The majority of CABS dealers are primarily dedicated to CABS products or have

divisions wholly committed to CABS products.

[
(4]

The CABS division is further subdivided into three divisions: Cover-All Central Prairies,

Cover-All Building Systems of Ontario and Cover-Al] Alberta.

26. In 2009, sales from the CABS division were $62 million, representing 56% of the Cover-

All Group’s revenue.
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(2) Summit Structures Division
27. The Summit Structures division concentrates on larger, higher value projects that require

more engineering and customization, and typically involve construction project management.

28. The Summit Structures division sells its products directly to customers through the

Summit Structures divisional sales force instead of through a dealer network.

29. In 2009, sales from the Summit Structures division were $9 million, representing 8% of

the Cover-All Group’s revenue.

(3) Quick Structures Division

30. The Quick Structures brand provides smaller, lower-priced structures for non-engineered
applications.
31. The Quick Structures division sells its products through its network of dealers and

retailers across North America and Europe. In addition to independent dealers, Quick Structures

are also sold through a significant number of CABS,

32. In 2009, sales from the Quick Structures division were $5 million, representing 4% of the

Cover-All Group’s revenue.

(b) Project Management and Installation Services

33. In addition to the Cover-All Group’s manufactured products, the Cover-All Group
provides value-added services including project management and installation services. In 20009,
sales from project management and installation services were $36 million, representing 32% of

the Cover-All Group’s revenue.
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34. Through the Cover-All Group’s Summit Structures division and its corporate-owned
dealers, the Cover-All Group provides building project management services, including co-
ordination of design professionals, sub-contractors, contract workers and other services required

to complete the overall construction project.

35. The Cover-All Group provides installation services to its customers and dealers primarily
through its ownership interest in NorthStar Cover-All, LLC. North-Star Cover-All, LLC
employs approximately 45 individuals who are dedicated to installation of the Cover-All Group’s

products and who travel throughout North America to provide the labour and expertise to install

these products.

36. Additionally, the Cover-All Group’s operations include after-sales service and warranty

support to assist in the efficient processing of orders and the monitoring of product quality.

(c) Costs
37. The Cover-All Group’s most significant costs are for steel, fabric and transportation,
38. Steel represents a large portion of the Cover-Al] Group’s total manufacturing costs,

which costs are therefore subject to market fluctuations in the price of steel. Similarly, the price
of polyethylene fabric, which is typically used in the Cover-All Group’s structures, is driven by
the price of natural gas and is also subject to market fluctuations. Transportation of finished
goods that are distributed from the plant to the customer are coordinated and procured by the

Cover-All Group and the transportation costs are charged out to customers,
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(iii) History of the Cover-All Group
39. The Cover-All business was founded in 1993, In its carly years, the company

concentrated on sales to agricultural end markets, including hay storage, cattle, and dairy.

40. By 1995, dealer networks were established in order to sell products outside of

Saskatchewan to customers in Canada and the U.S.

41. The Cover-All business expanded into commercial and industrial markets in 1998
Shortly thereafter, the company launched the TITAN building series, which, at upwards of 160

feet wide, represented Cover-All’s largest building at the time.

42. In and around 2000, after the registered name of the company was changed from 629224
Saskatchewan Ltd. to Cover-All Building Systems Inc., CBSI made the decision to formally
expand outside of Saskatchewan in order to penetrate different geographic regions and expand

the pool of potential purchasers.

43. In 2003, CBSI established a European dealer network, thereby providing the company
with access into the European market. In 2005, CBSI acquired its largest dealer and in doing so

gained access into Ontario and New York.

44, In 2007, Cover-All Holdings U.S., LLC acquired 51% of the installation company
NorthStar Cover-All, LLC which was, at the time, the largest PMBS installation company in
North America. In 2008, Cover-All Holdings U.S., LLC acquired the remaining 49% of

NorthStar Cover-All, LLC.

4s. Also in 2007, CBSI acquired 95% of its dealer in Germany to assist in its access to the

lluropean market.
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(iv) Ownership of the Cover-All G roup
46. Prior to October 2007, CBSI and the various direct and indirect subsidiaries that are listed
in Schedule “A™ were wholly-owned by management, Tri-West Capital Private Equity Fund and
other former management as sharcholders of the ultimate parent company. However, in October
2007, Audax Private Equity Fund 11, L.P. and certain related entities (collectively, “Audax”)
acquired an 85% interest in the company, invested through a Luxembourg entity. As of the date
of the swearing of this Affidavit, Audax and management (who invested through 101108501
Saskatchewan Ltd.) are the owners of Holdco, CBSI and the subsidiaries listed in Schedule *A”,

as sharcholders of Cover-All Holdings, S.a.r.l and 101108501 Saskatchewan Ltd., respectively.

v) Corporate Structure of the Cover-All G roup
47. CBSI’s registered head office is located at 4500, 855-2" Street S.W., Calgary, Alberta.
The Cover-All Group is managed and operated on a consolidated basis from its headquarters in

Saskatoon, Saskatchewan.

48. A copy of the corporate organization chart for the Cover-All Group is attached hereto as

Exhibit “A™,

(a) Canadian Entities

(1) 101108501 Saskatchewan Ltd.

49, 101108501 Saskatchewan Ltd. was formed under the laws of the Province of
Saskatchewan by the management of the Cover-All Group to pass investments through it to
Holdco.  Other than its shares in Holdco, 101108501 Saskatchewan Ltd. does not have any

property or assets in Canada, is not a party to the lending arrangements with CIBC, as
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administrative agent, related to the Cover-All Group, and is therefore not an applicant in these

proceedings.

(2) Holdco
50. Holdeo is an unlimited liability company that was incorporated under the laws of the
Province of Nova Scotia on October 9,2007. The registered head office of Holdco is located at

900 — 1959 Upper Water Street, Halifax, Nova Scotia.

51. Holdco is a guarantor of the obligations of CBSI to Canadian Imperial Bank of
Commerce (“CIBC™) and the other lenders (collectively, the “Lenders™) under the Senjor Credit
Agreement and the Subordinate Credit Agreement (each as defined below) (the “Credit

Agreement Obligations™).

52. I'am a director of Holdco, as are Andrew Fortier, Keith R. Polumbo and Steven R. Loose.
I'am the President of Holdco and its other officers are Steven R. Loose (Vice-President) and

Andrew Fortier (Vice-President and Secretary).

53. Holdeo's onbyprimary assets are 100% of the common shares that it holds in Cover-All

U.S. Holding Corp. and CBSI.

54, Holdco is an Applicant in these proceedings.
(3) CBSI
55 CBSI was originally incorporated as 629224 Saskatchewan Ltd. under the laws of the

Province of Saskatchewan on September 10, 1999. A name change was filed effective February
I'l, 2000 in which the name of the corporation was changed from 629224 Saskatchewan Ltd. 1o

Cover-All Building Systems Inc.
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56. After a series of amalgamations, and discontinuances and continuances from the
Provinces of Saskatchewan and Ontario to the Province of Alberta, Cover-All Business Systems
[ne. amalgamated with Cover-All Alberta Ltd. on August 17, 2008 to form CBSI, an Alberta

corporation.

S7. CBSPsregistered head office is 4500, 855 — 2™ Street S.W., Calgary, Alberta. CBSIis a

wholly-owned subsidiary of Holdco.

38. In addition to Alberta, CBSI is registered to conduct business in Ontario, British

Columbia, Saskatchewan and Manitoba.

59. CBSI is the borrower under the Senior Credit Agreement and the Subordinate Credit

Agreement,

60. [ am a director of CBS]I, as are Andrew Fortier, Steven R. Loose and Keith R. Palumbo. |
am the President and CEO of CBSI, and its other officers are Todd Payne (Secretary, Treasurer
and Chief Financial Officer), Paul Johnson (Chief” Operating Officer) and Andrew Fortier

(Secretary).

61. CBSI directly owns 100% of the shares or units, as applicable, of the following four
subsidiaries: Summit Structures, LLC; Quick Structures, LLC; Cover-All Holdings U.S., LLC;

and Summit Structures Limited.

62. CBSIis an Applicant in these proceedings.
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(b) U.S. Entities

(1) Cover-All U.S. Holding Corp.
63. Cover-All U.S. Holding Corp. is a shell entity that was incorporated in Delaware on
October 4, 2007, Although Cover-All U.S. Holding Corp. was incorporated for the purposes of
carrying out a business venture, such business venture is yet to be pursued. As such, it has been
inactive and has had no assets since its date of incorporation., However, Cover-All U.S. Holding
Corp. is a guarantor of the Credit Agreement Obligations and has recently opened a bank account

in Canada. Accordingly, Cover-All U S, Holding Corp. is an Applicant in these proceedings.

64. ['am a director of Cover-All U.S. Holding Corp., as are Andrew Fortier, Keith R,
Polumbo and Steven R. Loose. | am the President of Cover-Al] U.S. Holding Corp., and its
other officers are Steven R. Loose (Vice-President) and Andrew Fortier (Vice-President and

Secretary).

(2) Summit Structures, LLI.C
63. Summit Structures, LLC is a limited liability company that was formed under the laws of
Pennsylvania. Summit Structures, LLC’s sole member is CBS] and its officers are Andrew
Fortier (Secretary), Todd Payne (Treasurer), Paul Johnson (Chief Operating Officer), Wayne

Gursky (General Sales Manager) and Darcy McLean (Business Director).

66. Summit Structures, LL.C was formed to assist with large and complex orders that dealers

were unable to fill on their own. Summit Structures, LLC has a bank account in Canada.

67. Summit Structures, LL.C is a guarantor of the Credit Agreement Obj gations.
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68, Summit Structures, LLC is the parent corporation of three entitics that were primarily
formed for tax purposes. The following entities are subsidiaries of Summit Structures, LLC:

Summit Structures U.S., LLC; Summit Project Management, LLC; and Eastern Cover-All Inc.
69. Summit Structures, LLC is an Applicant in these proceedings.

(3) Summit Structures U.S., LL.C
70. Summit Structures U.S., LLC is a limited liability company that was formed in
Pennsylvania. Its sole member is Summit Structures, L.LC, and its officers are Andrew Fortier
(Secretary), Todd Payne (Treasurer), Paul Johnson (Chief Operating Officer), Wayne Gursky

(General Sales Manager) and Darcy McLean (Business Director).

71. Summit Structures, U.S., LLC performs some sales for the Cover-All Group and has a
pank account in Canada. Summit Structures, U.S., LLC is a guarantor of the Credit Agreement

Obligations.
72. Summit Structures U.S., LLC is an Applicant in these proceedings.

(4) Summit Project Management, LLC
73. Summit Project Management, LLC is a limited liability company that was formed in
Pennsylvania. Its sole member is Summit Structures, LLC and its officers are Andrew Fortier
(Secretary), Todd Payne (Treasurer), Paul Johnson (Chief Operating Officer) and Darcy McLean

(Business Director).

74. Summit Project Management, LLC is presently inactive and has a bank account in

Canada. Summit Project Management, LLC is a guarantor of the Credit Agreement Obligations.
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75. Summit Project Management, LLC is an Applicant in these proceedings.

(5) Eastern Cover-All, Inc.
76. Eastern Cover-All, Inc. was incorporated under the laws of New York and is also
registered to conduct business in Pennsylvania and Tennessee. FEastern Cover-All, Inc. is a
wholly owned subsidiary of Summit Structures, LLC. 1 am a director of Eastern Cover-All, Inc.,
as are Todd Payne, Paul Johnson and Wayne Gursky. I am the President of Eastern Cover-All,
Inc. and its other officers are Andrew Fortier (Secretary), Todd Payne (Treasurer and Chief
Financial Officer), Paul Johnson (Chief Operating Officer) and Wayne Gursky (General

Manager).

77. Eastern Cover-All, Inc. is a guarantor of the Credit Agreement Obligations and has a

bank account in Canada.

78. Eastern Cover-All, Inc. is an Applicant in these proceedings.

(6) Quick Structures, LLC
79. Quick Structures, LLC is a limited liability corporation that was incorporated in
Pennsylvania. The sole member of Quick Structures, LLC is CBSI and its officers are Andrew

Fortier (Secretary), Todd Payne (Treasurer) and Paul Johnson (Chief Operating Officer).

80. Quick Structures, LLC is responsible for retail chain sales for the non-engineered

product-line; however, it is relatively inactive.

81. All decision-making by Quick Structures LLC is centralized in Canada. Additionally,
Quick Structures, LLC has a bank account in Canada and is a guarantor of the Credit Agrecment

Obligations.
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82. Quick Structures, LLC is an Applicant in these proceedings.

(7) Cover-All Holdings U.S., LLC
83. Cover-All Holdings U.S., LLC is a limited liability company that was formed in
Pennsylvania. In addition to Pennsylvania, it is also registered to conduct business in lowa and
Hlinois. CBSI is the sole member of Cover-All Holdings U.S., LLC and its officers are Andrew

Fortier (Secretary), Todd Payne (Treasurer) and Paul Johnson (Chief Operating Officer).

84. Cover-All Holdings U.S., LLC primarily sells and installs buildings in lowa and Illinois.

85, Cover-All Holdings U.S., LLC is the sole member of NorthStar Cover-All, LLC.

86. Cover-All Holdings U.S., LLC is a guarantor of the Credit Agreement Obligations and

has a bank account in Canada.

87. Cover-All Holdings U.S., LLC is an Applicant in these proceedings.

(8) NorthStar Cover-All, LL.C
88. NorthStar Cover-All, LLC is a limited liability company formed in Delaware and is also
registered to conduct business in Minnesota. [ am a governor of NorthStar Cover-All, LL.C, as
are Todd Payne, Paul Johnson and Ben Fox. I am the Chief Executive Officer of NorthStar
Cover-All, LLC, and its other officers are Todd Payne (Secretary and Chief Financial Officer),

Paul Johnson (Chief Operating Officer) and Ben Fox (General Manager).

89. NorthStar Cover-All, LLC primarily installs buildings for corporate owned dealers and

operates dealerships in Minnesota and South Dakota.
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90. NorthStar Cover-All, LLC holds 100% of the shares in NorthStar Cover-All, Inc. and has

a bank account in Canada. NorthStar Cover-All, LLC is an Applicant in these proceedings.

(9) NorthStar Cover-All, Inc.
91. NorthStar Cover-All, Inc. was formed under the laws of Minnesota and is registered to
conduct business in California. NorthStar Cover-All, Inc.’s directors are Paul Johnson and Ben

Fox, and its officer is Paul Johnson (Chief Executive Otficer and Chief Financial Officer).

92. NorthStar Cover-All, Inc. operates in California and has very few assets and liabilities. It

recently opened a Canadian bank account and is an Applicant in these proceedings.

(c) Foreign Entities
(1) Cover-All Holdings, S.a.r.l.
93. Cover-All Holdings, S.a.r.l. was formed under the laws of Luxembourg by Audax to pass
investments through it to Holdco. Cover-All Holdings, S.a.r.l. does not have any property or
assets in Canada. is not a party to the lending arrangements related to the Cover-All Group and is

therefore not an applicant in these proceedings.

(2) Summit Structures Limited

94, Summit Structures Limited is a company incorporated in the United Kingdom. Summit
Structures Limited purchases buildings from CBSI at wholesale prices and sells/installs the

buildings in the United Kingdom.

95. Summit Structures Limited owns 95% of the shares in Cover-All Europe GmbH, a

German company.

[OUN#TTI5384 v ]



S18 -

96. Summit Structures Limited is a guarantor of the Credit Agreement Obligations and has a

bank account in Canada.

97. Summit Structures Limited is not an applicant in these proceedings at this time; however,
the Applicants may subsequently appear betore this Honourable Court to add Summit Structures
Limited as an Applicant to these proceedings and recognition proccedings or other bankruptcy or

creditor protection proceedings may subsequently be sought in respect of this entity.

(3) Cover-All Europe GmbH
98. Cover-All Europe GmbH is a guarantor of the Credit Agreement Obligations but does not
do business or have any assets in Canada. Cover-All Europe GmbH is not an applicant in these

proceedings; however, it may separately file for bankruptcy or for creditor protection in

Germany.
(vi) Customers
99. The Cover-All Group has a diverse customer base and includes many North American

and European leaders in each of the Cover-All Group’s key end user markets, including
industrial/commercial, agriculture, equine, recreation/entertainment, government, military and

disaster reliet

100.  Approximately 30% of the Cover-All Group’s revenue in 2009 was generated from
repeat customers. The Cover-All Group’s top five customers accounted for 10% of revenue in

fiscal 2009, with the largest customer at 3% of total revenue.

101, In 2009, customers in the United States accounted for approximatcly 40% of the Cover-

All Group’s revenues, followed by Canada at 50% and Europe at 10%.
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(vii) Offices and Facilities
102, CBSIowns a 170,000 square foot manufacturing facility that is certified by the ISO (the
“Main Facility™). Situated on twenty acres of land in Saskatoon, Saskatchewan. the Main
Facility is the central location from which the steel is manufactured and the fabric is produced

for all buildings purchased from the Cover-All Group or its various dealers.

103. Virtually all management, human resources, engineering, tax and accounting functions

for the Cover-All Group take place from an office at the Main Facility.

104.  CBSI leases offices in Edmonton, Calgary and Lucknow, Ontario. Summit Structures

U.S., LLC leases an office in Allentown, Pennsylvania.

(viii) Employees
105, As at January 31, 2010, the Cover-All Group employed approximately 483 employees,
including approximately 400 in Saskatoon, Saskatchewan and approximately 84 employees in
Manitoba, Ontario, Alberta, U.S. and Germany. In Saskatoon, approximately 182 employecs
work in the corporate office and approximately 218 work in the manufacturing facility. Of all
cmployees of the Cover-All Group, approximately 170 are salaried and approximately 230 are

paid based on an hourly wage.

106.  In 2007, the Cover-All Group implemented a formal stock plan under which options on
Class O Shares were given to employees. The options vest at 20% each for five years from the

anniversary date, provided the grantee is still employed.

107.  Basic health benefits are provided to employees of the Cover-All Group on a cost shared

basis.
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(B)  Assets and Liabilities of the Cover-All Group

108. The following financial statements (collectively, the “Financial Statements”) are being

provided to this Honourable Court in support of this Affidavit:

(a) the Applicants’ unaudited consolidated financial statements as at January 30,

2010, attached hereto as Exhibit “B™"; and

(b) the Applicants’ audited consolidated financial statements as at January 31, 2009,

attached hereto as Exhibit “C”.

(i) Cover-All Group
109.  Based on the Applicants’ unaudited consolidated financial statements dated January 30,
2010, the Cover-All Group’s assets had a book value of approximately $141.1 million. Of this
asset value, approximately $32.2 million consists of current assets while the remaining $108.9
million is non-current assets. The current assets include cash totalling approximately $5.6
17ﬁ!1i<)11, accounts receivable of approximvately $12.5 million and inventory of approximately

$11.1 million.

110.  As at January 31, 2010, the Cover-All Group’s liabilities amounted to approximately
$96.0 million, including approximately $29.1 of current liabilities (including approximately $5.5
million of current bank debt)and approximately $66.9 million of non-current liabilities. Of the
total liabilitics, approximately $6.1 million consisted of accounts payable long-term debt was
approximately $49.6 million (including approximately $33.5 million under the Senior Credit

Agreement (as defined below) and approximately $16.1 million under the Subordinate Credit
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Agreement (as defined below), and approximately $9.2 million was for amounts owing pursuant

to sharcholders loans.

IT1. Approximately 75% of the Cover-All Group’s accounts payable to suppliers are current,
with the remaining 25% (approximately $1.2 million as at March 23, 2010) less than thirty days

overdue.

112 The Cover-All Group is also subject to certain litigation proceedings in certain
Jurisdictions of the United States, Canada and Europe, including proceedings commenced in
January, 2010 before the Texas Northern District Court relating to the collapse of a building
during a severe storm with severe winds, which building was manufactured by CBSI and was

being used as a practice facility for the Dallas Cowboys football team.

(ii) Canadian Entities

() CBSI
I13. CBSI is the main operating company within the Cover-All Group. CBSI owns the Main
Facility and also has acquired three dealers, namely, Cover-All Central Prairies, Cover-All
Ontario and Cover-All Alberta, which, along with NorthStar Cover-All Canada, are considered

operating divisions of CBSI.

IT4. As mentioned above, CBSI leases offices in Edmonton, Calgary and Lucknow, Ontario.

115, As at January 30, 2010, CBSI's total assets had a book value of approximately
$150,287,328. Of this total, approximately $103.854.947 was money owing to CBSI from its
related companies.  As at January 30, 2010, CBSI had approximately $3,623,422 of cash and

$8.704,887 of inventory.
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o, As at January 30, 2010, CBSI's total liabilities had a book valye of approximately
$77.428.808. CBSI has a capital lease obligation of approximately $982.582. CBSI’s principal
liability is as borrower under the Senior Credit Agreement and the Subordinate Credit
Agreement. Specifically, as at January 30, 2010, CBSI owed approximately $52,665.201 in long
term debt and $5,499,999 in current bank debt to CIBC and other lenders pursuant to a Senior
Credit Agreement and a Subordinate Credit Agreement, while also owing approximately

$3.939,148 in accounts payable and an additional $10,834,607 in income taxes payable.

I17. CBSI entered into a Senior Credit Agreement with CIBC (as operating lender and
administrative agent) and the other lenders party thereto on October 23, 2007 (the “Senior
Credit Agreement™). Holdco and the other Applicants, with the exception of NorthStar Cover-
All, LLC and NorthStar Cover-All, Inc., are guarantors of CBSI’s obligations under the Senior

Credit Agreement (the “Guarantors™),
118, The Senior Credit Agreement provides for, inrer alia:

(a) a term loan in the principal amount of $40,000,000 on a non-revolving basis
payable within five years from the date of advancement by CIBC and the Bank of
Nova Scotia, unless renewed pursuant to the terms of the Senior Credit

Agreement;

(b) a revolving loan in the maximum aggregate principal amount at any time not in

excess of $10,000,000; and

() operating loans in an aggregate principal amount at any time outstanding not to

exceed $4,000.000.
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119, The monies borrowed by CBSI pursuant to the Senior Credit Agreement were to be used

by CBSI as follows:

(a) o partially fund the transactions of October 23, 2007 relating to the ownership of
the Cover-All Group (described in paragraph 46 above) and the fees and expenses

associated with those transactions; and

(b) monies borrowed under the Revolving Loans and the Operating Loans were to be
used to finance ongoing working capital, capital expenditures and general
corporate purposes of the Loan Parties (as defined in the Senior Credit

Agreement).

120. CBSI, as borrower, and cach of the Guarantors granted a sccurity interest to CIBC, as
agent, over all of their respective assets (by way of a general security agreement and/or mortgage

and/or pledge agreement) to secure their obligations owing under the Senior Credit Agreement.

121. In addition to the Senior Credit Agreement, CBSI is also liable to CIBC and Roynat
Capital Inc. under a Subordinate Credit Agreement entered into on October 23, 2007
("Subordinate Credit Agreement”). The Guarantors have also guaranteed CBSI’s obligations

under the Subordinate Credit Agreement.

122, The Subordinate Credit Agreement provides for a term loan to CBSI in the principal

“amount of $15,000,000.

123 The monies borrowed by CBSI pursuant to the Subordinate Credit Agreement were to be

used by CBSI to partially fund the transactions of October 23. 2007 relating to the ownership of
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the Cover-All Group (described in paragraph 46 above) and the fees and expenses in connection

therewith.

124, CBSL as borrower, and cach of the Guarantors granted a security interest to CIBC, as
agent, over all of their respective assets (by way of a general security agreement and/or mortgage
and/or pledge agreement) to secure their obligations owing under the Subordinate Credit

Agreement.

125, Asat January 30, 2010, CBSI also owed approximately $9.200.000 to Holdco pursuant to
a sharcholder loan, which loan is unsecured. These funds were used to acquire Cover-All

Alberta Ltd. from John Cameron.

126.  As mentioned previously, CBSI has four operating divisions, namely: Cover-All Central

Prairies, Cover-All Ontario, Cover-All Alberta and NorthStar Cover-All Canada.

(1) Cover-All Central Prairics
127, Cover-All Central Prairies is a dealer that was acquired by CBSI and is now an operating
division of CBSI. As at January 30, 2010, Cover-All Central Prairies had total assets of

approximately $4,150,875, consisting primarily of $3,524,867 owed from related companies.

128. As at January 30, 2010, Cover-All Central Prairies had total liabilities of approximately

$416,891, including $255,596 in accounts payable.

(2) Cover-All Ontario
129. Cover-All Ontario is a dealer that was acquired by CBSI and is now an operating division
of CBSI.  As at January 30, 2010. Cover-All Ontario had total assets of approximately

$9.051,223, consisting primarily of $6,458,440 owed from related companies.
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130.  As at January 30, 2010, Cover-All Ontario had total liabilities of approximately

$950,732, consisting primarily of other current liabilities o' $751.603.

(3) Cover-All Alberta
I31. Cover-All Alberta is a dealer that was acquired by CBSI and is now an operating division
of CBSL. As at January 30, 2010, Cover-All Alberta had total assets of approximately
$7,360,933, consisting primarily of $2,695,144 owed from related companies and $2,219,395 in

accounts receivable.

132, As at January 30, 2010, Cover-All Alberta had total liabilities of approximately

$1,196,521, consisting primarily of $1,172.421 in accounts payable.

(4) NorthStar Cover-All Canada
133, NorthStar Cover-All Canada is an operating division of CBS] relating to installation
services provided to corporately owned and independent dealers in Canada. As at January 30,
2010, NorthStar Cover-All Canada had total assets of approximately $1,452,162, consisting

primarily of $898,791 in accounts receivable.

134, As at January 30, 2010, North-Star Cover-All Canada had total liabilities of

approximately $123,119, consisting primarily of $91,456 in accounts payable.
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(b) Holdco
135, As at January 30, 2010, Holdco’s primary asset was its 100% ownership of the common

shares in each of CBSI and Cover-All Holding Corp.

136.  As at January 30, 2010, Holdco was owed approximately $45,670,955 from related
companies and had approximately $9,204,802 of long term senior debt owed to sharcholders of
Cover-All Holdings, S.ar.l and 101108501 Saskatchewan Ltd., respectively, related to the

acquisition of Cover-All Alberta Ltd. in 2008.
137. Holdco is a guarantor of the Credit Agreement Obligations.

(iii) U.S. Entities

(a) Cover-All Holding Corp.

138, As at January 30, 2010, Cover-All Holding Corp. was a shell entity with no assets or

liabilities (other than nominal amounts in its bank account).
139. Cover-All Holding Corp. is a guarantor of the Credit Agreement Obligations.

(b) Summit Structures, L1.C

140, As at January 30, 2010, Summit Structures, LI.C had intangible assets with a book value
of approximately $505,313. Summit Structures, LLC owed approximately $3,495.154 to related

companies.

141, Summit Structures, LLC is a guarantor of the Credit Agreement Obligations.
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(c) Summit Structures U.S., LLC

142, As at January 30, 2010, Summit Structures U.S., LLC had total assets of approximately

$4,607,306. Summit Structures U.S., LLC’s principal asset is approximately $3.836,086 owed

from related companies.

143, As at January 30, 2010, Summit Structures U.S., LLC’s total liabilities were
approximately $1,154684, with its principal liability being approximately $668.472 in income

taxes payable.

144, Summit Structures U.S., LLC leases an office in Allentown, Pennsylvania and is a
guarantor of the Credit Agreement Obligations.
(d) Summit Project Management, LLC

145, As mentioned above, Summit Project Management, LLC is presently inactive. As at
January 30, 2010, Summit Project Management, LLC’s only liability was approximately

$530,111 owing to related companies.
146.  Summit Project Management, LLC is a guarantor of the Credit Agreement Obligations.

(e) Fastern Cover-All, Inc.

147, As at January 30, 2010, Eastern Cover-All, Inc. had total assets of approximately
$3,420,021. Eastern Cover-All, Inc.’s principal assets are approximately $1,661,091 owing from

related companies and approximately $1,002,583 in intangible assets.
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148.  As at January 30, 2010, Eastern Cover-All, Inc. had total liabilities of approximately
$525,663, with its principal liabilities consisting of accounts payable (approximately $185,840)

and other current liabilities (approximately $371,099).
149, Fastern Cover-All, Inc. is a guarantor of the Credit Agreement Obligations.

(H Quick Structures, LLC

150. As at January 30, 2010, Quick Structures, LLC was relatively inactive. It had

approximately $28,256 of total assets and approximately $1,663 of total liabilitics.
151, Quick Structures, LL.C is a guarantor of the Credit Agreement Obligations.

o) Cover-All Holdings U.S., LLC

152, As at January 30, 2010, Cover-All Holdings U.S., LLC had approximately $1,917,091 in

total assets, representing amounts due from related companies.

I53. As at January 30, 2010, Cover-All Holdings U.S., LLC had approximately $903,149 in
total labilities, with its principal liability being approximately $1,560,225 owing in future

income taxes.
154, Cover-All Holdings U.S., LLC is a guarantor of the Credit Agreement Obligations.
155, Mid-West Cover-All is as an operating division of Cover-All Holdings U.S., LLC.

(1) Mid-West Cover-All
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I156.  As at January 30, 2010, Mid-West Cover-All had approximately $3,043,630 of total
assets, the majority of which are intangible assets (approximately $3.283,132) and Goodwil]

(approximately $1,592.640).

I57. As at January 30, 2010, Mid-West Cover-All had approximately $2,320.304 in total

liabilities, of which approximately $1,592.640 consists of future income taxes payable.

(h) NorthStar Cover-All, LIC

158 As at January 30, 2010. NorthStar Cover-All, LLC had total assets of approximately
$1.862,947. NorthStar Cover-All's principal assets are its intangible assets, with a book value of
approximately $677, 151. and accounts receivable due from related companies for installation

services provided to the corporate divisions owned by CBSI.

159, As at January 30, 2010, NorthStar Cover-All, LLC had current liabilitics of

approximately $284, 203 consisting primarily of-accounts payable.

160.  NorthStar Cover-All, LLC is not a party to the lending arrangements with CIBC, as
administrative agent, related to the Cover-Al] Group.
() NorthStar Cover-All, Inc.

161. NorthStar Cover-All, Inc. is not a party to the lending arrangements with CIBC, as
administrative agent, related to the Cover-All Group. NorthStar Cover-All, Inc. is an inactive

entity with no material assets or liabilities.

(iv) Foreign Entities

(1) Summit Structures Limited
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162, As at January 30, 2010, Summit Structures Limited had a negative value for its total
assets (approximately $303,101).  Although Summit Structures Limited had approximately

$544.060 in accounts receivable, it owed approximately $972.252 to related companies.

163.  As at January 30, 2010, Summit Structures Limited had a negative value for its total
liabilities (approximately $17,536), primarily as a result of an anticipated tax return of

approximately $175,106.
164, Summit Structures Limited is a guarantor of the Credit Agreement Obligations.

(b) Cover-All Europe GmbH

165.  As at January 30, 2010, Cover-All Europe GmbH had total assets of approximately
$6,155,629. Cover-All Europe GmbH’s primary asset was its accounts receivable

(approximately $3,078,042), although it owed approximately $242,735 to related companies.

166.  As at January 30, 2010, Cover-All Europe Gmbh’s total liabilities were approximately
$5.107.488, primarily relating to its accounts payable (approximately $1,387.591) and its other

liabilities (approximately $3,523,740).
167. Cover-All Europe GmbH is a guarantor of the Credit Agreement Obligations.

() Financial Difficultics

(i) Economic Challenges
168.  The Cover-All Group’s present financial difficulties are the result of a combination of
external market and internal financial factors that have adversely affected the Cover-All

Business.
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169, Sales peaked for the Cover-All Group in 2008. Demand for the Cover-All Group’s
building series was at an all-time high, as the market conditions in North America and Europe

were strong.

170.  The Cover-All Group took advantage of these economic conditions by ensuring that,
through its subsidiaries and various dealers located around the world, the demand for the Cover-
Al building models was matched by professional sales teams and large distribution chains.
Revenues for the Cover-All Group reached approximately $129 million, their highest point since

the company was founded in 1993.

171. However, the world-wide economic downturn negatively impacted virtually every market
in which the Cover-All Group operated. The global recession created cscalating external and
cconomic pressures not only for the Cover-All Group, but for the prefabricated building industry

as a whole.

172, As access to credit tightened up, so too did the pool of customers willing to purchase
permanent and/or portable buildings. The resulting effect was a substantial and continuing

contraction of the prefabricated building industry, especially in North America.

173. The Cover-All Group and its competitors have been greatly affected by these challenges.
The recession has not only decreased demand, but it has also resulted in the chronic over-

capacity of buildings and building supplies, which in turn has led to price competition among

manufacturers.

174, Although the Cover-All Group has managed to endure the challenges described above

and has stayed operational for the past two years, the cumulative effect of these challenges has
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weakened the Cover-All Group and ultimately left it unable to deal with any further economic

shocks.

(i) Challenges Under the Senior Credit Agreement
175, Due to the various economic factors described above, CBSI found it difficult to remain in

compliance with certain of its financial covenants in the Senior Credit Agreement.

176.  CBSI has currently failed to meet certain financial covenants under the Senior Credit
Agreement, which is an event of default. CBSI received a formal notice of default from CIBC as
of March 16, 2010. The non-compliance with certain financial covenants can lead to the
amounts owing under the Senior Credit Agreement (and the Subordinate Credit Agreement as a
result of certain cross-defaults) becoming immediately due and payable. None of CBSI or the
Guarantors would be able to pay the full amounts owing under the credit agreements should they

become immediately due and payable as a result of the default.

(iii) Challenges Resulting from Potential Engineering Issues
177, Recently, Management of CBSI became aware of potential engineering issues with the
HITAN building series.  CBSI's Management and directors took these potential engincering
issues very seriously and immediately took all reasonable steps to examine, address and then

report the issues as raised.

178. Upon being notified of the possibility of engineering issues, Management of CBSI
immediately arranged for internal and then external reviews of the engineering and design of the

ITIAN building line.
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179.  These reviews of the TITAN building series revealed that that there may be engincering
issues with the TITAN buildings that may make some TITAN structures susceptible to collapse

if certain weather conditions, including heavy snow and/or strong winds, were present.

180.  On or around March 5, 2010 and based on the results of the internal and external reviews,
CBSI's Management conferred with, among others, legal counsel, and determined that the
appropriate course of action was to provide notice to customers, dealers, and principal insurers
regarding the potential engineering issues concerning some of the TITAN buildings (the “Notice

- Letters™) and to advise the Lenders of its decision in this regard.

[81. On or about March 16, 2010, Management advised the Lenders of the events leading up
to its decision to send the Notice Letters with respect to the potential engineering issues with
some of the TITAN buildings.‘ Management also advised the Lenders that: (a) the Cover-All
Group had retained Goodmans LLP and Ernst & Young Inc. (“EYI”) as professional advisors;
(b) EYT was assisting in the preparation of cash flows and similar matters; and (¢) the Cover-All
( }mx.lp was currently reviewing its options and opportunities to continue to operate the business,

potentially under CCAA proceedings.

182, On or about March 17, 2010, the Notice Letters were sent to various customers, dealers

and insurers regarding the potential engineering issues concerning some of the TITAN buildings.

183. The Cover-All Group takes the safety of its products very seriously.  Accordingly,
tollowing completion of the internal and external reviews relating to the TITAN building series
indicating potential engineering issues, the Cover-All Group considered its other product lines

and decided to take a proactive approach relating to these other product lines. In this regard,
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Management decided that additional internal and external reviews of all other building series

manufactured by CBSI was a responsible course of action.

184.  In addition, Management of CBSI decided that it was prudent and responsible to suspend
the production and sale of all building series models until the engineering reviews were

completed.

185, Management of CBSI, on advice from, among others, its lawyers and financial advisors,
determined that significant costs would likely arise as a result of: (a) the possibility of
replacement and/or repair of one or more of the building series models; and (b) potential

litigation that may arise as a result of the potential engineering issues.

186.  In exploring options to fund these potential costs, Management reviewed whether funds
would be available under CBSI’s Senior Credit Agreement and/or its Subordinate Credit
Agreement. The Lenders advised CBSI that, as a result of CBSI’s failure to meet certain
financial covenants and the current circumstances, there is no remaining availability under the
credit facilities. Furthermore, as a result of the prudent suspension of production and sale of all
building models, the Cover-All Group will suffer a loss of revenue pending the completion of the

external engineering review of its other building models, reducing its ability to defray these

potential significant costs.

187. The Cover-All Group determined that it had no alternative but to commence Court-

supervised proceedings in an expedited manner to protect its business, given:

(a) the prevailing economic conditions and significant contraction of sales over the

past few years (and corresponding loss of revenue);
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(b) the prudent suspension of production and sale of all building series models
pending further internal and external engineering reviews and the corresponding

loss of revenue;

(©) anticipated difficulty of collecting receivables following issuance of Notice
Letters to, among others, various customers and dealers, and the suspension of

production and sale of building series models;

(d) the non-compliance with certain financial covenants that is an event of default
under the Senior Credit Agreement (and cross-default under the Subordinate

Credit Agreement);

(e) its present financial circumstances that would lead to an inability to pay the
amounts outstanding under the credit agreements should these amounts become

immediately due and payable; and

(€3] the shortfall of funding available to the Cover-All Group to cover costs relating to
potential engineering issues with some of the TITAN buildings and possibly other

building series models, and potential litigation in respect thereof.

188.  Commencing Court-supervised proceedings was the only alternative available to the
Cover-All Group to preserve value for its stakeholders and to give it a fair opportunity to

restructure the Cover-All Business.

(iv) Key Initiatives
189, The Cover-All Group is currently considering a number of initiatives to address its

challenges and reduce costs.
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190. The Cover-All Group has suspended the manufacture and sale of all of its building series

models while it addresses its challenges and undertakes a coordinated, comprehensive review of

the product lines, including the completion of any necessary redesign.

19T, Only stafl essential to maintain the value of the business and to allow the Cover-All
Group to restructure in an expedited manner will be kept during this period of time, leading to

significant workforce reduction and corresponding reduction of costs.

192, Employment opportunities are scarce right now in Saskatoon. the site of the Cover-All
Group’s head olfice, and it is anticipated that a restructured Cover-All Group will be able to re-

hire many key stafl’ when operations re-start.

193 Further, all non-essential expenses will be eliminated during this restructuring period.

(D)  The Proceedings

(i) The Cover-All Group is Insolvent for the Purposes of the CCAA
194, The Cover-All Group has been unable to find an out-of-court solution to its financial
difficulties, and there is no reasonable expectation that the Cover-All Group’s financial condition
will improve. On the contrary, absent a successful restructuring, all indications suggest that the
Cover-All Group’s financial condition will deteriorate further with a corresponding erosion of

the value of the Cover-All Business.

195, Although the unaudited balance sheets of the Cover-All Group as at January 30, 2010
rellect that assets exceed liabilities, it is anticipated that the Cover-All Group will, absent debtor-
in-possession financing, not have sufficient cash to meet its liabilities following week eight of

these proceedings. Furthermore, absent a stay, CIBC may demand immediate payment of the

DOCS #1155384 v. |



amounts outstanding under the Senior Credit Agreement and the Subordinate Credit Agreement
as a result of CBSI’s non-compliance with certain financial covenants, and the Cover-All Group
may face potential litigation claims, which amounts and claims the Cover-All Group will be
unable to satisfy. [ am advised by Goodmans LLP that a company will be considered to be
insolvent for purposes of the CCAA if there is a “reasonably foreseeable™ liquidity crisis or a
“hypothetical” deficiency of assets to liabilities (including contingent and unliquidated
liabilities). As a result of factors described in paragraph 189 above, there exists a reasonably

foreseeable liquidity crisis such that the Applicants are insolvent for the purposes of the CCAA.

(i) The CCAA Proceedings
196. "The Cover-All Group is highly concerned that in light of the Cover—All’(}roup’s financial
circumstances, there could be a fast and significant erosion of value to the detriment of all

stakeholders. In particular, the Cover-All Group is highly concerned about the following risks:

(a) the Lenders demanding payment in full for money owing under the Senior Credit

Agreement and the Subordinate Credit Agreement;

(b) the significant costs associated with any replacement and/or repair of TITAN

buildings and possibly other building series models;

(c) potential litigation claims arising from potential engineering issues related to

TITAN buildings and possibly other building series models:

(d) potential termination of contracts by key suppliers; and
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(e) potential termination of dealer contracts (which typically have a mutual
termination clause on notice) following issuance of the Notice Letters and upon

the suspension of operations.

197. Having regard to the circumstances, and in an effort to preserve the value of the Cover-
All Business, the commencement of the within CCAA proceeding is in the best interests of the
Cover-All Group and its stakeholders. Additionally, the Cover-All Group’s principal lenders
have indicated their concern that, due to existing circumstances and without a Court-supervised
process, the Cover-All Group will be unable to service and repay their debts, including under the
Senior Credit Agreement and Subordinate Credit Agreement; accordingly, they support the

commencement of a Court-supervised process for the recovery of their debt.

198.  In the circumstances, without a stay of proceedings to enable the Cover-All Group to
restructure and debtor-in-possession financing from and after week eight of these proceedings,
the Cover-All Group would not be able to service their debt load or meet their debts as they

become due.

199. Holdco, CBSI, and the subsidiaries listed in Schedule “A” are Applicants in the within
CCAA Proceedings. Although the entities listed in Schedule “A” are U.S. corporations, some of
which have employees and/or assets located in the United States, they nevertheless mect the
requirements of the CCAA as Applicants thereunder. It is reasonably foreseeable that all of the
Applicants will become insolvent companies if not granted CCAA protection, they will
collectively face claims in excess of CDN$5 million, and they all have assets and do business in

Canada. For reasons discussed in the following section, it is appropriate for this Honourable
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Court 1o exercise its jurisdiction to grant the Initial CCAA Order in respect of Holdco, CBSI and

all of the entities listed in Schedule “A”.

(iit) Ancillary Proceedings
200. The Cover-All Group and the Monitor are of the view that any restructuring of the Cover-
All Group or any sale of its Property is likely to require some form of judicial proceeding and
approval in the United States, or other jurisdictions as applicable, to address the assets and
obligations of the Cover-All Group in those respective jurisdictions. As the Cover-All Business
is integrated and the U.S. entities listed in Schedule “A™ are reliant on CBSI for the manufacture
and supply of buildings, it is in the best interests of the stakeholders to deal with the Cover-All
Group on a consolidated basis through a single, centralized restructuring process, which may

include a sale of all or parts of the Property of the Cover-All Group.

201.  The centre or focal point of the Cover-All Business is in Canada, and therefore it is
appropriate for the CCAA Proceedings to be the primary Court-supervised process for the
restructuring, with ancillary proceedings in the United States to effectuate matters arising in the

CCAA Proceedings.

202, Accordingly, the Cover-All Group, with the support of CIBC, intends to commence
proceedings in respect of the Cover-All Group under Chapter 15 of the U.S. Bankruptcy Code
(the “Chapter 15 Proceedings™) before the U.S. Bankruptcy Court for the Eastern District of
Pennsylvania (the “U.S. Court”). The Cover-All Group has decided to pursue the Chapter 15
Proceedings due to its expediency and efficacy in addressing the Cover-All Group’s assets and
business in the United States, the integrated nature of the Cover-All Business, and based on its

view that Canada is the appropriate principal jurisdiction in which to pursue and implement the
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restructuring, which may include a sale of Property of the Cover-All Group. The Order sought in
the within proceedings authorizes either the Monitor or any of the entities in the Cover-All

Group to act as foreign representative in any foreign proceedings.

203.  As mentioned previously, at this time, Summit Structures Limited, a U.K. corporation, is
not an applicant in these proceedings. However, the Applicants may subsequently appear before
this Honourable Court to add Summit Structures Limited, and/or any other subsidiary that is not
an applicant if the circumstances warrant, as an Applicant to these proceedings and recognition
proceedings or other bankruptey or creditor protection proceedings may subsequently be sought

in respect of Summit Structures Limited and/or any other subsidiary.

204.  The Cover-All Group believes that the centre of main interest or focal point of the Cover-

All Group is clearly in Canada, based on the following factors:

(a) Holdco and CBSI, the parents and sole shareholders of all of the subsidiaries in

the Cover-All Group, are Canadian entities;

(b) the main operating entity, CBSI, has its registered head office in Calgary, Alberta;

(<) the Cover-All Group is managed on a consolidated basis, with the corporate head-

quarters located in Saskatoon, Saskatchewan;

(d) the Cover-All  Group’s corporate-level decision-making and corporate
administrative functions, including management, human resources, engineering,

tax and accounting functions, are centralized in Saskatoon, Saskatchewan;
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() key contracts including, among others, dealer contracts, key financing documents
and consignment agreements, are created in Canada and subject to the jurisdiction

of Canadian law;

H customer warranties are serviced out of Canada;

(2) the President, Chief Executive Officer and Secretary of CBSI, the main operating
entity in the Cover-All Group, who are also directors, officers and/or governors of

other entities in the Cover-All Group, are based in Canada;

(h) all dealer contracts in North America (of which there are approximately 80) are

with CBSI, while arrangements with the European dealers are led by CBSI;

(i) the cash management structure is set up such that any excess cash earned by the
subsidiaries is swept by CBSI, while CBSI sends cash to the subsidiaries as

necessary;

(1) the manufacture of all buildings sold by the Cover-All Group and its various
dcalers takes place at the Main Facility, which is situated in Saskatoon,

Saskatchewan;

(k) all of the Applicants have assets or do business in Canada;

1)) the Cover-All Group’s principal secured creditor, CIBC, as administrative agent
under the Senior Credit Agreement and the Subordinate Credit Agreement, 1s a

chartered Canadian financial institution based in Toronto, Ontario, and the Senior
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Credit Agreement and Subordinate Credit Agreement are governed by Canadian

law;

contracts and credit terms for the purchase of raw materials from major suppliers
are predominantly negotiated at the corporate level from the Cover-All Group’s

head oftfice in Saskatoon, Saskatchewan;

oversight of the vast majority of the Cover-All Group’s customer accounts and
customer relationships is managed by CBSI's VP Sales and Marketing from the

Cover-All Group’s head office in Saskatoon, Saskatchewan;

pricing decisions for all of the entities listed in Schedule “A” are ultimately made

by the Vice President of Sales, in Saskatoon, Saskatchewan;

treasury management functions, including the management of the Cover-All
Group’s accounts receivable and accounts payable, are managed from the Cover-

All Group;s head office in Saskatoon, Saskatchewan;

although certain bookkeeping and accounting functions are performed locally,
bookkeeping, accounting, financial reporting, budgeting and cash management
(including the allocation of funds drawn on the Cover-All Group's credit

facilities) arc overseen in Saskatoon, Saskatchewan;

with the exception of routine maintenance expenditures, all capital expenditure
decisions affecting the Cover-All Group are managed in Saskatoon,

Saskatchewan;
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(s) the information technology systems on which the Cover-All Group functions,
such as key servers, networks and personnel, are centralized and managed in

Saskatoon, Saskatchewan;

) new business development initiatives are centralized and managed from

Saskatoon, Saskatchewan; and

(u) rescarch and development is carried out at the Main Facility in Saskatoon,
Saskatchewan, including the Cover-All Group’s corporate-level research and

development budget and strategy.

205. In addition to the foregoing factors, which reinforce the centralized management of the
Cover-All Business in Canada, there is strong integration among the Cover-All Group, which
makes it appropriate to address the restructuring of the Cover-All Group primarily in one

jurisdiction to maximize efficiencies in the best interests of the stakeholders.

206. In addition, cash management and other banking arrangements for the Cover-All Group
are integrated, with CBSI borrowing and advancing funds on an intercompany basis as necessary
and sweeping funds when its subsidiaries have excess cash. Due to the infegrated nature of these
arrangements, the banking and financing of the subsidiaries listed in Schedule “A” cannot easily

be separated from those of CBSI, and vice versa.

207.  For these reasons, the Cover-All Group believes strongly that the restructuring, including
any sale of the Property of the Cover-All Group, ought to be dealt with primarily in a single
forum. Since the center or focal point of the Cover-All Group and the Cover-All Business is in

Canada. it is appropriate that CCAA Proceedings in Canada be the primary court-supervised
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proceedings in respect of the Cover-All Group, with the U.S. Court assisting as necessary with
the recognition and enforcement of matters arising in the CCAA Proceedings in the United

States.

III.  FUNDING OF THE COVER-ALL GROUP

{A)  Cash Flow Forecast

208. The cash-flow forecast attached hereto as Exhibit “D” (the “Cash Flow Forecast”)
contemplates the suspension of operations of the Cover-All Business for an eight-week period
pending completion of the external engineering review relating to the other product lines. A

resumption of operations and corresponding sale of products is anticipated in n week nine.

209.  As set out in the Cash Flow Forecast, with a temporary suspension of operations and
corresponding reduction in costs, the Cover-All Group has sufticient funds to satisfy its projected
uses of cash during the next eight weeks. The principal uses of cash during the next eight weeks
will consist of the costs associated with the conduct of the external engineering review relating to
CBSI’s other product lines and professional fees and disbursements in connection with these
CCAA proceedings. The Lenders have reviewed the Cash Flow Forecast and have approved the
Cover-All Group’s use of cash as contemplated by the Cash Flow Forecast. Accordingly, it is
projected that the Cover-All Group will not require additional funds for the first eight wecks of

these proceedings.

210. It is anticipated that the Cover-All Group will require debtor-in-possession financing for
the period following the first eight weeks of these proceedings. The Cover-All Group, the

Monitor and the Lenders have been working together with respect to the commencement of these
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proceedings. The Lenders are in support of the commencement of these proceedings; however,
pursuant to the Order sought, the Lenders have the ability, notwithstanding the stay of
proceedings, to enforce their rights and remedies with respect to the Cover-All Group and the
Property on two business days notice to the Applicants and the Monitor. Accordingly, the
Cover-All Group, the Monitor and the Lenders will communicate on an ongoing basis with
respect to these proceedings, including with respect to debtor-in-possession financing and a
subsequent appearance before this Honourable Court for approval of any such debtor-in-
possession financing and the granting of a Court-Ordered charge over the Property to secure

amounts advanced and owing with respect to any such financing.

(B)  Cash Management System

211.  As part of the proposed interim financing arrangements, the Cover-All Group seeks the
authority to continue to use the existing cash management system (the “Cash Management

System”) and to maintain the funding and banking arrangements already in place.

712, Pursuant to the Senior Credit Agreement and the Subordinate Credit Agreement:

(a) all deposit accounts of CBSI must be maintained with CIBC; and

(b) all deposit accounts of the Guarantors, if maintained with an institution other than
CIBC, must be subject to a first priority perfected lien in favour of CIBC and a

Deposit Account Pledge Agreement.

913, In addition to various accounts held by subsidiaries described below, the current Cash
Management System consists of: (i) nine Canadian dollar bank accounts held by CBSI at CIBC

in Canada (the “Canadian Accounts”™); (ii) four U.S. dollar bank accounts held by CBSI at
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CIBC (the “U.S. Accounts”); (iii) one Euro bank account held by CBSI at CIBC (the “Euro
Account”); and (iv) and one Pound bank account held by CBSI at CIBC (the ~“Pound

Account™).

214.  All of the Canadian Accounts are operating accounts, which CBSI uses for, among other
things, disbursements and drawings against the Senior Credit Agreement and Subordinate Credit

Agreement; depositing proceeds of any receivables received by CBSI and payroll.

215.  All of the U.S. Accounts are operating accounts, which CBSI uses for, among other
things. disbursements and drawings against the Senior Credit Agreement and Subordinate Credit

Agreement and depositing proceeds of any receivables received by CBSL
216. The Euro Account and the Pound Account are both operating accounts.

217. In addition to the accounts held by CBSI with CIBC in Canada, all of the entities listed in
Schedule “A”, with the exception of Holdco, have bank accounts at CIBC in Canada, including
bank accounts with CIBC recently opened by Cover-All U.S. Holding Corp. and NorthStar
Cover-All, Inc. Additionally, Summit Structures, LLC has a bank account in U.S. dollars with
M&T Bank in the United States, Cover-All Holdings U.S. has a bank account in U.S. dollars
with Chelsea Savings Bank in the United States, NorthStar Cover-All, LLC has a bank account
in U.S. dollars with First National Bank of Cold Spring in the United Siat’cs, and Summit
Structures Limited and Cover-All Europe GmbH have various bank accounts in multiple

currencies in Europe.

218.  The Cover-All Group receives its funding for operations through the Cash Management

System. CBSI advances funds through the Cash Management System to its subsidiaries listed in
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Schedule “A™ as necessary by way of intercompany loans. Additionally, CBSI sweeps excess

cash held by its subsidiaries through the Cash Management System.

219.  The Order sought also includes the granting of a Court-Ordered charge (ranking after the
Applicants’ Advisors Administration Charge and the Lenders” Advisors Administration Charge
(cach as subsequently defined), but in priority to all other charges) in favour of the bank
providing the cash management system (the “Cash Management System Provider”) for any
obligations, chargebacks, returns, liabilities, costs, charges, fees or expenses incurred by the

Cash Management System Provider under the Cash Management System.

220. The current Cash Management System includes the necessary accounting controls to
enable the Cover-All Group, as well as its creditors and this Honourable Court, to trace funds
through the system and ensure that all transactions are adequately ascertainable. As such, it 1s

hereby requested that this Honourable Court grants a continuation of the current system.
IV. MONITOR

221.  EYI has been retained to, among other things, act as Monitor in potential CCAA
Proceedings. The professionals of EYI who have carriage of this matter, and who will have
carriage of this matter for EYI, the proposed Monitor, have acquired considerable knowledge of
the Cover-All Group and the Cover-All Business since the commencement of their engagement.
EYI is therefore in a position to immediately commence any restructuring process, which may

include a sales process.

222.  EYI has consented to act as the Monitor of the Cover-All Group in the within

proceedings (the “Monitor™).
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223, In connection with its appointment, it is contemplated that a Court-Ordered charge over
the asscts, property and undertaking of the Cover-All Group (the “Applicants’ Advisors
Administration Charge”) would be granted in favour of the Monitor, its legal counsel and the
Cover-All Group’s legal counsel, in respect of their fees and disbursements incurred at their
standard rates and charges, which Applicants’ Advisors Administration Charge is to be in an

o

aggregate amount of $500,000.

204, It is also contemplated that a Court-Ordered charge over the assets, property and
undertaking of the Cover-All Group (the “Lenders’ Advisors Administration Charge™) would
be granted in favour of the Lenders’ counsel and financial advisors and appraisers, in respect of
their fees and disbursements incurred at their standard rates and charges, which Lenders’

Advisors Administration Charge is to be in an aggregate amount of $200,000.

973 The Lenders have consented to the Applicants” Advisors Administrative Charge and the

Lenders’ Advisors Administration Charge.

V. DIRECTORS & OFFICERS’ CHARGE

226. The directors of the Cover-All Group have been actively involved in the attempts to
address the Cover-All Group’s current financial circumstances and difficulties, including through
the exploration of alternatives, communicating with the principal secured lenders, the Cover-All
Group’s engagement of outside engineering consultants, and the commencement of the within

CCAA Proceedings. The directors have been mindful of their duties with respect to the

supervision and guidance of the Cover-All Group in advance of these CCAA Proceedings.
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227.  The Cover-All Group has made inquiries regarding the availability of indemnification

coverage for the directors and senior officers on a going forward basis. To that end, the Cover-

All Group has approached the-foHowing-entities—®Willis Canada, Inc. and Willis M&A Group,

brokers in Canada and the U.S., respectively. However, the Cover-All Group has been

unsuccessful in its attempt to obtain indemnification coverage on a going forward basis at a

reasonable rate for the obligations of the directors and senior officers.

228.  In order to complete a successful restructuring, which may include the sale of all or parts
of the Property belonging to the Cover-All Group, the members of the Cover-All Group require
the active and committed involvement of the directors and senior officers of the Cover-All

Group.

229. The Applicants request a Court-Ordered charge in the amount of $500,000 over the
assets, property and undertaking of the Applicants to indemnify the directors and senior officers
of the Applicants in respect of liabilities they may incur in such capacities from and after the

commencement of these proceedings (the “D&O Charge”)

230, T'he Lenders have consented to the D&O Charge.

VI. PRIORITIES OF CHARGES

231. It is contemplated that the priorities of the various charges set out herein will have the

following priorities:

(a) First — the Applicants’ Advisors Administration Charge to a maximum of
$500,000 and the Lenders” Advisors Administration Charge to a maximum of

$200,000, on a pari passu basis as between them; and
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(b) Second — the D&O Charge to a maximum of $500,000.

232, The Order sought by the Applicants provides for the Applicants” Advisors Administrative
Charge, the Lenders” Advisors Administration Charge and a D&O Charge (collectively, the
“Charges”) on the Property ranking in priority to all security interests and encumbrances,
statutory or otherwise, except for any validly perfected security interest in favour of a “secured
creditor” as defined in the CCAA not provided with notice of the Order sought or any
encumbrance existing on the date of the Order in respect of any of source deductions from
wages, employer health tax, workers compensation, federal or provincial sales taxes and vacation
pay, in favour of a “sccured creditor” as defined in the CCAA not provided notice of the Order

sought.

233.  The Applicants have provided notice of the within proceedings to the Lenders under the
Senior Credit Agrecment and the Subordinate Credit Agreement. The Applicants may
subsequently appear before this Honourable Court to seek priority of the Charges over other

existing sceured creditors on notice to such secured creditors.

Vil. CONCLUSION

234.  The Cover-All Business has been severely impacted by the downtown in the global
market conditions and the corresponding decrease in demand for prefabricated buildings. As a
result of declining sales, the Cover-All Group was unable to meet certain f{inancial covenants
under its Senior Credit Agreement and further funding is not available unless a restructuring is
commenced and a Court-ordered charge is granted to secure additional funding. Additionally,
certain potential engineering issues that were recently discovered regarding some of the TITAN

buildings, the prudent investigations into whether other building series models have potential
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engineering issues and suspension of production while such investigations arc completed have

put further strain on the Cover-All Group.

235.  Despite the efforts undertaken to date to address the current financial situation and
circumstances, the Cover-All Group could not effect a solution that would be in the best interests
of its stakeholders without the assistance of this Honourable Court. The Cover-All Business is at
risk of a significant erosion of value if proceedings to protect it are not commenced. The
Applicants believe that the best possible alternative for all stakeholders will be achieved through

a restructuring, which may include a sale of parts or all of the Property of the Cover-All Group.

236. The Order sought by the Applicants will provide them with the opportunity to seek a

restructuring of the Cover-All Business in the best interests of its stakeholders.

/ Nathan Stobbe

Co?hbissionier for Yekiig Affidavits

SEANF. ¢
BARRISTER & ?o'ﬁ‘c’?%ga
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CREDIT AGREEMENT

THIS CREDIT AGREEMENT, dated as of October 23, 2007, is by and among
1353537 Alberta Itd., a corporation incorporated in the province of Alberta, the Lenders from time to
time party hereto, CANADIAN IMPERIAL BANK OF COMMERCE, as Lead Armanger and
Administrative Agent, and CANADIAN IMPERTAL BANK OF COMMERCE, as Operating Lender.

 WITNESSETH:

WHEREAS, Borrower has Tequested (a) the Term Lenders (such term and each other
cap1tahzed term used but not otherwise defined in the preamble or in the recitals having the meaning
specified in Article ) to make Term Loans to Borrower in an aggregate principal amount of $40,000,000
on the Closing Date on a non-revolving basis, (b) the Revolving Lenders to make from time fo time
Revolving Loans in an aggregate principal amount at any time outstanding not in excess of $12,000,000, |
and (c) the Operating Lender to make from time to time Operating Loans in an aggregate principal
amount at any time outstanding not in excess of $2,000,000;

WHEREAS, Borrower also has requested the Operatmcr Lender to make Operating Loans
from time to time by way of issnance of Letters of Credit; .

WHEREAS, on the C]osmtr Date the proceeds of the Term Loans, the Revolvmcr Loans
and the Operating Loans will be used to partially finance the Transactions and to pay fees and expenses i
connection therewith;

WHEREAS after the Closing Date the proceeds of the Revolving Loans and the
Operating Loans will be used to finance ongoing workmg capital, capital expenditures and general
corporate purposes of the Loan Parties; and

WHEREAS, the Lenders are willing to extend soch credit to Borrower, and the Operating
Lender is wi]lmg to, inter alia, issne Letters of Credit for the account of Borrower, on the terms and
subject to the conditions set forth berein; '

NOW, THEREFORE, for and in consideration of the above premises and the mutual
covenants and agreements contained herein, the Borrower, the Lenders and the Administrative Agent
hereby agree as follows: :

ARTICLB I
Defmmons

SECTION 1.01. Defined Terms. As used in this Agreement (including the Schedules hereto) the
~ following terms shall have the meanings specified below:

"Acceptance Fee" shall mean a fee payable in Doilars by Borrower to the Administrative
Agent for the account of a Lender with respect to the acceptance of a B/A or the making
of a B/A Equivalent Loan on the date of such acceptance or loan, calculated on the face
amount of the B/A or the B/A Equivalerit Loan at the rate per annum applicable on such
date as set forth in the columm Iabelled "B/A Spread" in the definition of the term
"Applicable Rate" set forth herein on the basis of the number of days in the applicable
Contract Period (including the date of acceptance and excluding the date of maturity) and

-1-
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a year of 365days (it being agreed that the rate per annum applicable to the B/A
Bquivalent Loan is equivalent to the rate per annum otherwise applicable to the Bankers'
Acceptance which has been replaced by the making of such B/A Equivalent Loan

pursuant to Section 2.20(h)).

" Account” shall have the meaning given such term in the PPSA. |

"Account Debtor" shall have the meaning given such term in the Secunty Agreement
granted by the Borrower to the Administrative Agent.

"Administrative Agent” shall mean CIBC, in its capacity as administrative agent (and as
security trustee under the Securify Documents govemned by English 1aw or German law)

for the Lenders.

" Administrative OQuestionnaire™ shall mean an Administrative Questionnaire in the form
supplied from time to time by the Administrative Agent. ‘

"Affiliate" shall mean, when used with respect to a specified Person, another Person that
directly, or indirectly through one or more intermediaries, Controls or 1s Controlled by or
is under common Control with the Person specified. For purposes of this definifion,
neither any Lender nor any Affiliate of a Lender shall be deemed to be an Affiliate of a
Loan Party solely by reason of its ownership of or right to vote any Indebtedness or

equity securities of such Loan Party.

"Agreement” shall mean this Credit Agreement. -

"Applicable Percentage” of any Revol'v'mg _Lende:r shall mean the percentage of the
aggregate  Revolving Commitments represenied by such Lender's Revolving
Commitment. If the Revolving Commitments shall have terminated or expired, the

. Applicable Percentage shall be determined based upon the Revolving Commitrnents most

VANDL: 2416633: v

recently in effect, giving effect to any assignments,

"Applicable Rate" shall mean, for any day, with respect to any Term Loan, Revolving
Loans or Operating I.oans, as the case may be, the applicable percentage set forth below
under the caption (x) "Prime Rate Spread” and (y) "B/A Spread”, as the case may be,.
based upon the Total Leverage Ratio as of the relevant date of determination:

Total
Leverage Ratio : Prime Rate Spread B/A Spread -
Greater than or equal to - 2.00% 3.5-0%
4.50 1o 1.00
Toss han 45010 1.00 1.50% B 3.00%

but greater than or equal
to 3.50 10 1.00

Less than 3.50 to 1.00 1.00% 2.50%
but greater than or equal : '
10 3.00t0 1.00




Total

Leverage Ratio Prime Rate Spread B/A Spread

Less than 3.00 to 1.00 - 050% 2.00%
|| but greater than or equal
to 2.50to 1.00

Less than 2.50 1o 1.00 0.00% T 1.50%

Each change in the Applicable Rate resulting from a change in the Total Leverage Ratio
shall be effective with respect to all Loans, Commitments and Letters of Credit on the
date of delivery to the Administrative Agent of the financial staternents and certificates
required by Section 6.04, based upon the Total Leverage Ratio as of the end of the most
recent Fiscal Quarter included in such financial staternents so delivered, and shall remain
in effect until the date immediately preceding the date of delivery of such financial
statements and certificates for the subsequent Fiscal Quarter. Notwithstanding the’
foregoing, (i) in the casc of rollovers of Bankers' Acceptances, a change in the
Applicable Rate as of the end of the most recent Fiscal Quarter will apply on the date of
such rollover, and (i) until the delivery of the financial statements and certificates
required by Section 6.04, (a), (d), (¢} and (g) for the 2008 Fiscal Year, the Total Leverage
Ratio shall be equal to 3.50 to 1.0 for pusposes-of determining the Applicable Rate.

"Approved Fund" shall mean any Person (other than a natral person) that is engaged in
making, purchasing, holding or investing in bank loans and similar extensions of credit in
the ordinary course of its business and that is administered or managed by (a) a Lender,

(b) an Affiliate of a Lender or (c) an entlty or an Affiliate of an entity that administers or
manages a Lender. '

“-Asset Sale" shall mean the sale, transfer or other disposition (including any casualty or
condemnation) by a Loan Party or any Subsidiary fo any Person other than a Loan Party
of (a) any capital stock in any Person (other tha.n its own capltal stock) or (b) any other
asset or right of such Loan Party. :

" Assienment and Acceptance” shall mean an assignment and acceptance entered into by a
Lender and an assignee (with the consent of any Person whose consent is required by

- Section 10.04(b), in the form of Exhibit A or such other form as shalt be approved by the

Administrative Acrent

“Audax” means each of Audax Private EquitSr Fund IT, L.P., Audax Co-Invest, L.P.,

E Andax Trust Co-Invest, L.P. and AFF Co-Invest, L.P.

"B/A Eguivalent Loa_n 18 defmed in Section 2. Q,Ogh}

"B/A Loan" shall mean a BonowmU coraprised of one or more Bankers' Acceptances of,
as applicable, B/A Equivalent Loans. For greater certainty, all provisions of this

. Agreement which are applicable to Bankers' Acceptances are also apphcable mutatis
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"Bank Act Security" shaJl mean secunty delivered by Borrower to each Lender that isa
bamk listed under Schedule L Il or Hlof the Bank Act (Canada).

"Bankers' Acceptance and "B/A" shall mean a non-interest bearing instrument
denominated in Dollars, drawn by Borrower and accepted by a Lender in accordance with
this Agreement, and shall include a depository bill within the meaning of the Depository
Bills and Notes Act {Canada) and a bill of exchange within the meaning of the Bills of .
Exchange Act (Canada), and when used in conjunction with a "Loan" or a "Borrowing",
shall include a B/A Eqguivalent Loan.

"Reneficiaries" shall mean (a) the Lenders and the Administrative Agent, (b) the Swap
L.enders, (c) the beneficiaries of each indemnification obligation undertaken by any Loan
Party under any Loan Document and (d) the SUCCESSOTS and assigns of each of the
forecomg '

“Board” shall mean the Board of Governors of the Federal Reserve System of the
United States.

"Borrower" shall mean 1353537 Alberta Lid., a corporation ineorporated under the laws
of the Province of Alberta. :

"Borrower Security Agreement” shall mean the secuﬁty agreement in form acceptable to

-the Administrative Agent, between Bomower and the Administrative Agent, for the
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benefit of the Beneficiaries.

"Borrowimr“ shall mean (a)a group of Loans of the same Class- and Type, and
depominated in the same currency, made, converted or continued by the Lenders on a
single date and as fo which a smvle Interest Period or Contract Period is m effect or
(b} an Operating Loan.

."Borrowing Base" shall mean an amount equal to the total of (a) 75% of the unpaid
amount of all Eligible Accounts of the Loan Parties less Reserves (or 90% of the unpaid
amount of all Eligible Accounts . that are insured in manner acceptable to the
Administrative Agent, acting reasonably) and (b) the lesser of $7,000,000 and 50% of
Eligible Inventory.

"Borrowing Base Certificate” means a certificate substantially in the form of Exhibit B.

"Business Day" shall mean any day (other than a Saturday, Sunday or legal holiday in the
Province of Ontario or the Province of Sagkatchewan) on which banks are open for
business in Toronto and Saskatoon; provided, however, that when used in connection
with a Letter of Credit, the term "Business Day" shall also exclude any day on which
banks are not open for business in the jurisdiction in which the lending office of the
Operating Lender is located.

"Business Unit" shall mean the assets constituting the business, or a division or operating
unit thereof, of any Person.

"Capadian Benefit Plans" shall mean all employee benefit plans of any nafure or kind

whatsoaver (other than the Canadian Pension Plans) that are maintained or contributed to

by a Loan Party:



"Canadian Pension Plans" shall mean each plan that is considered to be alpension plan for

_the purposes of the TTA or any applicable pension benefits standards statute and/or

regulation in Canada and that is established, maintained or contributed to by a Loan Party
for its current or former employees.

"Capital Expenditures” shall mean, for any period, all amounts that would be included as
additions to property, plant and eguipment and other capital expenditures on a
consolidated statement of cash flows for the Loan Parties duning such period in
accordance with GAAP (excluding capitalized interest but including the amount of assets
leased under any Capital Lease; provided, however, that Capital Expenditures shall not
include the capitalized portion of any Permitted Acquisitions).

"Capital Lease" is defined in the definition of the term ”Capital I ease Obligations”.

"Capital Lease Obligations" of any Person shall mean the obligations of such Person to
pay rent or other amounts under any lease of (or other arrangement conveying the right to
use) real or personal property, or a combination thereof (each, a "Capital Leage"), which
obligations are required to be classified and accounted for as capital leases on a balance
sheet of soch Person under GAAP. For the purposes of this Agreement, the amount of
such obligations at any time shall be the capitalized amount thereof at such time,
determined in accordance with GAAP. ' S

“Cash Proceeds" shall mean, with respect to any Asset Sale, cash, cash equivalents or
marketable securities . received from such Asset Sale, including any insurance. or
condemnation proceeds and proceeds received by way of deferred payment pursuant to a
note receivable or otherwise. ‘

"CDOR Rate" shall mean, for each day in any period, the annual rate of interest that is
equal to the average rate applicable to Dollar bankers' acceptarices for a term equal to the
term of the relevant Contract Period (or for a term of one moath for purposes of

_determining the Prime Rate) appearing on the Reuters Screen CDOR- Page at
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approximately 10:00 a.m., Standard Time, on such date, or if such date is not a Business
Day, on the immediately preceding Business Day, provided that if such rate does not
appear on the Retters Screen CDOR Page on such date as contemplated, then the
CDOR Rate on such date shall be Administrative Agent’s B/A bid rate. .

A "Change in Control" shall be deemed‘to have occurred if (a) Audax and its affiliates
shall cease to beneficially own, directly or indirectly, at least a majority of the voting and
economic Bquity Interests of Holdco on a fully diluted basis, or (b) Holdco shall cease to
beneficially own, directly or indirectly, 100% of the voting and economic Equity Interests
of Borrower and the Subsidiaries (except that the 100% figure above shall be 51% in the
case of NorthStar Cover-All, LLC and 95% in the case of Cover-All Deutschland
GmbH). '

“'CIBC" shall mean Canadian Imperial Bank of Comrnerce.

"Class when used in reference to any Loan or Borrowing, refers to whether such Loan,
or the Loans comprising such Borrowing, are Revolving Loans, Term Loans or Operating
Loans and, when used in reference to any Commitment, refers to whether such
Commitment is a Revolving Cominitrnent, Term Commitment or' Operating
Commitment. |



"Closing Date" shall mean the dai:e upon which the Term Loans are -advanced by the
Term Lenders.

"Code" shall mean the Internal Revenue Code of 1986, or any successor statute thereto,
as the same may be amended from time to time.

- "Collateral” shall mean all the "Collateral” or the “Security Assets” as defined in any

Secunty Docurpent and/or any assets which are the Sllb]E:Ct of a security interest created
nnder a Security Document.

_ "Comnﬁtment" shall mean, with respect to each Lender, such Lender's Revolving

Commitment, Term Commitranent or Operating Commitment, as applicable.
"Commitment Fees" is defined in Section 2.05(a).

"Compliance Certificate” is defined in Section 6.04( d).

"Contract Period" shall mean the térm of a B/A I.oan selected by Borrower in accordance
with Section 2.20, comumencing on the date of such B/A Loan and expiring on a Business
Day which shall be either one, two, three, six or twelve months thereafter, provided that
(a) subject to clause (b) below, each sach period shall be subject to such extensions or
rednctions as may be determined by the Administrative Agent to ensure that each
Contract Period shall expire on a Business Day, and (b) no Contract Period sha]l extend

beyond the Maturity Drate.

_"Contribution Notice" means a contribution as issued by the Pensions recrulator under
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Section 38 or Sect:on 47 of the UK Pensions Act 2004.

"Control" of 2 Person shall mean the possession, directly or indirectly, of the power to

direct or cause the direction of the management or policies of such Person, whether
through the ownership of voting securities or other Equity Interests, by contract or
otherwise. "Controlling" and "Controlled" shall have meanings correlative thereto.

"Credit Event" is defined in Article V.

"Credit Facility" shall mean a Class of Commitments and extensions of credit thereunder.
For purposes of this Agreement, each of the following comprises a separate Credit

Facility: (a) the Term Facility in respect of Term Commitments, (b)the Revolving

Facility in respect of Revolving Comnutmems (d) the Operating Commitment.

"Credlt Transactlons 18 deﬁned 1n Sactwn 4,02,

"Current Assets" shall mean, as at any date of determination, the total assets (other than
cash and cash equivalents) of the Loan Pariies on a consolidated basis that may properly
be classified as current assets in conformity with GAAP..

"Current Liabilities" shall mean, as at any date of determination, the total liabilities of the
Loan Parties on a consolidated basis that may properly be classified as current liabilities
in conformity with GAAP. : '




"Defanit" shall mean any event or condition described in Article VII that upon notice or
expiration of any cure period set forth therein, or both will constitute an Event of Defanlt.

"Defanlt Rate" is defined in Section 2.07.

"Deposit Account” shall mean, with respect to any Person, any demand, time, savings,
passbook or similar account of such Person maintained with a bank, savings and loan
association, credit union or similar organization, whether now owned or existing or

- hereafter acquired or arising.

"Deposit Account Pledge Agreements” shall mean the Deposit Account Pledge
Agreements entered into by the Loan Parties from time to time, in form and substance
reasonably satisfactory to the Administrative Agent, in connection with all of the Deposit

- Accounts maintained by the Loan Parties (other than (i) payroll, tax withholding and trust

accounts and (i) any Deposit Accounts with an average monthly balance of less than
$100,000.

"Discount Proceeds" shall mean, for any B/A Loan {or, as applicable, any B/A Equivalent
Loan), an amount (rounded to the nearest whole cent, and with one-haif of one cent being

roanded upwards) calculated on the applicable date of the Borrowing of which such
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B/A Loan is a part or any rollover date for such Borrowing by multiplying:
() the face amount of the B/A Loan; by
(b) the quotient of one divided by the sum of one plus the product of:

(1) the Discount Rate (expressed asa decnnal) applicable to such B/A Loan,
and

(i) ©  a fraction, the numerator of which is the Contract Period of the B/A Loan
and the denominater of which is 365 days, )

‘with such quotient being rounded up or down to the fifth decimal place, and any

multiple of .000005 being rounded up.
"Discount Rate"‘ shall mean:

(a) with respect to any Lender that is a Schedule I Bank, as apphcable toa B/A being
purchased by such Lender on any day, the CDOR Rate; and

®) with respect to any Lender that is not a Schedule I Bank, as applicable to a
Banker's Acceptance being purchased or a B/A Equivalent Loan being made or
deemed to bé purchased by such Lender on any day, the CDOR Rate plus
10 basm points (0. 10%)

"Dollars" and "$" shall mean lawful currency of Canada.



"Ehgible Accoum" shall mean an Account owing to any Loan Pany that meets each of
the foll owmcr requirements: :

(2)

(b)

(c)
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(d)

(e)

&)

&)

(b

it arises from the sale or lease of goods or the rendering of services which have
been fully performed by such Loan Party (excluding any inspection mights and
warranties granted in the ordinary course of business); and if it arises from the
sale or lease of goods, (1) such goods comply with such Account Debtor's
specifications (if ary) in all material respects and have been delivered to such

. Account Debtor and (ii) snch Loan Party has possession of, or if requested by the

Administrative Agent, has delivered to the Administrative Agent,- delivery
receipts evidencing snch delivery, and potwithstanding the foregoing, Accounts
that are billed based on percentage of completion of installation projects shall be
subject to this clanse (a);

it (i) is subject to a perfected, first priority Lien in favour of the Administrative -
Agent and (ii) is not subject to any other assignment, claim or Lien other than
Permitted Liens; ' '

it is a valid, legally enforceable and unconditional obligation (excluding any
inspection rights and warrapties granted in the ordinary course of business) of the
Account Debtor with respect thereto, and is not subject to the fulfillment of any
condition whatsoever or any counterclaim, credit, allowance, discount, Tebate,
set-off or adjustment by the Account Debtor with respect thereto (excluding any
inspection rights and warranties granted in the ordinary course of business), or to
any claim by such Account Debtor denying liability thereunder in whole or in
part and the Account Debtor has not refused to accept and/or has not returned or
offered to return-any of the goods or services which are the subject of such
Account; provided, that Account shall be deemed ineligible hereunder only to the
extent of such counterclaim, credit, allowance, discount, rebate, set-off,
adjustment, refusal or return; ' :

there is no bankruptcy, insolvency or liguidation pr'oceeding‘pending by or
against the Acconnt Debtor with respect thereto; '

the Account Debtor with respect thereto is a resident or citizen of, and is located
within, Canada or the United States, England or (upon satisfaction of the German
Conditions Precedent) Germany, unless the sale of goods or services giving rise
to such Account is on letter of credit, banker's acceptance or other credlt suppost
terms reasonably sausfactory to the Administrative Agent;

it is mot an Account arising from a "sale on approval,” "sale or return,”

"consignment” or "bill and hold" or subject to any other repurchase o return
agreement (excluding any inspection rights and warranties granted in the
ordinary course of business) ;

it is not an Account with respect 1o which possession and/or control of the goods

sold giving rise thereto is held, maintained or retained by any Loan Party (or by

-any agent or custodian of any Loan Party) for the account of or subject to further

and/or future direction froin the Account Debtor with respect thereto;

it arises in the ordinary ¢0urse of business of the applicable Loan Party;

-



(@)

@)

M

" {(m)

(m)

(0)

(p}

if the Account Debtor is Canada, the United States, or any department, agency or
instrumentality thereof, the applicable Loan Party has assigned (to the extent
assignable) its right to payment of such Account to the Admuustrative Agent
pursuant to the Assignment of Claims Act of 1940 (if applicable to such Account)
or the Financial Administration Act (Canada), or any and all consents required

- for the effective assignment of such right to payment have been obtained, and

evidence (satisfactory to the Administrative Agent) of such assignment and/or
consents has been delivered to the Administrative Agent; however,
notwithstanding the foregoing, the assignment and consent requirements of this
clause (1) shall not apply with respect to up to $250,000 (in the aggregate) of such
Accounts of the Loan Parties outstanding at any time.

if the applicable Loan Party maintains a credit limit for an Account Debtor, the
aggregate dollar amount of Accounts due from snch Account Debtor, including
such Account, does not exceed such credit limut;

if the Account is evidenced by chattel paper or an instrument, the originals of
such chattel paper or instrument shall have been endorsed and/or assigned and
delivered to the Administrative Agent or, in the case of electronic chattel paper,
shall be in the control of the Administrative Agent, in each case in a manner
satisfactory to the Administrative Agent; ' '

- such ' Account is evidenced by an invoice delivered to the related Account Debtor

and is not more than (i) 90 days past the due date thereof or (ii) 120 days past the
original invoice date thereof, in each case according to the original terms of sale;

it is not an Account with respect to an Account Debtor that is located in any
jurisdiction which has adopted a statute or other requirement with respect to
which any Person that obtains business from within such jurisdiction must file a
notice of business activities report or make any other required filings in a timely
manner in order to enforce its claims in such jurisdiction's courts unless (i) such
notice of business activities report has been duly and timely filed or the
applicable Loan Party is exempt from filing such report and has provided the
Administrative Agent with satisfactory evidence of such exemption or (ii) the
failure to make such filings may be cured retroactively by the applicable Loan
Party for a nominal fee; : '

the Account Debtor with respect thereto is not a Loan Party or an Affiliate of a
Loan Party; : .

_ it is not owed by an Account Debtor with respect to which 35% or more of the

aggregate amount of outstanding Accounts owed at such time by such Account
Debtor is classified as ineligible urider cianse (1) of this definifion; and

if the aggregate amount of all Accounts owed by the Account Debtor thereon
exceeds 25% of the aggregate amount of all Accounts of all Account Debtors of
Loan Parties at such time, then all Accounts owed by such Account Debtor in
excess of such amount shall be deermed ineligible.

An Account which is at any time an Eligible Account, but which subsequently fails to
meet any of the foregoing requirements, shall forthwith cease to be an Eligible Account.
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Notwithstanding the foregoing, (i) if an Account that does not meet one or more of the
criteria set out above, it shall still be considered an Eligible Account if it is sibject to a
standard insuramce policy of Export Development Canada or any other msurance policy
acceptable to the Administrative Agént acting reasonably; and (ii) upon satisfaction of the
German Conditions Précedent, but prior to the repayment in full of the German Non-
Prepayable Indebtedness and the release and discharge of all Liens in respect thereof, a
Reserve (which, for certainty, shall be in addition to-any other Reserve in effect at such

‘time) against Eligible Accounts in an amount in Canadian dollars equal to €37,500 at the

time of calculation shall be applied to the calculation of the Borrowing Base.

“Bligible Inventorv” shall mean inventory located in North America, England, or (upon
satisfaction of the German Conditions Precedent) Germany and valued at the lower of
cost and fair market value of all prodicts, goods and materials owned by the Borrower
for resale or for production of goods for resale, including work in progress not exceeding
$1,000,000 at any time, and which is subject to a perfected, first priority Lien in favour of
the Administrative Agent, and which is not subject to any other assignment, claim or licn
other than Permitted Liens.

"Environmental Laws" shall mean all current and future federal, state, provincial, local

- and foreign laws, rules or regulations, codes, ordinances, orders, decrees, judgments o1 '

injunctions issued, promulgated, approved or entered theretnder or other requirements of
Governmental Amthorities or the common law, relating to protection of health and safety
from environmental hazards, or poliution or protection of the environment, inchiding
laws relating to emissions, discharges, releases or threatened releases of, or exposure to,
poliutants, contaminants, chemicals or industrial, toxic or hazardous substances, or
wastes into the environment (including ambient air, surface water, groundwater, land
surface or subsurface strata) or otherwise relating to the manufacture, processing,
distribution, use, generation, treatment, storage, disposal, tramsport or handling of
pollutants, contaminants, chemicals, or- industrial, foxic or hazardous substances, or
wastes, or underground storage tanks and emissions or releases therefrom.

"Equity Interests" shall mean, with respect to any Person, any and all shares, inferests,
participations or other equivalénts, including membership interests (however designated,
whether voting. or nonvoting), of capital of such Person, including, if such Person is a
partnership, partnership interests (whether general or limited) and any other interest or
participation that confers on a Person the right to receive a share of the profits and losses
of, or distributions of assets of, such partnership, whether outstandmg on the Closing
Dae or thereafter.

"ERISA" shall mean the Employee Retirement Income Security Act of 1974, or any
successor statute, as the same may be amended from time to tlme

"ERISA Affiliate” shall mean any trade or business {whether or.not incorporated) under
common control with the Borrower or any other Loan Party within the meaning of
Section 414(b) or (¢) of the Code (and Sections 414(m) and (o) of the Code for purposes
of provisions relating to Section 412 of the Code).

- "Event of Default" is defined in Article VI,

'

"Bguipment" shall mean all of the equipment of the Loan Pasties, from time to time
necessary or desirable for the conduct of the business of the Loan Parties. '

-10 -
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. “Bxcess Cash Flow" shall mean, for the relevant perod and without

duplication, Operating Cash Flow during such period, minus the sum during such period
of (i) the Working Capital Adjustment, (i) all incorne taxes paid in cash by the Loan

" Parties, (iii) cash Interest Expense, (iv) scheduled repayments of Permitted Tndebtedness,

(v) unfunded Capital Expenditures (excluding any Capital Expenditures made through a
Sale Proceeds Reinvestment), (vi) all other cash items added to Net Income in the -
determination of Operating Cash Flow, (vii) Permitted Acquisition Expenses (excluding
any Permitted Acquisition Expenses paid in respect of cash or cash equivalents of an
acquired Person or Business Unit), except to the extent financed with equity or debt
proceeds, other financings or Asset Sales, (viii) all cash Investments permitted to be .
made hereunder, and (ix) all Restricted Payments permitted to be made hereunder and (x)
all voluntary prepayments of Permitted Indebtedness (other than the Loans).

“Excinded Issuances” shall mean the sale or issuance of equity securities of Holdco (i) to
any Person who holds Equity Interests of Holdco as of the Closing Date or an Affiliate of

" snch Person, (ii) to management, or (i) the proceeds of which are used to (A) make

permitted Capital Expenditures, (B) make Permitted Iuvestments or (C) make Restricted

_ Payments permitted hereunder.

"Fees" shall mean the fees described in Section 2.03.

"Hinancial Officer” of any Person shall mean the chief financial officer, principal
accounting officer, treasurer, contro]ler or assistant treasurer of such Person.

"Financial Support Direction" means a financial support direction issued by the Pen'sion.
Regulator under Section 43 of the UK Pensions Act 2004.

“Fiscal Quarter” shall mean, with respect to any Loau'Party, a period of time covering

- Periods 1 to 4 (first Fiscal Quarter), Periods 5 to 7 (second Fiscal Quarter), Periods 8 to -

- VANOL: 2416633: v9

10 (third Fiscal Quarter) or Periods 11 to 13 (fourth Fiscal Quarter) of each Fiscal Year of
such Loan Party. '

“Figcal Year” shall mean the Fiscal Year of the Borrower, Holdco and the Subsidiaries
beginning in each case on the first day of Period 1 of a calendar year and ending on the
Iast day of Period 13 in the followmg calendar year.

"Hixed Charges" means, for any period, the sum, without duplication, of (a} cash Interest
Expense (including, without limitation, the interest component of Capital Lease expense,
commitment fees and letter of credit fees), and (b} scheduled amortization payments of
prixicipal actually made (specifically excluding prepayments of Term Loans under Section
2.12) or scheduled to be made with respect to Indebtedness (other than payments under the
Revolving Loans), including the prmmpal component of payments with respect to Capital
Leases as such scheduled payments may be reduced by the application of prepaymernits.

"Fixed Charge Coverage Ratio" shall, on any date of determination, mean the ratio of
() Operating Cash Flow less payments of cash Taxes and unfunded Capital Expenditures
(excluding any Capital Expenditures made throngh a Sale Proceeds Remvestment), to.
(b) Fixed Charges, all determined for the period of four consecutive Fiscal Quarters
ending on or most recently prior to such date, For all reporting periods ending prior to
the first anniversary of the Closing Date, (x) Fixed Charges shall be annualized and (y)
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cash Taxes and unfinanced Capital Expenditures shall be equal to the actual amounts
expended in cash on such after the Closing Date through-the end of such testing period.

"GAAP" shall mean generally accepted accounting prmmples in Canada which are in
effect from time to time, as published in the Handbook of the Canadian Imstitute of

-Chartered Accountants, applied on a consistent basis.

_ “German Conditions Precedent” means (1) the repayment in full of the German Secured

Indebtedness, ‘(ii) the release and discharge of all Liens securing the German Secured
Indebtedness, (i) the resolution and filing of an amendment of the Organizational
Documents of Cover-All Deutschland GmbH to remove any restriction as to the payment
of dividends or other distributions to its shareholders, (iv) the granting by Cover-All
Deutschland GmbH of a Guarantee Agreement, Guarantor Secunty Agreements and all
related Loan Documents as required hereunder, and (v) the perfecting (of equivalent
thereto under German law) of all Liens in favour of the Administrative Agent pursuant to
the Guarantor Security Agreements granted by Cover-All Deutschland GmbH.

“German Non-Prepavable Indebtedness” means the outstanding indebtedness under two
loan agreements each dated May 22, 2003 and made between Cover-All Deutschland
GmbH and Stadtsparkasse Ochtrupp (renamed Verbundsparkasse Emsdetten — Ochtrupp)
in a principal amount not exceeding €87,500, with respect to which no more than €37,500
may be secured by a Lien over the Accounts (but not over any other property) of Cover-
All Deutschland GmbH; and for certainty, the principal amount of the German Non-
Prepayable Indebtedness in excess of €37,500 shall be unsecured.

“German Secured Indebtedness™ roeans Indebtedness of Cover-All Deutschland GmbH

to, without limitation, VerbundSparkasse Emsdetten-Ochtrap, and Volksbank Ochtrup
e, pursuant to certain operating and term loan credif facilities set ouf in defail in
Schedule 4.23 hereof, which Indebtedness shall not exceed the amount owing in respect
thereof as of the Closing Debt, and which shail be fully cash collateralized except for (i)
no mote than €162,500 of the principal amount thereof plus (ii) the German Non-
Prepayable Indebtedness (which for purposes of this Agreement shall not form part of the
German Secured Indebtedness).

M"Govermnental Authority" shall rhean any federal, state, prov'mcial; regional, local or

foreign court or governmental agency, authority, instrumentality or regulatory body.

"Guarantee” of or by any Person shall mean any obligation, contingent or otherwise
(whether or not depominated as a guarantee), of such Person guaranteeing any
Indebtedness of any other Person (the "primary obligor”) in any manner, whether directly
or indirectly, and including any obligation of such Person, direct or indirect, (a)to
purchase or pay (or advance or supply funds for the purchase or payment of} such

- Indebtedness or to purchase (or to advance or supply funds for the purchase of) any
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security for the payment of such Indebtedness, (b) to purchase property, securities or
services for the purpose of assuring the owner of such Indebtedness of the payment of
such Indebtedness or (¢) to maintain working capital, equity capital or other firancial
statement condition or liquidity of the primary obligor so as to enable the primary obligor
to pay such Indebtedness; provided, however, that the term "Guarantee™ shall not include
endorsements for collection or deposit in the ordinary course of business. The amount of
any Guarantee at any time shall be deemed to be an amount equal to the least at such time
of (x) the stated or determinable amount of the primary obligation in respect of which
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“such Guarantee is made or (y) the maximum amount for which such Person may be liable

pursuant to the terms of the instrument embodying such Guatantee (or, if not stated or
determinable, the maximum reasonably anticipated liability in respect thereof), or (z) if
recourse is limited to a specified asset, the fair market valué of such asset.

"Gnarantee Acreements” shall mean the gnarantee agreements in form acceptable to the
Administrative Agent entered inte by each of the Guarantors for the benefit of the
Beneficiaries. ‘ ‘

"Garantor Security Acteements” shall mean the security agreements in form acceptable
to the Administrative Agent, between each Guarantor and the Administrative Agent, for
the benefit of the Beneficiaries. For certainty, the Guarantor Security Agreements shall
include ‘any charge agreements, assignment agreements, pledge agrecments, debentures,

- or other security agreements granted by a gnarantor for the benefit of the Beneficiaries.

"Guarantors” shall mean Holdco and each Subsidiary that from time to time guarantees
tbe Obligations pursuant to a Guarantee Agreement. For certainty, NorthStar Cover-All,
11.C shall not be a Guarantor hereunder. ‘

"Hazardous Materials” is defined in Section 4.14(d).

"Holdco" shall mean Cover-All Holding Corp., a Nova Scotia unlimited Hability
company. : : : 7

"Indebtedness” of any Person shall mean all obligations of such Person for borrowed
money, including. without limitation {a) all obligations of such Person evidenced by -
bonds, debentures, notes or similar instruments, (b) atl obligations of such Person under
conditional sale or other title Tetention agreements relating to assets purchased by such
Person, (¢) all obligations of such Person issued or assumed as the deferred purchase
price of properiy or services (excluding trade accounts payable and similar accrued
liahilities arising in the ordinary course of business), (d)all Indebtedness of others
secured by (or for which the holder of such Indebtedness has an existing right, contingent
or otherwise, to be secured by) any Lien on property owned or acquired by such Person,
whether or not the obligations secured thereby have been assumed by such Person (and in

the event such Person has not assumed or otherwise become liable for payment of such ~

obligation, the amount of Indebtedness under this clause (d) shall be the lesser of the
amonnt of such obligation and the fair market value of such property), (&) all Goarantees
of obligations that otherwise constitute “Indebtedness” hereunder by such Person, (f) all
Capital Lease Obligations of such Person, (2) all obligations of such Person as an acconnt

- party to reimburse any bank or any other Person in respect of amounts drawn under
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letters of credit. The Indebtedness of any Person shall include the Indebtedness of any
partnership in which such Person is a geperal partner, except 10 the extent such
Indebtedness is expressly non-recourse to such Person. : : -

"Tndemnitee” is defined in Section 10.05(b3. '-

“Tnformation” is defined in Section 10.15.
“Insolvency Law" shall mean, to the extent applicable, (a) Title 11 of the United States

Code, (b)the Bankruptcy and Insolvency Act (Canada), (c) the Companies' Creditors
Arrangement Act (Canada) and (d) any similar federal, provincial, state, local or foreign
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bankruptcy or insolvency law, in each case as now constituted or hereafter amended or |
enacied.

“Intercreditor Agreement” shall mean an intercreditor agreement among the Borrower,
the Administrative Agent and the administrative agent with respect to the Subordinated
Loan, on terms satisfactory to the Lenders acting reasonably. '

“Interest Expense” shall mean, for any period, the interest exﬁense of the Loan Parties for
such period determined on a consolidated basis in accordance with GAAP.

"Interest Payiment Date" shail mean with respéct to any Loan, the last day of the Interest

Period applicable to the Borrowing of which such Loan is a part.

"Interest Period" shall mean as to any Prime Rate Borrowing the period commencing on

. the date of sach Borrowing or on thé last day of the immediately preceding Interest
. Period applicable to such Borrowing, as the case may be, and ending on the earlier of

(i) the last day of the next sncceeding month and (i1) the Maturity Date. Interest shall
accrne from and including the first day of an Interest Period to but excluding the last day
of sauch Interest Period.

"Tnventorv” shall have the meaning given such term in the Borrower Security Agreement.

"Investment" shall mean, as applied to any Person (the "mvestor"), any disect or indirect
purchase or other acquisition by the investor of, or a beneficial interest in, stock or other

‘securities of any other Person, including any exchange of equity securities for

Indebtedness, or any direct or-indirect loan, advance (other than advances'to employees
for moving and travel expenses, drawing accounts and similar expenditures in the
ordinary course of business) or-capital contribution by the investor to any other Person, -
incinding all Indebtedness and accounts receivable owing to the investor from such other
Person that did not arise from sales or services rendered to such other Person in the

~ordinary course of the investor's business. Except for any Investment described in the

immediately succeeding sentence, the amount of any Investment shall be the original cost
of such Investment plus the cost of all additions thereto, without any adjustments for
increases or decreases in value, or write-ups, write-downs or write-offs with respect to

_such Investment minus asy amounts (a)realized upon the disposition of assets

comprising an Investment (including the value of any liabilities assumed by any Person
other than Bosrower . or any Subsidiary in conmection with such disposition),
(b) constituting repayments of Tnvestments that are loans or advances or (c) constituting

- cash returns of principal or capital thereon (including any dividend, redemption or
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repurchase of equity that is accounted for, in. accordance with GAAP, as a return of
principal or capital). For purposes of this Agreement, the redemption, purchase or other
acquisition for value by Borrower or any Subsidiary of any shares of its capital stock
from a Person other than Borrower or any other Subsidiary shall be deemed to be an
"Investment" by Borrower or such Subsidiary in its shares of capital stock.

"TTA" shall mean the Income Tax Act (Canada), as amended, and any successor thereto
and any regulations promulgated therennder. :

"LC Disbursement"” shall mean any payment or disbursement made- by the Operatmfr
Lender under or pursuant to a Letter of Credit.
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"LC Exposure" shall mean, at any time of defermination, the sum of (a) the aggregate
undrawn amount of all outstanding Letters of Credit and (b) the ageregate amount of all
LC Disbursements in respect of Letters of Credit that have not been reimbursed by
Borrower or another Loan Party at such time. '

"Lead Arranger® shail meaﬁ CIBC.

"Lenders” shall .mean the Persons listed on Schedule 2.01 (and their respective
successors, which shall include any entity resulting from a merger or consolidation) and

- any otber Person that shall have become a party hereto pursuant to an Assignment and

Acceptance, other than any such Person that ceases 10 be a party hereto pursnant o an
Assignment and Acceptance. Unless the context clearly indicates otherwise, the term
“Lenders" shall include the Operating Lender.

" “Lenders’ Counsel” shall mean Bordeu Ladner Gervais LLP;

"Letters of Credit" shall mean the Jetters of credit iséued for the account of Borrower by
the Operating Lender pursuant to the terms and conditions of Article HI

"Letter of Credit Request” shall mean a properly completed notice in a form acceptable to
the Operating Lender . :

"Lien" shall mean, with respect to any asset, () any mortgage, deed of trust, lien, pledge,
assignment for security, hypothecation, enciimbrance, charge or security interest in or on
such asset, and (b) the interest of a vendor or a lessor under amy ‘conditional sale
agreement, Capital Lease or title retention agreemnent relating to such asset.

"] oan Documents” shall mean this Agreement, the Notes, the Letters of Credit, the
Security Documents, the Gnarantee Agreements, the Bankers' Acceptances, all
agreements, instruments and documents which create or perfect any of the Liens securing
the Obligations or create any obligation between any Loan Party and the Administrative
Agent or any Lender, each Notice of Borrowing, Notice of Conversion or Continnation,
Borrowing Base Certificate, Letter of Credit Request and Compliance Certificate, and all
agreements, instruments and documents that are agreed to by Bomower and the
Administrative Agent to constitute a "Loan Document” hereunder heretofore, now or
hereafter executed by or on behalf of any Loan Party and delivered to or for the benefit of
the Administrative Agent or any Lender in connection this Agreement, and all renewals,

" replacements, consolidations, substitutions and extensions of any of the foregoing.

“Loan Party" shail mean Holdco, Borrower and each Subsidiary.

VANDL: 2416633: v9

"Loans" shall mean the Revolving Loans, the Term Loans and the Operating Loans.
“Marein Stock” shall have the meaning given such termn under Regulation U.

"Material Adverse Effect” shall mean any act, omission, event or undertaking which

would, singly or in the aggregate, have a materially adverse eifect upon {a) the business,
assets, properties, liabilities, financial condition or results of operations or business
prospects of the Loan Parties taken as a whole, (b) the ability of the Loan Parties taken as
a whole to perform any obligations under the boan Documents, {c} the legality, validity,
binding effect, enforceability or admissibility into evidence of the Loan Doctunents or the
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abﬂlty of the Administrative Agent of any Lender to enforce any rights or remedies under
or in conmection with the Loan Documents or (d) the perfection or priority of the
Administrative Agent's Lien on the Collateral.

"Material Contract" shall mean any contract to which as Loan Party is or becomes a party

that provides for payments by or to a Loan Party in excess of $250,000.

“Maturity Date” shall roean the fifth anniversary of the Closing Date.

“Morteases” means such mortgages of the Loan Parties’ interests in real property as are
required by the Administrative Agent and the Lender, in form and on terms satisfactory
to the Administrative Agent and the Lenders.

"Multiemployver Plan" shall mean 2 multiemployer plan as defined in Section 4001(a)(3)
of ERISA to which Borrower or any ERISA Affiliate (other than one considered an
ERISA Affiliate only pursuant to subsection (m) or (o) of Section 414 of the Code} is
making or accruing an obligation to make coptributions, or has within any of the
precedmg five plan years made or accmed an obligation to make contributions.

"Net Cash Proceeds" shall mean (a) with respect to a;ny Asset Sale or casualty loss, the
Cash Proceeds therefrom, net of (i) costs of sale-(including payment of the outstanding
prineipal amount of, premium or penalty, if any, and interest on any Indebtedness (other
than Loans) required to be repaid under the terms thereof as a result of such Asset Sale),
(ii) taxes paid or reasonably estimated to be payab]e in the year such Asset Sale occurs or
in the following year as a result thereof, {ii1) appropriate amounts required to be reserved
for post-closing adjustments in connection with such Asset Sale, and (iv) dednctions for
Indebtedness secured by any assets forming part of such Asset Sale; provided that such
Indebtedness is repaid as a result of such Asset Sale; and (b) with respect to any issuance
of debt or equity securities, the cash proceeds thereof, net of underwriting commissions

- or placeinent fees and expenses directly incurred in connection therewith.

- "Net Comrent Assets™ shall mean for any Person, as of any date of determination, the
| difference (which may be a negative number) between (a) the total assets of such Person

that may properly be classified as current assets in conformity with GAAP, excluding
cash and cash equivaients, minus (b) the total liabilities of such Person that may properly
be classified as current labilities in conformity with GAAP, exclnding the current portlon '
of Jong term debt. . :

"Net Income” shall mean, for any peried, the net income (or loss) of Borrower and the
Subsidiaries on a consolidated basis for such period taken as a single accounting period
determined in conformity with GAAP (incuding, for certainty, adjustments to reflect
minority inferests in nom-wholly owned Subsidiaries), provided that there shall be
excluded from such calculation: (a) the net income (or net loss) of any other Person
accraed prior to the date it becomes a Subsidiary of, or is merged into or consolidated
with, the Person whose Net Tncome is being determined or a Subsidiary of such Person,
(b) any restoration of any contingency reserve not in the ordinary course of business,
except to the extent that provision for such reserve was made out of income during such
period, () any net gains or losses on the sale or ether disposition, not in the ordinary
course of business, of any assets, or discontinued operations, (d) any net gain arising
from the collection of the proceeds of any insurance policy, (€) any writeup of any asset,

_ except any write-up of any. asset in the ordinary course of such Person's business v

VANOL: 2416633; v9
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accordance with the percentage of completion rules under GAAP, and (f) any other non-
cash, extraordinary, unusual or non-recurring item.

“NorthStar Negative Pledge” means an agreement granted by NorthStar Cover-All, LLC
in favour of the Administrative Agent for the benefit of the Beneficiaries, whereby
NorthStar Cover-All, LCC covenants and agrees, on temms acceptable to the
Administrative Agent, not to incur any Indebtedness other than Indebtedness expressty
permitted thereby. '

"Notes" shall mean the promissory notes executed by Borrower and delivered to the -
Lenders evidencing such Lender's Loans and participations in Letters of Credit.

"Notice of Borrowinv“ is defined in Section 2.03.

"Notice of Convcrsmn or Contmuatl on" is defined in Section 2.09.

" "Obligations” shall mean, Wlthout duplication, (a) the due and punctual payment by

Bommower of (i) the principal of and interest (including interest accruing during the
pendency of any bankruptcy, insolvency, receivership or other similar proceeding,
regardless of whether allowed or allowable in such proceeding) on the Loans made to
Rorrower, when and as due, whether at maturity, by acceleration, upon one or more dates
set for prepayment or otherwise, (ii) each payment required to be made by Borrower in
respect of any Letter of Credit, when and as due, inclnding payments in respect of
reimbursement of L.C Disbursements, interest thereon (including interest accruing during
the pendeney of any bankruptcy, insolvency, receivership or other similar proceeding,
regardless of whether allowed or allowable in such proceeding) and obligations to
provide cash collateral, and (iii) all other monetary obligations of Borrower to any of the
Administrative Agent, the Operating Lender and the Lenders under this Agreement and
each of the other Loan Documents, inchading obligations to pay Pees, expense
reimbursement obligations and indemnification obligations, whether primary, secondary,
direct, contingent, fixed or otherwise, arising under the Loan Documents (inclnding
monetary obligations incurred during the pendency of any bankruptey, insolvency,
teceivership or other similar proceeding, regardless of whether allowed or allowable in
such proceeding), (b) the due and punctual payment of all the monetary obligations of
each other Loan Party under or pursuant to this Agreement and each of the other Loan
Documents, (¢) the due and punctual payment of all monetary obligations of each Loan
Party under each Swap Agreement that (i) is in effect on the Closing Date with a
counterparty that is a Lender or an Affiliate of a Lender as of the Closing Date or (if) is
entered into after the Closing Date with any counterparty that is a Lender or an Affiliate
of a Lender at the time such agreement is entered into and (d) the due and punctual”
payment and performance of all obligations of each Loan Party to a Lender or zn
Affiliate of a Lender in respect of cash management services (other than cash
management services provided after (i) the principal of and interest on each Loan and all
Fees payable hereunder have been paid in full, (ii)the Lenders have no further

commitment to lend hereunder, (iii) the LC Exposura has been reduced to zero and

(iv) the Operating Lender has no further obligation to issue Letters of Credit), including
obligations in respect of overdrafts, temporary advances, interest and fees.

"Operating Cash Flow" shall mean, for émy period, the sum (without duplication) of the
amounts for such period of Net Income plus, in each case to the extent deducted in
determining such Net Income (except in the case of (1)), (a) all federal, provincial, state,

-17 -
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local end foreign taxes, (b) Interest Expense, (c) depreciation and amortization expense,
(d) management fees and transaction fees and expense reimbursements and indemrmities
paid in the ordinary course of business in connection therewith (e} all fees and expenses
related to the Transactions, (f) the proceeds of any business interruption insurance, (g) all
costs, fees, expenses, charges and any one time payments made related to any Permitted
Investment, Permifted Acquisition, permitted issuance of equity, permitted
recapitalization, permitted rcorganization, permitted Asset Sale, or issuance of
Indebtedness permitted pursuant to Section 7.01, (h)all expenses and charges
indemnified or reimbursed by umaffiliated Persons, (i)all director fees, expense
reimbursements and indemnifications paid in the ordinary course of business, (j) all
indemnifications paid to officers and employees in the ordinary course of business, and

(k) all one-time compensation expenses paid in connection with the Transactions or any -

Permitted Acquisition; and provided that solely for the purpose of calculating compliance
with Section 7.13,Section 7.14 and Section 7.15, (i) the Operating Cash Flow of any
Persons acquired during such period shall be calculated as though such Person had been
acquired on the first day of such period, and (ii) the Operating Cash Flow shall be
calculated with the addition or subtraction of the following adjustments and such other
adjustments as arc reasonably acceptable to the Required Lenders: :

Fiscal Year 2007 Periods 11-13 - ($417,000)
Fiscal Year 2008 ‘Periods 1-4 - $58,000
Fiscal Year 2008 Periods 5-7 $171,000

Fiscal Year 2008 ~ Periods 8-10 ($125,000)

"QOperating Commitment". shall mean, with respect to the’ Operating Lender, the
commitment of such Lender to make Operating Loans hf:reunder as set forth on Schedule

2.01.

"Opera’mlg Exposure" shall mean, at any hme the aggregate’ principal amount of the
Operating Loans outstanding at such time.

"Operating Lender" shall mean CIBC in its capacity as the holder of the Opcratmg
Commitment and the maker of Operating Loans hereunder, or any successor thereto or
assign thereof which shall not be a non-resident of Canada or shall be deemed to be a
resident of Canada for purposes of Subsection 212(13.3) of the ITA in respect of any
amount paid or credited hereunder in respect of such Operating Commitinent and Loans.

"Operating Loans" shall mean the loans made by the Operatmg Lender pursuant to

Section 2.01(c).

* "Qrganizational Documents" means, with respect to any Person, such Person's
‘memorandum, notice of articles, articles, certificate of incorporation or formation, -
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bylaws, partnership agreement, operating agreement, joint venture agreement or other
similar governing documents and any document sefting forth the designation, amount
and/or. relative rights, limitations and preferences of any class of such Person's capital
stock, partnership interests, membership interests or other equivalent interests. ‘

"Other Taxes" is defined in Section 2.18(b).

“Qriginal Obligations” has the meaning given to that term in Section 4.17.
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“Paralle] Debt Security” has the meaning given to that term in Section 4.17.

“Paralle] Oblications” has the meaning given to that term in Section 4.17.

"Pension Plan Event" shall mean (a) any "reportable event”, as defined in Section 4043 of
ERISA or the regilations issued thereunder with respect to a Plan (other than an event for
which the 30 day notice period is waived); (b) the existence with respect to any Plan of
an "accummlated funding deficiency" (as defined in Section 412 of the Code or

" Section 302 of ERISA), whether or not waived; (c) the filing pursuant fo Section 412(d)

of the Code or Section 303(d) of ERISA of an application for a waiver of the minimum
funding standard -with respect to any Plan; (d) the incurrence by any Loan Party or any
ERISA Affiliate of any liability under Title IV of ERISA with respect to the termination
of any Plan; (e) the receipt by any Loan Party or any ERISA Affiliate from the PBGC or -
a plan administrator of any notice relating to an intention to terminate any Plan or Plans
or to appoint a trustee to adriinister any Plan; (f) the incurrence by any Loan Party or any
of its ERISA Affiliates of any Hability with respect to the withdrawal or partial
withdrawal from any Plan or Multiemployer Plan; (g) the receipt by any Loan Party or
any ERISA Affiliate of any notice, or the receipt by any Multiemployer Plan from any
Loan Party or any ERISA Affiliate 'of any notice, concerning the imposition of a
withdrawal liability or a determination that a Multiemployer Plan is, or is expected to be,
insolvent or in reorganization, within the meaning of Title IV of ERISA; (h)a
Governmental Authority gives notice of its intention to terminate, in whole or in part, a
Canadian Pension Plan, or to appoint an administrator of a Canadian Pension Plan, or
Borrower, any Subsidiary or any other Loan Party declares or gives nofice of intention to
declare a wind up of a Canadian Pension Plan, in whole or in part, or-any of the Canadian

“Pension Plans individually or in the aggregate have an unfunded actuarial Hability or

solvency deficiency (within the meaning of applicable laws) that exceeds $500,000; or (i)
the Pensions Regulator issues a Financial Support Direction or a Contribution Notice to
any .oan Paity. |

"Pensions Reculator” means the body corporate called the Pensions Regulator established
under Part I of the UK Pensions Act 2004, )

“Period” means any one of the periods in Borrower’s Fiscal Year, such periods from the
Closing Date to the Maturity Date being set out specifically in Schedile 1.01; and any
Period referred to in this Agreement followed by a numerical indicator shall mean the
Period identified by that number fora pamculzu: Fiscal Year in Schedule 1.01.

"Permitted Acauisition” shall have the meaning set out in Secnon 7.05.

"Permitted Acquisition Bxpenses” means (a) cash consideration paid by Borrower or any
of its or Holdco's wholly-owned Subsidiaries to acquire assets, capital stock or a Business
Unit in connection: with a Permitted Acqguisition made in accordance with Section 7.05,
(b) bona fide direct costs and expenses incurred as a result of a Permitted Acquisition
(including costs and expenses related to the shutdown of facilities and employee

“severance) to the extent such costs and expenses (i) are capitalized as part of the cost of
~the Permitted Acquisition in the consolidated financial statements of Borrower and
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(ii) are paid by a Loan Party no more than 365 days from the date of such Permitted
Acquisition, and (c) bopa fide direct costs and eXpenses paid in connection with such
Permitted Acquisition, including reasonable commissions and fees and expenses of
professmnal adv1sors and any title and recordation expenses.
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"Permitted Discretion” shall mean the Administrative Agent's reasonable "judgment
exercised in good faith based upon its conmsideration of any factor which the
Administrative Agent believes in good faith: (a) will or could adversely affect the value' -
of any Collateral, the enforceabﬂlty or priority of the Administrative Agent's Liens
thereon or the amount which the Adiministrative Agent, the Lenders or the Operating
Lender would be likely to receive {after giving consideration to delays in payment and
costs of enforcement) in the Hquidation of such Collateral; (b) suggests that’any collateral
report or financial information delivered to the Administrative Agent by Borrower is
incomplete, inaccurate or misleading in any material respect; or (¢) materially increases
the likelihood of a bankruptcy, reorganization or other insolvency proceeding involving a
Loan Party. Tn exercising such judgment, the Administrative Agent may consider such
factors alteady included in or tested by the definition of Eligible Accounts, as well as any
of the following: (1) the changes in collection History and dilution with respect to the

Accounts; (if) changes in any concéntration of risk with respect to any such Accounts;

and (iii) any other factors that adversely affect the credit risk of lending to Borrower on
the security of Borrowers’ Accounts. '

"Permitted Investments”. shall mean any of the followng:-

{a) any evidepce of Indebtedness, maturing not more than one year after the -

_ 'acqmsmon thereof, issued by Canada or the United States of America, or any
instrumentality or agency thereof and guaranteed fully as to principal, interest
and premium, if any, by Canada or the Umted States of America;-

(b) any certificate of deposit, maturing not more than one year after the date of
purchase, issned by a commercial banking institution that has long-term debt
rated "A" or higher by Moody's Investors Service, Inc. ("Moody's") or Standard
& Poor's Ratings Services ("S&P") and which has a combined capital and
surplus and undivided profits of not Iess than 1J.5.$500,000,000;

-~ (c) commercial paper (1) maturing not more than 365 days after the date of purchase
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and (i) issued by a corporatien (other than a Loan Party or any Affiliate of a
Loan Party) with a rating, at the time as of which any determination thereof is to
be made, of "P-1" or higher by Moody's or "A-1" or higher by S&P (or
equivalent rating in the case of a Permitted Investment made by a foreign
Subsidiary); :

(d) demand deposits with any bank or trust company;

(e) loans by a Loan Party to any other Loan Party; provided that if such loan is
evidenced by a demand note or other instrument which is secured or by chattel
paper, such note, instrument or- chattel paper shall be delivered to the '
Administrative Agent; .

(f) loans to elderly part-time empioyees. (Altersteilzeitgesetz), to the extent required
under Ge‘rman law;

{=) repurchase agreements with a term of not 'more than 30 days with respect to
Indebtedness. issned by Canada or the United Statés of America, or any
instrumentality or agency thereof and guaranteed fully as to principal, interest
and premium, if any, by ‘Canada or the United States of America;
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(b)

©

[0

)
o)

o
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{n)

(0)

®

(@)

(a)

(b)

-Any‘ mutnal or money market funds composed exclusively of the foregoing
. (other than (e); '

Investments in securities of Account Debtors received pursuant to any plan of
reorganization or similar arrangement upon the bankruptcy or insolvency of such
Account Debtors;

" Investments listed on Schedule 7.05 and agreed to by the Administrative Agent

in its Permitted Discretion; :
earnest money required in connection with permitted Investments;

any Loan Party may make a loan or an Investment that could otherwise be made
as a Restricted Payment;

apy Loan Party may capitalize or forgive any Debt owed to it by'any other Loan
Party (other than non wholly-owned Subsidiaries); ‘ .

: (A) travel and moving advances given to employees and directors in the ordinary

course of business and (B) other emergency or special circumstance advances
given to employees not to exceed in the case of (A) and (B) taken together
$250,000 in the ageregate outstanding at any time; '

- Investments received as the non-cash portion of consideration received in

connection with dispositions permnitted under this Agreement;
Equity Investments in Subsidiaries; and

other Investrents- not listed above in an aggregate amount not fo exceed
$100,000 at any one time in the aggregate. '

"Permitted Liens" shall mean, with respect to apy Person, amy of the following:

Liens for taxes, assessments or other governmenta) charges or levies not yet due
and payable or which are being contested in good faith by appropriate
proceedings diligently pursued, provided that (i) any proceedings commenced

“for the enforcement of such Liens shall have been duly suspended and (i) full

provision for the payment of all such taxes known to such Person has been made
on the books of such Person if and to the extent required by GAAP;

Builders’, mechanics!, materialmen's, carriers, warehonsemen's, landlord's and

- similar Liens arising by operation of law and in the ordinary course of business

and securing obligations of such Person that are either (1) less than $200,000 in
the aggregate or (i) not overdue for a period of more than 60 days or are being
contested in good faith by appropriate proceedings diligently pursued, provided
that in the case of any such comtest (A) any proceedings commenced for the
enforcement of such Liens shall have been suspended and (B) full provision for
the payment of such Liens has been made on the books of such Person if and to

- the extent required by GAAP;
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Liens arising in commection with worker's compensanon unemployment,
insurance, old age pensions and social security bepefits that are not overdue or
are being contested in good faith by appropriate proceedings diligently pursued,

provided that in the case of any such contest (i) any proceedings commenced for

the enforcement of such Liens shall have been duly suspended and (if) full
provision for the payment of sach Liens has been made on the books of such
Person if and to the extent required by GAAP,

Tiens required under or created by German law in favour of e]derly part-time
employees (Altersteilzeitgeseiz),

(i) Liens incurred or deposits made in the ordinary course of business to securc
the performance of bids, tepders, statutory obligations, fee and expense

arrangements with trastees and fiscal agents (exclusive of obligations incurred in - -

connection with the borrowing of money or the payment of the deferred purchase
price of property) and (ii) Liens securing surety, indemnnity, performemce appeal
and release bonds, in the case of either clause (i} or (ii), securing sach -
obligations and (A) also fully secured by a Letter of Credit issned by the
Operating Lender, or (B) otherwise in an amount outstanding at any time not to
exceed individually of in the aggregate $20,000,000, provided that full provision
for the payment of all such obligations has been made on the books of such
Person if and 1o the extent required by GAAP, and that any Lien in favour of the
Administrative Agent under this Agreement and the credit agreement in respect
of the Subordinated Loan has priority over any consensual Lien in favor of such

 surety or similar Person,;

unperfectmns of t1ﬂe covenants, restzictions rghts of way, easements,
servitudes, mineral interest reservations, municipal and zoning ordinances,

~ general ‘real estate taxes apnd assessments not yel delinguent - and other

encumbrances on real property that (i) do not arise out of the incurrence of any
Tndebtedness for money borrowed and (ii) do not interfere with or impair In any

 material respect the utility, operation, value or marketability of the real property
on which such Lien is imposed; ’

the rights of collecting banks or other financial institutions haviné a right of
setoff, revocation, refund, pledge, chargeback or similar rights under customary

general terms and conditions with respect to money or instruments on deposit .

with or in the possessmn of such J.]JlB.DCISJ institation;

leases or subleases granted 1o others not ipterfering in any material respect with
the business of Borrower or any Subsidiary and any interest or fitle of a lessor
under any lease (whether a Capital Lease or an operaUEU lease) permitted by this
Agreement or the Security Documents,

Tiens on accounts receivable for- which attempts at collection have been
undertaken by a third party authorized by the Person owning such accounts
receivable;

Liens arising from UCC or PPSA financing statements (or analogous personal
property security filings or registrations in other jurisdictions) regarding
operating leases;



{k) Liens in favout of the Administrative Agent on behalf of the Lenders;

O8N Liens under the Subordinated Loan credit agreement, in favour of the
administrative agent thereunder on behalf of the lenders thereunder;

(m)  all reservations in the original grant from the Crown of any lands or interests -
‘ therein and stamtory exceptions, qualifications and reservations in respect of
title;
‘(n‘) attachments, appeal bonds, judgments and other similar Liens with respect to

judgements not otherwise constituting an Event of Default under Section &(7);

(o) Liens exclusively on the proceeds of insurance and premium refunds in.
connection with the financing of insurance prermiums; :

{p) Liens encumbering customary initial deposits and margin deposits, and similar
Liens in favonr of the broker thereof attaching to commodity trading accounts
and other brokerage accounts incurred in the ordinary course of business to the
extent that the underlying Investment is permitted bereunder, '

(q@) Liens on goods in the possession of customs authorities in favour of such
" customs authorities which secure payment of customs dufies in connection with -
importation of goods;

{r) Liens deemed to exist in connection with permitted repurchase obhgatmns or
set-off rights;

ts) Lians in favoﬁr of 'colle'cting banks arising under Section 4-210 of the UCec;
(tj Liens e}’;istincr on the Closing Date (and for ﬁp to 30 days thereafter) against the

property of Cover-All Deutschland GmbH and securmg the Genna.n Secured
Indebtedness; and

() Liens existing ‘on the Closing Date against the Accounts of Cover-All
" Deutschland GmbH and securing up to €37,500 of the German Non-Prepayable
Indebtedness. '

~ Any reference in any of the Loan Documents to a Permitted Lien is not intended to and

shall not be mterpreted as subordinating or postponing, or as any agreement to

subordinate or postpone, any Lien created by any of the Loan Documents to any
Permitted Lien.

"Person” shall mean any natural person, corporation, legal person, business trust, joint
. venture, association, company, limited Hability company, parinershlp or government, or
any agency or political subdnusmn thereof. :

"Plan” shaﬂ mean any “employee pension benefit plan” (as such term is defined. in
Section 3(2) of BERISA), other than a Multiemployer Plan, that is subject to Title IV of
ERISA and is sponsored or mdintained by the Borrower or any ERISA Affiliate or to
which the Borrower or any ERTSA Affiliate contributes or has an obligation to contribute,
or in.the case of a multiple employer or other plan described in Section 4064(a) of
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ERISA, has made contributions at any time during the immediately preceding five pian '
years.

"PPSA" shall héve the meaning given such term in the Borrower Security Agreement.

"Prime Rate" shall mean, for each day in any period, a fluctmating interest rate per annum
“as shall be in effect from time to time, which rate per annum shall at all times for such

day be equal to the higher of (a) the annual rate of interest anmounced publicly by the
Administrative Agent and in effect as its primne rate at its principal office in Toronto,

Ontario on such day for determining interest rates on Dollar-denominated commercial
loans made in Canada and (b) 1.00% per annum above the CDOR Rate in effect on such
date. Each change 1o the Prime Rate shall be effectlve on the date such cha_nge ig
publicly a_nnounced as being effective. '

"Purchase Agreement" shall mean that certain Share Purchase Agreement dated as of the
Closing Date by and among Holdco, the Borrower, the Vendors (as defined therein) and
the various other parties thereto, in respect of, inter alia, the purchase and sale of the
Purchased Shares (as defined thereis).

"Purchase Transactions” is defined in Section 4.02..

"Real Progeme shall mean each parcel of re:al property identified on Section 4 19,
together with all fixtores therson.

"Register" is defined in Section 10.04(d).

"Regulation T" shail mean Regulation T of the Board as from time to time in effect and

_all official mlings and mterpretat:lons thereunder or thereof.

"Regulation U" shall mean Regulation U of the Board as from time to time in effect and
all official mlings and interpretations thereunder or thereof. :

"Regulation X" shall mean Regulation X of the Board as from time to time in effect and
all official rulings and interpretations thereunder or thereof.

"Required Lenders" chall mean, as of the date of determination thereof, the Lenders

“having at least 66 2/3% of the sum of the aggregate principal amount of Loans, LC
~ Exposures and unused Revolving Commitments; provided that if there are only two

Lenders, then "Required Lenders" shall mean both Lenders.

"Responsible Officer” of any Person shall mean the chief executive dfﬁc:er, president, any

- Financial Officer or any vice president of such Person and any other officer or similar

official thereof responsible for the administration of the obligations of such Person in
respect of this Agreement. .

"Reserves" shall ‘mean such amounts, if any, determined in each case by the
Administrative Agent, in its good faith reasonable business judgment, as a result of a.

- change in circumstances, as a reserve against Account values for potential or-anticipated

obligations of Borrower, including (a) tax lidbilities and other obligations owing to
government entities, (b) litigation Habilities, {(c) environmental liabilities, and (d) the

- anticipated costs and expenses relating to the liquidation of Accounts, determined by the
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Administrative Agent, in its good faith business judgment, to have a reasonable
likelihood of becoming actual obligations of Bomrower, except to the extent of any
reserves for such obligations reflected in Borrower's applicable financial statements. The
Borrower shall provide the Administrative Agent with regular updates in respect of the
matters set out in (a) to (d) above in detail sufficient for the Administrative Agent, acting
reasonably, to assess the requirement for such reserves. The Administrative Agent shall
provide Borrower with notice of such reserve ten (10) Business Days prior to instituting
the reserve, during which time Borrower may provide the Administrative Agent with
information rebutting the change in circumstances giving rise to the reserve. No Reserve

‘shall be duphcaﬂve of eligibility requirernents.

"Restricted Pavment" shall mean (a) any dividend or other dJstnbutlon direct or indirect,
on account of any Bquity Interests of any Loan Party, now or hereafter outstanding,
(b) any redemption, retirement, sinking fund or similar payment, purchase, exchange oz
other acquisition for value, direct or indirect, of any Equity Interests of any Loan Party,
now or hereafter outstanding, (c) any payment made to redeem, purchase, repurchase or -
relire, or to obtain the swrender of, any outstanding warrants, options or other rights to
acquire-Equity Interests of any Loan Party; (d) any payment of a claim for the rescission
of the purchase or sale of, or for material damages arising from the purchase or sale of,
any Equity Interests of any Loan Party or of a claim for relmbursement, indemnification
or contribution arising out of or related to any such claim for damages or rescission;
(e) any payment, loan, contribution, or other transfer of funds or other property to any
holder of Equity Interests of any Loan Party other than payment of compensation {which
compensation shall exclude amy shareholder or equxty distributions) in the ordinary
course of business to holders who are employees or directors of such Loan Party; (f) any
redemption, repurchase or prepayment or other retirement, prior to the stated maturity
thereof or prior to the due date of any regularly scheduled instalment or amortization
payment with respect thereto, of any Indebtedness of a Person (other than the Obligations
and trade debt); and (g) any payment'of management fees (or other fees of a similar
nature) or out-of-pocket expenses in connection therewith by any Loan Party. to any
holder of Equity Interests of any Loan Party or its Affiliates.

"Revolving Borrowing" shall mean a Borrowing comprised of Revolving Loans.

"Revolving Commitment" - shall mean, with respect to each Revolving Lender, the
commitment of such Lender to make Revolving Loans hereunder as set forth on Section
2.01 or in the Assignment and Acceptance pursnant to which snch Lender assumed its
Revolving Commitment, as applicable, as the same may be (a) reduced from time to time
pursuant to Section- 2.08 and (b) reduced or increased from time to time pursuant to
assignments by or to such Lender pursuant to Section 10.04.

"Revolving Credit Availability Perjod" shall mean the period commenci'ng on the Closing

" Date and ending on the Maturity Date.

"Revolving Credit Utilization" shall mean, at any time of determination, the aggregate
prineipal amount of Revolving Loans outstanding at such time.

"Revolving Lénders” shall mean the Lenders having Revolving Commitments or holding
Revolving Loans and which shall not be non-residents of Canada or shall be deemed to
be residents in Canada for purposes of Subsection 212(13.3) of the ITA i respect of any
amount paid or credited herennder in respect of such Commitments and Loans.

-5
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“Revolving Loans" shall mean the revolving loans made by the Revolving Lenders t0
Borrower pursuant to Section 2.01(b). For the avoidance of doubt, Operating Loans shall
not constitute Revolvmcr Loans for purposes of thls Agreement

“Sale Proceeds Reinvestinent” shail mean the remvestment by a Loan Party of the net
proceeds of Asset Sales in assets used or useful in the business of such Loan Party within
180 days of such Assef sale.

"Sale/Leasehack Transaction" shall mean an arrangement, direct or indirect, whereby any
Loan Party shall sell or transfer any property, real or personal, used or useful in its
business, whether now owned or hereafter acquired, and thereafter reat or lease such
property or other propesty that it intends to use for substantially the same purpose or
purposes as the propesty sold or transferred )

"Schedule I Bank" shall mear a bank that 15 a {Canadian chariered bank hsted on
Schedule I under the Bank Act (Canada).

- "Security Agreements” shall mean the Borrower Security Agreement and the Guaramor

Security Agreements.

“Securitv Documents” shall mean the Mortgages, Security Agreements, the Deposit
Account Pledge Agreements, the Bank Act Security, the Notes, the NorthStar Negative

~Pledge, financing statements.and all other similar ao-reements assignments, instruments

and documents delivered to the Administrative Agent from time to time to create,
evidenée or perfect Liens securing the Obligations, and all remewals, replacements,
consohdatlons substitutions and exterisions of any of the foregoing.

“"Senior Leverage Ratio” shall mean, on any date of determination, the ratio of (a) Senior

Secured Indebtedness on such date net of (i) all Cash and Cash Equivalents on hand and
(i) the cash collateralized portion of the German Secured Indebtedness, to (b) Operating
Cash Flow of the Loan Parties for the period of four consecutive Fiscal Quarters ending
on or most recently prior to such date. ' :

“Senior Secured Indebtedness” shall mean all Indebtedness of the Loan Parties, secured
by Liens against real property, personal property or other assets of the Loan Parties,
where such Liens have priority over or rank equally with the Liens created by the
Security Documents, and shall include the Obligations and the principal component of
Capital Leases and secured Guarantees entered into by the T.oan Parties. '

"Standard Time" shall mean eastern sﬁgndard time or eastern daylight savings- time, as
applicable on the relevant date, '

“Subordinated Debt” means Indebtedness of the Borrower that has been subordinated and
postponed to the Obligations on terms and conditions, and pursuant to docurentation,
reasonably acceptable to the Lenders.

“Subordinated Loan” means the loan to-the Borrower in the original principal amount of
$15,000,000 made pursuant to a credit agreement of even date herewith among the
Borrower, the lenders party thereto and Canadian Impesial Bank of Commerce ag
adrninistrative agent and lead arranges. '




"subsidiary” shall mean, with respect to any Person (herein referred 1o as the "parent”},
any corporation, partnership, association or other business enfity of which securities or
other ownership interests representing more than 50% of the equity or more than 50% of
the ordinary voting power or more than 50% of the general partnership of membership
interests are, af the time any determination is being made, owned, controlled or held by,
or otherwise Controlled by, the parent or one or more subsidiaries of the parent or by the
parent and one or more subsidiaries of the parent.

"Subsidiarv” shall mean, unless the context indicates otherw1se any direct or indirect
subsidiary of Holdco or Borrower.

"Swap Agreement” means any interest rate, currency or commodity swap agTeement, cap
agreement or collar agreement, and any other agreement or arrangement designed to
protect a Loan Party against fluctuations in interest rates, currency exchange rates or
commodity prices. '

“Swap Lender” mean each Lender or Affiliate of such Lender that is the counterparty to
any Swap Agreement with a Loan Party, the obligations under which shall constitute

Obligations.

"Taxes" is defined in Section 2.18(a).

"Term Borrowing" shall mean 2 Borrowing comprised of Term [.oans.

"Term Commitment” shall mean, with respect to each Lender, the commitment of such
Lender to make Term Loans hereunder as set forth on- Schednle 2.01 or In the
Assignment and Acceptance pursuant to which such Lender assumed its Term
Commitment, as applicable, as the same may be (2) reduced from time to time pursuant
to Section 2.08 and (b) reduced -or increased from fime to time pursnant to assignments
by or to such Lender pursuant to Section 10.04.

“Term Lenders” shaJl mean the Lenders having Term Com:nntments or holding Term

"Loans and which shall not be non-residents of Canada or which shall be deemed to be

residents in Canada for purposes of Subsection 212(13.3) of the ITA in respect of any
amount paid or credited hercunder in respect of such Commitments and Loans.

"Term Loans" shall mean the term loans made by the Lenders to Borrower pursuant to
Section 2.01{a)i).

"Term Repayment Amount” is defined in Section 2.10(a).

"Term Repavment Date” is defined in Section 2.10{a}.

. "Total Leverage Ratio" shall mean, on any date of determination, the ratio obtained by
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dividing (a) Indebtedness of Borrower and the Subsidiaries on such date less (1) all cash
and cash equwalents on hand and’ (ii) the cash collateralized portion of the German
Secured Indebtedness, by (b) Operating Cash Flow for the period of four consecutive
Fiscal Quarters ending on or most recently prior to such date.

“"Transactions” is deﬁned in Section 4.02.



"Transferee is defmed in Section 2.18(a).

"Tvpe", when used in respect of any Loan or Borrowing, shall refer to the Rate by
referenee to which interest on such Loan or on the Loans comprising such Borrowing is
determined.  For purposés hereof, the term "Rate” shall inclade the Prime Rate and the
Discount Rate apphcable to B/A and B/A Equivalent Loans.

“10.S. Newco” means Cover-All U.S. Holding Corp.

“Vendors” means the vendors under the Purchase Agreement. -

"wholly owned", when used in reference to any subsidiary of a Person, shall mean any o

subsidiary of such Person of which securities (except for directors' qualifying shares) or
other ownership interests representing 100% of the equity or 100% of the ordinary voting
power or 100% of the general partnership or membership interests are, at the time any
determination i§ being made, owned, controlled or held by such Person or one or more
wholly owned subsidiariés of such Person or by such Person and one or more wholly
owned subsidiaries of such Person. :

"Working Capital" shall mean, as of any date of defermination, the excess (if any) of (a)
Current Assets over (b) Current Liabilities. ’

"Working Capiial Adjustment” shall mean, for any period, the amount (which may be a
negative number), without duplication, of {a) Working Capital as of the end of such
period, minus (b) Working Capital as of the beginning of such period, excluding from
such calenlation the Net Current Assets acquired in'a Permitted Acquisition durmcr such
period, determined at the time of such acquisition.

SECTION 1.02. Terms Generally. The definitions in Section 1.01 shail apply equally to both the
singular and plural forms of the terms defined. Whenever the context may require, any pronoun shall
include the corresponding masculine, feminine and neuter forms. The words "include”, "ncludes” and
“including” shall be deemed to be followed by the phrase "without limitation”. The word "will" shall be
construed to have the same meaning and effect as the word "shafl". Unless the context shall otherwise
" require, all references herein to Articles, Sections, Exhibits and Schedules shall be decmed to be
references to Articles and Sections of, and Bxhibits and Schedules to, this Agreement, and the words
"herein", "hereof” and “hereunder”, and words of similar meort shall be construed to refer to this
Agreement in its entirety and not to any particular provision hereof.- Each reference to any Loan
" Document. or any other document or agreement shall be deemed to be a reference to such Loan
Document, document or agreement as amended, restated, waived, supplemented or otherwise modified
from time to time in accordance with the prov151ens hereof and thereof

SECTION 1.03. Classxﬁcatlo_u of Loans and Borrowings. For the purposes of this Agreement, Loans
may be classified and referred to by Class (e.g., a "Revolving Loan") or by Type (e.g., a "B/A Loan™) or
by Class and Type (e.g., a "B/A Revolving Loan"). Borrowings may also be classified and referred to by
Class (e.g., a "Revolvmv Borrowing") or by Type (e.g., a "B/A Borrowing") or by Class and Type (e.g., &
- "BfA Revolving Borrowing™). ' ‘ ‘

SECTION 1.04. Accounting Terms; GAAP. Except as otherwise expressly provided herein, all térms of
an accounting or financial nature shall be construed in accordance with GAAP, as in effect from time to
time; provzded that, if Borrower notifies the Administrative Agent that it requests an amendinent to any
provision hereof to eliminate the effect of any change occurring after the date hereof in GAAP or 111 the
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application thereof on the operation of such provision (or if Administrative Agent notifies Borrower that
the Required Lenders request an amendment to any provision hereof for such purpose), regardless of
whether 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 GAAP 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. Notwithstanding the foregoing, for purposes of this Agreement, to the
extent that insurance is prepaid by issuance of a promissory note or other debt instrument (an “insurance
note™) by the insured party, the obligations under the insurance note shall not be considered to be a
liability of the insured party, and the insurance premiums so prepaid shall not be considered to be an asset
of the insured party ‘

ARTICLEH
The Credits
SECTION 2.01. Commitments.
(a} - Subject to the terms and conditions énd relying on the representaﬁons and warranties set fért]ﬁ

~ herein, each Term Lender agrees, severally and not jointly, to make to Borrower on the Closing
Date a Term Loan by means of Prime Rate Loan, B/A Loan or B/A Equivalent Loans in an
aggregate principal amount equal to its Term Commitment. " Each Term Loan shall be

- denominated in Dollars. ‘ - '

(b) Sub}ect to the terms a:ud condmons and relying on the representations and warranties set forth

' herein, each Revolving Lender agrees, severally and not jointly, to make from time to time during

the Revolving Credit Availability Period, Revolving Loans to Borrower by means of Prime Rate

Loans, B/A Loans or B/A Equivalent Loans, in an aggregaté principal amount that will not result

in the Revolving Credit Utilization plus the Operating Credit Utilization exceeding the Borrowing

Base. Notwithstanding the foregoing sentence, the principal amount of the Revolving Loans on

the Closing Date shall not exceed $1,000,000 without the written consent of the Lenders. Within

the limits set forth in the preceding sentence, Borrower may borrow, pay or prepay and reborrow.
Revolving Loans. Each Revolving Loan shall be denominated in Dellars.

(¢} . Subject to the terms and conditions and relying on the representations and warranties set forth
herein, the Operating Lender agrees from time to time during the Revolving Credit Availability’
Period to make Operating Loans to Borrower by issuing letters of credit or by means of overdraft
in any Deposit Account of Borrower with the Operating Lender, in an aggregate principal amount
at any time outstanding not to exceed the Operating Commitment. Notwithstanding the foregoing -
sentence, the principal amount of the Operating Loans on the Closing Pate shall not exceed
$650,000 without the written consent of the Lenders. Operating Loans shall not be subject to any
notice or minimum amount requirements. For the avoidance of doubt, such Deposit Accounts
may include accounts of the,K Loan Parties in respect of which consolidation or netting
arrangements -have been made with the Operating Lender, including any notional account
reflecting any such consolidation or netfing of accounts. ‘The Operating Lender shall make each
Operating Loan available to Borrower by means of a credit to the applicable Deposit Accounts
with the Operating Lender in which an Operating has occurred as described above.. Within the
limits set forth in the first sentence of this Subsectlon (c), Borrower may borrow, pay, prepay and

- re-borrow Operating Loans. :

SECTION 2.02. Loans.
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(a})

(b)

{©)

Each Loan (other than an Operating Loan) shall be made as part of a Borrowing consisting of
Loans made by the Lenders rateably in accordance with their respective applicable Comrnitments,
provided, however, that the failure of any Lender to make any Loan shall not in itself relieve any
other Lender of its obligation to lend hereunder (it being understood, however, that no Lender
shall be responsible for the failure of any other Lender to make any Loan required to be made by
such other Lender). Except for Operating Loan, Loans deemed made pursuant to Section 3.04
and subject to Section 2.20(e) in the case of B/A Loans, Loans comprising any Borrowing shall
be in an aggregate principal amount that is not Jess than $1,000,000 and an integral multiple of

$100 000.

Each Revolvmg Borrowmg shall be comprised entlrely of B/A Loans or Prime Rate Loans, in
each case as Borrower may request pursuant to Section 2.03 or as otherwise may be provided in
this Agreement; provided, however, that the Loans to be made on the Closing Date shall be made
as Prime Rate Loans. Each Lender may at its option fulfill its Commitment by causing any
domestic or foreign branch or Affiliate of such Lender to make such Loan; provided, however,
that any exercise of any such option shall not (A) affect the obligation of Borrower to repay such
Loan in accordance with the terms of this Agreement or (B) require any reimbursement or other
payment to be made to such Lender or its Affiliates pursuant to Section 2.18 in an amount in
excess of the amounts that would have been payable thereunder to such Lender had such Lender

“not exercised such option. Borrowings of more than one Type may be outstanding at the same

tizne; provided, however, that Borrower shall not be entitled to request any Borrowing that, if
made, would result in an aggregate of more than five B/A Bomowings of any Lender being
outstanding hereunder at any one fime. For purposes of the foregoing, Loans having different
Contract Periods regardless of whether they commence op the same date, shall be considered
separate Loans.

- Except with respect to Operating Loans (which shall be made as provided in Section 2.01(c)),

cach Lender shall make a Loan in the amount of its pro rata portion, as determined under Section
2.15, of each Borrowing hereunder on the proposed date thereof by wire transfer of immediately
available funds not later than 2:00 p.mn., Standard Time, to the account of the Administrative
Agent most recently designated by such agent for such purpose, and the Administrative Agent

_shall promptly credit the amounts so received to the general Deposit Account of Borrower or, if a

Borrowing shall not occur on such date because any condition precedent specified herein shall not

- have been met, refurn the amounts so received to the respective Lenders. Unless the

AdlanJiS’[Iati\fﬁ'AUBI}t shall have received notice from a Lender prior to the date of any Borrowing

(or, in the case of a Prime Rate Borrowing, prior to 2:00 p.m., Standard Time, on the date of such

Borrowing) that such Lender will not make available to the Administrative Agent such Lender's
portion of such Borrowing, the Administrative Agent may assume that such Lender bas made
such portion available to the Administrative Agent on the date of such Borrowing in accordance
with this paragraph (c), and the Administrative Agent may, in reliance upon such assumption,
make available to Borrower on such date a corresponding amount, If and to the extent that such
Lender shall not have made such portion available to the Administrative Agent, such Lender and
Borrower severally agree to repay to the Administrative Agent forthwith on demand such
corresponding amount, together with interest thereon for each day from the date such amount is
made available to Borrower uniil the date such amount is repaid to the Administrative Agent at
(i) in the case of Borrower, the interest rate applicable at the time to the Loans comprising such
Borrowing and (ii) in the case of such Lender, the rate determined by the Administrative Agent to
represent its cost of obtaining overnight Doflars. I such Lender shall repay to the Administrative
Agent such corresponding amount, such amount shall be deemed to constitute such Lender's Loan
as part of such Borrowing for purposes of this Agreement.
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{d) Notwithstanding any other provision of this Aoreemenf Borrower shall not be entitled to request
any Interest Period (or Contract Period in the case of a B/A Borrowing) with respect to any
Borrowmcf that would end after the Maturity Date.

SECTION 2.03. Notice of Borrowings. To request a Borrowing (other than an 0peratiﬁcr Loan or a
Borrowing deemsd made pursnant to Section 3.04, as to which this Section 2.03 shall not apply),
Borrower shall give the Administrative Agent written or fax notice substantially in the form of Exhibit C
hereto (each, a "Notice of Borrowing™) (or telephone notice promptly confirmed in writing or by fax), not
tater than 1:00 p.m. Standard Time, one Business Day before a proposed Borrowing. Soch nofice shall be
irrevocable and shall in each case refer to thzs Agreement and specify the following information:

(1)  the Type (e.z.. B/A or Prime Rate) of such Borrong;

(i)  whether the Borrowing is to be a Revolving Borrowing, or Term Borrowing;
(111) the aggregate arﬁount of such Borrowing;

(iv)  the date of such Borrowing (which Sh—‘ﬂl be a Busivess Day); |

(¥) in the case of a B/A Borrowmg, the Contract Period and maturity date with rcspect
thereto; and

(vi)  the number and location of the account to which funds are to be disbursed;

prowded however, that, notwithstanding any contrary sper;lﬁcauon in any soch DOUCB each requested
Borrowing shall comply with the requirements set forth in Section 2.02. If no election as to the Type of
Borrowing is specified in any such notice, then the requested Borrowing shall be a Prime Rate
Borrowing. I no Contract Period with respect to a B/A Borrowing is specified in any soch notice, then
Borrower  shall be deemed to have selected a Contract Period of one month's duration. The
Administrative Agent shall promptly advise the applicable Lenders of any notice given pursuant to
this Sectlon 2.03, and of each such Lender's portion of the requested Borrowmg

!

SECTION 2.04. Repavment of Toans: Bvidence of Debt.

(2) Borrower hereby unconditionally promises to pay (i) to the Administrative Agent, for the account
of each Revolving Lender, the then unpaid principal amount of each Revolving Loan of such
Lender on the Maturity Date, (ii} to the Administrative Agent, Tor the account of each Term
Lender, the then unpaid prmmpal amount of each Term Loan of such Lender in such amounts and
on such dates as provided in Section 2.10, and (iif) to the Operating Lender the then unpaid
principal amount of each Operatmg Loan on the Maturity Date. Except for any B/A Loan (the
compensation for which is set forth in Section 2.20), each Loan shall bear interest from and
including the date made on the outstaﬂdmg principal balance thereof as set forth in Section 2.06.

(b) Each Lender shall maintajn in accordance wrr,h its usnal practlce an account OI accOUNLs
evidencing the Indebtedness to such Lender resulting from each Loan made by such Lender from
time to time, including the amounts of principal and interest payable and paid to such Lender .
from time to tire under this Ao"reement '

©) The Adrmmstratlve Agent shall maintain accounts in which it will record (1) the amount of ea;;h
Loan (other than any Operating L.oan) made hereunder, the Type of each such Loan and the .
Contract Period, if any, applicable thereto, (ii) the amount of any principal or inierest due and
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' payable or to become due and payable from Borrower to each Lander hereunder (except with
respect to Operating Loans) and (iii) the amount of any sum recelved by the Administrative
Agent berennder from Borrower or any Guarantor, and each Lender's share thereof.

(d) The entries made in the accounts maintained by the Lenders and the Administrative Agent
pursuant to paragraphs (b) and (c) above shall, to the extent permitted by applicable laws, be
prima facie evidence of the existence and amounts of the obligations therein recorded; provided,
however, that the failure of any Lender or the Administrative Agent to maintain such accounts or
any error therein shali not in any manner affect the obho“atlon of Borrower to repay the Loans in
accordance with their terms.

(e) Any Lender may request that Loans. (other than Operating Loans) made by it hereunder be
evidenced by a promissory note. In response to any such request, Borrower shall prepare, execute
and deliver to such Lender a promissory note payable to such Lender and its registered assigns
substantially in the form acceptable to such Lender. Notwithstanding any other prov151on of this
Agreement, in the event that any Lender shall request and receive such a promissory note, the
Ioans evidenced by such promissory note and interest payable on such Loans shall at all times
(including after assignment pursuant to Section 10.04) be represented by one or more promissory
notes, if any, payable to the order of the payee named therein (or, 1f such promissory note is a
registered note, to such payee and ifs regxstered assigns).

SECTION Z.GS. Fees.

(a) Borrower agrees to pay to cach Revolving Lender, in respect of the Revolving Commitment of
" such Lender, through the Administrative Agent, on the first Business Day of each January, April,
July and October and on each date on which the Revolving Commitment of such Lender shall
expire or be terminated as provided berein, a commitment fee (a "Commitment Fee") equal to
0.50% per annum on -the average daily unused amount of the Revolving Commitment of such
Lender during the preceding quarter (or shorter period commencing with the Closing Date or
ending with the Maturity Date or the date on which snch Revolving Commitment of such Lender
shall be terminated). The Commitment Fee shall cornmence to accroe on and including the
Closing Date and, with respect to any Lender, shall cease to accrue on, but exclading, the date on
which the Revolving Commitment of such Lender shall expire.or be terminated as provided
herein,

(b) =~ Borrower agrees to pay to the Operating Lender, in respect of the Operating Commitment, on the
first Business Day of each [ anuary, April, July and October and on each date on which the
Operating Commitment shall expire or be terminated as provided herein, a Commitment Fee
equal to 0.50% per annum on the average daily unused amount of the Operating Commitment
during the preceding quarter (or shorter period commencing with the Closing Date or ending with
the Maturity Date or the date on which such Operating Commitment of such Lender shall be
terminated). Such Commitment Fee shall commence to accrue on and including the Closing Date
and shall cease to accrue on, but excluding, the date on which the Operating Commitment shall
expire or be terminated as provided herein.

(c) Borrower agrees to pay directly to the Operating Lender with respect to the issuance, amendment
or transfer of any Letter of Credit issued by the Operating Tender and each drawing made
thereunder, castomary documentary and processmCr charges in accordance with the Operafing
Lender’s standard schedule for such charges in effect at the time of such issuance, amendment,
transfer or drawing, as the case may be.
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(d) Borrower agrees to pay to the Administrative Agent, for its own account, the administration fees
at the times and in the amounts agreed upon by Borrower and the Administrative Agent.

(e) All Pees shall be paid on the dates due, in Dollars in immediately available funds, to the
Adrministrative Agent for distribution as appropriate among the Lenders, except that Fees payable
to any Operating Lender or to the Administrative Agent shall be paid directly to such Person.
Once paid, none of the Pees shall be refundable under any circumstances (other than corrections
of errors in payment). - The Commitment Fees shall be computed on.the basis of the actual
number of days elapsed over a year of 365 or 366 days, as the case may be.

SECTION 2.06. Interest on Loans.

r(a} Subject to the provisions of Section 2.07, the Loans comprising each ane Rate Borrowing shall
bear interest (payable monihly in arrears, and computed on the basis of the actual number of days
-elapsed over a year of 365 or 366 days, as the case may be) at a rate per annum equal to the Prime
Rate plus the Applicable Rate in effect at such time with respect to such Loans. Operating Loans
shall bear interest at thé rate applicable to Prime Rate Revolving Loans. , :

(b) ©  Subject to the provisions of Section 2.07, the Loans comprising each B/A Boirowing shall be
: subject to an Acceptance Fee, payable by Borrower on the date of acceptance (or date of rollover)
of the relevant B/A and calculated as set forth in the dBfmiT;lOB of the term "Acceptance Fee" i
Section 1.01.

{c) Interest on each Ioan {other than pursuant to-a B/A Borrowing) shall be payable on the Interest
Payment Dates applicable to such Loan and at snch other times as are specified in this
Agreement. The Applicable Rate for each Interest Period or Contract Pertod or day within an
Interest Period or Contract Period, as the case may be, shall be determined by the Admunstratwe
Agent, and such detenmnanon shall be presumptively correct absent manifest error.

Gy} For the purposes of the Interest Act (Canada) and disclosure thereunder, whenever any interest or
fee to be paid hereunder or in comnection herewith is to be calculated on the basis of any period of
time that is less than a calendar year, the yearly rate of interest to which the rate used in such

-calculation is equivalent is the rate so used multiplied by the actual number of days in the

" calendar year in which the same is to be ascertained and divided by 365 or 366, as applicable.
The rates of interest under this Agreement are nominal rates, and not effective rates or yields. -
The principle of deemed reinvestment of interest does not apply to any interest calculation under
this Agreement. -

SECTION 2.07. Defanit Intersst.  If there shall oceur and be gontinuing an Event of Defauit, and the
Borrower shall have received wriften notice that the Required Lenders have so elected, from and after the
date of receipt of such notice, the unpaid principal amount of the Loans and other Obligations shall bear
interest for each day from the date of such Event of Default until such-Event of Default shall have been
cured or waived at a rate per annumn (the "Default Rate™) equal to (i) in the case of any Loan, the rate that
would be applicable to such Loan, plus 2.0% per annum (and in the case of B/A Loans, the Loans shall
for purposes of this Section 2.07 automatically convert to Prime Rate Revolving T.oans at the end of the -
Contract Period for such B/A Loans), and (ii) in the case of any Obligation other than a Loan, the rate that
would be applicable if such Obligation were a Prime Rate Revolving Loan, plus 2.0% per annuim, in each
case payable on demand. The interest rate provided for in the preceding sentence shall, to the extent
permitted by applicable law, apply to and accrue on the amount of any judgment entered with respect to
.any Obligation and shall continue to accrue at such rate during any banjkruptcy proceeding,
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SECTION 2.08. Termination and Rednction of Commitments.

a)

(b)

(©)

(d)

~ The Term Loan Commitments shall terminate at 5:00 p.m., Standard Time, on the Closing Date.

The Revolving Commitments and the Operating Commztment shall terminate at 3 00 p.m.,
Standard Time, on the Maturity Date.

Upon at least five Business Days pnor irrevocable written or fax notice to the Administrative
Agent, Borrower may at any time in whole permanently terminate, or from time to time in part
permanently reduce, the Revolving Commitments; provided, however, that (i) each partial
reduction of such Revolving Commitments shall be in an integral multiple of $100,000 and in a
minimum principal amount of $1,000,000, and (i) Borrower shall not be permitted to terminate
or rednce the Revolving Commitments if, as the result of such termination or reduction, the
Revolving Credit Utilization would exceed the aggregate remaining Revolving Commitments.

Borrower shall pay to the Administrative Agent for the account of the applicable Lenders, on the
date of each termination or reduction, the Commitment Fees on the amount of the Commitments
so terminated or rednced accrued to, but excluding, the date of such termination or rednction.

Nothing in this Section 2.08 shall prejudjee any righis thiat either Borrower may have against any
Lender that fails to lend as required hereunder prior to the date of termination of any
Commitment.

SECTION 2.09. Conversion and Continuation of Borrowings. Borrower shall have the right at any time

wpon pror irrevocable notice substantially in the form of Exhibit E (each, a "Notice of Conversion or

Continnation™) to the Administrative Agent pot later than 1:00 p.m., Standard Time, one Business Day
prior to conversion or continuation, to convert any B/A Borrowing into a Prime Rate Borrowing, a Prime
Rate Borrowing into a B/A Borrowing or to continue any B/A Borrowing as a B/A Borrowing for an

VANOI: 2416633: v9

‘additional Contract Period, subject in each case to the following:

(i} - each conversion or continuation shall be made pro rata among the Lenders in accordance
“with the respective principal amounts of the Loans comprising the converted or continued
Borrowing; :

(i1} if less than all the outstanding principal amount of any Borrowing shall be converted or

- continued, the aggregate principal amount of such Borrowing converted or continued
shall be in an integral multiple of $100,000, and not less than $1,000,000;

(i1}  each conversion shall be effected by each Lender and the Administrative Agent by

recording the particulars thereof in their respective accofints maintained pursuant to
Section 2.04, and no new Loan shall be considered to have been made as a result thereof;

(iv)  any poriion of a Borrowing maturing or required o be repaid in less than one month may
- not be converted into or contiﬁued as a B/A Borrowing; '

(v) any portion of a B/A Borrowing that cannot be converted into or continued as a B/A
Borrowing by reason of clause (iv) above shall be antomatically converted at the end of .

the Contract Period in effect for such Borrowing into a Prime Rate Borrowing;

(vi) no B/A Borrowing may be cénverted or continued other than at the end of the Contract
Period applicable thereto; and
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(vil) upon nofice to Borrower from the Admimistrative Agent given at the request of the
"Required Lenders, after the occurrence and during the continuance of a Default or Event
of Default, no outstanding Loan may be converted into, or continued as, a B/A Loan.

Each notice pursuant to this Section 2.09 shall be irrevocable and shall refer to this Agreement and
specify (A) the identity, amount and Class of the Borrowing that Borrower requests be converted or
continued, (B) whether snch Borrowing 1s to be converted to or continued as a B/A Borrowing or a Prime -
Rate Borrowing, (C) if such notice requests a conversion, the date of such conversion (which shail be a
. Business Day) and (D) if such Borrowing is to be converted to or continued as a B/A Borrowing, the
Contract Period with respect thereto. K no Contract Period is specified in any such notice with respect to
any conversion to or continuation as a B/A Bomrowing, Borrower shall be deemed to have selected a
Contract Period of one month's duration. The Administrative Agent shall advise the applicable Lenders
of any notice given pursuant to this Section 2.09 and of each Lender's portion of any converted or
continned Bormowing. If Borrower shall not have given notice in accordance with this Section 2.09 to
continue any Borrowing into a subsequent Contract Period (and shall not otherwise have given notice in
accordance with this Section 2.09 to convert snch Borrowing), such Borrowing shall, at the end of the
Contract Period applicable thereto (unless repaid pursuant to the terms hereof), automatically be
continued into a new Interest Period as a Prime Rate Bormowing. -

_ SECTION 2.10. Repavment of Term Borrowin gs.

(a) Borrower shall pay to ‘the Administrative Acrent for the account of the Terrn Lenders, on the
dates set forth below, or if any such date is not a Business Day, on the immediately preceding
Business Day (each such date being a "Term Repayment Date"), a principal amount of Term
Loans (such amount, as adjusted from time to time pursuant to Section 2.11, 2.12(g), being ca]ied
the "Term Repavment Amount") equal to the amount set forth below for such date: :

Date Amout
May 24, 2008 $720,000
August 16, 2008 $720,000.
Noversber 8, 2008 §720,000

' Janua:y'él, 2009 | §720,000
May 23, 2009 $500,000
August 15, 2009 : $500,000
Noverober 7, 2009 $900,000
Jamuary 30, 2010 $900,000
May 22, 2010 | $1,080,000
August 14,' 010 $1,080,000
November 6, 2010 : $1,080,000

35.
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(®)

January 29, 2011 - $1,080,000

May 21, 2011 . $1,260,000
August 13, 2011 : $1,260,000
Novembei' 5,2011 $1,260,000
February 4, 2012 $1,260,000
May 26, 2012 . $1,440,000
August 18, 2012 $1,440,000
Noversber 10, 2012 $1,440,000
Maturity Date  $19.840,000

To the extent not previously paid, all Term Loans shall be due and payable on. the Maturity Date.

SECTION 2.11. Optlonal Prepavments

(a) '

(b

(©)

(@

Borrower shall have the right at any time and from time to time to prepay any Prime Rate
Borrowing, in whole or in part, upon writien or fax notice (or telephone nofice promptly
confirmed by written or fax notice) delivered to the Administrative Agent by 1:00 p.m., Standard
Time, of at least ope Business Day prior to the date designated for such prepayment; provided,
however, that each partial payment shall be in an amount that is a minimmm amount of

" $1,000,000 and in 4n integral moultiple of $100,000. Borrower may defease any B/A or B/A

Equivalent Loan by depositing with the Administrative Agent an amount that, together with
interest accruing on such amount to the end of the Contract Period for such B/A or B/A
Equwalent Loan at such rate as the Adminisirative Agent shall specify upon receipt of such
amount, is sufficient to pay such maturing B/A or B/A Equivalent Loan whben due. '

Optional prepayments of Term Loans made by Borrower pursuant to paragraph ( a) above shall be
allocated to the remaining scheduled instalments of pn;)mpal with respect thereto on a pro rata
basis..

Each notice of opt1onal prepayment shall specify (1) the amount to be prepaid, (ii) the prepayment ‘

date, (iii) the Class of Loans to be prepaid and (iv) the allocation of the amount specified pursuant
to clause (i) among the Loans specified pursuant to clause (iii}. Each notice of optional
prepayment shall be irrevocable and shall commit Borrower to prepay such obligations by the
amount specified therein on the date specified therein. All prepayments pursuant to this Section
211 shall be subject to Section 2.14 and shall be without premium or penalty

No optional prepayment of Term Loans made by Borrower pursuant to thlS Section 2.11 shall
reduce Borrower's obligation to make ma_ndatory prepayments pursuant to Section 2.12(e),
Section 2.12(e) or Section 2.12(D).
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SECTION 2.12. Mandatory Prepavments.

(a)

(®)

{c)

(d)

On the date of any termmaﬂon or reduction of the Revolving Commitients pursuant to Section
2.08, Borrower shall pay or prepay so much of the then outstanding Revolving Borrowings
(and/or Borrower shall cash collateralize outstanding Letters of Credit and defease B/As and B/A
Bquivalent Loans) as shall be necessary n order that the aggregate Revoivmg Credit Utilization
at such timne shall not exceed the aggregate R:—:\?ol\fuv:r Comumitments (after giving effect to soch
termination or reduction).

Within three Business Days of the date when Revolving Credit Utilization plus the Operating
Credit Utilization exceeds the Borrowing Base, Borrower shall pay or prepay so rnch of the then
outstanding Revolving Borrowings (and/or Borrower shall defease B/As and B/A Erquivalent
Loans) as shall be necessary in order that the aggregate Revolving Credit Utilization plas the
Operating Credit Utilization at such tire shall not exceed the Borrowing Base.

No later than the third Business Day following teceipt by Borrower or any Subsidiary of Net
Cash Proceeds received in respect of any Asset Sale (other than the sale of (i) inventory in the
ordinary course of business and (ii) cash equivalents) occurting on or after the Closing Date to the
extent such proceeds exceed $250,000 in the aggregate for all such assets sold or otherwise
disposed of during any Fiscal Year (provided no Defantt or Event of Default shall have occurred
and is continuing), Borrower shall deliver to the Administrative Agent and the Lenders an offer of
prepayment (a "Prepayment Offer"), which shall contain and constitute an offer to prepay
outstanding Loans in an amount equal to 100% of such Net Cash Proceeds. Such Prepayment
Offer shall set forth the amount of such Net Cash Proceeds, the portion thereof that each Lender
would be entitled to receive if it accepts such offer of prepayment and reguest each Lender to
notify Borrower and the Administrative Agent in wrifing po later than five Business Days from
the receipt of sach Prepayment Offer of such Lender's acceptance or rejection (in whole and not
in part) of its portion of such Net Cash Proceeds. The failure of any Lender to timely give such
notice shall be deemed to be an acceptance of the prepayment offer. ‘On the sixth Business Day
fOHOWmO‘ the receipt of such Prepayment Offer, the Administrative Agent shall apply the entire
amount for which the Prepayment Offer has been made, sich amount to be applied as provided in

Section 2.12(g) in repayment of the Loans; provided, however, that if any Lender has rejected any
Prepayment Offer as provided above, any portion of the amount paid to the Administrative Agent
that would otherwise have been applied to repay Loans of such rejecting Lender shall be paid to

" those Lenders that have accepted such Prepayment Offer and apphed to repay their Loans as
" specified in Section 2.12(g). Notwithstanding the foregomcf provisions of this Section 2.12X(c}),

with respect to no more than $2,000,000 in the aggregate of such Net Cash Proceeds i in any Fiscal
Year of Borrower (including, and not in addition to, the $250,000 sublimit above}, the proceeds
therefrom shall not be required to be so applied on such date to the extent that no Event of
Default or Default then exists at the time of receipt of such Net Cash Proceeds and such Net Cash
Proceeds are used for a Sale Proceeds Reinvestment; provided, that if all or any portion of such
Net Cash Proceads not so applied to the repayment of Loans are not so used for a Sales Proceeds
Reinvestment, such remaining portion shall be applied within 180 days after such Asset Sale as a
mandatory prepayment of principal of outstanding Loans as provided above in this Section
2.12(c). The $2,000,000 limit set out above in respect of Sale Proceeds Reinvestment shall not
apply to Net Cash Proceeds in respect of casualty loss, to the extent that such Net Cash Proceeds
are used to replace or repair the property for which such Net Ca,sh Proceeds were received.

No later than 95 Business Days after the end of each Fiscal Year of Borrower, commencing with

the the 2009 Fiscal Year, Borrower shall prepay outstanding Loans in accordance with Section
2.12(g) in an aggregate principal amount equal to 50% of the amount of Excess Cash Flow for the
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(&)

H

(&

M

@

)

(k) -

Fiscal Year then ended less optional prepaymenis of the Temm Loans and Revolving Loans (to the
extent accompanied by a permanent reduction in Revolving Commitments made during sach
Fiscal Year). Notwithstanding the foregoing sentence, the 50% figure above shall be reduced to
0% for any Fiscal Year (but only for that-Fiscal Year) for which, at the end of such Fiscal Year,
the Total Leverage Ratio was equal to or less than 2.50 to 1.00.

In the event that any Loan Party shall receive Net Cash Proceeds from the issuance or other
diSpOSI’[JOl‘J of Tndebtedness for money borrowed (other than Indebtedness for money borrowed
permitted pursuant to Section 7.01), Borrower shall not later than the third Business Day
following the receipt of such Net.Cash Proceeds by such Loan Party apply an amount equal to
100% of such Net Cash Proceeds to prepay ou1:standuvy Loans In accordance Wlth Section

2.12(g).

In the event that any Loan Party shall receive Net Cash Proceeds from the issuance of shares of
any class of stock (including any capital contributions, but excluding any Excluded Issnances) of
any Loan Party, Borrower shall not later than the tenth Business Day following the receipt of
such Net Cash Proceeds by such Loan Party, apply an amount equal to 50% of such Net Cash

~ Proceeds fo prepay outstanding Loans in accordance with Section 2.12(g).

- Subject to Section 2.12(c), mandatory prcpaymcnts of Loans pursuant io garavraphs (c), (d), (e} '

and (f) above shall be applied to reduce the remaining Term Repayment Amounts in inverse order -
of maturity and thereafter shall be applied to repay Revolving Loans to the extent outstanding,

Borrower shall deliver to the Adminisirative Agent, (i) at the time of each prepayment by
Borrower required under paragraphs (), (d), (&) and (f) above, a certificate signed by a Financial
Officer of Borrower setting forth in reasonable detail the calculation of the amount of such
prepaymient and (ii) at least three Business Days prior to the time of each prepayment required

" under this Section 2.12, a notice of such prepayment. Bach notice of prepayment shall specify the

prepayment date, the Class and Type of each Loan being prepaid (which specification shall
comply with this Section 2.12) and the principal amount of each Term Loan (or portion thereof) -
fo be prepaid. All prepayments of Borrowings under this Section 2.12 shall be subject to Section
2.14 and shall be accompanied by accroed but unpaid interest on the principal amount paid to but
excluding the date of payment, but shall otherwise be without premium or penalty. -

To the extent consisterit with paragfaphé (c} and (g) above, amounts to be applied p’uréua.nt to this
Section 2,12 to the prepayment of Loans shall be applied to rcduce outstanding Prime Rate Loans

prior to being appliéd to reduce B/A Loans.

‘In the event that any provision of this Section 2.12 rcquireé prepayment of the Term Loans prior

to the selected Mandatory Prepayment Date, Borrower shall deposit the entire amount of the
Prepayment Amount into an account under the exclusive control and domimion of the

- Adrinistrative Agent.

" There shall be no obligation to prepay under this Section 2.12:

i) to the extent of Icgal prohibitions under German law or the incurrence of personal
liability of management or shareholders of a German member of the Group preventing
the recipient of the proceeds from making prepayment or making the funds available to a
Group member that can make such prepayment; or
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(i1) reputable legal counsel to the Group has advised that such upstreaming would result n
liability for the member concemed or its directors or officers or a member of the Group,

subject to an obhgatlon to use aﬂ reasonable endeavours to overcome the sitnation described in (i)
and {i1) above.

If at any time the restrictions set out in (i)-and (i) above are removed, any relevant proceeds will
be applied in prepayment at the end of the next Insert Period. :

SECTION 2.13. Reserve Requirements: Change in Circumstances: Increased Costs.

(a) Notwithstanding any other provision herein, if after the Closing Date any change in applicable
: law or regulation or in the interpretation or administration thereof by any Governmental
Authority charged with the interpretation or administration thereof (whether or not having the

force of law) shall impose, modify or deem applicable any reserve, special deposit or similar

requirement against assets of, deposits with or for the account of or credit extended by any

Lender or the Operating Lender (except any such reserve requirement that is reflected in ‘the
.Prime Rate) or shall impose on any Lender or the Operating Lender or the Canadian interbank
market any other condition affecting this Agreement or Loans made by such Lender or any Letter
of Credit obligations {except for changes in the rate of tax on the overall net income of such
Lender or the Operating Lender or its lending office imposed by the jurisdiction in which such
Lender’s or the Operating Lender’s principal executive office or lendng office is located), and
the result of any of the foregomcr shall be to increase the cost to such Lender of making or
maintaining any Loan or of issuing or maintaining any Letter of Credit or purchasing or
maintaining a participation therein or to reduce the amount of any sum received or receivable by
any Lender or the Operating Lender hereunder (whether of principal, interest or otherwise) by an
amount deemed by such Lender or the Operating Lender to be material, then Borrower will pay 1o
soch Lender or the Operating Lender, following receipt by Bomower of a certificate of such

- Lender or the Operating Lender to such effect in accordance with Section 2.13(c), such additional -
amount or amounts as will compensate sach Lender or the Operating Lender on an after-tax basis
for such additional costs incurred or reductzon Suffered

() If any I.ender or the Operating Lender shall have determined that the adoption after the Closing
: Date of any law, rule, regulation, agreement or guideline regarding capital adequacy, or any
change in any of the foregoing of in the interpretation or administration of any of the foregoing

by any Governmental Authority, cenfral bank or comparable agency charged with the
interpretation or administration thereof, or compliance by any Lender {or any lending office of

such Lender) or the Operating Lender or any Lender's or the Operating Lender's holding
company, if any, with any request or directive regarding capital adequacy issued under any law,

rule, regulation or guideline (whether or not having the force of law) of any such Governmental
Authority, central bank or comparable agency, has or would have the effect of reducing the rate

of return on such Lender's or the Operating Lender's capital or on the capital of such Lender's or

the Operating Lender's holding company, if any, as a consequence of this Agreement or the Loans
made hy, or participations in Letters of Credit held by, sach Lender, or the Letters of Credit
issued by the’ Operating Lender pursuant hereto, to a level below that which such Lender or the
Operating Lender or such Lender's or the Operating Lender's holding company, if any, could have
achieved but for such applicability, adoption, change or compliance (taking into consideration

such Lender's or the Operating Lender's policies and the policies of such Lender's or the
Operating Lender's holding company, if any, with respect to capital adequacy), then from time to
time Borrower shall pay to such Lender or the Operating Lender, following receipt by Borrower |

of a certificate of such Lender or the Operating Lender to such effect in accordance with Section
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2.13(c), such additional amount or amounts as will companséte such Lender or the Operating
Lender or such Lender's or the Operating Lender's holding company, if any, on an a.fter -tax basis
for any snch reduction suffered.

© A certificate of a Lender or the Operating Lender setting forth such amount or amounts as shall
be necessary to compensate such Lender or the Operating Lender or its holding company, if any,
as specified in paragraph (a) or (b) above, as the case may be, and setting forth in reasonable .
detail an explanation of the basis of requesting such compensation in accordance with
paragraph (a) or (b) above, including calculations in reasonable detail, shail be delivered to
Borrower and shall be conclusive absent manifest error. Borrower shall pay such Lender or such
Operating Lender the amount shown as due on any such certificate delivered by it within 10 days
after Borrower's receipt of the same; provided that Borrower shall not be required to compensate
a Léender (or Transferee), the Administrative Agent or any Operating Lender pursuant to this
Section 2.13 for any amounts incurred more than six months prior to the date such Lender (or
Transferee), the Administrative Agent or such Operating Lender, as the case may be, notifies the
Bormrower of its intention to claim compensation therefor; provided further, that if the
- circumstances giving rise to such claim have a retroactive effect, then such six month period shall
be extended to include such period of retroactive effect; provided further that if Borrower
‘reasonably believes that the condition or event giving rise to the paymient of any additional
amount to a Lender (or Transferee), Administrative Agent or Operating Lender pursuant to this
Section 2.13 was not correctly interpreted, asserted or applied, such Lender (or Tramsferee),
Admimistrative Agent or Operating Lender will use reasonable efforts to cooperate with the
Borrower to contest the application of the change in law, regulation or interpretation so long as
“such efforts would not, in the sole determination of such Lender result in any non-reimbursable
additional costs, expenses or risks or be otherwise disadvantageous to it (unless the Borrower
agree to reimburse such Lender for the reasonable incremental out-6f-pocket costs thereof).

(d) Failure on the part of any Lender to demand compensation for any increased costs or reduction in
amounts received or receivable or reduction in return on capital with respect to any period shall
not constitute a waiver of such Lender's right to demand compensation with respect to such
period or any other period. The benefits of this Section 2.13 shall be available to each Lender
regardless of any possible contention of the invalidity or inapplicability of the law, rule,
regulation, guideline or other change or condition that shall have occurred or been 1mposed
provided that the Loan Parties shall not be responsible for. costs under this Section 2.13 arising
more than 180 days prior to receipt by such Loan Parties of the demand from the affected Lender
pursuant to this Sgction 2.13; provided further that if such change in or in the interpretation of any
law or regulation giving rise to such increased cost is retroactive, then the 180-day period refermred
to in the previous proviso shall be extended to include the period of retroactive effect thereof.

SECTION 2.14. Indemnity. Borrower shall indemnify each Lender against any loss or expense that such
. Lender may sustain or incur with respect to BfA Loans as a consequence of (a) any failure by Borrower to
fulfill on the date of any Borrowing heremnder the applicable conditions set forth in Article V, (b) any
failure by Borrower to borrow or to convert or continue any Loan hereunder after irrevocable notice of
such borrowing, conversion or continuation has been given pursuant to Section 2.03 or 2.09, (c) any
payment, prepayment or conversion of a B/A Loan required or permitted by any other provision of this
Agreement or otherwise, or any assignment of a B/A Loan required by Section 2.19(b), in each case made
or deemed made on a date other than the last day of the Contract Period applicable thereto, and (d) any
default in payment or prepayment of the principal amount of any Loan or any part thereof or interest
accriied thereon, as and when due and payable (at the due date thereof, whether at scheduled maturity, by
acceleration, irrevocable notice of prepayment or otherwise), including, in each such case, any loss or
reasonable expense sustained or incurred or to be sustained or incurred in liquidating or employing
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deposits from third parties acquired to effect or maintain such Loan or any part thereof as a B/A Loan.
Such loss or reasonable expense shall be equal to the sum of (i) such Lender's actual costs and expenses
incurred (other than any Jost profits) in connection with, or by reason of, any of the foregoing events and
(i) an amount equal to the excess, if any, as reasonably determined by such Lender, of (A)its cost of

obtaining the funds for the Loan being paid, prepaid, converted or not borrowed, converted or continued
" (assumed to be the Discount Rate applicable thereto) for the period from and including the date of such
payment, prepayment, conversion or failure to borrow, convert or continue to but excluding the last day
of the Contract Period for such Loan (or, in the case of a failure to bomrow, convert or continue, the
Contract Period for such Loan that would have commenced on the date of such failure) over (B) the
amount of interest (as reasonably determined by such Lender) that would be realized by such Lender in
reemploying the funds so paid, prepaid, converted or not bomrowed, converted or contimied for such
period or Contract Period, as the case may be. A certificate of any Lender setfing forth any amount or
amounts, including calculations in reasonable detail, that soch Lender is entitled to receive pursuant to
this Section 2.14 shall be delivered to Borrower and shall be conclusive absent manifest error.

SECTION 2.15. Pro Rata Treatment. Except as permitted upder Section 2.12(j) and other than in
connection with Operating Loans, each Borrowing, each payment or prepayment of principal of any
Borrowing, each payment of interest on the Loans, each payment of the Fees due fo the Lenders, each
rednction of the Commitments of a Class and each conversion of any Borrowing to or continuation of any
Borrowing as a Borrowing of any Type shall be allocated pro rata among the Lenders in accordance with
their respective applicable Commitments (provided, that (x) in the case of Term Loans or (y) in the event
that such Commitments shall have expired or been terminated, such pro rata allocation shall be based on
the respective principal amounts of the outstanding Loans (other than Operating Loans). Each Lender
agrees that in computing such Iender's portion of any Borrowing to be made hereonder, the
Administrative Agent may, in its discrefion, round each Lender's percentage. of such Borrowing,
computed in accordance with Section 2.01, to the next higher or Jower whole Dollar amount. In addition,
- each Lender agrees that the Administrative Agent may, in ifs sole discretion, increase or reduce any
Revolving Lender's portion of a B/A Loan to the extent provided in Section 2.20(e).

SECTION 2.16. Sharine of Setoffs and Realization of Security.Fach Lender agrees that if it shall through
the exercise of a right of banker's lieri, combination of accounts, setoff or counterclaim against any Loan
Party, or pursuant to a secured claim under any applicable Isolvency Law or other security or inferest
arising from, or in lieu of, such secured claim, received by such Lender under any applicable Insolvency
Law or otherwise, or pursuant to any Bank Act Security held by such Lender, or by any other means,
obtain payment (voluntary or involuntary) in respect of any Loans and accrued interest thereon as a result
of which the unpaid principal portion of its Loans and accrued interest thereon shall be proportionately
less than the unpaid principal portion of the Loans and accried interest thereon of any other Lender, such
Lender shall be deemed simulianeously to have purchased from such other Lender at face value, and shall
promptly pay to such otber Lender the purchase price for, a participation in the Loans and accrued interest
thereon of such other Lender, so that the benefit of all such payments shall be shared by the Lenders
rateably in accordance- with the aggregate amount of the principal of and accrued interest on their
‘respective Loans; provided, however, that if any such purchase or purchases or adjustments shall be made
pursuant to this Section 2.16 and the payment giving rise thereto shall thereafter be recovered, such
purchase or purchases or adjustments shall be rescinded to the extent of such recovery and the purchase
price or prices or adjustment restored withont interest. Borrower expressly- consents to the foregoing
arrangements and agrees that any Lender holding a participation pursuant to the foregoing arrangements
may, subject to the terms of Section 10.06, exercise any and all rights of banker's lien, combination of
accounts or setoff with respect to any and all moneys owing by the Loan Parties to such Lender by reason
thereof as fully as if such Lender were a direct creditor of Borrower in the amount of such participation.

SECTION 2.17. Pavments.
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(a)

)

Borrower shall make each payment (including payment of principal of or interest on any Loan or
any Fees) hereunder and under any other Loan Document not later than 12:00 noon, Standard
Time, on the date when due in immediately available funds, without defense, setoff or
counterclaim. All payments hereunder of principal or interest in respect of any Loan (or of any
breakage indemnity in.respect of any Loan) and any other payments bereunder and under each
other Loan Document shall be made in Dollars. Each such payment (other than (i) the payments
specified in Sections 2.035 and 3.04 to be made to the Operating. Lenders, which shall be paid
directly to the Operating Lender, (ii) payments of principal of and interest on Operating Loans,
which shall be paid directly to the Operating Lender, and (iii) payments pursuant to Sections 2.13,

~ 2.14, 2.18 and 10.05, which shall be made to the Persons entitled thereto) shall be made to the

account of the Administrative Agent, as the Administrative Agent shall specify by notice to
Borrower. Payments made directly to the Operating Lender shall be made to sych account of the
Operating Lender as such Operating Lender shall specify by notice to Borrower. Payments made
directly to the Operating Lender shall be made to such account of the Operating Lender as the
Operating Lender shall specify by notice to Borrower. Any payments received by the
Administrative Agent, any Operating Lender or the Operating Lender after the specified time for
receipt of such payment on any day shall be deemed to have been received on the next Business
Day. The Adininistrative Agent shall distribute to the applicable Lenders all payments received

- by it for their respective accounts, promptly following receipt thereof.

- Whenever any payment (incJnding any payment of pmmpal of or interest on any Borrowmtr or

any Fees) hereunder or under any other Loan Document shall become due, or otherwise would
occur, on a day that is not a Business Day, such payment may be made on the next succeeding
Business Day, and such extension of time shall in such case be included in the computation of
interest or Pees, if applicable. '

SECTION 2.18. Taxes.

(a)
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Any and all paymenis by the Loan Parties bereunder and under the other Loan Documents shall
be made free and clear of and without deduction for any and all current or future taxes, levies,
imposts, deductions, charges ‘or withholdings, and all liabilities with respect thereto, excluding,
with i"espect to the Administrative Agent, any Operating Lender or any Lendes (or any transferee
or assignee of any of the foregoing, including a participation holder (any such entity being called

a "Transferee")) taxes imposed on the overall net income or capital of the Administrative Agent,

- such Operating Lender or sich Lender (or Transferae), as the case may be, and taxes arising from.

the Administrative Agent, such Operating Lender or such Lender (or Transferee), as the case may
be, failing to be a resident of Canada or be deemed to be a resident of Canada for purposes of
Section 212(13.3) of the ITA, and franchise taxes (to the extent imposed in lieu of net income
taxes) imposed on -the Administrative Agent, such Operating Lender or such Lender (or
Transferee), as the case may be, and any branch profits taxes imposed by the United States or any
similar tax imposed by any other jurisdiction on the Administrative Agent, the Operating Lender
or such Lender (or Transferee), as the case may be, in cach case, imposed by the jurisdiction
under the laws of which the Administrative Agent, such Operating Lender or such Lender (or
Transferee) is organized, or in which the Adminisirative Agent, such Operating Lender or such
Lender (or Transferee) has its pnnt:ipal office or lending office or any political subdivision or
taxing authority thereof or therein or in any other jurisdiction in which the Administrative Agent, '
such Operating Lender or such Lender (or Transferee) is otherwise doing business (or, if a treaty
applies, a jurisdiction in which the Administrative Agent, such Operating Lender or such Lender
(or ‘Transferee) has a permanent establishment) other than any jurisdiction in which the
Administrative Agent, such Operating Lender or such Lender (or Transferee) is treated as domo
business (or, if a treaty applies, is treated as having a permanent establishment) as a result of
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* having executed, delivered or perfonned its obligations or received a payment heresnder or -
exercised or enforced any rights hereunder or any other Loan Document (ail such non-excluded
taxes, levies, imposts, dednctions, charges, withholdings and liabilities being hereinafter referred
to as "Taxes"). If any Taxes (inclnding, for the avoidance of doubt, Canadian withholding taxes)
are required to be deducted from or in respect. of amy sum payable hereunder by or on behalf of
any Loan Party to any Lender (or any Transferee), the Administrative Agent or any Operating
Lender, (i) the sam payable shall be increased by the amount necessary so that after making all
required deductions (including deductions applicable to additional sums payable under this -
Section 2.18) such Lender (or Transferee), the Administrative Agent or such Operating Lender, as
the case may be, shall receive an amount eqgual to the sum it would have received had no such
deductions been made, (ii) Borrower shall make such deductions and (iii} Borrower shall pay the '
full -amount deducted to the relevant taxing authority or other Governmental Authonty n
accordance with apphcab]e law. :

(b} Borrower agrees to pay any current or fature stamp, intangible or documentary taxes or any other
- excise or property taxes, charges or similar levies (incliding mortgage recording taxes and similar
fees) that arise from any payment made hereunder or from the execution, delivery, enforcement

or registration of, or otherwise with respect to, this Agreement, any Assignment and Acceptance

or any other Loan Document (hereinafter referred to as "Other Taxes"). ‘ '

{c) Borrower will indemnify each Lender (or Transferee), the Administrative Agent and. each
Operating Lender for the full amount of Taxes and Other Taxes (including any taxes on amounts
payable under this Section 2.18) paid by such Lender (or Transferee), the Adnunistrative Agent,
or snch Operating Lender, as the case may be, and any liability (including penalties, interest and
reasonable expenses) arising therefrom or with respect thereto, whether or not such Taxes or
Other Taxes were correctly or legally asserted by the relevant taxing authority or other

- Governmental Authority. Such indemmification shall be made within 30 days after the date any
Lender (or Transferee), the Administrative Agent or any Operating Lender, as the case may be,
makes written demand therefor (which demand shall identify the nature and amount of Taxes and
Other Taxes for which indemnification is being sought); provided that Borrower shall not be
required to compensate a Lender (or Transferee), the Administrative Agent or any Operatmcr
Lender pursuant to this Section 2.18 for any amounts incurred more than six months prior to the
date such Lender (or Transferes), the Administrative Agent or such Operating Lendez, as the case
may be, notifies the Borrower of its intention to claim compensation therefor; provided further,
that if the circumstances giving rise to such claim have a retroactive effect, then such six month
period shall be extended to include such period of retroactive effect; provided further that if a
Borrower reasonably believes that such taxes were not correctly or legally asserted, such Lender
(or Transferee), the Administrative Agent or such Operating Lender, as the case may be, will use
reasonable efforts to cooperate with the Borrower to contest the imposition of such taxes or to
obtain a refund of such taxés so long as such efforts would not, in the sole determination of such
Lender (or Transferee), the Administrative Agent or such Operating Lender, as the case may be,
result in any pom-reimbursable additional costs, expenses or rtisks or be otherwise
disadvantageous to it (unless the Loan Parties agree to reimburse such Lender for the reasonable
incremental out-of-pocket costs thereof). '

(d) Rach of the Lenders (or Transferees), the Administrative Agent and Operating Lenders agree that
if it subsequently recovers, or receives a perrnanent net tax benefit with respect to, any amount (i)
previously paid by it and as to which it has been indemnified by or on behalf of the Borrower or
(it) previously deducted by the Borrower (including, without lirmitation, any taxes deducted from
any additional sums payable under subsection (c) above), such Lender (or Transferee), the
Administrative Agent or such Operating Tender, as the case may be, shall reimburse the
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(e)

(®-

g)

(h)

Borrower to the extent of the amount of any such recovery or permanent net tax benefit (but only -
to the extent of indemnity payments made, or additional amounts paid, by or on behalf of the
Borrowers under Section 2.13 or this Section 2.18 with respect to the taxes or changes giving rise
to such recovery or tax benefit); provided, however, that the Borrower, upon the request of such
Lender (or Transferee), the Admjms‘[:ratwe Agent or such Operating Lender, agrees to repay the
amount paid over to the Borrower (together with any penalties, interest or other charges), in the
event such Lender (or Transferee), the Administrative Agent or such Operating Lender is required
to repay such amount to the relevant authority.

Each of the Lenders (or Transferees), the Administrative Agent and Operating Lender shall
deliver-to the Borrower (within fifteen Business Bays of demand by the Bomrower) accurate and
complete signed copies, in form and substance reasonably acceptable to the Borrower, of any
applicable form certifying such Lender’s (or Transferee’s), Administrative Agent’s or Operating
Lender's exemption from, or a reduced rate in, any applicable Taxes or Other Taxes.
Notwithstanding anything to the contrary in this Agreement, neither Borrower nor any other Loan
Party shall be required to make any payment under Section 2.13 or this Section 2.18 to the extent
that such obligations would net have arisen but for the failure of a Lender {or Transferee), the
Administrative Agent or the Operating Lender to comply with this paragraph.

Notwithstanding anything to the contrary in this Agreement, neither Borrower nor any other [.oan

Party shall be required to make any payment under this Section 2.18 (including any withholding

taxes) that is imposed on amounts payable to 2 Lender (or Transferee), the Administrative Agent
or Operating Lender at the time such Lender (or Transferee) the Administrative Avent or
Operating Lender becomes a party 1o this Agreement.

Within 30 days after the date of any payment of Taxes or Other Taxes Wlthbeld by Borrower in
respect of any payment o any Lender (or Transferee) or the Administrative Agent, Borrower will
fumish to the Administrative Agent, at the addresses referred to in Section 10.0], the original or a
certified copy of a receipt evidencing payment thereof or other evidence reasonably satisfactory
to such Lender (or Trausferee), the Administrative Agent or such Operating Lender, as the case
may be. : ' '

Without prejudice to the survival of any other agreement contained herein, the agreements and
obligations contained in this Section 2.18 shall survive the payment in full of the principal of and
interest on all Loans made hereunder.

SECTION 2.19. Dutv to Miticate: Realacement of Lenders.

(a)

O
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Any of the Administrative Agent, the Operatmg Lenders or the Lenders (or Transferees) claiming
any additional amounts payable pursuant to Section 2.13-or 2.18 shall use reasonable efforts
(consistent with legal and regulatory restrictions) to file any certificate or document requested by
Borrower or to change the jarisdiction of its-applicable lending office if the making of such filing
or change would avoid the need for or reduce the amount of any such additional amounts that
may thereafter accrue or avoid the circumstances giving rise to such exercise and would not, in
the sole determination of such Lender (or Transferce), the Administrative Agent or such
Operating Lender, as the case may be, require it to incur additional costs or be otherwise
disadvantageous to such Lender (or Tramsferee), the Admm1strat1ve Agent or such Operating

" Lender.

In the event that any Lender shall have delivered a notice or certificate pursuant to Section 2,13 or
defaulis in its obligations to make Loans hercunder, or Borrower shall be required to make
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additionallpayments to any Lender under Section 2.18, Borrower shall have the right, but not the

~ obligation, at its own éxpense (including with respect to the processmg and Tecordation fee

referred to in Section 10.04(b)), upon notice to such Lender and the Administrative Agent, to.
replace such Lender with an assignee (in accordance with and subject to the restrictions contained
in Section 10.04(h)) approved by the Administrative Agent, which approval shall not be
unreasonably withheld, and such Lender hereby agrees to transfer and assign without recourse (In -
accordance with and subject to the restrictions contained in Section 10.04(b)) all its interests,
rights and obligations under this Agreement to such assignee; provided, however, that no Lender
shall be obligated to make any such assignment unless (i) such assignment shall not confhict with
any law or any rule, regulation or order of any Governmental Authority, (1) such assignee shall
pay to the affected Lender in immediately available funds on the date of such assignment the
principal of the Loans made by such Lender hereunder and (iii) Borrower shall pay to the affected
Lender in immediately available fiinds on the date of such assignment the interest accrued to the
date of payment on the Loans made by such Lender hereunder and all other amounts accroed for
such Lender's account or owed to it hereunder.

- If, in connection with any proposed amendment, modification, change, waiver, discharge or

termination to any of the provisions of this Agreement as contemplated by Section 10.08(b), the
consent of the Required Lenders is obtained but the consent of one or more of such other Lenders
whose consent is required is not obtained, then Borrower shall have the right, but not the -
obligation, at its own expense (including with respect to the processing and recordation fee
referred to in Section 10.04(b)) upon notice to such Lender and the Administrative Agent, o
replace each such non-consenfing Fender or Lenders (or, at the option of Borrower, if such

‘Lender's consent is required with respect to Jess than all Loans, to replace only the respective

Toans of the Tespective non-consenting Lender which gave rise to the need to obtain such
Lender's individual consent) with an assignee (in accordance with and subject to the restrictions
contained in Section 10.04(bY) approved by the Administrative Agent, which approval shall not
be unreasonably withheld, so long as at the time of such replacement, each such .assignee

“consents to the proposed amendment, modification, change, waiver, discharge or termination;
- provided, bowever, that no Lender shall be obligated to make any such assignment uniess (i) such

assignment shall not conflict with any law or any rule, regulation or order of any Governmental
Aunthority, (ii) such assignee shall.pay to the non-consenting Lender in immediately available
funds on the date of such assignment the principal of the Loans made by such Lender hereunder
and subject to such assignment and (iif) Borrower shall pay to the non-consenting Iender In

" immediately available funds on the date of such assignment the interest acerned to the date of
_ payment on the Loans made by such Lender hereunder and subject to such assignment and all

other amonnts accrned for such Lender's account or owed to it hereunder with respect to such
Loams. ' '

SECTION 2.:20. Bankers' Acceptances.

(a)

(b)

‘Subject to the terms and conditions of this Agreement, Rorrower may Tequest a Borrowing
- denominated in Pollars by presenting drafts for acceptance and purchase as B/As by the Lenders;
" provided, however, that until a successful syndication of the Credit Facilities bas occurred as

determined by the Lead Amranger, no B/A Loans shall be made to Borrower.

No Contract Period with respect to a B/A to be 'accepted and, if applicable, purchased or deemed

_ purchased as a Loan shall extend beyond the Maturity Date. All B/As and B/A-Loans shall be:

denominated in Dollars. - .
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(c) To facilitate availment of B/A Loans, Borrower hereby appoints each Lender as its attorney to
sign and endorse on its behalf (in accordance with a notice of Borrowing relating to a B/A Loan
pursuant to Section 2.03 or 2.09), in handwriting or by facsimile or mechanical signature as and
when deemed necessary by such Lender, blank forms of B/As in the form requested by such
Lender. Borrower recognizes and agrees that all B/As signed and/or endorsed by a Lender on
behalf of Borrower shall bind Borrower as fully and effectunally as if signed in the handwriting of
and duly issued by the proper signing officers of Borrower. Each Lender is hereby anthorized (in
accordance with a notice of Borrowing relating to'a B/A Loan) to issue such B/As endorsed in
blank in such face amounts as may be defermined by such Lender; pravided that the aggregate
amount thereof is equal to the aggregate amount of B/As required to be accepted and purchased
by such Lender. No Lender shall be liable for any damage, loss or other claim arising by reason
of any loss or improper use of any such instrument except for the gross negligence or wilful.
misconduct of such Lender or its officers, employees, agents or representatives. Each Lender
shall maintain a record, which shall be made available to Borrower upon its request, with respect
to B/As (i) received by it in blank hereunder, (ii) voided by it for any reason, (i11) accepted and
purchased by it herennder, and (iv) cancelled at their respective maturities. On request by or on
behalf of Borrower, a Lender shall cancel all forms of B/As which have been pre-signed or pre-
endorsed on behalf of Bomrower and that are held by such Lender and are not required to be
issned in accordance with Borrower's irrevocable notice. Alternatively, Borrower agrees that, at
the request of the Administrative Agent, Borrower shall deliver to the Administrative Agent a
"depository note” which complies with the requirements of the Depository Bills and Notes Act
(Canada), and consents to the deposit of any such depository note in the book-based debt
clearance system maintained by the Canadian Depository for Securities. ‘ ‘

(d) Drafts of Borrower to be accepted as B/As hereunder shall be signed as set forth in this Section
2.20. Notwithstanding that any Person whose signature appears on any B/A may no longer be an
anthorized signatory for any Lender or Borrower at the date of issuance of a B/A, such signature
shall nevertheless be valid and sufficient for all purposes as if ‘such authority had remained in
force at the time of such issuance and any such B/A so signed shall be binding on Borrower.

(e) Promptly following the receipt of a Notice of Borrowing specifying a Borrowing by way of B/A,

o the Administrative Agent shall so advise the Lenders and shall advise each Lender of. the
aggregate face amount of the B/A to be accepted by it and the applicable Contract Period (which
chall be identical for all Lenders). In the case of Loans comprised of B/A Loans, the aggregate
face amount of the B/A to be accepted by a Revolving Lender shall be in a minimum aggregate
arnount of $100,000 and shalt be a whole multiple of $100,000, and such face amount shall be in
the Lenders' pro rata portions of such Borrowing, provided that the Administrative Agent may in
its sole discretion increase or reduce any Lender's portion of such B/A Loan to the nearest $1,000
without reducing the aggregate Revolving Commitments.

H Borrower may specify in a Notice of Borrowing pursuant to Section 2.03 or 2.09 that it desites
that any B/A requested by such Notice of Borrowing be purchased by the Lenders, in which case
the Tenders shall, upon acceptance of a B/A by a Lender, purchase each B/A from Borrower at
the Discount Rate for such Lender applicable to such B/A accepted by it and provide to the -
Administrative Agent the Discount Proceeds for the account of Borrower. The Acceptance Fee
payable by Borrower to a Lender under Section 2.06(b) in respect of each B/A accepted (which

_shall include continuations) by such Lender shall be set off against and deducted from the
Discount Proceeds payable by such Lender under this Section 2.20.

(g) ~ FEach Lender may at any time and from time to time hald, sell, rediscount or otherwise dispose of
any or all B/As accepted and purchased by it. ' : ' o

T
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- (h) - If a Lender is not a chartered bank under the Bank Act (Canada) or if a Lender notifies the
Administrative Agent in writing that it is otherwise unable to accept Bankers' Acceptances, such
Lender will, instead of acceptmcr and purchasing Bankers Acceptances, make an advance (a "B/A

. Eguivalent Loan") to Borrower in the amount and for the same term as the draft that such Lender
would otherwise have been required to accept and purchase hereunder. Each such Lender will
provide to the Administrative Agent the Discount Proceeds of such B/A Equivalent Loan for the
account of Borrower. Bach such B/A Equivalent Loan will bear interest at the same rate that
would result if such Lender had accepted (and been paid an Acceptance Fee) and purchased (on a
discounted basis at the Disconunt Rate) a Bankers' Acceptance for the relevant Contract Period (it
being the intention of the parties that each such B/A Equivalent Loan shall have the same
economic consequences for such Lender and Borrower as the Bankers' Acceptance which such-
B/A Equivalent Loan replaces). All such interest shall be paid in advance on the date such B/A
Equivalent Loan is made, and will be deducted from the principal amount of such B/A Eguivalent '
Loan in the sarme manner in which the Discount Proceeds of a Bankers' Acceptance would be
deducted from the face amount of the Bankers' Acceptance.

1 _Bomower waives presentment for payment and any other defence to payment of any amounts due ‘
to a Lender in respect of a B/A accepted and purchased by it pursuant to this Agreement which
might exist solely by reason of such B/A being held, at the maturity thereof, by such Lender in its
own right, and Borrower agrees not to claim any days of grace if such Lender, as ‘holder, claims
payment from or sues Borrower on the B/A for payment of the amount payable by Borrower
thereunder. On the Jast day of the Contract Period of a B/A, or such earlier date as may be
required or permitted pursuant to the provisions of this Agreement, Borrower shall pay the
Lender that has accepted and purchased a B/A or advanced a B/A Equivalent Loan the full face:
amount of sach B/A or B/A Eqmva]ent Loan, as the case may be, and, after snch payment,
Rorrower shall have no further liability in respect of such B/A and such Lender shall be entitled
to all benefits of, and be responsible for all payments due to third parties under, such B/A.

(G) - Except as required by any Lender upon the occurrence of an Bvent of Default, no B/A Loan may
be repaid by Borrower prior to the expiry date of the Contract Period applicable to such B/A
T.oan; provided, however, that any B/A Loan may be defeased as provided in the last sentence of

Section 2.11(a).

(k) Any B/A Borrowing that is not repaid on the last day of the Contract Period in accordance with
(1) above shall be automanca}ly converted at the end of such Contract Penod into a Prime Rate
Bormmowing.

 ARTICLE I

Letters of Credit

SECTION 3.01. General. Subject to the terms and conditions set forth herein, Borrower may request the
" issuance of Letters of Credit denominated in Dollars, for its own account, by the Operating Lender, in a
‘form reasonably acceptable to the Operating Lender, at any time and {rom time to time during the period
from the Closing Date to the date that is 30 days prior to the Maturity Date. In the event of any
inconsistency between the terms and conditions of this Agreement and the terms and conditions of any
form of letter of credit application or other agreement submitted by Borrower to, or entered into by
Borrower with, the Operating Lender relating to any Letter of Credit, the terms and conditions of this
Agreement shall take precedence.

’
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SECTION 3.02. Notice of Issnance. Amendment, Renewal. Extension; Certain Conditions. To request
the- issuance of a Letter of Credit, Borrower shall hand deliver or fax (or transmit by electronic
communication, if arrangements for doing so have been approved by the Operating Lender) to the
Operating Lender, three (3) Business Days in advance of the requested date of issuance, a Letter of Credit
Request. To request any amendment, renewal or extension of any. outstanding Ietter of Credit, Borrower -
shall band deliver or fax (or transmit by electronic conmmunication, if arrangements for doing so have
been approved by the Operating Lender) to the Operating Lender, three (3) Business Days in advance of
_the requested date of amendment, renewal or extension, a notice on Borrower's letterhead idenfifving the
Letter of Credit and the date of the requested amendment, repewal or extension {which must be a
Business Day) and indicating the specifics of such amendment, renewal or extension. A Letter of Credit
shall be issned, amended, renewed or extended only if (and upon issuance, amendment, renewal or
extension of each Letter of Credit, Borrower shall be deemed to represent and warrant that) after giving
effect to snch issuance, amendment, renewal or extension (a)the LC Exposure shall not exceed the
Operating Cornmitment. Promptly after the issnance or amendment of any Letter of Credit, the Operating
Lender shall notify the Administrative Agent and Borrower, in writing of such issuance.or amendment
and snch notice shall be accompanied by a copy of such issued or amended Letter of Credit. Upon receipt
of such notice, the Administrative Agent shail promptly notify each Revolving Lender in writing of such
_issnance or amendment, and if any Revolving Lender shall so request, the Admimstrative ‘Agent shall
* provide such Lender with a copy of such issned or amended Letter of Credit.

SECTION 3.03. Expiration Date. Bach Letfer of Credit shall expire at or prior to the close of business on
the earliest of (a) the date one year after the date of the issnance of such Letter of Credit (or, in the case of
any renewal or extension thereof, one year after such renewal or extension) and (b) the date that is five
Business Days prior to the Maturity Date (unless cash collateralized),

SECTION 3.04. Reimbursement. If the Operating Lender shall pay any draft or other form of demand
. presented under a Letter of Credit, Borower shall pay to the Operating Lender an amount equal to the
“amount of such draft or.other form of demand not later than two hours after Borrower shall have received
notice from the Operating Lender that payment of such draft or other form of demand will be made or, if
Borrower shall have received such notice later than 10:00 am., Standard Time, on any Business Day, not
“later than 10:00 am., Standard Time, on the immiediately following Business Day, provided that
Borrower may, subject to the conditions to borrowing set forth herein, request in accordance with Section
2.03 that such reimbursement payment be financed by way of overdraft in any Deposit Accourt of
Borrower with the Operating Lender in an equivalent amount and, to the extent so financed, the
obligations of Bosrower in respect of such LC Disbursemnent shall be dischargéd and replaced by the
resulting overdraft. If Borrower fails to make such reimbursement payment when duc -and such
reimbursement paymest is not financed with a Borrowing as contemplated by the immediately preceding
sentence, the Operating Lender shall notify the Administrative Agent, which shall in turn notify each
Revolving Lender of such L.C Disbursement, the reimbursement payment then due from Borrower in
respect thereof and such Lender's Applicable Percentage thereof. -

SECTION 3.05. Obligations Absolute. Borrower's obligation to repay the Operating Lender for LC
Disburseinents made by the Operating Lender under the outstanding Letiers of Credit for the account of
Borrower ‘shall be absolute, unconditional and irrevocable under any and all circumstances and
trrespective of: - ' -

(a) any lack of validity or enforceability of any Letier of Credit;

(b)  the existence of any claim, setoff, defense or other right that Borrower or any other Person may at
any time have against the beneficiary or transferee under any Letter of Credit, any Operating -
Lender, the Administrative Agent, any Lender or any other Person (other than the defense of

o -48-
VANOI: 2416633: v8



payment in accordance with the terms of this Agrecement or a defense based on the gross
necligence or wiliful misconduct of the Operating Lender) in connection with this Agreement or
any other agreement o1 (rapsaction,

{c) any draft or other document presented under a Letter of Credit proving to be forged, frandulent,
invalid or insufficient in any respect or any statement therein being untrue or inaccurate in any
respect, provided that payment by the Operating Lender under such Letter of Credit against
presentation of such draft or docurpent shall not have constituted gross negligence or willful
misconduct of the Operating Lender;

(d) payment by the Operating Lender under a Letter of Credit against presentation of a draft or other
document that does not comply with the terms of such Letter of Credit, provided that such
payment shall not have constitited gross neglicence or willful misconduct of the Operating
Lender; and

() any other circumstance or event whatsoever, whether or not similar to any of the foregoing,
provided that such circumstance or event shall not have been the result of gross negligence or
willfnl misconduct of the Operating Lender,

Tt is understood that in making any payment under a Letter of Credit (i) the Operating Lender's exclusive
reliance on the documents presented to it under such Letter of Credit as to any and all matiers set forth
therein, including reliance on the amount of any draft presented under such Letter of Credit, whether or
not the amount due to the beneficiary equals the amount of snch draft and whether or not any document
presented pursuant to such Letter of Credit proves to be insufficient in any respect, if such document on
its face appears to be in order, and whether or not any other statement or any other document presented
pursuant to such Letter of Credit proves to be forged or invalid or any statement therein proves to be
inaceurate or untrue-in any respect whatsoever, and (if) any non-compliance in any immaterial respect of
the documents presented under a Letter of Credit with the terms thereof shall not, in each case, be deemed
wilful misconduct or g-ross pegligence of the Operating Lender.

"SECTION 3.06. Interim Interest. If the Operatmg Lender shall make any LC Disbursement, then, unless
Borrower shall reimburse such LC Disbursement in full on the date such LC Disbursement is made, the,
unpaid amount thereof shail be deemed to be a Prime Rate $oan and shall bear interest, for each day from
and inchuding the date such LC Disbursement is made to but excluding the date that Borrower reimburses
such LC Disbursement, at the rate per annum then applicable to Prime Rate Loans; provided that, if
Borrower fails to reimburse such LC Disbursement when due or finance such reimbursement payment
with a Borrower as contemplated by Section 3.04, then Section 2.07 shall apply. Interest accrued
pursuant to this Section 3.06 shall be for the account of the Operating Lender.

SECTION 3.07. Cash Collateralization. If any Event of Default shall occur and be continuing, on the -
Business Day that Borrower receives notice from the Operating Lender demanding the deposit of cash
collateral pursuant to this Section 3.07, Borrower shall deposit in a Desposit Account with the Operating
Lender an amount in cash egual to the LC Exposure as of such date plus any accrued and unpaid fees and
interest thereon; provided that the obligation to deposit such cash collateral shall become effective
immediately, and such deposit shall become immediately due and payable, without demand or other
notice of ary kind, upon the occurrence of any Event of Default with respect to Borrower described in
paragraph (h) or (i) of Article VII. Each such deposit shall be held by the Operating Lender, as collateral
for the payment and performance of the obligations of Borrower under this Agreement. The Operating
Lender shall have exclusive dominion and control, including the exclusive right of withdrawal, over such
. accounts. Ail such accounts shall bear interest at the Operating Lender’s prevailing rates of mterest for
similar deposits. Interest or profits, if any, on such investments shall accumulate in such accoust.
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- Moneys in such account shall be applied by the Operating Lender to reimburse the Operating Lender for
1.C Disbursernents for which it has not been reimbursed and, to the extent not so applied, shall be held for
the satisfaction of the reimbursement obligations of Borrower for the LC Exposure at such time or, if the
maturity of the Loans has been, be applied to satisfy other obligations of Borrower under this Agreement.
Tf Borrower is required to provide an amount of cash collateral hereunder as a result of the occurrence of
an Event of Default, such amount (to the extent not applied as aforesaid) shall be retumed to Borrower
within three Business Days after all Events of Default have been cured or waived.

ARTICLE IV

Representations and Warranties

, Borrower represents and warrants to each of the Lenders, the Administrative Agent and
the Operating Lender that: ‘

SECTION 4.01. Oreanization; Powers. Each of the Loan Parties (a) is duly organized, validly existing
and in good standing under the laws of the jurisdiction of its organization, (b)has all requisite
organizational power and authority to own its property znd assets and to carry on its business as now
conducted, (¢) is qualified to do business in every jurisdiction where such gualification is required by the
nature of its business, the character and location of its property, business or customers, or the ownership
or leasing of its properties, except for such jurisdictions in which the failure so to qualify, in the
ageregate, could not reasonably be expected to result in a Material Adverse Effect, and (d) has the
requisite power ‘and authority to execute, deliver and perform its obligations under each of the Loan
Documents and each other agreerent or instrument contemplated thereby to which it is or will be a party -
and, in the case of Bomrower, to borrow hereunder.

SECTION 4.02. Aunthorization. The execution, delivery and performance by the parties party thereto of
the Purchase Agreement and the fremsactions confemplated thereby (collectively, the "Purchase
Transactions™) and by each of the Loan Parties of each of the Loan Documents to which it is a party, the
Borrowings hereunder, the issiance of the Letters of Credit, the use of the proceeds of the Loans and the
Eetiers of Credit, the creation of the security interests contemplated by the Security Documents and the
other tramsactions contemplated by the Loan Documents (other than the Purchase Transactions)’
(collectively, the "Credit Transactions" and, together with the Purchase Transactions, the "Transactions")
(a) have been duly authorized by all requisite corporate and, if required, stockholder action and (b) will
not (i) violate (A) any provision of law, statute, rule or regulation, or the certificate of incorporation or
other constitutive documents or by-laws of any Loan Party or any of its subsidiaries, (B) any order of any.
Governmental Authority or (C) any provision of any indenture or other material agreement or other
material instrument to which any Loan Party or any of its subsidiaries is.a party or by which any of them
or any of their property is or may be bound, (ii) constitute (alone or with notice or lapse of time or both) a
default under any such indenture, agreement or other mstrument, or- (iii) result in the creation or
imposition of any Lien (other than any Lien created hereunder or under the Security Documents) upon or
with respect to any property or assets now owned or hereafter acquired by any Loan Party or any of its
subsidiaries. S - '

SECTION 4.03. ‘Enforceability. This Agreement has been duly executed and delivered by Borrower and
constitutes, and each other Loan Document when exccuted and delivered by each Loan Party that is party
- thereto will constitute, a legal, valid and binding obligation of Borrower and the other Loan Parties, as
applicable, enforceable against each of them in accordance with its terms (except as the enforceability
thereof may be limited by bankruptey, insolvency reorganization, moratorium or similar laws affecting
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the enforcement of creditors’ ﬁghts, generally’ and subject to general principles of equity (whether
énforcement is sought by proceeding in equity or at law)).

SECTION 4.04. Governmental Approvals. No action, consent or approval of, registration or filing with
or any other action by any Governmental Authority is or will be required in connection with the .
Transactions, except for (a) the filing.of PPSA and UCC financing staternents and similar security or
collateral filings and registrations under applicable' laws in other jurisdictions, (b) such actions, consents,

" approvals, registrations and filings as have been made or obtained and are in full force and effect and (c)
such actions, consents, approvals, registrations and filings, the failure of which to obtain, would not
reasonably be expected to have a Material Adverse Effect. '

SECTION 4.05. Financial Statements.

The Loan Parties have delivered to the Lenders their andited financial statements and the anditor’s
management letters (if any) for the Fiscal Years ended January 28, 2006 and January 27, 2007, and the
available unandited statements through Period 8. The audited staternents’ agree in all material respects
with the financial information provided to the Lenders prior to the receipt of such andited financial
statements (after accounting for management bonuses). The Lender has also received a pro forma closing
balance sheet, adjusted to give effect to the Transactions, that is satisfactory to the Lenders acting
reasonably. All-financial statements set forth or referred to in the materials specified in the preceding
 sentence were prepared in conformity with GAAP except, in the case of unaudited financial statements,
for the absence of footnote disclosure and for year-end audit adjustments. All such financial statemenis
fairly present in all material respects the consolidated financial position of such Loan Parties as at the date
thereof and the consolidated results of operations and cash flows of the Loan Parties for each of the
periods covered thereby. Except as disclosed in such financial statements, none of the Loan Parties had at
the date of such financial statements any material contingent obligation, material contingent Hability or
material liability for taxes, long-term lease or unusual forward or long-term commitment or obligations to
retired employees for medical or other employee bepefits that is not reflected in the foregoing financial
statements or the notes thereto. -

SECTION 4.06. No Material Adverse Effect. Since January 28, 2007, there has been no event or
condition that has had, or could reasonably be expected to have, a Material Adverse Effect.

i

SECTION 4.07. Title to Properties: Possession Under Leases.

(a)  Except as set forth on Schedule 4.07, each of Borrower and the Subsidiaries has good and
marketable title to, or valid léasehold interests in, or equivaient legal title in the applicable
jurisdiction to, all its properties and assets, except for minor defects in title that do not interfere in
any material respect with its ability to condnct its business as currently conducted. All such title
to, or leasehold interest in, properties and assets are free and clear of Liens, other than Liens
expressly permitted by Section 7.02 and Liens with respect to which the Administrative Agent
has Teceived on or prior to the Closing Date duly execuied releases and termination staternents n
connection therewith. ' '

(bj Each of Borrower and the Subsidiaries has complied with all obligations under all leases to which
it is a party and enjoys peaceful and undisturbed possession under all such leases except for acts
of non-compliance which could not reasonably be expected to have a Material Adverse Effect.

SECTION 4.08. Subsidiates and Qwnership of the Loan Parties. Except as set forth on Schedule 408,
the I.oan Parties have no direct or indirect Subsidiaries. The outstanding stock and/or Equity Interests of
each Loan Party has been duly and validly issued and is fally paid and non-assessable by such Loan
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Party, as applicable, and the number and owners of such shares of capital stock and/or Equity Interests of
such Loan Party are set forth on Schedule 4.08. Except as set forth on Schedule 4.08, there are no
securities, notes, bonds or other instruments convertible into or exchangeable for capital stock and/or
Equity Interests of any Loan Party. ' '

'SECTION 4.09. Litigation: Compliance with Laws.

(a) Except as set forth in Schedule 4.09, there are no actions, suits or proceedings at law or in equity
a or by or before any Governmental Authority now pending or, to the knowledge of Borrower,
threatened against or affecting Borrower or any of the Subsidiaries or any business or property of
any such Person that (i) purports to affect the legality, validity or enforceability of any Loan
Document or the Trapsactions or (ii) would reasonably be expected, individually or in the
aggregate, to result in a Material Adverse Effect.

(b) Neither Borrower nor any of the Subsidiaries nor any of their respective properties or. assets is

" ({)in violation of, nor will the continned operation of their properties and assets as currently

condncted violate, any law, rule, regulation, statute (including any zoning, bnilding,

Environmental Laws, ordinance, code or approval or any building permits) or any restrctions of

record or agreements, where such violations could reasonably be expected to have a Material

Adverse Effect or (ii) in default with respect to any judgment, writ, injunction, decree or order of

any Govemmental Authority, where such defaults, individually or in the aggregate, would
reasonably be expected to result in a Material Adverse Effect. '

SECTION 4.10. Federal Reserve Regulations

(a) Neither Borrower nor any of the Subsidiaries is engaged principally, or as one of its importa.nf
activities, in the business of extending credit for the purpose of purchasing or carrying Margin
Stock,

G)] No part of the proceeds of any Letter of Credit or Loan has been nsed, whether directly or
indirectly, and whether immediately, incidentally or ultimately, (i) to purchase or carry Margin
Stock or to extend credit to others for the purpose of purchasing or carrying Margin Stock or to
refund indebtedness originally incutred for such purpose or (ii) for any purpose that entails a -
violation of, or is inconsistent with, the provisions of the Regulations of the Board, including
Regulation T, U or X. '

SECTION 4.11. Tax Returns. All federal, and material provincial and local and foreign national, state,
provincial, regional and local and all other tax returns of the Loan Parties required by applicable law to be
filed have been duly filed, and all federal, and material provincial and local and foreign national, state,
provincial, regional and local and all other taxes, assessments and other governmental charges or levies
upon the Loan Parties and their respective property, income, profits and assets which are due and payable
have been paid, except any such non-payment which is at the time permitted under Section 6.03. The
charges, accruals and reserves on the books of the Loan Parties in respect of federal, provincial and local
taxes and foreign national, state, provineial, regional and local taxes for all Fiscal Years and portions
thereof since the organization of each of the Loan Parties, as applicable, are in the judgment of Borrower
adequate, and to the knowledge of Borrower, no additional assessments for any of such years are pending
which, singly or in the aggregate, could reasonably be expected to have a Material Adverse Effect.

SECTION 4.12. Accuracy and Completeness of Information. Al written information, reports,
certificates, financial statements, other instruments, and other papers and data (other than projections, pro
formas, budgets and general economic or industry data) produced by or on behalf of Borrower or any
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other Loan Party and furnished, to the Administrative Acent or any Lender were, at the time the same
were so furnished, when taken as a whole, complete and correct in all material respects to the extent
necessary to give the recipient a materially true and accurate knowledge of the subject matter, and no fact
is kiown to Borrower or any other Loan Party which has had, or could reasonably be expected to in the
future have, a Material Adverse Effect which has mot been set forth in the financial statements or
disclosure delivered prior to the Closing Date, in each case referred t0 in Section 4.05. or in such witten
 information, reports or other papers or data or otherwise disclosed in writing to the Administrative Agent
or any Lender prior to the Closing Date.

SECTION 4.13. Emplovee Benefit Plans. As of the Closing Date:

(a)

®)

(c)

[G)

©

®

- (h)

there are no outstanding cﬁsputes concerning the assets of the Canadian Pension Plans, the
Canadian Benefit Plans, or the Plans, except where such dispute would not reasonably be
expected to have a Material Adverse Effect;

‘o promises of beneﬁt improvements under the Canadian Pension Plans, the Canadian Benefit
Plans or the Plans have been made, except where such mprovement would not reasonably be
expected to have a Material Adverse Effect;

All contributions or premmms reqmred to be made or pa1d by the Loan PE}.I‘HBS to the Canadian
Pension Plans, the Canadian Benefit Plans or Plans have been made on a timely basis in
accordance with the terms of such plans and all applicable laws;

there have been no improper withdrawals or applications of the assets of the Canadian Pension
Plans, the Canadian Benefit Plans or the Plans, except where sach impropriety would not
reasonably be expected to have a Material Adverse Effect;

none of the Caradian Pension Plans or the Canadian Benefif Plans has any unfunded actuarial
liabilities or solvency deficiencies (within the meaning of the applicabie laws).except where such
unfunded liabilities or solvency deficiencies could not reasonably be expected to result in a. -
Material Adverse Effect.; ’

no Pension Plan Event has occurred with respec€ 1o the Plans;
no Loan Party or has at anytime been an employer (for the purposes of Sections 38-51 of the UK
Pensions Act 2004) of an occupational pension scheme which is not a money purchase scheme

(both terms as defined in the UK Pensions Schemes Act 1993); and

no Loan Party is or has at anytime been "connected" with or an "associate" of (as such terms are
used in Sections 39 and 43 of the UK Pensions Act 2004) such an employer.

SECTION 4.14. Environmental and Safetﬂf Maiters, Except as set forth on Schedule 4.14:

(@)
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Each of Borrower and the Subsidiaries has obfajned all permits, licenses and other authorizations

that are required and material with respect to the operation of the business of Borrower and the

Subsidiaries under any Environmental Law, and each such permit, license and authorization is in
full force and effect, except for where the failure to obiain or maintain in force or effect such
permits, licenses or other authorizations would not reasonably be expected to have a Material
Adverse Effect.
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(b)

(©

(d)

(e

)

g)

Each of Borrower and the Subsidiaries is in compliance with all material terms and conditions of

the permits, licenses and authorizations specified in paragraph (a) above, and is also in

compliance with all other limitations, restrictions, conditions, standards, prohibitions,

requirements, obligations, schedules and timetables contained in any Environmental Law

applicable to it and its business, assets, operations and properties, except where the failure to '
comply would not reasonably be expected to have a Material Adverse Effect.

There is no civil, criminal or administrative action, suit, demand, claim, hearing, notice of
violation, investigation, proceeding, notice or demand letier or request.for information pending
or, to the knowledge of Borrower, after inquiry, threatened against Borrower or any of the
Subsidiaries under any Environmental Law that would reasonably be expected to have a Material
Adverse Effect.

Neither Borrower nor any of the Subsidiaries has received notice that it has been identified as a
potenual]y responsible party under any Canadian federal or provincial law, or any United States
federal or state Iaw, or any English or German law for any hazardous substances or any pollutant
or confarminant, or any toxic substance, hazardous waste, hazardous constituents, hazardous
materials, ashestos or asbestos containing material, polychlorinated biphenyls, petroleum,

including crude oil and any fractions thereof, or other wastes, chermicals, substances or materials

regulated by any Environmental Laws (collectively,. "Hazardous Materials") that it or any of their
respective predecessors in interest has used, generated, stored, tested, handled, transported or

. disposed of, has been found at any site at which any Governmental Authority or private party is

conducting a remedial investigation or other action pursuant to any Environmental Law, except
for any such notices that would not reasonably be expected to have a Material Adverse Effect.

There have been no releases or threatened releases of Hazardous Materials by Bommower or any of
the Subsidiaries on, upon, into or from any of the Real Properties, which releases or threatened
releases would reasonably be expected to have a Material Adverse Effect. To the best knowledge
of Borrower, there have been no such releases or threatened releases on, upon, under or into any
real property in the vicinity of any of the Real Properties that, through soil, surface water ot
groundwater migration or contamination, may be located on, in or under such Real Properties and
which would reasonably be expected to have a Material Adverse Effect.

There is no asbestos in, on, or at any Real Properties or any facility or equipment of Borrower or
any of the Subsidiaries, except to the extent that the presence of, or exposure to, such material
would not reasonably be expected to have a Material Adverse Effect.

There are no events, condifions, circumstances_, activities, practices, incidents, actions or plans
that would reasonably be anticipated to interfere with or prevent compliance with any
Environmental Law, or which may give rise to liability under any Environmental Law, or
otherwise form the basis of any claim, action, demand, suit, proceeding, hearing or notice of
violation, study or investigation, based on or related to the manufacture, processing, distribution,
use, generation, treatment, storage, disposal, transport, shipping or handling, the emission,
d1scharge release or threatened release into the environment of, or exposure to, any Hazardous
Material that would reasonably be'expected to have a Material Adverse Effect.

SECTION 4. 15 Solvency. Immediately after giving effect to the Transactions to occur on the Closing
. Date, and taking into account credit support from other Loan Parties, (a) the present fair saleable value on
a going concern basis of the assets of Borrower and each of the Subsidiaries will exceed the amount that
will be required to be paid on or in respect of the existing debts and other liabilities (including contingent
liabilities) of Borrower and each the Subsidiaries as they become absolute and mature, (b) Borrower and
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each the Subsidiaries will not have unreasonably small capital to carry out their businesses as conducted
or as proposed to be conducted, and (c) Borrower does not intend to, nor does it intend to permit any of
the Subsidianes to, and does not believe that it or any such Subsidiary will, incur debts beyond its ability
to geperally pay such debts as they become absolute and matuie.

SECTION 4.16. Security Documents. The Security Agreements, upon execution and delivery thereof by
the parties thereto, will create in favour of the Administrative Agent, for the rateable benefit of the
beneficiaries named therein, a legal, valid and enforceable security interest in the Collateral and proceeds
thereof and (i) (x) when the Pledged Collateral (as defined in the Security Agreements) represented by
certificates is delivered to the Adminisirative Agent, together with an executed blank stock power and (y) ‘
when financing statements in appropriate form have been duly filed in the offices specified in Schedule
*4.16 and (where required by the Lenders) control agreements have been executed by the issuers of such
Pledsed Collateral (as defined in the Security Agreements) which is not represented by certificates, the
Security Agreements shall constitute a fully perfected first priority Lien on, and security interest in, all
right, title and interest of the Loan Parties in such Pledged Collateral, in each case prior and superior in
right to any other Person other than the holders of Permiited Liens and (it) when financing staternents in
appropriate form have been duly filed in the offices specified on Schedule 4.16, each Lien created under
the Security Agreements will constitute a fully perfected Lien on, and security interest in, all right, title,
and interest of the Loan Parties in such Collateral, and the proceeds thereof, to the extent perfection or
publication can be obtained by filing PPSA and UCC financing statements or similar filings or
registrations under the applicable Jaws of any other applicable jurisdiction, in each case prior and superior
in right to any other Person (other than the holders of Liens Permuitted under Section 7.02. '

SECTION 4.17. Parallel Debt.

For the purposes of taking and ensuring the continuing validity of security (“Parallel Debt Security™)
under the Security Documents subject to the Jaws of (or fo the extent affecting assets situated in)
- Germany, notwithstanding any contrary provision in this Agreement.

(a) = the Borrower irrevocably and unconditionally undertakes (such undertakings, the
“Paralle] Obligations™) to pay to the Administrative Agent amounts equal to all present

~ and future amounts (the “Original Obligations™) owing by it to a Lender under the Loan
Documents; ‘ :

{b) the Administrative Agent shall have its own independent right to demand and receive
payment of the Paraliel Obligations;

(c) the Parallel Obligations shall not limit or affect the existence of the Originat Obligations
for which the Lenders shall have an independent right to demand payment;

-(d) notwithstanding paragraphs (b) and (c), payment by a Loan Party of its Parallel
Obligations shall to the same extent decrease and be a good discharge of the
corresponding Original Obligations: owing to the relevant Lenders and payment by a
Loan Party of its Original Obligations to the relevant Lender shall to the same extent
decrease and be a good discharge of the Parallel Obligations owing by it to the
Administrative Agent; E ‘ '

(&) the Paralle] Obligations are owed to the Administrative Agent in its own name on behalf
of itself and not as agent or representative of any other persen nor as trustee and the
Parallel Debt Security shall secure the Paralle]l Obligations so owing;
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) without limiting or affecting the Administrative Agent's right to protect, preserve or
enforce its rights under any Security Document, the Administrative Agent undertakes to
each Lender not to exercise its rights in respect of the Parallel Obligations without the
consent of the relevant Lender; and ’

g) the Admmstraﬁve Agent undertakes to pay to tbe Lender any amount collected or
received by it in payment or partial payment of the Parallel Obligations and shall
distribute any amount so received to the Lenders in accordance with the terms of this
Agreement as if such amounts had been received in respect of the Original Obligations.

SECTION 4,18, Labour Matiers. As of the Closing Date there are no strikes or other labour disputes
against any of the Loan Parties pending or, to the knowledge of Borrower, threatened that would
reasonably bé expected to result in a Material Adverse Effect. The hours worked by and payment made
to employees of any Loan Party have not been in violation of applicable federal, provincial, regional,
local or foreign law dealing with sach matters, where such violations could reasonably be expected,
individualty or in the abgregate to have a Material Adverse Effect. The consummation of the
Transactions will not give rise to a right of termination or right of repegotiation on the part of any union
under any collective bargaining agreement to which Borrower or any of the Submdlanes is a party or by
which Bon‘ower or any of the Subsidiaries is bound on the Closing Date.

SECTION 4.19. Real Provsrtv Schedule 4.19 sets forth as of the Closing Date all real property cwned
or leased by Borrower or any of the Subsidiaries. With respect to all real property described as being
owned by Borrower or any Subsidiary, such real property is owned in fee simple by such owner. With -

respect to all leasehold real property interests, the lease agreements are described in Schedule 4.19 hereto.

SECTION 4.20. Intellectual Property. Each of Borrower and the Subsidiades owns, or is licensed or

otherwise authorized to use, all patents, designs, trademarks, trade names, copyrights, technology, know-
how and processes, service marks and rights with respect to the foregoing that are used in or necessary for
the condnet of its business as currently conducted, and Schedule 4.20 lists all material patents, designs,
trademarks, trade names, copyrights, technology, processes and other intellectual property rights. The use
of such patents, designs, trademarks, trade names, copyrights, technology, processes and rights with
respect to the foregoing by Borrower and the Subsidiaries does not, to the knowledge of Borrower and the
" Subsidiaries, infringe on the rights of any Person, subject to such claims and infringements as do not, n
the aggregate, give rise to any bability on the part of Borrower and the Submdmnes that is material to
Borrower or any Subsidiaries.

SECTION 4.21. Business. Borrower and each of the Subsidiaries are engaged pnnmpally in the business
described on Schedule 4.21 or reasonable extensions thereof.

SECTION 4.22. Liens. Except as set forth in Schedule 4.22, nope of the propertles and assets of
Borrower or any Subs1dlary is SllbjBCt to any Lien, except Penmtted Liens.

SECTION 4.23. Indebtedness and Guarantees. - Set forth on Schedule 4723 is a complete and correct
listing as of the Closing Date of all of Borrower's and the Subsidiaries' Indebtedness (excluding
Indebtedness incurred in the ordinary course of business) and Guarantees (excluding Guarantees entered
_into in the ordinary course of business). Neither Borrower nor any Subsidiary is in default of any material
provision of any agreement evidencing or relating to such any such Indebtedness or Guarantee.

SECTION 4.24. Burdensome Provisions. Neither Borrower nor any of the Subsidiaries is a party to any
indenture, agreement; lease or other instrument, or subject to any charter or corporate restriction,
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Governmenta) Approval or applicable law, compliance with the terms of which could reasonably be
. expected to have a Material Adverse Effect.

SECTION 4.25. Chief Executive Office. The chief executive office of each Loan Party and the books
and records relating to the Eligible Accounts are located at the address or addresses set forth on Schednle
4.25: except as set forth on Schedule 4.25, no loan party has maintained its chief executive office or the
books and records relating to any Eligible Accounts at any other address at any time during the five years .
immediately preceding the Closing Date. The exact legal name of each Loan Party is set forth on
Schedule 4.25, '

SECTION 4.26. Equipment. All Equipment is in good order and repair in all material respects, normal
wear and tear excepted and usual ongoing operational repairs as required and casualty loss and
condemnation excepted. ‘ K o

SECTION 4.27. Corporate and Fictitions Names: Trade Names. Except as otherwise disclosed on
Schedule 4.27, during the five-year period preceding the Closing Date, neither Borrower nor any
Subsidiary has been known as or used any corporate or other organizational, or fictitious name other than
the corporate or other organizational name of Borrower or such Subsidiary on the Closing Date. All frade
names or styles under- which Borrower or any Subsidiary sells Inventory or Equipment or creates
Accounts, or to which Instruments in payment of Accounts are made payable, are listed on Schedule 4.27.

SECTION 4.28. Deposit Accounts, Schedule 4.28 is a complete and correct list of all Deposit Accounts
maintained by each Loan Party. .

SECTION 4.29. Survival of Representations and Warranties, Btc. All representations and warranties set
forth in this Article TV or any of the other Loan Documents (including any such representation, warranty
or statement made in or in connection with any amendment thereto) shall constitute representations and
warranties made under this Agreement. All representations and warranties made under this Agreement
shall be made or deemed to be made at and as of the Closing Date and at and as of the date of each Loan
(excluding, for certainty, rollovers and conversions), except that representations and warranties which, by
their terms are applicable only to one such date shall be deemed to be made only at end as of such date.
All representations and warranties made or deemed to be made under this Agreement shall survive and
not be waived by the execution and delivery of this Agreement, any investigation made by or on behalf of
-the Administrative Agent or any Lender or any borrowing hereunder.

ARTICLE V

Cornditions
_ . The obligation of each Lender to make Loans hereunder and the obligation of each
Operating Lender to issue, amend, extend or renew any Letter of Credit hereunder (each, a "Credit

Event") is subject to the satisfaction of the following conditions:

SECTION 5.01_, Al Credit Events. On the date of each Credit Event:

(a) The Administrative Agént and, where applicable, the Operating Lender or the Operating Tender,
shall have teceived a notice of such Credit Event as required by Section 2.03 or 3.02, -
“respectively. :
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(b

©

@

" The representations and warranties set forth in Article IV hereof and in the other Loan

Documents shall be true and correct in all material respects on and as of the date of such Credit
Event with the same effect as though made on and as of such date, except to the extent that such

© representations and warranties expressly relate to an earlier date.

At the time of and immediately after such Credlt Event, no Default or Event of Defanlt shall have
OCCUITH ed and be continuing.

At the time of and immediately after such Credit Event, there shall have occurred no event or
condition that has had, or would reasonably be expected to have, a Material Adverse Effect. '

Each Credit Event shall be deemed to constitute a represcntation and warranty by Borrower on the date of -
such Credlt Event as to the matters spec:ﬁed in garam'aghs (b) and (¢) of this Section 5.01.

SECTION 5.02. CODdithl‘.S Precedent to the Closing Date. Notwithstanding any other provision of this
Agreement, the effectiveness of this Agreement, the Lenders’ obligation to make the initial Loans and the
Operating Lender’s obligation to issue the initial Letters of Credit are subject to the fulfillment or waiver
by the Lenders of each of the following conditions prior to or contemporaneousiy with the making of such
Loan or issnance of such Letters of Credit:

(a)
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C]osmg Documents. The Administrative Agent shall have received each of the following
documents, all of which shall be sausfactory in form and substance to Administrative Agent and
Lenders’ Counsel:

(i) this Agreement, comp]ete with Schedules and Exhibits duly executed and delivered by
-  the Parties hereto;

(i1) certified copies of the Organizational Documents of each Loan Party as in effect on the
Closing Date' ' '

(iii)  certified copies of all corporate action, mcludmg partnership or sharehoidar approval, if
‘ necessary, taken by each Loan Party to anthorize the execution, delivery and performance
of this Agreement and the other Loan Documents and the Borrowmcrs under T}ns

. Agreement; :

(iv)  certificates of incumbency and specimen signatures with respect to each of the officers of
each Loan Party who is anthorized to execute and deliver this Agreement or any other
I.oan Document on behalf of such Loan Party or any document, cestificate or instrument
to be delivered in connection with this Agreement or the other Loan Documents a.nd to
request borrowings under this Aﬁreement

(v) a certificate evidencing the good standing of each Loan Party in the jurisdiction of its

- incorporation and in each other jurisdiction in which it is qualified as a foreign
. corporation to transact business (to the extent apphcable in snch Loan Party’s jurisdiction
of formation or incorporation);.

(vi) fmaﬂcmo statements duly executed and delivered (where required) by each Loan Party, .

© ' and evidence satisfactory to-the Administrative Agent that financing staternents have
been filed in each jurisdiction where such filing may be necessary of appropnaie to
perfect the Administrative Agent's security inferest in the Collateral;
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(vii)

(vif)

(ix)

)

the Security Documents, duly executed and delivered by each applicable Loan Party or
shareholder, together with stock certificates where applicable (or other certificates in
respect of Equity Interests) and blank stock powers (or equwaleﬁt) for all Eqguity Interests
of each Loan Party;

certificates or binders of insurance relating to each of the policies of insurance covering.
all of the Collateral together with loss payable clauses which comply with the terms of
the Secunty Agreements;

the openjng Borrowiﬂg Base Certificate for Borrower and the Subsidiaties prepared as of .
the Closing Date {(based on the Period 9 balance sheef) duly executed and delivered by

the chief financial officer or most senior financial officer of Borrower;

a letter from Borrower to the Administrative Agent requesting the initial Loans and

- specifying the method of disbursement;

(x1)

- {(xii)

(1)

(xiv)

(x)
(xvi)

(xvii)
(xviii)

(xix) .

VANQL: 2416633 v9

copies of all the financial statements referred to in Section 4.05 and meeting the
requirements thereof;

a consollidated balance sheet of Borrower as of September 8, 2007 prepared by Borrower
on a pro forma basis, giving effect to the Transactions and setting forth the assumptions
on which such balance sheet was prepared, : -

a certificate of a Responsible Officer on behalf of Borrower stating that, to the best of his

knowledge and based on an examination sufficient to enable him to make an informed

staternent, (a) all of the representations and warranties made or deemed to be made under

this Agreement are true and comrect as of the Closing Date in all material respects, both

with and without giving effect to the Loans to be made at such time and the application of

the proceeds thereof, and the consummation of the Transactions, and (b) no Default or
Event of Default exists;

signed opinions of Stikeman Elliott LLP, Kirkland and Ellis LLP, Balfour Moss LLP,
Mayer Brown . LLP, Stewart McKelvey and such other local counsel as the
Administrative Agent shall deem reasonably necessary or desirable, opining as to snch
matters in connection with this. Agreement as the Administrative Agent or Lenders’
Counsel may reasonably request;,

im'tial Notice of Borrowing executed by Borrower;

Compliance Certificate for Borrower, duly executed By Borrower;

direction to pay, duly executed by Borrower;

a Written statement of sources and uses of funds for the Transactions; and

copies of each of the other Loan Documents duly executed by the partles thereto with
evidence reasonably. satisfactory to the Administrative Agent and Lenders’ Counsel of
the due authorization, binding effect and enforceability of each such Loan Document on

each such party and such other documents and instriiments as the Administrative Agent
may reasonably request.
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S () Prrchase Transaction.

@

(i)

(1i1)

(1)

(V)

(vi) -

The Lenders and the Administrative Agent shall be satisfied in all respects with their due
diligence and review of the assets to be acquired by Loan Parties pursuant to the Purchase’
Agreement, including all employment contracts of the Loan Parties.

‘The Administrative Agent shall ‘have received a dne diligence report from RSM

McGladrey, in each case with respect to the Loan Parties and the otber assets to be
acquired by the Loan Parties pursuant to the Purchase Agreement, the results of which
shall be satisfactory to the Administrative Acrent in its discretion.

On the Closing Date, the Purchase Transaction shall have been consnmmated in |
accordance with all applicable laws and the terms and provisions of the Purchase
Agreement, without any amendment or waiver of any material provision thereof (except
as may have been agreed to in writing by the Required Lenders), and the Administrative
Agent shall have recelved an officer’s certificate to such effect and certified copies of the
Purchase Agreement and all other purchase documents as in effect on the Closing Date,
in substantiaily the forms of such documents delivered to the Administrative Agent prior
to the Closing Date. In addition, Bormrower shall use commercially reasonable efforts to
cause all opinion letters, if any, delivered in connection with the Purchase Transaction to
be addressed to the Administrative Agent and the Lenders, or to be accorapanied by a
written anthorization from the firm delivering such opinion letter stating that the
Administrative Agent and the Lenders may rely on such opinion letter as though it were
addressed 0 them.

The purchase price pald in respect of the Purchase Transaction sha]l not exceed
$85,500,000, excluding transaction costs and experises, the repayment of indebtedness
and subject to workmg capital adjustments.

The aggregate amount of mdebtadness bemc repaid in respect of the Purchase
Transaction shall not exceed $10,776,278.90.

after giving effect to the Transactions, (A) Audax shall beneficially own, directly or
indirectly, at least 70% of each of the voting and economic Hquity Interests in Holdco;
(B) Holdco shall beneficially own 100% of the voting and economic Equity Interests of A
the Borrower; and (C) Holdco shall beneficially own, directly or indirectly, 100% of the
voting and economic Bquity Interests of the Subsidiaries (except that the 100% figure
above shall be 51% in the case of NorthStar Cover-All, LLC and 95% in the case of
Cover-Al] Deutschland GmbH) .

(@) Eqﬁitv Contribution. Simultansously with the consurumation of the fransactions contemplated by

this Agreement, on the Closing Date, Andax shall have contributed not less than $28,000,000 of
cash equity, to Holdco. '

{d) Subordinated Loan. Simultaneously with the consummation of the transactions contemplated by

‘this Agreement, on the Closing Date the Borrower shall have received gross proceeds of the

" Subordinated Loan of not less than $15,000,000, and the Intercreditor Aoreement shall have been
entered into.

(&) Due Diligence Rewew The Adrmmstrauve Agent and the Lenders shall be sausﬁed n all

respects wzth the results of their due diligence and review of the Loan Parties, mcludmcr the
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@

(g)

(h)

@

®

() -

orgamizational structure of the Loan Parties, management and management operations of the Loan
Parties, and operating, information, management, technical; financial control and other systems of

the Loan Parties

Total Leverage Ratio. The Lenders and the Administrative Agent shall have received evidence -
satisfactory to them that Borrower's Total Leverage Ratio, calculated on a pro forma basis after
giving effect to the closing of the Transactions and using consolidated Indebtedness of Borrower .
and the Subsidiaries after giving effect to the incurrence of the initial Loans and the closing of the
Purchase Transaction in accordance with the terms of the Purchase Agreement, does not exceed -
4.35 t0 1.00.

Semor Leverage Ratio. The Lenders and the Administrative Agent shall have received evidence
satisfactory to them that Borrower's Senior Leverage Ratio, calculated on a pro forma basis after
giving effect to the closing of the Transactions and using consolidated Indebtedness of Borrower
and the Subsidiaries after giving effect to the incurrence of the initial Loans and the closing of the
Purchase Transaction in accordance with the terms of the Purchase Agreement, does not exceed
3.20 to 1.00. :

No Injunctions. Conflicts. etc. No action, suit or proceeding (including any inquiry or
investigation) by any entity (private or governmental) shall be pending or threatened (x) with
respect to the facilities or any related documentation or (y) with respect to the Transactions or any
Ioan Party or the assets to be acquired under the Purchase Agreement which in the case of any or
all litigation described in this sub-clanse (y) the Administrative Agent shall determine counld have
a materially .adverse effect on the Transactions, the assets to be acquired under the Purchase
Agreement or the business, assets, liabilities, results of operations or condition (financial or
otherwise) of the Loan Partits. The Lenders and the Administrative Agent shall have been
provided with such information regarding the status of all material litigation pending against the
Loan Parties, and shall be reasonably satisfied in all respects with the status of such litigation,
After giving effect to the Transactions, the financings incuired in connection therewith and the
other tramsactions contermplated thereby, there shall be no conflict with, or default under, any
Material Contract. 7 ' '

No Default. No Defanlt or Event of Default shall have occurred and shall then be contmuiﬁg on

such date or will occur after giving effect to this Agreement. ‘

_Approyvals. All necessary governmental (domestic and foreign) and third party approvals and/or

consents im connection with the Transactions and otherwise referred to herein or therein' shall
have been obtained and remain in effect, and all applicable waiting periods shall have expired
without any action being taken by any competent authority which, in the judgment of the
Administrative Agent, testrains, prevents or imposes materially adverse conditions upon the
consummation of the Transactions including all filings required to be made and any- approval
required to be received (including any action required to be taken as a condition thereto) pursuant
to the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended. Additionally, there
shali not exist any judgment, order, injunction or other restraint prohibiting or imposing material

adverse conditions upon the Transactions or the transactions contemplated by this Agreement.

No Material Adverse Effect. On or prior to the Closing Date, nothing shall have occurred (and
peither the Administrative Agent nor any Lender shall have become aware of any facts or
conditions not previously known) which the Administrative Agent shall reasonably determine has

or is reasonably likely to have a Material Adverse Effect on the rights or remedies of the Lenders

or the Administrative Agent, or on the ability of the Loan Parties to perform their obligations to
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(1)

(n)

: (_0)

(p)
(@)

@

the Lenders or which is reasonably likely to constitute or give rise to ahy condifion or change that
would reasonably be expected to have a Material Adverse Effect on the business, assets,
liabilities, results of operations or financial condition of the Loan Parties, taken as a whole.

Release of Liens. The Administrative Agent shall have received evidence satisfactory to them of
the release and termination of all Liens on the property of the Loan Parties other than Liens
permitted under Sectlon 71.02.

Environmental Review. Borrower shall have dehvered to the Administrative Agent such
environmental reports and surveys pertaining to any real property owned or leased by any of the
Loan Parties as the Administrative Agent and the Lenders may reasonably request, and the
Administrative Agent and the Lenders shall be satisfied in all respects with the results of the
environmental doe diligence relatmg to such real property. '

Minimum Operating Cash Flow. The Lenders and the Administrative Agent shall have received
evidence satisfactory to them that Borrower's consolidated Operating Cash Flow, calenlated fof

‘the twelve month period throngh the end of Period 8, equals or exceeds $12,850,000.

Fess. All reasonable costs, fees (inclnding for certainty all fees payable pursuant to the fee letter
of even date herewith from the Lead Arranger to the Bomower), expenses (including the

- reasonable legal fees and expenses of Lenders” Counsel, US counsel to the Lenders, and such

other local counsel or agents retained by the Lenders in connection with the Loans) and other
compensation contemplated thereby, payable to the Lead Arranger, the Adm:mstratwe Agent and
the Lenders shall have been paid on the Closing Date. '

Borrower’s Deposit Account. In order to facilitate the Operating Lender’s provision of the
Operating Facility, the Borrower shall maintain a Deposit Account with a branch of the Operating
Lender.

German Secured Indebtedness. The German Secured Indebtedness. that is mot fully cash-
collateralized shall not exceed €162,500, and the Administrative Agent shall have been provided
with evidence thereof in form satisfactory to it, acting reasonably.

Genman Non-Prepavable Indebtedness. The Gennan Non-Prepayable Indebtedness shall not

exceed €87,500, the Liens granted in respect thereof shall secure no more than €37,500 thereof

and shall secure only the Accounts of Cover-All Deutschland GmbH, and the Administrative

Agent shall have been provided with evidence thereof in form satlsfactory to it, acting reasonably.
ARTICLE VI

Affirmative Covenants

Borrower covenants and agrees with each Lender, the Administrative Agent and the

Operating Lender that until the Obligations are paid in full (other than contingent indemnity Obligations),
and, unless the Required Lenders shall otherwise consent in writing, it will, and will canse each of the
Guarantors to:

SECTION 6.01. Preservation of Existence and Similar Matters. Preserve and maintain its corporate or
-other organizational existence, rights, franchises, licenses and privileges in the jurisdiction of its
formation (which shall not change without the pmor writien consent of the Administrative Agent) and
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qualify and remain qualified as a foreign corporation or other organization and authorized to do business
" in each jurisdiction in which the character of its properties or the nature of its business requires such
qualification or authorization, except where the failure to be so qualified as a foreign corporation or other
. organization could not reasonably be expected to have a Material Adverse Effect; and provide to the
Administrative Agent as soon as reasonably possible with a certificate of good standing (or similar -
document) in each case where a Loan Party has qualified as an extra-provincial corporation, or has
“otherwise qualified to transact business in a new jurisdiction. :

SECTION 6.02. Insurance. Keep its insurable properties adequately insured at all times by financially
sound and reputable insurers; maintain such other insurance, to such extent and against such risks,.
including fire and other risks msured against by extended coverage, as is usually maintained in the same
general area by companies engaged in the same or similar businesses, including public liability insurance
"against claims for personal injury or death or property damage occurring upon, in, about or in connection
with the use of any properties owned, occupied or confrolled by it or the use of any products sold by it;
and maintain such other insurance as may be required by law. ' '

SECTION 6.03. Payment of Taxes and Claims. Pay or discharge when due (a) all taxes, assessments and
governmental charges or levies imposed upon it or upon its income or profits or upon any properties
belonging to it, and (b) all lawful claims of builders, materialmen, mechanics, carriers, warchousemen
and landlords for labour, materials, supplies and rentals which, if unpaid, might become a Lien on any
properties of Borrower or such Subsidiary, except that this Section 6.03 shall not require the payment or
discharge of any such tax, assessment, charge, levy or claim (1) which is being contested in good faith by
appropriate proceedings and for which adequate reserves have been established in accordance with GAAP
and such contest operates to suspend enforcement of a Lien and there is no material risk of forfeiture of
* such property or (ii) the failure of which to pay or discharge would not reasonably be expected to result in
a Material Adverse Effect. S ' ' _ : '

SECTION 6.04. Financial Statements, Reports. etc. Fumnish to the Administrative Agent and each
Lender: ' : ‘ .

(2) ~ - within 90 days after the end of each Fiscal Year (but 120 days after the end of Fiscal Year 2008),
its consolidated balance sheet and related statements of operations, stockholders' equity and cash
flows, showing the financial condition of Borrower and the Subsidiaries as of the close of such
Fiscal Year and the results of its operations and the operations of such Subsidiaries during such
Fiscal, all audited by Hergott Duval Stack & Partners or other independent auditors of recognized )

- national standing; ' :

® within 30 days after the end of each Period, its unaudited consolidated balance sheet and related

: statements of operations, stockholders' equity and cash flows, showing the financial condition of
Borrower and the Subsidiaries as of the close of such Period and the results of its operations and
the operations of such Subsidiaries during such Period and the then-elapsed portion of the Fiscal
Year (it being understood that such information shall be in reasonable detail);

" (©) within 45 days after the end of cach Fiscal Quarter, its unaudited consolidated balance sheet and

- related statements of operations, stockholders' equity and cash flows (including a comparison to
the previous year's actual results (and current year's budget)), showing the financial condition of
Borrower and the Subsidiaries as of the close of such Fiscal Quarter and the results of its
operations and the operations of such Subsidiaries during such Fiscal Quarter and the then-
elapsed portion of the Fiscal Year (it being understood that such information shall be in
'reasonable detail and certified by a Financial Officer of Borrower, as fairly presenting in all
material respects the financial condition and results of operations of Borrower and the
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(d)

(e)

®

(g) .

(h)

(@)

Subsidiaries on a consolidated basis in accordance with GAAP, subject to normal year-end audit
adjustments and the absence of notes); -

concurrently- with any delivery of financial statements of Borrower under paragraphs (a) and (c)
above, a duly completed compliance certificate in the form of Exhibit ¥ (a "Compliance
Certificate"), with appropriate insertions, dated the date of such annual report or such quarterly
statements and signed by a Financial Officer of Borrower, containing (i) a written statement to the
effect that such officer has not become aware of any Defauit or Event of Default that has occurred
and is contiriuing or, if there is any such event, describing it and the steps, if any, being taken to
cure it, (i) a written statement of Borrower's management setting forth a discussion of Borrower's
consolidated and consolidating financial condition, changes in financial condition and results of
operations and (iii) a computation of each of the financial ratios and restrictions set forth in
Article VII and, in the case of a Compliance Certificate delivered concurrently with the financial
statements delivered pursuant to paragraph (a) above, a computation of Excess Cash Flow;

promptly after the same become publicly available, copies of all periodic and other reports, proxy
statements and other materials filed by Borrower or any of the other Loan Parties with the
Securities and Exchange Comimission, or any Governiental Authority succeeding to amy of or all
the functions of such Commission, or with any securities commission of any Canadian province,
or with any Canadian or U.S. securities exchange, or distributed to any such Person's shareholders

(other than to Botrower or any of the Subsidiaries), as the case may be; o '

" 1o later than 30 dayé after the end of each Fiscal Year, forecasted financial statements, prepared
' by Borrower, consisting of a consolidated balance sheet, cash flow statement and income

staternenit of Borrower and the Subsidiaries on a consolidated basis, reflecting projected
borrowings hercunder and setting forth the assumptions on: which such forecasted financial
statements were prepared, covering the one-year period until the next Fiscal Year cnd and
prepared on a- Period-by-Period basis; all such projected financial statements shall contain
projected calculations of the covenants contained in Sections 7.13, 7.14,Section 7.15, and Section .
7.16;

within 20 days after the end of each Period of Borrower, a Borrowing Base Certificate dated as of
the end of such Period and executed by a Financial Officer on behalf of Bomrower; provided that
(i) Borrower may deliver a Borrowing Base Certificate more frequently if it chooses and (ii) at

. any time an Event of _Default exists, Administrative Agent may require Borrower to deliver
. Borrowing Base Certificates more frequently.

concurrently with the delivery of the Borrowing Base Certificate required by paragra h a
schedule of Eligible Accounts and Eligible Inventory as of the last Business Day of such Fiscal
Quarter, in form reasonably satisfactory to the Administrative Agent, setting forth a detailed aged-
trial balance of all of Borrowers” and the Subsidiaries’ then existing Eligible Accounts, specifying
the name of and the balance due from (and any rebate due to) each Account Debtor obligated on
an Eligible Account so listed, and including a breakdown of Eligible Inventory by warehouse
locations of the Loan FParties; and

promptly from time to time, such other information regarding the operations, business affairs and
financial condition of Borrower and the Subsidiaries, or compliance with the terms of any Loan
Document, as the Administrative Agent or any Lender may reasonably request.

SECTIONV 6.05. Inter-Corporate Debt. Furnish to the Administrative Agent an originally executed copy
of any secured promissory note, other instrument or chattel paper held by a Loan Party and evidencing
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inter-corporate debt, along with copies of any other agreements related to such inter-corporate debt (if
any). :

SECTION 6.06. Liﬁgation and Other Notices. Fumish-to the Administrative Agent written notice of the
following promptly upon a Responsible Officer of Borrower or any Subsidiary obtaining knowiedge
thereof: '

(a) any Event of Default or Default, specifying the nature and extent thereof and the corrective action
(if any) taken or proposed to be taken with respect thereto;

(b) . the filing or commencement of, or any written notice to any Loan Party of the intention of any
Person to file or commence, any action, suit or proceeding (whether at faw or in equity or by or
before any Governmental Authority or any arbitrator) against any Loan Party or any Affiliate
thereof that, if adversely determined, could result in monetary liability in excess of $500,000 or
have a Material Adverse Effect; - o : : R

(c) " the occurrence of any Pension Plan Event that, alone or together with other Pension Plan Event,
' could reasonably be expected to result in liability of Borrower or any of the Subsidiaries i an
aggregate amount exceeding $500,000; :

(d) any material amendment of any Organizational‘ Document of Borrower or any Subsidiary of
Bormrower which is adverse to the Lenders; : .

(&) aﬁy change in the business, assets, Habilities, financial condition, Tesulis of operations or business
prospects of a Loan Party which, or any event which, has had or wonld reasonably be expected to
have any Material Adverse Effect and any change in the executive officers of Boirower;

{H any event that constitutes or that, with the passage of time or giving of notice or both, will
constitute a Defanlt or Event of Default by a Loan Party under any material agreeinent (other than
“this Agreement) to which such Loan Party is a party or by which such Loan Party or any of its
property may be bound if the exercise of remedies thereunder by the other party to such
agreement would reasonably be expected to- have, either individually or in the aggregate, a
Material Adverse Effect; and c :

g)  any material demands, notices of default or other material notices received or delivered by any
Loan Party under or pursuant to the Purchase Tramsdction, including without limitation the
Purchase Agreement, or under any renewals, replacements, consolidations, substitutions and
extensions of any of the foregoing,.

SECTION 6.07. Maintaining Records; Access to Properties and Inspections. Mamtain its books and
records in accordance with sound business practices sufficient to allow the preparation of financial
statements in accordance with GAAP; permit any Lender or the Administrative Agent or any
- representative thereof to inspect the propertiés and operations of the Loan Parties; and permit, at any
reasonable time and with reasonable notice (or at any time without notice if an Event of Default exists),
any Lender or the Administrative Agent or any representative thereof to visit any or all of its offices, to
discuss its financial matters with its officers and its independent anditors (and Bosrower hereby authorizes
such independent anditors to discuss such financial matters with any Lender or the Administrative Agent
or any representative thereof provided that a Loan Party is given the opportunity to be present for such),
and to examine (and, at the expense of the Loan Partics, photocopy extracts from) any of its beoks or
other records; and at any reasonable time and with reasonable notice permit the Administrative Agent and
- its representatives'to inspect the Inventory and other tangible assets of the Loan Parties, to perform
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appraisals of the equipment of the Loan Parties, and to inspect, andit, check and make copies of and
extracts from the books, records, computer data, computer programs, journals, orders, receipts,
correspondence and other data relating to Inventory, Accounts and any other Collateral. All reasonable
costs of such inspections or audits by the Administrative Agent shall be at Bomrower's expense, provided
that, so long as no Default or Event of Default exists, Borrower shall not be required to reimburse the
- Administrative Agent for Collateral inspections or andits more frequently than once each Fiscal Year.

SECTION 6.08. Use of Proceeds. - Use the proceeds of Loans and reguest the issuance of Letiers of
Credit only for the purposes set forth in the recitals to this Agreement. No part of the proceeds of any |
Loan will be used, whether directly or indirectly, for any purpose that entails a violation of any of the
Regulations of the Board, including Regulations T, U and X, :

SECTION 6.09. Compliance with Law. Comply with the requirements of all applicable laws (including
Environmental Laws), rules, regulations and decrees, directives and orders of any Governmental
Authority that are applicable to it or to any of its properties, except where non-compliance could not
reasonably be expected to have a Material Adverse Effect.

SECTION 6.10. Further Assurancesv.

{a) Execnte any and all further documents, financing statements, agreements and instruments, and
take all further action (including filing PPSA, UCC and other financing statements, registrations,
mortgages and deeds of trust), that may be required under applicable law or which the Required
Lenders or the Administrative Agent may reasomably reguest, in order to effectuate the
transactions contemplated by the Loan Documents and in order to grant, preserve, protect and
‘perfect the validity and priority of the security interests and hypothecs created or intended fo be
created by the Security Documents, - S '

() . Cauose each Subsidiary (including, for certainty, Cover-All Building Systems Inc., the entity
resulting from the amalgamation of the Borrower and Cover-Adl Buildings Systems Inc. which
shall occur after the Closing. Date) to become a party to- such Security Documents and Gf

- applicable) a Guarantee Agreement as may be reasopably requested by the Administrative Agent.

(c) From time to time, Borrower-and the Subsidiaries will, at their cost and expense, promptly secure
~ the Obligations by pledging or creating, or causing to be pledged or created, perfected security
interests with respect to such of the assets and propérties of the Loan Parties as the Administrative
Agent or the Required Lenders shall reasonably request (it being understood that, subject to the
limitations set forth in this paragraph (c), it is the intent of the parties that the Obligations shall be
_secured by substantiaily all ‘of the assets of the Loan Parties (including real and personal
properties acquired after the Closing Date). Such security interests and Liens will be created
under the Security Documenis and other security agreements, mortgages, deeds of trust and other
instruments and documents in form and substance reasonably satisfactory te the Administrative
Agent, and Borrower and the other Loan Parties shall deliver or canse to be delivered to the
Lenders all such instruments and documents (including customary legal opinions, title Insurance
policies or title opinions and lien searches) as the Administrative Agent shall reasonably request
to evidence compliance with this paragraph (c). Borrower and the otber Loan Parties agree to
provide such evidence as the Administrative Agent shall reasonably request as to the perfection -
and priority status of each such securify interest and Lien.

SECTION 6.11. Material Contracts. Maintain in full force and efféct (including exercising any available
renewal option), and without amendment or modification, each Material Contract, unless the failure so to
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maintain any such Material Confract (or any amendment or modification thereto) could not, individually
or in the aggregate, be reasonably expected to have a Material Adverse Effect. '

SECTION 6.12. Environmental Matters.

(a) Promptly give notice to the Administrative Agent upon becoming aware of (i) any violation of
any. Environmental Law, (i) any claim, inguiry, proceeding, nvestigation or other action,
including a request for information or a notice of potential liability under any Environmental
TLaw, by or from any Governmental Authority or any third party claimant or (iii) the discovery of
the release of any Hazardous Material at, op, under or from any of the Real Properties or any
facility or equipment thereat in excess of reportable or allowable standards or levels under any
Environmental Law, or in a manner or amount that would result in Liability in excess of $300,000
under any Environmental Law, or have a Material Adverse Effect.

(b) Upon discovery of the presence on any of the Real Properties of any Hazardous Material that is in
violation of, or that could result in liability in excess of $200,000 under, any Environmental Law,
or have a Material Adverse Effect, take or cause to be taken all necessary steps to initiate and
expeditiously complete all remedial, corrective and other action to eliminate any such adverse
effect, and keep the Administrative Agent reasonably informed of such actions and the results
thereof. '

SECTION 6.13. Condnct of Business. Engage only in businesses in substantially the same fields as the

businesses condncted on the Closing Date and in similar or related businesses that are reasonable

extensions or additions to Borrowers' business on the Closing Date. - '

SECTION 6.14. Accuracy of Information. Canse all written information, reports, certificates, financial
staterments, other instruments, and other papers and data (other than projections, pro formas, budgets and .
general economic or industry data) produced by or on behalf of Borrower or any other Loan Party and
furnished to the Administrative Agent or any Lender, whether pursuant to this Article VI or any other
provision of this Agreement or any of the other Loan Documents to be, at the time the same were so
furnished, when taken as a whole, complete and correct in all material respects to the extent necessary to
sive the recipient a materially true and accurate knowledge of the subject matter. "

SECTION 6.15. Revisions or Updates to Schedules. Should any of the information or disclosures
provided on any of the Schedules originally attached hereto become outdated or incorrect in any material
respect, provide at such time it submits its Compliance Certificates to the Administrative Agent and each
Lender such revisions or updates to such Schedule(s) as may be necessary or appropriate to update or
correct such Schedule(s); provided, that no such revisions or updates to any Schedule(s) shall be deemed
to have cured any breach of warranty or representation resulting from the inaccuracy or incompleteness of
any such Schedule(s) unless and until the Required Lendess, in their sole discretion, shall have accepted
in writing such revisions or updates to such Schedule(s). The Required Lenders shall be deemed to have
accepted any such revisions or updates if they do not object to such revisions or updates within 30 days of
receipt thereof. ' i

SECTION 6.16. Deposit Accounts. In order to facilitate the Adrministrative Agenf's and the Lenders'
maintenance and monitoring of their security interests in the Collateral, within 45 days after the Closing
Date, canse all Deposit Accounts of the Borrower to be maintained with the Administrative Agent, and
with respect to Deposit Accounts of the other Loan Parties which exist but are not maintained with the
Administrative Agent, cause ail such Deposit Accounts to be subject to a first priority perfected Lien in
favour of the Administrative Agent, for the benefit of the Beneficiaries, and (with réspect to all Loan -
Parties formed or incorporated in the United States and, if applicable in the UK and Germany) cause any
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applicable depositary financial institution to enter into a Deposit Account Piedge Agreement with Tespect
to snch Deposit Accounts (other than (i) payroll, tax withholding and trust accounts and (ii) any Deposit
. Accounts with an average monthly balance of less than $1,000).

SECTION 6.17. Holdco. Cause Holdeo to engage in no business or activities other than (i) its ownership

of the Equity Interests of Borrower and Cover-All U.S. Holding Corp., (it) management of Holdco and its -
Subsidiaries, (iii) the issuance of capital stock of Holdeo and the investment of any proceeds therefrom in

Borrower, and (iv) entering into contracts and incuming other obligations in the ordinary cause of

business of Holdco and its Subsidiaries, provided, that af no time shall Holdco own any property or assets

other than the Equity Interests of Borrower and U.S. Newco. :

SECTION 6.18. Interest Rate Protection

Within 120 days after the Closing Date, enter into a Swap Agreement with a term of at Jeast two and a
half years on an ISDA standard form to hedge the interest rate with respect to not less than 35% of the
principal amount of the Term Loans in form and substance reasonably satisfactory to the Administrative

Agent.

SECTION 6.19. Pension Plans

()

- (B)

(c)

(d)

The Borrower shall ensure that ail pension schemes operated by or maintained for the benefit of

" members of the Loan Parties and/or any of their employees are fully funded based on the

minimum funding requirement under Section 56 Pensions Act 1995 or the statutory funding
objective under Section 222 Pensions Act 2004 and that no action or omission 1is taken by any
T.oan Party in relation to such a pension scheme which has or is reasonably likely to have a
Material Adverse Effect (including, without limitation, the termination or commencement of
winding-up proceedings of any such pension scheme or Loan Party ceasing to.employ any
member of such a pension scheme). ' ' -

The Borrower shall ensure that no Loan Party is or has been at any time an employer (for the
purposes of Sections38-51 of the UK. Pensions Act 2004) of an occupational pénsion scheme
which is not a money purchase scheme (both terms as defined in the UK Pension Schemes Act
1993) or "connected" with or an "associate”.of (as those terms are under in Sections 39 or 43 of
the UK Pensions Act 2004) such an employer. '

The Borrower shall deliver to the Administrative Agent at such times as those reports are
prepared in order to comply with the ‘then curent statutory or auditing requirements (as
applicable either to the trustees of any relevant schemes or to the Borrower, actuarial reports in
relation to all pension schemes mentioned in Section 6.19 (a). : '

The Borrower shall ﬁromptly notify the Administrative Agent of any material change in the rate
of contributions to any pension schemes mentioned in Section 6.19 (a} paid or recommended to
be paid (whether by the scheme actuary or otherwise) or required (by law or otherwise).

. SECTION 6.20. Notice of Defaults.

Promptly give written motice to the Administrative Agent of any default by a Loan Party under its

" QOrganizational Documents in any material respect, or the occurrence of any event which has not been
remedied, cured or waived (i) that constifutes a Default or an Event of Default or (ii) that constitittes or
that, with the. passage of time or giving of notice, or both, would constitute a default or event of default by
Borrower or any Subsidiary under any Material Contract (othex than this Agreement) or judgment, decree
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"or order-to which Borrower or any Subsidiary is a party or by which Borrower or any Subsidiary or any of
their respective properties may be bound or which would require Borrower or any Subsidiary to make any
payment thereundes in excess of $300,000 prior to the scheduled maturity date therefor,

SECTION 6.21. German Conditions Precedent.
(i) Satisfy each of the German Conditions Precedent within 30 days of the Closing Date, and (i) use

commercial best efforts to obtain such consents as may be necessary to prepay or cause to be prepaid the
German Non-Prepayable Indebtedness and obtain the release and discharge of all Liens in respect thereof.

ARTICLE VII

Negative Covenants

Rorrower covenants and agrees with each Lender, the Administrative Agent and the
Operating Lender, until the Obligations are paid in full (other than contingent indemnity obligations) and,
unless the Required Lenders shall otherwise consent in writing, it will not, and will not cause or permit
any of the Guarantors to: - Co .

" SBCTION 7.01. Indebtedness. Create, incur, assume OT permit to exist any Indebtedness, except, without
duplication: : '

(a) the Indebtedness created hereunder and under the other Loan Documents;
{b) the Subordinated Loan;

(c) the Tndebtedness existing on the Closing Date and listed on Schedule 4.23 and refinancings -
thereof; : : '

(d) Capital Lease Obligations, and Obligations in res-péct of mortgage and purchase money
financings, such that the sum of the Indebtedness thereby created, incurred or assumed {including
such Indebtedness of NorthStar Cover-All, LLC) shall not exceed at any time outstanding
$1,500,000; : ' : '

(e) Subject to Section 7.21, Indebtedness created pursuant to any Swap Agreement that has been

entered into (i) to hedge or mitigate risks to which a Loan Party has actual exposure (other than

" those in respect of Equity Interests) or (ii) to effectively cap, collar or exchange interest rates

(from fixed to floating rates, from one floating rate to another floating rate or otherwise) with
respect to any interest-bearing liability or investment of a Loan Party; '

69} intercompany loans and advance$ permitted by Section 7.05;

{g) Tndebtedness of any Person acquired by a Loan Party in a Permitted Acquisition and assumed by
such Loan Party pursuant to such acquisition (including any refinancing, renewal or replacement,
in whole or in part, thereof at the time of assumption thereof or from time to time thereafter),
provided that (i) such. Indebtedness was not incurred in contemplation of such acquisition and
(ii) the agsregate principal amounnt of such Indebtedness at any time outstanding shall not exceed
$500,000, ’ ' : :
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accounts payable (for the deferred purchase price of property or services) from time to time
incorred in the ordinary course of business; :

* Indebtedness with respect to surety bonds, appeal bonds or customs bonds required in the

ordinary course of business or in connection with the enforcement of rights or claims of any Loan

Party;
" Subordinated Debt;

obligations arising with respect to customary indemmification obligations or purchase pnce
adjustments in favonr of purchasers in connection with Asset Sales permitied hereunder;

Indebtedness consisting of deferred purchase price or notes issued to ofﬁcers, directors and
emplayees to purchase or redeem equity interests to the extent that such purchases or redemptions
are otherwise permitted hereunder (or options or warrants or similar instruments) of a Loan Paxty;

Indebtedness arising from agreements prowdmg for indemnification, ad]ustment of purchase
price or similar obligations, or from gnarantees or letters of credit, securing the performance of

such Borrower or Subsidiary pursuant to such agreements, in compection with Permitted
~Acquisitions permitted hereunder;

obligations under incentive, non-compete, consulting, deferred compensation, or other similar
arrangements incurred by it; A '

Tndebtedness incurred in connection with the financing of insurance prémimns;

Indebtedness in the ordinary course of business in respect of overdraft protectlons and otherwise

~ in connection with deposrc accounts

endorsement of instruments for deposit or collection in the ordinary course of business, and
gnarantees of guarantees incurred for the bepefit of any other Loan Party if the primary obligation
is pemutted elsewhere in this Section 7.01;

Indebtedness arising under German law in respect. of elderly part-time employees
(Alter steilzeitgeselz);

German Secured Indebtedness existing only during the period begmmnw on the Closing Date and
ending 30 days thereafter;

German Non—Prepayable Indebtedness; and

other Indebtedness of Borrower and the Submdmnes mcurr&:d in the ordmary course of business,
that does not exceed, in an aggregate amouut at any time outstanding, $1,000,000.

‘SECTION 7.02. Liens.

(a)

Create, incur, assume or perrmt to exist any Lien on any property or assets (mcludmcr stock or
other securities of any Person) now owned or bereafter acquired by it or on any income or
revenues or rights in respect of any thereof, except:

(1) . Permitted Liens;
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