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1. Introduction

1.1 Initiation of CCAA proceedings

On February 1, 2008, Backbay Retailing Corporation and Gray’s Apparel Company Ltd., both corporate
entities that together own Mariposa Stores Limited Partnership (“Mariposa” or the “Company”)
(collectively, the “Petitioners”) filed for and obtained protection from its creditors under the
Companies’ Creditors Arrangement Act R.S.C. 1985, c. C-36, as amended ("CCAA”) pursuant to the
Order of this Honourable Court dated February 1, 2008 (the “Initial Order”). A copy of the Initial
Order is attached hereto as Appendix A. Pursuant to the Initial Order, Deloitte & Touche Inc. was
appointed as Monitor of the Petitioners (the “Monitor”) during this CCAA proceeding.

On February 11, 2008 counsel for the Petitioners made an application to Court to vary the Initial
Order. A copy of the Amended-Order ("Amended Order”) is attached as Appendix B.

As directed under paragraph 50 of the Amended Order, the Monitor has made the Amended Order,
and other information, available on its website at www.deloitte.com/ca/mariposa (the “Website”).

1.2 Role of Monitor

The Initial Order appointed Deloitte & Touche Inc. (“the Monitor”) as Monitor of the Petitioners. The
Monitor’s powers and duties include the following:

o monitor the Petitioners’ receipts and disbursements;

e report to this Court and the creditors at such times and intervals as the Monitor may deem
appropriate with respect to matters relating to the Property, the Business, the Restructuring
and such other matters as may be relevant to the proceedings herein;

e advise the Petitioners as to the preparation of the Petitioners’ cash flow statements and
reporting such financial and other information as required by the Debtor In Possession ("DIP”)
Lender;

e advise the Petitioners as to the development of any Plan authorized to be presented to the
creditors, and any amendments to the Plan;

e have full and complete access to the Property, books, records and management, employees
and advisors of the Petitioners, to the extent required to perform its duties arising under this
Order; :

¢ 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;

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

o take all reasonable steps to ensure that the Petitioners make payment of all required amounts
from their bank accounts or otherwise in the manner directed in this Order; and

e provide assistance to the Petitioners with respect to the Restructuring and the downsizing.

© Deloitte & Touche Inc. 1



2. Purpose, qualifications and restrictions of this
report

This report is the Monitor’s first report (the “First Report”) to the Supreme Court of British Columbia,
(the “Court”) and is intended to provide preliminary information pertaining to the initial activities of
the Company since the Initial Order was obtained on February 1, 2008.

The purpose of this First Report is to provide this Honourable Court with information in respect of the
following:

1. Legal proceedings subsequent to the Initial Order;

2. The status of the Company’s operations and key stakeholder relationships in the period
subsequent to its filing under the CCAA;

3. The Company’s financial position as at February 22, 2008;
4. The Company’s post-filing cash flow and liquidity;

5. The activities of the Company and its advisors since February 1, 2008 in relation to restructuring
the operations of the Companies and formulating a Plan of Arrangement or Compromise (the
“Plan”); and

6. The Petitioners’ request for the extension of these proceedings.

The information contained in this First Report has been obtained from the records of the Company and
is based on discussions with, and representations made by, management of the Company and other
professional advisors retained in this matter.

The financial information of the Company has not been audited, reviewed or otherwise verified by the
Monitor as to its accuracy or completeness, nor has it necessarily been prepared in accordance with
generally accepted accounting principles and the reader is cautioned that this report may not disclose
all significant matters about the Company. Additionally, none of our procedures were intended to
disclose defalcations or other irregularities. Were we to perform additional procedures or to undertake
an audit examination of the financial statements in accordance with generally accepted auditing
standards, additional matters may have come to our attention. Accordingly, the Monitor does not
express an opinion or provide any other form of assurance on the financial or other information
presented herein. The Monitor may refine or alter its observations as further information is obtained or
brought to its attention after the date of this report.

The financial projections attached to this report, were prepared by management (except where
noted). Although we have reviewed the assumptions underlying the projections for reasonableness,
financial projections, by their nature, are dependent upon future events, which are not susceptible to
verification. Actual results will vary from the information presented and the variations may be
material. We have not prepared a compilation as contemplated by Section 4250 of the Canadian
Institute of Chartered Accountants Handbook.

The Monitor assumes no responsibility or liability for any loss or damage occasioned by any party as a
result of the circulation, publication, reproduction or use of this report. Any use which any party
makes of this report, or any reliance or decisions to be made based on this report, is the sole
responsibility of such party.

All dollar amounts identified in this report are expressed in Canadian dollars, uniess otherwise
specified.
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‘3. Background

The Company operates a retail women'’s clothing chain which primarily targets women aged 18-34
years. The Company has been operating retail clothing stores in British Columbia since 1979 and has,
as of the date of this report, 68 locations across the country. The stores are located in retail mall
complexes which are situated in the following provinces:

e British Columbia;
e Alberta;

¢ Saskatchewan;

¢ Manitoba; and

e Ontario.

The Company has not had access to sufficient working capital for a number of years and has resulted
in the Company incurring operating losses. As a result of the Company not having sufficient working
capital, the Company has been unable to: retain or hire sufficient and qualified store operations
personnel; secure varied merchandise as they have been unable to post letters of credit; order
marketable inventory in sufficient quantities; promote and clear inventory; update or renovate stores;
and retain sufficient personnel for the head office operations.

3.1 Description of organization and corporate structure

The Petitioners are the two general partners of the Company and the sole limited partner of the
Company is Bronte Enterprises Ltd. ("Bronte”). Backbay Retailing Corporation is wholly-owned by
Mr. John McNamara and Gray’s Apparel Corporation Ltd., and Bronte are indirectly wholly-owned by
Mr. H.U. Cloppenburg of Germany.

The day to day management of the Company is conducted by Mr. McNamara who is the President and
Chief Executive Officer of the Company. Mr. McNamara is supported by Ms. Kal Bains who is the Vice-
President, Real Estate and Administration and by Mr. Douglas Bowley who is the Vice-President,
Finance and Logistics.

The Company employs approximately 550 people which consists of approximately 40-50 people
performing administrative and distribution related duties and the remainder, approximately 500-510
people, who are employed as hourly sales people and managers.

The owners of the Company also indirectly own Charles F. Berg Inc. ("Berg”) which is a United States
retail clothing store which sells the same or similar products as the Company. As indicated in the
Petition, Berg has filed for protection in the United States under Chapter 11 of the US Bankruptcy
Code. The Chapter 11 filing occurred on February 8, 2008. The 35 stores are located in the following
states:

e Alaska;

e Idaho;

¢ Montana;
e Oregon;

e Utah; and

e Washington.

© Deloitte & Touche Inc. 3



3.2 Historical operation results
The table below provides a summary of the historical operating results for the Company since their
fiscal year end, January 31, 2004:

11 months
ended
Jan 31 Jan 31 Jan 31 Jan 31 Dec 31
(000s) 2004 2005 2006 2007 2007
Income Statement
Revenue $ 30,378 $ 29,335 $ 30,619 $ 27,121 $ 24,458
Gross profit 17,378 18,179 19,037 16,083 14,750
Net Income (Loss) (2,223) (1,933) (504) (1,118) (866)
Gross profit margin 57% 62% 62% 59% 60%
Balance Sheet
Inventory $ 9,374 ¢ 8,558 ¢$ 8,563 $ 7,537 $ 7,826
Capital Assets 4,538 3,846 3,351 2,903 2,346
Current Liabilities 5,455 5,889 5,166 6,715 8,987
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4. Legal proceedings subsequent to Initial Order

On February 11, 2008 the Petitioners made an application to this Honourable Court seeking to vary
the Initial Order. A copy of the Amended Order is attached as Appendix B. The Initial Order was
varied to permit the Petitioners to pay pre-filing obligations of amounts less than $1,000 and no more
than $10,000 in the aggregate, with the consent of the Monitor.

Pursuant to the amendment made to the Initial Order the Company has made payments to 23
creditors totaling $13,211. The payments which have been issued are as follows:

e Authorized by the Monitor $1,073
e Paid in error by the Company 5,254
e Cheques which were issued prior to filing and which cleared after filing 6,884

Total $13,211

We are not aware of any other legal proceedings being commenced subsequent to the Initial Order.

© Deloitte & Touche Inc. 5



5. Stakeholder update

5.1 Overview ‘

Management has informed the Monitor that there have been material changes to the Company’s
operations as a result of the CCAA filing and the Initial Order being granted. Many of the Company’s
merchandise suppliers have not been willing to continue to supply goods without pre-payment for the
merchandise or letters of credit being posted.

Management has informed the Monitor that the Company’s relationship with other stakeholders,
including customers and employees, has continued in a satisfactory manner and that the Company
continues to experience general support from these parties

The Monitor has been made aware, by the Petitioners council, that four landlords have been in contact .
with the Petitioners requesting amendments to the Amended Order. We understand a number of the
points raised are acceptable to the Petitioners and that should mutually agreeable terms not be
reached for the remaining matters, council for the landlords will seek an amendment at the Comeback
Hearing on February 29, 2008.

Information, provided to the Monitor by the Company indicates that, for the most part, sales are
continuing at levels consistent with the Company’s projections.

5.2 Notice to creditors

On February 15, 2008, the Company completed the mailing as directed under paragraph 50 of the
Amended Order. The Company mailed a letter from the Monitor, the Amended Order, the Petition, the
Notice of Hearing of Petition, the Affidavit #1 of John M. McNamara and the Affidavit #1 of Martha
Martindale. This mailing was completed to every known creditor of the Company who has a claim
exceeding $250. It is the Monitor's view that the Company’s mailing was not strictly in compliance
with paragraph 2 of the Amended order which required service to be effected by February 14, 2008.

The Company arranged for notice to be placed in both the Globe and Mail and the Vancouver Sun on
Saturday, February 23, 2008. The Monitor posted the requisite documents to its Website on February
12, 2008.

5.3 Relationships with key stakeholders

As previously indicated, the Company is encountering difficulties with some of its key stakeholders.
Details regarding these relationships are set out below.

Customers

Due to the nature of the Company’s business being retail, its customers are the general public. Many
of its customers are likely unaware that the Company has filed for CCAA protection and accordingly
the Company has not been specifically impacted through varied customer behaviours.

Suppliers

Upon the Initial Order being granted, the Company’s Vice-President, Merchandising immediately
started to contact the Company’s merchandise suppliers to ensure the continuation of supply. In
addition, the Company sent a notice, prepared by the Monitor, to all of its merchandise suppliers
advising that the Company had filed for CCAA protection, a copy of the Notice is attached as
Appendix C. The notice indicated that as part of the Petitioners’ restructuring:

© Deloitte & Touche Inc. 6



¢ management is looking at all alternatives and they have had parties express an interest in
purchasing the business;

e that pursuant to the Initial Order, the Petitioners are required to pay for all merchandise
received after the Initial Order;

e and that the Petitioners are continuing with business as usual and have obtained DIP financing
to meet their operating and merchandise payment requirements. That the Petitioners will be
making payment for all inventory received and that they will be working through terms with
their suppliers which allow for a verification of inventory to occur and payment to be made.

The Company has been successful, with some of its merchandise suppliers, in negotiating Receipt of
the Goods terms. These terms permit the Company to verify both the quantity and quality of
merchandise shipped prior to payment. However, many of the Company’s merchandise suppliers have
not been willing to continue to supply goods without pre-payment for the merchandise or letters of
credit being posted. This has resulted in the Company being required to pay sufficient funds in trust
to the Monitor to ensure continued supply. The terms being required by the suppliers are more
onerous than those which applied prior to these proceedings commencing and are not standard
commercial terms.

In some instances, where suppliers are not as critical to the Company’s operations, the Company has
not been able to negotiate acceptable terms with those suppliers which has resulted in the Company’s
orders being cancelled. The Company has advised that it will be receiving a limited quantity of goods
during March as a result of actions taken by these suppliers.

Employees

Upon the Initial Order being granted, Management contacted the store managers to notify them of the
filing and for the employees to be notified. There is a labour shortage in many areas where the
Company operates and accordingly Management does feel there is a risk that other employers will
approach their employees. This would have a negative impact on the Company’s restructuring. To
date, there has not been a significant loss of employees as a result of the CCAA filing.

The Company utilizes a payroll service company for its bi-weekly payroll. One of the requirements of
the payroll service company is that the employer is required to make full payment of all statutory
withholdings at the same time as the employee funds are remitted. Accordingly all statutory
withholdings have been made.

Management

Management is committed to maximizing the realization from the Company’s operations and assets for
the benefit of all stakeholders; however they are finding the process, both the CCAA and the Chapter
11 filings, to be onerous. Further, as a result of the financial challenges which the Company has
experienced over the years, there are a limited number of senior head office employees which has
resulted in the Company being under-resourced in the areas of marketing, operations and financial
processes. Consequently, obtaining timely financial reporting, updates to operational matters and
embarking on an efficient and effective sales process has been slower than expected. There is a
significant burden on Mr. McNamara and Ms. Bains, both of whom have been reluctant to seek the
appropriate assistance for the Company, given its current financial position, as well as the additional
reporting and Court requirements pursuant to the CCAA and Chapter 11 processes.

Mr. McNamara and Ms. Bains have been soliciting interest from parties to either purchase or invest in
the business while at the same time addressing the day to day operational matters. This is difficult to
do. The Monitor and counsel for the Company have advised Mr. McNamara and Ms. Bains to use the
resources of the Monitor and other experts to assist them. They have recently agreed to consider this
for the sales process.

© Deloitte & Touche Inc. R 7



Debtor in Possession lender

Upon the Initial Order being granted, a request was made to the DIP Lender, and consent was
obtained, authorizing sufficient funds to be utilized for payment of February rent in both Canada and
the United States. Subsequently further approval was obtained for: payroll in the United States; legal
fees for United States counsel; and payment of retainers to the Petitioners” Counsel, the Monitor, and
the Monitor’s Counsel as authorized by the Initial Order. As at the date of this report, Mariposa and
Berg have drawn approximately $1.2 million of the available DIP line of approximately $2.5 million.

© Deloitte & Touche Inc.



6. Financial position

The Company’s year end is January 31% and they are in the midst of finalizing their inventory count
and in preparing their year-end financial statements. Attached as Appendix D is a summarized
version of the Company’s draft unaudited financial statements as at December 31, 2007.

6.1 DIP financing

Attached as Appendix E is a copy of the Monitors’ Statement of Receipts and Disbursements as at
February 28, 2008, which details the funds which have been received and drawn from the DIP
Financing. It is anticipated a further $550,000 will be drawn to fund Canadian operations, primarily
payment of landlords in March.

6.2 Priority claims

The Company utilizes a payroll service company and accordingly all statutory withholdings are current.
The Company has arranged or will be arranging for payment of its Provincial Sales Tax and Goods and
Services Tax which was collected prior to the Initial Order but which only become due after the Initial
Order as permitted under paragraph 7(b) of the Amended Order.

6.3 Unsecured creditors

Management has informed the Monitor that all post-filing obligations are being paid in the normal
course and the Monitor is now receiving daily reporting from the Company of payments which are
being made to suppliers. The Company is issuing payment to merchandise suppliers upon the Receipt
of the Goods and the Company’s confirmation of quantity and quality. As at February 15, 2008 the
Company’s accounts payable are as follows:

Mr. John McNamara $ 4,758,000
Ms. Kal Bains 290,000
Unsecured Creditors 3,131,704
Accruals 653,000
Total $ 8,832,704

At the time of the initial filing the unsecured creditors were reported to be $8,848,000. This number
has changed as a result of changes in accruals, additional invoices being received and posted for pre-
filing obligations and there has been a reduction in the liabilities in the books of the Company of
approximately $165,000 as a result of debts which were initially reported to be debts of the Company
but which have subsequently been determined to be debts of Charles F. Berg. These debts have been
removed from the Company’s accounts payable and entered on Charles F. Berg’s accounts payable. In
addition, as previously reported, the Company has made payment to certain creditors who were owed
pre-filing debts. :

6.4 Capital assets

The Company has not sold or disposed of any capital assets since the Initial Order was granted. Apart
from the Company’s inventory, the assignment value of the Real Property Leases is likely the most
valuable asset of the Company. The Company has a number of leases which are at favourable lease
rates due to the length of the Company’s tenancy.

Prior to the initial filing, the Company had given notice to the landiords of three locations advising that

they would be closing the stores. At two of the locations the leases had expired and the third location
was on a month to month lease.

© Deloitte & Touche Inc. 9



6.5 Accounts receivable

The Company has limited accounts receivable, approximately $295,000. The majority of the
receivables are for tenant allowances.

6.6 Due from related parties

The Company is owed approximately $5.9 million from Berg. Given Berg has filed for protection in the
United States, it is unknown whether the Company will have any realization from this receivable.

6.7 Inventory

Management has advised that the Company’s inventory as of January 31, 2008 is still being finalized,
however, their preliminary assessment is that inventory is approximately $7.2 million at cost, which is
approximately $23.0 million at retail. Originally the Company had advised that the inventory was
approximately $8.5 million at cost as at January 31, 2008. The variance in inventory is approximately
$1.3 million. Management has advised that the variance is a result of shrinkage over the fiscal year.
The Monitor will be investigating this further with the Company.

Management has advised that they have marked down prices to encourage sales and to remain

competitive with other retailers in the same malls. The Company plans to further discount its
merchandise in March to increase their sales levels.

© Deloitte & Touche Inc. . 10



7. Cash flow and liquidity

The Company’s cash receipts and disbursements for the period February 1, 2008 to February 22, 2008
are summarized and presented below with a comparison to the cash flow forecast filed with the Court
in connection with the CCAA proceedings (the “"CCAA Cash Flow Forecast”). The Company’s full cash
flow is attached as Appendix F. '

(000's) Original

Actual Projected Total Projected
Feb 1 -22 Feb 23 -29 February February Variance
Opening Cash Balance $ 200 $ - $ 200 $ 180 $ 20
Total Receipts $ 1,342 $ 330 $ 1,672 $ 1,271 $ 401
Total Disbursements ' 1,719 - 514 2,233 2,464 (231)
Net Change in Cash $ (377) $ (184) $ (561) $  (1,193) $ 632

Closing Cash Balance From Operations $ (177) $ (184) $ (361) $ (1,013) $ 652

DIP Financing Drawn 695 110 805 1,050 (245)

Closing Cash Balance $ 518 $ (74) $ 444 $ 37 $ 407

7.1 Differences between actual and forecast results

The material variances between actual and forecast receipts and disbursements balances are
discussed below.

Sales

The Company has recorded higher sales in Canada than had originally been projected. For the three
weeks ending February 22", the Company has had sales of approximately $1.3 million. The Company
has projected sales for the last week of February of approximately $330,000. Should these sales in
the last week of February occur as projected the Company will have sold approximately $400,000
more than projected.

Cost of goods sold

Management has advised that the cost of goods sold to February 26, 2008 has been approximately
43% of sales. This percentage is higher than the estimated January 31, 2008 fiscal year end results
which indicate that costs of sales are approximately 40% of sales. The Company’s year end results
are not finalized and Management does not anticipate their fiscal year 2008 results will be available
until the week of March 10, 2008. Management marked down prices approximately two weeks ago to
generate greater sales; this will result in a higher cost of sales.

Expenses

Disbursements have been lower than projected in part due to timing differences of when payment will
be made for ongoing monthly expenditures, such as utilities, telephone, interest and bank charges.
As previously indicated, the Company has had some difficulty in obtaining inventory from its suppliers
and actual receipts of inventory have been lower than anticipated. However, on a cash basis the
Company has provided the Monitor with $200,000 to guarantee supply from certain vendors, which
has been allocated to Post Filing Goods and Services in the cash flow. These monies are maintained in
a separate trust account for the benefit of the suppliers who are producing product for Mariposa.

© Deloitte & Touche Inc. 11



8. Restructuring process

As part of its role as Monitor, Deloitte & Touche Inc. has met with management of the Company to
discuss and implement restructuring initiatives. Some of the specific actions of the Monitor since its

appointment include:
e providing direction and assistance to the Company in addressing their suppliers;
e reviewing the Company’s ongoing cash flow and their requests for use of the DIP financing;

e discussions with Management on disclaiming property leases for locations which are not
profitable;

s assisting the Company in determining what their business sales strategy should be and ways
to approach the market; ,

e preparing a teaser letter for distribution to parties interested in obtaining further information
on the Company; and

» having discussions with parties who have expressed an interest in obtaining information on the
assets and operations of the Company.

The Company’s plan is to sell the business and/or locate investors who are able to inject sufficient
working capital to allow the Company to properly market its inventory and to ensure sufficient goods °
may be purchased. As part of the plan, the Company needs to focus on key locations and disclaim its
interest in locations which are not profitable. At the end of January the Company notified three
landlords that they would be vacating three locations, whose leases had expired or which were leased
on a month to month basis, at the end of February. The Company has been addressing the logistics
associated with the closing of these locations. The majority owner has requested Management to
provide notice to landlords, by the end of February, on additional locations which will be vacated by
the end of March. The reduction in store locations will allow the Company to preserve cash and focus
on profitable locations.

The Company’s short term objective is to canvass the market for an interested purchaser through an
orderly sales process. It is critical that a professional sales process is designed and executed on an
immediate basis. This will maximize value and thereby enhance the return to all stakeholders. We
have advised the company to use the resources of Deloitte, M&A Advisory Services, or an alternative
expert group of professionals to assist them in their efforts to prepare for and approach the potential
interested parties who are seeking to purchase the business, lease locations, and/or assets of the
Company. The Company is in the process of considering the services of a professional advisor to
assist them in and preparing data for presentation to parties and to define what the Company’s core
business is and accordingly parties would be interested in purchasing. The Monitor will then work with
the Company and parties who express interest in specific assets or the business as a whole, as part of
the sale/asset realization process.

© Deloitte & Touche Inc. 12



9. Mariposa request for extension of these
proceedings

The stay period provided by the Initial Order expires on February 29, 2008. In order to allow it
sufficient time to further its restructuring efforts, the Company is requesting a stay period of ninety-
two days, to May 31, 2008.

The Company has advised the Monitor that there are several parties who have expressed an interest
in the assets and lease locations of Mariposa. We understand that initial discussions with these
interested parties, and preliminary site visits, have been conducted. To the best of our knowledge,
there are no written offers or expressions of interest at this time.

The Company continues to experience difficulties complying with the various priorities that it currently
faces. This is largely due to the lack of resources and structure with its organization to effectively
operate efficiently. As of the date of this report, the Company has not engaged the assistance of a
professional advisor for the sale of its business, and this will be required in order that the Company
maximize the realization for the stakeholders.

The Company has provided the Monitor with cash flow statements to May 2008 and these are filed as
Appendix F to this report.

The Monitor does believe that if the Company seeks the appropriate resources to assist it, the
Company should be able to execute on a plan that is aimed at achieving maximum value for all
stakeholders. '

The Monitor respectfully recommends that this Honourable Court consider an extension of 30 days.
During this period, Mariposa needs to demonstrate significant progress on the following:

1. Engage the services of a professional advisor to run an efficient and effective sales process, which
is professionally managed. The resources within the Monitor’s firm should be utilized and/or
alternative resources need to be engaged so that a professionally managed process is embarked
on immediately.

2. A thorough analysis of unprofitable locations in Canada and the United States needs to be
completed immediately. The locations that are unprofitable and which do not have lease value
must be exited during the next 30 days.

3. Timely financial and operational reporting processes are put in place immediately, so that the
Monitor can get the appropriate reporting and a robust information-sharing process underway.

While the Company has requested a three month extension, the Monitor is of the view that significant
progress on the above mentioned items needs to be made to justify longer extension periods.
Additional extensions may be warranted, based on the progress the Company makes in the next

30 days.

All of which is respectfully submitted this 28" day of February, 2008.

Deloitte & Touche Inc.

In its capacity as court-appointed Monitor of
Mariposa Stores Limited Partnership
and not in its personal capacity.

-~

Jervis Rodrigues, CA-CIRP
Senior Vice-President
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Appendix A —
Initial Order
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No. I_DQW. EEO7SQ\

Vancouver Registry

PREME COURT OF BRITISH COLUMBIA

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

AND

IN THE MATTER OF THE BUSINESS CORPORATIONS ACT, R.S.A. 2000, c. B-9
"AND

IN THE MATTER OF BACKBAY RETAILING CORPORATION, and
GRAY'S APPAREL COMPANY LTD.

PETITIONERS
ORDER 7
Frioay”
BBEFORE THE HONOURABLE ) FEDNESDACY, THE 1st DAY
‘ )
) OF FEBRUARY, 2008

THE APPLICATION of the Petitioners coming on for hearing ex parie at Vancouver, British
Columbia, on the 1st day of February, 2008 (the “Filing Date™); AND ON HEARING Magnus
Verbrugge, counsel for the Petitioners and other counsel as listed on Schedule “A” hereto; AND
UPON READING the material filed, including the Affidavit #1 of John M. McNamara sworn
February 1, 2008; AND pursuant to the Companies’ Creditors Arrangement Act, R.S.C. 1985 c.
C-36 (the “CCAA”™), Rules 3, 10, 12, 13(1), 13(6), 14 and 44 of the Rules of Court and the

inherent jurisdiction of this Honourable Court:
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JURISDICTION

1. THIS COURT ORDERS AND DECLARES that the Petitioners are companies to which
the CCAA applies. Although not a Petitioner, Mariposa Stores Limited Partnership (the

"Partnership”) shall enj oy‘ the benefits of the protections provided by this Order.
PETITION HEARING

2. THIS COURT ORDERS that the hearing of the Petition in. é?hg _roceéﬂﬁf{ be held at the
S

Courthouse at 800 Smithe Street, Vancouver, British Columbia at 2:88=s311. on Friday, the 29th

day of February, 2008, provided that the service referred to in paragraph 51 of this Order occur

no later thanr February 14, 2008.

3. THIS COURT ORDERS that all of the relief provided for in the subsequent paragraphs -
of this Order is granted to the Petitioners on an i1}terim basis only, and that the relief made in the
subsequent paragraphs will expire at 11:59 p.m. (local Vancouver time) on March 1, 2008,

unless extended by this Court at the hearing of the Petition which will occur on that date.
POSSESSION OF PROPERTY AND OPERATIONS

4. THIS COURT ORDERS that, subject to this Order and any further Order of this Court,
the Petitioners and the Par“tnersﬁip shall 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”™), and continue to carry on their business in
the ordinary course and in a manner consistent with the preservation of their business (the
“Business™) and Property. The Petitioners shall 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 it deems reasonably necessary or desirable in the ordinary course

of business or for carrying out the terms of this Order,
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5. THIS COURT ORDERS that the Petitioners shall be entitled, but not required, to pay the

following expenses which may have been incurred prior to the Filing Date:

(a) all outstanding wages, salaries, employee and pension benefits (including long
and short term disability payments), vacation pay, bonuses and expenses (but
excluding severance pay) payable before or after the Filing Date, in each case
incurred in the ordinary course of business and consistent with the relevant
compensation policies and arrangements existing at the time incurred (collectively

“Wages™); and

(b) the fees and disbursements of any Assistants retained or employed 'b.‘f,' the
Petitioners in respect of these proceedings, at their standard rates and charges,
including payment of the fees and disbursements of legal counsel retained by the
Petitioners, whenever and wherever incurred, in rcspeét of:

‘
@)  these proceedings or any other similar proceedings in other jurisdictions
in which the Petitioners or any subsidiaries or affiliated companies of the

Petitioners are domiciled;

(i1) any litigation in which the any of the Petitioners are named as a party,

whether commenced before or after the Filing Date; and
(i)  any relétedA corporate matters;
necessary to assist in the restructuring of the Petitioners.
6. THIS COURT ORDERS that, except as otherwise provided herein, the Petitioners shall
be eatitled to pay all expenses reasonably incurred by the Petitioners in carrying on the Business

in the ordinary course following the Filing Date, and in carrying out the provisions of this Order,

which expenses shall include, without limitation:
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(@)

()

©

@

©)

all expenses reasonably incurred 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;

all capital expenditures reasonably incurred for the preservation of the Property or

the Business as approved by the Monitor, as hereinafter defined in paragraph 30;

all obligations incurred by the Petitioner after the Filing Date, including without
limitation, with respect to goods and services actually supplied to the Petitioner
following the date of this Order (including those under phrchase. orders
outstanding at the Filing Date but excluding any interest on the Petitioner’s

obligations incurred prior to the Filing Date);

amounts outstanding to creditors for goods and services provided prior to the
Filing Date where expressly authqrized by this Order or any further Order of this

Court; and

fees and disbursements of the kind referred to in paragraph 5(b) which may be

incurred after the Filing Date,

7. THIS COURT ORDERS that the Petitioners are authorized to remit, in accordance with

(@

(b)
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legal requirements, or pay:

any statutory deemed trust amounts in favour of the Crown in right of Canada or
of any Province thereof or any other taxation authority which are required to be
deducted from Wages, including, without limitation, amounts in respect of (i)
employment insurance, (ii) Canada Pension Plan, (iii) Quebec Pension Plan, and
(iv) income taxes or any such claims which are to be paid pursuant to Section 18.2

of the CCAA;

all goods and services or other applicable sales taxes {(collectively, “Sales Taxes™)

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



services by the Petitioners, 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 property taxes, municipal business taxes or other taxes, assessments or
levies of any nature or kind which may at law be payable in priority to claims of
secured creditors and which are attributable to or in respect of the carrying on of

the Business by the Petitioner,

8. THIS COURT ORDERS that until such time as either of the Petitioners or the
Partnership repudiates a real property Jease in accordance with paragraph 12(b)(iv) of this Order,
such Petitioner or the Partnership, as the case may be, may pay all amounts constituting rent or
payable as rent under real property leases (including, for greater certainty, comhon area
maintenance charges, utilities and realty taxes and any other amounts payable as rent to the
landlord under the lease) based on the terms of existing lease arrangements or as otherwise may
be negotiated by the Petitioners 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.

9. THIS COURT ORDERS that until such time as the Petitioners repudiate any equipment
lease in accordance with paragraph 12(b)(v) of this Order, and provided that the equipment lease
is a true lease and not a financing lease creating a security interest, the Petitioners may pay all
amounts due or payable under such leases based on the terms of existing lease arrangements or
as otherwise may be negotiated by the Petitioners from time to time, for the period commencing
from and including the date of this Order, but shall not pay any amount with respect to pre-Filing

Date arrears.

10.  THIS COURT ORDERS that, except as specifically permitted herein, the Petitioners are

hereby direded, until further Order of this Court:
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(a)

(®)

O

to make no payments of principal, interest or otherwise on account of amounts
owing by the Petitioners or'the Partnership to any of their creditors as of the Filing

Date except as authorized by this Order;

to grant no security interests, trust, mortgages, liens, charges or encumbrances
upon or in respect of any of their Property, nor become a guarantor or surety, nor
otherwise become liable in any manner with respect to any other person or entity

except as authorized by this Order; and

. to grant credit only to the customers of the Business and then only for goods and

services actually supplied to those customers and on payment terms ordinarily
granted by the Petitioners in the usual course of the Business, and only upon the
customer agreeing that there is no right of set-off in respect of amounts owing for
such goods and services against any ‘debt owing by the Petitioners to such

customers as of the Filing Date.

RESTRUCTURING

11. THIS COURT ORDERS that, subject to the terms. of this Order, the‘ Petitioners shall

remain in possession of their Property and Business, provided that:

(@

(b)
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they shall not sell or otherwise dispose of any of their Property or Busingss
outside of the ordinary course of business excepl pursuant to this paragraph or as

may be authorized by an Order of the Court;

they shall have the right, subject to the consent of the Monitor, to proceed with an
orderly downsizing of the Business and operations, including without limitation,

the right to:

1) permanently or temporarily cease, downsize or shut down any of the

Business or operations, and to dispose of redundant or non-material assets
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(i)

(1ii)

(iv)

)

(vi)

(vii)

not exceeding a value of $50,000 in any one transaction or $500,000 in

the aggregate;

terminate the employment of such of their employees or temporarily lay
off such of their employees as they deem appropriate on such terms as
may be agreed upon between the Petitioners and such employee, or failing

such agreement, to deal with the consequences thereof in the Plan;

terminate such of their supplier arrangements as they deem appropriate;

in accordance with paragraphs 13 and 14 of this Order, vacate, abandon or

quit-any leased premises and/or repudiate any real property lease and any
ancillary agreements relating to dny leased premises, on such terms as
may be agreed upon between the Petitioners -and such landlord, or failing

such agreement, to deal with the consequences thereof in the Plan;

repudiate such leases of equipment as they deem to be unnecessary for
their business, on such terms as may be agreed upon between the
Petitioners and the lessor of such equipment, or failing such agreement, to

deal with the consequences. thereof in the Plan;

- terminate or repudiate such of their arrangements or agreements of any

nature whatsoever as the Petitioners deem appropriate, on such terms as
may be agreed upon between the Petitioners and such counter-parties, or
failing such agreement, to.deal with the consequences thereof in the Plan;

and

pursue all sources of refinancing and offers for material parts of the
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 (b)(i), above; and



(c) they shall have the right, subject to approval of the Court, to assign leases for any
leased premises and/or assign leases of real property and any ancillary agreements

relating to any leased premises;

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

Business (the “Restructuring”).
[

12.  THIS COURT ORDERS that the Petitioners shall provide each of the relevant landlords
with notice of the Petitioners’ 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 rqﬁesentative present on the leased premises to observe such removal and, if '_the
landlord disputes the Petitioners' entitlement to remove any such fixture under the provisions of
the lease, su_c':h fixture shall remain on the premises and shall be dealt with as agreed between any
secured creditors who claim a security interest in the fixtures, such landlord and the Petitioners,
or by further Order of this Court upon application by the Petitioners on at least two (2) clear
days’ notice to such landlord and any such secured creditors. If the Petitioners repudiate the
leagse governing such leased premises in accordance with paragraph 12(1))@\7) of this Order, they
shall not be required to pay Rent under such lease pending resolution of any such dispute with
respect to the fixtures, and the repudiation of the lease shall be without prejudice to the

Petitioners™ claim to the fixtures in dispute.

13.  THIS COURT ORDERS that if a lease is repudiated by the Petitioners in accordance
with pgragraph 12(b)(iv) of this Order, then at the effcctivé time of the repudiation, the relevant
landlord shall be entitled to take possession of any such leased premises without waiver of or
prejudice to any claims or rights such landlord may have against the Petitioners in respect of
such lease or leased premises and such landlord shall be entitled to notify the Petitioners of the
basis on which it is taking possession and to gain possession of and re-Jease 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.
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14. THIS COURT ORDERS that, subject to the other provisions of this Order (including the
payment of Rent as herein provided) and any further Order of this Court, the Petitioners shall be
permitted to dispose of any or all of the Property located (or formetly located) on such leased
premises without any interference of any kind from the landlord (notwithstanding the terms of
any leases) and, for greater certainty, the Petitioners shall have the right to realize upon the
Property in such manner and at such leased premises, as it deems suitable or desirable for the

purpose of maximizing the proceeds and recovery therefrom.

15. . THIS COURT DECLARES that, pursvant to Section 7(3)(c) of the Personal Information
Protection and Electronic Documents Act, S.C. 2000, ¢. 5 and Section 18(1)(0) of the Personal
Information Protection Act, $.B.C. 2003, ¢. 63, and any regulations promulgated under authority
of either Act, as applicable (the “Relevant Enactment”), the Petitioners are permitted, in the
course of these proceedings, to disclose personal information of identifiable individuals in their
possession or control to stakeholders, its advisors, prospective investors, financiers, buyers or
strategic partners (collectively, “Third Parties”), but only to the extent desirable or required to
negotiate and complete the Restructuring or to prepare and implement the Plan or transactions
for that purpose; provided that the Third Parties to whom such personal information is disclosed
enter into confidentiality agreements with the Petitioners binding them in the same manner and
to the same extent with respect to the collection, use and disclosure of that information as if they
were an organization as defined under the Relevant Enactment, and limiting the use of such
information to the extent desirable or required to negotiate and complete the Restructuring or to
prepare and implement the Plan or transactions for that purpose, and attorning to the jurisdiction
of this Court for the purpoeses of that agreement. Upon the completion of the use of personal
information for the limited purposes set out herein, the Third Parties shall return the personal
information to the Petitioners or destroy it. If the Third Parties acquire personal information as
part of the Restructuring or the preparation and implementation of the Plan or transactions in
furtherance thereof, such Third Parties may, subject to this paragraph and any Relevant
Enactment, continue to use the personal information in a manner which is in all respects identical

to the prior use thereof by the Petitioner.

VANOIL: 2457872: v4



NO PROCEEDINGS AGAINST THE PETITIONER OR MONITOR

16.  THIS COURT ORDERS that until and including February 29, 2008, or such later date as
this Court may order (the “Stay Period”), no action, suit or proceeding in any court or tribunal
(each, a “Proceeding”) shall be commenced or continued against or in respect of the Petitioners
or the Paitnership, or affecting the Business or the Property, except with the written consent of
the Petitioners or with leave of this Court, and any and all Proceedings currently under way
against or in respect of the Petitioners or the Partnership or affecting the Business or the Property

are hereby stayed and suspended during the Stay Period pending further Order of this Coust.

17. THIS COURT ORDERS that during the Stay Period, no Proceeding shall be commenced
‘against or in respect of the Monitor, in its capacity as Monitor, except with the written consent of

the Monitor or with leave of this Court.
NO EXERCISE OF RIGHTS OR REMEDIES

18.  THIS COURT ORDERS that during the Stay Period, all rights, and remedies of any
individval, firm, corporation, governmental body or agency, or any other persons or entities
having notice of this Ordér (all of the foregoing, collectively being “Persons”™ and each being a
“Person”) against or in respect of the Petitioners, the Partnership or the Moniter, or affecting the
Business or the Property, are hereby stayed and suspended except with the written consent of the
Petitioners and the Monitor or leave of this Court, provided that nothing in this paragraph shall
(1) empower the Petitioners to carry on any business which the Petitioners are not lawfully
entitled to- carry om, (ii) affect the rights and remedies of a regulatory body with respect to any
investigation in respect of the Petitioners, the Property or the Business or Proceeding taken or to
be taken by a regulatory body against the Petitioner or with respect to the Property or Business,
except when it is seeking, directly or indirectly, to enforce any of its rights as a secured creditor
or an unsecured creditor, (ili) prevent the filing of any registration to preserve or perfect a
mortgage, charge or security interest (subject to the provisions of Section 18.5 of the CCAA
relating to the priority of statutory Crown securities) or (iv) prevent the registration or filing of a
lien or claim for lien or the commencement of a Proceeding to protect lien or other rights that

might otherwise be barred or extinguished by the effluxion of time, provided that no further step

-10-
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shall be taken in respect of such lien, claim for lien or Proceeding except for service of the

initiating documentation on the Petitioner.

19.  THIS COURT ORDERS that the rights and remedies hereby stayed shall include all
rights or remedies relating to mortgages, charges, trusts, security interests, securities,
instruments, debentures, notes or bonds issued by or on behalf of the Petitioners or the

Partn ership.
NO INTERFERENCE WITH RIGHTS

20. THIS COURT ORDERS that during the Stay Period, no Person shall discontinue, fail to
honour, alter, interfere with, repudiate, terminate or cease to perform any right, renewal right,
contract, agreement, licence or permit in favour of or held by the Petitioners or the Partnership,

except with the written consent of the Petitioners and the Monitor or leave of this Court.

"

CONTINUATION OF SERVICES

21.  THIS COURT ORDERS that during the Stay Period, all Persons having agreements with
the Petitioners or the Partnership or mandates under an enactment for the supply of goods and/or
services, 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 the Petitioner, are hereby restrained until further Order of this
Court from discontinuing, altering, interferin g with, breaching or temminating any such
agreement for the supply of such goods or services as may be required by the Petitioners or the
Partnership, and that the Petitioners and the Partnership 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 normal prices or charges (excluding amounts outstanding
as at the Filing Date) for all such goods or services received by the Petitioner after the date of
this Order are paid by the Petitioners, or the Partnership, as the case may be, in accordance with
normal payment practices of the Petitioners and the Partnership or such other arrangements as
may be agreed upon by the supplier or service provider and the Petitioners or the Partnership, or

as may be ordered by this Couit.

-11 -
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22. THIS COURT ORDERS that during the Stay Period and subject to the other provisions

of this Order, no creditor of or other person who has dealt or may deal with the Petitioners or the

R

Partnership shall be under any obligation after the date of this Order to enter into new or renewed

arrangements with the Petitioners or the Partnership except that:

(a) any person who has provided policies of insurance or indemnity at the request of
the Petitioners or the Partnership shall be required to continue or (o renew such
policies of insurance or indemnities following the date of this Order provided that
the Petitioners,. or the Partnership, as the case may be, make payment of the
premivms (other than premiums outstanding as at the Eiling Date) on the usual

commercial terms (as if these proceedings had not been commenced) and

otherwise complies with the provisions of such policies; and

(b) any person who has supplied goods and/or services to the Petitioners or the
Partnership essential to the operations of the Petitioners or the Partnership shall be
required to continue or. to renew .any coniracts or agreementsl'or otherwise
continue the arrangement for the provision of such supply or service, provided
that the Petitioners, or the Partnership, as the case may be, pay the prices or
charges under the agreements for such goods or services (excluding amounts
outstanding as at the Filing Date) incurred after the Filing Date concurrently with
such supply, or alternatively when the same become due in accordance with the
payment terms negotiated between the Petitioners, or the Partnership, as the case
may be, and such person subsequent to the Filing Date, and provided that such
terms shall be the usual or common commercial terms charged by such person to
others for the same or similar supplies and services and, in any event, such terms
to be no more onerous than those which applied to the Petitioners, or the

Partnership, as the case may be, before these proceedings had been commenced

for such supplies and services.

23. THIS COUR'I“ ORDERS that, notwithstanding any provision in this Order, no creditor of

| the Petitioners or the Partnership shall be under any obligation after the making of this Order to
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advance or re-advance any monies or otherwise extend any credit to the Petitioners or the

Partnership.

24.  The Petitioners may, by written advice from its counsel of record herein and with the

written cénsen‘t of the Monitor, agree to waive any of the protections pfovided to it herein.
PROCEEDINGS AGAINST DIRECTORS AND OFFICERS

25.  THIS COURT ORDERS that during the Stay Period, and except as permitted by
subsection 11.5(2) of the CCAA, no Proceeding may be commenced or continued against any of
'the current or future directors and officers of the Petitioners with respect to any claim against the
directors and. officers that arose. before the date hereof and that relates to any obligations of the
Petitioners or the Partnership whereby the directors and officers‘ are alleged under any law to be
lisble in their capacity as directors and officers for the payment or performance of such

ob]igation's. ]
DIRECTORS AND OFFICERS INDEMNIFICATION AND CHARGE

26.  THIS COURT ORDERS that the Petitioners are permitted to indemnify their present and
future directors and officers and each of them from all claims, costs, charges and expenses
_relating to the failure of the Petitioners or the Partnership, after the date hereof, to make
payments of such obligations which they sustain or incur by reason of or in relation to their
respective capacities as directors and officers of the Petitioners (and irrespective of whether such
obligations of the Petitioners arose before or after the Filing Date), provided that such indemnity
shall apply only to the extent that the directors and officers have acted honestly and in good faith
with a view to the best interests of the Petitioners and the Partnership, have not committed wilful
misconduct or gross negligence, have not breached their related fiduciary duties, and have not
authoﬁzed actions or conduct inconsistent with the terms of this Order or any other order

subsequently pronounced in these proceedings.

27. THIS COURT ORDERS that the directors and officers of the Petitioners shall be entitled

to the benefit of and are hereby granted a charge (the “Directors” Charge”) on the Property,
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which charge shall not exceed an aggregate amount of $200,000, as security for the indemnity
provided in paragraph 26 of this Order. The Directors’ Charge shall have the priority set out in

paragraphs 45 and 47 herein.

28, THIS COURT ORDERS that, notwithstanding any langnage 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 Petitioners' directors and officers shall only be entitled to the
benefit of the Directors’ Charge to the extent that they do not have coverage under any directors’
and officers’ insurance policy, or to the extent that such coverage is insufficient to pay amounts
indemnified in accordance with paragraph 26 of this Order. The Petitioners shall not allow such
directors and officers insurance, if any, to lapse, or reduce coverage under or fail to renew such

“insurance, save with the consent of the Monitor.

APPOINTMENT OF MONITOR

&

29.  THIS COURT ORDERS that Deloitte & Touche Inc. is hereby appointed pursuant to the
CCAA as the monitor (the “Monitor”), an officer of this Court, to monitor the Property and the
Petitioners' conduct of the Business and the Partnership with. the powers and obligations set out
in the CCAA or set forth herein, and that the Petitioners and their shareholders, officers,
directors, and Assistants shall cooperate fully with the Monitor in the exercise of its powers and

rights and discharge of its obligations.

30. THIS COURT ORDERS that the Mohitor, in addition to its rights and obligations

specifically set out in the CCAA, is hereby directed and empowered to:
(&) monitor the Petitioners' receipts and disbursements;

(b) report to this Court and the creditors at such times and intervals as the Monitor
may deem appropriate with respect to matters relating to the Property, the
Business, the Restructuring and such other matters as may be relevant to the

g y

proceedings herein;

-14 -
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(©)

(d)

©

®

®

(b)

()

advise the Petitioners as to the preparation of the Petitioners' cash flow statements
and reporting and such financial and other information as required by the DIP

Lender (as defined in paragraph 39);

advise the Petitioners as to the development of any Plan authorized to be

presented to the creditors, and any amendments to the Plan,

have full and complete access to the Property, books, records and management,
employees and advisors of the Petitioners, to the extent required to perform its

duties arising under this Order;

be af liberty to engage independent legal counsel or such other persons as the
[~ Dt ] p é p

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

performance of its obligations under this Order;

m

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

to time;

take all reasonable steps to ensure that the Petitioners make payment of all
required amounts from its bank accounts or otherwise in the manner directed in

this Order; and

provide assistance to the Petitioners with respect to the Restructuring and the

downsizing.

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

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

Business and shall not, by fulfilling its obligations hereunder, or by inadvertence in relation to

the due exercise of powers or performance of duties under this Order, be deemed to have taken

or maintained possession or control of the Business or Property, or any part thereof, and nothing

in this Order shall be construed as resulting in the Monitor being an employer or a successor
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employer, within the meaning of any statute, regulation or rule of law or equity, for any purpose

whatsoever.

32. THIS COURT ORDERS that the Monitor shall provide the DIP Lender and any other
creditor of the Petitioners or the Partnership with information provided by the Petitioners in
response to reasonable requests for information made in writing by the DIP Lender or such
creditor addressed to the Monitor. The Monitor shall not have any responsibility 01'4liabﬂity with
respect to the information provided by it pursuant to this paragraph. In the case of information
that the Monitor has been advised by the Petitioners,' or either of them, is confidential, the
Monitor shall not provide such information to the DIP Lender or the creditors unless otherwise

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

33,  THIS COURT ORDERS that, in addition to the rights and protections specifically
afforded to the Monitor under the CCAA or which the Monitor possesses 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 rights and protections

given to the Monitor by any applicable legislation.

34,  THIS COURT ORDERS that the Monitor need not file security with this Court for the

due and proper exercise and performance of its powers and duties as Monitor.

35.  THIS COURT ORDERS that the Monitor shall be at liberty to post any report relating to
the subject matter of this proceeding on the Monitor’s web site at www.deloitte.com/ca/mariposa
in licu of mailing such reports to creditors of the Petitioners or the Partnership or to any other

interested parties.
ADMINISTRATION CHARGE

36. THIS COURT ORDERS that the Monitor, counsel to the Monitor, if any, and counsel to
the Petitioners shall be paid their reasonable fees and disbursements, in each case at their

standard rates and charges, by the Petitioners as part of the cost of these proceedings. The

-16 -
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Petitioners are hereby authorized and directed to pay the accounts of the Monitor, counsel to the
Monitor and counsel to the Petitioners on a periodic basis and, in addition, the Petitioners are
hereby authorized to pay to the Monitor, and counsel to the Petitioners, retainers in the amounts
of $50,000 respectively, and to the Monitor's counsel, a retainer in the amount of $20,000, to be
held by them as security for payment of their respective fees and disbursements outstanding from

fime to time.

37. THIS COURT ORDERS that the Monitor and its legal counsel shall pass their accounts
from time to time, and for this purpose the accounts of the Monitor and its legal counsel are
hereby referred to a judge of the British Columbia Supreme Court and may be heard on a

summary basis.

38, THIS COURT ORDERS that the Monitor, counsel to the Monitor, if any, and counsel to
the Petitioners shall be entitled to the benefits of, and are hereby granted, a charge (the
“Adnﬁnistratidn Charge™) on the Propeity, which charge shall not exceed an aggregate amount
of $300,000 as security for payment of their respective fees and disbursements incurred at the
standard rates and charges of the Monitor and such counsel, both before and after the maki.ng of
this Order in respect of these proceedings. The Administration Charge shall have the priority set

out in paragraphs 45 and 47 hereof.

DIP CHARGE

39.  THIS COURT ORDERS that the Petitioners in their capacity as general paxfners of the
Partnership, are hereby authorized and empowered, with the consent of the Monitor, to obtain
and borrow under a credit facility (the “DIP Facility”) from COC Stiftung II (the “DIP Lender”)
in order to finance the Petitioners' and the Partnership's working capital requirements and other
general corporate purposes and capital expenditures, provided that borrowings under such credit
facility shall not exceed $4,000,000 unless permitted by further Order of this Court, Prior to the
hearing of the Petition on February 29, 2008, the Petitioners shall not utilize any more of the DIP

Facility than is necessary to maintain a positive cash balance.
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40.  THIS COURT ORDERS that the DIP Facility shall be on the terms and subject to the |
conditions set forth in the demand loan agreement between the Petitioner and the DIP Lender
dated as of February 1, 2008 (the “Loan Agreement”), the form of which is filed as Exhibit “E*
to the Affidavit #1 of John M. McNamara, except that the Dip Lender shall be entitled to

increase the amount of the loan thereunder to up to $4,000,000.

41, THIS COURT ORDERS that the Petitioners, in their capacity as general partners of the
Partnership, are hereby authorized and empowered to execute and deliver such credit
agreements, mortgages, charges, hypothecs and security documents, guarantees and other
definitive documents (collectively, the “DIP Documents™), as are contemplated by the Loan
Agreement or as may be reasonably required by the DIP Lender pursuant to the terms thereof,
and the Petitioners are hereby authorized and directed to pay and perform'all of its indebtedness,
interest, fees, liabilities and obligations to the DIP Lender under and pursuant to the Loan
Agreement and the DIP Documents as and when the same become due and are to be performed,

notwithstanding any other provision of this Order,

42, THIS COURT ORDERS that the DIP Lender shall be entitled to the benefits of, and is
hereby granted, a charge (the “DIP Lender’s Charge™) on the Property, which charge shall not
exceed the aggregate amount owed to the DIP Lender under the DIP Documents. The DIP

Lender’s Charge shall have the priority set out in paragraphs 43 and 44 hereof.
43, THIS COURT ORDERS that, notwithstanding any other provision of this Order:

(a) the DIP Lender may take such steps from time to time ds it may deem necessary
or appropriate to file, register, record or perfect the DIP Lender’s Charge or any

of the DIP Documents;

(b) upon the occurrence of an event of default under the DIP Documents or the DIP
" Lender’s Charge, the DIP Lender, upon one (1) day's notice to the Petitioner and

the Monitor, may exercise any and all of its rights and remedies against the
Petitioners, the Partnership or the Property under or pursuant to the Loan
Agreement, DIP Documents and the DIP Lender’s Charge, including without

limitation, to cease making advances to the Petitioners and set off and/or

- 18-
VANOI]: 2457872: v4



L

consolidate any amounts owing by the DIP Lender to the Petitioners against the
obligations of the Petitioners or the Partnership to the DIP Lender under the Loan
Agreement, the DIP Documents or the DIP Lender’s Charge, to make demand,
accelerate payment and give other notices, or to apply to this Court for the
appointment of a receiver, receiver and manager or interim receiver, or for a
bankruptcy order against the Petitioners and for the appointment of a trustee in
bankruptcy of the Petitioners and, for greater certainty, upon the occurrence of an
event of default under the terms of the DIP Documents, the DIP Lender shall be
entitled to seize and retain proceeds from the sale of the Property and the cash
flow of the Petitioner to repay amounts owing to the DIP Lender in accordance
with the DIP Documents and the DIP Lender’s Charge, but subject to the

priorities as set out in paragraphs 45 and 47 of this Order; and

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

the Petitioner or the Property.

44,  THIS COURT ORDERS AND DECLARES that the DIP Lender shall be treated as
unaffected in any plan of arrangement or compromise filed by the Petitioners under the CCAA,

or any proposal filed by the Petitioners under the Bankruptcy and Insolvency Act (“BIA”).
VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

45.  THIS COURT ORDERS that the priorities of the Administration Charge and the

Directors’ Charge, as between them, shall be as follows:
First — Administration Charge (to the maximum amount of $300,000);
Second — Directors’ Charge. (to the maximum amount of $200,000).
46.  THIS COURT ORDERS that the filing, recording, registration or perfection of the

Administration Charge and the Directors’ Charge (collectively, the “Charges™) shall not be

required, and the Charges shall, notwithstanding any lack of filing, recording, registering or
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perfection, be valid and enforceable for all purposes, including as against any right, title or

interest filed, recorded, registered or perfected before or after the Charges come into existence.

47.  THIS COURT ORDERS that each of the Administration Charge and the Directors’®
Charge (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, mortgages, charges and

encumbrances, statutory or otherwise (collectively, “Encumbrances”), in favour of any Person.

48. THIS COURT ORDERS that except as otherwise expressly provided herein, or as may
be approved by this Court, the Petitionesr shall not grant any Encumbrances over any Property
that rank in priority to, or pari passu with the Charges, unless the Petitioners obtain the prior
written consent of the Monitor and the beneficiaries of the Charges (collectively, the

“Chargees”).

49, THIS COURT ORDERS that the Charges shall not be rendered invalid or unenforceable
and the rights and remedies of the Chargees shall not 4othc-:rwi.se be limited or impaired in any
way by (a) the pendency of these proceedings and the declarations of insolvency made herein;
(b) any application(s) for bankruptcy order(s) issued pursuant to the BIA, or any bankruptcy
order made pursuant to such applications; (c) the filing of any assignments for the general benefit
of creditors made pursuant to the BIA; or (d) any negative covenants, prohibitions or other
similar provisions or lack of consent with respect to borrowings, incurring debt or the creation of
Encumbrances, contained in any existing loan document, lease, mortgage, security agreement,

debenture, sublease, offer to lease or other agreement (collectively, an “Agreement™) which

“binds either of the Petitioners or the Partnership; and notwithstanding any provision to the

contrary in any Agreement:

\

(a) neither the creation of the Charges nor the execution, delivery, perfection,
registration or performance of any documents relating thereto shall create or be
deemed to constitute a breach by either or both of the Petitioners or the

Partnership, as the case may be, of any Agreement to which it is a party; and
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®) 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.
SERVICE AND NOTICE

50. THIS COURT ORDERS that the Petitioner be at liberty to serve this Order, the Petition,
the Notice of Hearing of Petition, the Affidavit #1 of John M. McNamara and any other
pleadings in this proceeding on any creditor or shareholder of either of the Petitioners or the
Partnership, or any other interested party, other than empioyees and creditors to which the

Petitioners or the Parinership owe less than $250.00:

(a) by delivering a copy of same to the last address known to the Petitioners, if any,

communicated by such creditor, shareholder or party to the Petitioners; and

(b) by causing an advertisement to be placed in one edition of each of the Globe and

Mail and the Vancouver Sun describing these proceedings; and
(©) by posting a copy of the pleadings on the Monitor’s website.

The Monitor is relieved of its obligation under Section 11(5) of the CCAA to provide similar

notice, other than to supervise this process.

51.  THIS COURT ORDERS that counsel of record who provide an email address in an
Appearance filed in these proceedings shall be deemed to have consented to delivery of

documents by aiy party by email unless objection is made before or at the time of the hearing of

~ the Petition.

52.  THIS COURT ORDERS that the Petitioners and the Monitor be at liberty to serve the
documents referred to in paragraph 50 of this Order, any other materials and orders in these
proceedings, any notices or other correspondence, by forwarding true copies thereof by prepaid

ordinary mail, courier, personal delivery or fax transmission to the Pelitioners' or the
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Partnership's creditors at their respective addresses as last shown on the records of the
Petitioners, and any such service or notice by courier, personal delivery or fax transmission shall
be deemed to be received on the next business day following the date of forwarding thereof, or if

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

53,  THIS COURT ORDERS that notwithstanding paragraphs 56 and 58 of this Order,
service of the Petition, the Notice of Hearing, the Affidavit #1 of John M. McNamara this Order
and any other pleadings in this proceeding, shall be made on the federal and British Columbia
Crowns in accordahce with the Crown Liability and Proceedings Act, R.S.C. 1985, c. C-50, and
regulations thereto, in respect of the federal Crown, and the Crown Proceeding Act, R.S.B.C.

1996, c. 89, in respect of the British Columbia Crown.
GENERAL

54.  THIS COURT ORDERS that the Petitioners or the Monitor may from time to time apply
to this Court for advice. and directions in the discharge of their respective powers, duties and

obligations hereunder.

55.  THIS COURT ORDERS that nothing in this Order shall prevent the Monitor from acting
as an interim receiver, a receiveér, a receiver and manager, or a truste¢ in bankruptey of the

Petitioners, the Business or the Property.

56. ‘THIS COURT ORDERS that this Order and any other orders in these proceedings shall
have full force and effect in all provinces and territories of Canada and shall be binding on all
creditors of the Petitioners, wherever situate. This Court seeks and requests the aid and
recognition of other Canadian and foreign Courts and administrative bodies including any Court
or administrative tribunal of any Federal or State Court or administrative body in the United
States of America, to act in aid of and to be complementary to this Cowrt in carrying out the

terms of this Order where required.

57.  THIS COURT ORDERS that each of the Petitioners and the Monitor be at liberty and is

hereby authorized and empowered to apply to any court, tribunal, regulatory or administrative
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body, wherever located, for the recognition of this Order and for assistance in carrying out the
terms of this Order. In particular, the Monitor shall be authorized as a foreign representative of
the Petitioner to apply to the United States Bankruptey Court for relief pursuant to Chapter 15 of

the United States Bankrupicy Code, 11 U.S.C. §§ 101-1330, as amended, if required.

58.  THIS COURT FURTHER ORDERS that the Petitioners may (subject to the provisions of
the CCAA and the BIA) at any time file a voluntary assignment in bankrupicy or a proposal
pursuant to the commercial reorganization provisions of the BIA if and when the Petitioners

" determine that such a filing is appropriate.

59.  THIS COURT FURTHER ORDERS that the Petitioners are hereby at liberty to apply for
such further interim or interlocutory relief as to it may be advisable within the time for the filing

of an Appearance by the creditors of the Petitioners in this proceeding.

60.  THIS COURT FURTHER ORDERS that any interested Person or creditor of either of
the Petitioners or the Partnership may file an Appearance in this proceeding and the time limited
for filing such an Appearance for such person or creditor outside of Britisly Columbia shall be 14

days from the date of service upon such Person or creditor.

61. THIS COURT FURTHER ORDERS that liberty is reserved to any interested person or
party to apply to this Court on two (2) clear day§ notice to the Petitioners and such persons who
have filed Appearances for such further Order of this Court or for variation of this Order or

otherwise as may be advised.

62. THIS COURT FURTHER ORDERS that short leave is hereby granted to allow the
hearing of an application on two (2) clear days’ notice after delivery of the Notice of Motion,
affidavits in support and Notice of Hearing, subject to the Court in its discretion further
abridging or extending the time for service. Outlines, Responses and Chambers Records shall

not be required to be exchanged by counsel or filed in this proceeding.

63.  THIS COURT FURTHER ORDERS that endorsement of this Order by counsel

appearing on this application is hereby dispensed with.
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64. THIS COURT ORDERS that this Order and all of its provisions are effective as of

12:01 a.m. local Vancouver time, the date of this Order.

BY THE COURT

APPROVED AS TO FORM:

il

Counsel for the Petjtioner
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Schedule “A”

Petitioners' Counsel: Magnus €. Verbrugge and Martha Martindale of Borden Ladner Gervais LLP
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Appendix B —
Amended Initial Order

© Deloitte & Touche Inc.



SUPREME COURT
OF BRITISH COLUMBIA
. VANCOUVER REGISTRY

FEB 1112008 No. S080752 .

ENTERED Vancouver Registry

‘ THE SUPREME COURT OF BRITISH COLUMBIA

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT
' R.S.C. 1985, c. C-36, as amended

AND
IN THE MATTER OF THE BUSINESS CORPORATIONS ACT, R.S.B.C. 2002 c. 57
AND

IN THE MATTER OF BACKBAY RETAILING CORPORATION, and
' GRAY'S APPAREL COMPANY LTD.

PETITIONERS
ORDER
BEFORE THE HONOURABLE ) Monday, the 11" day
L ) ‘
Mr. Justice Hinkson : }  of February, 2008.

THE APPLICATION of the Petitioners coming on for hearing e); parte at
Vancouver, British Columbia this day; AND UPON HEARING Magnus C. Verbrugge, counsel
for the Petitioners and Kibben M. Jackson, counsel for the ‘Monitor, Deloitte & Touche Inc.,
AND UPON READiNG the material filed, including the Affidavit of Martha Martindale sworn

February 8, 2008 and filed:

THIS COURT ORDERS THAT:

1. the terms of the Initial Order pronouncea on February 1, 2008 in these
proceedings be and are hereby varied as set out in the blacklined copy of the Initial Order

attached as Schedule A.
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2. that the style of cause of this proceeding be and is hereby amended to read as

follows:

No. S080752
Vancouver Registry

IN THE SUPREME COURT OF BRITISH COLUMBIA

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT
R.S.C. 1985, ¢c. C-36, as amended

AND
IN THE MATTER OF THE BUSHVESS CORPORATIONS-ACT, R.S.B.C. 2002 c. 57
AND

"IN THE MATTER OF BACKBAY RETAILING CORPORATION, and
GRAY'S APPAREL COMPANY LTD.

PETITIONERS

3. * that endorsement of this Order by counsel appearing on this application is hereby

dispensed with.

L/ ~” DEPUTY DISTRICT REGISTRAR

.APPROVED S TO FORM:

Counsel for the etltloners
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SCHEDULE A

No. S080752
Vancouver Registry

IN THE SUPREME COURT OF BRITISH COLUMBIA

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

AND

"IN THE-MATTER OF THE BUSINESS CORPORATIONS ACT, R.S.AB.C. 2000,2002, c.

AND

IN THE MATTER OF BACKBAY RETAILING.CORPORATION, and
' GRAY'S APPAREL COMPANY LTD.

PETITIONERS
END. ORDER
BEFORE THE HONOURABLE , ) FRIDAY, THE Ist DAY

MR. JUSTICE HINKSON : ) OF FEBRUARY, 2008

THE APPLICATION of the Petitioners coming on for hearing ex parte at Vancouver, British
Columbia, on the 1st day of February, 2008 (the “Filing Date”); AND ON HEARING Magnus
Verbrugge, counsel for the Petitioners and other counsel as listed on Schedule “A” hereto; AND
UPON READING the material filed, including the Affidavit #1 of John M. McNamara sworn
February 1, 2008; AND pursuant to the Companies’ Creditors Arrangement Act,; R.S.C. 1985 c.
- C-36 (the “CCAA”), Rules 3, 10, 12, 13(1), 13(6), 14 and 44 of the Rules of Court and the

inherent jurisdiction of this Honourable Court:
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JURISDICTION

1. THIS COURT ORDERS AND DECLARES that the Petitioners are companies to which
the CCAA applies. Although not a Petitioner, Manposa Stores Limited Paﬂnershlp (the
“Partnershlp") shall enjoy the benefits of the protections provided by thlS Order.

PETITION HEARING

2. THIS COURT ORDERS that the hearing of the Petition in this proceeding be held at the
Courthouse at 800 Smithe Street, Vancouver, British Columbia at 9:00 a.m. on'Friday, the 29th
day of February, 2008, pfovided that the service referred to in paragraph 51 of this Order occur
no later than February 14, 2008.

3. THIS COURT ORDERS that all of the relief provided for in the subsequent paragraphs of

this Order is granted to the Petitioners on an interim basié only, and that the relief made in the

subsequent paragraphs will expire at 11:59 p.m. (local Vancouver time) on Mazeh1;February 29,
2008, unless extended by this Court at thé hearing of the Petition which will occur on that date.

POSSESSION OF PROPERTY AND OPERATIONS

4,  THIS COURT ORDERS that, subject to this Order and any further Order of this Court, the
Petitioners and the Partnership shall remain in possession and control of their currént and future
assets, undertakings and properties of every nature and kind whatsoever, and wherever situate
including all’ proceeds thereof (the “Property”), and continue to carry on their business in the

ordinary course and in a manner consistent with the preservation of their business (the
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“Business”) and Property. The Petitioners shall be authorized and empowered to contiriue 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 it deems: reasonably necessary or desirable in the ordlnary course

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

5.

" THIS COURT ORDERS that the Petitioners shall be entitled, but not required, to pay the

following expenses which may have been incurred prior to the Filing Date:

(@)

(b)

all outstanding wages, salaries, employee and pension benefits (including long and
short term disability payments), vacation pay, bonuses and expenses (but
excluding severance pay) payable before or after the Filing Date, in each case
incurred in the ordinary course of business and consistent with the relevant
compensation policies and arrangements existing at the time incurred (collectively

“Wages”); and

the fees and disbursements of any Assistants retained or employed by the
Petitioners in respect of these proceedings, at their standard rates and charges,
including payment of the fees and disbursements of legal counsel retained by the

Petitioners, whenever and wherever incurred, in respect of:

¥ these proceedings or any other similar proceedings in other jurisdictions in
which the Petitioners or any subsidiaries or affiliated companies of the

Petitioners are domiciled;
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- (i) any litigation in which the any of the Petitioners are named as a party,

whether commenced before or after the Filing Date; and

(i)  any related corporate matters; gnd

necessary to assist in the restructuring of the Petitioners.

6.  THIS COURT ORDERS that, except as dtheljwise provided herein, the Petitioners shall be
entitled to pay all expenses reasonably incurred by the Petitioners in carrying on the Business in
the ordinary course following the Filing Date, and in carrying out the provisions of this Order,

which expenses shall include, without limitation:

(2) all expenses reasonably incurred 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;

“(b) all capital expenditures reasonably incurred for the preservation of the Property or

the Business as approved by the Monitor, as hereinafter defined in paragraph 30;

©) all obligations incurred by the Petitioner after the Filing Date, including without

limitation, with respect to goods and services actually supplied to the Petitioner

!‘ following the date of this Order (including those under purchase orders
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outstanding at the Filing Daté but excluding any interest on the Petitioner’s

obligations incurred prior to the Filing Date);

(d) amounts outstanding to creditors for goods and services provided prior to the
Filing Date where expressly authorized by this Order or any further Order of this
- Court; and

(e fees and disbursements of the kind referred to in paragraph 5(b) which”may be

incurred after the Filing Date.

7. THIS COURT ORDERS that the Petitioners are aufhorized to remit, in accordance with

legal requirements, or pay:

. _(é) any statutory deemed trust amounis in favour of the Crown in right of Canada or
of any Province thereof or ahy other taxation authority which are required to be
deducted from Wages, including; without limitation, amounts in respect of (i)
employment insurance, (ii) Canada Pension .Plan, (iii) Quebec Pension Plan, and
(iv) incomse taxes or any such claims which are to be paid pursuant to Section 18.2

of the CCAA;

(b) all goods and services or other applicable sales taxes (collectively, “Sales Taxes™)
required to be remitted by the Petitioners in connection with the sale of goods and
services by the Petitioners, 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
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(c) any arhount payable to the Crown in right of Canada or of any Province thereof or
any political subdivision thereof or amy other taxation authority in respect of
municipal property taxes, municipal business taxés or other taxes, assessments or
levies of any nature or kind which may at law be payable in priority to claims of
secured creditors and which are attributable to or in respect of the carrying on of

the Business by the Petitioner.

8. THIS COURT ORDERS thgt until sﬁch time as either of the Petitioners or the Partnership
repudiates a real property lease in accordance with pa.ragraph F211(b)(iv) of this Order, such |
Petitioner or the Partnership, as the case may be, may pay all amounts constituting rent or
payable as rent under real proi:erty 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 lease) based on the terms of existing lease arrangements or as oﬁherwise may
be negotiated by the Petitioners frozh time to time, for the period commencing from and

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

9.  THIS COURT ORDERS that until such time as the Petitioners repudiate any equipment
lease in accordance with paragraph ¥211(b)(v) of this Order, and provided that the equipment
Jease is a true lease and not a financing lease creating a security interest, the Petitioners may pay
all amounts due or payable under such leases based on the terms of existing lease arrangements
or as otherwise may be negotiated by the Petitioners from time to time, for the period
commencing from and including the date of this Order, but shall not pay any amount with respect

to pre-Filing Date arrears.

10. THIS COURT ORDERS that, except as specifically permitted herein, the Petitioners are
hereby directed, until further Order of this Court: ‘
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(a)

(b)

. {(©)

to make no payments of principal, interest or otherwise on account of amounts
owing by the Petitioners or the Partnership to any of their creditors as of the Filing

Date except as authorized by this Order;

to grant no security interests, trust, mortgages, liens, charges-or encumbrances
upon or in respect of any of their Property, nor become a guarantor or surety, nor

otherwise become liable in any manner with respect to any other person or entity

' except as authorized by this Order; and

to grant credit only to the customers of the Business and then oﬁly for goods and
services actually supplied to those customers and on payment terms ordinarily
granted by the Petitioners in the usual course of the Business, and only upon the '
customer agreeing that thére is no right of set-off in resbect of amounts owing fof '
such goods and services against any debt owing by the Petitioners to such

customers as of the Filing Date.

RESTRUCTURING

11. THIS COURT ORDERS that, subject to the terms of this Order, the Petitioners shall

remain in possession of their Property and Business, provided that:

(a)

they shall not sell or otherwise dispose of any of their Property or Business
outside of the ordinary course of business except pursuant to this paragraph or as

may be authorized by an Order of the Court;
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(b) they shall have the righf, subject to the consent of the Monitor, to proceed with an

_ orderly downsizing of the Business and operations, including without limitation,

the right to:

(ii)

(iii)

)

v).

VANOL: 24578722464071: v42
YANQI.

permaneritiy or temporarily cease, downsize or shut down any of the
Business or operations, and to dispose of redundant or non-material assets
not exceeding a value of $50,000 in any one transaction or $500,000 in

the aggregate;

terminate the employment of such of their employees or temporarily lay

off sucﬁ of their employees as they deem appropriate on such terms as

may be agreed upon between the Petitioners and such employee, or failing

such agreement, to deal with the bonsequer{ces thereof in the Plan;
terminate such of their supplier arrangements as they deem appropriate;

in accordance with paragraphs 4312 and 1413 of this Order, .vacate,
abandon or quit éhy leased premises and/or repudiate any real property
lease and any ancillary agreements relating to any leased premises, on
such terms as may be agreed upon between the Petitioners and such
landlord, or failing such agreement, to deal with the consequences thereof

in the Plan,

repudiate such leases of equipment as they deem to be unnecessary for

their business, on such terms as may be agreed upon between the



Petitioners and the lessor of such equipment, or failing such agreement, to

deal with the consequences thereof in the Plan;

(vi) = terminate or repudiate such of their arrangeménts or agreements of any
nature whatsoever as the Petitioners deem appropriate; on such terms as
may be agreed upon between the Petitioners and sﬁoh counter-parties, or
failing such agreement, to deal with the consequences thereof in the Plan;

and

(vil) pursue all sources of refinancing and offers for material parts of the
' 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 (b)(i), above; and

(© they shall have the right, subject to approval of the Court, to assign leases for any
leased premises and/or assign leases of real property and any ancillary agreements

relating to any leased premises;

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

Business (the “Restructuring”™).

12. THIS COURT ORDERS that the Petitioners shall provide each of the relevant landlords
with notice of the Petitioners’ 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 on the leased premises to observe such removal and, if the
landlord disputes the Petitioners' 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
secured creditors who claim a security interest in the fixtures, such landlord and the Petitioners,

or by further Order of this Court upon application by the Petitioners on at least two (2) clear

- 9.
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days’ notice to such landlord and any such secured creditors. If the Petitioners repudiate the
lease govemihg such leased premises in accordance with paragraph +211(b)(iv) of this Order,
they shall not be required to pay Rent under such lease pending res.o‘lution of any such dispute
with 'respect to the fixtures, and the repudiation of the lease shall be' without prejudice to the

Petitioners’ claim to the fixtures in dispute.

13.  THIS COURT ORDERS that if a lease is repudiated by the Petitioners in accordance with
paragraph +211(b)(iv) of this Order, fhen at the effective time of the repudiation, the relevant
Jandlord shall be entitled to take possession of any such leased premises without waiver of or
prejudice to any claims or rights such landlord may héve against the Petitioners in respect of such
lease or leased premises and such landlord shall be entitled to ndtify the Petitioners of the basis
on which it is taking possession and to gain posses'sion of and re-lease such leased f)remises 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.

14. THIS COURT ORDERS that, subject to the other provisions of this Order (including the
payment of Rent as herein provided) and any further Order of this Court, the Petitioners shall be
permitted to dispose of any or all of the Property locaﬁed (or foﬁnerly located) on such leased
premises without any interference of any kind from the landlord (notwithstanding the terms of
. any leases) and, for greater certainty, the Petitioners shall have the right to realize upon the
Property in such manner and at such leased premises, as it deems suitable or desirable for the

purpose of maximizing the proceeds and recovery therefrom.

15. THIS COURT DECLARES that, pursuant to Section 7(3)(c) of the Personal Information
Protection and Electronic Documents Act, S.C. 2000, c. 5 and Section 18(1)(o) of the Personal
Information Protection Act, S.B.C. 2003, c. 63, and any regulations promulgated under authority
of either Act, as applicable (the “Relevant Enactment”), the Petitioners are permitted, in the

course of these proceedings, to disclose personal information of identifiable individuals in their

210 -
VANOL: 2457872246407 1 v42
YANOL:,



S N

possession or confrol to sfakehol’ders, its advisors, prospective investors, financiers, buyers or
strategic partners (collectively, “Third Parties™), but only to the extent desirable or required to °
negotiate and complete the Restructuring or to prepare and implement the Plan or transactions for
that purpose; provided that the Third Parties to whom such personal information ;15 disclosed .
enter into confidentiality agreements with the Petitioners binding them in the same manner and to
the same extent with respect to the collection, use and disclosure of that information as if they
were an organization as defined under the Relevant Enactment, and limiting the use of such
information to the extent desirable or required to negotiate and complete the Restructuring or fo
prepare and implezﬁent the Plan or transactions for that purpose, and attorning to the jurisdiction
of this.Court for the purposes of that agreement. Upon the oﬁmpletion of the use of personal
information for the limited purposes set out herein, the Third Parties shall return the personal
information to the Petitioners or destroy it. If the Third Parties acquire personal information as
péx’t of the Restructuring or the preparation and implerﬂentation of the Plan or transactions in
furtherance thereof, such Third Parties may, subject to this paragraph and any Relevant
Enactment, continue to use the personal information in a manner which is in all respects iciéntical

to the prior use thereof by the Petitioner.
NO PROCEEDINGS AGAINST THE PETITIONER OR MONITOR

16. THIS COURT ORDERS that until and including February 29, 2008, or such later date as

this Court may order (the “Stay Period™), no action, suit or proceeding in any court or tribunal

(each, a “Proceeding”) shall be commenced or continued against or in respect of the Petitioners

or the Partnership, or affecting the Business or the Property, except with the written consent of
the Petitioners or with leave of this Court, and any and all Proceedings currently under way
against or in respect of the Petitioners or the Partnershlp or affecting the Business or the Property

are hereby stayed and suspended during the Stay Period pending further Order of this Court.
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'17.  THIS COURT ORDERS that during the Stay Period, no Proceeding shall be commenced
against or in respect of the Monitor, in its capacity as Monitor, except with the written consent of -

the Monitor or with leave of this Court.

NO EXERCISE OF RIGHTS OR REMEDIES

18. THIS COURT ORDERS that during the Stay Period, all rights and remedies of any
individual, firm, corporation, govemmeﬁtal body or agency, or any other persons or entities
having notice of this Order (all of the foregoing, collectively being “Persons” and each being a
“Person”) against or in respect of the Petitioners, the Partnershii) or the Monitor, or affectingAthe
Business or the Property, are hereby stayed and suspended except with the written consent of the
Petitioners and the Monitor or leave of this Court, provided that nothing in this paragraph shall
(i) empower the Petitioners to carry on any business which the Petitioners are not lawfully
entitled to carry onm, (ii) affect the rights and remedies of a regulatory body with respect to any -
investigation in respect of the Petitioners, the Property or the Business or Proceeding taken or to
be taken by a regulatory body against the Petitioner or with respect to the Property or Business,
except when it is seeking, directly or indirectly, to enforce any of its rights as a secured creditor
or an unsecured creditor, (iii) prevent the filing of any registration to preserve or perfect a
' mortgage, charge or éeourity interest (subject to the provisions of Section 18.5 of the CCAA
relating to the priority of statutory Crown securities) or (iv) prevent the registration or filing of a
lien or claim for lien or the commencement of a Proceeding to protect lien or other rights that
might otherwise be barred or extinguished by the effluxion of time, provided that no further step
shall be taken in respect of such lien, claim for lien or Proceeding except for service of the

initiating documentation on the Petitioner.

© 19, THIS COURT ORDERS that the ﬁghts and remedies hereby stayed shall include all rights
or remedies relating to mortgages, charges, trusts, security interests, securities, instruments,

debentures, notes or bonds issued by or on behalf of the Petitioners or the Partnership.

-12 -
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NO INTERFERENCE WITH RIGHTS

20. THIS COURT ORDERS that during the Stay Period, no Person shall discontinue, fail to
honour, alter, interfere with, repudiate, terminate or cease to perform any right, renewal right,
contract, ‘agreement, licence or permit in favour of or held by the Petitioners or the Partnership,

except with the written consent of the Petitioners and the Monitor or leave of this Court.

CONTINUATION OF SERVICES

21. THIS COURT ORDERS that during thie Stay Period, all Persons having agreements with
the Petitioners or the Partnership or mandates under an enactment for the supply of goods and/or
services, including without limitation all computer software, communication and other data '
services, centralized banking services, payroll services, insurance,. tfansportation, services, utility
or other services to the Business or fhe Petitioner, are hereby restrained until further Order of this
Court from discontinuing, altering, interfering with, breaching or ferminating any such agreement
for the supply of such goods or services as may be required by the Petitioners or thé‘Partner'ship,
and that the Petitioners énd the Partnership shall be entitled to the continued use of their current
premises, telephone numbers, facsimile numbers, intemet addresses and domain names, prévided
in each case that the normal prices or charges (excluding amounts outstanding as at the Filing
Date) for all such goods'or services received by the Petitioner after the date of this Order are paid
by the Petitioners, or the Partnership, as the case may'be; in accordance with normal payment
practices of the Petitioners and the Partnership or such other arraﬁgements as may be agreed
upon by the supplier or service provider and the Petitioners or the Partnership, or as may be

ordered by this Court.

22. THIS COURT ORDERS that during the Stay Period and subject to the other provisions of

this Order, no creditor of or other person who has dealt or may deal with the Petitioners or the

. Z13 -
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Paﬁnership shall be under any obligation after the date of this Order to enter into new or renewed

_“ arrangements with the Petitioners or the Partnership except that:
|

@

ML

YANOL:

®)

any person who has provided policies of insurance or indemnity at the request of
the Petitioners or the Partnership shall be required to continue or to rene\x} such
policies of insurance or indemnities following the date of this Order provided that
the Petitioners, or the Partnership, as the case may be, make payment of the
premiums (other than premiums outstanding as at the Filing Date) on the usual
commercial terms (as if these proceedings had not been commenced) and

otherwise complies with the provisions of such policies; and

any person who has supplied goods and/or services to the Petitioners or the
Partnership essential to the operations of the Petitioners or the Partnership shallbe -
required to continue or to renew any contracts or agreements oOr otherwise

continue the arrangement for the provision of such supply or service, provided

. that the Petitioners, or the Partnership, as the case may be, pay the prices or

charges under the agreements for such goods or services (excluding amounts
outstanding as at the Filing Date) incurred after the Filing Date concurrently with
such supply, or alternatively when the same become due in accordance with the
payment terms negotiated between the Petitioners, or the Partnership, as the case
may be; and such person subsequent to the Filing Date, and provided that such
terms shall be the usual or common commercial terms charged by such person to
others for the same or similar supplies and services and, in any event, such terms
to be no more onerous than those which app_lied to. the Petitioners, or the
Partner_ship, as the case may be, before these proceedingé had been commenced

for such supplies and services.

23.  THIS COURT ORDERS that, notwithstanding any provision in this Order, no creditor of
the Petitioners or the Partnership shall be under any obligation after the making of this Order to

-14 -
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advance or re-advance any monies or otherwise extend any credit to the Petitioners or the

Partnership.

24. The Petitioners may, by written advice from its counsel of record herein and with the

written consent of the Monitor, agree to waive any of the protections provided to it herein.
PROCEEDINGS AGAINST DIRECTORS AND OFFICERS

25. THIS COURT ORDERS that during the Stay Period, aﬁd except as permittéd by
subsection 11.5(2) of the CCAA, no Proceeding may be commenced or continued against any of
the current or future directors and officers of the Petitioners with respect to any claim against the
directors and officers that arose before the date hereof and that relates to any obligations of the

Petitioners or the Partnership whereby the directors and officers are alleged under any law to be |
liable in their capacity as directors and officers for the 'paymenf or performance of such

obligations.
DIRECTORS AND OFFICERS INDEMNIFICATION AND CHARGE

26. THIS COURT ORDERS that the Petitioners are permitted to indemnify their present and

future directors and officers and each of them from all claims, costs, charges and expenses |
relating to the failure of the Petitioners or the Partnership, after the date hereof, to make
payments of such obligations which they sustain or incur by reason of or in relation to their
respective caﬁacities as directors and officers of the Petitioners (and irrespective of whether such
obligations of the Petitioners arose before or after the Filing Date), provided that such indemnity
shall apply only to the extent that the directors and officers have acted honestly and in good faith
with a view to the best interests of the Petitioners and the Partnership, have not committed wilful

misconduct or gross negligence, have not breached their related fiduciary duties, and have not
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authorized actions or conduct inconsistent with the terms of this Order or any other order

subsequently pronounced in these proceedings.

27. THIS COURT ORDERS that the directors and officers of the Petitioners 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 $200,000, as security for the indemnity provided
in baragraph 26 of this Order. The Directors’ Charge shall have the priority set out in paragraphs
45 and 47 herein.

- 28.. THIS COURT ORDERS that, notwithstanding any language in any applicable insurance

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

the Directors’ Charge, and (b) the Petitioners' direo_tors and officers shall only be entitled to the

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

and officers’ insurance policy, or to the extent that such coverage is insufficient to pay amounts
indemnified in accordance with paragraph 26 of this Order. The Petitioners shall not allow such
directors and officers insurance, if any, to lapse, or reduce coverage under or fail to renew such

msurance, save with the consent of the Monitor.

APPOINTMENT OF MONITOR

29. THIS COURT ORDERS that Deloitte & Touche Inc. is hereby appointed pursuant to the

CCAA as the monitor (the “Monitor”), an officer of this Court, to monitor the Property and the

Petitioners' conduct of the Business and the Partnership with the powers and obligations set out

in the CCAA or set forth herein, and that the Petitioners and their shareholders, officers,
directors, and Assistants shall cooperate fully with the Monitor in the exercise of its powers and

rights and discharge of its obligations.
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- 30. THIS COURT ORDERS that the Monitor, in addition to its rights and obligations
specifically set out in the CCAA, is hereby directed and empowered to:

(@)

(b)

(©)

(d)

(e)

0

monitor the Petitioners' receipts and disbursements;

report to this Court and the creditors at such times and intervals as the Monitor
niay deem appropriate with respect to matters relating to the Property, the
Business, the Restructuring and such other matters as may be relevant to the

proceedings herein;

advise the Petitioners as to the preparation of the Petitioners' cash flow statements
and reporting and such financial and other information as required by the DIP

Lender (as defined in paragraph 39);

advise the Petitioners as to the development of any Plan authorized to be

presented to the creditors, and any amendments to the Plan;

have full and complete access to the Property, books, records and management,
employees and advisors of the Petitioneré, to the extent required to perform its

duties arising under this Order;

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;

-17-
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(&) perform such other duties as are required by this Order or by this Court from time

to time;

(h) take all reasonable steps to ensure that the Petitioners make payment of all
required amounts from its bank accounts or otherwise in the manner directed in

this Order; and '

(i) . provide assistance to the Petitioners with respect to the Restructuring and the

downsizing.

31. THIS COURT ORDERS that the Monitor shall not take possession of the Property and
shall take no part whatsoever in the management or supervision of the management of the
Business and shall not,. by fulfilling its obligations hereunder, or by inadvertence in relation to
the due exercise of powers or performance of duties under this Order, be deemed to have taken or
maintained possession or control of the Business or Property, or any part thereof, and nothing in
this Order-shall be construed as resulting in the Monitor being an employer or a successor
employer, within the meaning of any statute, regulation or rule of law or equity, for any purpose

whatsoever.

32. THIS COURT ORDERS that the Monitor shall provide the DIP Lender and any other
creditor of the Petitioners or the Partnership with information provided by the Petitioners in
response to reasonable requests for information made in writing by the DIP Lender or such '
creditor addressed to the Monitor. The Monitor shall not have any responsibility or liability with
respect to the information proyided by it pursuant to this paragraph. In the case of information

that the Monitor has been advised by the Petitioners, or either of them, is confidential, the
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Monitor shall not provide such mfonnatlon to the DIP Lender or the creditors unless otherwise

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

33, THIS COURT ORDERS that, in addition to the rights and protections specifically afforded
to the Monitor under the CCAA or which the Monitor possesses 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 of wilful misconduct on its
part. Nothing in this Order shall derogate from the‘righ'ts and protections given to the Monitor by

any applicable legislation. -

34, THIS COURT ORDERS that the Monitor need not file security with this Court for the due

and proper exercise and performance of its powers and duties as Monitor.

35. THIS COURT ORDERS that the Monitor shall be-at liberty to post any report relating to
the subject matter of th1s proceeding on the Monitor’s web site at www. deloitte.com/ca/mariposa

in lieu of mailing such reports to creditors of the Petitioners or the Partnershlp or to any other °

interested parties.

ADMINISTRATION CHARGE

36. ‘THIS COURT ORDERS that the Monitor, counsel to the Monitor, if any, and counsel to
the Petitioners shall be paid their reasonable fees and disbursements, in each case at their
standard rates and charges, by the Petitioners as part of the cost of these proceedings. The
Petitioners are hereby authorized and directed to pay the accounts of the Monitor, counsel to the
Monitor and counsel to the Petitioners on a periodic basis and, in addition, the Petitioners are
hereby authorized to f)ay to the Monitor, and counsel to the Petitioners, retainers in the amounts

of $50,000 respectively, and to the Monitor's counsel, a retainer in the amount of $20,000, to be
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held by them as security for payment of their respective fees and disbursements outstanding from

time to time.-

37. THIS COURT ORDERS that the Monitor and its legal counsel shall pass their accounts
from time to time, and for this purpose the accounts of the Monitor and its legal counsel are
hereby referred to a judge of the British Columbia Supreme Court and may be heard on a

summary basis.

38. THIS COURT ORDERS that the Monitor, counsel to the Monitor, if any, and counsel to
the Petitioners shall be entitled to the benefits of, and are hereby granted, a charge (the
“Administration Charge”) on the Property, which charge shall not exceed an aggregate amount of
$300,000 as security for payment of their respective-fees and disbursements incurred at thé
standard rates anci éharges of the Monitor and such counsel, both before and after the making of
this Order in respect of these proceedings. The Administration Charge shall have the priority set

out in paragraphs 45 and 47 hereof.

DIP CHARGE

39. THIS COURT ORDERS that the Petitioners in their capacity as general partners of the
Partnership, are hereby authorized and empowered, with the consent of the Monitor, to obtain
and borrow under a credit facility (the “DIP Facility”) from COC Stiftung II (the “DIP Lender”)
in order to finance the Petitioners' and the Partnership's working capital requirements and other
general corporate purposes and oépital expenditures, provided that borrowings under such credit
facility shall not exceed $4,000,000 unless permitted by further Order of this Court. Prior to the
hearing of the Petition on February 29, 2008, the Petitioners shall not utilize any more of the DIP

'Facility than is necessary to maintain a positive cash balance.

40. THIS COURT ORDERS that the DIP Facility shall be on the terms and sﬁbject to the
conditions set forth in the demand loan agreement between the Petitioner and the DIP Lender

dated as of February 1, 2008 (the “Loan Agreement”), the form of which is filed as Exhibit “B“
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to the Affidavit #1 of John M. McNamara, except that the Dip Lender shall be entitled to

increase the amount of the loan thereuhder to up to $4,000,000.

41. THIS COURT ORDERS that the Petitioners, in their capacity as general partners of the
Partnership, are hereby authorized and empowered to execute and deliver such credit agreerﬁents,
mortgages, charges, hypothecs and "security documents, guarantees and other definitive
' docy;lments (collectively, the “DIP Documents”), as are contemplated by the Loan Agreement or
as may be reasonably required by the DIP Lender pursuant to the terms thereof, and the
Petitioners are hereby authorized and directed to pay and perform all of its indebtedness, interest, |
fees, liabilities and obligations to the DIP Lender under and pursuant to the Loan Agréemenf'and
the DIP Documents as and when the same become due and are to be perfonned,.notwithstandﬁng

any other provision of this Order.

42. THIS COURT ORDERS that the‘DlIP Lender shall be entitled to the benefits of, and is
hereby granted, a charge (the “DIP Lender’s Charge”) on the Property, which charge shall not
exceed the'aggregate amount owed to the DIP Lender under the DIP Documents. The DIP
Lender’s Charge shall have the priority set out in paragraphs 43 and 44 hereof.

43. THIS COURT ORDERS that, notwithstanding any othér provision of this Order:

(a) the DIP Lender may take such steps from time to time as it may deem necessary or
appropriate to file, register, record or perfect the DIP Lender’s Charge or any of

the DIP Documents;

(b) upon the occurrence of an event of default under the DIP Documents or the DIP
- Lender’s Charge, the DIP Lender, upon one (1) day's notice to the Petitioner and

the Monitor, may exercise any and all of its rights and remedies against the
Petitioners, the Partnership or the Property under or pursuant to the Loan
Agreement, DIP Documents and the DIP Lender’s Charge, including without
limitation, to cease. rnaking' advances to the Petitioners and set off and/or
consolidate any amounts owing by the DIP Lender to the Petitioners against the
obligations of the Petitioners or the Partnership to the DIP Lender under the Loan
Agreement, the DIP Documents or the DIP Lender’s Charge, to make demand,
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accelerate payment and give other notices, or to apply to this Court for the
appointment of a receiver, receiver and manager or interim receiver, or for a
bankruptcy ordet against the Petitioners and for the appointment of a trustee in
bankruptcy of thelP.etitioners and, for greater cerfainty, upon the occurrence of an
event of default under the terms of the DIP Documents, the DIP Lender shall be
entitled to seize and retain proceeds from the sale of the Property and tﬁe cash
flow of the Petitioner to repay amounts owing to the DIP Lender in accordance
with the DIP Documents and the DIP Lender’s Charge, but subject to the
priorities as set out in paragraphs 45 and 47 of this Order; and

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

the Petitioner or the Property.

44. THIS COURT ORDERS AND DECLARES that the DIP Lender shall be treated as
unaffected in any plan of arrangement or compromise filed by the Petitioners under the CCAA,

or any proposal filed by the Petitioners under the Bankruptcy and Insolvency Act (“BIA”). .

VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

45. THIS COURT ORDERS that the priorities of the Administration Charge and the

Directors’ Charge, as between them, shall be as follows:
First — Administration Charge (to the maximum amount of $300,000);
Second — Directors’ Charge (to the maximum amount of $200,000).

46. THIS COURT ORDERS that the filing, recording, registration or perfection of the
Administration Charge and the Directors’ Charge (collectively, the “Charges”) shall not be
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required, and the Charges shall, notwithstanding any lack of filing, recording, registering or
perfection, be valid and enforceable for all purposes, including as against any right, title or

interest filed, recorded, registered or perfected before or after the Charges come into existence.

47. THIS COURT ORDERS that each of the Administration Charge and the Directors’ Charge
(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, mortgages, charges and

encumbrances, statutory or otherwise (collectively, “Encumbrances”), in favour of any Person.

48. THIS COURT ORDERS that except as otherwise expressly provided herein, or as may be
approved by this Court, the Petitionesr shall not grant any Encumbrances over any Property that.
rank in priority to, or pari passu with the Charges, unless the Petitioners obtain the prior written

consent of the Monitor and the beneficiaries of the Charges (collectively, the “Chargees”).

49. THIS COURT ORDERS that the Charges shall not be rendered invalid or unenforceable
and the rights and remedies of the Chargees shall not otherwise be limited or impaired in any
way by (a) the pendency of these proceedings and the declarations of insolvency made herein; (b)
any application(s) for bankruptcy order(s) issued pursﬁant to the BIA, or any bankruptcy order
made pursuant to such applications; (c) the filing of any assignments for the general benefit of
creditors made pursuant to the BIA; or (d) any negative covenants, prohibitions or other similar
provisions or lack of consent with respect to borrowings, incurring debt or the creation of
Encumbrances, contained in any existing loan document, lease, mortgage, security agreement,
debenture, sublease, offer to lease or other agreement (collectively, an “Agreement”) which binds
either of the Petitioners or the Partnership; and notwithstanding any provision to the contrary in

any Agreement:

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

registration or performance of any documents relating thereto shall create or be
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deemed to constitute a breach by either or both of the Petitioners or the

Partnership, as the case may be, of any Agreement to which it is a party; and

(b) 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.
SERVICE AND NOTICE -

50. THIS COURT ORDERS that the Petitioner be at liberty to serve this Order, the Petition,
the Notioe' of Hearing of Petition, the Affidavit #1 of John M. McNamara and any other
pleadings in this proceeding on any creditor or shareholder of either of the Petitioners or the
Partnership, or any other interested party, other than employees and creditors to which the

Petitioners or the Partnership owe less than $250.00:

(a) . by delivering a copy of same to the last address known to the Petitioners, if any,

communicated by such creditor, shareholder or party to the Petitioners; and

)] by causing an advertisement to be placed in one edition of each of the Globe and

Mail and the Vancouver Sun describing these proceedings; and
(c) by posting a copy of the pleadings on the Monitor's website.

The Monitor is relieved of its obligation under Section 11(5) of the CCAA to provide similar

notice, other than to supervise this process.
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. 51. THIS COURT ORDERS that counsel of record who provide an email address in an
Appearance filed in these proceedings shall be deemed to have consented to delivery of
documents by any party by email unless objection is made before or at the time of the hearing of

the Petition.

52. THIS COURT ORDERS that the Petitioners and the Moﬁitor be at liberty to serve the
documents referred to in paragraph 50. of this Order; any other materials and orders in these
proceedings, any notices or other correspondence, by forwarding true copies thereof by prepaid
ordinary mail, courier, personal delivery or fax transmission to the Petitioners' or the
Partnership's creditors at their respective addresses as last shown on the records of the
Petitioners, and any such service or notice by courier, personal delivery or fax transmission shall
be deemed to be received on the next'business déy following the date of forwarding thereof, or if

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

53. THIS COURT ORDERS that notwithstanding paragraphs 56 and 58 of this Order, service
of the Petition, the Notice of Hearing, the Affidavit #1 of John M. McNamara this Order and any
other pleadings in this proceeding, shall be made on the federal and British Columbia Crowns in
accordance with the Crown Liability and Proceedings AAcz,_ R.S.C. 1985, c. C-50, and regulations
thereto, in respect of the federal Crown, and the Crown Proceeding Act, R.S.B.C. 1996, c. .89, in

respect of the British Columbia Crown.
GENERAL

54. THIS COURT ORDERS that the Petitioners or the Monitor may from time to time apply
to this Court for advice and directions in the discharge of their respective powers, duties and

obligations hereunder.
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55. THIS COURT ORDERS that nothing in this Order shall prevent the Monitor from acting
as an interim receiver, a receiver, a receiver and manager, or a trustee in banlcmbtcy of the

Petitioners, the Business or the Property.

56. THIS COURT ORDERS that this Order and any other orders in these proceedings shall
have full force and effect.in all provinces and territories of Canada and shall be binding on all
creditors of the Petitioners, wherever situate. This Couft seeks and requests the aid and
recognition of other Canadian and foreign Courts and administrative bodies including any Court
or administrative tribunal of any Federal or State Court or.administrative body ’in the United
States of America, to act in aid of and to be oompleméntary to this Court in carrying out the

terms of this Order where required.

57. THIS.COURT ORDERS that each of the Petitioners and the Monitor be at liberty and is
hereby authorized and empowered to apply to any court, tribunal, regulatory or administrative
body, wherever located, for the recognition of this Order and for assistance in carrying out the
terms of this Order. In particular, the Monitor shall be authorized as a foreign representative of
the Petitioner to apply td the United States Bankruptcy Court for relief pursuant to Chapter 15 of
the United States Bankrupicy Code, 11 U.S.C. §§ 101-1330, as am-ended, if required.

58. THIS COURT FURTHER ORDERS that the Petitioners may (subject to the provisions of
the CCAA and the BIA) at any time file a voluntary assignment in bankruptcy or a proposal
pursuant to the commercial reorganization provisions of the BIA if and when the Petitioners

determine that such a filing is appropriate.
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59, THIS COURT FURTHER ORDERS that the Petitioners are hereby at liberty to apply for
such further interim or interlocutory relief as to it may be advisable within the time for the filing

of an Appearance by the creditors of the Petitioners in this proceeding.

60. THIS COURT FURTHER ORDERS that any interested Person or creditor of either of the
Petitioners or the Partnership may file an Appearance in this proceeding and the time limited for
filing such an Appearance for such person or creditor outside of British Columbia shall be 14

" days from the date of service upon such Person or creditor.

61. THIS COURT FURTHER ORDERS that liberty is reserved to any interested person or
party to apply to this Court on two (2) clear days’ notice to the Petitioners and such persons who
have filed Appearances for such further Order of this' Court or for variation of this Order or

otherwise as may be advised.

62. THIS COURT FURTHER ORDERS ﬁxat short leave is hereby granted to allow the
hearing of an application on two (2) clear days’ notice after delivery of the Notice of Motion,
affidavits in support and Notice of Hearing, subject to the Court in its discretion further abridging
or extending the time for service. Outlines, Responses and Chambers Records shall not be

required to be exchanged by counsel or filed in this proceéding,

63. THIS COURT FURTHER ORDERS that endorsement of this Order by counsel appearing

on this application is hereby dispensed with.
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64. THIS COURT ORDERS that this Order and all of 1ts provisions are ‘effective as of 12:01
a.m. local Vancouver time, the date of this Order.

BY THE COURT

DISTRICT REGISTRAR

APPROVED AS TO FORM:

Counsel for the Petitioner
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Schedule “A”

Petitioners’ Counsel: Magnus C. Verbrugge and Martha Martindale of Borden Ladner Gervais LLP
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No.
Vancouver Registry

IN THE SUPREME COURT OF BRITISH COLUMBIA
IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT
R.S.C. 1985, ¢. C-36, as amended
' AND .
IN THE MATTER OF THE BUSINESS CORPORATIONS ACT, R.S.A. 2000, ¢. B-9
AND
IN THE MATTER OF BACKBAY RETAILING CORPORATION, and
GRAY'S APPAREL COMPANY LTD.

PETITIONERS

ORDER

MCV/mbm (503148/000092)

BORDEN LADNER GERVAIS LLP
1200 Waterfront Centre
200 Burrard Street
P.O. Box 48600
Vancouver, British Columbia
VIX 1T2
Telephone: (604) 687-5744
Attn: Magnus C. Verbruggel



No. S080752
- Vancouver Registry

IN THE SUPREME COURT OF BRITISH COLUMBIA

IN THE MATTER OF THE COMPANIES’' CREDITORS ARRANGEMENT ACT
R.S.C. 1985, ¢. C-36, as amended

AND
IN THE MATTER OF THE BUSINESS CORPORATIONS ACT,R.S.B.C. 2002 c. 57
AND

IN THE MATTER OF BACKBAY RETAILING CORPORATION, and
GRAY'S APPAREL COMPANY LTD.

PETITIONERS

ORDER

MCYV (503148/000092)

BORDEN LADNER GERVAIS LLP
1200 Waterfront Centre
200 Burrard Street
P.O. Box 48600
Vancouver, British Columbia
V7X1T2
Telephone: (604) 687-5744
Attn: Magnus C. Verbrugge

DYE & DURHAM
COMPANY INC.
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Appendix C —
Monitor’s notice to creditors

© Deloitte & Touche Inc.



Deloitte

NOTICE TO CREDITORS OF BACKBAY RETAILING CORPORATION, GRAY’S
APPAREL COMPANY LTD. and MARIPOSA STORES LIMITED PARTNERSHIP

On February 1, 2008, Backbay Retailing Corporation, Gray’s Apparel Company and while not a
petitioner Mariposa Stores Limited Partnership (collectively, the “Petitioners™) filed a Petition in the
Vancouver Registry of the Supreme Court of British Columbia (the “Court”), Action Number S080752
(the “CCAA Proceedings™) seeking protection from their creditors under the Companies’ Creditors
Arrangement Act. This protection was sought to enable the Petitioners to restructure their business and
their indebtedness to creditors. An Initial Order was granted by the Court on the same day which prevents
any creditor from taking any proceedings against the Petitioners and permits the Petitioners to remain in
control of their assets and to continue to carry on business during the restructuring period. At 9:00 a.m.
on February 29, 2008, the Petition filed in the CCAA Proceedings will be heard in the Supreme Court of
British Columbia at the Vancouver Courthouse at which time the Petitioners will seek a further order
extending the stay of proceedings granted in the Initial Order and seeking other relief.

As a term of the Initial Order, Deloitte & Touche Inc. was appointed Monitor in the CCAA Proceedings
to oversee the operations of the Petitioners during the restructuring.

Pursuant to the direction of the Court, the Petitioners will be providing service upon you of the necessary
documents.

As part of the Petitioners’ restructuring management is looking at all alternatives and they have

had parties express an interest in purchasing the business. Pursuant to the Initial Order, the Petitioners are
required to pay for all merchandise received after the Initial Order. The Petitioners are continuing with
business as usual and have obtained Debtor in Possession financing to meet their operating and
merchandise payment requirements. The Petitioners will be making payment for all inventory received.
The Petitioners will be working through terms with their suppliers which allow for a verification of
inventory to occur and payment to be made, payment on Receipt of Goods. All invoicing is to be directed
to the Petitioners.

Should you have any questions regarding this process, please contact the Monitor at the following
address:

Deloitte & Touche Inc.

PO Box 49279, Four Bentall Centre
2800 — 1055 Dunsmuir Street
Vancouver, BC V7X 1P4

Attention: Kwame Moloko
Phone: (604) 640-4903
Fax: (604) 899-7005
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Appendix D —
Summarized unaudited balance sheet and income
statements, as at December 31, 2007
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Mariposa Stores Limited Partnership
Balance Sheet at December 31, 2007

(000's)

ASSETS
Current
Cash $ 865
Accounts Receivables 295
Inventory 7,826
Prepaid Expenses 259
Total current expenses $ 9,245
Due from related parties 5,941
Property and equipment 2,346

$ 17,532
LIABILITIES AND PARTNERS' EQUITY
Current Liabilities
Other loans $ 5,034
Merchandise payables 2,713
Other Payables 1,239
Total Current Liabilities $ 8,986
Partners Equity 8,546

$ 17,532
Mariposa Stores Limited Partnership
Income Statement for
the 11 months ended December 31, 2007

(000's)
Sales $ 24,458
Cost of Sales 9,708
Gross Profit $ 14,750

Expenses
Selling, operating, general and administrative $ 16,628
Amortization of property and equipment 506

$ 17,134
Operating Loss before the following $ (2,384)
Other operating income 1,507
Interest Income 10

Net Income (Loss) $ (867)




Appendix E —
Monitor’s statement of receipts and disbursements,
as at February 28, 2008
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Mariposa Stores Limited Partnership
Statement of Receipts and Disbursements
As of February 28, 2008
{Canadian Funds)

Receipts
Debtor In Possession Financing (DIP) $ 2,499,990.00
Interest earned 2,549.26

$2,502,539.26

Disbursements
Premise Lease Payments
Charles F. Berg, Inc $180,000.00
Mariposa Stores Limited Partnership 575,000.00
$ 755,000.00

Retainer
Monitor - Deloitte & Touche Inc $ 50,000.00
Monitor's Legal Counsel - Fasken Martineau DuMoulin 20,000.00
Petitioner's Legal Counsel - Borden Ladner Gervais 50,000.00

120,000.00
Payroll - Charles F.Berg, Inc. 111,254.00
Legal Fees for Charles F.Berg, Inc. - Miller Nash LLP 35,295.50
Legal Fees for Mariposa - Borden Ladener Gervais 42,363.40
Monitors Fees for Mariposa - Deloitte & Touche Inc. 67,384.20
GST Paid 5,349.41
Bank Charges 427.94

1,137,074.45

Funds Available $1,365,464.81



Appendix F —
Cash flow statement, as at February 22, 2008
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www.deloitte.ca

© Deloitte & Touche LLP and affiliated entities.

Deloitte, one of Canada's leading professional services firms, provides
audit, tax, consulting, and financial advisory services through more
than 7,600 people in 56 offices. Deloitte operates in Québec as
Samson Bélair/Deloitte & Touche s.e.n.c.r.l. The firm is dedicated to
helping its clients and its people excel. Deloitte is the Canadian
member firm of Deloitte Touche Tohmatsu.

Deloitte refers to-one or more of Deloitte Touche Tohmatsu, a Swiss
Verein, its member firms, and their respective subsidiaries and
affiliates. As a Swiss Verein (association), neither Deloitte Touche
Tohmatsu nor any of its member firms have any liability for each
other's acts or omissions. Each of the member firms is a separate and
independent legal entity operating under the names "Deloitte,"
"Deloitte & Touche," "Deloitte Touche Tohmatsu," or other related
names. Services are provided by the member firms or their
subsidiaries or affiliates and not by the Deloitte Touche Tohmatsu
Verein.
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