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NOTICE OF MOTION
(returnable April 23, 2019)

(Distribution to Secured Creditor and Termination of CCAA Proceedings)

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

Kraus USA 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 Court on Tuesday, April 23, 2019 at 10:00 a.m.,

ar as soon after that time as the motion can be heard, at the Court House at 330

University Avenue, Toronto, Ontario.

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

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

"6" ("GCAA Discharge Order"), interalia:

(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) authorizing and directing the Kraus Group to distribute to secured creditor

Red Ash II Capital Partners Limited Partnership ("Red Ash") such residual

realizations as may become available in partial repayment of amounts

owing by the Kraus Group to Red Ash;

(c) approving the Third Report of Qeloitte Restructuring Inc. ("Deloitte"), in its

capacity as Monitor of the Kraus Group ("Monitor"), to be served ("Third

Report"), and the activities of the Monitor as set out therein;

(d) approving the fees and disbursements of the Monitor and its counsel,

Miller Thomson LLP, as set out in the Third Report;

(e) terminating these CCAA proceedings and discharging the Monitor;

(~ authorizing 2328708 LP (f/k/a Kraus Canada LP), 2328708 Ontario Ltd.

(f/k/a Kraus Canada Ltd.), 2328709 LP (f/k/a Kraus Carpet LP), 2328709

Ontario Inc. (f/k/a Kraus Carpet Inc.), Strudex LP and Strudex Inc. to file

assignments in bankruptcy; and

(g) such further and other relief as this Honourable Court may deem just.

THE GROUNDS FOR THE MQTIQN ARE:

Background

(a) The Kraus Group is a Waterloo, Ontario based manufacturer of premium

carpet for the commercial and residential markets ("Broadloom

Business"). It is also a distributor across North America of flooring

products produced by other manufacturers ("TPS Business").
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(b) On September 11, 2018, the Applicants were granted creditor protection

and related relief under the Companies' Creditors Arrangement Act,

R.S.C. 1985, c. C-36, as amended ("CCAA"), and Deloitte was appointed

Monitor of the Kraus Group in the CCAA proceedings ("Initial Order").

(c) ~n September 12, 2018, the United States Bankruptcy Court (District of

Delaware) ("US Bankruptcy Court") granted a provisional order

recognizing the within CCAA proceedings as a foreign main proceeding,

and granting a stay of execution against the Kraus Group's assets. The

provisional order was made a final order by order of the US Bankruptcy

Court dated actober 1, 2018.

(d) On September 18, 2018, the Applicants sought and obtained an approval

and vesting order (i) approving a certain asset purchase agreement made

between Kraus Canada LP, Kraus Carpet LP, Kraus Properties LP and

Kraus USA Inc. (collectively the "Vendors") and Q.E.P. Co., Inc. and

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

September 10, 2018 ("Purchase Agreement"), (ii) authorizing the Kraus

Group to complete the sale of the Purchased Assets (as defined in the

Purchase Agreement); and (iii) vesting title in and to the Purchased Assets

to the Purchaser ("Sale Approval and Vesting Order").

(e) The Sale Approval and Vesting CJrder was recognized by the US

Bankruptcy Court on October 1, 2018.
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(~ The sale of the TPS Business closed on October 5, 2018, and the

Purchased Assets vested in the Purchaser free and clear of claims and

encumbrances.

(g) On October 9, 2018, the Applicants sought and obtained an order

authorizing and directing the Monitor to distribute approximately $32.3

million to the Kraus Group's senior secured lender, Wells Fargo Capital

Finance Corporation Canada ("Wells Fargo") in repayment of amounts

owed by the Kraus Group to Wells Fargo ("Distribution Order").

(h) The Distribution Order also authorized and approved an agreement (the

"Asset Marketing Agreement") for the marketing and sale of certain

assets of the Broadloom Business (the "Broadloom Assets").

(i) Substantially all of the Broadloom Assets were sold as of December 13,

2018.

Distribution to Red Ash

(j) Red Ash is asecond-ranking secured creditor of the Kraus Group (after

Wells Fargo).

(k) The Kraus Group's indebtedness to Wells Fargo has been fully repaid.

(I) As of April 1, 2019, the Kraus Group owes Red Ash over $100,000,000.

(m) The Monitor obtained a legal opinion from its independent legal counsel

stating that, subject to the usual qualifications and assumptions, Red
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Ash's security with respect to the Kraus Group's indebtedness to Red Ash

is valid and enforceable.

(n) The Monitor recommends that the Kraus Group be authorized to distribute

all remaining realizations from its assets to Red Ash, in partial repayment

of the secured debt owing to Red Ash. In no circumstances will the

realizations be sufficient to fully repay Red Ash what it is owed.

(o) I n the above circumstances it is appropriate that the Kraus Group

distribute to Red Ash such amounts as may become available in

repayment of amounts owing by the Kraus Group to Red Ash.

Settlemer~t with Purchaser

(p) The Kraus Group entered into several related agreements to facilitate the

TPS Transaction. In addition to the Purchase Agreement, the Vendors

and the Purchaser entered into an agreement for the transfer of certain

accounts receivable collected by the Vendors to the Purchaser, a

transition services agreement, and an escrow agreement whereby the

Monitor acted as escrow agent for a portion of the purchase price that was

deposited in escrow ("Escrow Amount") to reserve for certain post-

closing adjustments (collectively the "Transaction Agreements").

(q) On or about March 22, 2019, the Vendors and the Purchaser resolved

their respective claims related to the Purchase Agreement and the

Transaction Agreements (the "Settlement Agreement"). Pursuant to the
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terms of the Settlement Agreement, the Vendors have agreed to pay the

Purchaser $3.6 million. In exchange, the Purchaser has agreed to release

any claims it may have to the remaining Escrow Amount ("Settlement

Amount").

(r) The Settlement Amount will be used to satisfy the Kraus Group's post-

filing payables and, subject to Court approval, to partially satisfy the

$100,377,877 indebtedness owing to Red Ash.

Approval of Monitor's Activities and Fees

(s} The Applicants also seek approval of the Monitor's Third Report and its

activities as set out therein.

(t) As set out in the Third Report, the Monitor and its counsel, Miller Thomson

LLP, have incurred fees in the course of their respective duties as Monitor

and counsel, and such fees ought to be approved.

Termination of CCAA Proceedings

(u) Following the sale of substantially all of the Broadloom Assets, the

Applicants have no ongoing business operations.

(v) The CCAA proceedings have been effective in accomplishing the stated

objective of maximizing value by facilitating the going concern sale of the

TPS Business and the orderly liquidation and wind-down of the Broadloom

BuSin~Ss.



- 7 -

(w) Upon the completion of the within CCAA proceedings, it is intended that

2328708 LP, 2328708 Ontario Ltd., 2328709 LP, 2328709 Ontario Inc.,

Strudex LP and Strudex Inc. will file assignments in bankruptcy for the

benefit of their creditors.

(x) The CCAA Discharge Order seeks appropriate relief in connection with the

termination of these proceedings including review and approval of the

Monitor’s activities, fees and disbursements, and the release and

discharge of the Monitor.

Other Grounds

(y) The grounds set out in the Affidavit of Christopher Emmott, sworn April 9,

2019 (“Fourth Emmott Affidavit”) and the exhibits thereto;

(z) The grounds set out in the Third Report, and the appendices thereto, filed;

(aa) The provisions of the CCAA and the inherent and equitable jurisdiction of

this Honourable Court;

(bb) 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; and

(cc) 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:
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(a) The Fourth Emmott Affidavit and the exhibits thereto;

(b) The Third Report and the appendices thereto; and

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

may permit.

April 10, 2019 CASSELS BROCK & BLACKWELL LLP
2100 Scotia Plaza
4Q King Street West
Toronto, ON M5H 3G2

David S. Ward LSO #: 33541W
Tel: 416-869-5960
Fax: 416-640-3154
dward ~a casselsbrock.com

Larry Ellis LSO #: 4931 ~K
Tel: 41~.869.54~6
Fax: 416.640.3004
lel I is@casselsbrock. com

Erin Craddock LSO #: 6282$J
Tel: 416.860.6480
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Lawyers for the Applicants



Schedule "A" —Partnerships

Kraus Brands LP

2328708 LP (f/k/a Kraus Canada LP)

232$709 LP (f/k/a Kraus Carpet LP)

2328710 LI' (f/k/a Kraus Properties LPG

Strudex LP



Schedule "B"



Court File No.: CV-18-604759-OOCL

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

THE HONOURABLE ) TUESDAY, THE 23rd

JUSTICE PENNY DAY OF APRIL, 2019

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

AND IN THE MATTER QF 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

ORDER

(Distribution to Secured Creditor and Termination of CCAA Proceedings)

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, ~s amended ("CCAA"), for an order, among

other things, (i) authorizing and directing the Kraus Group to make a distribution t4 Red

Ash II Capital Partners Limited Partnership ("Red Ash"); (ii) approving the Third Report

of Deloitte Restructuring Inc., in its capacity as Monitor of the Kraus Group ("Monitor"),

dated April •, 2019 ("Third Report") and the activities of Monitor as set out therein; (iii)

approving the fees and disbursements of the Monitor and its counsel; (iv) authorizing

2328708 LP (f/k/a Kraus Canada LP), 2328708 Ontario Ltd. (f/k/a Kraus Canada Ltd.),

2328709 LP (f/k/a Kraus Carpet LP), 2328709 Ontario Inc. (f/k/a Kraus Carpet Inc.),

Strudex LP and Strudex Inc.; and (iv) terminating these CCAA proceedings and

discharging the Monitor was heard this day at 330 University Avenue, Toronto, Ontario.



ON READING the affidavit of Christopher Emmott sworn April 9, 2019 (the

"Fourth Emmott Affidavit"), the Third Report and the fee affidavits of the Monitor and

the Monitor's counsel (the "Fee Affidavits"), and on hearing the submissions of counsel

for the Applicants and counsel for the Monitor, no one else appearing although properly

served as appears from the affidavit of service, filed;

SERVICE AND DEFINED TERMS

1. THIS COURT ORDERS that the time for service of the notice of motion, the

motion record, and the Third 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 that capitalized terms used and not defined herein shall

have the meanings given to them in the initial order, dated September 11, 2018, as

amended and restated on September 18, 201 ("Initial Order").

DISTRIBUTION TO RED ASH

3. THIS COURT ORDERS that the Kraus Group be and is hereby authorized and

directed to distribute to Red Ash such additional amounts as may become available in

partial repayment of amounts owing by the Kraus Group to Red Ash pursuant to the

Red Ash Debt Agreements (as defined and described in the Affidavit of Christopher

~mmott sworn September 10, 2Q18) ("Red Ash Distribution").

4. THIS COURT ORDERS that, notwithstanding:

(a) the pendency of these proceedings;

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

the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended

("BIA") in respect of the Kraus Group or any part thereof and any

bankruptcy order issued pursuant to any such applications; and

(c) any assignment in bankruptcy made in respect of the Kraus Group or any

part thereof;



the Red Ash Distribution shall b~ 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 it constitute nor be deemed to be a fraudulent preference,

assignment, fraudulent conveyance, transfer at undervalue, or other reviewable

transaction under the BIA or any other applicable federal or provincial legislation, nor

shall it constitute oppressive or unfairly prejudicial conduct pursuant to any applicable

federal or provincial IegislatiQn and shall, upon the receipt thereof by Red Ash, be free

of all claims, liens, security interests, charges or encumbrances granted by or relating to

the Kraus Group.

APPRQVAL QF FEES AND DISBURSEMENTS

5. THIS COURT ORDERS that the Third Report and the activities of the Monitor

described therein, be and are hereby approved.

6. THIS COURT ORDERS that the fees and disbursements of the Monitor from the

period September 22, 2018 until •, 2019, and its counsel, for the period from October 7,

2Q18 until •, 2019, as set out in the Fee Affidavits, are hereby approved.

TERMINATION OF CCAA PRCJCEEDINGS

7. THIS COURT ORDERS that the within CCAA proceedings be and hereby

terminated.

8. THIS COURT QRDERS that the Directors' Charge and the Administration

Charge (each as defined in the Initial Order) shall be and are hereby terminated,

released and discharged.

DISCHARGE OF MONITOR

9. THIS COURT ORDERS that effective as of the date of this order the Monitor is

hereby discharged as Monitor and shall have no further duties, obligations or

responsibilities as Monitor from and after the date of this order.



10. THIS COURT ORDERS AND DECLARES that, in addition to the protections in

favour of the Monitor as set out in the CCAA, the Initial Order, any other Order of this

Court in these proceedings or otherwise, all of which are expressly continued and

confirmed, the Monitor shall not be liable for any act or omission on the part of the

Monitor, including with respect to any reliance thereof, including without limitation, with

respect to any information disclosed, any act or omission pertaining to the discharge of

the Monitor's duties in these proceedings or with respect to any other duties or

obligations of the Monitor under the CCAA or otherwise, save and except for any claim

or liability arising out of any gross negligence or wilful misconduct on the part of the

Monitor. Subject to the foregoing, and in addition to the protections in favour of the

Monitor as set out in the CCAA, the Initial Order, any other Order of this Court in these

proceedings or otherwise, any claims against the Monitor in connection with the

performance of its duties as Monitor be and are hereby released, stayed, extinguished

and forever barred and the Monitor shall have no liability in respect thereof.

1 1. THIS COURT ORDERS that, notwithstanding any provision of this Order, the

termination of these proceedings, and the discharge of the Monitor, nothing herein shall

affect, vary, derogate from, limit Qr amend, and the Monitor shall continue to have the

benefit of, any of the rights, approvals and protections in favour of the Monitor at law or

pursuant to the GCAA, the Initial Order, any other Order of this Court in these

proceedings or otherwise, all of which are expressly continued and confirmed.

12. THIS COURT ORDERS that no action or other proceeding may be

commenced against the Monitor in any way arising from or related to its capacity or

conduct as Monitor in these proceedings except with prior leave of this Court and on

prior written notice to the Monitor.

BANKRUPTCY

13. THIS COURT ORDERS that 2328708 LP, 2328708 Ontario Ltd., 2328709 LP,

2328709 Ontario Inc., Strudex LP and Strudex Inc. (collectively, the "Bankruptcy

Applicants") are authorized to file assignments into bankruptcy. Deloitte is hereby



authorized to act as trustee in bankruptcy (in such capacity, the "Trustee") in respect of

the Bankruptcy Applicants.

GENERAL

13. THIS CURT ORDERS that the Applicants or the Monitor may apply to the

Court as necessary to seek further orders and directions to give effect to this order.

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

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

States, or in any other foreign jurisdiction, to give effect to this Qrder and to assist the

Applicants, the Monitor and their respective agents in carrying aut the terms of this

Order. All courts, tribunals, regulatory and administrative bodies are hereby respectfully

requested to make such orders and to provide such assistance to the Applicants and to

the Monitor, as an officer of this Court, as may be necessary or desirable to give effect

to this CJrder, to grant representative status to Kraus Carpet Inc. in any foreign

proceeding or to assist the Applicants and the Monitor and their respective agents in

carrying out the terms of this Order.



SCHEDULE "A"

Partnerships

Kraus Brands LP

2328708 LP (f/k/a Kraus Canada LP)

2328709 LP (f/k/a Kraus Carpet LP)

232871Q LP (f/k/a Kraus Properties LP)

Strudex LP
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Court File No. CV-18-604759-~OCL

C)NTA1~t0
SUP~RI,OR CaURT QF JUSTICE

CUIIII~ER~CIAL Lt~T

tN THE IIAATTER OF THE C~lil~Pr41V1ES' CRED/Tt~RS ARR~111GEM~JVT ACT, R.S.C.
198, C. C-36, AS A~IfENt~EQ

AND IN THE ~VIATTER ~F A PLAN C)F CO►MPRC~~lISE 4R ARRA[~GEMENT OAF
KRAUS BRANDS INC., KR►AUS CANADA LTA., KRAUS CARPET tNC.,

KRAUS PRf3PERT~ES lNC., KRAUT USA INC,, and ~TR~DEX INC.

Apptica~ts

AFFfaAVIT ~F CHRiST~3PH~R EMMC}TT
~swarn April , 2019}

I, Christopher Emmott, of the City of London, in the Uni#e~ Kingdom, MAKE OATH

AND SAY:

1. i am a Qir~ctar of Kraus Carpet Inc., one of the ~pplicant~ herein, I have

knowledge of the matters hereinafter deposed, which knowledge is either personal ~o me,

ab#wined from a review of the documents referred ~a Mere~n ar, where indicated, based on

infarm~tion and belief upon being advised by others, in which case I verily believe such

information t~ be true.

2. I s`wwear this affidavit in support of a motion brought by Kraus Brands lnc,, Kraus

Canada Ltd., Kraus carpet inc., Kraus Properties Inc., Kraus USa Inc., and S#rudex lnc.

(collectively, the "Applicants", with the partnerships listed in Exhibit "~4" hereto,

collect~veEy, the "Kraus Crau~"} for an Carder {'" CAA Di~char~ge ~rder"~, among other

things:



~a} authorizing and directing the Kraus group to +distribute to Red Ash II capital

Partners Limited Partnership ~"Red Ashes) such amounts as may became

available in repayment of amounts owing by the Kraus Group to Rid Ash

t"Red Ash Qist~ibution"};

fib) approving the Third R~p~rt of the Monitor dated January 15, 2019 ("Third

Report~~ and the ~ct~vities of Monitor as set out therein;

(c} approving the Monitor's fees and disbursements and #hose of the Monitor's

counsel, Miller Thomson LLP, ~as set out in the Third Report;

(d} terminating these C AA proceedings and discharging the Monitor; and

(e~ authorizing 232$7x8 LP ~f/kla Kraus Canada LP), 23287'48 Qntario Ltd.

(f/k!a Kraus Canada Ltd.), 2328709 LP (flkla Kraus Carpe LP}, 23287 9

antari~ Inc. ~flkla Kraus Carpet Inca, Strudex LP and Strudcx Inc. to file

assignments in bankruptcy.

1. ~a~ckground

3. The Kraus Group is a Waterloo, CJnt~►ric~ based man~,facturer of premium

r~sidentiai and commercial broadloom carpet ("Broa~dlaom Business"). It is also a

distributor across North America of flooring products produced by other manufacturers.

("TPS Business"}.

4. The Kraus Group's financial ~ecfin~ and insolvency is attributable t~ a variety of

factors including relatively significant fixed costs associated with maintaining

manufacturing facilities in tNa#erfoo, Ontario ("Vllat~r~oo Premises"~ and a Nor#h



American-wide distribution network. Those fined costs could not be reduced ar

do~nrnsized to c~rr~spand with a change in consumer preferences and an overall dec~in~

in market demand.

~l : l>.

assets ("US Pravisionai ardor"}.

S. The US Provisions[ Order beams a final order by order of the US Bankruptcy

~aurk, dated Qctaber 1, 2 18 {"Fins[ Recognition ~rder~'}.

9. 4n September ~ 8, 2x18, the Court granted an order ~i) approving an asset

~urchas~ agreement ~"Purchase Agreement"} between Kraus Canada LP, Kraus

Properties LP, Kraus carpet LP, and Kraus USA Inc. collectively, the ̀ ~Vendors~) and

C~. E. P. Cv., Inc. artd Roberts Company Canada, Ltd. tto~ether the "P'urchasern~, (i~)

authorizing the sale ~"TPS Transaction"} of the Purchased Assets {as def ned in the



~. ~ w

Purchas$ A~reem~nt}; ar~d viii} vesting title in and to the Purchased Assets to the

Purchaser.

'~ 0. After the TPS Transaction closed, the Applicants sought and obtained an order,

dated October 9, 201 S, au#horizEng and directing ohs Monitor to distribute appra~cir~ately

$32.3 million to the Kraus Grc~up'~ senior secured lender, Welly Fargo ~Cap'rtaf Finance

Corpara~#ion Ganada ("1~lell~ ergo"} ire repayment of amounts owed by the Kraus Group

to W~~Is Fargo t"Distribution artier"}. A copy of the Distribution artier is attached and

rnarked~as Exhibit "C",

11. The Distribution Carder also authorized anc~ approved an agreement (the "Asset

Marketing Agreement"} far the marketing and sale of certain assets of the Bro~dlovm

Business (the "Braadlaom Assets").

12. Substantially all of the Broadloom Assets were sold as of December 13, 2 18.

13. Further details regarding the background of th~s~ CAA pro~~edings are set out

in the affidavit Qf Christopher Emmott, sworn September 1 a, 2~1$ {"First Emmott

Affidavit"~.

I1. Developments Sind the Distribution ~Jrder

A. ~orpt~ra~te Name Chang

14. The Purchased Assets include all of the intellectual property that the Kraus Group

used in connec#ion with the TPS business. Accordingly, section 8.0~ of the Purchase

Agreement requires the Kraus Sellers to change their names to ones that da not inc{ude

the name "Kraus".



~~

~ 5. Certain members of the Kraus Group changed their names effective February 5,

2019, to remove the name "Kraus" as follows:

~a} Kraus Canada Ltd. to 2328708 Qn~arlo Ltd.;

(b} Kraus Canada LP to 23287x8 LP;

(c} Kraus Garp~t inc. to 23287 9 Can#arid lnc.;

(d} Kraus Carpet LP to 2328749 LP;

fie} Kraus Properties Inc. to 23257(0 Ontario Inc.; and

(f} Kraus Properties LP t4 ~3287~ 0 LP.

16. Kraus Brands Inc. and Kraus Brands LP changed their re~pecti~~ names to

Northfield Properties (~P} Inc. ar~d NorkhfFeld Properties LP effective October 1d, 2 18.

Q. Corporate Dissolutions

17. The Kraus Group has also made applications for the diss4lut~on of Kraus Systems

lnc. and 2328714 Ontario Inc. ~fvrmerly known as Kraus Properties Inc.}. This was

appropriate given that the companies never had any operations; the companies never

had any assts, employees or liabilFties.

18. Kraus ~ysterns Inc. and 2328110 Ontario Inc. requested the consent of the

Ministry of Finance to dissolve on February 1 and February 26, 2Q1~, resp~~tively.

Consents to the dissolutions were received on February 22, 2Q~ 9 for Kraus Systems inc,

and March 15, 2019 for 2327'! 4 Ontario fnc.



19. Articles of dissolution ~f Kraus Sys#ems inc. and 238714 t)ntario Inc., and

declarations of disso{utian for Kraus Systems LP and 2328 10 LP were filed an April 4,

2 19.

C. Amounts Ci~wed to Employees

2~. Thy ~Cra~s Cr~►~p h~~ paid ~i~ of ~t~ err~p~oy~~~' pry-fling ur ges, ov~rti pay end

~ommis~i~ns, ~~ ~r~li a~ t~os~ ~maun~s ov~~d ~~ ~c~+~un$ of emp~oy~~ b~nefi#s, p~n~~~n

pl r~ ~~n#r~bu~io~t end ut~i~n du~~, Thy ~Cr us r~up has a~s~ p~~~ accru~~ v~~~t~~~ pay

fir th~~e ~r~pl~y e~ why v~ r bran fern ~ ~o ~I~e Pur~h ~ r.

~1. HaweWer, for those employees who were not transferred to the Purchaser

~"Former Kraus ''raup Employees"}, there was accrued vacation pad that remained

aut~t~nding.

22. Thy ~ot~l ~r~c~tior~ pay ~~r~ed ~o the Forr~~r ~Craus Group E~ploy~~~ for the six

rn+~r~fih~ prier tc~ fih~ init~~l order, which is ~~~iti~~ t~ priority ~r~d~r fi~~ ~ ems, i~ 7 ,2 1

I~r r ~ City r~i ~~- ' i i r~#

Kraus Carpet LP Urai~r~iz~~d ~ 9,~~9

~n-l~nianiz~d ~19,5~7
__ ___

~r~d~~ LP lJnic~niz~d ~ $x,923

~1~n-Unionized $5,~d3
~Cra~s ~~r~~d~ LP I~~n-Uni~ni~ed I

___ __
~14,~'45

~1n~ooniz~d ~3,57~



- ~ -

23. The Kraus Group caicu~ated the Vacation Amount by taking the total amount ~f

va~atian pay earr~~d from March 12, 20~ 8 tv September '~ 1, 2Q18, and subtracting ~i} an~r

amounts paid to Former Kraus gaup Ernpl~y+~es an account of v~catian pay during this

period; and iii) any amours#s no longer awed as a result ~f vacation time taken by Former

Kraus Group Employees, up to a maximum ofi $2,0~~.

~~4. On February 21, 2419, the Kraus Group authorized the mailing of cheques for the

Vacation Amount to the Former Kraus Group Empfayees. Ac~ardingly, the Vacation

Amount has been paid to the dormer ~4raus Group Ernplayees.

it. Distribution to Red Ash

25. As described in the First Emmott Affidavit, Rid Ash has asecond-ranking security

interest ~n presenfi and after-acquired real and personal property of the Kraus group, after

~tVells ~ar~~.

2~. The Kraus Graup's indebtedness to Weds Fargo has been f~l~y repaid.

27. As of April 1, 2019, the Kraus Group awes Red Ash approximately $100,377,877.

28. As foretold in fihe First Emmatt Affdavit, the actual realized value of the Kr~u~

group's assets was substantially less than the amount of the secured indebtedness of

Welis Fargo and Red Ash.

29. The Kraus Group's Qn~y remaining material asset is the 850,000 square foot carpe#

manufacturir~g mill in Waterloo Ontario ~"Vllat~rloo Pr~rr~ises"). As discussed in the Ti~ird

Repo, the realizable value of the Vllaterloo Premises ~s estimated to be but a fraction of

the approximately $1 ~~ million the Kraus Group owes to Red Ash.



•

3~. Given that Red Asl~ v~ill nevi#ably sustain a very si~nifican~ shortfaEl, there are no

funds available t~ make a distribufiion to lower ranking Personal Property Security ~4ct,

R.S.4. 199x, c. P. 10 secured creditors, or unsecured creditors.

31. With the support of the Monitor, the Kraus Group is seeking court approval for the

Red Ash C~istribution.

3~. The Monitor has obtained a legal opinion from its independent counsel sfiating that,

subject to the typical qualifications and assumptions, Red Ash's security r~th respect to

the indeb#edness of the Kraus Group to Rid Ash is valid and enforceable.

lII. Settlement Agreement

33. !n connection with the Purchase Agreement, the Vendors and the Purchaser

entered in#o three additional agreemen#~ to effectuate the TPA Transaction: (i) the QEP

Transaction Proceeds Agreement, dated CJctob~r 4, 2018 ("Transacti+an I~roc~eds

Agreement"); (ii}the Transition Services Agreement, dated October 5, ~~~g ("Tran~i~ion

Services Agreement"}; and {iii} the Escrow Agre~rr~errt, dated October 5, 2x18 ("Escrow

Agreemrent", with the Tran~actian Prac~e~s Agreement and Transition Servi~~s

Agreement, callec~ively, the Transaction Agreements"}.

34. The Transaction Pra~eeds Agreement provides for the timely firansfer Qf account

receivable collet#ions from the Vendors' bank accoun#s ~"AFt Account") to the Purchaser

after closing of the TPS Transaction,

35. Pursuant to the Transition Services Agreement, the Kraus S~Ilers and the

Purchaser agreed to provide certain services to the other party to ensure the effective

transition of the Purchased Assets to the Purchaser.



3~. Finally, pursuant to tyre Purchase Agreement, the parties agreed fio reserve a

portion of the purchase price to address host-closing adjustments in connection with the

TPS Transaction ~"Escrow Amount"}. The Escrov~ Amount was deposited tnt~ an

escrov~r account and the Monitor acted as escrow agent pursuant to fh~ terms of the

Escrow Agreement, v~hich agreement way approved by the Courk on September 18,

2a 18.

37. The Kraus Se~~ers and the Purchaser performed their obligations under the

Transaction ~4greements and, as a re~u{t, are owed certain amounts under the terms o~

the agreements. The precise amounts awed by each ~f the Kraus Sellers end the

~urChaser to the other wire the su~je~t of extensive discussions be~r~en the parties.

38~ ~7n March 22, ~a1 g, the Kraus Sellers and the Purchaser agreed t~ resolve their

respective claims related to the Purchase Agreement at~d fhe Transaction Agreements

pursuant to a settlern~nt and mutual retease ~"~ettl~ment Agreement"}. Pursuant fio the

terms of the settlement A~re~ment, the Kraus Sellers have agreed to pay the Purchaser

$3.~ million: $x,424 million ~n account of post-+closing adjustments from the EsGrovrr

Amount and $2.176 milli~an from ~h~ AR Account. In exchange, the Purchaser has agreed

to release any claim to any remaining amaun#s held by the Monitor, ~~ escrow went,

under the Escrow Agreement.

39. The Kraus S~!lers received appraxir~nate~y $'I ,85fi,a65 million from the remaining

Esc~aw Arnoun# ~"Settt~ment Amount"}. The ~et~tement Amoun#will be used to satisfy

the Kraus group's due and autst~n~ing post-f ~~ng payab~es and, subject to court

apprava{, distributed to Red Ash in partial satisfaction of the $10 ,377,877 owed to Red

Ash.



~il~~

111. Termination of CCAA Prc~ceedir~gs

40. As the going concern sale and liquidation of substantially all of the assets of the

business is now complete, the Kraus Group does not have any ongoing business

operations.

4'I . Upon the comple#ian of the within CCAA proceedings it ~s intended #had 2328708

LP, 2328~Q8 Qntario Ltd., 2328709 LP, 23287Q9 Ontario ln~., Strud~~ LP, and Sfrudex

Inc. will file assignments in bankruptcy for the benefit of their creditors.

42. ~►s indicated, L understand that the Monitar and Red Ash support the relief sough

on this application.

43. I swear this affidavit in support of the motion for the CCAA Discharge order and for

n~ other or improper purpose.

Sre~h~r L~.P
Sa~fcitors

nth F#oor, ~4 {Vow Roar
~.and~►n

W 1 ~ 7~A





This is Exhibif "A" referred to in the Afi~idavit of Christopher
~mmat# sworn April , 2 19

_ ... .~ __
`.

~ ¢~~~,

8re~~~r ~.L1~
~t 

~olictt~~
~ ~~c~ar, ~~ Nord

Loy ~ ~°~~~~r~
1~ ?~~



Exhibit "A" —Partnerships

Kraus Brands LP

232878 LP (flk/a Kraus Canada LP}

2328~U9 LP ~flkla Kraus Carpet LP}

X328710 LP {flk/a Kraus Properties LP)
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~VUt`~ F~{~-r Nth. ~i~"~ ~'r~~}~~J~-~{}~~..

Q~T~~~~

~u~~~~Q~ ~:~~~~ ~~ ~~~f'~~

~C3~I~MERC~AL L~~ST

THE Ht7NOL~RAI~l.E f~R. ~ TUE~QAY, THE ~1TH

~ DaY 0~ ~EPT~h~B~R, 2418
JUSTICE PENNY ~ ~s ~t°t~tend~ed end re~t~ted on~:...~

:~~~~~ ~ ~ ~ TU~SQAY, THE 'f $~~

~~ a ~c ~ DAY ~~ ~~PT~EM~ER, 2'18
~..~~ .

~., ~
~ ~ ~:;: ~
,~g ~~ ~: ~~~:

:..,~~,~~~..~... ~ ~ 985, ~. C-3~, ~t A~~~[~~~

ANA ~N THE ~aTT~R. C.)~ ~ ~L 1~ G~ CC~1I~IPRO~IA1$E C~~ ARRA~t~~MENT ~F'
~tR~4lJ ~RAl~DS INC., K~U~ +~A~A~A LTA., KR~U~ CARPET 1i~~.,

~4~tAU~ P~t.~PEf~~`I~ t'~C., ~tf~~~ U~~11~JC., ~~d ~1`RUD~X [~C.

~ppli~~~ats

, _ ,~ ~ -,

THIS Al~P~I~ATla~f, made by the ~pp~~c~nts, pursuant #~ the Corr~panies'

~r~a~itors Arrang~men~ pct, ~.~.~. ~ 985, c. C^~~, ~~ amended ("~CCAA"} eras heard this

dad at 33~ University Avenue, Toronto, C~nt~r~~.

~N READih~~ the ~ffaia~Wit of ~hrist~ph~r Emmett srnrorn ~~pt~rr~ber 1 ~, ~Q1 ~,

and the ~x~ribits thereto ("~n~t~~~ A~fid~~r~#~), end the pre-fling report of t~~ p~opo~ed

manitar, De~ottte h~e~#~ucturing lnc. ~"~or~itc~r"}, d~t~d Septe~b~r ~~, 208 ~"~r~-F~iing

~~pQr~'~, and an hearing the Submissions of counsel fir the Applicants and the

part~ershi~s li~t~~ in Schedule "A" he~eta ("~a~rtr~~r~hip~''} and counsel for tie Monita~,

and +coun~e~ for V1fe11~ Fargo Ca~it~l ~in~nc~ Corpa~ration Canada t"i~~il~ ~a~r~o"} such

other counsel as ~rere ~~esent and wished to be h~~rd, no acne app~ar~ng for any other



party afthoug~ duly served as a~p~a~s from the ai~idavits ~f service, filed, and on

reading the consent of Qeloitte Restruc#uring Inc. to ~c~ as fihs I~ionit~r,

s~~~rc~

~ . TH15 COURT t7R[~~RS that the time tar sen~~c~ of th$ Notice of Ap~lie~tion and

the Appfnation Record is hereby abridged and validat$d sv that this Appiic~#ion is

property r~t~rnable today and hereby dispenses with further serWic~ thereof,

APRLtCA~'It~N

2. 7`H IS C~UFiT t7RDERS A~L~ ~ECt..ARES #hat the Applicants are compan~~s #o

which the C AA applies. A~thflugh riot Applicants, the Partnerships ~~ogether v~rith the

Appl~canfs, the "Kraus Grr~up"~ sh~l! enjoy the beneft#s ~f the prc~~e~ctions and

authorisations provided by this order,

PLAN CfF ARRA~iC~l1~~NT

3. THIS ~C7UR~' ORDERS that the Applican~~ shall have the aufihori~y to f[le and

may, subject to further order of this Court, fie nth this C~ur~ a pion of comprorr~ise or

~rr~ngern~nt {hereinafter referred to a~ the "Pl~n~}.

P~SSESSf t)~f U~ RROPI~RTY AND t~1~E~r~TIt~NS

4. THIS CtJU RT CJF~DERS ghat the Kraus Group shall remain in poss~ssiar~ and

Gv►ntro! of ifis current end fiuture assets, un~er~akin~s and prt~perti+~s of every nature and
kind whatsoever, and wherever situate including Ali proceeds ~here~f ("property"}.
Subject to further order of this Court, tl~e Kraus Gaup shad continue fo carry on
business in a rnann~r consistent with the pr~:servation of its business ~"Business"~ anc~
I~roperty. The Kr~u~ Group is authorized and empowered to continue to retain and
employ the employees, consultants, agents, experts, accountants, counsel and such
other persons ~collec~ively "Ass~st~nfs"~ currently r+~fa~n~d ~r employed b~ it, vrrit~
liberty to re#a~n such ~ur#her Assist~nt~ as it deer~ts reasonably necessary ar ds~irable ire
tY~e ordinary course of business or for the carrying au# of the terms of this 4~der.



5. THIS COURT ORDERS that the Kraus Group shall b~ entif~ed to con~~nue #o

u~il~ze the gash rr~anagement system curnen~ly in plac.~ as described ~n the lnitiaf

Affidavit or replace if with another substantially similar cash management system ~th~

"Cash tlRanagemen~ system"~ and that any present or future bank providing the Cash

Management System shall not b~ under any abli~at~an whatsoever to inquire into the

propriety, vatidiiy ~~ lega[i#y o~ and transfer payment, co~i~ctian or other action taken

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

~rQup o~ funds transferred, paid, call~~te~ or ~then~rise dealt with in the Cash

N[anagemen~ System, shall b~ entitl+ed to provide the Cash Management System

without arty fi~bility in respect th~r~of to any Persan has her~inaft~r defined) other than

the Kraus Group, pursuant to the berms of the documentation ~pp~icab~e to the Gash

Management System, end shall be, in its capacity as provider of the Cash ~lana~emen~

System, an un~f~ec~~d creditor under the Plan ~nri~h regard t~ and claims or expenses it

may suffer or incur in connection with the pr~visi~n of the Cash Management System.

6. THIS ~C7URT QRQEF~S that the Kraus Group shall b~ en#~tled but riot required to

pad the following expenses whether incurred prior ta, on or after the date Qf this CJrder:

(a} a!I outstanding and future wages, salaries, employee and pension beneffis,

vacation pay and sxpen~~s payable on or after the date ofi this Qrd~r, ~n each

ca~~ incurred in fihe ordinary course of business and consistent with existing

campensatia~ polices ar~d arrangements;

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

Kraus ~rQup in respect ~f these proceedings, at theirs#andard rates and

charges; end

~c~ amounts awing to vendors determined by the Kraus Group to be necessary in

order to ensure an uninterrupted supply ofi goods andlar se~riGes ~o the Kraus

~rvup that are material to the continued operation of the BusinBss, pr~vid~d

that such payments steal! not exce~~ in an aggregate amount ofi X10 rriiilion

and are approved in advance by the 1'~on~tor.



7. THIS COURT URD~RS that, except as ather~vise provided to the contrary

herein, the Kraus G~~up shall be ent~tied but not required to pay all reasonable

expenses incurred by fhe Kraus Group ~n ca~rry~ng an the ~us~ness in the ordinary

course on or after fhe date of this Order, and ~r~ carrying out the pro~ris~ons of #his Qrder,

and any other t~rder of this Cau~t, which expenses shall include, v►►~~houf limitation:

(a} all exper~s~s and capital expenditures reasonabl~r n~~ssary for the
preser~ration of fhe Property or the Business including, without limitation,
payments on account of insurance including directors and officers
~nsuran~e}, r~aint~nar~ce and s~~urit~ senric~s; and

fib} payment far goods or serrrices actually suppled to the Kraus ~r~up on or
after the date of this t~rc~er.

8. THIS GC,~►URT t~RQER~ th~~ the Kraus Group shall remit, in a~~ord~nce with
legal req uirements r or pay:

~a~ any s#~tutory deemed trust amounts in favour of tf~e Crown ~n right ~f Canada
or of any Rrovince thereof ar and other taxation autho~i#y ~rhi~h are require
to be deduced from empi~yees' enrages, including, w~hout limitation, amounts
in raspect of ti} employment insurance, (i~J Canada ~ensian Plan, viii} C~uebec
Pension Pian, and {ivy Encome tars;

{b~ all goods and services ar other appl~cab[e saes taxes (call~ctiveiy, Sales
Taxes") required fo be remitted by the Kraus group in cann~~ian with the
sate of good$ and services ~y the Kraus ~rQup, but only v~rher~ such Sales
~'ax~s are accrued ar collected after the date of this Qrder, or where such
Sales Taxes were accrued or collected prior tv the date of this Order ~u# not
required to be remitted until on or after the date of this Order; and

tc} any amount payable to the Crown in right of Canada or of any Provinc:~
thereof or any political subd'nrisian thet-eof ar any other ~axatian authority in
~esp~ct of municipal realty, municipal business yr other taxes, assessments
or I~v~es of any nature or kind which ire entiti~d at haw to be paid in priority t~
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cl~~m$ of secured creditors and which are attributable to Qr in respect of the

carrying on of the business by the Kraus group.

9. THIS COURT C~l~DERS that until a real ~rop~rty lease is disclaimed or resifiafed

in accordance with the CCAA, the Kraus Group shall pay all ~mount~ constituting rent

or payable ~s rent under real property 1eas~s (inc~udir~g, for greater cer~ai~nty, common

area maintenance charges, utilities and r~~lty taxes and an t other amounts payable tv

the landlord under the lease} or a~ ath~rwise may be negotiated between tie Kraus

Group and the landlord from time to ~~m~ ~"Rent"}, for the period commencing from and

including the date of this order, twice--monthly in equal payments on the fiirst and

fft~enth day of each more#h, in advance (but not in arrearsa. On the date of the first ofi

such payments, and Rent relating to the period commencing from and including the date

ofi this Order shall also be paid.

~ 0. THIS ~QURT +(JRDE~S thaf, except as speci~c~IIy permitted herein, the Kraus

Group is h~re~y directed, until further ar~de~ of this court: (a~} to make no payments of

principal, interest thereon or ot~srwise an account of amounts awing by the Kraus

Group tv any of ifs creditors as of this date; tb} to granfi no security interests, trust, liens,

ch~rg~s or encumbranr~es upon ar in respect of any of its Property; and tc} to not grant

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

Order or any other order of this Court.

~tESTR U+CTU Rl N G

1 ~ . THIS COURT aRDERS that the Kraus gaup shall subject to such rEquirements

as are imposed by the C~AAt ha~re the right to:

{a~ p~rmanenfly or ternporarEly cease, ~ownsize or shut dov~rn any of its Business

or Qperations, and to dispose of re~ur~dant or non-material assets not

exceeding $250,~a0 in any one Transaction ar $1 million in the aggregate in

any series ~f r~iat~d transactions;

fib) terminate fhe employment ofi such of its employees or temporarily Iay ofd such

of its employees as i~ deems appropriate; and



(c} pursue ~I1 avenues ~f restruc#ur~ng of its 8us~ness or ~raperty, in whaCe or

part, subject to prior approval of this Gaur~ hying obtained befiore any rn~terial

refinancing,

ali of the f~rego~ng to permit the ~{raus group to prace~d with an orderly restructuring of

the Business (the "Restructuring"}.

12. THiS CaURT ~JRD~RS that the Kraus Group shall provide each of the relevant

~~ndlords wi#~ nafice of the i~raus Group's intention fo remo~re any fixtures from and

leased prem~~es at least seven ~7} days ~r~or to the dale of the intended removal. The

relevant landlord shall be er~tif~~d to have a r~:presentat[ve present in the lea~~ed

premises to observe such removal and, if the [and[ord ~ispute~ the Kraus Group's

entitlement to remove any such fixture under the provisions of the l~a~~, such fixture

sha11 remain on the premises and shall be dealt wifih a~ agreed befinreen and appl'rca~ble

s~cur~d ct~editors, such landlord and the Kraus Group, or by further C]rder of this Court

upon app~ic~t~c~n by the l~raus Croup on ~t I~~st ~t~uvo (2} days notice fo such landlord

and any such secured cred~tars, ~f the Kraus group disclaims or resili~tes the leas

~overr~ing such leased premises ~n ac~rd~nce with Section 32 of the +GCAA, it shall not

be required fo pay Rent under such ~~ase pending resolution of any such dispute bother

than Rent payable far the nat~ce period provided for in Section 3215} of the CAA}, and

#h~ disclaimer or resili~ti~n of the lease shall b~ without prejudice to ~trte ~r~us ~raup's

claim to the fixtures in dispute.

'1 ~. THIS CaURT C~Rt3ER~ that if a nofiice of disclaimer or r~siii~tian is delivered

pursuant t~ ~ecti+~n 32 of the C~CAA, thin ~a} during the notice period prior to the

~ff~cti~re time of the disclairn~r or resilia~i~n, the landlord may show the affected Iease~

premises to praspectir~e tenants during normal business hours, an giving the Kraus

Group and the Monitor 24 hours' prior written nonce, and ~b~ ~t the ~fifectiv~ time of the

disclaimer or resi~iation, the rslevan# landlord shall be entitled tQ take possession of any

such leased premises w~th~ut waiver of ar prejudice tai any clairn~ or rights such

landlord nnay have against the Kraus Group in respect of such [easy or leased

~rernises, provided that nothing herein shall relieve such landlord of its obligation t~

mi~igat~ any darrtages ~la~med in connection th$re~th.
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NO PRC~~EEDINGS ACAINSY THE K~1US GRC7UP fi~R THE PRf~P~RTY

14. THIS ~aURT ORDERS that until and including Qctaber 11, 20~ 8, or such later

date as this Court may order ("Stay Period"}, no proceeding or enforcernenf process ~n

any court or tribunal teach, a "Proceeding"~ steal! be commenced or continued against

or in re~pe~t of the Kraus Group or the Monitor, or affi~c~ing the Business ~r the

Property, except rrvit~ the t~rritten consent of the Kraus Group and the Moni~Qr, ar with

leave of this court, and any and alt Proc~~din~s currently under way against ar in

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

and suspended pending further Qr~der ~f this court.

Nth EXERCISE QF RIGHTS CSR REMEQI~S

~5. TH1~ CURT aR~~RS that during the Stay Period, all rights and remedies of

any individual, firm, corparat[on, go~ernm~n~al body or agency, ar any ether ent~t~es (aft

of the far~gaing, collecti~rely b►~ing "Persons' and each b~in~ a "Person"} against or in

respect of the Kraus Group ar the 1~onito~, ar affecting the Business or the Property, are
hereby stayed and suspended ~xcep~ urith the written consent of the Kraus Group and
the Nion~fi~r, or leave ~f this Court, provided that nothing in this Urger shall (i} empower
the Kraus ~raup fo carry on any business which the Kraus Group is not I~wfiully entitled
to carry an, (~i} affect such investigations, actions, suifis or proceedings by a r~~ulatory
body as are permitted by Se+ctiort 1'i.'~ of the CGAA, ~Eii~ prevent the fling of any
registration to presence or perfect a security interest. ~r {iv} prevent the reg~strataon of a
claim for lien.

too iNY~~FE~t~tv~~ v~r~TW F~i~wT,s

'1 ~. THIS Gt~URT GRaEa~ that during the stay Per~ad, no Peron shall discontinue,
fail to honour, alter, interfere with, repudiate, terminate or cease to perform any right,
renewal ~ght, contract, agreement, licence or permit in favour of oc held by the Kraus
Group, except irvith the written consent ~f the Kraus Group and the Monitor, or leave of
#his Court.



CC~NT~hiUATitJN aF S~R~►1C~~

1 ~. THIS CQURT ORaERS ghat +during fhe Stay period, all Persons having oral or
written agre~menfs with the Kraus group or statutory or regulatory man~afes fior the
supply +of foods andl~r seruices, ir~clud~ng without limifiataon all corr~puter s~ftwa~e,
cammunica~ion and other d~~a services, centralized banking services, payroll services,
insurance, #ransportatic~n s~~vices, utility or other senr~c~s to the Business or the Kraus
Group, are hereby resfrain~d until further C,~rder ~f this Court from discc~nt~nuing,
aftering, interfering with or terminating the supply of such gods or services as may be
rec~uir~d ~y the Kraus ~r~u~, and that the Kraus Group shad be ~ent~tled to the
continued use of its current prernis~s, telephone numb~r~s, facsimile numbers, intern~t
addresses ar~d domain Haines, provided in each case that the r~orma! prices or cha~~es
far all such goads ar ~~rvi~es received after the date of this ~3rd~r are paid by the Kraus
Group ~n accordance with nQrm~l payment ~r-actiGes of the Kraus Group ar such other
practices as mad b~ agreed up~c~n ~y the supp~iec or service provider an+d each of tf~e
Kraus Group and the ~!l~n~tor, ~r as may be ordered by this court.

nft~n~-D~Ra~AT1oN ~F RtGHTs

18. THIS CURT' aRDER~ that, na~vrri~hstanding a~y~~ing else in this girder, no
Persar~ shall be prvhi~it~d firam requiring imme~ia~s payment for goods, seniices, use of
lease or 1~censed property or a~her valuable ca~siderati~►n p~v~rid~d on or after the date
of this ~r~er, nor shall any Person be under any o~Ii~ati~n on ar after the date of this
~Jrder~ to advance or r~-ad~ranc~ ar~~ monies or otherwise extend a ny credi# to the Kraus
group. IV~thin~ in this Carder shall derogate from the tights confi~rred and ob[igatlon~
imposed by the CGAA.

PRU~E~D~N~S AC3AINST D[RECT+aRS AND 4~~fCERS

1 ~. THIS ~OUR`~ ~RD~F~S #oaf during the Stay Period, aid except as permed ioy
subsection 11.~3~2} of the C~~1A, no Proceeding may be commenced or continued
against any flf the farmer, current or future directors or ~f~cers of the Kraus group with
respect to ar~y c~a~m against the directors or officers that arose b~fa~e the date hereof
and ghat relates t~► and obligations of the Kraus Group ~rher~by► the directors ar officers



are alleged under any law to be l~a~le in their capaG~ty as directors or aff~~rs for the

payment or performance of such ab~igat~ans, anti[ a compromise or arrangement in

respect of the Kraus gaup, if one Is filed, is sanctioned b~y this Court or is refused by

t1~e creditors of the Kraus group or #his court,

DiRECTt3~tS~ A{~D aFFICERS' INDEMNI~ICATItJH AND ~MA~CE

2~. TH1S Ct~URT t~RDERS that the ~r~us Graup shall indemnify its directors and

Off~cers against o1~Iig~tions end liab~~it~es ~haf They may incur a~ directors or aff~cers afi

fhe Kraus Group after the carnmencement ~f the within proceedings, exc~p~ to the

extent that, v~rith aspect to any officer or director, the obiigafian ~r liabili~jr was incurred

as ~ result of the ~~rectar's or offGer`s gr~s~ negligence or wilful misconduct.

2~. TNIS ~4URT CJ~DERS that the directors and officers of the Kraus group shall

be ~entitied to the benefit of and are hereby granted a charge ~"Directc~r~' ~harg~~~ nn

the Properly, which charge shall not exc~~d ~n aggregate arrtaunt ~f $'[ miliian, as

security for the indemnity provld~d in paragraph 20 of this Order. Thy Directors' ~harg~

shall have the p~~orj~y yet out in paragraphs 3Z and 3~4 herein.

22. THES CQURT QRL~~R~ that, not~th~tanding any language in any applicable

insurance ~oljcy to the contrary, ta} no insurer shall be entitled to be subrogated to or

claim the benefit of the C~irecf~rs' charge, and {b) the Kraus group's dir~cfo~s and

officers shall only be anti#I~d t~ the ben~ft of the Directors' charge to the ~x~ent that

they do not have coverage under any directors' and affirers' insuranr~ policy, or to► the
extent that such cvve~ag~ is insufficient to pay amounts ~ndemnif~ed in act;ardance with
paragraph ~p of this t}~der.

APPt~INTM~I~~' C~~ 11~f~1NITt)~i

23. THIS CURT f3F~~ERS that Deioifte Restructuring Inc. is hereby appointed
pursuant to ~h~ CCAA as the Monitor, an officer of #his ~our~, to mvnitQr the business
and fiinancia~ affairs of the Kraus Group with the powers and vb~igat~ons set out in the
CCAA or set forth herein and that the Kraus Group and its shareholders, of~icet~,
directors, and Assistants shad advise ~e iVlon~fior of a!~ mat~riat steps taken by the
Kraus group pursuant to this t~rder, and shall co-operate fully with the Monitor in the
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exercise of ifs dowers and d~s~harg~ of its obligations and proved$ the I~lonitor with the

~ss~s~ance that is neces~ar~r to enable the Ni~nitQr tv adequately carry gut the f~Aon~or's

fiunctions. `

24. THIS Ct~URT C}~~3ER~ that the Mon~or, in ~dd~t~~n to its prescribed ~ighi~ and

obligations under the G~Aa, is hereby dir+~cted and empov~rered to:

ta) monitor the Kraus Group's receipts and d~sburFements;

fib} report to this ~~urt at such times and intervals ~s the Monitor may deem

appropriate wifih re~p~ct to matters r~[ating t~ the Pr~~erty, the Bus~n+ess, end

such other matters as may be relevant ~o the proceedings herein;

(c~ assist the Kraus gaup, to the e~~nt required by the Kraus Group, in its

dissemination to Wells Far~a of fnancial and other infarmatior~ as required by

the ~orbearan~~ Agr~~m~r~t has defined in the Initial ~4ifidavit);

~d} advise the Kraus taroup in its development of the Plan and arty amendments

to the Plan;

fie} assist the Kraus Group, to the extent required b~ the Kraus Gr~u~, with the

hoidi~g and admini~#eying of creditors' ~r shareholders' mee~~ngs for gating on

the Plan;

(f~ have fulC and ~vmplete access to the Propet~fyy, including the premises, books,

r~cards, data, in~lud~ng data in el~~tr~n~c form, and otf~er financial documents

of the Kraus Gaup, to the eaten# ghat is necessary to adequately assess the

Kraus Group's busEness and financial affairs or to perform its duties arming

under this Order;

tg) be at liberty to engage independent iec~a~ c~unse~ or such other persons as

tie ~onitar de~rns nsces~ary► ar advisable ~e~pecting ~h~e ex+ercise of its
~ow~r~ and performance of ids obligations under this Order; and

(h~ perform such other duties as are required by ~hfs Order ar by this Court frorri
time #o time.
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~5, THIS COURT ORD~~S that the IVEonitor shall not tike possession of the

Property and shall take no part ~nrha#~~~ver in the management or supenrisian of the

manage~n~nt of the Business and shall not, ~y fulf Bing its obl~~ations hereunder, be

deemed to have taken ar maintained possession or con#rol of the ~3usiness or Prope~,jr,

or any part thereof.

26. THIS COURT C~F~[~ERS that nothing h~r~~n contained sha[I r~uire the 11~~nitor to

occupy or tv take control, car~~ charge, po$~ess~on ar management ts~parate(y andlar

collectively, "Pos~e~siar~"} ~f any of the Properly that might be envir~nrn~ntaliy

cantam~nated, might b~ a pollutant ~r ~ contaminant, ~r might cause or contribute to a

spill, discharge, release or deposit of a substance ~antrary to any federal, provincial or

other 1a~r respecting the pro~ec~ion, Gonserv~tion, enhancement, rerr~ediation ar

rehabi~i~at~on of fide environment or relating to the ~is~osal of waste ar other

contamination incl~d~ng, without limitation, the GanadTar~ Envfronm~enta! Pno~ec~ion Act,

the C)ntat~o En~rlr-onme;~~~! Prr~tecfl~n ~cf, the Cantarro V'V~~~~r R~sour~ces Aci~, or tie

~ntar~a ~ccup~~iorra! Health anal Safely Apt ar~d regulations thereunder the

"environmental Legislation"}, prouided however that nothing herein shall exempt the

Ni~nitar frarr~ and duly to r~p~rt or made disclosure imposed by applic~bl~

~n~rironmental Leg~siat~on. The lt~onitor shall not, as a result of this t~rd~er or anything

dine in pursuance of the Monita~'s duties end powers under this Qrder, be deemed ~a

b~ in P~ssessi~n of any of the Prapert}~ ~rithin the meaning of any environmental

Legislation, unless it is actually ~n possession.

27, THIS G4tJRT ORDERS that that the h~onitor shat! provide any ~reditar ~f the

Kraus Group Sri#h infarm~~ion prav~de~ by the Kraus Group in response to reasQnabl~

requssfis for it~form~tion made in writing by such cred~tar addressed to the Ill~oni#or. The

Monitor shall not have any res~►onsibility or I~~bility with respect to the information
disseminated by i~ pursuant tv this paragraph. in the case of information that the
Monitor has been advised by the Kraus Group is confid+~ntial, the Monitor shall not
prawide such information to cr~difors unless othen~vise directed by this Court or on such
terms as the ]Monitor and the Kraus Group rn~y agree.
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2S. T'HiS C~UaY ORDERS that, ~n addition to the rights and protections afforded the

1l~on~tor under the CAA or as an o~fi~r of #his Court, fhe 1Vionit~r sha~~ incur no liabit~y

or obligation as a result of ~s appointment ~r the ca~r~~ng out of the p~ravisians of this

Order, save and except for any gross negligenve or wilful misconduct on ifs part.

Nothing in this C~r~er shall derogate from tF~e protections afforded the I~,l~~nitor by the

CCAA or any applicable legislation.

29. TN~S ~~l1RT t~RDEF~S ghat the M+ani~or, cQ~ns~l tQ the Monitor and counsel to

the Kraus Group shall ~e paid their re~sonabl~ fees and d~sburs~ments~ ~n each case at

#heir standard rates and charges, by the Kraus group as part of the cos#s of th~s~

prac~~dings. T'he Kraus group is hereby authorj~ed and dire~te~ tea pay the ac~o~nts

of the lUlar~itor, c~unsei for the 1t11onitor end counsel for the applicant on a monthly basis

and, in addition, the Kraus Group is hereby authorized tv pay to the fi~oni~or, c~unsef to

the Ma~nitor, and eaur~se! #o the Kraus gaup, r~~ainers in the aggregate amount of

$1 aQ,O~a to be he[d ~y thorn as security for paycnen# of their r~spect~ve fees and

disbursements outstanding from ~ir~te to time.

30. THlS Ct~tJRT ~RDE~S that the h~onitor and its legs! c~uns~el shall pays fiherr

accounts from time tp time, and fQr this purpose the accounts of the Mini#or and its

legal coun~e! arm hereby referred to a judge of the ~ommerc~al List of the ~7ntaria

Sup~riar Gaurt of Justice.

31. THIS ~C~URT C~RC~~RS that the Mon~t~r, counsel to the Monitor, ~f any, and the

Kraus G~aup's counsel shall be ~rtt~tle~ to fhe benefit ~f and are hereby granted a

charge the "Adrrt~n~~tr~ti~n ~harge~'} ort fhe Pra~~r#y, which charge shall nod exceed

an aggregate amount of ~'~ mi~~~an, as security for their prof+ess~anal fees and

disbursements jncurred at #h~ standard rates and charges of the !Irllonit~r and such

counsel, bout before and after the making of this Omer in r~s~e~t of these proceedings.

Thy Administration charge sha11 have the priority set out in paragraphs ~2 and 34

hereof.
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V/4L1Di'CY ANt~ PRlt~RITI( ~~ CH~RC~S ~R~A►TED B~ THIS t~RDER

32. THIS G~ClRT ORDEF~S that the priorities of the D~rec~ors' Charge and the
Administration Charge 4colle~~vely the u~har~gesn), ~s among th~r~, shat! be as f~Ilows:

F~r~st ~- Adm~nlstration Charge Ito the maximum amount of $'1 millian~; and

Second -- Directors' Ghar~e ~#o tie max~rnum amount of $1 million}.

33. TM IS Ct]l1RT t~RL~~RS that ~~ ~I~ng, r~gistrat~an ar perfection of the Charges
Shad nab be requ~re~, and that the Charges ~h~il be valid end enfr~rceable for ail
~urp~ses, incEuding 2~s against any right, title or interest filed, re~ist~red, recorded or
pertected subsequent to the charges coming ~nta ex~sten~ce, no~withstand~ng any such
failure to ale, re~ist~r, cord ar p~~fe~.

34. THIS COURT ~RD~F~S ghat each of ~h8 Charges shall constitute a charge on
fhe Property and such Charles shall rank in priority to a!1 other security inforests, trusts,
liens, charges, encumbrance, and claims of secured cred~#ors, statutory or otherwise
tcol~ecti~refy, "Encumbrance~~) ~n favour ~f any Person.

35. THIS CQUf~T aRI]ERS that except as otherv~rise ~xpressiy provided for h+~rein,
or as may be approved by this Court, the i~r~us Group shad not grant any
Encumbrances ever any Pra~erty that ranK ~n pr~ar~ty to, ar pari passe with; and ~f the
Charges unl~~s the Kraus Group also obtains the prior written consent of the ~llonitor,
and any other Persons entitled tv the ben~~it of the C~arg~s {"Chargers"}, or further
order of this Court.

3~. TMIS C~uRT C)Ri~ERS that the Charges shalf nab be rendered in~rali~ or
unenforceable and the rights and remedies of fh~ ~hargees f~ereunde~ shall not
otherwise ~e limited or impaired in any w~~ by (a) the pendency of these proceedings
and the ~eclara~i~ns of insofv~r~c~ made herein; fib} any app~~cation{s~ far bankruptcy
ord~rts} issued pursuant to BIA, yr any bankruptcy order made pursuant eta such
applications; {c~ the fling of any ~ssi~r~men~ for the ~~neral benefit of creditors made
pursuant to the B1A; ~d) the provisions of any federal or ~ravincial statutes; or ~~} any
negative covenants, prohibitions or other similar provisions with respec# to b~rrawin~~,
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in~urr~ng debt or the creation of Encumbrances, contained in any existing Io n

documents, tease, subtea~s~, offer to lease ar other agreement ~c~llecti~~ly, an

"l4gre~rnent"} which bind$ the Applicant, and notwithstanding any prav~s~on to the

contrary in any Agreernen#:

~~} the creatlan ~f the charges steal! create or be deemed to cans~~tu~e a br~~ch

by the Kraus Group of any Agreement to ~vhi~h ~t is a part;

tb) nine of the Gharge~s shall have any liability to and Person avh~t~~ewer as a

re~uft ofi any breach of any ,~►greement caused by or resulting from the
~rea~tion of the charges; and

~c} the ~►aym~nts made by the Applicant pursuant to this ~r~der and the granting
of the charges do nvt and r~rE~f not constitute preferences, fraudulent
canveyanc~~, transfers at undervalue, oppressive conduct, or ~a~h~r
challengt~able ~r voidable ~ra~sac#ions under any applicable la~nr.

37'. THIS C~JIJRT aRDER~ that any Charge created by this Carder over leases of
real property in Canada shall only be a Charge in the Kraus Group's interest in such reel
properly leases.

~ERV~~E 14~lD Nt}TICE

38. TH1S CtJU~T C~RC~ERS that the Monitor shill (a} without d~la}~, publ~~h ~n the
G~ob~ and N!a'rl a notice containing the information prescribed under the CCAA, (b}
~rithin five days after the d~t~ of #his Order, ~i) make this Qrder publicly available in the
manner prescribed under the CGAA, iii} send, in the prescribed manner, a n~tic~ to
e~rery known creditor who has a claim against the ~Craus Group of more than $'~,aoa,
and {iii prepare a i~st showing the names and addr~ss~s of hose creditors and the
estimated amounts ~f those claims, and make it publicly available in the pres►cribe~
manner, alt in ac~~rdanc~ w~~h ~ectfon 2311 }{a} of the ~~Aa an+d the regulations made
#hereunder.

39. THIS CUURT 4f~QERS that the E-Service Pro#ocol of tine Cammerc~al List
(~Protaco~~} ~s approv~o~ and adopted by reference herein and, in his proceeding, the
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service ofi d~cumen~s made In accordance with the Protor~I which can be found an fhe

~ommerc~al List vr►ebsi~e at F~ :Ilwr~vw. n ~o~o rts. alsc'1 tactics/ actice~
~ re~ctions~~t~ or~tale+ rvic~- r_ tocQi sf~all bye ~ralid and e~fe~t~ve service. Subject t~
Rule 17.05 this Order shalE ~ar~stitu#e an order for substituted service pursuant to Rule
~i~.~4 of the Rules of Civil Procedure. ~ubjeGt to Rine 3.4~ (d) ~~ the Rules of Civil
Procedure and par~~raph 2~ of the Pratacol, service of documents in accordance with
~h~ Pr~tacol ~rr#Il be effective on transmission. This Gourd further. orders that a base
11Vebs~te shall be established in accard~nce with the F'ratvco~ ~ntith the faIlav~~ng URL
~nnruw.insa~v~nces.delot~~.ca~en--~~IKr~us {" ebs~te"}.

~a. TH1S CUURT ORDERS th~~ the t!lionitor shall create, maintain and update as
necessary a lisp of all Persons ~ppe~r~ng in person or by couns~f in this proceeding
~"~ervic~ List'!}. Thy ~on~ta~ shat! past the Service list, as ma}~ be updated fram time
to tune, ors t~~ INebsite, prav~ded that the Monitor shat! have no iiab~~~y in respect of the
accuracy or timeliness of r~naking any changes to the Set~vice List.

41. THIS ~t~IJRT ORDERS that if the service or distribution of doGum+enfis in
accardanc~ with the Protocol is not pr~cti~able, the Kraus gaup and the Nlanitor arr~ at
i~berty to serve or distribute this ~cder, any ath~er ~nat~r~a~s and orders in these
proceedings, any notices or other c~rr~sp~ndenr~.e, by forwarding true copies thereof by
prepaid ordinary mail, cauri~r, personal del~v~ry ar facsimile transmission t~ the Kraus
Group's creditors ar a#her interested pasties at ~h~[r respective addresses as last shavWn
on the records of the Kraus group and that any such ser~rice ~r distribution by courier,
personal delivery ar facsimile tr~nsmis~ion shall be de~me~ to be received Qn the next
busin~s~ day following the dale a~ forwarding thereof or if sent by ordinary ma~1, on tie
thErd business day after mailing.

42. TN~S COURT aRDERS that tMe Kraus Group and the monitor and their couns~(
are at 1~beriy t~ serve ~r distribute this Csr~der, any other ma#~riais and orders as may be
reas~nab~~ required ~n these proceedings, in~ludirtg any no#ices, or other
correspondence, by fo~r~r~ing true t;op~es thereof by electronic message ~o the Kraus
Group's credo#ors or other interested parties and their advisors. for greater cer#ainty,
any such distribution ar service shall ~e deemed ~o be in satisfaction of ~ legal or
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judicial abiiga~ian, and notice requirements within the meaning of clause 3~c~ of the

EleGtronEc Commerce Pratectian Ftegu~atic~ns, Reg. 8'I ~~0-~--1 ~'a ~S4RIat1RS}.

GENERAL

43. THIS Ct~URT ORDERS ~h~t the Kraus Gaup or the Manitar may from time to

time apply ~o this Court far advice and directions regarding fhe discharge of ~h~ir

respe~~ive powers and duties hereunder or the interpretation of this t~rder.

~4. TEAS C~3URT ORDERS that nothing in this ~rde~ shat} preven# the ~1l~onitor from

acting as an interim receiver-, a receiver, a receiver and manager, yr a trustee in

bankruptcy o~ the ~Craus Group, the Business or the Property.

45. THIS ~aURT W~R~~Y REQUESTS the aId and rec~gnitiari of any court,

tribunal, regulatory a~ administrative body having jurisdiction in Gana~a ar in the United

States, to girr~ e~e~ to this Carder and to assist the Kraus Croup, the 11~anito~ and their

respectirre agents in ~artying out the terms of this order. All courts, tribunals, regu~a#ory

and administrative bodies are hereby r~spect~uE~y r~eques#ed to make such orders and to

provide such assistance to the Kraus Group and to the N~onitar, as an officer of this

Court, ~s may b~ necessary or des~rabte to give effect ~o this Order, to grant
representafiive status to Kraus carpet Ins. in any foreign proceeding, or to assist the
Kraus Group and the Monifior and their respective agents in carrying out the terms of

this Order.

X46. THIS CURT QRDERS that each of the Kraus ~raup and the Monitor be at

iibert~ and is hereby aufharized and empovtirered to apply to any court, tribunal,

regulatory or admjn~~trative body, whenever [mated, for the r~cogn~tion of this Qrder and

for assistance in carry~rtg out the terms of this Qrder, and that Kraus C~r~et lnc. ~s

authorized and empowered to act as a r~presentatnr~ in respect of the ~rithin

proc~edin~s for the purpose at having these praceed~n~s recagni~ed in a jurisdiction

ou#side Canada.

47. THIS COURT' URDERS that any int~reste~ patty including the Kraus Gaup and

the il~t~nitor} may apply to this Court to vary or amend this C)rder on riot less than seven
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t7'} days native to any ~~her party or ~~rties ~~~e~~ to b~ af~e~ted bey the Qrd~r ~+~ught ~r

upon such other notice, if and, as this court may order,

48. THIS C~UI~T C~RDER~ ghat C~nfid~nti~l Exhibit "A" to the Initial Affdavit and

Appendix "p" to #h~ Pre-Fiiin~ Report, ass will as Exhibits ~ and ~ ~~ the l~ffd~vit of

Swan Mingie, ~v~rorn ~ept~m~~r 1~, ~0~8, attached as Appendix "C„ ~o the Pre-Filing

I~~p~rt, b~ s~a~~d, kept confd~ntial end not f~rrr~ park of tt~e public record, but rather

shall be paced separate and apart from ail otf~er con#ants of th+~ Court file, in a sealed

env~l~pe attached to a nonce that s~~s out tf~~ ti#I~ oaf these ~roc~~dings and a

statern~nt fhat they contents are sub~~ect to a sealing order and ~h~ll only b~ opened

upon further ~Jrder of #his ~~urt.

49, THIS ~C~URT URCJERS that this t~rder ~r~d a~1 of i~~ provisions ire efifective as of

"f2:~1 ~.m. E~st~rn Standa~'dlD~y►I~ght Tine on the d~t~ of this ~rde~.

Eh1TER~D AT ~ INSCAIT A TQRtJI~TC~
OM / B4~~ NUJ;
t ~ J ~AN~ L~ RF I~TTAE Na:

~ ~ ~ ~~~~

•lP~~ !PAR.
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Sch~~ule "A" -- Partnerships

Kraus Brands LP

Kraus Canada LP

Kraus carpe# LP

Kraus ~'rope~ties LP

S#rudest LP
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Court file No.; C~1-18-~047~9-4a~L

~'1V ~'~R10
SUPERIC)R GaURT ~F JUSTICE

~Ct~MI1~ERCIAL L15T~

~' H E _"` E } TU ~S DAY, THE 9Tl~

M U~ h#f~ DAY QF a~T~78ER, 2Q"18~, -. }
~:

m

IN T QF THE CONfPalVl~S' ~`R~f3lTC}J4S ARf,~Al1~G~~~'N7 ~4~T, Q.S.C.
198, C. C~36, AS ~I~~NDEQ

ANQ IN THE I'~A1~1`~R t~F A PL1~N CaF CC)MPRt311Af~E C3R JaRRANC~M~~lT t»
~R~US BR~4NL~S 111l~., KR~►US CANADA LTD,, KF~AU~ ~A~tPET INC.,

K~tAUS PRC}P~R~'I~S f~t~.~ KRAUS USA tN~., and STRUDEX I~~.

Appt~c~nts

~n~~n~~~~ a~~~~
(Distribution to 11Ve11~ Fargo, Approval of L.iquidat~an Agr~ern~nt

and ~CA~4 Stay Extensianj

THIS N~OTiC3N, made by the Applicants and the partnerships I~sted in Schedule

"A" hereto ~callectiv~~y, the "Kraus Graup~) pursuant to the Companies' Cne~~~ors

Arrangerrrenf act, R.S.C. 1955, c. C-38, a~ amended ~"~GCAA~}, far an order, among

other things, (i} authorizing and directing C}eloitte Restructuring inc. ~"Deloitte"}, in its

capacity as court-~ppo~n#end monitor of the Kraus group ("N[onitor"}, to make ~

distri~uti~n to Wells Fargo Capital Finance Corporation Canada ~"Il~ell~ Fargo"}, in

partial satisfaction of its secured claim against the Kraus group; (ii} approving the asset

m~~keting agreement ~"~4ss~# l~Ilarket~ng Agre~m~nt"}, made between certain a# the

Appl~can~s (Broadloom Vendors"} and H~lco Indu$tria~ Acquisitions Canada ULC

("A+gent"} and dated as of October 2, 2418 in the form attached as Exhibit B to the



Affidavit of Christopher Emmott, sworn CJctob~r 2, 2018 ~"Third Ern~o~t Affidavit"}; {iii)

extending the Stay Period has d~fir~ed in paragraph 1A~ of the order of the Honourable

IVIr. Ju$tic~ Penny, da#ed Sep#ember 11, 201 ~ {"~nitia[ Carder"}}, as amended and

restated by order d~#~d September 18, 20 ~ 8, to and including January 9, 2019 ("Stay

Extension"}; (iv) approving the First Report of the Mannar, ~d~ted September 17, 2018

{"First R~po~tyi~, and the Second Report of the l~anitar, dated` October 4, 2 18

~"Second R~part"} end the activities of the Monitor as set out therein; and ~v~ approving

the M+~nitar'~ fees and disbursements and those of the It~lan~tvr~s counsel, Miller

Thomson LL.P, as set ou# in the Second Report was herd this day at 33+0 l~niv~rsity

Av~rrue, Taranto, Qn#ariQ.

(a1V READING, the notice of rno~ion dated October 2, X018, the Third Emmott

Affidavit, the ~ir~st Report, and the S~con~i Report, and on hearing the submissions of

counsel for the Kraus Croup, c+~unsei for the ~lonit~r, and counsel for Wells Fargo and

na one appearing for any other person an the se~ric~ I~st, although ~roperiy served as

appears from the affidavit of service, filed:

S~R~'IC~

1. THI,~ CQtJRT ~RD~RS that the time for service of the notice of motion, the

motion record, and the Second Report is hereby abridged and validated so that this

Motion is properly returnable today and hereby dispenses with fur#her service thereof.

2. THIS C~I~RT ORDERS t~~t any ~apitali~ed term used and gat defined herein

shelf have the meaning a$c~ibsd thereto in the Asset Marketing Agreement.
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ApPi~QVAL C7F ASSET MARM€ETING A{~RE~M~I~T'

3. THIS ~t~UF~~' ORDERS that the Asset Marketing Agreement be and it is hereby

authorized and approved and that the execution of the Asset Nlanag~ment Agreement

by the Braadlaom Vendors is hereby authorized and approved with such minor

arr~~ndments as the Bcoadioorn V~ndo~~ with the consent of the [Ulonitar} and the Agent

may agree to ~n writ;ng.

SALE

4. THIS ~C~llRT t~RDE~RS that the Agent is au#h~rized to market end sill the

Assets, free and c{ear a~ a~~ dens, claims, ~r~cucnb~ances, security int~~ests, r~r~rtgag~~,

charges, trusts, ~eeme~ trusts, executions, 1evi~s, f n~ncia~, monetary or other claims,

whither or nat such claims have attached or been perfected, regi~te~ed or filed end

whether secured, unsecured, quantified or unquantifr~d, cc~nting~nt or otherwise,

whatsoever and howsoever ari~~ng, and whether such claims arose or came in#o

existence prior to the da~~e of this Order or came into existence folla~nring the date of this

C)rder din each case, whether contractual, statutory, arising b~ operation of law, in equity

or otherwise) tal! of the foregoing, ~oljectively "Claims"}, including, without limitat~~n the

Administration ~h~rge, the Directors' Charge, as such charges are defined an the initial

C7rde~, and any other charges hereafter granted by #his Court in #here proceedings

~calfectively the "CCAA charges"}, and all Claims, charges, securi#y interests ar dens

evidenced by registrations pursuant to the Personal Property Securr~y Act t~ntario~ or

any other personal or movable property registration system (all of such Claims, charges

including the GCAA charges}, security i~tecests and liens collet#ively r~fe~red to herein

as "Encumbrances"}, which ~ncurrfbrances will attach instead to #ire dross Proceeds
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and any amounts due and payable by the Agent t+~ the E~roadl~arn Vendors under the

Asset ~11[anagemenfi Agreemen#, in the same order and priority as they existed on

~ctaber 9, 218 ~~Saie Camm~ncement Date"}.

5. THIS ~~URT C~RQER~ that subject to the terms of this C}rder and the Initial

t~rder, or any greater restrictions in the Asst i111arketing /agreement, the Agent shall

have the right to enter and use the Location and all related Location services and all

furniture, trade f'r~ctures, and ~qui~m~nt located at the ~.acation and o#her assets of the

Srr~~dlaom Vendors ~s designated under the Asset Management Agreement for the

purpose of conducting the sale, and for such purpas+es the Agent shall be ~~tit~e~ to the

ben~ftt of the Kraus Graup's stay of proceedings provided under the initial Order, as

such stay ~f proceedings may be ~~ended by further C~rd~r of the Caurt.

6. THIS COURT 4RD~RS that until the earlier of the date the A~~ets are removed

from t#~e Location o~ March 31, 2~~ 9, the Agent shall have the ~~ght to use the Kraus

Group's trademarks and logos relating to and used in connection with the Assts soleEy

for the ~urpas~ ~~►f advertising and conducting the sale in accordan~~ wifih the terms of

the Asset N1ark~tinc~ Agre~r~ner~t and this Order,

?. TH1S GOURT ~RDER~ that upon delivery of a Nlon~tor's certfificate to the Agent

substantially in the form attached as Schedule "B" hereto ("Monitor's Certificate"), and

subject tQ payment in full by the Agent to the Browloam Vendors of the Gross

Proceeds ar~d all other amounts due t~ the Broadloom Vendors under the ~4sset

~llarketing Agreement, all of trie ~rauS Group's right, title, ar~d interest in and to any

Assets shall vest absolutely in the Agent, free and clear of and from any and a!i Claims,



including without l~mit~ng the generality of the foregoing, the ~ncumbranc~S, and such

encumbrances will in~tea~ attach to the Gross Proceeds, and 2~1~ oth~~ arr~ounts due

and payable to the ~raadEoam Vendors under the Asset IIllark~t~ng Agreement, in the

same order and privri~r as they existed an the Sa{e ~ommencemen# Date. Nothing in

this paragraph 7 shaft discharge the o~ligation~ of the Agent pursuant to the Asset

Itllar~ceting Agreement, or the rEghts ar claims of the ~ro~~laom V~ndo~s in respect

#hereof including, r~ithou# limitation, the obligations of the Agent to account for and remit

the dross Proceeds to the Broadloom Vendors.

8. THIS COURT C~F~DER~ A►ND Dl~ECTS the Monitor to fills wi#h the Court a copy

of the Manito~'s Certificate forthwith after defiver~ thereof.

A~~A~T LI~~~LITY

9, T'titS Co~RT C}RDER~ that the }agent shall act solely as an went to the

Broadloom Venders and #h~~ it shall riot be ~iabfe for any claims against the 6roadfoom

Vendors other than as expressly provided in the Asst Mark~~ing Agreement ~inclu~ing

the Agent's indemnity obligations thereunder}. 1Ulore sp~cificaily:

{a} the Agent shall not be d~eme~ to be an owner or i~ possession, carp,
control or manag~n~ent of the Location, of the a~s~ts located therein or
associated therewith or of the Kraus Croup's employees ~ocafed at the
LQcatitin or any other property of the ~{raus ~rvup;

(b~ the Agent shall riot be deemed to be an employer, or a joint or su~~essor
employer or a related or common employer or payer within the meaning of
any legislation governing employment or labour standards or pension
benefits ~r h~aith and safety ~r other statute, regufatjon or rude of lave or



equity far any purpose whatsoever, and shall not incur any successorshi~

liabilities whatsoever; and

~c} the Kraus Group shall bear all respansibifity far any liability whatso~v~r

{including without limitation losses, ~os~s, damages, fines or awards}

~elat~ng to claims of customers, employees and any other persons arising

from events occurring apt the Location during and after the Term in

connection with the sale, expect in accordance with the Asset Mark~t~n~

A~reem~nt.

AGENT AN UNA~~EGTED C~~DITC)R

14. T[~I~ CaURT Q~RQ~RS that the Asset Marketing Agre~men~ shalE nt~t be

repudiated, resi~iated ar discla~me~ by the Sroadloam Vendors n~►r shalf the claims ~f

t#~e Agent pursuant to the A~sse# Marketing Agreement be comprised or arranged

pursuant to any plan of arrar~geme~t or compromise among the Kraus Group and its

creditors ("~lan~~. The Agent shall be treated as an unaffected creditor in #hes~

prace~dings and under any Flan.

~ 1. THE CURT ~RD~RS ghat the Broadloom Vendors are hereby authorized and

directed to rerni#, in accordance with #hie Asset ~ark~ting ~4~reernent, all amounts that

become duQ to the Agent thereunder.

92. THIS CURT C'~RDERS that no Encumbrances shall attach to any amounts

payable yr t~ be credi# or re~mburse~ to, or retained by, the Agent pursuant to the ~►sset

Marketing Agreement including, withou# limit~t~an, any amounts to be r~irnbursed by the

i~road[oam Vendors to the Agent pursuant to the asset Marketing Agreement, at~d the

Bro~dloam Vendors will pay such amounts to the Agent ire accordance with the As~~t

Mar#cet~ng Agreement, and at all times the A~en~ will retain such amounts, free and



~7-

Clear of all Encumbrances, natwifhstanding any er~farcement ar other process a~

Maims, al! in accordance with the Asset Marketing Agreement.

CLI~lUT ACCt~UNT

13. THIS ~l'3URT URGERS that no ir~dividua~, frrn, corporation, ~aWernmenta~ body

ar agency, or any other enti#ies (all of the foregoing, call~ctiv~iy being "~'er~ans" and

each b~in~ a "Person} shad take any action, including any collec~io~n or enforcement

steps, with respect to the Gross Pt~oceeds and the Gross Pra+~e~+ds deposited into the

~I~ent Account purswant to #h~ Asset Marks#ing Agreement.

~f 4. THi~ ~C~URT ORDERS that fih~ Gross ~'roce~~$ deposited in the Clint Account

by or on behalf of the Agent or Braadioom Vendors pursuant to the Asset Marketing

Agreement shall b~ and be deemed #o be held in trust for the ~roadlaom Vendors and

the Agee#, a~ tine cage may be and, e~rc+ept as otherwise provided in pa~agraph~ ~ and 7

of this 4cder~ no Person sha~1 have and clairt~t, ov~nership interest or other entitlement in

or against such dross Proceeds including, without limitation, by reason of any cl~irns,

disputes, rights of offset, set off, or claims for contribution ~r indemnity that it may have

against or relating to the Kr~uS Group.

D~STRtB~TiC~N TC.~ V1~ELL.S FARGU

15. ~'Ht5 G~~JRT ~JRDERS #hat the Monitor be and is hereby authorized and

directed to forthwith distribute $32,33~,~~~ ~~ Wells Fargo, together with such further

am~unt~ as may become available, in repay►m~nt of amounts owing by th+~ Kraus Group

to VIJelis Fargo relating ~o advances made under the credit agreement dated August ~,



t

2Q~l3 between Kraus Canada C.P, St~udex LP, i~raus Carpet LP and Kraus USA Inc. and

V1leEfs Far~a ~"i~le~ls Fargo D~stribution~).

~6. THIS +Ct~URT ~RD~RS tha#, notv~rithstanding:

(a} the pendency of these proceedings;

~~} any appiicat~on fir a bankruptcy order now or h+ereaft+~r issued pursuant to

the Bankru~a~cy end Ir~sotvency Act (Canada) t"BtA~} in respect of the

Kraus Group or any part thereof and any bankruptcy or~e~ issued

pursuant to any such applications; and

(~) and assignrner~# in bankruptcy made in r~spe~t of the ~4raus Group or any

pert thereof;

the Wells Fargo Distribu#ion sh~il b~ binding on and #rustee in bankruptcy that may b~

appointed in respect of the Kraus Group and shall not be void or v~ida~i+e by ~r~ditors of

the Kraus Group, nor shall it consti~ut~ nor be deemed #o be a fraudulent preference,

assigr~ment, fraudulent conveyance, transfer at undervalue, or other reviewable

transaction under th+e B!A or any other applicable federal or provincial Iegisl~tiQn, nor

shall i# constitute oppressive or unfairly pr~judi~i~! conduc# pursuant to any ~ppli~able

federal or prv►vin~'ra1 f~gislat~on and sha11, upon the receipt #hereof by W~11s Fargo, be

free of ail claims, li~n~, security interes#s, charges or encumbrances bran#ed by or

relating to the Kraus Grain.

STAY E~TENSi~]N

17. THiS ~C3URT' t?Rt3ERS that the stay Period (as def~n~d ~n paragraph 14 of the

InitEal tard~r} be and it is hereby extended until and including January 9, 2 19.



AF~PRUVAl. C7F i1AQNfTUR REPORT'S

18. THIS COURT t~RDEf~~ that the First Report end the Second Repart~ and the

activities of the M~n~tor r~ferre+d #a therein, be and ~h~y are hereb}r approved.

A~PR9~AL ~F FEES

1 ~. THIS C~tJRT C~RD~RS that fh~ fees and disbursements of ~h~ Nlanitor and its

counsel, Diller Tho►~sor~ L~.P, as disclosed in #~~ second F~eport, b~ and they are

hereby appraved.

GENERAL

.. 
~ 

. . 
• _ ~ ~ ... ~ , :ilk ~ ~ ~ . ~., ~ ~. ,: ~. F ~ ~ ~ ~. . . 

R.
~ ~

~~~t~t~a~, ~~ ~~t officer ~f this ~~urt, ~s ~~y b r~e~~~~~ry Qr d~~ir~ ~~ t~ g~~~ ~f~~ct t~

~hi~ ~rd~r, t~ g~~n~ repr~~~r~t~~iv~ ~t tug t~ ~r~u~ ~ar~~~ Inc. in ~r~~ for~i~n pra+ ding,

or tc~ ~s~ist ~~~ ~r~U~ ~r~up end ~h~ ~~nitor ~~d their r~~p~~tiv~ ag~nt~ in carrr~ing ~~t
.. .... .. . . ...... .. . . .. ._ .

the terms of this Qrder.
:::~m`~"~""µ

>:

•

• EtV'TEREU A~T j iNS ~ _ T A 1'C~RQNTC~
oN1Boa~~:
LE J DANS L~ REGISTRE N~;

OCT 2 5 2a~~

PER j PAR:



~~HE[3ULE ic~i~

Partnerships

Kraus brands i.P

Kraus Canada LP

Kraus Carpet LP'

K~~us i~r~perties L.P

Strudex LP



Schedule "B"

~on~tor's ~erti~cate

Court FEie hio.: ~V-~8-G44759-O~CL

SUP'ERIt~R ~~URT t1F JUSTICE
{CC~lVI~fERCiAL L~ST~

1 N THE NtATTE R CAF 1'H E ~OMPANIL S' CRFDI TARS ~4 RRA~1l G~'~~NT a CT, R.S.C.
1585, G. C-3~, AS ~MENC~EQ

ANC111~ THE MATTER CAF A PLAN C3F G~A~IPRt7~ttlS~ CSR ARRANGEML~IT ~~C~F
~F~~►US BRANDS INC., KRAUS ~ANAQA LTD., ~CRAt1S CARPET ENC.,
I~RAtl~ F~'Rt~P'~RTiE~ INC., KR~US USA tNC., and STRUDEX IiV~.

~1ppl~can~s

Nt~INITC3~'a GERTlF~~AYE

RE~CiTAL~

A. Cap~~a[i~ed terms nQt ath~rwise defined herein have the meanings

ascribed fio them in the asset marketing agreement {"Asset Marketing Agreerrient"),

dated as of October 2, 201 ~, between certain Qf the Applicants ~"~r~adi~orn l~end~rs~~

and Hi{co lndustri~i Acquisitions Canada UL~ ("gent"}, in the form ~tta~h~d as Exhibit

B t~ the Affidavit of ~h~is~tt~pher Emmott, sworn CJc#ober 2, 2018.

B. Pursuant to an Order of the Court dated C~c#ober ~, ~0~8, the Caurt

ordered that ail of the Assets shall vest abso~u#elf En the Agent, free and clear ~f and

from and and aft claims and encumbrances, upon the delivery by the f1lfonitar #~o the

Agent of a ~ert~ftcafie certifying #hat ~i} #h~ safe has ended, and {iii the Grass Prac~e~s

and a~~ o~h~r arnaunts dui anc~ p~yabie to the Broadloom Vendors under the Asset

IVlarketin~ Agreement have been paid in full t~ the Broadloom Vendors.



~. D~toitte F~estructuring inc., in its capacif~ as ~aurt-appointed ~ll~nitar in

the G~mpanies' Creditors Ar~angerrr~r~t ~tGf proceedings of the Kraus Groin c~rtifi~s

that it has ~~en informed by the Agent and the Braadl~om Vendors that:

'1. The gale has ended; and

2. The G~~~s P~ocseds and alt other amvunfis due and payable to the

Broad loom Vendors under the Asset Marketing Agreement have been

laid in full to the Broadloom V~r~dars.

D~1T~D as of this ,_,_ day of ____, 201 .

DE~~JITTE F~EST~tUCI'URING I[U~.,
sot~l~ in its capacity as Cour#-appointed
Muni#or of the Kraus Group, ~n~ nit ~n its
personal capacity

~}~;
tame:
Title:
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