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Court File No. CV-18-604759-OOCL

ONTARIO
SUPERIOR COURT OF JUSTICE

COMMERCIAL LIST

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
KRAUS BRANDS INC., KRAUS CANADA LTD., KRAUS CARPET INC.,
KRAUS PROPERTIES INC., KRAUS USA INC., and STRUDEX INC.

Applicants

NOTICE OF MOTION
(returnable September 18, 2018)

(Motion for Sale Approval and Vesting Order)

Kraus Brands Inc., Kraus Canada Ltd., Kraus Carpet Inc., Kraus Properties Inc.,

Kraus U5A Inc., and Strudex Inc. (collectively, the "Applicants", with the partnerships

listed in Schedule "A" hereto, collectively, the "Kraus Group"}, the Applicants in these

proceedings, will make a motion to the Honourable Mr. Justice Penny sitting on the

Commercial List on Tuesday September 18, 2018, at 2:15 p.m., or as soon after that

time as the motion can be heard, at the Court House at 330 University Avenue, Toronto,

Ontario.

PROPOSED METHOD OF HEARING: The motion is to be heard orally.

THE MOTION IS FOR an Order substantially in the form attached hereto as Schedule

"B" (°Sale Approval and Vesting Order"}:

(a} if necessary, abridging the time for service and filing of this notice of

motion and the motion record and dispensing with further service thereof;
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(b) approving the transaction ("TPS Transaction") contemplated by the asset

purchase agreement between Kraus Canada LP, Kraus Properties LP and

Kraus USA Ina (collectively, the "Kraus Sellers°) and Q.E.P. Co., Inc.

and Roberts Company Canada, Ltd. (collectively, the "Purchaser"), dated

September 10, 2018, as may be further supplemented or amended

("Purchase Agreement'};

(c) vesting all of the Kraus Sellers' rights, title and interest in and to the

Purchased Assets, as set out and described in the Purchase Agreement,

in the Purchaser, free and clear of and from all Claims (as defined in the

Sale Approval and Vesting Order), except for those permitted

encumbrances, easements and restrictive covenants listed on Schedule

"E" to the Sale Approval and Vesting Order;

(d) approving a certain transition services agreement (in support of the

Purchase Agreement) made between the Kraus Sellers and the Purchaser

for the provision of services to ensure the orderly transition of the sale of

the TPS Business (defined below) to the Purchaser ("Transition Services

Agreement');

(e) an Amended and Restated initial Order, substantially in the form attached

as Schedule "C" to this notice of motion, providing for certain amendments

to the initial Order including enhanced priority for the court-ordered

charges;
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(~ approving the Pre-Filing Report of Deloitte Restructuring Inc. (`Deloitte")

dated September 10, 2018, ("Pre-Filing Report") and the activities and

conduct described therein;

(g) if necessary, sealing from the public record any commercially-sensitive

information and/or documents that may be filed on this motion; and

(h} such further and other relief as this Honourable Court may deem just.

THE GROUNDS FOR THE MOTION ARE:

Overview

(a} The Kraus Group is avertically-integrated manufacturer of premium carpet

for the commercial and residential market. It is also a distributor in North

America of flooring products produced by other manufacturers ("TPS

Business").

(b} The Applicants are insolvent. As of August 31, 2018, the Kraus Group

owes Wells Fargo Capital Finance Corporation Canada ("Wells Fargo")

and Red Ash Capital Partners it Limited Partnership ("Red Ash") the

aggregate amount of at (east $148,170,248.

(c) On September 11, 2018, the Applicants were granted creditor protection

and related relief under the Companies' Creditors Arrangement Act,

R.S.C. 1985, a C-36, as amended ("CCAA"), pursuant to the Initial Order

("Initial Order") of the Honourable Mr. Justice Penny, dated September



11, 2018, and Deloitte was appointed monitor of the Kraus Group in the

CCAA proceedings ("Monitor"}.

(d) Also on September 11, 2018, a motion will be filed by Kraus Carpet Inc.

with the United States Bankruptcy Court (District of Delaware) for the entry

of a provisional order recognizing the within CCAA proceedings as a

foreign main proceeding and granting a stay of execution against the

debtors' assets in the United States.

(e) The Purchase Agreement was concluded following a comprehensive and

extensive sales process ("Sale Process"} conducted by Deloitte

Corporate Finance ("DCF").

(fl Given the breadth, duration and results of the Sales Process, it can be

demonstrated that no better or higher offer could be obtained that would

generate more value for affected creditors.

{g) Provided that the TPS Transaction can be achieved, and subject to the

terms of a certain Forbearance Agreement described in the affidavit of

Christopher Emmott, sworn September 10, 2018 ("Emmott Affidavit'),

Wells Fargo is prepared to continue to extend funds under the Wells

Credit Agreement. Failure to complete the TPS Transaction, however,

would constitute a breach of the Forbearance Agreement and would result

in the termination of forbearance.
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Sale Process, Purchase Agreement and Transition Services Agreement

(h) In or around March 2018, Red Ash (in consultation with Kraus Group

management) engaged DCF for the purpose of soliciting offers to

purchase the TPS Business.

(i) DCF proceeded to conduct the Sale Process, as described in the Pre-

Filing Report and the Emmott Affidavit, pursuant to which DCF contacted

an extensive list of potential strategic and financial buyers ("Potential

Purchasers").

(j) Potential Purchasers were provided with a confidential information

memorandum, upon execution of anon-disclosure agreement.

(k) On Aprii 13, 2018, DCF received three expressions of interest from

Potential Purchasers ("EOI Potential Purchasers"} as a result of the Sale

Process. DCF and the Kraus Group then invited the EOI Potential

Purchasers to take part in the second phase of the Sale Process which

included access to an electronic data room and presentations from the

Kraus Group's management.

(i) On May 24, 201$, following the completion of the second phase of the

Sale Process, DCF received a letter of interest from Q.E.P. Co., Inc.

(m) Thereafter, DCF and Q.E.P. Co., Inc. engaged in extensive negotiations

regarding the purchase price.



(n) On August 9, 2018, Q.E.P. Co., Inc. signed the final LOI.

(o} The sale of the TPS Business to the Purchaser pursuant to the Purchase

Agreement involves fhe following consideration:

(i) the Purchase Price (as defined in the Purchase Agreement); and

(ii) the assumption of the Assumed Liabilities (as defined in the

Purchase Agreement).

(p) The Purchase Agreement is conditional upon the receipt of approval and

vesting orders from fhe Canadian and United States Courts. The

Applicants intend to seek the appropriate relief from the United States

Bankruptcy Court.

(q) The purchase price to be paid pursuant to the Purchase Agreement

represents the highest realizable price through the Sale Process. The

TPS Transaction represents the best possible transaction in the

circumstances for the benefit of the Kraus Group and its stakeholders.

(r) The TPS Transaction would benefit Welis Fargo and Red Ash in their

capacity as secured creditors and, given the Purchaser's intention to

restructure and continue the operation of the TPS Business, will benefit

other stakeholders including, importantBy, the approximately 160

employees who will continue to be employed by the Purchaser.
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(s) As part of the proposed sale of the Kraus Group's TPS Business, the

Kraus Sellers have agreed to provide transition services to the Purchaser

pursuant to the Transition Services Agreement. These transition services

are necessary to ensure that the TPS Business is successfully transferred

to the Purchaser as a going concern, including the preservation of

customer relationships that are integral to the value of the business.

(t) The Applicants submit that the Purchase Agreement and Transition

Services Agreement should be approved because:

(i) a comprehensive Sale Process was conducted that did not

generate any offer greater than the secured debt held by Wells

Fargo and Red Ash. Indeed, the offers received during the Sale

Process were significantly less than the secured debt. It does not

appear that a sale can be achieved on terms that are more

favourable than those provided for in the TPS Transaction;

(ii) no creditor is prepared to continue to fund the operations of the

Applicants. if a sale to the Purchaser cannot be achieved the

Applicants will cease operations and liquidate their assets; and

(iii) a liquidation analysts completed by the Monitor, filed as

Gonfidentiai Appendix "D" to the Pre-Filing Report demonstrates

that Wells Fargo and Red Ash would incur an even greater shortfall

on the secured debt should the assets and business of the Kraus

Group be liquidated.



(u) Pursuant to the Sale Approval and Vesting Order the Monitor shat! be

entitled to retain the net proceeds from the TPS Transaction on behalf of

the Applicants to be dealt with by further order of this Court.

(v} The consideration to be received in the transaction is fair and reasonable.

(w) The process leading to the TPS Transaction was fair and reasonable in

the circumstances and was overseen by dCF.

(x) In all of the circumstances, the TPS Transaction is in the best interests of

the creditors and other stakeholders of the Applicants.

(y) The Monitor recommends that this court approve the Purchase

Agreement.

(z) The moving parties understand that the affected secured creditors, Wells

Fargo and Red Ash, support the relief sought herein.

(aa) The Applicants also seek an order approving the Pre-Filing Report and the

activities and conduct described therein.

Amendment to Initial Order

(bb) The Initial Order granted the Administration Charge and the Directors'

Charge priority to all Encumbrances (as defined in the Initial Order) in

favour of any other person other than (a} validly perfected security interest

under a PPSA held by a person that was not served with the notice of



application, and (b) statutory super-priority deemed trusts and liens for

unpaid employee source deductions.

(cc} The proposed Amended and Restated Initial Order provides for the

charges to rank in priority to all Encumbrances.

(dd} The Applicant will provide notice to those parties that may be affected by

the enhanced priority of the charges.

Other

(ee) The provisions of the CCAA including section 36, and the inherent and

equitable jurisdiction of this Honourable Court;

(f~ Rules 1.04, 1.05, 2.01, 2.03, 3.02, 16 and 37 of the Rules of Civil

Procedure, R.R.O. 1990, Reg. 194, as amended;

(gg} Section 137(2} of the Courts of Justice Act, R.S.O. 1994, c. C-43, as

amended; and

(hh} Such further and other grounds as counsel may advise and this Court may

permit.

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the

motion:

(a) The Emmott Affidavit and the exhibits attached thereto;

(b) The Pre-Filing Report;



(c) The confidential exhibits appended to the Emmott Affidavit and the Pre-

Filing Report, which exhibits were ordered sealed by this Honourable

Court;

(d) The Initial Order dated September 11, 2018

(e) The Transition Services Agreement, to be filed; and

(fl Such other material as counsel may advise and this Honourable Court

may permit.

September 11, 2018 CASSE~S BROCK & BLACKWELI LLP
2100 Scotia Piaza
40 King Street West
Toronto, ON M5H 3C2

David S. Ward ~SUC#: 33541W
Tel: 416-869-5960
Fax: 416-640-3154
dward @casseisbrock. com

Larry Ellis LSUC#: 49313K
Tel: 416.869.5406
Fax: 416.640.3004
le I I is @case Isbrock. com

Erin Craddock ~SUC #: 62828)
Tel: 416.860.6480
Fax: 416.644.9324
ecradd ock@casse(s Brock. com

Lawyers for the Applicants
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Court File No.: CV-18-604759-OOCL

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST}

THE HONOURABLE ) TUESDAY, THE 18TH

MR. JUSTICE PENNY ~ DAY OF SEPTEMBER, 2018

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

AND IN THE MATTER OF A PLAN OF COMPROMfSE OR ARRANGEMENT OF
KRAUS BRANDS INC., KRAUS CANADA LTD., KRAUS CARPET INC.,
KRAUS PROPERTIES INC., KRAUS USA INC., and STRUDEX INC.

Applicants

APPROVAL AND VESTING ORDER
(PURCHASE AGREEMENT)

THIS MOTION, made by the Applicants and the Partnerships listed in Schedule

"A" hereto (collectively, the "Kraus Group') pursuant to the Companies' Creditors
Arrangement Act, R.S.C. 1985, c. C-36, as amended ("CCAA"), for an order approving
the sale transaction ("Transaction"} contemplated by an asset purchase agreement

dated as of September 10, 2018 ("Purchase Agreement') between Kraus Canada LP,

Kraus Properties LP, Kraus USA Inc. (collectively, the "Vendors" and each, a "Vendor"}

and Q.E.P. Co., Inc. and Roberts Company Canada Inc. (together, the "Purchasers"

and each, a "Purchaser") and appended to the affidavit of Christopher Emmott sworn

September 10, 2018 ("Emmott Affidavit"}, and vesting in the Purchasers all of the

Vendors' right, title and interest in and to the Purchased Assets (as defined in the

Purchase Agreement) free and clear of any claims and encumbrances, except certain

Permitted Encumbrances (as defined in the Purchase Agreement}, was heard this day

at 330 University Avenue, Toronto, Ontario.

LEGALt46552877.
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ON READING, the Notice of Motion, the Emmott Affidavit, the pre-filing report

("Pre-Filing Report"} of De(oitte Restructuring Inc., in its capacity as the Court-

appointed monitor ("Monitor") of the Kraus Group, and on hearing the submissions of

counsel for the Kraus Group, and counsel for the Monitor, and no one appearing for any

other person on the service list, although properly served as appears from the affidavit

of service, filed:

1. THIS COURT ORDERS that the time for service of the Notice of Motion, the

Motion Record and the Pre-Filing Report is hereby abridged and validated so that this

Motion is properly returnable today and hereby dispenses with further service thereof.

2. THIS COURT ORDERS AND DECLARES that the Purchase Agreement, the

Transaction and all associated steps and transactions effected thereby are hereby

approved, and the execution of the Purchase Agreement by the Vendors is hereby

authorized and approved, with such minor amendments as the Vendors and Purchasers

may deem necessary and mutually agree upon. ?he Vendors are hereby authorized

and directed to complete the Transaction and to take such additional steps and execute

such additional documents and instruments as may be necessary or desirable for the

completion of the Transaction.

3. THIS COURT ORDERS AND DECLARES that upon the delivery of a Monitor's

certificate to the Purchasers substantially in the form attached as Schedule "B" hereto

("Monitor's Certificate"), all of the Vendors' right, title and interest in and to the

Property described in the Purchase Agreement and listed on Schedule "C" hereto shall

vest absolutely in the Purchasers, free and clear of and from any and ail right, title,

interest, benefits, priorities, security interests (whether contractual, statutory, or

otherwise}, hypothecs, mortgages, trusts or deemed trusts (whether contractual,

statutory, or otherwise}, Bens, executions, levies, charges, or other financial or monetary

claims, whether or not they have attached or been pertected, registered or filed and

whether secured, unsecured or otherwise (collectively, the "Claims") inc{uding, without

limiting the generality of the foregoing: (i) any encumbrances or charges created by the

initial order of the Honourable Justice Penny dated September 11, 201$ ("Initial Order")

LEGAL+46552877.1
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in this CCAf~i proceeding; (ii) alf charges, security interests or claims evidenced by

registrations pursuant to the Personal Property Security Act (Ontario) or any other

personal property registry system; (iii) any liens, security interests or interests perfected

through filing financing statements or other documents with the Secretary of State for

the State of Delaware or any other registry or filing office in a state of the United States;

(iv} any mortgage, deed of trust, lien, security interest, fixture filing or other interest

perfected through filing with the Clerk of the Superior Court of Whitfield County, Georgia

or any other registry of deeds, court clerk or filing authority of any county, municipality or

state of the United States and (v) those Claims listed on Schedule "D" hereto, (ail of

which are collectively referred to as the "Encumbrances", which term shall not include

the permitted encumbrances, easements and restrictive covenants listed on Schedule

"E") and, for greater certainty, this Court orders that alI of the Encumbrances affecting or

relating to the Property are hereby expunged and discharged as against the Property.

4. THIS COURT ORDERS that upon the registration at the Clerk of the Superior

Court for Whitfield County, Georgia of an Application for Vesting Order in the form

prescribed by the Land Titles Act and/or the Land Registration Reform Act with respect

to the Property described in the Purchase Agreement and listed on Schedule "C"

hereto, the Clerk is hereby directed to enter the Purchasers as the owner of the

Property in fee simple, and is hereby directed to delete and expunge from title fo the

Property all of the Claims listed in Schedule "D" hereto.

5. THIS COURT ORDERS that in the event that the Monitor does not deliver the

Monitor's Certificate confirming that the conditions to closing set out in the Purchase

Agreement have been satisfied or waived by the Vendors and the Purchasers by •,

2018, which date may be extended without further court order by mutual consent of the

Purchasers and the Vendors, the Transaction will be deemed terminated with

immediate effect and this Approval and Vesting Order snail be of no further force and

effect.

6. THIS COURT ORDERS that in addition to the powers of the Monitor under the

I nitial Order and the CCAA, the Monitor is authorized to act as escrow agent in respect

LEGAL*46552877.



of the Holdbacks under the Purchase Agreement and is directed to administer the

Holdbacks and any escrow accounts in respect thereof in accordance with the escrow

agreement attached as Schedule "F" hereto ("Escrow Agreement'), which Escraw

Agreement may not be varied or amended except by mutual consent of the Vendors

and the Purchasers.

7. THIS COURT ORDERS that for the purposes of determining the nature and

priority of Claims, the net proceeds from the sale of the Property ("Net Proceeds"} shall

stand in the place and stead of the Property, and that from and after the delivery of fhe

Monitor's Certificate all Claims and Encumbrances shall attach to the Net Proceeds

from the sale of the Property with the same priority as they had with respect to the

Property immediately prior to the sale, as if the Property had not been sold and

remained in the possession or control of the person having that possession or control

immediately prior to the sale.

8. THIS COURT ORDERS AND DIRECTS the Monitor to file with the Court a copy

of the Monitor's Certificate, forthwith after delivery thereof.

9. THIS COURT ORDERS that, pursuant to clause 7(3}(c) of the Canada Personal

Information Protection and Electronic Documents Acf, the Vendors and the Monitor are

authorized and permitted to disclose and transfer to the Purchasers all human

resources and payroll information in the Company's records pertaining to the Debtor's

past and current employees pertaining to the Purchased Assets. The Purchasers shall

maintain and protect the privacy of such information and snail be entitled to use the

personal information provided to them in a manner which is in ail material respects

identical to the prior use of such information by the Vendors.

10. THIS COURT ORDERS that, notwithstanding:

(a) the pendency of these proceedings;

(b) any applications for a bankruptcy order now or hereafter issued pursuant

to the Bankruptcy and Insolvency Acf (Canada) in respect of one or more

LEGAL*4G552877.
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of the Kraus Group and any bankruptcy order issued pursuant to any such

applications; and

(c) any assignment in bankruptcy made by one or more of the Kraus Group;

the entering into of the Purchase Agreement and the vesting of the Property in the

Purchasers pursuant to this Qrder shalt be binding on any trustee in bankruptcy that

may be appointed in respect of the Kraus Group and shall not be void or voidable by

creditors of the Kraus Group, nor shall they constitute nor be deemed to be fraudulent

preferences, assignments, fraudulent conveyances, transfers at undervalue, or other

reviewable transactions whether under the CCAA, the Bankruptcy and Insolvency Act

(Canada) or any other applicable federal or provincial legislation or otherwise, nor shall

they constitute oppressive or unfairly prejudicial conduct, whether pursuant to any

applicable federal or provincial legislation or otherwise.

11. THIS COURT ORDERS that the Monitor, Vendors and Purchasers may each

apply to this Court from time to time for advice and direction with respect to any matter

arising from or under this Order.

12. THIS COURT HEREBY REQUESTS the aid and recognition of any court,

tribunal, regulatory or administrative body having jurisdiction in Canada or in the United

States to give effect to this Order and to assist the Kraus Group, the Monitor and their

respective agents in carrying out the terms of this Order. All courts, tribunals, regulatory

and administrative bodies are hereby respectfully requested to make such orders and to

provide such assistance to the Kraus Group and the Monitor, as an officer of this Court,

as may be necessary or desirable to give effect to this Order or to assist the Kraus

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

L[GAL'46552877. t



SCHEDULE"A"

Partnerships

Kraus Brands LP

Kraus Canada LP

Kraus Carpet LP

Kraus Properties LP

Studex LP
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SCHEDULE"B"

Form of Monitor's Certificate

Court File No.: CV-18-604756-OOCL

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST}

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
KRAUS BRANDS INC., KRAUS CANADA LTD., KRAUS CARPET INC.,
KRAUS PRpPERTiES INC., KRAUS USA INC., and STRUDEX INC.

Applicants

MONITOR'S CERTIFICATE

RECITALS

A. Pursuant to an Order of the Honourable Justice Penny of the Ontario Superior

Court of Justice ("Court') dated September 11, 2018 ("Initial Order"), Deloitte

Restructuring Inc. was appointed as the monitor ("Monitor") of the Applicants and the

Partnerships listed on Schedule "A" to the Initial Order (collectively, the "Kraus Group").

B, Pursuant to an Order of the Court dated September 18, 2018 ("Approval and

Vesting Order"), the Court approved the asset purchase agreement made as of

September 10, 2018 ("Purchase Agreement'} between Kraus Canada LP, Kraus

Properties LP and Kraus USA Inc. ("Vendors") and Q.E.P. Co., Inc. and Roberts

Company Canada Ltd. ("Purchasers') and provided for the vesting in the Purchasers of

the Vendor's right, title and interest in and to the Purchased Assets, which vesting is to

be effective with respect to the Purchased Assets upon the delivery by the Monitor to

the Purchasers of a certificate confirming (i) the payment by the Purchasers of the

Purchase Price for the Purchased Assets pursuant to the Purchase Agreement; (ii) that

the conditions to Closing as set out in the Purchase Agreement have been satisfied or

LEGAL*46552877.1
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waived by the Vendors and the Purchasers; and (iii) the Transaction has been

completed to the satisfaction of the Monitor.

C. Unless otherwise indicated herein, terms with initial capitals have the meanings

set out in the Purchase Agreement or the Approval and Vesting Order.

THE MONITOR CERTIFIES the following:

1. The Purchasers has paid the Purchase Price for the Purchased Assets pursuant

to the Purchase Agreement, subject to the Holdbacks under the Purchase Agreement

and the Escrow Agreement;

2. The conditions to Closing as set out in the Purchase Agreement have been

satisfied or waived by the Vendors and the Purchasers; and

3. The Transaction has been completed to the satisfaction of the Monitor.

4. This Certificate was delivered by the Monitor at [TIME) on

[DATEj.

DELOITTE RESTRUCTURING INC., in its
capacity as Monitor of the Applicants,
and not in its personal capacity

Per:

Name:

Title:

LEGAI,•46552897, i



SCHEDULE"C"

Purchased Assets

[To be completed]

LEGAL'4G552877.



SCHEDULE"D"

Claims to be deleted and expunged from title to Real Property

[To be completed]

~ecn~•a~ssza~zi



SCHEDULE"E"

Permitted Encumbrances, Easements and Restrictive Covenants
related to the Real Property

(unaffected by the Vesting Order)

[To be completed]

LEGAL*46552877.



SCHEDULE "F"

Escrow Agreement

[To be completed]

LEGAL•46552877.



IN
 T
H
E
 M
A
T
T
E
R
 O
F
 T
H
E
 C
O
M
P
A
N
I
E
S
'
 C
R
E
D
I
T
O
R
S
 A
R
R
A
N
G
E
M
E
N
T
 A
C
T
,
 R
.S

.C
. 
1
9
8
5
,
 C
.
 C
-
3
6
,
 A
S
 A
M
E
N
D
E
D

A
N
D
 I
N 
T
H
E
 M
A
T
T
E
R
 O
F
 A
 P
L
A
N
 O
F
 C
O
M
P
R
O
M
I
S
E
 O
R
 A
R
R
A
N
G
E
M
E
N
T
 O
F
 K
R
A
U
S
 B
R
A
N
D
S
 I
NC
.,
 K
R
A
U
S
 C
A
N
A
D
A
 L
T
D
.
,

K
R
A
U
S
 C
A
R
P
E
T
 I
NC
.,
 K
R
A
U
S
 P
R
O
P
E
R
T
I
E
S
 I
NC
.,
 K
R
A
U
S
 U
S
A
 I
NC
.,
 a
n
d
 S
T
R
U
D
E
X
 I
N
C
.

Co
ur
t 
Fi

le
 N
o.
: 
C
V
-
1
8
-
6
0
4
7
5
9
-
O
O
C
~

O
N
T
A
R
I
O

S
U
P
E
R
I
O
R
 C
O
U
R
T
 O
F
 J
U
S
T
I
C
E

(
C
O
M
M
E
R
C
I
A
L
 L
I
S
T
)

P
ro
ce
ed
in
g 
c
o
m
m
e
n
c
e
d
 i
n 
To
ro
nt
o

A
P
P
R
O
V
A
L
 A
N
D
 V
E
S
T
I
N
G
 O
R
D
E
R

(
P
U
R
C
H
A
S
E
 A
G
R
E
E
M
E
N
T
)

C
A
S
S
E
~
S
 B
R
O
C
K
 8
~ 
B
L
A
C
K
W
E
L
L
 L
L
P

2
1
0
0
 S
co

ti
a 
Pl

az
a

4
0
 K
in

g 
St

re
et

 W
e
s
t

T
or
on
to
, 
O
N
 
M
5
H
 3
C
2

D
av

id
 S
.
 W
a
r
d
 L
S
U
C
#
:
 3
3
5
4
1
 W

T
el
: 4
16

.8
69

.5
96

0
F
ax

: 
41

6.
64

0.
31

54
d w

ar
d@
ca
ss
el
sb
ro
ck
. c
om

La
rr
y 
El
li
s 
~
S
U
C
#
:
 4
9
3
1
3
K

T
el
: 

41
6.

86
9.

54
06

F
ax

: 
41

6.
64

0.
30

04
lel

 I i
s@

ca
ss

el
sb

ro
ck

.c
om

E
ri
n 
C
r
a
d
d
o
c
k
 ~
S
U
G
#
 6
2
8
2
8
)

T
el
: 

41
6.

86
0.

64
80

F
ax

: 
41

6.
64

4.
93

24
ec

ra
dd

oc
k@

ca
ss

el
sb

ro
ck

. c
om

L
a
w
y
e
r
s
 f
or

 t
he
 A
pp

li
ca

nt
s

L
EG
AL
*4
65
52
87
7.
1



Schedule "C"

LEGAL'46470511.6



CourE File No. CV-18-604759-OOC~

~~ ~ _ : •

SUPERIOR COURT OF JUSTICE

COMMERCIAL LIST

THE HONOURABLE MR.

JUSTICE PENNY

TUESDAY, THE 11TH

DAY OF SEPTEMBER, 2018

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
KRAUS BRANDS INC., KRAUS CANADA LTD., KRAUS CARPET INC.,
KRAUS PROPERTIES INC., KRAUS USA INC., and STRUDEX INC.

Applicants

THIS APPLICATION, made by the Applicants, pursuant to the Companies'

Creditors Arrangement Act, R.S.G. 1985, c. C-36, as amended ("CCAA") was heard this

day at 330 University Avenue, Toronto, Ontario.

ON READING the affidavit of Christopher Emmott sworn September 10, 2018,

and the exhibits thereto ("initial Affidavit'), and the pre-filing report of the proposed

monitor, Deloitte Restructuring Inc. ("Monitor"), dated September 10, 2018 ("Pre-Filing

Report"}, and on hearing the submissions of counsel for the Applicants and the

partnerships listed in ScheduCe "A" hereto ("Partnerships"} and counsel for the Monitor,

and counsel for Wells Fargo Capital Finance Corporation Canada ("Wells Fargo"} such

other counsel as were present and wished to be heard, no one appearing for any other

party although duly served as appears from the affidavits of service, filed, and on

reading the consent of Deloitte Restructuring Inc. to act as the Monitor,
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SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Application and

the Application Record is hereby abridged and validated so that this Application is

properly returnable today and hereby dispenses with further service thereof.

APPLICATION

2. THIS COURT ORDERS AND DECLARES that the Applicants are companies to

which the CCAA applies. Although not Applicants, the Partnerships (together with the

Applicants, the "Kraus Group"} shall enjoy the benefits of the protections and

authorizations provided by this Order.

PLAN OF ARRANGEMENT

3. THIS COURT ORDERS that the Applicants shall have the authority to file and

may, subject to further order of this Court, file with this Court a plan of compromise or

arrangement (hereinafter referred to as the "Plan").

POSSESSION OF PROPERTY AND OPERATIONS

4. THIS COURT ORDERS that the Kraus Group shall remain in possession and

contro4 of its current and future assets, undertakings and properties of every nature and

kind whatsoever, and wherever sifuate including all proceeds thereof ("Property").

Subject to further Order of this Court, the Kraus Group shall continue to carry on

business in a manner consistent with the preservation of its business ("Business"} and

Property. The Kraus Group is 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 it, with

liberty to retain such further Assistants as it deems reasonably necessary or desirable in

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

5. THIS COURT ORDERS that the Kraus Group shall be entitled to continue to

utilize the cash management system currently in place as described in the Initial

Affidavit or replace it with another substantially similar cash management system (the
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"Cash Management System"} and that any present or future bank providing the Cash

Management System shall not be under any obligation whatsoever to inquire into the

propriety, validity or legality of any transfer, payment, collection or other action taken

under the Cash Management System, or as to the use or application by the Kraus

Group of funds transferred, paid, collected or otherwise dealt with in the Cash

Management System, shall be entitled to provide the Cash Management System

without any liability in respect thereof to any Person (as hereinafter defined) other than

the Kraus Group, pursuant to the terms of the documentation applicable to the Cash

Management System, and shall be, in its capacity as provider of the Cash Management

System, an unaffected creditor under the Pian with regard to any claims or expenses it

may suffer or incur in connection with the provision of the Cash Management System.

6. THIS COURT ORDERS that the Kraus Group shall be entitled but not required to

pay the fo(lowi~g expenses whether incurred prior to, on or after the date of this Order:

(a) all outstanding and future wages, salaries, employee and pension benefits,

vacation pay and expenses payable on or after the date of this Order, in each

case incurred in the ordinary course of business and consistent with existing

compensation policies and arrangements; and

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

Kraus Group in respect of these proceedings, at their standard rates and

charges.

7. THIS COURT ORdERS that, except as otherwise provided to the contrary

herein, the Kraus Group shall be entitled but not required to pay all reasonable

expenses incurred by the Kraus Group in carrying on the Business in the ordinary

course on or after the date of this Order, and in carrying out the provisions of this Order,

and any other Order of this Court, which expenses shall include, without limitation:

(a} all expenses and capital expenditures reasonably necessary for the

preservation of the Property or the Business including, without limitation,

payments on account of insurance (including directors and officers

insurance), maintenance and security services; and
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(b) payment for goods or services actually supplied to the Kraus Group on or

after the date of this Order.

8. THIS COURT ORDERS that the Kraus Group shall remit, in accordance with
legal requirements, or pay:

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

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

to be deducfed from employees' wages, including, without limitation, amounts

in respect of (i} employment insurance, (ii} Canada Pension Plan, (iii} Quebec

Pension Plan, and (iv) income taxes;

(b} ail goods and services or other applicable sales taxes (collectively, "Sales

Taxes"} required to be remitted by the Kraus Group in connection with the

sale of goods and services by the Kraus Group, but only where such Sales

Taxes are accrued or collected after the date of this Order, or where such
Sales Taxes were accrued or collected prior to the date of this Order but not
required to be remitted until on or after the date of this Order; and

(c} any amount payable to the Crown in right of Canada or of any Province

thereof or any political subdivision thereof or any other taxation authority in

respect of municipal realty, municipal business or other taxes, assessments

or levies of any nature or kind which are entitled at law to be paid in priority to
claims of secured creditors and which are attributable to or in respect of the

carrying on of the Business by the Kraus Group.

9. THIS COURT ORDERS that until a real property lease is disclaimed or resiliated
in accordance with the CCAA, the Kraus Group shall pay all amounts constituting rent
or payable as rent under real property leases (including, for greater certainty, common

area maintenance charges, utilities and realty taxes and any other amounts payable to

the landlord under the (ease) or as otherwise may be negotiated between the Kraus

Group and the landlord from time to time ("RenY'), for the period commencing from and

including the date of this Order, twice-monthly in equal payments on the first and

fifteenth day of each month, in advance (but not in arrears}. On the date of the first of
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such payments, any Rent relating to the period commencing from and including the date

of this Order shall also be paid.

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

Group is hereby directed, untiC further Order of this Court: (a} to make no payments of

principal, interest thereon or otherwise on account of amounts owing by the Kraus

Group to any of its creditors as of this date; (b) to grant no security interests, trust, liens,

charges or encumbrances upon or in respect of any of its Property; and (c} to not grant

credit or incur liabilities, except in the ordinary course of the Business or pursuant to this

Order or any other Order of this Court.

RESTRUCTURING

11. THIS COURT ORDERS that the Kraus Group shall, subject to such requirements

as are imposed by the CCAA, have the right to:

(a) permanently or temporarily cease, downsize or shut down any of its Business

or operations, and to dispose of redundant or non-material assets not

exceeding $250,000 in any one transaction or $1 million in the aggregate in

any series of related transactions;

(b) terminate fhe employment of such of its employees or temporarily lay ofF such

of its employees as it deems appropriate; and

(c) pursue all avenues of restructuring of its Business or Property, in whole or

part, subject to prior approval of this Court being obtained before any material

refinancing,

all of the foregoing to permit the Kraus Group to proceed with an orderly restructuring of

the Business (the "Restructuring"}.

12. THIS COURT ORDERS that the Kraus Group shall provide each of the relevant

landlords with notice of the Kraus Group's intention to remove any fixtures from any

(eased premises at least seven (7) days prior to the date of the intended removal. The

relevant landlord shall be entitled to have a representative present in the leased



premises to observe such removal and, if the landlord disputes the Kraus Group's

entitlement to remove any such fixture under the provisions of the lease, such fixture

shall remain on the premises and shall be dealt with as agreed between any applicable

secured creditors, such landlord and the Kraus Group, or by further Order of this Court

upon application by the Kraus Group on at least two (2) days notice to such landlord

and any such secured creditors. If the Kraus Group disclaims or resiliates the lease

governing such leased premises in accordance with Section 32 of the CCAA, it shall not

be required to pay Rent under such lease pending resolution of any such dispute (other

than Rent payable for the notice period provided for in Section 32(5) of the CCAA), and

the disclaimer or resiliation of the lease shall be without prejudice to the Kraus Group's

claim to the fixtures in dispute.

13. THIS COURT ORDERS that if a notice of disclaimer or resiliation is delivered

pursuant to Section 32 of the CCAA, then (a) during the notice period prior to the

effective time of the disclaimer or resiliation, the landlord may show the affected leased

premises to prospective tenants during normal business hours, on giving the Kraus

Group and the Monitor 24 hours' prior written notice, and (b) at the effective time of the

disclaimer or resiliation, 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 Kraus Group in respect of such (ease or leased

premises, provided that nothing herein shall relieve such landlord of its obligation to

mitigate any damages claimed in connection therewith.

NO PROCEEDINGS AGAINST THE KRAUS GROUP OR THE PROPERTY

14. THIS COURT ORDERS that until and including October 11, 2018, or such later

date as this Court may order ("Stay Period"), no proceeding or enforcement process in

any court or tribunal (each, a "Proceeding") shall be commenced or continued against

or in respect of the Kraus Group or the Monitor, or affecting the Business or the

Property, except with the written consent of the Kraus Group and the Monitor, or with

leave of this Court, and any and all Proceedings currently under way against or in

respect of the Kraus Group or affecting the Business or the Property are hereby stayed

and suspended pending further Order of this Court.
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NO EXERCfSE OF RIGHTS OR REMEDIES

15. THIS COURT ORDERS that during the Stay Period, alI rights and remedies of

any individual, firm, corporation, governmental body or agency, or any other entities (all

of the foregoing, collectively being "Persons" and each being a "Person") against or in

respect of the Kraus Group or the Monitor, or affecting the Business or the Property, are

hereby stayed and suspended except with the written consent of the Kraus Group and

the Monitor, or leave of this Court, provided that nothing in this Order shall (i} empower

the Kraus Group to carry on any business which the Kraus Group is not lawfully entitled

to carry on, (ii) affect such investigations, actions, suits or proceedings by a regulatory

body as are permitted by Section 11.1 of the CCAA, (iii) prevent the filing of any

registration to preserve or pertect a security interest, or (iv} prevent the registration of a

claim for lien.

NO INTERFERENCE WITH RIGHTS

16. THIS COURT ORdERS that during the Stay Period, no Person shall discontinue,

fail to honour, alter, interfere with, repudiate, terminate or cease to pertorm any right,

renewal right, contract, agreement, licence or permit in favour of or held by the Kraus

Group, except with the written consent of the Kraus Group and the Monitor, or leave of

this Court.

CONTINUATION OF SERVICES

17. THIS COURT ORDERS that during the Stay Period, all Persons having oral or

written agreements with the Kraus Group or statutory or regulatory mandates 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 Kraus

Group, are hereby restrained until further Order of this Court from discontinuing,

altering, interfering with or terminating the supply of such goods or services as may be

required by the Kraus Group, and that the Kraus Group shall be entitled to the

continued use of its current premises, telephone numbers, facsimile numbers, Internet

addresses and domain names, provided in each case that the normal prices or charges
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for all such goods or services received after the date of this Order are paid by the Kraus

Group in accordance with normal payment practices of the Kraus Group or such other

practices as may be agreed upon by the supplier or service provider and each of the

Kraus Group and the Monitor, or as may be ordered by this Court.

NON-DEROGATION OF RIGHTS

18. THIS COURT ORDERS that, notwithstanding anything else in this Order, no

Person shall be prohibited from requiring immediate payment far goods, services, use of

lease or licensed property or other valuable consideration provided on or after the date

of this Order, nor shall any Person be under any obligation on or after the date of this

Order to advance or re-advance any monies or otherwise extend any credit to the Kraus

Group. Nothing in this Order shall derogate from the rights conferred and obligations

imposed by the CCAA.

PROCEEDINGS AGAINST DIRECTORS AND OFFICERS

19. THIS COURT ORDERS that during the Stay Period, and except as permitted by

subsection 11.03(2) of the CCAA, no Proceeding may be commenced or continued

against any of the former, current or future directors or officers of the Kraus Group with

respect to any claim against the directors or officers that arose before the date hereof

and that relates to any obligations of the Kraus Group whereby the directors or officers

are alleged under any law to be liable in their capacity as directors or officers for the

payment or performance of such obligations, until a compromise or arrangement in

respect of the Kraus Group, if one is filed, is sanctioned by this Court or is refused by

the creditors of the Kraus Group or this Court.

dIRECTORS' AND OFFICERS' INDEMNIFICATION AND CHARGE

20. THIS COURT ORDERS that the Kraus Group shall indemnify its directors and

officers against obligations and liabilities that they may incur as directors or officers of

the Kraus Group after the commencement of the within proceedings, except to the

extent that, with respect to any officer or director, the obligation or liability was incurred

as a result of the director's or officer's gross negligence or wilful misconduct.



21. THIS COURT ORDERS that the directors and officers of the Kraus Group shall
be entitled to the benefit of and are hereby granted a charge ("Directors' Charge") on

the Property, which charge shall not exceed an aggregate amount of $1 million, as

security for the indemnity provided in paragraph 20 of this Order. The Directors' Charge
shall have the priority set out in paragraphs 32 and 34 herein.

22. 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 Kraus Group's 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 20 of this Order.

APPOINTMENT OF MONITOR

23. THIS COURT ORDERS that Deloitte Restructuring Inc. is hereby appointed

pursuant to the CCAA as the Monitor, an officer of this Court, to monitor the business

and financial affairs of the Kraus Group with the powers and obligations set out in the

CCAA or set forth herein and that the Kraus Group and its shareholders, officers,

directors, and Assistants shall advise the Monitor of all material steps taken by the

Kraus Group pursuant to this Order, and shall co-operate fully with the Monitor in the

exercise of its powers and discharge of its obligations and provide the Monitor with the
assistance that is necessary to enable the Monitor to adequately carry out the Monitor's
functions.

24. THfS COURT ORDERS that the Monitor, in addition to its prescribed rights and

obligations under the CCAA, is hereby directed and empowered to:

(a) monitor the Kraus Group's receipts and disbursements;

(b} report to this Court at such times and intervals as the Monitor may deem

appropriate with respect to matters relating to the Property, the Business, and

such other matters as may be relevant to the proceedings herein;
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(c} assist the Kraus Group, to the extent required by the Kraus Group, in its

dissemination to Wells Fargo of financial and other information as required by

the Forbearance Agreement (as defined in the Initial Affidavit);

(d) advise the Kraus Group in its development of the Pian and any amendments

to the Plan;

(e) assist the Kraus Group, to the extent required by the Kraus Group, with the

holding and administering of creditors' or shareholders' meetings for voting on

the Plan;

(fl have full and complete access to the Property, including the premises, books,

records, data, including data in electronic form, and other financial documents

of the Kraus Group, to the extent that is necessary to adequately assess the

Kraus Group's business and financial affairs or to perform its duties arising

under this Order;

(g) 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; and

(h} pertorm such other duties as are required by this Order or by this Court from

time to time.

25. 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, be

deemed to have taken or maintained possession or control of the Business or Property,

or any part thereof.

26. THIS COURT ORDERS that nothing herein contained shall require the Monitor to

occupy or to take control, care, charge, possession or management (separately and/or

collectively, "Possession") of any of the Property that might be environmentally

contaminated, might be a pollutant or a contaminant, or might cause or contribute to a

spill, discharge, release or deposit of a substance contrary to any federal, provincial or
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other law respecting the protection, conservation, enhancement, remediation or

rehabilitation of the environment or relating to the disposal of waste or other

contamination including, without limitation, the Canadian Environmental Protection Act,

the Ontario Environmental Protection Act, the Ontario Water Resources Act, or the

Ontario Occupational Health and Safety Act and regulations thereunder (the

"Environmental ~egisiation"), provided however that nothing herein shall exempt the

Monitor from any duty to report or make disclosure imposed by applicable

Environmental Legislation. The Monitor shall not, as a result of this Order or anything

done in pursuance of the Monitor's duties and powers under this Order, be deemed to

be in Possession of any of the Property within the meaning of any Environmental

Legislation, unless it is actually in possession.

27. THIS COURT ORDERS that that the Monitor shall provide any creditor of the

Kraus Group with information provided by the Kraus Group in response to reasonable

requests for information made in writing by such creditor addressed to the Monitor. The

Monitor shall not have any responsibility or liability with respect to the information

disseminated by it pursuant to this paragraph. In the case of information that the

Monitor has been advised by the Kraus Group is confidential, the Monitor shall not

provide such information to creditors unless otherwise directed by this Court or on such

terms as the Monitor and the Kraus Group may agree.

28. THIS COURT ORDERS that, in addition to the rights and protections afforded the

Monitor under the CGAA or as an officer of this Court, the Monitor shall incur no liability

or obligation as a result of its appointment or the carrying out of the provisions of this

Order, save and except for any gross negligence or wilful misconduct on its part.

Nothing in this Order shall derogate from the protections afforded the Monitor by the

CCAA or any appiicab(e legislation,

29. THIS COURT ORDERS that the Monitor, counsel to the Monitor and counsel to

the Kraus Group shalt be paid their reasonable fees and disbursements, in each case at

their standard rates and charges, by the Kraus Group as part of the costs of these

proceedings. The Kraus Group is hereby authorized and directed to pay the accounts

of the Monitor, counsel for the Monitor and counsel for the Applicant on a monthly basis
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and, in addition, the Kraus Group is hereby authorized to pay to the Monitor, counsel to

the Monitor, and counsel to the Kraus Group, retainers in the aggregate amount of

$100,000 to be held by them as security for payment of their respective fees and

disbursements outstanding from time to time.

30. TH(S COURT ORDERS that the Monitor and its legal counse{ shall pass their

accounts from time to time, and for this purpose the accounts of the Monitor and its

Iegal counsel are hereby referred to a judge of the Commercial List of the Ontario

Superior Court of Justice.

31. THIS COURT ORDERS that the Monitor, counsel to the Monitor, if any, and the

Kraus Group's counsel shall be entitled to the benefit of and are hereby granted a

charge (fhe "Administration Charge"} on the Property, which charge shall nat exceed

an aggregate amount of $1 million, as security for their professianal fees and

disbursements incurred at the standard rates and charges 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 32 and 34

hereof.

~l_1 ~ G7 ti i'/_1 ~ 1 ~l c7 7 [~7 :7 Y i'L~7 3a : In1: Tel ~.' ~~3 7 ~ i i ~ 7 :]'f I I i : I ~3i7 7 T~ 7

32. THIS COURT ORDERS that the priorities of the Directors' Charge and the

Administration Charge (collectively the "Charges"), as among them, shall be as follows:

First —Administration Charge (to the maximum amount of $1 million); and

Second —Directors' Charge (to the maximum amounf of $1 million}.

33. THIS COURT ORDERS that the filing, registration or perfection of the Charges

shall not be required, and that the Charges shall be valid and enforceable for all

purposes, including as against any right, title or interest filed, registered, recorded or

perfected subsequent to the Charges coming into existence, notwithstanding any such

failure to file, register, record or perfect.
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34. THIS COURT ORDERS that each of the Charges shall constitute a charge on

the Property and such Charges shall rank in priority to all other security interests, trusts,

liens, charges, encumbrances, and claims of secured creditors, statutory or otherwise

(collectively, "Encumbrances"} in favour of any Person.

35. THIS COURT ORDERS that except as otherwise expressly provided for herein,

or as may be approved by this Court, the Kraus Group shall not grant any

Encumbrances over any Property that rank in priority to, or pari passu with, any of the

Charges unless the Kraus Group also obtains the prior written consent of the Monitor,

and any other Persons entitled to the benefit of the Charges ("Chargees"), or further

Order of this Court.

36. THIS COURT ORDERS that the Charges shall not be rendered invalid or

unenforceable and the rights and remedies of the Chargees thereunder 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 applications) for bankruptcy

orders) issued pursuant to 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; (d) the provisions of any federal or provincial statufes; or (e} any

negative covenants, prohibitions or other similar provisions with respect to borrowings,

incurring debt or the creation of Encumbrances, contained in any existing loan

documents, lease, sublease, offer to lease or other agreement (collectively, an

"Agreement') which binds the Applicant, and notwithstanding any provision to the

contrary in any Agreement:

(a) the creation of the Charges shall create or be deemed to constitute a breach

by the Kraus Group of any Agreement to which it is a party;

(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; and

(c) the payments made by the Applicant pursuant to this Order and the granting

of the Charges do not and will not constitute preferences, fraudulent
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conveyances, transfers at undervalue, oppressive conduct, or other

chailengeabie or voidable transactions under any applicable law.

37. THIS COURT ORDERS that any Charge created by this Order over leases of

real property in Canada shall only be a Charge in the Kraus Group's interest in such real

property leases.

SERVICE AND NOTICE

38. THIS COURT ORDERS that the Monitor shall (a) without delay, publish in the

Globe and Mail a notice containing the information prescribed under the CCAA, (b)

within five days after the date of this Order, (i) make this Order publicly available in the

manner prescribed under the CCAA, (ii) send, in the prescribed manner, a notice to

every known creditor who has a claim against the Kraus Group of more than $1,000,

and (iii) prepare a list showing the names and addresses of those creditors and the

estimated amounts of those claims, and make it publicly available in the prescribed

manner, alI in accordance with Section 23(1)(a) of the CCAA and the regulations made

thereunder.

39. THIS COURT ORDERS that the E-Service Protocol of the Commercial List

("Protocol") is approved and adopted by reference herein and, in this proceeding, the

service of documents made in accordance with the Protocol (which can be found on the

Commercial List website at http~//www.ontariocourts.ca/scj/practice/practice-

directions/toronto/e-service-protocoin shall be valid and effective service. Subject to

Rule 17.05 this Order shall constitute an order for substituted service pursuant to Rule

16.04 of the Rules of Civil Procedure. Subject to Rule 3.01 (d) of the Rules of Civil

Procedure and paragraph 21 of the Protocol, service of documents in accordance with

the Protocol will be effective on transmission. This Court further orders that a Case

Website shall be established in accordance with the Protocol with the following URL

www.insolvencies.deloitte.ca/en-ca/Kraus ("Website").

40. THIS COURT ORDERS that the Monitor shall create, maintain and update as

necessary a list of all Persons appearing in person or by counsel in this proceeding

("Service List"). The Monitor shall post the Service List, as may be updated from time
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to time, on the Website, provided that the Monitor shall have no liability in respect of the

accuracy or timeliness of making any changes to the Service List.

41. THIS COURT ORDERS that if the service or distribution of documents in

accordance with the Protocol is not practicable, the Kraus Group and the Monitor are at

liberty to serve or distribute 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 facsimile transmission fo the Kraus

Group's creditors or other interested parties at their respective addresses as last shown

on the records of the Kraus Group and that any such service or distribution by courier,

personal delivery or facsimile transmission shall be deemed to be received on the next

business day following the date of forwarding thereof, or if sent by ordinary mai(, on the

third business day after mailing.

42. THIS COURT ORDERS that the Kraus Group and the Monitor and their counsel

are at liberty to serve or distribute this Order, any other materials and orders as may be

reasonably required in these proceedings, including any notices, or other

correspondence, by forwarding true copies thereof by electronic message to the Kraus

Group's creditors or other interested parties and their advisors. For greater certainty,

any such distribution or service shall be deemed to be in satisfaction of a legal or

judicial obligation, and notice requirements within the meaning of clause 3(c) of the

Electronic Commerce Protection Regulations, Reg. 81000-2-175 (SOR/DORS}.

C~~;~[~

43. THfS CdURT ORDERS that the Kraus Group or the Monitor may from time to

time apply to this Court for advice and directions regarding the discharge of their

respective powers and duties hereunder or the interpretation of this Order.

44. 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

bankruptcy of the Kraus Group, the Business or the Property.

45. THIS COURT HEREBY REQUESTS the aid and recognition of any court,

tribunal, regulatory or administrative body having jurisdiction in Canada or in the United
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States, to give effect to this Order and to assist the Kraus Group, the Monitor and their
respective agents in carrying out the terms of this Order. All courts, tribunals, regulatory
and administrative bodies are hereby respectFully requested to make such orders and to
provide such assistance to the Kraus Graup and to the Monitor, as an o~cer of this
Court, as may be necessary or desirable to give effect to this Order, to grant
representative status to Kraus Carpet Inc. in any foreign proceeding, or to assist the
Kraus Group and the Monitor and their respective agents in carrying out the terms of
this Order.

46. THIS COURT ORDERS that each of the Kraus Group 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, and that Kraus Carpet Inc. is

authorized and empowered to act as a representative in respect of the within
proceedings for the purpose of having these proceedings recognized in a jurisdiction

outside Canada.

47. THIS COURT ORdERS that any interested party (including the Kraus Group and

the Monitor) may apply to this Court to vary or amend this Order on not less than seven
(7) days notice to any other party or parties likely to be affected by the order sought or
upon such other notice, if any, as this Court may order.

48. THIS COURT ORDERS that Confidential Exhibit "A" to the Initial Affidavit and
Appendix "D" to the Pre-Filing Report, as well as Exhibits C and E to the Affidavit of
Susan Mingle, sworn September 10, 2018, attached as Appendix "C" to the Pre-Filing
Report, be sealed, kept confidential and not form part of the public record, but rather
shall be placed separate and apart from alI other contents of the Court file, in a sealed
envelope attached to a notice that sets out the title of these proceedings and a

statement that the contents are subject to a sealing order and shall only be opened

upon further Order of this Court.
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49. THIS COURT ORDERS that this Order and ali of its provisions are effective as of

12:01 a.m. Eastern Standard/Daylight Time on the date of this Order.



Schedule "A" —Partnerships

Kraus Brands LP

Kraus Canada LP

Kraus Carpet LP

Kraus Properties LP
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Court File No. CV-18-604759-OOCL

ONTARIO
SUPERfOR COURT OF JUSTICE

COMMERCIAL ~fST

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
KRAUS BRANDS INC., KRAUS CANADA LTD., KRAUS CARPET INC.,
KRAUS PROPERTIES INC., KRAUS USA INC., and STRUDEX IBdC.

Applicants

SUPPLEMENTARY AFFIDAVIT OF CHRISTOPHER EMMOTT
(sworn September 17, 2018)

I, Christopher Emmott, of the City of London, in the United Kingdom, MAKE OATM

AND SAY:

1. I am a Director of Kraus Carpet Inc., one oP the applicants herein. I have

knowledge of the matters hereinafter deposed, which knowledge is eifher persona(to me,

obtained from a rev(ew of the documents referred to herein or, where indicated, based on

information and belief upon being advised by others, in which case I verily believe such

information to be true.

2. I swear this affidavit in support of a motion for sale approval returnable Tuesday,

September 18, 2018. Unless otherwise defined, capitalized terms used herein have the

definitions accorded to them in my affidavit sworn September 10, 2018 ("Initial

Affidavit').

LE~AL'46557417.2



-2-

Transition Services Agreement

3. My Initial Affidavit (at paragraphs 113 to 115) referenced a Transition Services

Agreement that was then being negotiated by the Purchasers and the Kraus Sellers to

support the Purchase Agreement and the sale of the TPS Business.

4. The Transition Services Agreement was reached on September 16, 2018, and is

attached as Exhibit "A" to this affidavit.

5. The objective of the Transition Services Agreement is to preserve value by

ensuring a smooth and orderly going concern transition of the TPS Business from the

Kraus Sei(ers to the Purchaser. To this end, it defines the extent to which the parties to

the Purchase Agreement will provide certain services to each other on a transitional

basis. Among other matters, it addresses the provision ofi specific services, standards of

service, use of third party service providers, access to premises, compensation for

services provided, invoice disputes and terming#ion rights.

Sale of Da4fon Georgia Premises

6. In furtherance of the Purchase Agreement, Q.E.P. Co., Inc. will acquire the Dalton

Facility, a 162,000 square foot warehousing and logistics facility situated in Dalton,

Georgia and currently owned and operated by Kraus VS.

7. The Real Estate Purchase Agreement that documents the sale of the Dalton

Facility and lands is referenced at section 7.02 of the Purchase Agreement ("Real Estate

Purchase Agreement"). The Reai Estate Purchase Agreement is also exhibited to the

Purchase Agreement as Exhibit "6", but was inadvertently not included in the version of

I.EGAt'46557417.2
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the Purchase Agreement that was attached to my Initial Affidavit. A copy of the Reai

Estate Purchase Agreement (with purchase price redacted) is attached as Exhibit "B" to

this affidavit. A copy of the unredacted Reai Estate Purchase Agreement is attached to

this affidavit as Confidential Exhibit "A".

8. The Reai Estate Purchase Agreement was negotiated and entered into

concurrently with the Purchase Agreement. It is an Article 9.01 condition of closing of the

Purchase Agreement that the transaction contemplated by the Reai Estafe Purchase

Agreement close prior to or simultaneously with closing contemplated by the Purchase

Agreement.

9. The real property and warehouse and logistic facility conveyed pursuant to the

terms of the Real Estate Purchase Agreement are an integral element of the TPS

Bus(ness which is being acquired by the Purchasers. The Dalton Facility is 4he

best-placed hub for the distribution of hard-surface flooring products to TPS Business

customers across the eastern United Sfates.

10. The Dalton Facility lands and premises are subject to the Wells Fargo and Red

Ash security package (including deed to secure debt and assignment of leases)

described in the Initial Affidavit and the Pre-Filing Report. For this reason, and because

the facilities are central to the operation of the business, they were marketed part and

parcel wifh fhe TPS Business pursuant to the sales and divestiture process that is

detailed in the affidavit of Susan Mingle filed in supporE of the sale approval motion.

11. The purchase price for the Dalton Facility is a component of the overall

consideration contemplated by the Purchase Agreement, and it was the overall

LEGAL`465574172



consideration that the Kraus Group took into account in deciding to accept the Purchase

Agreement.

12. The Monitor's confidential Liquidation Analysis, filed as Confidential Appendix "D"

to the Pre-Filing Report, also supports the sale of the Daiton Facility as an essential

component of the overall agreement and in Yerms of the reasonableness of fhe aggregate

consideration to be paid to fhe Kraus Sellers.

13. To facilitate fhe conveyance of tfie Dalton Facility lands and premises, paragraph 4

of the draft Sale Approval and Vesting Order contemplates a vesting of the property in the

Purchasers. I am advised by Kraus US counsel, Joseph Sgroi of the law firm of

Honigman Miller Schwartz and Cohn LLP, and do verily believe, that this provision of the

order will have force and effect to the extent recognized and enforced by the United

States Bankruptcy Court (District of Delaware}, and that such recognition will be pursued

if the sa{e approval motion is granted by this Honourable Court.

Pre-Filing Payments

14. Post-CCAA filing a need has arisen for the Kraus Group to make certain ordinary

course payments of properly owing pre-filing TPS Business trade liabilities. Such

payments are necessary to preserve the going concern value of the business. Further,

the settlement of specific pre-fi{ing trade liabilities will not affect the overaki consideration

from the Purchase Agreement as the purchase price is based on the net working capital

position of the business on closing.

LEGAI'465574112
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15. Accordingly, the Kraus Group is seeking to amend the initial order of the

Honourable Mr. Justice Penny, dated September 11, 2018, to permit the Kraus Group to

pay certain pre-filing trade liabilities wfth the approval of the Monitor.

16. I swear this affidavit in support of the sale approval motion and for no other or

improper purpose.

SWORN BEFORE ME at the City of ..-- --------.._~~
Waiarloo~efe+ite, Province of Ontario on the 17th --.~.~

day of September, 2018

« a -~,.~,~.~.
Commissioner for Taking A~davits CHRISTOPHER EMMOTT

(or as may be)

LEGAL•485574112



EXHIBIT A



This is Exhibit "A" referred to in the Affidavit of Christopher
Emmott sworn September 17, 2018

AreNe lull • ~ ~q.
PrcMrxx at fo, x~ ~ S6d~F~t~
6~pYa Jtn 12, ~.

may
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TRANSITION SERVICES AGREEMENT

Thls Transition Services Agreement, dated as of [OctoBer r], 2018 (this "Agreement'), (s
entered into between Kraus Canada LP, a limited partnership formed pursuant to the laws of the province
of Ontario ("Kraus Canada"), Kraus Properties LP, a Ilmited partnership formed pursuant to the laws of
the province of Ontario ("Kraus Properties"), Kraus Carpet LP, a limited partnership formed pursuant to
tha laws of the province of Ontario ("Kraus CarpaY') and Kraus USA Inc., a corporation incorporated
pursuant to the laws of the state of Delaware ("Kraus USA" and collectively with Kraus Canada, Kraus
Properties, and Kraus Carpet the "Vendors" and each a "Vendor") and Q.E.P. Co., inc., a corporetion
incorporated pursuant to the laws of Delaware ("QEP USA") and Roberts Company Canada Limited, a
company amalgamated under the laws of the province of Ontario ("QEP Canada", and together with QEP
USA, the "Purchasers" and each a "Purchasers").

RECITALS

WHEREAS, Purchasers and Vendors have entered into that certain Asset Purchase Agreement,
dated as of September 10, 2618 (the "Purchase Agreement'}, under which Vendors, have agreed to seI{
and assign to Purchasers, and Purchasers have agreed to purchase and assume from the Vendors
substankfalfy all of the assets antl Itabiift[es reiatetl to the Business (as such term Is tletinetl in the
Purchase Agreemenf), all as more fully described therein;

WHEREAS, in order to ensure an orderly transition of the Business and as a condiFiort to
consummating the transactions contemplated by the Purchase Agreement, Purchasers and Vendors
have agreed to enter Into this Agreement, under which each party will provide, or cause its A~liates to
provide, certain services to the other party, in each case on a transitional basis and subject to the terms
and conditions set forth herein; and

WHEREAS, capital(zed terms used herein and not otherwise defined shall have the meaning
ascribed to such terms (n the Purchase Agreement.

NOW, THEREFORE, in consideration of the mutual agreements and covenants hereinafter set
forth, Purchasers and Vendors hereby agree as follows:

ARTICLE 1
SERVICES

1.1 Provision of Services

(a) Each party agrees to prov(de, or to cause its Affiliates to prov(de, the applicable services
(the "Services°) set forth on the exhibits attached hereto (as such exhibits may be
amended or supplemented pursuant to the terms of this Agreement, collectively, the
"Service Exhibits") to the other party for the respective periods and on the other terms
and conditions set forth in this Agreement and in the respective Service Exhibits. The
Vendors or the Purchasers, as provider of the Services shall be referred to herein as
"Service Provider" and, the recipient of the Services shall be referred to herein as
"Service Recipient".

(b) Notwithstanding the contents of the Service Exhibits, Service Provider agrees to respond
in good faith to any reasonable request by the Service Recipient for access to any
additional services that are necessary for the operation of the Business and the operation
of the Broadloom Business, as applicable, and that are not currently contemplated in the
Service Exhibits, at a price to be agreed upon after good Faith negotiations between the
parties. Any such additional services so provided shall constitute Services under th(s
Agreement and be subject in a(I respects to the provisions of this Agreement as (f fully set
forth on a Service ExfiiOrt as of the date hereof.

LEGAL•46488563.4
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(c) Subject to Section 2.3, Section 2,4 and Section 3.5, the obligations of the Service
Prov(der under this Agreement to provide Services shall terminate with respect to each
Service on the end date specified in the applicable Service Exhibit (each, an "End Date").

1.2 Standard of Service

(a) Vendors represent, warrant and agree that the Services they are responsible for shall be
provided in good faith, in accordance with Law and, except as speciflcaliy provided in the
appl(cabie Service Exhibits, in a manner generally consistent with the historical provision
of the Services and with the same standard of care as historically provided. Subject to
Section 1.3, Vendors agree to assign sufficient resources and qualified personnel as are
reasonably required to pertorm the Services in accordance with the standards set forth in
the preceding sentence.

(b) Purchasers represent, warrant and agree that the Services they are responsible for shall
be provided in good faith, fn accordance with Law and, except as specifically provided in
the applicable Service Exhibits, in a manner generally consistent with the fifstorical
provision of the Services and with the same standard of care as historically provided.
Subjeot to Section 1.3, Purchasers agree to assign sufficient resources and qualified
personnel as are reasonably required to perform the Services in accordance with the
standards set forth in the preceding sentence.

(c) Except as expressly set forth herein or (n any contract entered Into hereunder, each party
makes no representations, warranties or conditions of any kind, implied or expressed,
with respect to the Services, including, without limitation, no conditions or warranties of
merchantability or fitness for a particular purpose, which are specifically disclaimed. Each
party acknowledges and agrees that this Agreement does not create a fiduciary
relationship, partnership, joint venture or relationship of trust or agency between the
parties and that all Services are provided by the applicable Service Provider as an
independent contractor.

1.3 Third-Party Service Providers

It is understood and agreed that each party has been retaining, and will cont(nue to retain, th(rd-
party service providers to provide some of the Services to the other party. In addit(on, each party shall
have the right to hire other third-parry subcontractors to provide all or part of any Service hereunder,
except that if such subcontractlng is inconsistent with past practices or such subcontractor is not already
engaged with respect to such Service as of the date hereof, the applicable party shall obtain the prior
written consent of the other party to hire such subcontractor, such consent not to be unreasonably
withheld. Each party shelf in all cases retain responsibll(ty for the provision to the other party of Services
to be performed by any third-party service provider or subcontractor or by any of party's A~liates.

1.4 Access to Premises.

(a) To enable the provision of the Services, the Service Recipient agrees that it shall provide
to the employees of the Service Provider and its Affiliates and to any third-party service
providers or subcontrectors who provide Services, at no cost to the Service Provider,
access to the facilit(es, assets and books and records of the Business or the Broadloom
Business, as applicable, in all cases to the extent necessary for the Service Provider to
fulfil its obligations under this Agreement.

(b) The Service Provider agrees that ail of the employees of such party and Its Affiliates and
any third-party service providers and subcontractors, when on the property of the Service
Recipient or when given access to any equipment, computer, software, network or files
owned or controlled by the service provider, shall conform to the policies and procedures
of such party concerning health, safety and security, which are made known to party
providing the Services In advance in writing.

~Eb91#!~'$6@889834
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ARTICLE 2
COMPENSATION

2,1 Responsibility for Wages and Fees

For such time as any employees of the Service Provider or any of such party's A~liates are
providing the Services to Service Recipient under this Agreement, (a) such employees will remain
employees of the Service Provider or Service Providers A~liate, as applicable, and shall not be deemed
to be employees of the Service Recipient for any purpose, and (b) Service Provider or Serv(ce Provider's
Affiliate, as applicable, shall be solely responsible for the payment and provision of ail wages, bonuses
and commissions, employee benefits, including severance and worker's compensation, and the
withholding and payment of applicable Taxes relating to such employment.

2.2 Terms of Payment and Related Matters

(a) As consideration for provision of the Services, Seniice Recipient shall pay to the Service
Provider the amount specified for each Service In the applicable Service Exhibit. In
addition to such amount, if a party or any of (ts Affiliates incurs reasonable and
tlocumentetl out-of-pocket expenses to the provision of any Service, including, without
limitation, licence fees and payments to third-party service providers or subcontractors,
but excluding payments made to employees or any of its Affiliates under Section 2.1
(such included expenses, collectively, the "Out-of-Pocket Costs"), the Serv(ce Recipient
shall reimburse the other party for all such Out-of-Pocket Costs in accordance with the
invoicing procedures set forth in Section 2.2(b].

(b) As more fully provided in the Service Exhibits and subject to the terms and conditions
therein:

(i) Service Provider shall provide the Service Recipient, in accordance with Section
6.1 of this Agreement, with monthly invoices ("Invoices"), which shall set forth in
reasonable detail, with such supporting documentation as the other party may
reasonably request wifh respect to Out-of-Pocket Costs, amounts payable under
this Agreement; and

(ii) payments under th(s Agreement shall be made within thirty (30) days after the
date of receipt of an Invoice.

(c) The parties intend that the compensation set forth in the respective Service Exhibits
reasonably approximates the cost of providing the Services, including the cost of
employee wages and compensation, without any Intent to cause a party to receive profit
or incur loss. If at any time a party believes that the payments contemplated by a specific
Service Exhibit are materially insufficient to compensate it for fhe cost of providing the
Services it is obligated to provide hereunder, or a party believes that the payments
contemplated by a specific Service Exhibit materially overcompensates the other party for
such Services, such party shall notify the other party as soon as possible, and the parties
hereto will commence good faith negotiations toward an agreement in writing as to the
appropriate course of action with respect to pricing of such Services for future per(ods.

2.3 Extension of Services

The parties agree that the Service Provider shall not be obligated to pertorm any Service after the
applicable End Date; except that if the Service Recipient desires and the Service Provider agrees to
cont(nue to perform any of the Services after the applicable End Date, the parties shall negotiate in good
fa(th to determine an amount that compensates such party for all of ifs costs for such performance,
including the time of Its employees and its Out-of-Pocket Costs. The Services so pertormed by the
Service Provider after the applicable End Date sha41 continue to constitute Services under this Agreement

k~}fA!'~6~88d834
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and be subject in all respects to the provisions of Phis Agreement far the duration of the agreed-upon
extension period.

2.4 Terminated Services

Upon termination or expiry of any or all Services under this Agreement, or upon the termination of
thfs Agreement in its entirety, the Serv(ce Provider shall not have further obligations to the Service
Recipient to provide the applicable terminated Services and the parties will have no obligation to pay any
future compensation or Out-of•Pocket Costs relating to sucfi Services (other than for or in respect of
Services already provided in accordance with the terms of this Agreement and received by a party before
such termination).

2.5 Invoice Disputes

In the event of an Invo(ce dispute, the disputing party shall deliver a written sta4ement to the other
party no dater than ten (10) days before the date payment is due on the d(sputed Invoice listing all
disputed Items and providing a reasonably detailed description of each disputed item. Amounts not so
disputed shall be deemed accepted and shall be paid, notwithstanding disputes on other items, within fhe
period sat forth In 9ectlon 2.2(b). The parties shall seek to resolve all such tlisputes expeditiously and in
good faith. Each party shall continue pertorming its Services in accordance with this Agreement pending
resolution of any dispute.

2.6 No Right of Set-off

Each of the parties hereby acknowledges that it shall have no right under this Agreement to offset
any amounts owed (or fo become due and owing) to the other party, whether under this Agreement, the
Purchase Agreement or otherwise, against any other amount owed (or to become due and owing) to it by
the other party.

2.7 Taxes

The Service Recipient shall be responsible for all harmonized sales, goods and services, and
provincial sales Taxes imposed or assessed as a result of the provision of Services by the Service
Provider.

ARTICLE 3
TERMINATION

3.1 Termination of Agreement

Subject to Section 3.4, this Agreement shall terminate in its entirety on the date upon which ail
parties shall have no continuing obligation to perform any Services as a result of each of their expiration
or termination in accordance with Section 2.4 or Section 3.2.

3.2 Breach

Any party (the "Non-breaching Party") may terminate this Agreement with respect to any
Service, in whole but not in part, at any time upon prior written notice to the other party (the "Breaching

Party") if the Breaching Party has failed (other than under Section 3.5) to perform any of fts material

obligations under this Agreement relating to such Service, and such failure shall have continued without

cure for a period of fifteen (15) days after receipt by the Breaching Parry of a written notice of such failure

from the Non-breaching Party seeking to terminate such service. For the avoidance of doubt, non-
paymentfor aService in accordance with this Agreement and not the subject of a good-faith dispute shall
be deemed a breach for purposes of this Section 32.

~FXd77h1'368885834



-5-

3.3 Termination of a Service

A Service Rec(pient may terminate any Service at any time prior to the appl(cable End Date by
providing written notice to the Service Provider upon no less than thirty (30) days prior written notice.

3.4 Effect of Termination

Upon termination of this Agreement in its entirety pursuant to Section 3.1, ali obligations of the
parties hereto shall terminate, except for the provisions of Section 2.4, Section 2.6, Section 2.7, Article 4,
Article 5 and Article 6, which shall survive any termination or expiry of this Agreement.

3.5 Force Majeure

The obligations of a party under this Agreement with respect to any Service shat! be suspended
during the period and to the extent that such party is prevented or hindered from providing such Service,
or the other party is prevented or hindered from receiving such Service, due to any of the following
causes beyond such party's reaso~abie control (such causes, "Force Majeure Events"): (i) acts of God,
(ii} flood, fire or explosion, (iii) war, Invasion, riot or other civil unrest, (Iv} Governmental Order or Law, (v)
actions, embargoes or blockades in effect on or after fhe date of this Rgreement, (vt} action by any
Governmental Authority, lull} national or regional emergency, or (viii} any otfier event that is beyond the
reasonable control of such party. The party suffering a Foroe Majeure Event shall give notice of
suspension as soon as reasonably practicable to the other parry stating the date and extent of such
suspension and the cause thereof, and the parties shall resume the performance of their respective
obligations as soon as reasonably pracficable after fhe removal of the cause. No party sfiall be liable for
the non-performance or delay in pertormance of its respective obligations under this Agreement when
such failure is due to a Foroe Majeure EvenC The applicable End Date for any Service so suspenHed
shall be automatically extended for a period of time equal to the time lost by reason of the suspension.

ARTICLE 4
CONFIDENTIALITY

A.1 Confidentiality

(a) During the term of this Agreement and thereafter, the parties hereto shall, and shall
Instruct their respective Affiliates, employees, officers, directors and third party service
providers and subcontractors (collectively, "Representatives") to, ma(ntain in confidence
and not disclose the other party's financial, technical, sales, marketing, development,
personnel, and other information, records, or data, including, without limiiation, customer
lists, supplier lists, trade secrets, designs, product formulations, product spec(flcatfons or
any other proprietary or confidential information, however recorded or preserved, whether
written or oral (any such information, "Confidential Information"). Each party hereto
shad use the same degree of care, but no less than reasonable care, to protect the other
party's Confidential Informat(on as it uses to protect its own Confidential Information of
like nature. Unless otherwise authorized in any other agreement between the parties, any
party rece(ving any Confidential Information of the other party (the "Receiving Party")
may use Confidential Information only for the purposes of fulfilling its obligations under
this Agreement (the "Permitted Purpose"). Any Receiving Party may disclose such
Confidential Information only to its Representatives who have a need to know such
informatlon for the Permitted Purpose and who have been advised of the terms of this
Section 4.1 and tfie Receiving Party shaft be fiabie 4or any breach of these confidentiality
provisions by such Persons; except that any Receiving Party may disclose such
Confidential Information to the extent such Confidential Information is required to be
disclosed by a Governmental Order, in which case the Receiving Party shall promptly
notify, to the extent possible, the disclosing party (the "Disclosing Party"), and take
reasonable steps to assist in contesting such Governmental Order or in protecting the
Risclosing Party's rights before discVosure, and in wfiich case the Receiving Party shall
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only disclose such Confldentiai Information that it is adv(sed by its counsel in writing that
It is legally bound to disclose under such Governmental Order.

(b) Nohvithstanding the foregoing, "Confidential Information" shall not include any Information
that the Rece(ving Party can demonstrate: (1} was publicly known at the time of disclosure
to it, or has become pub~iciy known through no act of the Receiving Party or fts
Representatives in breach of this Section 4.1; ((i} was rightfully received from a third party
without a duty of confidentiality; or (iii) was developed by it independently w(thout any
reifance on the Confidential Information.

(c} Upon demand by the Disclosing Party at any time, or upon exp(ry or termination of this
Agreement with respect to any Servica, the Receiving Party agrees pramptiy to return or
destroy, at the Disclosing Party's option, a!f Confidential Information. ff such Confidential
Information is destroyed, an authorized o~cer of the Receiving Party shaft certify to such
destruction in writing.

ARTICLE 5
LIMITATION OF LIABILITY; INDEMNIFICATION

5.1 Limitation of Liability

In no event shall a party have any ((ability under any provision of this Agreement for any punitive,
exemplary, incidental, consequential, special or indirect damages, Including loss of future revenue or
Income, loss of business reputation or opportunity relating to the breach or alleged breach of this
Agreement, or diminution of value, or any damages based on any type of multiple, whether based on
stakute, contract, tort or otherwise, and whether or not arising from the other party's sole, Joint, or
concurrent negligence, strict (lability, criminal liability or other fault. Tfie parties acknowledge that the
Services to be prov(ded hereunder are subject to, and that the parties remedies under this Agreement are
limifed by, the appl(cable provisions of SecEion 1.2, including the limitations on representations, warranties
and conditions with respect to the Services.

5.2 Indemnification

Subject to the Ifmitafions set foRh in Section 5.1, Service Provider shall Indemnify, defend and
hold harmless the Service Recipient and its Affiliates and each of their respective Representatives
(collectively, the "indemnified Parties") from and against any and aII Losses of the Indemnified Parties
relating to, arising out of or resulting from the gross negligence or wilful misconduct of the Service
Provider or its Affiliates or any third party that provides a Service to the Service Recipient pursuant to
Section 1.3 (n connection with the prov(sion of, or failure to provide, any Serv(ces to the Service
Recipient, unless such loss is caused by the Service Recipient or its A~liates.

5.3 Indemnification Procedures

The matters set forth in Section 7.06 of the Purchase Agreement shall 6e deemed incorporated
Into, and made a part of, this Agreement

ARTICLE 6
MISCELLANEOUS

6.T Relationship Managers

Each paKy wil( designate from time to time one or more employees as its relationship managers
(each, a "Relationship Manager') who will act as the primary contacts for such party with respect to alI
matters relating to this Agreement. No determination made by a Relationship Manager will constitute an
amendment of this Agreement The initial Relationship Managers for Vendors are Matt Holt and Chris
Emmet, and the initial Relationship Managers for Purchasers are Mark Walter and Scott Stanton.
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6.2 Notices

All invoices, notices, requests, consents, claims, demands, waivers and other communicat(ons
hereunder (each, a "Notice") shall be in writing and shall be deemed to have been given: (a) when
delivered by hand (with written confirmation of receipt); (b) when received by the addressee if sent by a
nationally recognized overnight courier (rece{pt requested); (c) on the date sent by facsimile or email of a
PDF document (with confirmation of transmission} (f sent during normal business hours of the recipient,
and on the next Business Day if sent aRer normal business hours of the recipient; or (d) on the [third) day
after the date mailed, by certified or registered maiC, return receipt requested, postage prepaid. Such
Notice must be sent to the respective parties at the follow(ng addresses (or at such other address for a
party as shall be specified in a notice given in accordance with this Section 6.1};

(a} if to Vendors:

195 Joseph Street,
Kitchener, Ontario
N2G1J6

E-mall: chris.emmott~hitcocapital.com and matthew.holt@hilcocapitai.com

with a copy to:

Cassels Brock & Bfackwei! LLP
Suite 2100, 40 King Street West,
Toronto, Ontario
M5H3C2

E-mail: Ieil is@ca sse Isb rock. com
Attention: Larry Ellis

If to Purchasers:

Q.E.P. Co., Inc.
Suite A, 1001 Broken Sound Parkway, NW
Boca Raton, Florida 33487

E-mail: hschulman@gep.com

Attention: Harry Schulman, CEO

with a copy to:

Holland & KNght LLP
701 Brickeli Avenue, Suite 3300
Miami, Florida USA 33131

E-mail: danieife.price@hklaw.com
Attention: Danielle Price

and with a copy to:

Bennett Jones LLP
3400 One First Canadian Place, P.O. Box 130
Toronto, ON Canada M5X 1A4

E-mall: cunninghamc@bennettJones.com
michaeli Qa bennettjones.com

Attention: Carl Cunningham
Ian Michael
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6.3 Headings

The headings in this Agreement are for reference only and shall not affect the interpretation of
this Agreement

6.4 Severability

If any term or provision of this Agreement is invalid, Illegal or unenforceable in any jurisdiction,
such invalidity, ii{egality or unenforceability shall not affect any other term or provision of this Agreement
or invat(date or render unenforceable such term or provision in any other jurisdiction.

6.5 Entire Agreement

This Agreement, including all Serv(ce Exhibits, constitutes the sole and entice agreement of the
parties to this Agreement with respect to the subject matter contained herein and supersedes a(l prior and
contemporaneous understandings and agreements, both written and oral, with respect to such subject
matter, if and to the extent that there is a conflict between the provisions of this Agreement and the
provisions of the Purchase Agreement as it relates to the Services hereunder, the provisions of this
Agreement shall control.

6.6 Successors and Assigns

This Agreement shall be binding upon and shall enure to the benefit of the parties hereto and
their respective successors and permitted assigns. Neither party may assign its rights or obligations
hereunder without the prior written consent of the other party, which consent shall not be unreasonably
withheld or delayed, No assignment shall relieve the assigning party of any of its obligations hereunder.

6.7 No Third-party Beneficiaries

This Agreement is for the sole benefit of the parties hereto and their respective successors and
permitted assigns and nothing herein, express or implied, is intended to or shall confer upon any other
Person any legal or equitable right, benefit or remedy of any nature whatsoever, under or by reason of
this Agreement.

6.$ Amendment and Modif6cation; Waiver

This Agreement may only be amended, modified or supplemented by an agreement in writing
signed by each parry hereto. No waiver by any party of any of the provisions hereof shall be effective
unless expl(citly set forth in wrlt(ng and signed by the party so waiving. No failure to exero[se, or delay in
exercising, any right, remedy, power or privilege arising from this Agreement shall operate or be
construed as a waiver thereof, nor shall any single or partial exercise of any right, remedy, power or
privilege hereunder preclude any other or further exercise thereof or the exeroise of any other right,
remedy, power or pr'roilege.

6.9 Governing Law; Forum Selection; Choice of Language

(a) This Agreement sha41 be governed by and construed in accordance with the Taws of the
province of Ontario and the federal laws of Canada applicable therein. The parties
expressly exclude the application of the (ntemational Sales Convention Act (Ontario) and
the United Nations Convention on Contracts for the International Sale of Goods to this
Agreement.

(b} Any action or proceeding arising out of or based upon this Agreement, the other
Transaction Documents or the transactions contemplated hereby or thereby may be
brought in the courts of the province of Ontario, and each party irrevocably subm(ts and
agrees to attorn to the exclusive jurisdiction of courts in any such action or proceeding.
The parties irrevocably and unconditionally waive any objection to the venue of any
action or proceeding in such courts and irrevocably waive and agree not to plead En any
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such court that any such action or proceeding brought in any such court has been
brought in aninconve~lentforum.

(c) The parties confirm that it is their express wish that this Agreement, as weii as any other
documents relating to th(s Agreement, including not(ces, schedules and authorizations,
have been and shall be drawn in the English language only. Les parties aux pr~sentes
conflrment Ieur volent8 expresse que cette convention, de mime que tous les documents
s'y rattachant, y compris tous avis, annexes et autorisafions s'y raflachant, soient r~dig~s
en longue anglaise seulemenk

6.10 Counterparts

Thls Agreement may be executed In counterparts, each of which sfiali be deemed an original, but
all of which together shell be deemed to be one and the same agreement. A signed copy of this
Agreement delivered by facsimile, e-mail or other means of electronic transm(ssion shall be deemed to
fiave the same legal effect es delivery of an original signed copy of this Agreement.

6.11 Condition Precedent

The ef(ectfveness of this Agreement sha{! be subject to the parties receiving a written consent
and acknowledgment from Vendors' lender, Wells Fargo, with respect to the Services titled "Accounts
Receivable Remittance Reco~ciliafion" and "Cof(ection of Broadloom Accounts Receivable" to be
provEded under this Agreement in a form satisfactory to Weis Fargo and each of the parties.

[Signatures on fol]owing page.]
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tN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
executed as of the date first written above by their respective officers thereunto duly authorized.

KRAUS CANADA LP
by its' General Partner

Kraus Canada Ltd.

ay:
Name:
Tifie:

KRAUS PROPERTfES LP
by its' General Partner

Kraus Properties inc.

By:

TiFle:

KRAUS CARPET LP
by its' Genera( Partner

Kraus Carpet (nc.

By:
Name:
Title:

KRAUS USA INC

By:
Name:
Title;

Q.E.P. CO., INC.

Title:

ROBERTS COMPANY CANADA L7D.

By:
Name:
Tit(e:
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Accounts Receivable Remittance Reconciliation

Service Provider. Both Purchasers and Vendors

Description of Services:

(1) On a daily basis in arrears Mark Cummings or Tim Burt will direct Welis Fargo to transfer a
proportion, calculated (n accordance with (2)(a) below, of the prior day's cash receipts into all
of lock box accounts of the Vendors that relate to (i) Accounts Receivable (as sucfi term fs
defined by the Asset Purchase Agreement) and (ii) accounts receivable of the Purchasers
generated following the closing ("New A/R"). Vendors shall continue to permit Mark
Cummings and Tim Burt to become an authorized signer on Vendor's bank accounts in order
to perform the acts contemplated by this Schedule and shall prpvide Wells Fargo's written
acknowledgment and consent to this arrangement and control over the bank accounts.

(2) (a) The proportion of the cash receipts to be distributed to Purchasers on a daily basis shall
be allocated in the same proportion as the relative level of net sales of the Broadloom
Business to the TPS business during last three full months. (For clarity, if in the three full
months before closing net sales of the Broadloom Business were $40 and net sales of the
TPS business were $60, the daily allocation of cash receipts would be 40% to Vendors and
60% to Purchasers, respectively). At the end of each month, Purchasers and Vendors shall
adjust the proportion using the same methodology described above, which proportion shall
be used for the daily transfers In the following month.

(b) Each Monday, Purchasers will prepare a detailed schedule summarizing the cash rece(pts
into all of lock box accounts of Vendors during the previous calendar week and identify those
that are Accounts Receivable (as such term Is defined by the Asset Purchase Agreement)
and cash receipts that relate to Broadloom Business accounts receivables. Purchasers will
also specifically identify the portion of the Accounts Receivable that were attributable to
Accounts Receivable based on the agreed upon resolution of cash receipts that cannot be
specifically attributed as set forth in the Purchase agreement (i.e., "To the extent that a
customer Account Receivable cannot be specifically attributed to the Business or Broadloom
Business, such amount will be deemed to be allocated to the Business and to the Broadloom
Business based on the relative level of net sales of the Business to the Vendors in the Iast
three completed months prior to Closing."} (such amounts the "Unallocated Amounts"). Any
difference between the actual amount of cash distributed to each of Purchasers and Vendors
based on the methodology in 2(a) and the amount that reflects actual collections attributable
Accounts Receivable and to Broadloom Bus(ness accounts receivable shall be settled from
and prior to the next daily distribution of cash receipts. If there are not enough funds in the
next daily distribution to settle such adjustment, the remaining adjustment shall be made from
the following dally distribution and so on and so on. Mark Walter of QEP and either Matthew
Holt or Chris Emmott of Kraus shall agree on such adjustment prior to it being paid. If the
parties cannot agree on a reconciliation and adjustment, Section 2.07(c) of the Asset
Purchase Agreement will apply to the disputed amounts.

(c) Purchasers and Vendors may agree to periodically review, but no more often than
monthly, the Unallocated Amounts to determine If Purchasers and Vendors have add(ttonal
information to determine whether such Unallocated Amounts relate to the TPS business or
the Broadloom business and if such a determination can be made then Purchasers will
reconcile such allocations and any adjustments between the previous amount of cash
distributed to each of Purchasers and Vendors for such amounts and the actual allocations
based on such additional Information shall be settled from and prior to the next dally
distribution of cash receipts. If there are not enough funds in the next daily distribution to
settle such adJustment, the remaining adjustment shall be made from the following daily
distribution and so on and so on.
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(3) In the event that a customer claims a Cusfomer Credit Balance against Purchasers and such
customer has no outstanding Accounts Receivables, Purchasers shall provide prompt notice
of any such claim, and such amount shall be paid to Purchasers.

(4) For so long as any Accounts Receivable remain outstand(ng or New A/R is being paid into
the Vendors' lock boxes, each party shall have full access to the Books and Records, the
personnel of, and working papers prepared by each other parry to the extent that they relate
to Accounts Receivable, Broadloom Business accounts receivatsle, Customer Credit
Balances or New AIR; prov(ded that such access shall be in a manner that does not interfere
with the normal business operations of Purchasers and Vendors.

End Date: When the Accounts Receivable and New A/R have a(I been collected and remitted to
Purchasers.

Fee: None

Collection of Broadloom Accounts Receivable:

Service Provider; Purchasers

Description of Services: Collections of Broadloom Business receivables

End Date: When the Broadloom Business accounts receivables have ail been collected.

Fee:

a. $20,000 for the month of October, 2018;

b. $15,000 for the month of November, 2618; and

c. $10,000 4or the month of December, 2018.

Any bank or lock box fees payable in respect of the lock box accounts shall be allocated
between the parties on the basis of the proportion cafcufated in accordance with (2) above,
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Software anB Server Access

Description of Service:

End Date:

Purchasers will allow Vendors reasonable access to fhe
AS400 server and Dancik software in order to access records
re{ated to the Broad{oom Business.

180 days after Closing Date

Fee: $5,000 per month

;Other:

LEGAL'46166679.5
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Third Party Warehousing

Descrip8on of Service: Parties w1li split the cost of third party warehousing of
products related to tfie Business and related to the
Broadloom Business on proportional basis based on the
value of the products shipped out of any such third party
warehouse.

End Date: ~ 180 days after Closing Date

Other:
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Paid Duties Recovery

Description of Serv(ce: Purchaser employees will assist the Vendors, as requested
by Vandors from time to time, in applying for and processing
refunds for duties pa(d by the Vendors.

End Date: I7hree years after Closing Date

Fee: Vendors will pay out-of-pocket costs of Purchasers accrued in
providing the service.

Other:
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Access to Facilities

~ Description of Service: Purchasers will allow Vendors and their employees and
agents reasonable access to the Leased Reai Property and

j the real estate purchased under the Real Estate Purchase
Agreement to remove any Excluded Assets from such
locations.

Vendors wilt ailoar Purchasers and fhefr employees and
agents reasonable access to the Vendor's owned and leased
real property to remove any Purchased Assets from such
locations.

End Date: As needed.
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This is Exhibit "B" referred to in the Affidavit of Christopher
Emmott sworn September 17, 2018

Antra AsH a Cammbs~er, ~c.,
!'rovince of OrrtaAo, whGe a SaWent-at•Law.
E~tres.bme 12.2020. A
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2216 ABL1T'MENT 120AD
DALTON, GEORGIA

PURCEIASE AND SALE AGREENi~NT

M ~oY~.il~lal►i

KRAUS USA, INC.,
A DELAWARE CORPORATION

ASS~LLER

G7►7

Q.Q.P. CO., INC.,
A D~LAWATL~ CORPORATION,

AS PURCHASER

10, 2Q18
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PURCHASE AND SALE AGR~~IVI~NT

THIS AGRE~NIENT (the "AgreemenP') is made and entered into as of the 10~h day of
September, 2018 ("Effecrive Date") by and between Kraus USA, Inc., a Delaware corporation,
survivor by merger of Kraus USA, Inc, and Barrett Carpet Milts, Inc., a deorgia corporation,
("Seller") and Q,E.P, Co., Inc., a Delaware corporarion and/or assigns ("Purchaser").

RECITALS

WHEREAS, Kraus Group, an ~liate of Seller, and Purchaser aze parties to that certain
Letter of Intent dated as of August 9, 2018 in connection with the purchase and sate of Kraus
Group's assets;

WE3EREAS, in preparation for the sale of TSraus Group's assets to Purchaser, Kraus
Canada LP, Kraus Properties LP, Seller (collectively, "Kraus Group"), and Purchaser aze
negotiating an Asset Purchase Agreement (the "APA");

WkICREAS, Kraus Group's assets include Seller's fee simple ownership of certain real
property located in Dalton, Georgia, as further described herein;

WHEREAS, Seiler and Purchaser desire to enter into this Agreement concerning the
transfer of Seller's real property to Purchaser; and

WHEREAS, Seller and Purchaser shall enter into this Agreement and the APA
concurrently such that the Effective Date of this Agreement and the date of the APA shall be the
same.

AGREEMENT

In consideration of the mutual covenants and promises set forth in this Agreement and
other good and valuable consideration, the receipt and sufficiency of which aze acknowledged by
the pazties to this Agreement, the parties agree to the following terms and conditions;

1. PURCHASE AND SALfi. Subject to the Berms of this Agreement, Seller agrees

to sell to Purchaser and Purchaser agrees to purchase from Seller alI of Seller's right, title and
interest in and to the following property (collectively, the "Property"):

I.1 That certain parcel of property located in Whitefield County, Georgia as

more particularly described in Exhibit "A" (the "Realty");

1.2 The land and all buildings, shuctures and other improvements situated on

the Realty (the "Improvements"); and

1.3 All strips, gores, all minerals, oil, gas and other hydrocarbon substances

on and under the Realty, as well as all development and air rights relating to the Realty, all

easements, privileges, rights•of-way, riparian and other water rights, rights to lands underlying
any adjacent sheets or roads, and other tenements, hereditaments and appurtenances, if any,

pertaining to or accruing to the benefit of the Realty and Improvements.

28686369.2



2. CLOSING DATE. Subject to other provisions of this Agreement for extension or
termination, closing on the transaction described in this Agreement (the "Closin$'~ shall be held
simultaneously with tha closing contemplated in the APA (the "Closing Date"), Such date and
time may not be extended without the prior written approval of both Seller and Purchaser, except
as otherwise expressly provided for in this Agreement. In any and alI events, notwithstanding
any extension of the date and time of Closing, the Closing shall be held simultaneously with the
closing of the transactions contemplated in the APA.

3. PURCHASE PRICE. The total' urchase rice the "Purchase Price' t be aid
b Purchaser to Seller for the Property is
~~~

4. TITLE EVIDENCE. Purchaser has obtained an ALTA marketability rifle
insurance commitment (the "Commitment'} issued by Stewart Title Guaranty Company ("Title
Insurer"), attached hereto as Exhibit "B" and the condition of rifle to the Properly ss disclosed by
tfie Commitment is hereby approved by and accepted By Purchaser. Purchaser map obtain any
number of futuze updates to the Commihnent (individually a "Tifle Update" and collectively,
"Title Updates"} prior to Closing. Purchaser shall not be required to accept any additional
Schedule B, Section 2 exceptions or addirianal Schedule B, Section 1 requirements. In the event
any Tit[e Update reveals any additional Schedule B, Section 2 exceptions or Schedule B, Section
i requirements, Seller shall make commercially reasonable efforts to comply with said addirional
requirements and Purchaser shall have the right to object to any additional exceptions, pursuant
[o Section 6 of this Agreement. The exceptions appearing in Schedule B, Section 2 of the
Commitment, ad valorem real estate faxes for 2018 and subsequent yeazs, at1 applicable zoning
ordinances and regulations, any matters disclosed by the Survey (as hereinafter defined) and any
matters disclosed by any Title Update or Updated Survey (as such term is hereinafter defined)
that either aze not objected to in writing, or if objected to in writing by Purchaser, are thosa
which Seiler has elected not to remove or cure, or has been unable to remove or cure, and subject
to which Purchaser has elected or is deemed to have elected to accept the conveyance of the
Property are hereinafter referred to as "Permitted Exceptions." Notwithstanding anything in this
Agreement or in the APA to the contrary, Purchaser shall be required to first exhaust
commercially reasonable efforts to obtain compensation from the policy of title insurance issued
by Title Insurer pursuant to the Commitment, as to any and all claims of Purchaser related to any
alleged defect in title, prior to Purchaser being entitled to pursue any other available remedy
against Seller with respect thereto,

5. SURVEY.

5.1 Purchaser has obtained a survey (the "Survey") of the Realty and
Improvements, attached hereto as Exhibit "C" and hereby approves the condition of the Properly
as set forth in the Survey.

5.2 If any update to the Survey prior to Closing ("Updated Survey") shall

reflect any new encroachments, overlaps, unrecorded easements or similar rights in third parties,

or any other adverse matters not reflected in the Survey, then the same sha11 be deemed "title

defects" as set forth herein.

2
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6. TITLE DEFECTS.

6.1 If any Title Update prior to Closing shall reflect any new matter of title not
otherwise shaven in the Commitment, Purchaser may, no later than the five (S} days after receipt
of such Title Update, notify Seller in writing specifying the new matter of title.

6.2 If Purchaser has given Seller timely written notice of any new matter of
title, Seller shall have a period of five (5) days to decide whether or not Seller will use Seller's
reasonable best efforts (which shall under no circumstances be construed to obligate Seller to
bring suit to cure any such matter of title) to cause such matter of title for which Purchaser has
made objection to be cured by tha Closing Date and to norify Purchaser in writing of Seller's
decision. Seller agrees to remove by payment, bonding, or otherwise any lien to which Seller has
consented against the Property capable of removal by the payment of money or bonding. If
Seliar elects to use its reasonable best efforts to cure any matter of tifle objected to by Purchaser,
Seller shall have at least thirty (30) days to effect such cure plus an additional thirty (30) days
should the cure require additional time so long as Seller is proceeding diligently to effect such
cure. The Closing Date shall be e~ctended to accommodate the time needed to effect such cure,
but in no event for a period to exceed si~cty (60) days unless Seller and Purchaser agree to any
longer period of time; pt•ovidec~ however•, in no event shall the Closing Date be extended past the
Termination Date (as defined in the APA) without the express written consent of Seller and
Purchaser.

option to:
6.3 If Seller does not eliminate such defects timely, Purchaser shall have the

6.3.1. Close and accept the ritle "as is,"without reduction in the Purchase
Price and without claim against Seller for such title defects (except for any lien to
which Seller has consented that can be removed by the payment of money or
bonding, for which credit shall be given Purchaser at the Closing); in such event the
Closing shall take place ten (10) days after notice of such election, or on the Closing
Date, whichever is later; or

6.3.2. Cancel this Agreement, in which event bath parties shall be
released from all fiuther obligations under this Agreement (other than the
indemnification obligations contained elsewhere in this Agreement).

7, REPRESENTATIONS, WARRANTIES AND COVENANTS.

7.1 Seller's Renresentarions and Warranties, Seller represents and warrants to
Purchaser and covenants and agrees with Purchaser, which representations and warranries shall
be deemed to have been made again as of the Closing, as follows; provided, however, where the
words "Seller's Knowledge, to Seller's knowledge, known to Seller, Seiler has not received any

nonce" or similaz words are hereinafter used in this Agreement, the representations and
warranties (or other provisions of this Agreement) qualified by any of such phrases aze made
without investigation of the matter stated therein and are based solely on the current actual
knowledge of Mark Cummings, the Chief Financial Officer of Seller, and Shawn Davies, the

Chief Executive Officer of Seller.

28686369,2



7.1.1 Organization and Authority. Seller is a corporation, duly
organized, validly existing and in good standing under the laws of the State of Delawaze. This
Agreement (i) is and at the time of Closing will be duly authorized, executed and delivered by
Seller, (ii) is and at the time of Closing wil(be legal, valid and binding obligations of Seller, and
(iii) does not and at the time of Closing will not violate any provision of any agreement or
judicial order to which Seller is a party or to which Seller or the Property is subject. All
documents executed by Seller which ere to be delivered to Buyer at Closing (i} are or at the time
of Closing will be duly authorized, executed and delivered by Seller, (ii) aze or at the time of
Closing will be legal, valid and binding obligations of Seller, and (iii) do not and at the time of
Closing will not violate any provision o£ any agreement or judicial order to which Seller is a
parry or to which Seller or the Property is subject;

7.1.2 Foreign Person. Seller is not a "foreign person" within the
meaning of Section I44S(fl(3} of the Internal Revenue Code of 1986, as amended (the "Federal
Code");

7.13 Contracts. Except as disclosed herein on Exhibit "D" attached
hereto, in the Commitment, the Tide Updates, the Survey, any Updated Survey or in the APA,
Seller has not entered into any contracts, subcontracts, arraagaments, licenses, concessions,
easements, or other agreements, either recorded or unrecorded, written or oral, affecting all or
any portion of the Property, or the use of it; Seller shall not modify any existing instrument nor
enter into any new contract or other agreement affecting all or any portion of the Property, or the
use of it, without the prior written consent of Purchaser, which consent will not be unreasonably
withheld or delayed;

7.1.4 Pending Actions. Except as set forth on Exhibit "E" attached
hereto, Seller has not received written notice of any (i) existing or pending improvement liens
affecting the Property; (ii} violations of building codes and/or zoning ordittances or other
govemmentnl or regulatory laws, ordinances, regulations, orders or requirements affecting the
Property; (iri) existing, pending or threatened lawsuits or appeals of prior lawsuits affecting the
Property; (iv) existing, pending or threatened condemnation proceedings affecring the Property;
or (v) existing, pending or threatened zoning, building or other moratoria, downzoning peritions,
proceedings, restrictive allocations or similar matters that could affect Purchaser's use of the
Property.

7.1.5 ~o Banla~uptcy, Except as otherwise disclosed or contemplated
in the APA, Seller has not been the subjaot of any filing of a perition under any federal or state
bazilauptcy law or any fedaral or state insolvency laws or laws for eomposirion of indebtedness
or for the reorganizarion of debtors.

7.1.6 Condemnation. Seller has not received any written notice of
any condemnation proceedings relaring to the Progerty ("Condemnation Notices"}, except as set
forth in Exhibit "E" attached hereto;

7.2.7 Physical Condition of Pronerty. Except as ofheratise disclosed
in this Agraement, or as set forth in Exhibit "F" hereto, or as may be otherwise disclosed in
writing by Seller to Purchaser prior to CIosing, to Seller's [mowledge, tfie roof (including the
fascia and soffits}, and walls do not have any material leaks or damage that would impair the
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proper function of the Property for Purchaser's intended use and the septic tank and drain field,
all appliances, heating, cooling, electrical, plumbing systems and machinery are in working
condirion. Notwithstanding anything to the contrary otherwise contained in this Agreement, the
representations and warranties contained in this Section 7,1.7 shall terminate as of the earlier of
(a) Closing, or (b) Purchaser obtaining possession of the Property pursuant to any lease as
provided in Section 22 below.

7.1.8 Lease Brokeraee. There aze no written agreements with brokers
providing for the payment from and after the Ciosing by Seller or Seller's successor-in-interest
of leasing commissions or fees for procuring tenants with respect to the Property or for renewals
or expansions with existing tenants, if any;

7.1.9 Compliance with Law. Seller shall comply prior to Closing in
all material respects with all laws, rules, regularions, and ordinances of all governmental
authoriries having jurisdiction over the Property;

7.1.10 Environmental Matters. Except as otherwise disclosed in this
Agreement and or contemplated in the APA or as otherwise set forth in Exhibit "G" hereto, or as
may be otherwise disclosed in writing by Seller to Purchaser prior to Closing, and to Seller's
lmowledge, (i) during Seller's ownership of the Property, there has been no release of hazardous
materials from or to the Property, (ii) Seller has not caused any Toxic or hazazdous materials or
waste to be handled in, on or about the Property in such a manner that has resulted in, or could
reasonably be expected to result in, material liability under environmental laws, (iii) during
SelIer's ownership of the Property, the Property is and has been in compliance with
environmental laws in all material respects, and there is no pending governmental action with
respect to the Property under environmental laws, (iv) during Seller's ownership of the Property,
Seller has not received any written environmental notice that the Property has been contaminated
by any hazardous material which would ceasonabiy be expected to give rise to any cuTTent or
future environmental claim, (v) no underground storage tanks, asbestos products or asbestos
containing materials in any form or condition, materials or equipment containing polychlorinated
biphenyls, or landfills, surface impoundments, or disposal azeas, exist at tfie Property, and (vi)
Seller has provided a true and complete copy of all Phase I and Phase R environmental site
assessments, and any and all environmental reports, audits, records, sampling data, and risk
assessments, related to compliance with environmental Iaws, or hazazdous substances, which
Seller commissioned or was otherwise required to obtain and which on the date hereof are in the
possession or control of Seller, related to the operating and occupancy of the Property.
Notwithstanding anything to the conh~ary othernisa contained in this Agreement, the
representations and warranries contained in this Section 7.1,10 shall terminate as of the earlier of
(a) Closing, or (b) Purchaser obtaining possession of the Property pursuant to any lease as
provided in Section 22 below,

7.1.11 surance. Seller shall provide, and keep in force through the
Closing, policies of fire, flood, windstorm, hazazd and other casualty insurance as may be
currently in force;

7.1.12 Restrictions on Sale. To Seller's knowledge there are no
agreements currently in effect which resfriot the sale of the Property;
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7.1.13 No Contributions. To SeUer's knowledge no commihnenYs or
agreements have been or will be made to any governmental authority, utility company, school
board, church or other religious body, any homeowners or homeowners' association, or any other
organization, group or individual, relating to the Property which would impose an obligation
upon Purchaser to make any contributions or dedications of money or land to construct, install or
maintain any improvements of a public or private nahue on or off the Realty, or otherwise
impose liability on Purchaser;

7.1.14 ERIS .

a. Seller represents, warrants and covenants that it is acting on its own
behalf and that as of the date hereof it is not an employee benefit plan as defined in
Section 3(3) of the Employee Rerirement Income Security Act of 1974, as amended
("ERSSA"} which is subject to Title I of ERISA nor a plan as defined in
Section 4975(e)(1) of the Tntemal Revenue Code of 1986, as amended, each of the
Poragoing hereinafter refeaed to collectively as a "Plan," and the assets of such PIans
within the meaning of Department of Labor Regulation Section 2510.3-101.

b. Seller has no present intent to fransfer the Property to any entity,
person or employee benefit plan as defined in Section 3(3) of ERISA, which is subject to
Title I of ERISA, or to a plan as defined an Section 4975(e)(i) of the Internal Revenue
Code of 1986, as amended (each of the foregoing hereinafter refetted to collectively as
"Plan") which wiIl cause a violation of ERISA.

c. Seller sha11 nat assign its interest under this Agreement to any
entity, person, or Plan which wilt cause a violation of.ERISA.

7.1.25 OFAC. Sellar (which for this purpose includes its partners,
members, principal stockholders and any other consrituent entiries (i) has not been designated as
a "specifically designated nationai and blocked person" on the most current list published by the
U.S. Treasury Department Office of Foreign Assets Control at its official website,
«http:/(www,treas.aov/ofacltl i> sdn.ndfl or at any replacement website or other replacement
official publication of such list and (ii) is currently in compliance with and will at all times
during the term of this Agreement (including any extension thereofl remain in compliance with
the regulations of the Office of Foretgn Asset Control of the Departinent oP the Treasury and eny
staTute, executive order (including the September 24, 2001, Executive Order Blocking Property
and Prohibiting Transactions with Persons Who Commit, Threaten to Commit, or Support
Terrorism), or other governmental acrion relating thereto.

1.1.I6 Seller is the fee simgle owner of the Property, free and eleaz of
all encumbrances, except Pernutted Exceptions.

7.1.17 Except for the representations and wazranties set out in this
Agreement, Setter has not made or does not make any other express or implied representation or

warranty, either written ar oral, including any representation or warranty as to the accuracy or
completeness of any information regarding the Property furnished or made available to Purchaser

and its representatives, or any representation or wazrazrty arising from statute or otherwise in law.
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7.2 Status of Seller's Representations, At a1I times during the term of tkus
Agreement and as of Closing, ali of Seller's representations, warranties and covenants in this
Agreement shall be true and correct; no representation or warranty by Seller contained in this
Agreement and no statement delivered or information supplied to Purchaser pursuant to tlils
Agreement contains any untrue statement of a material fact or omits to state a material fact
necessary in order to make the statements or information contained in them or in this Agreement
not misleading.

7.3 Inspecrion.

7,3.1 Purchaser may, at Purchaser's expense, have inspection made of
the Property by an appropriately licegsed and insured person dealing in the construction, repair
and maintenance of commercial properties. Purchaser shall be permitted reasonable access for
inspection of the Property prior to Closing, as hereinafter provided, in order to confirm the status
of the Property. Seller acknowledges that any such authorized inspections may include (without
limitation) boring and testing the subsurface of the Property for purposes of petForming
geotechnical investigations and such addirional environmental assessments as Purchaser
determines to ba reasonably necessary or advisable in evaluating the Property; provided,
however, that any such physically intrusive boring or testing of the subsurface of the Property
shall be subject to Seller's prior written approval and such access and indemnity agreement as
Seller shall require ("Access Agreement"). In the event any such borings are performed,
Purchaser agrees that after completing such inspecrions, Purchaser will promptly return the
Property to the condition that existed prior to such borings. Seller agrees to allow Parchaser,
Purchaser's agents, employees and consultants, access fo the Property in accordance with the
terms of the Access Agreement and the terms of this Agreement. Except with respect to invasive
tasting, Purchaser shall give Seller two (2) business days advance written notice of its enhy onto
the Property, which sha11 only be permitted during normal business hours, and Purchaser sha11
use commercially reasonable efforts to conduct its invesrigations at the Property in a manner that
reasonably minimizes disruption to Seller's operation of the Property. Purchaser shall coordinate
any attendance at any of the Property with Seller and any such attendance shall be undertaken in
the company of a representative of Seller if Seller so requires, Tf Purchaser desires to conduct
any invasive testing of the Property for asbestos or to assess the structural condition of the
Improvements, or invasive testing of the Property for hazazdous substances, including any Phase
2 testing of the soil or groundwater (the "Invasive Testing"), Purchaser, in addition to any
requirements set forth above, shall provide a written request to do so, including the identity of
the consultant proposed to conduct such testing and the proposed scope of testing, including in
the case of testing of soil or ground water, all proposed soil and groundwater bore and test
locations and the proposed depths of the sampling. Seller shall have the right, in its sole and

absolute discretion, to deny all or any portion of the Purchaser's proposed testing, or to impose

conditions on the same. If Seller consents to any invasive testing, Seller shall be provided an
opportunity to take a portion of each sample being tested in a sufficient quantity to allow SeIier
split sample testing, if Seller chooses to perform its own testing. Tn addition, at Seller's written
request, Purchaser shall provide to Seiler copies of all laboratory analyses performed for
Purchaser of samples taken from the Property promptly after Purchaser receives the same. At
Seller's request, Purchaser shall promptly deliver to Seiler copies of any third-party reports

relating to any tearing or other inspecrion of the Property performed for Purchaser; provided,
however, absent such request Purchaser shall not deliver Seller any copies of such reports. All
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such reports, tests and analyses shall be held in confidence by Purchaser and not disclosed or
made available to any third party other than to Purchaser's attorneys and other professional
advisors. Purchaser sha11 repair any and ail physical damage to the extent caused by Purchaser's
physical investigations under this Section 7.3 and shall indemnify, hold hazmless and defend
Seller, the agents, employees, of&cers and directors of Seller, any party owning a direct or
induect interest in Seller, the affiliates of Sel[er, and fhe partners, members, trustees,
shareholders, directors, officers, employees and agents of each of the foregoing parties (such
parties are referred to collectively with Seller as the "Seiler-Related Parties"), from any loss, cost,
Iiability, claim, demand, damage or expense (including, in the event of any release of hazardous
substances caused by Purchaser or its agents, invesrigation and remediation costs) to the extent
caused by Purchaser's inspections under this 5ecrion 73, provided that Purchaser's obligation to
repair and indemnify shall not apply to repairs or any loss, cost, liability, claim, demand, damage
or expense azising out of hazardous substances pre-existing on any Property, except to the extent
Purchaser causes a release of, or exacerbates the condition of the same. Without limiring the
generality of the foregoing indemnity, Purchsscr shall rcmove any mechanic's or other lien
which maybe recorded against any Property by any party providing labor, materials or services
at the request of Seller. As a condirion precedent 10 making any Invasive Testing, Purchaser
shaII obtain and maintain, and shall cause each of its third-party consultants performing any
physical inspection or investigation on any Property to obtain and maintain, liability insurance in
the amount of not less than $2,000,000.00 ger occurrence for property damage and coverage in
the amount of not less than $2,000,000.00 per occurrence for bodily injury and provide a
certificate of such insurance to Seller, Suoh insurance shall insure (but shall not limit) the
contractual liability of Purchaser covering the indemnities herein and shall (i) name Seller as an
additional insured, (ii) contain across-liability provision, and (iii) contain a provision that the
insurance provided by Purchaser thereunder shall be primary and any other insurance available
to Seller shalt be noncontributing therewith. The obligations of Purchaser under this this Secdan
7.3, shall survive the Closing or any termination of this Agreement, however caused.

7.3.2 Seiler and Purchaser acknowledge and agree that Purchaser, at
Purchaser's sole cost and expense, shaI[ engage GLE Associates, Inc, to perform a Phase T
Environmental Site Assessment of the Property by (the "Phase I ESA").

7.4 Survival and Limitations of Seller's Representations.

7.4.1 Survival. The representations and warranties of Seller set forth
in this Agreement hereof as updated as of We Closing in accordance with the terms of this
Agreement, shall survive Closing for a period of twelve {22}months; provided, however, that
those representations and warranties of SeAer pursuant to Secflon 7.1.7 (Physical Condition of
Property) and Section 7,I.id (Environmental Matters} shall terminate as of the earlier of (a}

Closing, or (b} Purchaser obtaining possession of the Peoperry pursuant to any lease as provided
in Section 22 below.

7.4.2 Indemnification, Indemnification by Seller for Seller's bleach
of any provision of this Agreement shall be governed by the indemnification provisions
contained in the APA.

7.5 Setter Covenants. Seller hereby covenants with Purchaser as follows:
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7.5.1 From the Effective Date hereof until the Closing or eazlier
termination of this Agreement, Seller shall operate and maintain the Property, all fixtures on the
Property and all appliances, heating, cooling, constructually sound electrical, plumbing systems
and machinery at the property in the Ordinary Course (as defined in the APA);

7.5.2 Seller shall pernut representatives of the Purchaser to have
reasonable access, upon prior written notice and during normal business hours, and in a manner
so as not to interfere with tha normal business operations of Seiler, to the Property, personnel,
books, records, contracts, and other documents of or pertaining to the Property; provided,
however, to the extent any such access is intended for any of the purposes addressed in Section
7.3, Section 7.3 shall govern and control,

7.6 Purchaser's Representarions and Warranties. Purchaser hereby makes tha
following representations and warranties to Seller as of the Effective Date, which representations
and wazTantias shall ba deemed to have been made again as of the Closing:

'1.6.1 Oreanization and Authority, Purchaser is a corporation, duly
organized, validly existing and in good standing under the laws of the State of DeIawaze. Ties
Agreement (i) is and at the time of Closing will be duly authorized, executed and delivered by
Purchaser, (ii) is and at the time of Closing will be Legal, valid end binding obligations of
Purchaser, and (iii) does not and at the time of Closing will not violate any provision of any
agreement or judicial order to which Purchaser is a party or to which Purchaser is subject. All
documents executed by Purchaser which are to be delivered to Seller at Closing (i) are or at the
time of Closing will be duly authorized, executed and delivered by Purchaser, (ii) are or at the
time of Closing will be legal, valid and binding obligarions of Purchaser, and (iii) do not and at
the time of Closing will not violate any provision of any agreement or judicial order to which
Purchaser is a party or to which Purchaser is subject.

7.6.2 Pendine Ac6ans. To Purchaser's knowledge, there is no action,
suit, arbihaHon, unsatisfied order or judgment, government investigation or proceeding pending
against Purchaser which, if adversely determined, could individually or in the aggregate
materially interfere with the consummation of the transaction contemplated by this Agreement.

7.6.3 ERTSA.

a. Purchaser represents, warrants and covenants that it is acting on its
oum behalf and that as of the date hereof it is not an employee benefit plan as defined in
Seerion 3(3} of the Employee Retirement Income Security Act of 1974, as amended
("FRIBA"} which is subject to Title I of ERISA nor a plan as defined in
Section 4475(e}(F) of the Internal Revenue Code of I986, as amended, each of the
foregoing hereinafter refereed to collectively as a "Plan," and the assets of such Plans
within the meaning of Deparhnent of Labor Regulation Section 2510.3-101.

b. Purchaser has no present intent to transfer the Property to any
entity, person or employee benefit plan as defined in Section 3(3) of ERISA, which is
subject to Title I of BRISA, or to a plan as defined in Section 4975(e)(1) of the Internal
Revenue Code of 1986, as amended (each of the foregoing hereinafter refereed to
collectively as "Plan"} which wiII cause a violation of ERISA.
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c. Purchaser shall not assign its interest under this Agreement to any
entity, person, or Plan which will cause a violation of ERISA.

7.6.4 dFAC. Purchaser (which for this purpose includes its
partners, members, principal stockholders and any other constituent entities} (i) has not been
designated as a "specifically designated national and blocked person" on the most current list
published by the U.S, Treasury Depaztrnent Office of Foreign Assets Confrol at its oFficial
website, «h :/ttp /www.treas.gov/ofac/tll> sdn.pdf! or at any replacement website or other
replacement official publication of such list; (ii) is currently in compliance with and will at all
times during the term of this Agreement (including any extension thereofl remain in compliance
with the regulations of die Office of Foreign Asset Control of the Department of the Treasury
and any statute, executive order (including the September 24, 2001, Executive Order Blocking
Property and Prohibiting Transactions with Persons Who Conuxut, Threaten to Commit, or
Support Terrorism), or other governmental action relating thereto; and (iii) has not used and will
not use funds from illegal activitios for any portion o£tha Purchase Price, including the Deposit

7.7 Survival of Purchaser's Representa4ions. The representations and
warranties of Purchaser set forth in this Agreement hereof as updated as of tha Closing in
accordance with the terms of this Agreement, shall survive Closing for a period of twelve (12)
months.

transaction is:
8.1 An express condition precedent to Purchaser's obligation to close this

8.1.1 the representarions and warranties of Seller set forth in this
Agreement shall be true and correct in all material respects at and as of the date of this
Agreement and at and as of the Closing Date, except to the extent that such representations and
warranties are qualified by the term "material," or contain terms such as "Material Adverse
Bffect" or "Material Adverse Change," in which case such representations and warranties (as so
written, inoluding the term "material" or "Material") shall be true and correct in all respects at
aad as of the date of this Agreement and at and as of the Closing Date with the same effect as
though made at and as of such date (except those representations and warranties that address
matters only as of a specified date, the accuracy of which shall be determined as oP that specified
date in all respects); and

8,1.2 Seller shall have performed and complied with all of its
covenants under this Agreement in all material respects through the Closing, except to the extettt
that such covenants aze qualified by the term "material;' or contain terms such as "Malarial
Adverse Effect" or "Material Adverse Change," in which case Seller shall have performed and
complied with ail of such covenants (as so written, including the term "material" or "Material")
in all respects through the Closing.

8.2 The following items are additional conditions precedent to Purchaser's

obligation to close this transacrion:
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8.2.1 Seller shall have complied with the bankruptcy filing
requirements and received the required approvals to sell the Property from the appropriate
authorities, including the expiration of all appeal periods for such approvals, as described in
further detail in the APA.

8.2.2 Seller shall comply with all Schedule B, Section 1 requirements
in the Commitment and any Title Update, including, without limitation:

a. Seller shall famish, in form and substance satisfactory to the Title
Insurer, satisfactory proof in affidavit form establishing who is in possession of the
Property.

b, Se11er shalt furnish, in form and substance sarisfactory to the Title
Insurer, satisfactory evidence that the improvements and/or repairs or alterations thereto
aze completed and that contractors, subcontractors, Iaborers and materiaimen are paid in
full,

a Seiler sha11 famish, in form and substance satisfactory to the Title
Insurer, satisfactory proof of payment of aI1 taxes, chazges, water .bills, assessments,
levied and assessed against the Property, which are due and payable, together with an
affidavit from Seller stating that ail taxes, charges, water bills, assessments, levied and
assessed against the Property, wteich are due and paya6Ie, have been paid, and that Seller
has no knowledge of any pending assessments.

d. Seller shall provide to the Title Insurer copies of the water bills for
the last three billing cycles.

e. Seller and Purchaser shall provide proof in affidavit form,
satisfactory to the Title Insurer, that both Seller and Purchaser (i) that no broker's
services have been engaged with regard to the management, sale, purchase, lease, option
or other conveyance of any interest in the Property and (ii) that no notice of lien for any
such services has been received. In the event that said affidavit contains any
qualification with respect to such services, proof of payment in full for such services,
together with a lien waiver or estoppel letter from beach identified broker, must be
provided to the Title Insurer,

f. In a manner consistent with the APA, Seller shall provide a payoff
letter or proof, satisfactory to the Title Insurer, of payment, satisfacflon, and cancellation
of record of Deed to Secure Debt and Assignment of Rents and Leases in favor of Wells
Fazgo Capital Finance Corporation Canada recorded in Deed Book 5930, Page 225, of
the Records of Whitfield County, Georgia, and termination of UCC Financing
Statements No. 155-2013-0443, 155.2018-0012, and 155-2018-0390.

8.2,3 The Phase I ESA shall not have identified any issues or
concerns et the Property that cost or could reasonably be expected to cost in excess of $ I OO,000
to remediate,

li
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83 It is and shall be an express condition precedent fo Seller's obligation to
deliver possession of the Property to Purchaser, either at the Closing or pursuant to any passible
lease of the Property by Seller to Purchaser to the limited extent provided in Section 22 below,
that the Phase t ESA shall have been completed and, solely if requested ix writing by Seller, that
a copy thereof has been delivered by Purchaser to Seller, together with copies provided to SeI1er
of any further written reports} as may result from any inspections} pursuaztt to Section 7.3.1
above andtor that constitute x baseline environmental report as conEempiated by any policies,
rules or regulations promulgated by the State of Georgia, Department of Naturat Resources,
Environmental Protection t3ivision or as otherwise provided for under the Laws of the State of
Georgia and/or ss customarily utilized in standazd practice in cannecrion with the parchase and
safe of commercial real property in the State of Georgia.

9. DEFAULT BY SELLER. If any of the requirements in Section 8.1.1 and 8.1.2
have not been met ox all other conditions precedent aze not met as of Closing (or earlier specified
date, if any}, or Seller fails to perform any of the terms and conditions of this Agreement or is
otherwise in default under this Agreement, then Purchaser, at Purchaser's sole option, may elect
to:

9.1 Waive the default or failure and close "as is"; or

9.2 As its sole snd exclusive remedy for default of Seller, cancel this
Agreement by written notice to Seiler given on or before the Closing Date, whereupon both
parties shall be released from all further obiigarions under this Agreement and except for the
indemnification obligations contained elsewhere in this Agreement neither party hereto shall
have an obligations hereunder.

10. DBPAULT BY PURCHASER. In the event of tke failare or refusal of Purchaser
to close this transaction, without fault on SaIIer's part and without failure of title or any
conditions precedent to Purohaser's obligations under this Agreement, Seller shall have the right
fo terminate this Agreement by written notice to Purchaser, whereupon the parties shall be
relieved of alI further obligations under this Agreement, except for indemniries from Purchaser
which are to survive termination or cancellation of this Agreement.

11, PROkATIONS. Real estate and personal property taxes, insurance, rents,
interest, costs and revenues and all other pcnratahle items shall be prorated as of the Closing
Date. Sn the event the takes for the yeaz of CIasing are unknown, the tax proration will be based
upon such taxes for the prior year and, at the request of either party, such taxes for the yeaz of
CIosing shai2 be repmrated and adjusted when the tax bill for the yeaz of Closing is received and
the actual amount o£taxes is known. All unpaid assessments (special and otherwise) against the
Property, if any, exisring as of the Closing Date shall be paid by Seller; provided, however if any
such assessments era payable in installments, Setter shall only be responsible for payment of the
then carrent installment prorated equitably between the parties.

12. CLOSING COSTS. At the Closing, SeIIer shall pay the recording fees,
documentary stamps and surtax, if any, due on the limited warranty deed of conveyance. Seller
shall also be responsible for the cost of recording any document necessary to cure title to the
Property in the event Seller has agreed to effect any suah cure. Purchaser sha(1 pay any and all
costs and expenses oP inspections and feasibility studies end reports incident to Purchaser's
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inspections, the cost of the Sixrvey obtained by Purchaser, the cost of the prepazation of the
Commitment and the premium for the owner's tine insurance policy together with atty
endorsements to be issued from the Commitment, and the cost of the municipal lien seazch
obtained by Purchaser. Each party shall bear the recording costs of any inshvments received by
that party, except that Seller shall pay the recording costs on documents necessazy to clear title to
the event SeIlex has agreed to effect any cute of ride as afosedescribed. Each party shall pay its
own legal fees and costs.

13. CLOSING.

13.1 Seller shall convey ride to the Property by good and sufficient limited
warranty deed, subject only to the Permitted Exceptions, Seller shall also deliver to Purchaser at
the Closing:

73.1.1 an owner's affidavit and indemnity, in form acceptable to
Purchaser's Title Insurer to delete the standazd exceprions relaring to mechanics Bens and the
other standard exceptions customarily eliminated from Purchaser's owner's title insurance policy
on the basis of an owner's affidavit and indemnity executed by Seller, which ovmer's ~dauit
and indemnity shall be on the Tifle Insurer's standazd form with such changes as our reasonably
requested by Sefier end agreed upon by and between Se[Ier and the Titre Insurer;

13.1.2 instruments necessary to clear title, if any, but only to the extent
that Seller has agreed to cure any title defects as hereinabove provided;

13.1.3 an appropriate quit claim bill of sale;

13.1.4 appropriate evidence of Seller's corporate existence and
authority to sell and convey the Property, including without limitation: a certificate from the
Secretazy of State of Qeorgia of qualification to transact business in Georgia together with
certified copies of any document filed with such articles; a certificate of due incorporation and
good standing from the appropriate governmental authorities; and a certified copy of the
resolution of Seller's boazd of directors identifying Seller's officers and authorizing this
transaction and authorizing its officers) to execute ail requisite documents;

13.1.5 any and a[1 guazantees and warranties on all property conveyed
pursuant to this Agreement, with assignmettt of all rights under the guaranties and wananries;

13.1.6 anon-foreign certificate and other documentation as may be
appropriate and satisfactory to Purchaser to meet the non-withholding requirements under
FIRPTA and any other federal statute or regulations (or, in the alternative, Seller shall cooperate
with Purchaser in the withholding of funds pursuant to FIIZPTA regulations);

13.I.7 an appropriate reporting form to be submitted with the deed at

rime of recordation; and

13.1.8 a vendor notice Ietter for each service confract, if any.

13
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13.2 Seiler and Purchaser shall each execute such other documents as ase
reasonably necessary to consummate this transaction.

14. BROKERS. The parties each represent and warrant to the other that there is no
real estate broker, salesman or Bender involved in this transaction. If a claim for brokerage or
similar fees in connection with this transaction is made by any broker, salesman or finder other
than tha above-named brokers) claiming to have dealt through or on behalf of one of the parties
to this Agreement, then that party shall indemnify, defend and hold the other parry under this
Agreement harmless from all liabiliries, damages, claims, costs, fees and expenses whatsoever
(including reasonable attorneys' fees and court costs, including those for appellate matters and
post judgment proceedings) with respect to said claim for brokerage, The provisions of this
section shall survive the Closing or the termination or cancellation of this Agreement

15. ASSIGNABILITY. Purchaser shall be entitled to assign Purchaser's rights and
obligations under this Agreement to eny entity wholly owned and controlled by Purchaser, buE to
no other person or entity. In the event of an assignment, the assignor shall be released from any
and all of the assignor's obligations under this Agreement, provided that the assignee agrees in
writing to be bound fully by the terms and conditions of this Agreement as if said assignee were
the original signatory to it.

16. NOTICES. Any notices required or permitted to be given under this Agreement
shall be delivered by pursuant to the terms set forth in Section 12.03 of the APA.

17. ffiSK OF LOSS.

17.1 The Property s@all be conveyed to Purchaser in the same condition as on
the date of this Agreement, ordinary wear azad tear excepted, free of all tenancies or occupancies.
Seller shall not remove any personal property comprising fixtures from the Froperty between the
date of this Agreement and Closing.

17.2 Ugon receipt of an offer or any notice or commtmication from any
governmeatai or quasi-governmental body seeking to take under its power of eminenE domain all
or any portion of the Property, Seiler shall promptly notify Furchaser of the receipt of same and
shall send such communication, or a copy of it, to Purchaser. Upon receipt of such notice,
Purchaser shall have the right to rescind this Agreement by delivery of writfen notice to Seller
within thirty (30) days of Purchaser's receipt of the communication from Seller. In the event
Purchaser elects to rescind, then Purchaser shall receive a refund of the Deposit, in which case
both parties sha[I be rei[eved of all further obligations under this Agreement, except for the
indemnities from Purchaser which are to survive termination or cancellation of this Agreement.
Tn the event Purchaser elects not to rescind, then Purchaser shall be entitled to all condemnation
awards and settlements. Seller and Purchaser agree to cooperate with each other to obtain the
highest and best price for the condemned property.

173 In the event that the Property is damaged or deshoyed by fire or other
casuaFty prior to Closing, Seiler may, in Satler's sole and absolute discretion, either (i) settle with
its insurer and repair and restore the Property to substantially the same condition as before the
fire or casualty, and the closing shall be deferred for up to ninety (9d) days to permit such repair
and restoration (plus an additional Winery (90) days should more time be reasonably necessazy
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and Seller is proceeding in good faitk to repair/restore), or (ii) assign the proceeds of any
casualty insurance to Purchaser upon Closing and credit Purchaser in an amount equal to its
deductible under its casualty policy; provided, however, in any instance where the cost to
repair/restore the Property exceeds X250,000.00 unless Seller repairs and restozes the Property as
sat forth in (i) above, Purchaser may elect to cancel this Agreement, in which case both parties
shall be released from aSl further obligations under this Agreement. Tn the event that Seller
elects, and Purchaser approves, to repair and restore the Property as hereinabove provided, the
Closing shall be delayed to accommodate completion of such repairs and eestoraflon for a period
of time not to exceed one hundred eighty (180) days, as provided herein.

18. INDEMNITY. Seller shall and does indemnify and hold Purchaser harmless from
any and ail liability, including costs and attorneys' fees, including those for appellate
proceedings:

18.1 for services rendered prior to Closing under any contracts for services to
the Property existing now or at any time prior to Closing; and

18.2 for any personal property taxes remaining unpaid for calendar yeazs prior
to the year of Closing.

]9. MISCELLANEOUS.

19.1 This Agreement shall be conshued and governed in accordance with the
Laws of the State of Georgia, without application of conflicts of laws principles.

19.2 In the event any term or provision of this Agreement is determined by
appropriate judicial authority to be illegal or otherwise invalid, such provision shall be given its
nearest legal meaning or be construed as deleted as such authoriEy determines, and the remainder
of this Agreement shall ba consrived to be in full force and effect.

193 In the event of any litigation between the parties under this Agreement, the
prevailing party shall be entitled to reasonable attorneys' fees. Wherever provision is made in
this Agreement for "attorneys' fees," such term shall be deemed to include accountants' and
attorneys' fees and court costs, whether or not litigation is commenced, including those for
appellate end post judgment proceedings and for paralegals and similar persons.

19.4 Each party has participated fully in the negotiation and pxeparadon of this
Agreement with full benefit of counsel. Accordingly, this Agreement shall not be more strictly
consriued against either party.

19.5 Whenever used in this Agreement, the singular shall include the plural, the

plural shall include the singular, any gender shall include every other and all genders, end

captions and paragraph headings shall be disregarded.

19.6 The captions in this Agreement aze far the convenience of reference only

and shall not be deemed to alter any provision of this Agreement.
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19.7 Any reference in this Agrea ..ent to rime periods less than six (6} days
shall, in the computation thereof, exclude SaN~~= s, Sur ys, and Iegal holidays; any time
period provided for in this Agreement which shall nd ct: _. Saturday, Sunday or legal holiday
shall extend to 5:00 p.m. of the ne}ct full business da .

19.8 This Agreement consritutes e enrire agreement between the parties and
may not be changed, altered or modified except by instrument in wriring signed by the party
against whom enforcement of such change would be sought.

79.9 All references in this l
subparagraphs end sections refer to the respec.
reference expressly identifies another docuarent.

to exhibits, schedules, paragraphs,
lions of this Agreement, unless the

19.10 Alt of the terms of tFris A€
representations, warranties and covenants of Seller,
benefit of the parties to this Agreement and their rest

:nt, including but not limited to the
be binding upon and sha11 inure to the
e successors and assigns,

I9,11 Typewritten or handwritten pr visions which aze inserted in or attached to
this Agreement as addenda or riders shall control all printed or pretyped provisions of this
Agreement with which they may be in conflict.

19.12 Time is of the essence as to of this Agreement.

20. WAIVER OF JURY TRIAL. Sell and Purchaser mutually agree that they
waive all rights to a trial by jury in the event of any ispute or court acrion arising from, growing
out of, or related to, this Agreement, The parties a knowledge that trus waiver is a significant
consideration to Purchaser to enter into this A~eeme t.

21. TERMINATION.

21.I Notwithstanding anything in his Agreement to the contrary, and if this
Agreement has not earlier terminated as provided n this Agreement, unless Purchaser elects
otherwise, this Agreement shall terminate au omatically without any fiu~ther action
simultaneously with the terminarion of the APA.

2I.2 If the Purchaser elects to no terminate this Agreement simultaneously
with the termination o€ the APA, then, notwithst ding anyttring in this Agreement to the
contrary:

21.2.1 the requirements o a simultaneous Closing with the closing
under the APA set forth in this Agreement, includin ,but not limited to, Section 2 and Section
6.2, shalt have no fizrther effect and the Closi g under this Agreement shall proceed
independently of the APA under the terms and Condit ons set forth in this Agreement; and

212.2 as an additional cc
shall use ggod faith efforts to enter into an access
Setter with reasona6la access to the Properly for a
Seller to liquidate and move its assets located at the

precedent to the Closing, the Parties
ent whereby Purchaser shall provide
ale time after the Closing in order for
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22. LEASE. If this Agreement has not eazlier terminated, and if the Closing has not
occurred on or prior to October I5, 2018, and subject to any other requirements in this
Agreement, Seiler shall lease the Property to Purchaser from Ootober 15, 2018 until the earlier of
the termination of this Agreement or the Ciosing Date, in'exchange for US $1.00; provided
however:

22.1 In such event, Saller and Purchaser shah cooperate with one another in
good faith to attempt to resolve any impediments to Closing as expeditiously as possible; and

22,2 If Closing has not occurred by October 31, 20I8, or of this Agreement has
not otherwise terminated, then, at Seller's sole oprion, Seller may terminate any such lease
effective on or after Apri130, 2019.

[Signature Pages Follow]
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IN WITNESS WHEREOF, the part(es hereto have caused this Agreement to be
executed as of the date first written above by their respective officers thereunto duly authorized,

KRAUS CANADA LP
by Its' General Partner

Kraus Canada Ltd.

By:
Name:•
Title:

KRAUS PROPERTIES LP
by iEs' General Partner

Kraus ProperEies Inc.

By:
Name:
Title;

KRAUS CARPET LP
by its' General Partner

Kraus Carpetinc.

By:
Name:
Title:

KRAUS USA INC

By:
Name:
Title:

Q.E.P. CO , It~~ .

BY; .~

Name:
T(tie;

ROBERT Ct~. P Y C ADA L7D.

ay:
Name:
Title;

Signature Page to Asset Purchase Agreement



IN WITNESS WHEREOF, the part(es hereto have caused this Agreement to be
executed as of the date first written above by their respective officers thereunto duly authorized.

KRAUS CANADA LP
by its' General Partner

s canarta f.td

B'r ' - - _1 '..~.- .._
ame: G ,Ewe u,.~ c`i--J
Title: Ct IZ. ELY C't'~

KRAUS PROP6RTIE5 LP
by its' Generef Partner

•aus Pro ertEas lnc.

Name; C ~ ~-t.c,,. w~ ~ ~
Title; p t tZ (; L T a'S

KRAUS CARPET LP
by its' General Partner
C 4%~Iac.—.~.,, .

ey: "'~-
Name: ~ ~ C tn,n wt. ~Ti
Title: bt,•L ~~'s cr(,.

KRAUS USA INC .~~

Byrt ~5~, 
-...,,_...

rne:

Q.E.P. CO., INC.

BY, ..

Name:
Title:

ROBERTS GaN(PANY CANADA LTD.

By:
Name.
TItIe:

Signature Page to Asset Purchase Agreement



~XF~ZT "A"

RECORD LGQAT, D~SCItII'TION

ALL THAT TRACT OR PAI2CGL OB LAND, tyuig, situated aad being in Land LoY 333,
12th DisMct, 3rd Soc&on, VJhItfietd County, Georgia, end beiagimovm and described ns parts of
Lau 9, 10 and 13 of the 7. A. MecFazlend Farm Subdivision,-es per plat of said subdivision
recorded in Plat Book i, Page 86 (Plot Cabinet A, Slide 21), Whitfield Gbunty Lend Records,
ead being more partioularly described as foi[ows:

COMMENCE at the nacthwest comer of the inteisectton of Bric[cyaTd Rvad with Abutment
Ruud, ma t5eace Norih along tFte west sido of said Abutment Road 350 feet to TFIE TRUE
POINT OF BECiINNINQ. FROM THE TRUE POINT OF BEGINNING AS TAUS
ESTABLISHED, run South 86 degreos 35 minutes West 881.88 fact to as icon pin; thenoe
continue SouUt 88 degrees 29'minules West 200 feet to nn iron p[n; thenee Nosth Ot degrees 31
minutes West 265 feet to en iron pin; thevca Nanh 88 degrees 29 minutes Eest 197.53 feet to n
point; thence North Oi dekrea 31 minutes West i 10.46 feet to a point; thence NoRh 86 degrees
51 minutes Host 681.66 feet to a poinq thence SouW Ol degree 31 minutes East 180 fret to s
poinh, thence Norih 88 degrees 51 minutes Hest 200 foot to a point; tlience South OT degreo 31
minutes East 791.40 feet to the TRUE POMT OF BEGRVNING.

LE5S ANb EXCEPT:

RIG1iT-OT WAY X: BEING that portion of the lends described ubave encompassed by a Public
Road rvantng in n northerly d'uecHon from the Brickyard Road traversing the westernmost
portion of Parcel R and shown on the Plet p~epered by Yeter L. Bekkum, dated SeptemBer 3,
1974.

RIGHT-OIL'-WAY II: BEING that portion aF4a Iends described above which Roy C. Barrett
conveyed to Whifficld County as a dgh6of-wayfor Abutment Road by Right of Way Deed dated
March 31, 1989 and filed and xecotded on 7enuazy 22, 1990 in Deed Boole 2110, Pega 337,
SuporiorCotutClerk'sOffice,WhiffieldCounty,Georgia. '

RIGHT-Or WAY IH: BEINQ any portion of the lands described above wIilch Roy C. Barrett
conveyed to Whitfield County es a righboP-way forAbuhncnt Rasd by Right of W~ Deed dated
March 31, 1989 and qed and recorded on August I, 1989 in Deed Sook 2078, Page 157,
Sngerior Caurt Clerk's Office, WlutSeid County, George.

TOGL'Tfi~R WITH:

Atl that 4cact ead parcei and lead and being paR of lend tot nwn5er 333 of tfie 12tH District and
3rd SecGan of 1Vhitfield County Gco[gia and boivg .50 acres moro ar less as per a surrey ofsnid
pmpeity recorded in Plat Book D page [54 is [econLs of tfie Clerk of Caurt of SugarIor Court of
Whitfield Cotmty Georgia. Said Plat is hezehy ineo~parated for a full sad complete description of
the property. l7ils property is the s¢me property cam~eyed to the grmmrors by a Warranty Deed
recorded at Deed Book 2254 page 332 end 333 of Deed Record oYCierk of the Superior Court aP
Whitfield County Qeorgia on November 1 B, 1497.

P¢gc i ofZ
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ryX(~223IT teArc

ALSO DGSCRISID AS:
SURVEY LL~GAL DE3CT2II'TIO1V

r1t1 that 4act or pazcel of I¢nd tying aad 6esng in Laud Lot 333 of the IZth District, 3rd SacEion,
City ofDntton, Whitfretd County,~Georgia-and 6eing~mom particutnrty described as follows:

CONIl42ENCING at ¢ point at the Intecsecfian of the weste$y righbof-way of Abutment Road
(80'righRof-way) and the southerly rigflt-of-way ofMaFarland Road (50'rig6G~of way) ifright~
of-vvay lines were extended to fomt apoiot; 2HLTNCE lea~ring said Irnersection along the rlght-
oP-way of AbutmentRoad (80' fight-of-way) South e distance of SI4.18 feet to ea iron pin set,
said Iron pin being tfie POINT OB BEGTNNIRTG.

THENCE from said POIIV7: OF BxGTfiNTNG sloag the fight-of-way ofAhuhneutRoad alon6
n curvo to the right 5vitfi a radius of 2920.75 £oat and on nza lc¢gth of 391.19 feet, sold cu~va
having a chord bearing of South OS degrees 56 minutes 71 seconds West and a chozd distance of
191.16 feet to ea ironpin set; TFffiNCE leaving said right•of-way of Abutment Rand North 89
dagcaes 52 minutes 34 seconds West a distance of 607.57 feet to a 3/4 incfi rebar found;
TI~ffiNCENorth 89 degrees 41 minutes 56 seooads West a distance of 443.75 faet to an iron pin
set; TfiENCE North 00 degrees 30 minutes 22 seconds East a distance of268.54 feetto a point;
THENCE North 89 degrees OB minutes 11 seconds Vast a distance of 2.47 feet to s rniI mad
spiky found; THENCE North 00 degrees q6 minutrs 51 seconds East a distance of 330.36 Feet to
a 314 Inch open top pipe found; THENCE Soulh 88 degrees 52 minutes 51 seconds Hnst a
distance 02196,89 feat to a I/2 inch open top pipe fouad;'fi~.'NCENorth 89 degrees 35 minutes
A3 seconds Bast a Nslance of 43.47 feet to a 112 inch vebar found; THENC&North 89 degees 43
mi¢utes 19 seconds P.nstadistance of256.68 fcaCto a 1/2Inoh rebacfonad; TFIENCE South 86
degrees 50 minutes tlG seconds Eazt a distuaca of 381.54 feet to a i!Z innh re6az found; THENCE
Saulh 00 degrees 06 minutes 04 senonda West a dtslnnce of 180.00 feet to nn iron pin set;
1T3L'NCE South 89 dep~ees 31 minutes 56 seconds East a dlsta¢ce of 178.23 feet to as iron pin,
said icon pia being the POINT OFB~GIN2`7ING.

Sold tract contains 364,740 squera feet or 83733 acres.

Fnge2 oft
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ST~WART TTTLL GUARANTY COMPANY
ALTA COMMITNICNT

SCHGDUL~A

com~;cmemxo. ~z~aoa~o~o~~c~~Z)

1'12EPARLD POR: $OLLAND & ffi4IGECT LLP
'" ATiN: Yaadra Hernandez

INQDII2I~S SHOULD SPLCTALIZ~D TITLE SERVEC~5, INC.
B~ DIR~CT~D TO: AT17`I: Georgo C, Cnlforvay, Esq.

gcoQowny Or specinli2edHtle.com
6133 Pcachfrco Duaivoody Roed, N~
Atlantan Georgia 30328
T(770) 394-7000'; x(770) 698.2028

1. EffecHvc Dote; Avgust 8, 20 t8 at 5:00 p.m.

2. Policy or Policies to be issued:

AI,TA Ovmer's Policy with Geozgiamodificafions (6/I710~
Policy Amount: $2 862,000.00
Proposed Insured: Q.E.P. Co., Inc., aDelarvnre corporation

3. Tfie eslete or interest in the land described or refeRed to is this Commitment Is:

Fee simple

Q. TittetotfielnsuredestateorinterestinthelundisattheEfl'ectiveDuteheceofvestedin:

Barrett Cazpet M3(s, Inc.

S. The land referred to in this Commi~ent is described ss follows:

All that certain tract or parse] of Innd tying and being is Lnnd Lot 333 of Wa 12th Dishict, 3rd
Section, VJhitfiald County, Geo~gie, and being more pariiculwly described oa _E xlu6it"~"
attacBed hereto and by this reference made a paRhemof.

SP~CIALIZCD TITLE SERVICES, INC.

By.
AUTHORIZED SSGNATORY

NO'IE:'RilsGmm~unwt couslsuafGvatt9apa 46eled Iu SrAcdute MScAodule OSatlon I~md SrBeduieBSatlen211Jr Coivmiweot~afno farce
and ~PcR wka o71 rzfiWuf a we In c7 udcd, of on e u~~ ~' ~~ tt OEMs InwRo~~J by Rh~rnm in Iha Iival pnpv.

ARilie gn L NRA Commibnmtwl~h G<a~glamnAAcatioas6/11!06
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S1'~R'ART TATZ~ GUARANTY COMPANY
ALTA COMMITMENT

SQII~;DULE B —SECTSOIV i

Commitmcut No.1279.0010(0)(R)(2)

I. tnswment(s) creminy the estate or interest to 6e insured mtut be approved, executed and Sied
•"' for record, to wit: •--

Lim3ted Werr¢nty Deed hom Haaett Carpe[ Mills, Inc, to Q,E.P. Co., Inc., a Delaware
ca~pozatioo, to convey titie to the proposed Iasured.

3uId deed mtsst ba executed pv~suant to proper cozpomte authority, and the Company must be
R~misfied satisfactory documeatery piooftheceof.

2. Payment oPthe ffi!i consideca8on ta, ar for the ecco~.wt of, the grantors ormartgagors.

3. Payment ofi ull mxcs, charges, ossossmeats, !cured and assessed against subject premises, which
are due ead payable.

4. Safisfactory evidence should be Sad ti~et improvements and/or repatrs or alterations thereto ¢re
compteted; that wnhnctor, subwntrnctor, labor artdmaterinlmen aze at! paid.

5. the foltawing must b¢ fiunished in form and substnace satisfactory to the Company to delete or
amend (m accordaace with the facts established} the Standard EScaepfiaas set Earth on We inside
covecoFthis CammilmenL'

(e) ~4s to 9tenderd Hxception Number 2; Se6sfactory proof iu affidavit foua establishing
who is in possession of the subjeot proporty.

(b) ,4s to Standard Hxeepttoa Numbers 5 and 6: A cuaentead accurate siavey end surveyors
inspection report covering the sutyectpmperty~

(c) As io ~teadazd Exception Number 3: Sntisfactory evidence should be had that
vnprovemants and/or repairs or altecafions thereto aze completed; that co¢Iraato[s,
suhcontacto~s, Inbo[ers and matetielmen'sre paid iaful[.

(d} As to Standard Exception Number b; Receipt oY Satisfactory prooY oY payment of all
trues, chergcs> water 6ilis, assessments, levied end assessed against subJeot prapedy,
which are due and payable, togalher With an affidavit firm the awncc o£ the wbject
properly as aP the effective date of insured inshument, stating that all taxes, charges,
water bills, assessments, levied end assessed against subJectproperry which are due and
payoble have been paid, and !bet said owner 6es ao lmowledge of. any peadin~
assessments.

Noto: TLo compaaV requires conies of tbewater bibs for the Ins! threw LiII[ne wcles.

6. Unless this hansaotion Involves only real estate contaipipg ana to four residcafipl spits as shown
on ¢ cwrent plat of survey, the Company must 6e fivaished witfr.

(a) satisfactory proof that the subject property is not "couuneroial real estate" es defined by
O.C.G.A.§44-14.6Qt,or

eanie~s 2 ALSACbrwltmcnlwithOnBiamadfQallmu6fi7lOb
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STCWARTTTTL~ QUATLINTY COMPANY
ALTA WMIVIITNi~NT

SCFiIDI1I,EB—SECTIONS (CONT[NtiLD)

Comm itmeat No.1279.0070(0) (R) (Z)

(b) satisfactory proof in ~dnvit form @om 6oth the seller and the buyer (ar the borrower iF
there is no sale involved)•[tJ that no'bmker's'services have been engaged with reg(ud to
the managemenq sale, purchase, lease, option or other conveyance oP any intorost in the
subject comme~ciat Teat estate and (it)that ao notice of ]ien fnr any rich services has
been received. Sn the event that said affidavit contains any qualiHcetion with respect to
suoh services, proof of payment in fu(I £or ell such services, together vlith a lien waiver or
estoppel Icttor from such identifieA broker, must be obtained.

Notc: Where the possibility of n right to file e broker's lien is determined and no Ilan
waiver nor estoppelletter is famished to the Company, an excepUoa as follows will be
tskcn in tho float polloy:

"Any broker's lien, or right to a broker's lien, imposed bylaw."

7. Payment, safisfaction, and caacellatton of record of Deed to Secwe Debt end Assignment o£
Ranh end Leases from Harnett Carpet,Mills, Inc., a Georgia coiporution, to Wells Fargo Capital
Finance Cocporelio¢ Canada, an Onlerio corporation, dated August 6, 2013, filed for record
August 14, 2013 nt 1.23 p.m„ recorded in Deed Book 5930, Page 225, Records of WhitSeld
County, Georgia.

8. Temunation of record of UCC Financing SWtemant No. 755-2DI3.0443 Laving Barrett Carpet
Mills, In¢., ns Debtor, and Wells Fazgo Ceptta! Piaance Coeporafloa Canada, es Secured Party,
filed for record April 12, 2013 of 1032 am. W y✓h{tSeld County, Qeorgie, and entered in the
Ceniml Indexidg System of Deorsie; as wntinued by UCC Financing Statement Amendment
No. 155-2018.0012 having Harntt CazpetMills Inc., es Debtor, and WetlsBergoBeak, National
Assoctatton, ns Secured PFutY, filed for mcord January 4, 2018 eE 2:44 p.m. in V✓hiffield County,
Georgia, end entered in the Central Indexing System of Oeocgu; as further continued by TJCC
Pirmnotng Smtement Amendment No. L55.2018.039~ having Barrett Carpet Mills, Inc., as
Debtor, end Watis Fargo Cnpitat Finance Co~poTntion Canada, as Secured Periy, filed For record
March 22, 2018 nt 9:53 e.m. in W6itfiefd County, George, end entered in the Cenlml Indexing
System of Georgia.

AS A MAT1TSt OTi INTOR14LlTION:

2017 State and Countyms! property ad valorem taxes were paid December 15, 2017 as follows:

(a) forMnpRefeeenceNo.12-333.O1.0141atheaznountof$14,690,22;

(b) for Map Reference No. t2-333-0]•067 in tea amount ofS138,58;

(c} £ot Nlap Refeseace No. 12333A1.071 int6e omount of $14,923,90; end

(d) for Map Reference No.12.333.O1-036 iu the amount of $107.17.

Nate: City of Dalton property taxes era collected by tfie County cad included in Quo amounts referenced
above,

B2TIIBy~I 3 ALTA Camm(immtwl~M14mgtamodlficulfors b/17J06
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STL~ WART TRTLC GUARANTY COMPANX'
ALTA C0~211~NT

SCHEDULE B —SECTION 1(CONTtN[I~D)

Commitment No.1279.0070(0) (R)(2)

"'/+5'A FIIRTHCR MATTER 02~' WL'OR1VfAT10IQ:

'the TraetlI legei descriptign cont¢ined in that ecrteia WnaantyDeed and Eaaement recorded in Deed
Boak 663, Pflge 240, Recocde of Wkuffietd County, Qeurgia, confnins a scmeaer's eemr regazding the
compass d&ectian in fhe third course.

BR7/I8 sR ALSACammU+nentniih (iarylnma3lfiw~iens NINtl4
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ST~WART TITLL~ GUARAIVT'Y CONII'ANP
ALTA COMNIITMI,'nT

SCI~DULE B - S~CTlON 2

comm~m,~ncrro. iz~s.ao~a~o~~x~~Z~

Sohcdute B of the policy or potioies to ba Issued evil! contain axcepUons to the following matters unless
~~thesameazodisposedoftothesutisfaatiefioftHe'Compazry: ~"'

1, pefects, hens, ericumbcances, odvecsa attims, or other matters, if any, created, BrsE appearing in
the publio records or ettaohing suBsequent to tfie effective data kerooF but prior to the date the
pcopoaed insured acgtilres for valua of:ecord the estate or Interest or martgnge thereon covered
by this Commitment

Staadnrd L~acepHo¢s

2. Rights or ctatms ofganles in gossessIon not shovm by the publiemwrJs.

3. My lien, or right to a lien, far services, labor, or material heretofore or hereafter fiu~vshad,
imposed by Iaw and ¢ot steewu by the pablio meo:ds.

4. Taxes or special essassments wfiieh arc not shown as e~dsting Iteas By the pabfic records.

5. My cnerosohment, encumbrance, violation, variation, or adverse cireumstence affecfing the
TiAe that would be disclosed by an eoctuate and complete land survey of We Lend.

6. Easements, or elaime oYeasemenls, cot shown by the pv6flc records.

Special ~xcoptioas

7. All taxev for the year 2018 and subsequent years and any additional taxes due as a result of a
reassessment or s rebelling oP the subJect prope[ty, Excoprion is talon as to all past rive and
payable wutee cad sewez 6AIs.

B. 17vs policy of title tnswance effoids assurance as M the ]ocatlon of the boundary ]ices of the
subject property, but does cot insure tl~e engineering celculattoas is computing the exact amount
of acreage contained ILerein.

9, UtlIltles Easement from Roy Ba[ceh to Baerett Carpet Mills, Tna, dated Febmery !9, 1981, filed
for record Febmary 19, 1961 at 2:00 p.m., recorded in Deed Book 663, Page 2A5, ttecords of
WhiKeld Couary, Georgia.

I0. Party Walla Agreement between Roy Barlett and Barrett Carpet Mills, Ear, n aeuigin
cocporedon, dated Fe6ntacy 19, 1981, Filed for record Pebnaary 19, 7981 at 2.00 p.m., recorded
In Deed Baok 663, Pege 247, uforesaid Records.

11. Intentionally deicted,

sa7ne~e ALTA Commitm<mrvtUOwBivmodttteettanf 6~tTN6

2868G3G9.2



ST~WART T1TGE GUARANTY COMPANY
AT,TA COMI4IITLVfLNT

SCHCDUL~ B —SUCTION 2 (CONTIN[J~D)

Commitment No.1279.0070(0)(R) (2)

12. Drainage fights contained in Right oP Wny Deed from Roy C. Bazrett to Whitfield County, dated
" ~ Maroh 31, 1989, Sled farrecatd'Jenuary22,'I990 at 8:00 a.m., recorded in Deed Book 2110,

Page 337, o~'oreseidRecords.

13. ALTAlNSPS Lend Title Sucvcy for Holland & Knight LLP, Specialized Tit1a Services, Inc., end
Stewart Title Guaranty Company, prepared by Travis Pnutt & Assrociates, ffi¢, Job No. 1-t 8-
0305.600, beazln~ tfie seal. and certification of 7aim¢ F. Iiiggias, Georgia Registered Lmd
9nrvcyor No, 2842, doted August 23, 2018, Sest Tevise~l _, 2018, discloses the
fntlowing:

(a) W~or vaultslocated in the eostem portion aft8e subjectpmperty;

(b) Power,tolephoae,andenbloerossingtheeastemporiioaofihesabjeotpmpecty;

(c) Power lines iravecsing the ceauel poctian ruining north to south;

(d) Firchydranfslacatedintheswtfiembavndnryofthesubjectproperty;

(e} Storm dcaS~age comprised of24' RCP with drop inlets; and

(fl Gas regulator locatedin tfie nocthem portion oft6e subject property.

t4, Any seauzity interest created aC dosing.

N07E:On loanpalldei.Joniot~:Jfuba~dlnule m~tteq,ifoery. iNll natbaeptthd in Sobatlulo B.

Bd1/185ri 6 ALThCvmmitmcntw(Ih 0ew5(amW~RentluKdq(G6
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RECORD LEdAL D~SCR1PT10N

AI.L'1TiAT TRACT OR PARCEL OC LAID, tying, situated end being in Land Lot 333, 12th
D(strict, 3vd Section, Whitficid County, Qeorgfn, and being known and described as p¢t1s of LoCs
9, 10 and 19 ofthe J. A. MacFarland Form 3utrdivisioa, as perplat ofseid subdivision recorded [n
Plal Hook i, Pagc 86 (PI¢t CebinctA, Stido 21), WhitFcid County L¢nd Records, and being more
pnrttcuinrly desedbed ns follows:

COMMEfiCE at the northwest comer of the intmsoetion of Brickyard Road with Abutmcnc
Road, mn thenea Nonh along tits Hest side o£ said Abutment Road 350 feet to THE TRUE
POINT OF HEGINNINp. FROM THE 1RUE POINT OF BEQINNING AS THUS
BSTABLI9FIED, mn South 88 degrees 35 minutes West 88I.88 feet to an iron pin; thence
cotttinue South 88 dagcee 29 minutes Wost 206 Feet w an iron pirt; thence North 01 degrees 31
minutes West 265 fooc w ¢n imn pin, th~nco 2Soreh 88 degrees Z9 minutes East 197.53 ('eet to a
po[nt; thence North 01 degree 31 mi¢utes West 110.46 feel to a point; thence North 88 degcees
51 minutes East 661.46 feet to a goint; thence Soutfi 01 degree 31 minutes East 180 Ceee W a
point; thence North 86 degrees 5I m(nutes Eest 200 feet to e point, thence Swth Ol degree 3I
minutes Eust 191.40 Feet to the TRL7E POINT OF BEGINNING.

LESS AND EXCEPT:

RIGITT•OF-WAY I: BEING that portion of the lands dcscriBed above encompesscd by a
Public Road running in a non6er[y direction From tfia Brickyard Road traversing the
westernmost portion of Pazce[ Il ¢nd shown on the Plat prepared by Pctcr L. Snkkum, dated
September 3, 1974.

RTGH'P-OR-WAY II: BLIND that portion of the lands described above which Ray C. Sorrell

conveyed ro WUtttieldCounty as a righFof-way Por Abutment Road 6y Iti~lu of Way Deed detad
Mnroh 3l, 1989 and filed and recorded on Janvory 22, 1990 in Deed Book 2110, Page 337,
Superior Court Ctecic's Ot~ce, Whitfield County, Georgia.

RIGHT-OT'•WAY 77i: BEINO ony portion oi'the Innds described above which Roy C. Barrett
conveyed co Whitfield County as e right•of-«my ForAbutmonc Roed by Right of Way Decd dated
March 31, 1989 and filed and recordad on August 1, 1989 in Deed Book 2079, Pnga 157,
Superior Court Clerk's OflIce, Wf~tttiold County, Georgia,

TOCL~'TA~R WITH;.

A(! that trnet and percel and land and heing part of land Iot number 333 of the 12th D(stdet and
3ir1 Sc¢tion nF Whittiotd County Gcorgi¢ and 6c(ng .50 acres mom or Icss as per a survey of said
property rocordod in Plut Sook b pngo 154 fn records of the Clerk of Court of Superior Court of
WhitIIetd County Georgia. Said Plnt is heceby tncoryorntod fora full and complete description of
Iha pcopany. This property is tho some property conveyed to tha grnntors by a Wartanty Deed

cewrded at Deed Book 2254 page 332 and 333 of Deed Record of C(erk of the Superior Court of

Whi[fiold Counry Georgia on Novumbcr 18, 1991.

Page t eft
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ALSO DESCRLSED AS:
SURVEYLEGAL D~SCRIPTIOY

Atl Ihnt ~mct or parcel of land lying and being In Land Lot 333 of iha 12th District, 3rd Section,
City of Dalton, Whitfictd County, Qcorgin end bcfag mom pnrticulerly described as follows:

C014TriIEVC1NG et a point at the Intersection oftho westerly dg6t-of-way ofAbuunent Road
(80' right-of-~wy) and the southerly right~of-~my of McFarland Road (50' right-of=way) ifrig6a
of-tinny tines wcro extended ro hmi a point; TfiENCfi leaving said Intccscclio¢ Mang tho right-
of-way of Abutment Ro¢d (80' rfght•of wuy) South n distenca of R 14.18 feet ~o an iron pia set,
sutd iron pin being t6c POINT OF BEGIN`IING.

TI-ffiNC6 from snid POINT OI+ BEGiNN1VC along the righPof-way of A6ulmeot Rand along
a curve to ibc right with n mdius oF2920,75 feet and on aro length of 191.19 feet, said curve
h¢vfng a ctiord bearing of South Ol dc~xs 56 minutes 11 seconds Wcst end a chard distance of
191.16 feet to an iron ptu set; THENCE le¢ving soid r(ght-of-way of Abutment Road Nott6 89
degrocs 52 minutes 39 seconds W¢sta disianco of 607.57 feet to a 3/4 inch rcbar found;
THENCE Nonh 89 degrees 41 minuros 56 seconds West n distenca oF443.75 Fect ro nnlroa pin
sat;1'HENCENorih 00 dcgrocs 30 minutes 22 seconds Easta d[stencc of268.54 feat to npaint;
THENCE Narth 89 degrees 08 minutes 1 I seconds West n distance of2.47 I'ee~ to n rnli road
spiko found; TAENCENorih 00 degrocs A6 minutos 51 seconds Beast e distance of 130,3G fccc to
3/41¢cb open top pipe kund; THENCE South 88 degrees 52 minutes 51 seco¢ds Eost n

distance of 196.89 feet to a l/2 incfi open top pipe found; TFiENCfi Norih 84 degrees 35 minutes
43 seconds East ¢ distance of43.4~ feet to a 1/2 inch rebar found; THENCE North 89 degrees 43
minutes 19 sccands East ¢ distance oF256.66 fcc[ to a 12 inch rcbnr found; lT~ENCE South BB

degrees 50 minutes 06 soconds East a distance of 381.54 Ixat ro a 1/2 inch ce6ar found; TEIE[QCE
South 00 do~ces O6 mtnutas 04 seconds West a distance of 180.00 feet w an iron pin seF,
THENCE South 89 degrees 31 m[nutes 56 seconds East a distance of 178.27 feet to an Uon pan,
said iro¢ pin being tho POINT OF BBGIN~`IIVG.

Said Croat coneains 364,740 square feet or 8.3733 ecros,

Pnye? oM
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SURVEY
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CONTRACTS

None.
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LXl7IBIT E

PENDIlVG ACTIONS

On May 25, 2017, The Water Woxks and Sawer Boazd of the Town of Centre ("Plaintiff") filed a
lawsait against entities involved in the carpet manufacturing process, including Kraus USA, Tnc.
f/lUa Basett Carpet Mills, Ina ("Kraus"), in the Circuit Court of Cherokee County, Alabama
(Case No. 13-CV-2017-900049.00}. Plaintiff's Complaint alleges that it has been damaged by
Kraus's and other similarly situated entities' use (or prior use} of perf2uorinated compounds to
impart water, stain and grease resistance to carpet and other textile products in manufacturing
facilities Iaeated in Dalton, Georgia. On June 2, 2018, I{raus filed its answer and affirmative
defenses to Plaintiff's Comglaint disputing Plaintiff's allegat octs in their entirety. Kraus intends
to defend itself vigorously against all claims made against it in fhe litigation.

28686369.2
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PHYSICAL CONbTTTON OF PROPERTY

Some roof leaks and other water ingress immaterial to operation of facility.

Some damage to walls immaterial to operation of facility.

28686369.2
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ENVIRONMENTAL MATTERS

Possible asbestos in roofpanels.

At least two present or former underground storage tanks previously utilized for storage of
substance believed to consist of latex.

28666369.2



IN THE MA't?ER OF THE COMPANIES' CREDITORS ARR4NGEMENT ACT, R.S.C. 1985, C. C-36, AS AMENDED
AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF KRAUS BRANDS INC., KRAUS CANADA LTD., KRAUS
CARPET INC., KRAUS PROPERTIES INC., KRAUS USA INC., and STRUDEX INC.

Court File No. CV-18-604759-OOCL

ONTARIO
SUPERIOR COURT OF JUSTICE

PROCEEDING COMMENCED AT
TORONTO

SUPPLEMENTARY AFFIDAVIT

Cassels Brock & Blackwell LLP
2100 Scotia Plaza
40 King Street West
Toronto, ON M5H 3C2

David S. Ward LSUC#: 33541W
TeI: 416.869.5960
Fax: 416.640.3154
dward@casselsbrock.com

Larry Ellis LSUC#: 49313K
Tel: 416.869.5406
Fax: 416.640.3004
Ieilis@casselsbrock.com

Erin Craddock LSUC# 62828)
Tel: 416.860.6480
Fax: 416.644.9324
ecratldock@cesselsbrock.com

Lawyers forthe Applicants
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CONFIDENTIAL EXHIBIT "A"

(filed separately)
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Court File No. CV-18-604759-OOCL

ONTAR/O
SUPERIOR COURT OF JUSTICE

COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES' CREDITdRS
ARRANGEMENTACT, R.S.C. 1985, aG36 AS AMENIIED

AND IN THE MATTER OF A NROPOSED PLAN OF
COMPROMISC OR ARRANGEMENT WITH R~SPF,CT TO

KI2AUS BRANDS INC., KRAUS CANADA LTD., KRAUS CARPET INC., KRAUS
PROPERTIES INC., KRAUS USA INC., and STRUDEX INC.

FIRST REPORT OF THE MONITOR
SEPTEMBER 17, 2018

A. INTRODUCTION

On September 1 1, 2018 (the "Filing Date"), Kraus Brands tnc., Kraus Canada Ltd., Kraus

Carpet fnc., Kraus Properties [ne., Kraus USA Inc., and Strudex Ina (collectively, the

"Applicants"} filed far and obtained protection under the Companies' Creditors

Arrangement Ac! (t'he "CCAA"). Pursuant fo the Order of this Court granted SepTember

1, 2018 (the "Initial Order'), Deloitte Restructuring Ina (`DeloitYe") was appointed as

the Monitor in these proceedings (the "Monitor"). The Initial Order provided for a stay of

proceedings agai~~st the Applicants through October 11, 2018 and extended the relief under

the Initial Order t~ the partnerships (the "Partnerships" and together with the Applicants,

the "Kraus Group"} listed in Appendix °`A" in the Fre-Filing Report (defined below).

The proceedings commenced by the ApplicanCs under the CCAA will be referred to herein

as the "CCAA Proceedings".
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2. On September 11, 2018, Detoitte filed the Pre-Filing Report of the Proposed Monitor (fhe

'̀Pre-Filing Report") which, among other things, described certain background

information about the Kraus Group, its 13-week cash flow projection ("Cash Flow

Statement'), and the current status of tl~e Kraus Group's operations. Copies of the Pre-

Filing Report, the Initial Order, and the service list in respect of the C~C:AA Proceedings

are available on the MoniCor's website aC http://www.insolvencies.deloit~te.ca/en-ca/kraus

(fhe "Monitor's Website").

3. At the hearing for the Initial Order, a comeback hearing in respect of Che Initial Qrder was

set by the Court for September 18, 2018 (the "Comeback Hearing"). At the Ct~meback

Flearing, the Applicants will be seeking an order, among other things, approving an

agreement of purchase and sale dated September 10, 2018 (die "TI'S Purchase

AgreemenP') between Q.E.P. Co., [nc. (the "Purchaser") and cercain Applicants, as

venders (collectively the "Vendor"), attd an Order vesCing the Purchased Assets (as that

tern is defined in the TPS Purchase Agreement) in the Purchaser free and clear of liens

and/or other encumbrances.

4. Amore detailed description of~d~e Kraus Group's business operations and backgrotmd i~~

its restructuring proceedings in the period prior to the Filing Date was provided in the

Emmott Affidavit (defined below) and in tl~e Pre-Filing Report, which have been posted

on the Monitor's Website.
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B. PURPOSE

5. The purpose of this First Report is to provide the Court with information and/or updates on

the following:

a) The activities of the Monitor from the Filing Date to the date of this First Report;

b) The Transition Services Agreement (defined below);

c) The TPS Purchase Agreement, including the sale of the Dalton Premises (defined

below);

d) Pre-filing cash disbursements and the proposed amendment to the Initial Order in

respect of such disbursements;

e) The Wells Fargo Borrowing Base;

~ Status of the Kraus Group's bankruptcy proceedings in the United States ("U.S.

Proceedings"); and,

g) The Monitor's recommendations in respect of the relief sought by the Applicants.

C. TERMS OF REFERENCE AND llISCLAIMER

6. In preparing this First Report and making tl~e comments herein, the Monitor has been

provided with, and has relied upon, unaudited financial information, books and records and
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financial information prepared by the Kraus Group, and discussions with management of

the Applicants ("Management") (collectively, the "Informatiod').

7. The Monitor has reviewed the Information for reasonableness, internal consistency and use

in the context in which it was provided. However, the Monitor has not audited or otherwise

attempted to verify the accuracy or completeness of the Information in a manner that would

wholly or paRially comply with Canadian Generally Accepted Assurance Standards

("Canadian GAAS") pursuant to the Chartered Pr-ofesslonal Accountants Canada

Handbook and, accordingly, the Monitor expresses no opinion or other form of assurance

contemplated under Canadia~~ GAAS iii respect of the Information.

8. Some of the information referred to in this First Report consists of financial projections.

An examination oz review of the financial forecasts and projecCions, as outlined in the

C/zar~ered Professi~nnl Accot~xntnnts Canada Hattdbook, has not been performed.

9. Future oriented finartci~l information referred to in this First Report was prepared based on

Management's estimates and assumptions. Readers ire cautioned that since projecCions

are based upon assumptions about future events and conditions that are not ascertainable,

the actual results will vary from the projections, even if the assumptions materialize, and

the variations could be significant.

10. lh~(ess otherwise stated, all monetary amounts noted herein are expressed in Canadian

dollars. III terms not defined herein shall have the meanings ascribed to them from the

Affidavit of Chris Emmott, sworn September 1 U, 2018 ("Emmott Affidavit") and the Pre-

Filing Report.
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D. ACTIVITIES OF THE MONITOR SINCE THE FILING DATE

1 1. The Monitor fulfilled the requirements set gut in Paragraph 39 ofthe 6iitial Order in respect

of notifying Kraus Group's creditors and other stakeholders of the CCAA Proceedings

including the following:

a) The Monitor has arranged to publish a notice in the Globe and Mall (National

Edition) on September l8, 2018 and September 25, 2018. The notice contains the

information prescribed in accordance with Section 23(I)(a) of the CCAA. The

Monitor will update the CouR in a future report regarding the published notice.

b) Within five business days after the date of the Initial Order, the Monitor;

i. On September Il, 2018, made the ]nitial Order, the Emmou

Affidavit, and the Are-Filing Report publicly available by posting

them on the Monitor's Website;

i i. By September 14, 2018, sent a notice (fhe "NoCice") to every known

creditor having* a known or potential claim against the Kraus Group

of more than $1,000 advising them that the Initial Order is publicly

available on the Monitor's Websife. A copy ofthe T~iotice is attached

hereto as Appendix "A"; and

iii. Prepared a Iist of k~~own or potential creditors of the Kraus Group

showing their names, addresses and estimated claim amounts and
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made it publicly avaitable in the prescribed manner by posting it on

the Monitor's Website on September 14, 2018.

i 2. The Monitor has also engaged in the ful(owing activities since the Filing Date:

a} Worked with Management to review disbursement approval and reporting

procedures to allow for the monitoring of the Kraus Group's receipts and

disbursements. This process is completed at tl~e beginning of each week for the

preceding week. As a complete weekly review cycle was not complete as of the

date of the First Repoli, t(~e MoniCor will provide an update on any variance in the

actual receipts and disbursements compared to the receipts and disbursements set

taut in the Lash Flow Statement within the Prc-Filing Report in a subsequent report;

b) Held discussions with Manageme~~f and employees regarding the following:

i. The treatment of outstanding wages, vacation pay and other

employee-related items;

i i. Various ad-hoc requests related to suppliers with respect to their

rights and remedies Evitl~ regard to the CCAA Proceedings; and,

iii. Management's strategy for realization of finished goods, raw

materials and machinery in relation to the manufacturing cif

residential and commercial broadloom carpet (`Broadloom

Business");
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c) Completed and filed the requisite statutory documentation with the Office of the

Superintendent of Bankruptcy; and,

d) Attended to various inquiries which the Monitor received by the Monitor's

dedicated telephone number (416-354-0883) and/or e-mail address

(kraus~a deloitte.ca) from the Kraus Groups' creditors and other stakeholders.

1 3. As discussed in [he Pre-Filing Report, the Monitor has retained Miller Thomson LLP

("Miller Thomson") to act as its independent Canadian counsel. Miller Thomson, at the

Monitor's request, has commenced its review of the Welis Fargo Capital Finance

Corporation Canada ("Wells Fargo") and Red Ash Capital PaRners lI Limited

Partnerships' ("Red Ash") security within Canada. The Monitor will report to the Court

on the validity of the WeIIs Fargo and Red Ash security in a future report.

14. The Monitor has retained Sheppard, Mullin, Richter &Hampton LLP as independent U.S.

counsel (`U.S. CounseP'). U.S. Counsel has determined that it is unable to directly give

an opinion over the Red Ash and Wells Fargo security within Delaware and Georgia and

the Wells Fargo security within New York. As noted in the I're-Filing Report, if there was

a conflict, they would retain local counsel to complete the security review. U.S. Counsel

have noted that the rota) cost of this security opinion will be less under this situation than

if U.S. Counsel exclusively compleCed all security reviews. The retention of independent

local counsel and the completion of the security opinions are both ongoing as of September

i Z 2018.



E. TRANSITION SERVICES AGREEMENT

I5. References made to paragraphs 3 to 5 of the supplementary affidavit t~f Chris Emmott,

sworn September l7, 2018 ("Supplementary Emmott Affidavit'}, wherein the Transition

Services Agreement (defined below) is descrrbed.

16. ['he Monrtor has reviewed an unsigned drafr of the Transitional Services Agreement (the

"̀ Transition Services Agreement') between the Purchaser and Vendor. The Monitor

understands that this version will be the final version to he executed by the parties in the

coming days.

1 7. 1'I~e purpose of the Transitit~n Services Agreement is to document the respective services

that the Vendor and Purcl~as~r will provide to each other commencing in October 2018.

1'he intention of the parties is that the compensation charged for each of the services

provided by one party to t'he other reasonably approximates that cost of Chat service,

including the costs of emp(e~yee wages an~1 compensation and third party out-of-pc~eket

costs. Settlement of amounCs owing for services provided will be made monthly in arrears.

The Monitor I~as not been privy to the negotiations of the costs for each service to be

provided.

I 8. With respect to employees, responsibility for the payment of wages and compensation will

remain with the party providing the service so there will he no change in the payment

arrangements for these employees.
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19. The Transition Services Agreement specifically covers the collection of accounts

receivable, premises, software and server access, paid duty recoveries, and the sharing of

third party warehouse costs.

20. The 1"ransition Services Agreement terminates as each specific service is no longer

required, and can also be termictated on 30-days' notice by the recipient party.

F. TPS PURCHASE AGREEMENT

Update ott the TPS Business

21. The M~nit~'~~r his been on-site at the Dead office of the Kraus Group in Waterloo, Ontario

since the Filing [Date. The Kraus Group has continued to operate the distribution and sale

of flooring products to commercial and residential customers (the "TPS Business"} as a

going concern as stipulated by the Initial Order and the TPS Purchase Agreement.

22. Pursuant t'o the TPS Purchase Agreement, the Kraus Gaup is required to operate the TPS

Busi~~ess in the ordinary course of business and maintain the TPS Business "substantially

intact".

2;. The Monitor notes that the Kraus Group has been operating the T"PS Business in

accordance with tl~e requirements of t'he i"I'S Purchase Agreement.
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TPS 1'm~chase ffgreeme~~t

24. The Monitor set out inft~rmattion regarding its review and consideration of the TPS

Purchase Agreement in paragraphs 47 to 51 of the Pre-Filing Report and concluded that

there are no re~sonabte or likely alternatives that would offer a better return to the creditors

of the Kraus Group. The Monitor is supportive of the'CPS Purchase AgreemenC.

25. "fhe Monitor has reviewed the draft Approva) and Vesting Order (Purchase AgreemenT)

that the Applicants intend to seek at the Comeback Hearing ("Approval ant Vesting

Order") and note the following:

a) The Monitor is to certify the performance of fhe following:

The payment of the purchase price;

i i. The conditions to closing as set out in tl~ie TPS Purchase Agreement

have been satisfied or waived by the two parties; and,

iii. The transaction has been completed to the satisfaotion of the

Monitor.

b) The Monitor is to enter into an escrow agreement wrth certain of the Applicants

and the Purchaser (the "Escrow Agreement") pursuant to which the Monitor will

hold in escrow the holdback amount pursuant eo the TPS P~rcchase Agreement until

the conditions have been met pursuant to the Escrow Agreement and the funds are

released by the Monitor.



26. The Monitor agrees to the duties summarized in the Approval and Westing Order and agrees

to be the escrow went pursuant to the Escrow Agreement and to cen~ify of the performance

of the ec~nditions pursuant to the Approval and Vesting Order.

Dalton Real Esta[e

27. Kraus USA [nc. owns and operates a 162,000 square foot facility in Dalton, Georgia, that

provides warehousi~~g and logistics services for the Kraus Group (the "D~Iton Premises").

A purchase and sale agreement was made and entered into as of September I0, 2018

between Kraus USA, Inc. and the Purchaser for the sale of the Dalton Premises (the

"Dalto❑ Premises Purchase and Sale Agreement'). A copy of the Dalton Premises

Purchase and Sale A~rcement is attached ~s Exhibit "I3" to the Supplementary Emmott

Affidavit.

28. As described in fhe supplementary Emmott Affidavit in paragraphs 6 t'o 13, the Dalton

Premises ire an integral element of the "t'PS E3usiness that is being acquired by the

Purchaser. The purchase price for the Dalton Premises pursuant to the TPS Purchase

Agreement has been disclosed as part of the liquidation analysis performed by the Mtanitor

and was negotiated and has been included as part of the overall consideration of the TPS

6'urchase Agreement. The purchase price fc~r Che Dalto~~ Premises represents less than 10%

~f the purchase price contemplated by the TPS f urchase Agreement.

29. The Monitor notes that tl~e Iast valuation of the Dalton Premises was ubtnined ou April I5,

2014, after being carried out by Witliartt Yarbrough and AssociaCes ("the Dalton

AppraisaP'). The Dalton Appraisal indic<at'ed a value lower than the purchase price



ascribed to the Dalton Premises in the TPS Purchase Agreement'. The Monitor reviewed

the overall purchase price of the TPS Purchase Agreement as part of the. Liquidation

Analysis, and noted that TPS Purchase Agreement, in its entirety, offered a higher return

to the Kraus Group than a Forced liquidation scenario. As such, the Monitor supports the

overall transaction as contemplated in the TPS Purchase Agreement.

30. The Proposed Monitor understands from Management that the Applicants' secured lenders,

Wells Fargo and Red Ash, have been consulted and are in favour of the proposed sale of

the Dalton Premises, although the Proposed Monitor was nor a pally or privy Co Chese

disc~issions.

G. PRA-FILING CASH DISBURSEMENTS AND PROPOSED AMENDMENT TO

THE INITIAL ORDER

31. The Kraus Group is seeking an amendment to the Initial Order to provide for the payment

of up to $10.0 million of certain pre-filing trade liabilities relating to tt~e continuation of

the TPS F3usiness.

32. As noted in the Pre-Filing Report in paragraph 47, due to the unique nature ~f the TPS

Purchase Agreement, there are certain pre-filing trade liabilities that are forecast to be paid

in the normal course of operations during ['he CCAA in order to operate the TPS Business

ay a going concern in accordance with the TAS Purchase Agreement. The; Monitor has

obtained from Management ~n estimate of these amounts, which are forecast to total $9.1
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million over the first thirCeen weeks of the CCAA Proceedings. These specitic pre-filing

trade liabilities are principally freight and inventory payments related to the TPS Business

that are being specifically assumed as part of the TPS Purchase Agreement. The Monitor

understands from Management that the settlement of these pre-filing trade liabilities is

necessary as:

eJ The TPS Purchase Agreement is structured such that consideration is based on the

net working capital position of the TPS Business as of the closing date.

Accordingly, the settlement of the specific pre-filing 7'PS [3usiness trade liabilities

will not afTecf the overall consideration from the transaction, but will, insCead, result

i n these liabilities L~eing paid prior ro closing;

b} TI~e settlement ofthe pre-filing TPS Business trade Iiahilities as they come due will

greatly facilitate Che continuatie~n of the TPS Business in the ordinary course until

closing;

c} The going concern operation of the TPS Business is a key requirement of the TPS

Purchase Agrceme*nt and, according to Management, is not possible without the

payment of such pre-filing trade liabilities; and,

d) These pa~~menfs were provided for and included within Che Cash Flow Statement

included in the Pre-Filing Report and submitted fo fhe Court in the Applicants'

CCAA Prt~ceedings filing materials.
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33. The Monitor notes that if'the TPS Purchase Agreement is not closed, these pre-filing trade

liabilities will Dave been paid in preference to other unsecured creditors, but is ofthe view

that this is necessary in order to facilitate the closing of the "I'PS Purchase Agreement.

34. Management and the Monitor discussed the forecast paymenCs related Co pre-filing amounts

in the outstanding cheque listing as at the Filing Date, the disbursement schedule for the

~=eek of September 14, 2018, and the forec~~st payments for the period up to the close of

the TVS Purchase Agreement. These payments have been summarized below:

1YS i QEI' Transaction - A!P $ 427 ~ 2.239 $ 2.I71 $ 4,291 $ 9,129

TPS / QGP Transaction -Employees I 569 529 - 1,034

Broadloom Business -Other Pre-Filing 2 3 - 5

13roadlourn [3usiness - Emnloyecs 41 370 264 - 674

35. The Monitor has noted that additional pre-filing liabilities will be paid according to the

terms of the initial Order, which include payroll related costs associated with employees,

including those that are necessary to faeilitat~ the operations of the TPS Business and

liquidation of the Broadloom Business. There are also pre-filing Broadloom amounts

which haae been paid during the week ended September 14, 2018. These payments relate

to miscellaneous expenses less than $500 each and total approximately $5,000.

36. The Monitor reviewed confirmations from the Applicants' bank, which showed thae

outstanding cheques nt~f included in the chart above I~ad stop payment orders applied to
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then. 'T'he Monitor will report on actual receipts and disbursements as against the Cash

Flow Statement in a subsequent report.

H. WELLS FARGO BORROWING BASE

37. The Monitor obtained Management's Wells Fargo Borrowing Base Calculation ("WF

BBC") dated September 1 1, 2018 that was submitted to Wells Fargo on September 12,

38. '1"he Monitor reviewed the WF BBC and noCed that it cale~ilated borrowing base availability

of $5.7 million with collateral of approximately $51.8 million compared with borrowings

of $~6.1 iniltion. The Kraus Group were unsidc d~~irfinancial covenants with ~t~ells Fargo.

I. STATUS OF THE KRAliS GR011N'S BANKRUPTCY PROCEEDINGS IN THE

UNITED STATES

39. On September 1 I, 2018, Kraus Carpet Inc. (the "Foreign Representative") in its capacity

as tl~e authorized Foreign Representative ot~ Che Kraus Group in the CCAA Proceedings

fled the Motion of Foreign Representative for Entry of Provisional and Finul Orders

Granting Recognition of Foreign Mai~~ Proceeding and Certain Related Relief' (the

"Chapter 15 Motion"), attached as Appendix "B", in tl~e U~~it~ed States Bankruptcy Court

for the District of Delawnre (the "BankrupCcy CourY') seeking:



a) Entry of a provisional order recognizing the CCAA Proceedings as a foreign main

proceeding and granting a stay of execution againsT the Kraus Group's assets and

applying secCion 362 and 365(e} of the Bankruptcy Code on an interim basis under

section 1519 of the Bankruptcy Code; and

b} Entry• of a tina) order recognizing the CCAA Proceedings as a foreign main

proceeding and granting a stay of execution againsC the Kraus Group's asseCs and

applying section 362 and 365(e) of the Bankruptcy Code under sections 1520 and

1 521 of the Bankruptcy Code.

46. On September 12, 2018, the Bankruptcy CouR held a hearing and granted the Chapter 15

Motion on an interim basis and entered a Provisional Order Granting Recognition of

Foreign Main Proceeding anci Certain Related Relief, recognizing the CCAA Proceedings

as a foreign main proceeding and granting a stay of execution against the Kraus Group"s

ass~t~s and applying section 362 and 365(e) of the BankrupCcy Code.

41. fn addition, on September 11, 2018, the Foreign Representative in its capacity as the

authorized Foreign Representative of the Kraus Group in the CCAA Proceedings filed the

Motion of foreign Representative Pursuant to Sections 105(n), 363, 365, 1501, 1507, 1520,

and 1521 of the United States Bankruptcy Code, and Rules 2002, 6004, 6006, and 9014,

of the f ederal Rules of L3ankruptcy Procedure (the "Sale Motion") in the Bankruptcy Court

for entry of an order:

a) Recognizing and enforcing the approval and vesting order, if granted;
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b) Authorizing the sale of the Kraus Group's TPS Business free and clear of any and

all liens, claims, encumbrances and other interests; and

c) Granting retated relief.

42. A hearing date is scheduled for October 3, 2018 to consider the Sale Motion and entry of

a final order on the Chapter I S Motion, which will be summarized in a subsequent report

of the Monitor.

J. RECOMMENDATIONS

43. In the Monitor's opinion, Che Kraus Group is acting in good faith and with due diligence in

acc~rd~nce with the terms of the Initial Order in an effort to maximise tl~e return to its

crediCors. To date, progress has been made to institute programs to sell the finished goads

materials from the Broadloom Business and ensure the going concern value of tl~e TPS

Business in accordance with the Initial Order and the TPS Purchase A~reemenC.

44. The Kraus Group is seeking the Court's approval of:

a) The Approval and Vesting Order (Purchase Agreement) filed on September 18,

2018 which remains subject to execution of the Transitional Services agreement

and [he sale of the Dalton T'remises as part of the "t~l'S Purchase Agreement; and,



b) The amendment of the Initial Order to allow for payments of pre-tiling trade

creditors integral to the going concern operations of the TPS Business up to $10.0

million.

45. For the reasons outlined herein, the Monitor reeammends that the C<~urt grant the relief

sought by the Kraus Group.

All of which is respectfully submitted this 17°i day of September, 2018.

Deloitte Restructuring Inc.,
safely in its capacity as Court-appointed Monitor
of the Kraus Group and not in its personal capacity

Per:
Paul M. Casey, CPA,CA, FCIRP, L1T

Senior Vice-President
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September t2, 2018

To Whom It May Concern:

Deloitte Restructuring Inc.
Bay Adelaide East
8 Adelaide Street West, Suite 200
Toronto ON M5H OA9
Caneda

Tei~. 4i6-601-6150
Fax'. 416-60 b6690
www.deloitte.w

RE: Kraus Brands Inc., Kraus Canada Ltd., Kraus Carpet Inc., Kraus Properties Inc.,
Kraus USA Inc., and Strudex Inc. (collectively, the "Kraus Group" or the "Applicants"}

Take notice that, on September 1 1, 2018, the Kraus Group sought and obtained protecCion
pursuant to the Companies' G^editors ,4rr^angement ~4ed (the "CCAA") before the Ontario
Superior Court of Justice (Commercial List) (the "Court").

Deloitle Restructuring Inc. has been appointed as monitor in the A~plica~~ts' CCA~ proceedi~lgs

(the "Monitor") pursuant to tl~e 6~itial Order of the Court dated September 1 1, 201$ (the "Initial

Order").

Copies vt'the Initial Order and tl~e Applicants' application materials have been posted on the

Monitor's website at: http://www.insolvencies.detoitte.ca/en-ca/kr~us (the ̀ °Website").

The Initial C7rder provides, among other things, for a stay of proceedings until October 1 1, 2018

(the "Stay Period"} in respect of the Applicants. The Stay Period may be extended by tl~e Court

from time to time.

During the Stay Period, all parties are prohibited from commencing or continuing legal or

c nforcement actions against die Applicants and all rights and remedies of any party against or in

aspect of the Applicants or its assets are sCayed anrJ suspended except with the writte» consent

of t'he Applicant and the Monitor, or leave of tl~e Court.

Creditors are noC required to file a proof of claim at this time.

Persons requiring further information not available on the Website should email the Monitor at

kraus(a),c~eloitte.ca or coil the Monitor's dedicated phone line at 416-354-0883.

~eloitte Restructuring Inc.
In its caplcity as Court Appointed Monitor of the Kraus Group

8 Adelaide Street West, Suite 20Q
'I pronto, Ontario, MSH 6A9

Per

~ ~. ~r

Jordan Sleeth
Senior Vrce-President
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

-------------------------------------------------------X
In re: Chapter I S

Kraus Carpet Inc., et al.,' Case Aga I $-12057 (KG)

Debtors in a Foreign Proceeding. Jointly Administered

RE: D.I. 5
x

PROVISIONAL ORDER GRANTING RECOGNITION OF FOREIGN MAIN
PROCEEDING AND CERTAIN RELATED RELIEF

Upon the motion (the "Motion")2 0€Kraus Carpet Inc. (the "Foaeign Representative"), in

its capacity as the authorized foreign representative of the above captioned debtors (the

"Debtors") in a Canadian proceeding (the "CCAA Proceedine"} wader the Companies' Creditors

Arrangement Act, R.S.C. 1985, c. C-36 (as amended, the "CCAA") pending before the Ontario

Superior Court of Justice (the "Canadian Court"), pursuant to secCions 105(a) 362, 365(e}, 1517,

1519, 1520, and 1521 of title 1 I of the United States Code (the "Bankruptcy Code") for (a) entry

of a provisional order recognizing the CCAA Proceeding as a foreign main proceeding and

granting a stay of execution against the Debtors' assets and applying section 362 and 365(e) of

the Bankruptcy Code on an interim basis under section 1519 of the Bankruptcy Code and (ii) a

final order recognizing the CCAA Proceeding as a foreign main proceeding and granting related

The Debtors in these chapter 15 cases and the last four digits of each Debtor's U.S. tax
identification number or Canadian Business Number, as applicable, are as follows: Kraus
USA Inc. (USA) (1024); Strudex Inc. (0906); Kraus Carpet Inc. (8687); Kraus Properties
Ina (1102}; Kraus Canada Ltd. (1300}; and Kraus Brands Inc. (8885). The Debtors'
mailing address for purposes of these chapter IS cases is 65 Notthfield Drive West,
Waterloo, Ontario, Canada.

Z Capitalized terms used but not defined herein shall have the meanings ascribed to them in
the Motion.
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relief; and the Court having jurisdiction to consider the Motion and the relief requested therein in

accordance with sections I57 and 1334 of title 28 of the United States Code, sections 109 and

1501 of the Bankruptcy Code, and the Amended Standing Order of Reference from the United

States District Court for the District of Delaware, dated as of February 29, 2012; and

consideration of the Motion and the relief requested therein being a core proceeding pursuant to

section 157(b) of title 28 of the United States Code; aztd due and proper notice of the provisional

relief sought in the Motion having been provided under the circumstances; and it appearing that

na other or further notice need be provided; and a hearing having been held to consider the relief

requested in the Motion (the "Hearin "); and the appearances of alt interesCed parties having

been noted in the record of the Hearing; and upon the Declaration of Christopher Emmott itt

Support of (A) Mntiott of Foreign Representative for Entry of Provisional and Final Orders

Granting Recognition of Foreign Main Proceeding, and (B) Other First Day Relief (the "Emmott

Declazation"}, and the verified chapter IS petitions, filed contemporaneously with the Motion,

the record of the Hearing and all of the proceedings had before the Court; and the Court having

found and determined that the provisional relief sought in the Motion is in the best interests of

the Debtors, their creditors, and alt parties in interest and that the legal and factual bases set forth

in the Motion establish just cause for the relief granted herein; and after due deliberation thereon

and sufficient cause appearing therefor,

THIS COURT HEREBY FINDS AND DETERMINES THAT:

A. The findings and conclusions set forth herein constitute Chis Court's findings of

fact and conclusions of law pursuant to Bankruptcy Rule 7052 made applicable to this

proceeding pursuant to Bankruptcy Rule 9014. To the extent any of the following findings of fact
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constitute conclusions of law, they are adopted as such. To the extent any of the following

conclusions of law constitute findings of fact, they are adopted as such.

B. This Court has jurisdiction Yo consider this matter pursuant to sections 15'7 and

1334 of title 2$ of the United States Code and the Amended Standing Order of Reference from

the United States District Court for the District of Delaware, dated as of February 29, 2012.

C. This is a core proceeding pursuant to section 157(b}(2}(P) of title 28 of Ehe United

States Code.

D. Venue for this proceeding is proper before this Court pursuant to section 1410 of

tiTle 28 of the United States Code.

E. On September 11, 2018, these chapter 15 cases where commenced by the Foreign

Representative's filing of a verified voluntazy Chapter IS Petition for Recognition of u Foreign

Proceeding ("Verified Petition"} for each Debtor. Attached to the Verified Petition was an order

(the "CCAA Order"} of the Canadian Court in the CCAA Proceeding appointing the Foreign

RepresenCative and granting additional relief.

F. The Foreign Representative has demonstrated a substantial likelihood of success

on the merits Chat (a} the CCAA Proceeding is a "foreign main proceeding" as thaC term is

defined in section 1502(4) oP the Bankruptcy Code, (b) the Foreign Representative is a "foreign

representative" as that term is defined in section 101(24) of the Bankruptcy Code, (c) all

statutory elements for recognition of the CCAA Proceeding are satisfied in accordance with

section I S ] 7 of the BankrupCcy Code, (d} upon recognition of the CCAA Proceeding as a foreign

main proceeding, section 362 of the Bankruptcy Code will automatically apply in these Chapter

15 cases pursuant to section 1520(a)(1) of the Bankruptcy Code, and (e) that application of

section 365(e) on an interim basis to prevent contract counterparties from terminating their

3
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prepetition contracts with the Debtors is entirely consistent with the injunctive relief afforded by

the automatic stay under section 362.

G. The Foreign Representative has demonstrated that (a} the eammencement or

continuation of any proceeding or action in the United States against the Debtors and their

business and all of its assets should be stayed pursuant to sections 105(a), 1519, and 1521 of the

Bankruptcy Code, which protections, in each case, shall be coextensive with the provisions of

section 362 of the Bankruptcy Code, to permit the fair and efficient administration of the CCAA

Proceeding for the benefit of all stakeholders and (b) the relief requested in the Motion will

neither cause an undue hardship nor create any hardship to parties in interest that is not

outweighed by the benefits of the relief granted herein.

H. 'I~he Foreign Representative has demonstrated that without the protections of

section 365(e) of the Bankruptcy Code, there is a material risk that key contracts will not be

preserved and that counterparties to certain of the Debtors' agreements wi11 take the position that

the commencement of the CCAA Proceeding authorizes them to terminate such contracts or

acceleraCe obligations thereunder.

L The Foreign Representative has demonstrated that such termination or

acceleration of the Debtors' contracCs, if permitted and valid, would result in irreparable damage

to the value of the Debtors' assets in the United States, and cause substantial harm Yo the

Debtors' creditors and other parties in interest.

J. The Foreign Representative has demonstrated that no injury wilt resuk to any

party that is greater than the harm to the Debtors' assets and property in the absence of the relief

requested in the Motion.

L
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K. The interests of the public and public policy of United States will be served by

entry of this Order.

L. The Foreign Representative and the Debtors are entitled to the full protections and

rights available pursuant to section 1519(a}(1 }-(3} of the Bankruptcy Code.

NOW, THEREFORE, IT IS HEREBY ORDERED, ADNDGED AND DECREED THAT;

The Motion is granted as set forth herein.

2. The CCAA Order is hereby given full force and effect on an interim basis,

including, withouC limitation, the stay of proceedings Yo Che extenC set Forth in the CCAA Order,

and shall be given fiall force and effect in the United States until otherwise ordered by this Court.

3. While this Order is in effect, the Foreign RepresenCative and the Debtors are

entitled to the full protections and rights pursuant to section 1519(a)(1) of the BankrupCcy Code,

which protections shall be coextensive with the provisions of section 362 of the Bankruptcy

Code, and this Order shall operate as a stay of any execution against the Debtors' assets within

the territorial jurisdiction of the UniCed States.

4. While this Order's in effect, pursuant to sections 1519(a)(3) and 1521(a)(7} of the

Bankruptcy Code, sections 362 and 365(e) of the Ba~ikruptcy Code are hereby made applicable

in this case to the Debtors and their property within [he territorial jurisdiction of the United

States.

5. All entities (as that term is defined in section 101(15) of the Bankruptcy Code),

other than the Foreign Representative and its authorised representatives and agents, are hereby

enjoined from:

a) execution against any of the Debtors' assets;

5
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b} the commencement or continuation, including the issuance or employment
of process, of a judicial, administrative, arbitrai, or other action or
proceeding, or to recover a claim, including without limitation any and all
unpaid judgments, settlements, or otherwise against the Debtors in the
United States;

c) taking or continuing any act to create, perfect, or enforce a lien or other
security interest, seY-off, or other claim against the Debtors' or any of their
property;

d) transferring, relinquishing, or disposing of any property of the Debtors by
any entity (as that term is defined in section 101(1 S} of the Bankruptcy
Code} other than the Foreign Representative;

e} commencing or continuing an individual action or proceeding concerning
the Debtors' assets, rights, obligations, or liabilities; and

~ terminating contracts or otherwise accelerating obligations or exercising
remedies thereunder.

6. Pursuant to Rule 65(b) of the Federal Rules of Civil Procedure (the "Federal

Rules"), made applicable to these proceedings pursuant to Bankruptcy Rule 7065, no notice to

any person is required prior to entry and issuance of this Order. Pursuant to Bankruptcy Rule

7065, the provisions of Federal Rule 65(c} are hereby waived, to the extent applicable.

7. Notwithstanding any applicability of any Bankruptcy Rules, the terms and

conditions of this Order shall be immediately effective and enforceable upon its entry.

8. The Foreign Representative is authorized to take all actions necessary to

effectuate the relief granted pursuant to this Order in accordance with the Motion.

9. This Court shall retain exclusive jurisdiction to hear and determine all matters

arisictg from or related to the implementatioiz, interpretation, and/or enforcem nC of this Order.

Dated: i e ~ ~, 2018
Wilmin n, Delaware onorab Kevin Gross

United States Bankruptcy udge

D
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

------------------------------------------------------X
In re: Chapter I S

Kraus Carpet Inc., et al.,' Case No. 18-12057 (KG)

Debtors in a Foreign Proceeding. Jointly Administered

~~A~~

PROVISIONAL ORDER GRANTING RECOGNITION OF FOREIGN MAIN
PROCEEAING AND CERTAIN RELATED RELIEF

Upon the motion (Che "Motion")z of Kraus Carpet Inc. (the "Foreign Representative"), in

its capacity as the authorized foreign representative of the above captioned debtors (the

"Debtors") in a Canadian proceeding (the "CCAA Proceeding") under the Companies' Creditors

Arrangement Act, R.S.C. 1985, a G36 (as amended, the "CCAA") pending before the Ontario

Superior Court of Justice (the "Canadian Court"}, pursuant to sections 105(a} 3b2, 365(e), 1517,

1519, 1520, and 1521 of title 11 of the United States Code (the ̀ Banla~uptcv Code") for (a) entry

of a provisional order recognizing the CCAA Proceeding as a foreign main proceeding and

granting a stay of execuCion against the Debtors' assets and applying section 362 and 365(e) of

the Bankruptcy Code on an interim basis under section 1519 of the Bankruptcy Code and (ii) a

final order recognizing the CCAA Proceeding as a foreign main proceeding and granting related

` The Debtors in these chapter 15 cases and the last four digits of each Debtor's U.S. tax
identification number or Canadian Business Number, as applicable, are as follows: Kraus
USA Inc. (USA} (1024); Strudex Inc. (0906); Kraus Carpet fnc. (8687); Kraus Properties
Ina (1102); Kraus Canada Ltd. (1300); and Kraus Brands Ina (8$85). The Debtors'
mailing address for purposes of these chapter 15 cases is 65 ;Northfield Drive West,
Waterloo, Ontario, Canada.

z Capitali~xd terms used but not defined herein shall have the meanings ascribed to them in
the Motion.
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relief; and the Court having jurisdiction to consider the Motion and the relief requested therein in

accordance with sections 1 S7 and 1334 of Title 28 of the United States Code, sections 109 and

1501 of the $ankrupfcy Code, and the Amended Standing Order of Reference from the United

States District Court for the District of Delaware, dated as of February 29, 2012; and

consideration of the Motion and the relief requested therein being a core proceeding pursuant Co

section 157(b) of title 28 of the United States Code; and due and proper notice of the provisional

relief sought in the Motion having been provided under the circumstances; and it appearing that

no other or further notice need be provided; and a hearing having been held to consider the relief

requested in the Motion (the "Hearing"}; and the appearances of all interested parties having

been noted in the record of the Hearing; and upon the Decdaratron of Christopher Emmott in

Support of (A) Motiott of Foreign Representative for Entry of Provisional and Final Orders

Granting Recognition of Foreign Main Proceeding, and (B) Other Ftrs~ Day Relief (the "Emmott

Declaration"), and the verified chapter I S petitions, filed contemporaneously with the Motion,

the record of the Hearing and all of the proceedings had before the Court; and the Court having

found and determined that the provisional relief sought in the Motion is in the best interests of

the Debtors, their creditors, and all parties in interest and that the legal and factual bases set forth

in the Motion establish }ust cause for the relief granted herein; and after due deliberation Chereon

and sufficient cause appearing therefor,

THIS COURT FIEREBY FINDS AND DETERMINES THAT:

A. The findings and conclusions set forth herein constitute Chis Court's findings of

fact and conclusions of law pursuant to Bankruptcy Rule 7052 made applicable to this

proceeding pursuant to Bankruptcy Rule 9014. To the extent any of the following findings of fact

2
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constitute conclusions of law, they are adopted as such. To the extent any of the following

conclusions of law constitute findings of fact, they are adopted as such.

B. This Court has jurisdiction to consider this matter pursuant to sections 157 and

1334 of tiCle 28 of the United States Code and the Amended Standing Order of Reference from

the United States District Court for the District of Delaware, dated as of February 29, 2012.

C. This is a core proceeding pursuant Co section 157(b)(2}(PJ of title 28 of the United

States Code.

D. Venue for this proceeding is proper before this Court pursuant to section 1410 of

title 28 of the United States Code.

E. On September 11, 2018, these chapter IS cases where commenced by the Foreign

Representative's filing of a verified voluntazy Chapter IS Petition for Recognition of u Foreign

Proceeding (`Verified Petition") for each Debtor. Attached to the Verified Petition was an order

(the "CCAA Order"} of the Canadian Court in the CCAA Proceeding appointing the Foreign

Representative and granting additional relief.

F. The Foreign Representative has demonstrated a substantial likelihood of success

on the merits that (a} the CCAA Proceeding is a "foreign main proceeding" as that term is

defined in section 1502(4) of the Bankruptcy Code, (b) Che Foreign Representative is a "foreign

representative" as that term is defined in section 101(24) of the Bankruptcy Code, (c) all

statutory elements for recognition of the CCAA Proceeding are satisfied in accordance with

section 1517 of the Bankruptcy Code, (d) upon recognition of the CCAA Proceeding as a foreign

main proceeding, section 362 of the Bankruptcy Code will automatically apply in these Chapter

15 cases pursuant to section 1520(a)(1) of Che Bankruptcy Code, and (e) Chat application of

section 365(e) on an interim basis to prevent contract counCerparties from terminaCing their

3
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prepetition contracts with the Debtors is entirely consistent with the injunctive relief afforded by

the automatic stay under section 362.

G. The Foreign Representative has demonstrated that (a) the commencement or

continuation of any proceeding or action in the United States against the Debtors and their

business and all of its assets should be stayed pursuant to sections 105(a), 1519, and 1521 of the

Bankruptcy Code, which protections, in each case, shall be coextensive with the provisions of

section 362 of the Bankruptcy Code, to permit the fair and efficient administration of the CCAA

Proceeding for the benefit of all stakeholders and (b) the relief requested in the Motion will

neither cause an undue hardship nor create any hardship to parties in interest that is not

outweighed by the benefits of the relief granted herein.

H. 'the Foreign Representative has demonstrated that without the protecCions of

section 365(e) of the Bankruptcy Code, there is a material risk that key contracts will not be

preserved and that counterparties to certain of Che Debtors' agreements will Cake the position that

the commencement of the CCAA Proceeding authorizes them to terminate such contracts or

accelerate obligations thereunder.

I. The Foreign Representative has demonstrated Chat such termination or

acceleration of the Debtors' contracts, if permitted and valid, would result in irreparable damage

to the value of the Debtors' assets in tha United States, and cause substantial harm to the

Debtors' creditors and other parties in interest.

J. The Foreign Representative has demonstrated that no injury will result to any

party that is greater than the harm To the Debtors' assets and property in the absence of the relief

requested in the Motion.

4
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K. The interests of the public and public policy of United States will be served by

entry of this Order.

L. The Foreign Representative and the Debtors are entitled to the full protections and

rights available pursuant to section ISl9(a}(1)-(3) of the Bankruptcy Code.

NOW, THEEtEFOKE, IT IS HEREBY ORDERED, ADNDGED AND DECREED THAT:

The Motion is granted as set forth herein.

2. The CCAA Order is hereby given full force and effect on an interim basis,

including, without limitation, the stay of proceedings to the extent set forth in the CCAA Order,

and shall be given full force and effect in the United States until otherwise ordered by this Court.

3. While this Order is in effect, the Foreign Representative and the Debtors are

entitled to the full protections and rights pursuant to section 1519(a)(1) of the Bankruptcy Code,

which protections shall be coextensive with the provisions of section 362 of the Bankniptcy

Code, and this Order shall operate as a stay of any execution against the Debtors' assets within

the territorial jurisdiction of the United States.

4. While Yhis Order is in effect, pursuant Yo sections 1519(a)(3) and 1521(a)(7) of the

Barilcruptcy Code, sections 362 and 365(e) of the Bankruptcy Code are hereby made applicable

in this case to the Debtors and their property within the territorial jurisdiction of the United

States.

5. All entities (as that term is defined in section 101(15) of the Bankruptcy Code),

other than the Foreign Representative and its authorized representatives and agents, are hereby

enjoined from:

a) execution against any of the Bebwrs' assets;

E
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b} the commencement or continuation, including the issuance or employment
of process, of a judicial, administrative, arbitral, or other action or
proceeding, or to recover a claim, including without limitation any and all
unpaid judgments, settlements, or otherwise against the Debtors in the
United States;

c) taking or continuing any act to create, perfect, or enforce a lien or other
security interest, set-off, or other claim against the Debtors' or any of their
property;

d) transferring, relinquishing, or disposing of any property of the Debtors by
any entity (as that term is defined in section 101(15) of the Bankruptcy
Code) other Chan the Foreign Representative;

e} commencing or continuing an individual action or proceeding concerning
the Debtors' assets, rights, obligations, or liabilities; and

Y} terminating contracts or otherwise accelerating obligations or exercising
remedies thereunder.

6. Pursuant to Rule 65(b) of the Federal Rules of Civil Procedure (the "Federal

Rules"), made applicable to these proceedings pursuant to Bankruptcy Rule 7065, no notice to

any person is required prior to entry and issuance of this Order. Pursuant to Bankruptcy Rule

7065, the provisions of Federa] Rule 65(c) are hereby waived, to the extent applicable.

7. Notwithstanding any applicability of any Bankruptcy Rules, the terms and

conditions of this Order shalt be immediately effective and enforceable upon its entry.

8. The Foreign Representative is authorized to take all actions necessary to

effectuate the relief granted pursuant Co this Order in accordance with the Motion.

9. This Court shall retain exclusive jurisdiction to hear and determine all matters

arising from or related to the implementation, interpretation, and/or enforcem nt of this Order.

Dated: I r ' ~> 2018
Wilming n, Delaware onorab Kevin Gross

United States Bankruptcy udge
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Court File No. CV-18-644759-OOCL
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SUPERIOR COURT OF JUSTICE

COMMERCIAL LIST

THE HONOURABLE MR. } TUESDAY, THE 11TH

DAY OF SEPTEMBER, 2018
JUSTICE PENNY ~ as amended and restated on

TUESDAY, THE 18TH

DAY OF SEPTEMBER. 2018

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
KRAUS BRANDS INC., KRAUS CANADA LTD., KRAUS CARPET INC.,
KRAUS PROPERTIES INC., KRAUS USA INC., and STRUDEX INC.

Applicants

AMENDED AND RESTATED INITIAL ORDER

THIS APPLICATION, made by the Applicants, pursuant to the Companies'

Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended ("CCAA"} was heard this

day at 334 University Avenue, Toronto, Ontario.

ON READING the affidavit of Christopher Emmott sworn September 10, 2018,

and the exhibits thereto ("Initial Affidavit"), and the pre-filing report of the proposed

monitor, Deloitte Restructuring Inc. ("Monitor"}, dated September 10, 2018 ("Pre-Filing

Report"}, and on hearing the submissions of counsel for the Applicants and the

partnerships listed in Schedule "A" hereto ("Partnerships"} and counsel for the Monitor,

and counsel for Wells Fargo Capital Finance Corporation Canada ("Wells Fargo") such

other counsel as were present and wished to be heard, no one appearing for any other



party although duly served as appears from the affidavits of service, filed, and on

reading the consent of Deloitte Restructuring Inc. to act as the Monitor,

SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Application and

the Application Record is hereby abridged and validated so that this Application is

properly returnable today and hereby dispenses with further service thereof.

APPLICATION

2. THlS COURT ORDERS AND DECLARES that the Applicants are companies to

which the CCAA applies. Although not Applicants, the Partnerships (together with the

Applicants, the "Kraus Group") shall enjoy the benefits of the protections and

authorizations provided by this Order.

PLAN OF ARRANGEMENT

3. THIS COURT ORDERS that the Applicants shall have the authority to file and

may, subject to further order of this Court, file with this Court a plan of compromise or

arrangement (hereinafter referred to as the "Plan").

POSSESSION OF PROPERTY AND OPERATIONS

4. THIS COURT ORDERS that the Kraus Group shall remain in possession and

control of its current and future assets, undertakings and properties of every nature and

kind whatsoever, and wherever situate including alI proceeds thereof ("Property").

Subject to further Order of this Court, the Kraus Group shall continue to carry on

business in a manner consistent with the preservation of its business ("Business") and

Property. The Kraus Group is 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 it, with

liberty to retain such further Assistants as it deems reasonably necessary or desirable in

the ordinary course of business or for the carrying out of the terms of this Order.
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5. THIS COURT ORDERS that the Kraus Group shall be entitled to continue to

utilize the cash management system currently in place as described in the Initial

Affidavit or replace it with another substantially similar cash management system (the

"Cash Management System") and that any present or future bank providing the Cash

Management System shall not be under any obligation whatsoever to inquire into the

propriety, validity or legality of any transfer, payment, collection or other action taken

under the Cash Management System, or as to the use or application by the Kraus

Group of funds transferred, paid, collected or otherwise dealt with in the Cash

Management System, shall be entitled to provide the Cash Management System

without any liability in respect thereof to any Person (as hereinafter defined) other than

the Kraus Group, pursuant to the terms of the documentation applicable to the Cash

Management System, and shall be, in its capacity as provider of the Cash Management

System, an unaffected creditor under the Pian with regard to any claims or expenses it

may suffer or incur in connection with the provision of the Cash Management System.

6. THIS COURT ORDERS that the Kraus Group shall be entitled but not required to

pay the following expenses whether incurred prior to, on or after the date of this Order:

(a) all outstanding and future wages, salaries, employee and pension benefits,

vacation pay and expenses payable on or after the date of this Order, in each

case incurred in the ordinary course of business and consistent with existing

compensation policies and arrangements;

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

Kraus Group in respect of these proceedings, at their standard rates and

charges; and

(c) amounts owing to vendors determined by the Kraus Group to be necessary in

order to ensure an uninterrupted supply of goods and/or services to the Kraus

Group that are materiel to the continued operation of the Business, provided

that such payments shall not exceed in an aggregate amount of $10 million

and are approved in advance by the Monitor.jmn
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7. THIS COURT ORDERS that, except as otherwise provided to the contrary

herein, the Kraus Group shall be entitled but not required to pay all reasonable

expenses incurred by the Kraus Group in carrying on the Business in the ordinary

course on or after the date of this Order, and in carrying out the provisions of this Order,

and any other Order of this Court, which expenses shall include, without limitation:

(a) all expenses and capital expenditures reasonably necessary for the

preservation of the Property or the Business including, without limitation,

payments on account of insurance (including directors and officers

insurance), maintenance and security services; and

(b) payment for goods or services actually supplied to the Kraus Group on or

after the date of this Order.

8. THIS COURT ORDERS that the Kraus Group shall remit, in accordance with

legal requirements, or pay:

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

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

to be deducted from employees' wages, including, without limitation., amounts

in respect of (i) employment insurance, (ii) Canada Pension Plan, (iii) Quebec

Pension Plan, and (iv) income taxes;

(b} aIi goods and services or other applicable sales taxes (collectively, "Sales

Taxes") required to be remitted by the Kraus Group in connection with the

sale of goods and services by the Kraus Group, 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 Grown in right of Canada or of any Province

thereof or any political subdivision thereof or any other taxation authority in

respect of municipal realty, municipal business or other taxes, assessments

or levies of any nature or kind which are entitled at law to be paid in priority to
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claims of secured creditors and which are attributable to or in respect of the

carrying on of the Business by the Kraus Group

9. THIS COURT ORDERS that until a real property lease is disclaimed or resiliated

in accordance with the CCAA, the Kraus Group shall pay all amounts constituting rent

or payable as rent under real property leases (including, for greater certainty, common

area maintenance charges, utilities and realty taxes and any other amounts payable to

the landlord under the lease) or as otherwise may be negotiated between the Kraus

Group and the landlord from time to time ("RenY'), for the period commencing from and

including the date of this Order, twice-monthly in equal payments on the first and

fifteenth day of each month, in advance (but not in arrears). On the date of the first of

such payments, any Rent relating to the period commencing from and including the date

of this Order shall also be paid.

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

Group is hereby directed, until further Order of this Court: (a) to make no payments of

principal, interest thereon or otherwise on account of amounts owing by the Kraus

Group to any of its creditors as of this date; (b} to grant no security interests, trust, liens,

charges or encumbrances upon or in respect of any of its Property; and (c} to not grant

credit or incur liabilities, except in the ordinary course of the Business or pursuant to this

Order or any other Order of this Court.

RESTRUCTURING

1 1. THIS COURT ORDERS that the Kraus Group shall, subject to such requirements

as are imposed by the CCAA, have the right to:

(a) permanently or temporarily cease, downsize or shut down any of its Business

or operations, and to dispose of redundant or non-material assets not

exceeding $250,000 in any one transaction or $1 million in the aggregate in

any series of related transactions;

(b) terminate the employment of such of its employees or temporarily lay off such

of its employees as it deems appropriate; and



(c) pursue all avenues of restructuring of its Business or Property, in whole or

part, subject to prior approval of this Court being obtained before any material

refinancing,

ali of the foregoing to permit the Kraus Group to proceed with an orderly restructuring of

the Business (the "Restructuring"}.

12. THIS COURT ORDERS that the Kraus Group shall provide each of the relevant

landlords with notice of the Kraus Group's intention to remove any fixtures from any

leased premises at least seven (7) days prior to the date of the intended removal. The

relevant landlord shall be entitled to have a representative present in the leased

premises to observe such removal and, if the landlord disputes the Kraus Group's

entitlement to remove any such fixture under the provisions of the lease, such fixture

shall remain on the premises and shall be dealt with as agreed between any applicable

secured creditors, such landlord and the Kraus Group, or by further Order of this Court

upon application by the Kraus Group on at least two (2) days notice to such landlord

and any such secured creditors. If the Kraus Group disclaims or resiliates the lease

governing such leased premises in accordance with Section 32 of the CCAA, it shall not

be required to pay Rent under such lease pending resolution of any such dispute (other

than Rent payable for the notice period provided for in Section 32(5} of the CCAA), and

the disclaimer or resiliation of the lease shall be without prejudice to the Kraus Group's

claim to the fixtures in dispute.

13. THIS COURT ORDERS that if a notice of disclaimer or resiliation is delivered

pursuant to Section 32 of the CCAfI, then (a) during the notice period prior to the

effective time of the disclaimer or resiliation, the landlord may show the affected leased

premises to prospective tenants during normal business hours, on giving the Kraus

Group and the Monitor 24 hours' prior written notice, and (b) at the effective time of the

disclaimer or resiliation, 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 Kraus Group in respect of such lease or leased

premises, provided that nothing herein shall relieve such landlord of its obligation to

mitigate any damages claimed in connection therewith.
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NO PROCEEDINGS AGAINST THE KRAUS GROUP OR THE PROPERTY

14. THIS COURT ORDERS that until and including October 11, 2018, or such later

date as this Court may order ("Stay Period"), no proceeding or enforcement process in

any court or tribunal (each, a "Proceeding") shall be commenced or continued against

or in respect of the Kraus Group or the Monitor, or affecting the Business or the

Property, except with the written consent of the Kraus Group and the Monitor, or with

leave of this Court, and any and ail Proceedings currently under way against or in

respect of the Kraus Group or affecting the Business or the Property are hereby stayed

and suspended pending further Order of this Court.

NO EXERCISE OF RIGHTS OR REMEDIES

15. THIS COURT ORDERS that during the Stay Period, ali rights and remedies of

any individual, firm, corporation, governmental body or agency, or any other entities (all

of the foregoing, collectively being "Persons" and each being a "Person") against or in

respect of the Kraus Group or the Monitor, or affecting the Business or the Property, are

hereby stayed and suspended except with the written consent of the Kraus Group and

the Monitor, or leave of this Court, provided that nothing in this Order shall (i) empower

the Kraus Group to carry on any business which the Kraus Group is not lawfully entitled

to carry on, (ii) affect such investigations, actions, suits or proceedings by a regulatory

body as are permitted by Section 11.1 of the CCAA, (iii) prevent the filing of any

registration to preserve or perfect a security interest, or (iv) prevent the registration of a

claim for lien.

NO INTERFERENCE WITH RIGHTS

16. 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 Kraus

Group, except with the written consent of the Kraus Group and the Monitor, or leave of

this Court.
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CONTINUATION OF SERVICES

17. THIS COURT ORDERS that during the Stay Period, alI Persons having oral or

written agreements with the Kraus Group or statutory or regulatory mandates for the

supply of goods and/or services, including without limitation aII computer software,

communication and other data services, centralized banking services, payroll services,

insurance, transportation services, utility or other services to the Business or the Kraus

Group, are hereby restrained until further Order of this Court from discontinuing,

altering, interfering with or terminating the supply of such goods or services as may be

required by the Kraus Group, and that the Kraus Group shall be entitled to the

continued use of its current premises, telephone numbers, facsimile numbers, Internet

addresses and domain names, provided in each case that the normal prices or charges

for all such goods or services received after the date of this Order are paid by the Kraus

Group in accordance with normal payment practices of the Kraus Group or such other

practices as may be agreed upon by the supplier or service provider and each of the

Kraus Group and the Monitor, or as may be ordered by this Court.

NON-DEROGATION OF RIGHTS

18. THIS COURT ORDERS that, notwithstanding anything else in this Order, no

Person shall be prohibited from requiring immediate payment for goods, services, use of

lease or licensed property or other valuable consideration provided on or after the date

of this Order, nor shall any Person be under any obligation on or after the date of this

Order to advance or re-advance any monies or otherwise extend any credit to the Kraus

Group. Nothing in this Order shall derogate from the rights conferred and obligations

imposed by the CCAA.

PROCEEDINGS AGAINST DIRECTORS AND OFFICERS

19. THIS COURT ORDERS that during the Stay Period, and except as permitted by

subsection 11.03(2) of the CCAA, no Proceeding may be commenced or continued

against any of the former, current or future directors or officers of the Kraus Group with

respect to any claim against the directors or officers that arose before the date hereof

and that relates to any obligations of the Kraus Group whereby the directors or officers



are alleged under any law to be liable in their capacity as directors or officers for the

payment or performance of such obligations, untik a compromise or arrangement in

respect of the Kraus Group, if one is filed, is sanctioned by this Court or is refused by

the creditors of the Kraus Group or this Court.

DIRECTORS' AND OFFICERS' INDEMNIFICATION AND CHARGE

20. THIS COURT ORDERS that the Kraus Group shall indemnify its directors and

officers against obligations and liabilities that they may incur as directors or officers of

the Kraus Group after the commencement of the within proceedings, except to the

extent that, with respect to any officer or director, the obligation or liability was incurred

as a result of the director's or officer's gross negligence or wilful misconduct.

21. THIS COURT ORDERS that the directors and officers of the Kraus Group shall

be entitled to the benefit of and are hereby granted a charge ("Directors' Charge") on

the Property, which charge shall not exceed an aggregate amount of $1 million, as

security for the indemnity provided in paragraph 20 of this Order. The Directors' Charge

shall have the priority set out in paragraphs 32 and 34 herein.

22. 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 Kraus Group's 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 insu{ficient to pay amounts indemnified in accordance with

paragraph 20 of this Order.

APPOINTMENT OF MONITOR

23. THIS COURT ORDERS that Deloitte Restructuring Inc. is hereby appointed

pursuant to the CCAA as the Monitor, an officer of this Court, to monitor the business

and financial affairs of the Kraus Group with the powers and obligations set out in the

CCAA or set forth herein and that the Kraus Group and its shareholders, officers,

directors, and Assistants shall advise the Monitor of ail material steps taken by the

Kraus Group pursuant to this Order, and shall co-operate fully with the Monitor in the
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exercise of its powers and discharge of its obligations and provide the Monitor with the

assistance that is necessary to enable the Monitor to adequately carry out the Monitor's

functions.

24. THIS COURT ORDERS that the Monitor, in addition to its prescribed rights and

obligations under the CCAA, is hereby directed and empowered to:

(a) monitor the Kraus Group's receipts and disbursements;

(b) report to this Court at such times and intervals as the Monitor may deem

appropriate with respect to matters relating to the Property, the Business, and

such other matters as may be relevant to the proceedings herein;

(c) assist the Kraus Group, to the extent required by the Kraus Group, in its

dissemination to WeIIs Fargo of financial and other information as required by

the Forbearance Agreement (as defined in the Initial Affidavit);

(d} advise the Kraus Group in its development of the Plan and any amendments

to the Pian;

(e) assist the Kraus Group, to the extent required by the Kraus Group, with the

holding and administering of creditors' or shareholders' meetings for voting an

the Pian;

(fl have full and complete access to the Property, including the premises, books,

records, data, including data in electronic form, and other financial documents

of the Kraus Group, to the extent that is necessary to adequately assess the

Kraus Group's business and financial affairs or to perform its duties arising

under this Order;

(g) 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; and

(h) perform such other duties as are required by this Order or by this Court from

time to time.
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25. 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, be

deemed to have taken or maintained possession or control of the Business or Property,

or any part thereof.

26. THIS COURT ORDERS that nothing herein contained shall require the Monitor to

occupy or to take control, care, charge, possession or management (separately and/or

collectively, "Possession") of any of the Property that might be environmentally

contaminated, might be a pollutant or a contaminant, or might cause or contribute to a

spill, discharge, release or deposit of a substance contrary to any federal, provincial or

other law respecting the protection, conservation, enhancement, remediation or

rehabilitation of the environment or relating to the disposal of waste or other

contamination including, without limitation, the Canadian Environmental Protection Act,

the Ontario Environmental Protection Act, the Ontario Water Resources Act, or the

Ontario Occupational Health and Safety Act and regulations thereunder (the

"Environmental legislation"), provided however that nothing herein shall exempt the

Monitor from any duty to report or make disclosure imposed by applicable

Environmental Legislation. The Monitor shall not, as a result of this Order or anything

done in pursuance of the Monitor's duties and powers under this Order, be deemed to

be in Possession of any of the Property within the meaning of any Environmental

Legislation, unless it is actually in possession.

27. THIS COURT ORDERS that that the Monitor shall provide any creditor of the

Kraus Group with information provided by the Kraus Group in response to reasonable

requests for information made in writing by such creditor addressed to the Monitor. The

Monitor shall not have any responsibility or liability with respect to the information

disseminated by it pursuant to this paragraph. In the case of information that the

Monitor has been advised by the Kraus Group is confidential, the Monitor shall not

provide such information to creditors unless otherwise directed by this Court or on such

terms as the Monitor and the Kraus Group may agree.
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28. THIS COURT ORDERS that, in addition to the rights and protections afforded the

Monitor under the CCAA or as an officer of this Court, the Monitor shall incur no liability

or obligation as a result of its appointment or the carrying out of the provisions of this

Order, save and except for any gross negligence or wilful misconduct on its part.

Nothing in this Order shall derogate from the protections afforded the Monitor by the

CCAA or any applicable legislation.

29. THIS COURT ORDERS that the Monitor, counsel to the Monitor and counsel to

the Kraus Group shall be paid their reasonable fees and disbursements, in each case at

their standard rates and charges, by the Kraus Group as part of the costs of these

proceedings. The Kraus Group is hereby authorized and directed to pay the accounts

of the Monitor, counsel for the Monitor and counsel for the Applicant on a monthly basis

and, in addition, the Kraus Group is hereby authorized to pay to the Monitor, counsel to

the Monitor, and counsel to the Kraus Group, retainers in the aggregate amount of

$100,000 to be held by them as security for payment of their respective fees and

disbursements outstanding from time to time.

30. TNIS COURT ORDERS that the Monitor and its fegaf 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 Commercial List of the Ontario

Superior Court of Justice.

31. THIS COURT ORDERS that the Monitor, counsel to the Monitor, if any, and the

Kraus Group's counsel shall be entitled to the benefit of and are hereby granted a

charge (the "Administration Charge") on the Property, which charge shall not exceed

an aggregate amount of $1 million, as security for their professional fees and

disbursements incurred at the standard rates and charges 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 32 and 34

hereof.
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VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

32. THIS COURT ORDERS that the priorities of the Directors' Charge and the

Administration Charge (collectively the "Charges"), as among them, shall be as follows:

First —Administration Charge (to the maximum amount of $1 million); and

Second —Directors' Charge (to the maximum amount of $1 million).

33. THIS COURT ORdERS that the filing, registration or perfection of the Charges

shall not be required, and that the Charges shall be valid and enforceable for ail

purposes, including as against any right, title or interest filed, registered, recorded or

perfected subsequent to the Charges coming into existence, notwithstanding any such

failure to file, register, record or perfect.

34. TNIS COURT ORDERS that each of the Charges shall constitute a charge on

the Property and such Charges shall rank in priority to all other security interests, trusts,

liens, charges, encumbrances, and claims of secured creditors, statutory or othen~vise

{collectively, "Encumbrances") in favour of any Person.

35. THIS COURT ORDERS that except as otherwise expressly provided for herein,

or as may be approved by this Court, the Kraus Group shall not grant any

Encumbrances over any Property that rank in priority to, or pari passu with, any of the

Charges unless the Kraus Graup also obtains the prior written consent of the Monitor,

and any other Persons entitled to the benefit of the Charges ("Chargees"), or further

Order of this Court.

36. THIS COURT ORDERS that the Charges shall not be rendered invalid or

unenforceable and the rights and remedies of the Chargees thereunder 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 applications) for bankruptcy

orders} issued pursuant to 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; (d) the provisions of any federal or provincial statutes; or (e) any

negative covenants, prohibitions or other similar provisions with respect to borrowings,
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incurring debt or the creation of Encumbrances, contained in any existing loan

documents, lease, sublease, offer to lease ar other agreement (coilectiveiy, an

"agreement') which binds the Applicant, and notwithstanding any provision to the

contrary in any Agreement:

(a) the creation of the Charges shall create or be deemed to constitute a breach

by the Kraus Group of any Agreement to which it is a party;

(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; and

(c) the payments made by the Applicant pursuant to this Order and the granting

of the Charges do not and will not constitute preferences, fraudulent

conveyances, transfers at undervalue, oppressive conduct, or other

challengeable or voidable transactions under any applicable law.

37. THIS COURT ORDERS that any Charge created by this Order over leases of

real property in Canada shall only be a Charge in the Kraus Group's interest in such real

property leases.

SERVICE AND NOTICE

38. THIS COURT ORDERS that the Monitor shall (a) without delay, publish in the

Globe and Mail a notice containing the information prescribed under the CCAA, (b)

within five days after the date of this Order, (i) make this Order publicly available in the

manner prescribed under the CCAA, (ii) send, in the prescribed manner, a notice to

every known creditor who has a claim against the Kraus Group of more than $1,000,

and (iii) prepare a list showing the names and addresses of those creditors and the

estimated amounts of those claims, and make it publicly available in the prescribed

manner, all in accordance with Section 23(1)(a} of the CCAA and the regulations made

thereunder.

39. THIS COURT ORDERS that the E-Service Protocol of the Commercial List

("Protocol") is approved and adopted by reference herein and, in this proceeding, the
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service of documents made in accordance with the Protocol (which can be found on the

Commercial List website at http://www.ontariocourts.ca/scj/practice/practice-

directions/toronto/e-service-protocol/) shall be valid and effective service. Subject to

Rule 17.05 this Order shall constitute an order for substituted service pursuant to Rule

16.04 of the Rules of Civil Procedure. Subject to Rule 3.01(d) of the Rules of Civil

Procedure and paragraph 21 of the Protocol, service of documents in accordance with

the Protocol will be effective on transmission. This Court further orders that a Case

Website shall be established in accordance with the Protocol with the following URA

www.insolvencies.deloitte.ca/en-ca/Kraus ("Website").

40. THIS COURT ORDERS that the Monitor shall create, maintain and update as

necessary a list of aIi Persons appearing in person or by counsel in this proceeding

("Service List"). The Monitor shall post the Service List, as may be updated from time

to time, on the Website, provided that the Monitor shall have no liability in respect of the

accuracy or timeliness of making any changes to the Service List.

41. THIS COURT ORDERS that if the service or distribution of documents in

accordance with the Protocol is not practicable, the Kraus Group and the Monitor are at

liberty to serve or distribute 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 facsimile transmission to the Kraus

Group's creditors or other interested parties at their respective addresses as last shown

on the records of the Kraus Group and that any such service or distribution by courier,

personal delivery or facsimile 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.

42. THIS COURT ORDERS that the Kraus Group and the Monitor and their counsel

are at liberty to serve or distribute this Order, any other materials and orders as may be

reasonably required in these proceedings, including any notices, or other

correspondence, by fonr~arding true copies thereof by electronic message to the Kraus

Group's creditors or other interested parties and their advisors. For greater certainty,

any such distribution or service shall be deemed to be in satisfaction of a legal or
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judicial obligation, and notice requirements within the meaning of clause 3(c) of the

Electronic Commerce Protection Regulations, Reg. 81000-2-175 (SOR/DORS).

43. THIS COURT ORDERS that the Kraus Group or the Monitor may from time to

time apply to this Court for advice and directions regarding the discharge of their

respective powers and duties hereunder or the interpretation of this Order.

44. THfS 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

bankruptcy of the Kraus Group, the Business or the Property.

45. THIS COURT HEREBY REQUESTS the aid and recognition of any court,

tribunal, regulatory or administrative body having jurisdiction in Canada or in the United

States, to give effect to this Order and to assist the Kraus Group, the Monitor and their

respective agents in carrying out the terms of this Order. All courts, tribunals, regulatory

and administrative bodies are hereby respectfully requested to make such orders and to

provide such assistance to the Kraus Group and to the Monitor, as an officer of this

Court, as may be necessary ar desirable to give effect to this Order, to grant

representative status to Kraus Carpet Inc. in any foreign proceeding, or to assist the

Kraus Group and the Monitor and their respective agents in carrying out the terms of

this Order.

46. THIS COURT ORDERS that each of the Kraus Group 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, and that Kraus Carpet Inc. is

authorized and empowered to act as a representative in respect of the within

proceedings for the purpose of having these proceedings recognized in a jurisdiction

outside Canada.

47. THIS COURT ORDERS that any interested party (including the Kraus Group and

the Monitor) may apply to this Court to vary or amend this Order on not less than seven
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(7) days notice to any other party or parties likely to be affected by the order sought or

upon such other notice, if any, as this Court may order

48. THIS COURT ORDERS that Confidential Exhibit "A" to the initial Affidavit and

Appendix "D" to the Pre-Filing Report, as weii as Exhibits C and E to the Affidavit of

Susan Mingie, sworn September 10, 2018, attached as Appendix "C" to the Pre-Filing

Report, be sealed, kept confidential and not form part of the public record, but rather

shall be placed separate and apart from all other contents of the Court file, in a sealed

envelope attached to a notice that sets out the title of these proceedings and a

statement that the contents are subject to a sealing order and shall only be opened

upon further Order of this Court.

49. THIS COURT ORDERS that this Order and all of its provisions are effective as of

12:01 a.m. Eastern Standard/Daylight Time on the date of this Order.



Schedule "Q" —Partnerships

Kraus Brands LP

Kraus Canada LP

Kraus Carpet LP

Kraus Properties LP

Strudex LP
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Court File No. CV-18-604759-OOC~

ONTARIO

SUPERIOR COURT OF JUSTICE

COMMERCIAL LIST

THE HONOURABLE MR. ~ TUESDAY, THE 11TH

DAY OF SEPTEMBER, 2018
JUSTICE PENNY

~~~~~F~Ya. ~~f~ .1, ~[

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
KRAUS BRANDS INC., KRAUS CANADA LTD., KRAUS CARPET INC.,
KRAUS PROPERTIES INC., KRAUS USA INC., and STRUDEX INC.

Applicants

.,u. iV~ _ I'AI._: ___INITIAL ORDER

THIS APPLICATION, made by the Applicants, pursuant to the Companies'

Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended ("CCAA") was heard this

day at 330 University /avenue, Toronto, Ontario.

ON READING the affidavit of Christopher Emmott sworn September 10, 2018,

and the exhibits thereto ("Initial Affidavit"), and the pre-filing report of the proposed

monitor, Deloitte Restructuring Inc. ("Monitor"}, dated September 10, 2018 ("Pre-Filing

Report'}, and on hearing the submissions of counsel for the Applicants and the

partnerships listed in Schedule "A" hereto ("Partnerships") and counsel for the Monitor,

and counsel for Wells Fargo Capital Finance Corporation Canada ("Wells Fargo") such

other counsel as were present and wished to be heard, X70, ~r~~ a~.s~~~~~r~~ ~~~ ~n~,_Q ter
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~~~5~ a~#~u~t.~~iy-_~~r ~:_~~ ~~ c~~s~r~ ~~~ ~~u!t~ ~f ~~~ac. , f~l~~,._„and on

reading the consent of Deloitte Restructuring Inc. to act as the Monitor,

SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Application and

the Application Record is hereby abridged and validated so that this Application is

properly returnable today and hereby dispenses with further service thereof.

APPLICATION

2. THIS COURT ORDERS AND DECLARES that the Applicants are companies to

which the CCAA applies. Although not Applicants, the Partnerships (together with the

Applicants, the "Kraus Group") shall enjoy the benefits of the protections and

authorizations provided by this Order.

PLAN OF ARRANGEMENT

3. THIS COURT ORDERS that the Applicants shalt have the authority to file and

may, subject to further order of this Court, file with this Court a plan of compromise or

arrangement (hereinafter referred to as the "Plan").

POSSESSION OF PROPERTY AND OPERATIONS

4. THIS COURT ORDERS that the Kraus Group shall remain in possession and

control of its current and future assets, undertakings and properties of every nature and

kind whatsoever, and wherever situate including all proceeds thereof ("Property").

Subject to further Order of this Court, the Kraus Group shall continue to carry on

business in a manner consistent with the preservation of its business ("Business") and

Property. The Kraus Group is 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 it, with

liberty to retain such further Assistants as it deems reasonably necessary or desirable

in the ordinary course of business or for the carrying out of the terms of this Order.
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5. THIS COURT ORDERS that the Kraus Group shall be entitled to continue to

utilize the cash management system currently in place as described in the Initial

Affidavit or replace it with another substantially similar cash management system (the

"Cash Management System") and that any present or future bank providing the Cash

Management System shall not be under any obligation whatsoever to inquire into the

propriety, validity or legality of any transfer, payment, collection or other action taken

under the Cash Management System, or as to the use or application by the Kraus

Group of funds transferred, paid, collected or otherwise dealt with in the Cash

Management System, shall be entitled to provide the Cash Management System

without any liability in respect thereof to any Person (as hereinafter defined) other than

the Kraus Group, pursuant to the terms of the documentation applicable to the Cash

Management System, and shall be, in its capacity as provider of the Cash Management

System, an unaffected creditor under the Plan with regard to any claims or expenses it

may suffer or incur in connection with the provision of the Cash Management System.

(. THIS COURT ORDERS that the Kraus Group shall be entitled but not required to

pay the following expenses whether incurred prior to, on or after the date of this Order:

(a) alI outstanding and future wages, salaries, employee and pension benefits,

vacation pay and expenses payable on or after the date of this Order, in each

case incurred in the ordinary course of business and consistent with existing

compensation policies and arrangements; a~~

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

Kraus Group in respect of these proceedings, at their standard rates and

charges-;

(c} ~rxx~~~t~.,~ ~~ to..u ;~or~s~~~rrr7~r~~d k~~~ Kr. ~~~~~..#~,_t~~ n~~ ~~:

c~~~~r t~ ~~s~r~ , ~.ca~. rr ~~~ ~ ~~Y a~9~o~~..~~ls~r..~~ru~ is it~~.:64r~~a~..

~€~z _~~r~ r~ ~,~it~_th~ ~~nr~~~ ~p~c ~~ ~f,the~s~~!n_~~~ ~roui~~~..

t it~u~ ~~~ rt~~~~h~lin~t..~ ~~.~C~ _ r~~~t~__~t~~?~~~f 2~~S~i€Ito _,

arer~l:~~~v~c~.~ . r~~ b~ ~ti~, .~?~z~ts~xi~n~~.,_. _ __, r ., _ .,



7. THIS CdURT ORDERS that, except as otherwise provided to the contrary

herein, the Kraus Group shall be entitled but not required to pay all reasonable

expenses incurred by the Kraus Group in carrying on the Business in the ordinary

course on or after the date of this Order, and in carrying out the provisions of this Order,

and any other Order of this Court, which expenses shall include, without limitation:

(a) all expenses and capital expenditures reasonably necessary for the

preservation of the Property or the Business including, without limitation,

payments on account of insurance (including directors and officers

insurance), maintenance and security services; and

(b} payment for goods or services actually supplied to the Kraus Group on or

after the date of this Order.

8. THIS COURT ORDERS that the Kraus Group shall remit, in accordance with

legal requirements, or pay:

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

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

to be deducted from employees' wages, including, without limitation, amounts

in respect of (i} employment insurance, (ii) Canada Pension Plan, (iii) Quebec

Pension Plan, and (iv) income taxes;

(b) all goods and services or other applicable sales taxes (collectively, "Sales

Taxes") required to be remitted by the Kraus Group in connection with the

sale of goods and services by the Kraus Group, 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 Crawn in right of Canada or of any Province

thereof or any political subdivision thereof or any other taxation authority in

respect of municipal realty, municipal business or other taxes, assessments

or levies of any nature or kind which are entitled at law to be paid in priority to
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claims of secured creditors and which are attributable to or in respect of the

carrying on of the Business by the Kraus Group

9. THIS COURT ORDERS that until a real property lease is disclaimed or resiliated

in accordance with the CCAA, the Kraus Group shall pay ali amounts constituting rent

or payable as rent under real property leases (including, for greater certainty, Gammon

area maintenance charges, utilities and realty taxes and any other amounts payable to

the landlord under the (ease) or as otherwise may be negotiated between the Kraus

Group and the landlord from time to time ("RenY'), for the period commencing from and

including the date of this Order, twice-monthly in equal payments on the first and

fifteenth day of each month, in advance (but not in arrears}. On the date of the first of

such payments, any Rent relating to the period commencing from and including the

date of this Order shall also be paid.

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

Group is hereby directed, until further Order of this Court: (a) to make no payments of

principal, interest thereon or otherwise on account of amounts owing by the Kraus

Group to any of its creditors as of this date; (b} to grant no security interests, trust, liens,

charges or encumbrances upon or in respect of any of its Property; and (c) to not grant

credit or incur liabilities, except in the ordinary course of the Business or pursuant to

this Order or any other Order of this Court.

RESTRUCTURING

1 1. THIS COURT ORDERS that the Kraus Group shall, subject to such

requirements as are imposed by the CCAA, have the right to:

(a) permanently or temporarily cease, downsize or shut down any of its Business

or operations, and to dispose of redundant or non-material assets not

exceeding $250,000 in any one transaction or $1 million in the aggregate in

any series of related transactions;

(b) terminate the employment of such of its employees or temporarily lay off such

of its employees as it deems appropriate; and



(c) pursue ail avenues of restructuring of its Business or Property, in whole or

part, subject to prior approval of this Court being obtained before any material

refinancing,

all of the foregoing to permit the Kraus Group to proceed with an orderly restructuring of

the Business (the "Restructuring").

12. THIS COURT ORDERS that the Kraus Group shall provide each of the relevant

landlords with notice of the Kraus Group's 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 shalB be entitled to have a representative present in the leased

premises to observe such removal and, if the landlord disputes the Kraus Group's

entitlement to remove any such fixture under the provisions of the lease, such fixture

shall remain on the premises and shall be dealt with as agreed between any applicable

secured creditors, such landlord and the Kraus Group, or by further Order of this Court

upon application by the Kraus Group on at least two (2) days notice to such landlord

and any such secured creditors. If the Kraus Group disclaims or resiEiates the tease

governing such leased premises in accordance with Section 32 of the CCAA, it shall not

be required to pay Rent under such lease pending resolution of any such dispute (other

than Rent payable for the notice period provided for in Section 32(5) of the CCAA}, and

the disclaimer or resiliation of the lease shall be without prejudice to the Kraus Group's

claim to the fixtures in dispute.

1 3. THIS COURT ORDERS that if a notice of disclaimer or resiliatian is delivered

pursuant to Section 32 of the CCAA, then (a} during the notice period prior to the

effective time of the disclaimer or resiliation, the landlord may show the affected leased

premises to prospective tenants during normal business hours, on giving the Kraus

Group and the Monitor 24 hours' prior written notice, and (b} at the effective time of the

disclaimer or resiliation, 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 Kraus Group in respect of such lease or leased

premises, provided that nothing herein shall relieve such landlord of its obligation to

mitigate any damages claimed in connection therewith.



- ~-

NO PROCEEDINGS AGAINST THE KRAUS GROUP OR THE PROPERTY

14. THIS COURT ORDERS that until and including October 11, 2018, or such later

date as this Court may order ("Stay Period"), no proceeding or enforcement process in

any court or tribunal (each, a "Proceeding") shall be commenced or continued against

or in respect of the Kraus Group or the Monitor, or affecting the Business or the

Property, except with the written consent of the Kraus Group and the Monitor, or with

Ieave of this Court, and any and ail Proceedings currently under way against or in

respect of the Kraus Group or affecting the Business or the Property are hereby stayed

and suspended pending further Order of this Court.

NO EXERCISE OF RIGHTS OR REMEDIES

15. THIS COURT ORDERS that during the Stay Period, ail rights and remedies of

any individual, firm, corporation, governmental body or agency, or any other entities (alI

of the foregoing, collectively being "Persons" and each being a "Person") against or in

respect of the Kraus Group or the Monitor, or affecting the Business or the Property,

are hereby stayed and suspended except with the written consent of fhe Kraus Group

and the Monitor, or leave of this Court, provided that nothing in this Order shall (i)

empower the Kraus Group to carry on any business which the Kraus Group is not

lawfully entitled to carry on, (ii} affect such investigations, actions, suits or proceedings

by a regulatory body as are permitted by Section 11.1 of the CCAA, (iii} prevent the

filing of any registration to preserve or perfect a security interest, or (iv) prevent the

registration of a claim for lien.

NO INTERFERENCE WITH RIGHTS

16. 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 Kraus

Group, except with the written consent of the Kraus Group and the Monitor, or leave of

this Court.



CONTINUATION OF SERVICES

17. THIS CdURT ORDERS that during the Stay Period, all Persons having oral or

written agreements with the Kraus Group or statutory or regulatory mandates 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 Kraus

Group, are hereby restrained until further Order of this Court from discontinuing,

altering, interfering with or terminating the supply of such goods or services as may be

required by the Kraus Group, and that the Kraus Group shall be entitled to the

continued use of its current premises, telephone numbers, facsimile numbers, Internet

addresses and domain names, provided in each case that the normal prices or charges

for all such goods or services received after the date of this Order are paid by the Kraus

Group in accordance with normal payment practices of the Kraus Group or such other

practices as may be agreed upon by the supplier or service provider and each of the

Kraus Group and the Monitor, or as may be ordered by this Court.

[~7. Q7~Z~ZcT`~Li7Ti7~i[e3:i~~

I K. THIS COURT ORDERS that, notwithstanding anything else in this Order, no

Person shall be prohibited from requiring immediate payment for goods, services, use

of lease or licensed property or other valuable consideration provided on or after the

date of this Order, nor shall any Person be under any obligation on or after the date of

this Order to advance or re-advance any monies or otherwise extend any credit to the

Kraus Group. Nothing in this Order shall derogate from the rights conferred and

obligations imposed by the CCAA.

PROCEEDINGS AGAINST DIRECTORS AND OFFICERS

19. THIS COURT ORDERS that during the Stay Period, and except as permitted by

subsection 11.03(2) of the CCAA, no Proceeding may be commenced or continued

against any of the former, current or future directors or officers of the Kraus Group with

respect to any claim against the directors or officers that arose before the date hereof

and that relates to any obligations of the Kraus Group whereby the directors or officers



are alleged under any law to be liable in their capacity as directors or officers for the

payment or performance of such obligations, until a compromise or arrangement in

respect of the Kraus Group, if one is filed, is sanctioned by this Court or is refused by

the creditors of the Kraus Group or this Court.

DIRECTORS' AND OFFICERS' INDEMNIFICATION AND CHARGE

20. THIS COURT ORDERS that the Kraus Group shall indemnify its directors and

officers against obligations and liabilities that they may incur as directors or officers of

the Kraus Group after the commencement of the within proceedings, except to the

extent that, with respect to any officer or director, the obligation or liability was incurred

as a result of the director's or officer's gross negligence or wilful misconduct.

21. THIS COURT ORDERS that the directors and officers of the Kraus Group shall

be entitled to the benefit of and are hereby granted a charge ("Directors' Charge"} on

the Property, which charge shall not exceed an aggregate amount of $1 million, as

security for the indemnity provided in paragraph 20 of this Order. The Directors'

Charge shall have the priority set out in paragraphs 32 and 34 herein.

22. 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 Kraus Group's 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 2d of this Order.

/.\~1i71~~~i~d~~~i7~i~iC~7.l~i77

23. THIS COURT ORDERS that Deloitte Restructuring Inc. is hereby appointed

pursuant to the CCAA as the Monitor, an officer of this Court, to monitor the business

and financial affairs of the Kraus Group with the powers and obligations set out in the

CCAA or set forth herein and that the Kraus Group and its shareholders, officers,

directors, and Assistants shall advise the Monitor of all material steps taken by the



Kraus Group pursuant to this Order, and shall co-operate fully with the Monitor in the

exercise of its powers and discharge of its obligations and provide the Monitor with the

assistance that is necessary to enable the Monitor to adequately carry out the Monitor's

functions.

24. THIS COURT ORDERS that the Monitor, in addition to its prescribed rights and

obligations under the CCAA, is hereby directed and empowered to:

(a} monitor the Kraus Group's receipts and disbursements;

(b) report to this Court at such times and intervals as the Monitor may deem

appropriate with respect to matters relating to the Property, the Business, and

such other matters as may be relevant to the proceedings herein;

(c) assist the Kraus Group, to the extent required by the Kraus Group, in its

dissemination to Wells Fargo of financial and other information as required by

the Forbearance Agreement (as defined in the Initial Affidavit);

(d} advise the Kraus Group in its development of the Plan and any amendments

to the Plan;

(e) assist the Kraus Group, to the extent required by the Kraus Group, with the

holding and administering of creditors' or shareholders' meetings for voting

on the Plan;

(fl have full and complete access to the Property, including the premises, books,

records, data, including data in electronic form, and other financial

documents of the Kraus Group, to the extent that is necessary to adequately

assess the Kraus Group's business and financial affairs or to perform its

duties arising under this Order;

(g) 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; and
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(h} perform such other duties as are required by this Order or by this Court from

time to time.

25. 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, be

deemed to have taken or maintained possession or control of the Business or Property,

or any part thereof.

2(. THIS COURT ORDERS that nothing herein contained shall require the Monitor

to occupy or to take control, care, charge, possession or management (separately

and/or collectively, "Possession") of any of the Property that might be environmentally

contaminated, might be a pollutant or a contaminant, or might cause or contribute to a

spill, discharge, release or deposit of a substance contrary to any federal, provincial or

other law respecting the protection, conservation, enhancement, remediation or

rehabilitation of the environment or relating to the disposal of waste or other

contamination including, without limitation, the Canadian Environmental Protection Act,

the Ontario Environmental Protection Act, the Ontario Water Resources Act, or the

Ontario Occupational Health and Safety Act and regulations thereunder (the

"Environmental Legislation"), provided however that nothing herein shall exempt the

Monitor from any duty to report or make disclosure imposed by applicable

Environmental Legislation. The Monitor shall not, as a result of this Order or anything

done in pursuance of the Monitor's duties and powers under this Order, be deemed to

be in Possession of any of the Property within the meaning of any Environmental

Legislation, unless it is actually in possession.

27. THIS COURT ORDERS that that the Monitor shall provide any creditor of the

Kraus Group with information provided by the Kraus Group in response to reasonable

requests for information made in writing by such creditor addressed to the Monitor. The

Monitor shall not have any responsibility or liability with respect to the information

disseminated by it pursuant to this paragraph. In the case of information that the

Monitor has been advised by the Kraus Group is confidential, the Monitor shall not
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provide such information to creditors unless otherwise directed by this Court or on such

terms as the Monitor and the Kraus Group may agree

28. THIS COURT ORDERS that, in addition to the rights and protections afforded

the Monitor under the CCAA or as an officer of this Court, the Monitor shall incur no

liability or obligation as a result of its appointment or the carrying out of the provisions of

this Order, save and except for any gross negligence or wilful misconduct on its part.

Nothing in this Order shall derogate from the protections afforded the Monitor by the

CCAA or any applicable legislation.

29. THIS COURT ORDERS that the Monitor, counsel to the Monitor and counsel to

the Kraus Group shall be paid their reasonable fees and disbursements, in each case

at their standard rates and charges, by the Kraus Group as part of the costs of these

proceedings. The Kraus Group is hereby authorized and directed to pay the accounts

of the Monitor, counsel for the Monitor and counsel for the Applicant on a monthly basis

and, in addition, the Kraus Group is hereby authorized to pay to the Monitor, counsel to

the Monitor, and counsel to the Kraus Group, retainers in the aggregate amount of

$100,000 to be held by them as security for payment of their respective fees and

disbursements outstanding from time to time.

30. 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 Commercial List of the Ontario

Superior Court of Justice.

3t. THIS COURT ORDERS that the Monitor, counsel to the Monitor, if any, and the

Kraus Group's counsel shall be entitled to the benefit of and are hereby granted a

charge (the "Administration Charge") on the Property, which charge shall not exceed

an aggregate amount of $1 million, as security for their professional fees and

disbursements incurred at the standard rates and charges 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 32 and 34

hereof.
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VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

32. THIS COURT ORDERS that the priorities of the Directors' Charge and the

Administration Charge (collectively the "Charges"), as among them, shall be as follows:

First -Administration Charge (to the maximum amount of $1 million); and

Second -Directors' Charge (to the maximum amount of $1 million}.

33. THIS COURT ORDERS that the filing, registration or perfection of the Charges

shall not be required, and that the Charges shall be valid and enforceable for all

purposes, including as against any right, title or interest filed, registered, recorded or

perfected subsequent to the Charges coming into existence, notwithstanding any such

failure to file, register, record or perfect.

34. THIS COURT ORDERS that each of the Charges shall constitute a charge on

the Property and such Charges shall rank in priority to all other security interests, trusts,

liens, charges, encumbrances, and claims of secured creditors, statutory or otherwise

(collectively, "Encumbrances") irr favour of any Person.--r~ei~r;ri~~s ~~~- e€-

pe~#ee#i~r~ar-aE~ae#rrnerr#- m,"~n,.~~;~j-a~-}~-ua~ ~y-~er#e~ #-se r+ty~ E~~sder-~#~~.

~?er ~estsr e +~#aria}-e~-s~~#-e~~k~es able . €~

t~a~ k3as- hv~n :,t,~.~,~+. " +~i~~-o#-tb~¢.~, ~=a+~d-E~~ s ery -s~ -pr
.

~v ~,n~ d-ties ~y~e-d. ce ~#e i~a~s.

~5- ~k#Ea-~'>£lEdF2 ~ ~`-th s Gcet+~~- -er -a ~ c}€te~,#-

~e+ „n „~ ~„<iee. ta.t~se- P-erse~s-1i#~ -#a-be-a#ee- - tk~~~eby--t }~ a€ .~~e-

.-

3 ~-THIS COURT ORDERS that except as otherwise expressly provided for

herein, or as may be approved by this Court, the Kraus Group shall not grant any

Encumbrances over any Property that rank in priority to, or pari passu with, any of the

Charges unless the Kraus Group also obtains the prior written consent of the Monitor,

and any other Persons entitled to the benefit of the Charges ("Chargees"), or further

Order of this Court.
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3~, 3~-THIS COURT ORDERS that the Charges shall not be rendered invalid or

unenforceable and the rights and remedies of the Chargees thereunder 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 appiication(s) for bankruptcy

orders) issued pursuant to 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; (d) the provisions of any federal or provincial statutes; or (e) any

negative covenants, prohibitions or other similar provisions with respect to borrowings,

incurring debt or the creation of Encumbrances, contained in any existing loan

documents, lease, sublease, offer to lease or other agreement (collectively, an

"Agreement"} which binds the Applicant, and notwithstanding any provision to the

contrary in any Agreement:

(a) the creation of the Charges shall create or be deemed to constitute a breach

by the Kraus Group of any Agreement to which it is a party;

(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; and

(c) the payments made by the Applicant pursuant to this Order and the granting

of the Charges do not and will not constitute preferences, fraudulent

conveyances, transfers at undervalue, oppressive conduct, or other

challengeable or voidable transactions under any applicable law.

37. ~—THIS COURT ORDERS that any Charge created by this Order over leases of

real property in Canada shall only be a Charge in the Kraus Group's interest in such

real property leases.

SERVICE AND NOTICE

8. ~—THIS COURT ORDERS that the Monitor shall (a} without delay, publish in

the Globe and Mail a notice containing the information prescribed under the CCAA, (b)

within five days after the date of this Order, (i) make this Order publicly available in the



~ib~

manner prescribed under the CCAA, (ii) send, in the prescribed manner, a notice to

every known creditor who has a claim against the Kraus Group of more than $1,000,

and (iii) prepare a list showing the names and addresses of those creditors and the

estimated amounts of those claims, and make it publicly available in the prescribed

manner, all in accordance with Section. 23(1)(a) of the CCAA and the regulations made

thereunder.

39. 49—THIS COURT ORDERS that the E-Service Protocol of the Commercial List

("Protocol"} is approved and adopted by reference herein and, in this proceeding, the

service of documents made in accordance with the Protocol (which can be found on the

Commercial List website at

http;/l anfariocaurts.ea/scjtpracficelpracf~ce directiansttarontale-service-prestoco(1}

shall be valid and effective service. Subject to Rule 17.05 this Order shall constitute an

order for substituted service pursuant to Rule 16.04 of the Rules of Civil Procedure.

Subject to Rule 3.01(d) of the Rules of Civil Procedure and paragraph 21 of the

Protocol, service of documents in accordance with the Protocol will be effective on

transmission. This Court further orders that a Case Website shall be established in

accordance with the Protocol with the following URL

www ensaluencresdela~tte ea(en catKraus („Website").

40. 4~--THIS COURT ORDERS that the Monitor shall create, maintain and update

as necessary a list of alf Persons appearing in person or by counsel in this proceeding

("Service List"). The Monitor shall post the Service List, as may be updated from time

to time, on the Website, provided that the Monitor shall have no liability in respect of the

accuracy or timeliness of making any changes to the Service List.

41. 4~--THIS COURT ORDERS that if the service or distribution of documents in

accordance with the Protocol is not practicable, the Kraus Group and the Monitor are at

liberty to serve or distribute 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 facsimile transmission to the Kraus

Group's creditors or other interested parties at their respective addresses as last shown

on the records of the Kraus Group and that any such service or distribution by courier,
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personal delivery or facsimile 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.

42,. 43-THIS COURT ORDERS that the Kraus Group and the Monitor and their

counsel are at liberty to serve or distribute this Order, any other materials and orders as

may be reasonably required in these proceedings, including any notices, or other

correspondence, by forwarding true copies thereof by electronic message to the Kraus

Group's creditors or other interested parties and their advisors. For greater certainty,

any such distribution or service shall be deemed to be in satisfaction of a Iegai or

judicial obligation, and notice requirements within the meaning of clause 3(c) of the

Electronic Commerce Protection Regulations, Reg. 81000-2-175 (SORlDORS).

GENERAL

43. 44.-THIS COURT ORDERS that the Kraus Group or the Monitor may from time

to time apply to this Court for advice and directions regarding the discharge of their

respective powers and duties hereunder or the interpretation of this Order.

44. 4~. 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

bankruptcy of the Kraus Group, the Business or the Property.

45. 46-THIS COURT HEREBY REQUESTS the aid and recognition of any court,

tribunal, regulatory or administrative body having jurisdiction in Canada or in the United

States, to give effect to this Order and to assist the Kraus Group, the Monitor and their

respective agents in carrying out the terms of this Order. All courts, tribunals, regulatory

and administrative bodies are hereby respectfully requested to make such orders and to

provide such assistance to the Kraus Group and to the Monitor, as an officer of this

Court, as may be necessary or desirable to give effect to this Order, to grant

representative status to Kraus Carpet Inc. in any foreign proceeding, or to assist the

Kraus Group and the Monitor and their respective agents in carrying out the terms of

this Order.
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4~r. 4~-THIS COURT ORDERS that each of the Kraus Group 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, and that Kraus Carpet Inc. is

authorized and empowered to act as a representative in respect of the within

proceedings for the purpose of having these proceedings recognized in a jurisdiction

outside Canada.

4Z 4~-THIS COURT ORDERS that any interested party (including the Kraus Group

and the Monitor) may apply to this Court to vary or amend this Order on not less than

seven (7} days notice to any other party ar parties likely to be affected by the order

sought or upon such other notice, if any,. as this Court may order.

48. 49-THIS COURT ORDERS that Confidential Exhibit "A" to the initial Affidavit

and Appendix "D" to the Pre-Filing Report, as well as Exhibits C and E to the Affidavit of

Susan Mingle, sworn September 10, 2018, attached as Appendix "C" to the Pre-Filing

Report, be sealed, kept confidential and not form part of the public record, but rather

shall be placed separate and apart from all other contents of the Court file, in a sealed

envelope attached to a notice that sets out the title of these proceedings and a

statement that the contents are subject to a sealing order and shall only be opened

upon further Order of this Court.

49, ~O—THIS COURT ORDERS that this Order and all of its provisions are effective

as of 12:01 a.m. Eastern Standard/Daylight Time on the date of this Order.
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Schedule "A" —Partnerships

Kraus Brands LP

Kraus Canada LP

Kraus Carpet LP

Kraus Properties LP

Strudex LP
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