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Court File No. CV-18-604759-00CL
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
(returnabile September 18, 2018)
(Motion for Sale Approval and Vesting Order)
Kraus Brands Inc., Kraus Canada Lid., Kraus Carpet 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 Honourable Mr. Justice Penny sitting on the
Commercial List on Tuesday September 18, 2013, 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;



(b)

(d)

-2-

approving the transaction ("TPS Transaction”) contemplated by the asset
purchase agreement between Kraus Canada LP, Kraus Properties LP and
Kraus USA Inc. (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”);

vesting all of the Kraus Sellers’ rights, fitle 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;

approving a certain transition services agreement (in support of the
Purchase Agreement) made between the Kraus Seilers 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’);

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;




(g}

(h)
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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;

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

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

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

THE GROUNDS FOR THE MOTION ARE:

Overview

(@)

(b)

The Kraus Group is a vertically-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").

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 |l Limited Partnership (“Red Ash”) the

aggregate amount of at least $148,170,248,

On September 11, 2018, the Applicants were granted creditor protection
and related relief under the Companies’ Creditors Arrangement Act,
R.5.C. 1985, ¢. C-36, as amended ("CCAA"), pursuant to the Initial Order

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



(e)

(9)
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11, 2018, and Deloitte was appointed monitor of the Kraus Group in the

CCAA proceedings (“Monitor”).

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.

The Purchase Agreement was concluded following a comprehensive and
extensive sales process ("Sale Process”) conducted by Deloitte

Corporate Finance ("DCF").

Given the breadth, duration and results of the Sales Process, it can be
demonstrated that no betler or higher offer could be obtained that would

generate more value for affected creditors.

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.



-5.

Sale Process, Purchase Agreement and Transition Services Agreement

(h)

(i)

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.

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”).

Potential Purchasers were provided with a confidential information

memorandum, upon execution of a non-disclosure agreement.

On Aprit 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 EO! 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.

On May 24, 2018, following the completion of the second phase of the

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

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

regarding the purchase price.




{P)
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On August 8, 2018, Q.E.P. Co,, Inc. signed the final LOI.

The sale of the TPS Business to the Purchaser pursuant to the Purchase

Agreement involves the following consideration:

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

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

Purchase Agreement).

The Purchase Agreement is conditional upon the receipt of approval and
vesting orders from the Canadian and United States Courts. The
Applicants intend to seek the appropriate relief from the United States

Bankruptey Court.

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.

The TPS Transaction would benefit Wells 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, importantly, the approximately 160

employees who will continue to be employed by the Purchaser.




(s)

(t)
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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.

The Applicants submit that the Purchase Agreement and Transition

Services Agreement should be approved because:

(i

(i)

(iif)

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

favourabie than those provided for in the TPS Transaction;

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

a liquidation analysis completed by the Monitor, filed as
Confidential 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 liguidated.



)

{y)

()

(aa)
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Pursuant to the Sale Approval and Vesting Order the Monitor shall 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.

The consideration to be received in the transaction is fair and reasonable,

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

the circumstances and was overseen by DCF.,

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

the creditors and cther stakeholders of the Applicants.

The Monitor recommends that this court approve the Purchase

Agreement.

The moving parties understand that the affected secured creditors, Wells

Fargo and Red Ash, support the relief sought herein.

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




(cc)

(dd)

Other

(ee)

(99)
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application, and (b} statutory super-priority deemed trusts and liens for

unpaid employee source deductions,

The proposed Amended and Restated Initial Order provides for the

charges to rank in priority to all Encumbrances.

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

the enhanced priority of the charges.

The provisions of the CCAA including section 36, and the inherent and

equitable jurisdiction of this Honourable Court;

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

Procedure, R.R.QO. 1980, Reg. 194, as amended;

Section 137(2) of the Courts of Justice Act, R.S.0. 1990, ¢. C-43, as

amended:; and

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:

(@)

(b)

The Emmott Affidavit and the exhibits attached thereto;

The Pre-Filing Report;
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(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
()  The Transition Services Agreement, to be filed; and

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

may permit.

September 11, 2018 CASSELS BROCK & BLACKWELL LLP
2100 Scotia Plaza
40 King Street West
Toronto, ON MAH 3C2

David S. Ward LSUC#: 33541W
Tel: 416-869-5960

Fax: 416-640-3154
dward@casseisbrock.com

Larry Ellis LSUC#: 49313K
Tel: 416.869.5406

Fax: 416.640.3004
leliis@casselsbrock.com

Erin Craddock LSUC #: 62828J
Tel: 416.860.6480

Fax: 416.644.9324
ecraddock@casselsbrock.com

Lawyers for the Applicants
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Court File No.: CV-18-604758-00CL

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 COMPROMISE 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.8.C. 1885, ¢. 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 L.P, 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.

LEGAL*46552877.¢
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ON READING, the Notice of Motion, the Emmott Affidavit, the pre-filing report
("Pre-Filing Report’) of Deloitte 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. The 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 all right, title,
interest, benefits, priorities, security interests (whether contractual, statutory, or
otherwise), hypothecs, mortgages, trusts or deemed trusts (whether contractual,
statutory, or otherwise), liens, executions, levies, charges, or other financial or monetary
claims, whether or not they have attached or been perfected, registered or filed and
whether secured, unsecured or otherwise (collectively, the "Claims”) inciuding, 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, 2018 (“Initial Order”)

LEGAL*46352877.1
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in this CCAA proceeding; (i) all charges, security interests or claims evidenced by
registrations pursuant to the Personal Property Securily 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, (all 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 all 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 andfor 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 to 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 e,
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 shall be of no further force and

effect.

8. THIS COURT ORDERS that in addition to the powers of the Monitor under the
Initial Order and the CCAA, the Monitor is authorized to act as escrow agent in respect

LEGAL*46552877.1
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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 Escrow
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 the
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 Act, 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 shall be entitled to use the
personal information provided to them in a manner which is in all 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 Act (Canada) in respect of ohe or more

LEGAL*46552877.1
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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 Order shall 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
appiicable 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 cour,
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.

LEGAL*46552877.1
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SCHEDULE “B"

Form of Monitor's Certificate

Court File No.: CV-18-604756-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT, R.S.C.
1885, 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
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 iisted 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 Lid. ("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
[DATE].

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

Per:

Name:
Title:

LEGAL*46552877.1




SCHEDULE “C”
Purchased Assets

{To be completed]

LEGAL*46552877.1




SCHEDULE “D”
Claims to be deleted and expunged from title to Real Property
[To be completed]

LEGAL*46352877.1




SCHEDULE “E”

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

(unaffected by the Vesting Order)

[To be completed]

LEGAL*46552877.1




SCHEDULE “F”

Escrow Agreement

{To be completed]

LEGAL®46552877.1
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Schedule “C”
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Court File No. CV-18-604759-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE MR. ) TUESDAY, THE 11TH
)
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 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-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 counse! for Weils Fargo Capital Finance Corporation Canada (“Wells Fargo”) such
other counse! 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 sc 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
controf of its current and future assets, undertakings and properties of every nature and
kind whatsocever, 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.

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, coliected 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.

8. 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; 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:

(@) 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)

8.
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payment for goods or services actually supplied to the Kraus Group on or
after the date of this Order.

THIS COURT ORDERS that the Kraus Group shall remit, in accordance with

legal requirements, or pay:

(@)

(©)

9.

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, (ii)) Quebec
Pension Plan, and (iv) income taxes;

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

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.

THIS COURT ORDERS that untif 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 landiord from time to time (“Rent”), 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, 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. THIS COURT ORDERS that the Kraus Group shall, subject to such requirements
as are imposed by the CCAA, have the right fo:

{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,

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 {o the date of the intended removal. The
relevant landlord shall be entitled to have a representative present in the leased
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premises to observe such removal and, if the landlord disputes the Kraus Group’s
entitiement 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 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
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 EXERCISE OF RIGHTS OR REMEDIES

15, THIS COURT ORDERS that during the Stay Period, all rights and remedies of
any individual, firm, corporation, governmental body or agency, or any other entities (all
of the foregoing, collectively being “Persons” and each being a ‘Person”} 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, (i} 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 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 entitied 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 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 righis conferred and obligations
imposed by the CCAA.

PROCEEDINGS AGAINST DIRECTORS AND OFFICERS

18.  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.
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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.  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;
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(¢} 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;

), 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 cbligations under this Order; and

(h)y  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.

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 environmentaily
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 Ontaric Water Resources Act, or the
Ontario Occupational Health and Safefy Act and regulations thereunder (the
“Environmental Legistation"), 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 CCAA or as an officer of this Court, the Monitor shali 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,

28. 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 Menitor 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.

3. THIS COURT ORDERS that the Monitor and its lega!l 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.

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 (fo the maximum amount of $1 miilion); 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.
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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 application(s) for bankruptcy
order(s) 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:

(@)  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




-14 -

conveyances, ftransfers 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
service of documents made in accordance with the Protocol (which can be found on the
Commercial List website at htip//www.ontariocourts.ca/sci/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 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
liverty 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 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).

GENERAL

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, 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. Alf 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.

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 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 ail 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 all of its provisions are effective as of
12:01 a.m. Eastern Standard/Daylight Time on the date of this Order.




Kraus Brands LP
Kraus Canada LP
Kraus Carpet LP
Kraus Properties LP
Strudex LP
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Schedule “A” — Partnerships
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Court File No. CV-18-804759-00CL

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 L.TD., KRAUS CARPET INC.,
KRAUS PROPERTIES INC., KRAUS USA INC,, and STRUDEX INC.
Appticanis

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

[, Christopher Emmott, of the Gity of London, in the United Kingdom, MAKE OATH
AND SAY:

1. | am a Director of Kraus Carpet Inc., one of the applicants herein. | have
knowledge of the matters hereinafter deposed, which knowledge is either personal to me,
obtained from a review of the documents referred to herein or, where indicated, based on
information and belief upon being advised by others, in which case | verily believe such

information to be true,

2. | 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").
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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 18, 2018, and is

attached as Exhibit “A” to this affidavit.

5. The objective of the Transition Services Agreement ig to preserve value by
ensuring a smooth and orderly going concern transition of the TPS Business from the
Kraus Sellers 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 of specific services, standards of
service, use of third party service providers, access to premises, compensation for

services provided, invoice disputes and termination rights.

Sale of Dalton Georgia Premises

8. 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 US.

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 Real Estate Purchase Agreement is also exhibited to the

Purchase Agreement as Exhibit “B", but was inadvertently not included in the version of
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the Purchase Agreement that was attached to my Initial Affidavit. A copy of the Real
Estate Purchase Agreement (with purchase price redacted) is attached as Exhibit "B" to
this affidavit. A copy of the unredacted Real Estate Purchase Agreement is attached to

this affidavit as Confidential Exhibit *A”.

8. The Real Estate Purchase Agreement was negotiated and entered into
concurrently with the Purchase Agreement. It is an Article 8.01 condition of closing of the

Purchase Agreement that the fransaction contemplated by the Real Estate Purchase

Agreement close prior to or simuitaneously 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 integrai slement of the TPS
Business which is being acquired by the Purchasers. The Dalton Facility is the
best-placed hub for the distribution of hard-surface flooring products to TPS Business

customers across the eastern United States.

10. The Dalion Facility lands and premises are subject to the Weils Fargo and Red
Ash security package (including deed fo secure debt and assignment of leases)
described in the [nitial 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
parce! with the TPS Business pursuant to the sales and divestiture process that is

detailed in the affidavit of Susan Mingie filed in support 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*46057411.2
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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 saie of the Dalton Facility as an essential
component of the overall agreement and in terms of the reasonableness of the aggregate

consideration to be paid to the Kraus Sellers.

13.  Tofacilitate the conveyance of the Dalton Facility lands and premises, paragraph 4
of the draft Sale Approval and Vesting Order contemplates a vesting of the property in the
Purchasers, | 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 sale 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-filing trade liabilities wiil not affect the overall consideration
from the Purchase Agreement as the purchase price is based on the net working capital

position of the business on closing.
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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 with the approval of the Monitor.

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

improper purpose.

SWORN BEFORE ME at the City of
WWederloo-Ferente, Province of Ontario on the 17th
day of September, 2018
A'\' Archig As¥, s Commiscloner, etc., ;
Province of Ordarto, whis & Student-at-Law,
Expires Juns 12, 2020,
Commissioner for Taking Affidavits CHRISTOPHER EMMOTT

{or as may be}
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This is Exhibit "A” referred to in the Affidavit of Christopher
Emmott sworn September 17, 2018

Arshia Ast, a Commissioner, ste.,

Province of Ontario, white a Student-al-Law,

Expires June 12, 2020,

Commissioner for Taking Affidavils {or as may be)
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TRANSITION SERVICES AGREEMENT

This Transition Services Agreement, dated as of [October @], 2018 (this "Agreement’), Is
entered into between Kraus Canada LP, a limited parinership formed pursuant to the laws of the province
of Ontario ("Kraus Canada"), Kraus Properties LP, a limited partnership formed purstant to the laws of
the province of Ontario ("Kraus Properties”), Kraus Carpet LP, a limited partnership formed pursuant to
the laws of the province of Ontario ("Kraus Carpet’) and Kraus USA [nc., a corporation incorporated
pursuant to the [aws of the siate 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 corporation
incorporated pursuant to the laws of Delaware {"QEP USA") and Roberts Company Canada Limited, a
company amalgamated under the laws of the province of Ontarlo ("QEP Canada”, and together with QEP
USA, the “Purchasers” and each a "Purchasers").

RECITALS

WHEREAS, Purchasers and Vendors have entered info that certain Asset Purchase Agreement,
daled as of September 10, 2018 {the "Purchase Agreement”), under which Vendors, have agreed to sell
and assign to Purchasers, and Purchasers have agreed to purchase and assume from the Vendors
substantlally ali of the assets and liabilittes related to the Business (as such term Is defined in the
Purchase Agreement), all as more fully described thereln;

WHEREAS, in order to ensure an orderly transition of the Business and as a condition to
consummating the transactions confemplated by the Purchase Agreement, Purchasers and Vendors
have agreed {0 enter Info this Agreement, under which each parly will provide, or cause its Affiliates to
provide, cerain sarvices to the other party, in each case on a transitional basis and subject to the terms
and conditions set forth herein; and

WHEREAS, capltallzed terms used herein and not otherwise defined shall have the meaning
ascribed to such terms in 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 provide, or to cause its Affillates to provide, 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") fo the other party for the respective perlods 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 shail be referred o heresin as
“Service Recipient’,

{) 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 Broadioom 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 this
Agreement and be subject in ail respects to the provisions of this Agreement as if fully set
forth on a Service Exhibit as of the date hereof.
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Subject to Section 2.3, Section 2.4 and Section 3.5, the obligations of the Service
F’rov!der under this Agreement fo 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

(@

(b)

(c)

Vendors represent, warrant and agree that the Services they are responsibie for shall be
provided in good faith, in accordance with Law and, except as specifically provided in the
applicable Service Exhibits, in 8 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 rescurces and qualified personnel as are
reasonably required to perform the Services In accordance with the standards set forth in
the preceding sentence,

Purchasers represent, warrant and agree that the Services they are responsible for shall
be provided in good faith, In accordance with Law and, except as specifically provided in
the applicable 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 Seclion 1.3, Purchasers agree to assign sufficient resources and quallified
personnel as are reascnably required to perform the Services in accordance with the
standards set forth in the preceding sentence.

Except as expressly set forth herein or In 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
merchaniability or fitness for a particular purpose, which are specifically disclaimed. Each
party acknowladges 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 continue to retain, third-
parly service providers to provide some of the Services to the other party. In addition, each party shall
have the right to hire other third-party subcontractors to provide all or part of any Service hereunder;
except that if such subcontracting 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 lo be unreascnably
withheld. Each party shall in all cases retain responsibility for the provision to the other party of Services
to be performed by any third-party service provider or subcontractor or by any of parly’s Affiliates,

1.4 Access to Premises.

(@

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 subcontractors who provide Services, at no cost fo the Service Provider,
access to the faciiities, assets and books and records of the Business or the Broadloom
Business, as applicable, in all cases to the axtent necessary for the Service Provider to
fulfil its obligations under this Agreement.

The Service Provider agrees that all of the employees of such parly and its Affiliaies 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 pelicies and procedures
of such party concerning health, safety and security, which are made known to party
providing the Services In advance in writing.
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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 parly's Affiliates are
providing the Services to Service Recipient under this Agreement, {a) such employees will remain
employees of the Service Provider or Service Provider's Affiliate, as applicable, and shall not be deemed
to be employees of the Service Reciplent for any purpose, and (b) Service Provider or Service Provider's
Affillate, as applicable, shall be solely responsible for the payment and provision of all 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, Service Reclpient shall pay to the Service
Provider the amount specified for each Service In the applicable Service Exhibit, In
additlon to such amount, If a party or any of iis Affillates incurs reasonable and
documented out-of-pocket expenses I the provision of any Service, inciuding, without
limitation, licence fees and payments to third-parly service providers or subcontractors,
but excluding payments made to employees or any of its Affillates under Section 2.1
(such inciuded expenses, collectively, the "Qut-of-Pocket Costs”), the Sarvice Recipient
shall reimburse the other parly for all such Out-of-Pocket Costs in accordance with the
invoicing procedures set forth in Section 2.2(b).

(L) As more fully provided in the Service Exhibils 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 inveices ("Invoices”), which shall set forth in
reasonable detail, with such supporting documentation as the other party may
reasonably request with respact to Out-of-Pocket Costs, amounts payable under
this Agreement; and

(i payments under this 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 o receive profit
or incur loss. If at any time a parly believes that the payments contemplated by a specific
Service Exhibit are materially insufficient to compensate it for the cost of providing the
Services it is obligated to provide hereunder, or a parly believes that the payments
contemplated by a specific Service Exhibit materially overcompensates the other party for
such Services, such party shall nofify the other party as soon as possible, and the parties
hereto will commence good faith negotiations foward an agreement in writing as to the
appropriate course of action with respect to pricing of such Services for future perlods.

2.3 Extension of Services

The parties agree that the Service Provider shall not be obligated to perform any Service after the
applicable End Date; except that if the Service Recipient desires and the Service Provider agrees to
continue to perform any of the Services after the applicable End Date, the parties shall negotiate in good
faith to determine an amount that compensates such party for all of Its costs for such performance,
including the fime of its employees and its Out-of-Pocket Costs. The Services so performed by the
Service Provider after the applicable End Date shall continue to constitute Services under this Agreement
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and be subject in sll respects to the provisions of this Agreement for the duration of the agreed-upon
extansion period.

2.4 Terminated Services

Upon termination or expiry of any or all Services under this Agreement, or upon the termination of
this Agreement in its entirety, the Service Provider shall not have further obiigations to the Service
Recipient to provide the applicable terminated Services and the parties will have no obligation to pay any
future compensation or Qut-of-Pocket Costs relating to such Services (cther 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 Invoice dispute, the disputing party shall dellver a written statement to the other
party no fater than ten {10) days before the date payment Is due on the disputed 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 the
period set forth In Sectlon 2.2{b). The parties shall seek to resolve all such disputes expeditiously and in
good falth. Each party shall continue petforming its Services in accordance with this Agreement pending
resolution of any dispute,

2.8 No Right of Set-off

Each of the parties hereby acknowledges that it shail 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 all
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 its ma;teriai
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 Party of a written notice of such fallure
from the Non-breaching Party seeking to terminate such service. For the avoidance of doubt, non-
payment for a Service in accordance with this Agreement and not the subject of a good-faith dispute shall
be desmed a breach for purposes of this Sectlon 3.2,
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3.3 Termination of a Service

A Service Reciplent may terminate any Service at any time prior to the applicable End Date by
providing written nofice to the Servige Provider upon no less than thirty (30) days pricr written notice.

3.4 Effect of Termination

Upon termination of this Agreement In its entirety pursuant to Section 3.4, all obligations of the
parties hereto shali terminate, except for the provisions of Section 2.4, Section 2.6, Section 2.7, Arlicle 4,
Article § and Ardicle 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 shall be suspended
during the pariod and fo 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 parly's reascnable contro! (such causes, "Force Majeure Events"): (i) acts of God,
(fiy flood, fire or explosion, (il} war, Invasion, riot or other civil unrest, (Iv) Governmental Order or Law, {v)
actions, embargoes or blockades in effect en or after the date of this Agreement, (vi} action by any
Governmental Authority, (vil} natlonal or regional emergency, or (viii} any other event that is beyond the
reasonable control of such party. The parly suffering & Force Majeure Event shall give natice of
suspension as scon as reasonably practicable to the other party stating the date and extent of such
suspension and the cause thereof, and the parties shall resume the performance of their respective
obiigations as soon as reasonably practicable after the removal of the cause. No party shall be liable for
the non-performance or delay in performance of Its respective obligations under this Agreement when
such fallure is due to a Force Majeure Event. The applicable End Date for any Service so suspended
shall be automatically extended for a period of time equal to the time lost by reason of the suspenslon.

ARTICLE 4
CONFIDENTIALITY

4.1 Confidentiality

(a) During the term of this Agreement and thereafler, the pariies hereto shall, and shall
instruct their respective Affiliates, employess, officers, direciors and third parly senrvice
providers and subcontractors (collectively, “Representatives"} fo, maintain in confidence
and not disclose the other party's financial, technical, sales, marketing, development,
personnel, and other information, records, or data, including, without fimitation, customer
fists, supplier lists, trade secrets, designs, product formuiations, product specifications or
any other proprietary or confidential information, however recorded or preserved, whether
written or oral {(any such information, "Confidential Information”). Each party hereto
shall use the same degree of care, but no less than reasonable care, to protect the other
party's Confidential Information as it uses fo protect its own Confidential infarmation of
like nature, Unless otherwise authorized In any other agreement batween the parties, any
party receiving any Confidential information of the other party (the "Receiving Party”)
may use Confidential Information only for the purpases of fulfilling its obligations under
this Agreement (the "Permitted Purpose’). Any Recelving Party may disclose such
Confidential Information only to its Representatives who have a need o know such
information for the Permitted Purpose and who have been advised of the terms of this
Section 4.1 and the Receiving Party shall be fiable for any breach of these confidentiality
provisions by such Persons; except that any Recsiving Parly may disclose such
Confidential information to the extent such Confidential Information is required fo be
disciosed by a Governmental Order, in which case the Receiving Parly shall promplly
notify, fo the extent possible, the disclosing party (the “Disclosing Party”}, and take
reasonable steps to assist In contesting such Governmental Order or In protecting the
Disclosing Party’s rights before disclosure, and in which case the Recelving Party shall
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only disclose such Confidential Information that It s advised by its counsatf in writing that
it is fegally bound to disciose under such Governmental Order,

{b) Notwithstanding the foregoing, "Confidential Information” shall not include any information
that the Receiving Parly can demonstrate: (1) was publicly known at the time of disclosure
to it, or has become publicly known through no act of the Recelving Party or fts
Representatives In breach of this Section 4.1; (i) was rightfully received from a third party
without a duty of confidentialily; or (i} was developed by it independently without any
rellance on the Confidential information.

{c) Upon demand by the Disclosing Farly at any time, or upon explry or termination of this
Agreement with respect to any Service, the Receiving Party agrees promptly to return or
destrey, at the Disclosing Farty's option, ali Confidential Information, If sush Confidential
Information is destroyed, an authorized officer of the Receiving Party shall certify to such
destruction in writing.

ARTICLE 5
LIMITATION OF LIABILITY; INDEMNIFICATION

5.1 Limitation of Liabitity

[n no event shall a party have any Habillty 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 opporiunity relating to the breach or alleged breach of this
Agreement, or diminution of value, or any damages based on any type of multiple, whether hased on
statute, contract, tort or otherwise, and whether or not arising from the other party's sole, Joint, or
concurrent negligence, strict liabllity, criminal fabliity or other faull. The partfes acknowledge that the
Services o be provided hereunder are subject o, and that the pariles remedles under this Agreement are
limited by, the applicable provisions of Section 1.2, including the limitations on representations, warranties
and conditions with respect to the Services.

52 indemnification

Subject to the Hmitations set forth In Section 5.1, Service Provider shall indemnify, defend and
hold harmiess the Service Recipient and s Affiliates and each of thelr respective Representatives
(coliectively, the "Indemnified Parties"}) from and against any and all Losses of the Indemnified Parties
relating to, arising out of or resuling 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 In connection with the provislon of, or faliure to provide, any Serviges fo the Service
Recipient, unless such loss is caused by the Service Recipient or ifs Affiliates.

5.3 Indemnification Procedures

The matters set forth in Section 7.08 of the Purchase Agreement shall be deemed incorporated
into, and made a part of, this Agreement.

ARTICLE 8
MISCELLANEQUS

8.1 Relationship Managers

Each party will designate from time to time one or more employees as its relationship managers
(each, a “Retationship Manager”) who will act as the primary contacts for such party with respect to all
matters releting 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 Hoit and Chris
Emmet, and the initial Relationship Managers for Purchasers are Mark Walter and Scott Stanton.
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6.2 Notices

Al invoices, notices, requests, consents, claims, demands, waivers and other communications
hereunder (each, a "Notice") shall be in writing and shall be deemed to have been giver: (a) when
delivered by hand (with written confirmation of receipt); (b) when received by the addressee if sent by a
nafionally recognized overnight courler {recelpt requested); {c) on the date sent by facsimile or email of a
PDF document (with confirmation of transmission] If sent during normal business hours of the recipient,
and on the next Business Day if sent after normal business hours of the reciplent; or (d) on the [third} day
after the date mailed, by cerlified or registered mall, return receipt requested, postage prepaid, Such
Notice must be sent to the respective parties at the following addresses (or at such other address for a
party as shall be specified In a notfice given in accordance with this Section 8.1):

(a) if to Vendors:

185 Josaph Strest,
Kitchener, Ontario
N2G1J6

E-malf; chris.emmott@hiicocapiial.com and matthew holi@hllcocapital.com
with a copy to:

Cassels Brock & Blackwell LLP
Sulte 2100, 40 King Street West,
Toronto, Ontaric

MBH3IC2
E-mail; lellis@casseisbrock.com
Attention: Larry Ellis

If to Purchasers,

Q.EP. Co, Inc.
Suite A, 1001 Broken Sound Parkway, NW
Boca Raten, Florida 33487

E-mail: hschulman@gep.com
Altention: Harry Schulman, CEO
with a copy to:

Holland & Knight LLP
701 Brickell Avenue, Suite 3300
Niami, Florida USA 33131

E-mail: danisile.price@hklaw.com
Attention: Danielie Price

and with a copy to!

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

E-mail: cunninghamc@bennettiones.com
michaeli@bennettiones.com
Aftention: Carl Cunningham
lan 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 [s invalid, Hllegal or unenforceable in any jurisdiction,
such invalidity, lilegality or unenforceability shall not affect any other term or provision of this Agreement
or invalidate or render unenforceable such term or provision in any other jurisdiction.

6.5 Entire Agreement

This Agreement, Incliding all Service Exhibits, constitutes the sole and entire agreement of the
parties to this Agreement with respect to the subject matfer contalned herein and supersedes all 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 confiict between the provisions of this Agreement and the
provisions of the Purchase Agreement as it relates to the Services hereunder, the provisions of this
Agresment shall control.

6.8 Successors and Assigns

This Agreement shall be binding upon and shall enure to the benefit of the parlles hereto and
their respective successors and permitted assigns, Nelther 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 reliave the assigning parly of any of its abligations hereunder.

6.7  No Third-party Beneficiaries

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

6.8 Amendment and Modification; Walver

This Agreement may only be amended, medified or supplemented by an agresment in writing
signed by each party hereto. No waiver by any parly of any of the provisions hereof shall be effective
unless explicitly set forth in writing and signed by the party so waiving. No failure to axercise, 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 preciude any cother or further exercise thereof or the exarcise of any other right,
remedy, power or privilege.

6.9 Governing Law; Forum Selection; Choice of Language

(a) This Agreement shalf be govemned by and construed in ascordance with the laws of the
provinoce of Ontario and the federal laws of Canada applicable therein, The parties
expressly exclude the application of the International Sales Convention Act (Ontario) and
the United Nations Convention on Contracts for the International Sale of Goods o this
Agreement.

(b Any action or proceeding arising out of or based upon this Agreement, the other
Transaction Documenis or the transactions contemplated hereby or thereby may be
brought in the courts of the province of Ontario, and each party Irrevocably submits and
agrees to attorn to the exclusive jurisdiction of couris 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 agres not to plead I any
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such court that any such action or proceeding brought In any such court has been
brought in an Inconvenient forum.

{c) The pariies confirm that it s their express wish that this Agreement, as well as any other
documents relating to this Agreement, including notices, schedules and authorizations,
have been and shall be drawn In the English language only. Les parties aux présentses
confirment leur volenté expresse que cette convention, de méme que tous les documents
s'y rattachant, y compris {ous avis, annexes et autorisations s'y rattachant, solent rédigés
en langus anglalse seulement.

6.10 Counterparts

This Agreement may be executed in counterparts, each of which shall be deemed an original, but
afl of which together shall be deemed to be ane and the same agreement. A signed copy of this
Agreement delivered by facsimile, e-mail or other means of electronic transmission shall be deemed to
have the same legal effect as delivery of an original signed copy of this Agreement.

6.11 Condition Precedent

The effectiveness of this Agreement shall be subject to the parties recelving a written congent
and acknowiedgment from Vendors' lender, Wells Fargo, with respect fo the Services titled “Accounts
Recelvable Remittance Reconciliation” and “Collection of Broadioom Accounts Receivable® fo be
provided under this Agreement in a form satisfactory to Wells Fargo and sach of the parties.

[Signatures on following page.]
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IN WITNESS WHEREQF, the parties hereto have caused this Agreement to be
executed as of the date first written above by thelr respective officers thersunto duly authorized.

BEDHU A0E685634

KRAUS CANADA LP
by its’ General Partner
Kraus Canada Ltd.

By:

Name:
Title:

KRAUS PROPERTIES LP
by its’ General Partner
Kraus Properties Inc.

By:

Name:
Title:

KRAUS CARPET LP
by its' General Partner
Kraus Carpet Inc.

By:

Name:
Title:

KRAUS USA INC

By:

Name:
Title:

Q.E.P. CO,, INC.

By:

Name:
Title:

ROBERTS COMPANY CANADA LTD.

By:

Name:
Title:




Accounts Receivable Remittance ReconcHiation

Service Provider: Both Purchasers and Vendors

Description of Services:

(1

(2)

On a dally basis in arrears Mark Cummings or Tim Burt will direct Wells Fargo to transfer a
proportion, caloutated In accordance with (2)(a) below, of the prior day's cash receipts into all
of lock box accounts of the Vendors that ralate to (i) Aceounts Receivable (as such term (s
defined by the Asset Purchass Agreement} and {if) accounts receivable of the Purchasers
generated following the closing ("New A/R"). Vendors shall continue to permit Mark
Cumrmings and Tim Burt to became an authorized signer on Vendor's hank accounts in order
to perform the acts contemplated by this Schedule and shall provide Wells Fargo's written
acknowladgment and cansent to this arrangerment and control over the bank aceounts,

(&} The proportion of the cash receipts to be distributed to Purchasers on a daily basis shall
he aliccated in the same proportion as the relative level of net sales of the Broadloom
Business to the TPS buslness 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 allogation of cash receipts would be 40% to Venders 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 shatl
be used for the daily transfers In the following month.

(b} Each Monday, Purchasers will prepare a detailed schedule summarizing the cash receipts
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 fo Broadioom Business accounts receivables, Purchasers will
also specifically identify the portion of the Accounts Receivable that were attributable o
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 &
customer Account Receivable cannot be specificaily aftributed to the Business or Broadloom
Business, such amount will be deemed o be allocated to the Business and to the Broadloom
Business based on the relative leve! of net sales of the Business to the Vendors in the last
three completed months prior to Closing.”} (such amounts the "Unallocated Amounts™). Any
difference petween 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 tc Broadloom Business 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 daily distribution and so on and so on. Mark Walter of QEP and either Matthew
Halt or Chris Emmott of Kraus shall agree on such adjustment prior fo 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.

(¢} Purchesers and Vendors may agree to periodically review, but no more often than
monthly, the Unallocated Amounts to determine if Purchasers and Vendors have additional
information to determine whether such Unallocated Amounts relate to the TPS business or
the Broadioom business and if such a determination can be made then Purchasers will
reconcile such allocations and any adjustments betwsen the previous amount of cash
distributed to each of Purchasers and Vendors for such amounts and the actual allocations
hased on such additional Information shali be seftled from and prior to the next daily
distribution of cash receipts. If there are not enough funds in the next daily distribution fo
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 Customer Credit Balance against Purchasers and such
customer has no outstanding Accounts Recelvables, Purchasers shall provide prompt notice
of any such claim, and such zmount shall be paid to Purchasers.

(4} For so long as any Accounts Receivabie remain outstanding 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 party to the extent that they relate
to Accounts Recsivable, Broadlioom Business accounts receivable, Customer Cradit
Balances or New A/R; provided that such access shall be in & manner that does not interfere
with the normal business operations of Purchasers and Vendors.

End Dater When the Accounts Receivable and New A/R have all heen collected and remilted to
Purchasers.

Fee: None

Collection of Broadioom Accounts Receivable:
Service Provider: Purchasers
Description of Services: Collections of Broadicom Business recelvables
End Date: When the Broadloom Business acccunts receivables have all been collected.,
Fee:
a. $20,000 for the month of October, 2018;
b.  $15,000 for the month of November, 2018; and
c.  $10,000 for 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 calculated in accordance with (2) above,
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Software and Server Access
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Description of Service:

End Date:

Purchasers will allow Vendors reasonable access to the
AS8400 server and Dancik software in order to access records
refated {o the Broadloom Business.

180 days after Ciosing Date

$5,000 per month
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Third Party Warehousing

Parties will split the cost of third party warehousing of
products related to the Business and related to the
Broadioom Business on proportional basis based on the
value of the preducts shipped out of any such third party

warehouse,

Description of Service:

End Date: 180 days after Closing Date

sty o e i 1

Qther:
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Paid Duties Recovery

Description of Service: Purchaser empioyees will assist the Vendors, as requested
by Vendors from time to time, in applying for and processing
refunds for duties paid by the Vendors.

End Date: Three years after Closing Date

Fee; Vendors will pay out-of-pocket costs of Purchasers accrved in
providing the service,
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Access to Facilities
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End Date:

Description of Service:

_jlocations.

Purchasers will allow Vendors and theilr employees and
agents reasonable access to the Leased Real Property and
the real estate purchased under the Real Estate Purchase
Agresment to remove any Excluded Asseis from such
locations.

Vendors will allow Purchasers and thelr employees and
agents reasonable access to the Vendor's owned and leased
real property to remove any Purchased Assets from such

As needed.
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EXHIBIT B



This Is Exhibit “B"” referred to in the Affidavit of Christopher
Emmott sworn September 17, 2018

Arshia AsH, a Commissioner, ot
Province of Ontario, while a Student-at.L 2w,
Expires June 12, 2020,

Comrnisgioner for Taking Affidavils (or as may be)
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2216 ABUTMENT ROAD
DALTON, GEORGIA

PURCHASE AND SALE AGREEMENT

BETWEEN

KRAUS US4, INC,,
A DELAWARE CORPORATION

AS SELLER

AND

Q.E'Pl CO‘, INCI’
A DELAWARE CORPORATION,

AS PURCHASER

SEPTEMBER 10, 2018
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PURCHASE AND SALE AGREEMENT

THIS AGREEMENT (the “Agreement™) is made and entered into as of the 10" day of
September, 2018 (“Effective Date™) by and between Kraus USA, Ine., a Delaware corporation,
survivor by merger of Kraus USA, Inc, and Barreft Carpet Mills, Inc,, a Georgia corporation,
(“Seller”) and Q.E.P. Co., Inc., a Delaware corporation and/or assigns (“Purchaser™),

RECITALS

WHEREAS, Kraus Group, an affiliate of Seller, and Purchaser are parties to that certain
Letter of Intent dated as of August 9, 2018 in connection with the purchase and sale of Kraus
Group’s assets;

WHEREAS, in preparation for the sale of Kraus Group’s assets to Purchaser, Kraus
Canada LP, Kraus Properties LP, Seller (collectively, “Kraus Group™), and Purchaser are

negotiating an Asset Purchase Agreement (the “APA™);

WHEREAS, Kraus Group’s assets include Seller’s fee simple ownership of certain real
property located in Dalton, Georgia, as further deseribed herein;

WHEREAS, Seller 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 info this Agreement and the APA
concurrently such that the Effective Date of this Agreement and the date of the APA shali 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 are acknowledged by
the parties to this Agresment, the parties agree to the following terms and conditions:

1. PURCHASE AND SALE. Subject to the terms of this Agreement, Seller agrees
to sell to Purchaser and Purchaser agrees to purchase from Seller all of Seller’s right, title and
interest in and to the following property (collectively, the “Property’™):

1.1 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, structures 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 streets or roads, and other tenements, hereditaments and appurtenances, if any,
pertaining to or accruing to the benefit of the Realty and Improvements,
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2, CLOSING DATE. Subject to other provisions of this Agreement for extension or
termination, closing on the transaction described in this Agreement (the “Closing”) shall be held
simultaneously with the 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 all 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 purchage price (the “Purchase Price’
bi Purchaser to Seller for the Property is (iR

4. IITLE, EVIDENCE. Purchaser has obtained an ALTA marketability title
insurance commitment (the “Commitment™) issued by Stewart Title Guaranty Company (“Title
Insurer™), attached hereto as Exhibit “B” and the condition of title to the Property as disclosed by
the Commitment is hereby approved by and accepted by Purchaser, Purchaser may obtain any
number of future updates to the Commitment (individually a “Title Update” and collectively,
“Title Updates™) prior to Closing, Purchaser shall not be required to accept any additional
Schedule B, Section 2 exceptions or additions] Schedule B, Section 1 requirements, In the event
any Title Update reveals any additional Schedule B, Section 2 exceptions or Schedule B, Section
1 requirements, Seller shall make commercially reasonable efforts to comply with said additional
requirements and Purchaser shall have the right to object to any additional exceptions, pursuant
to Section 6 of this Agreement. The exceptions appearing in Schedule B, Section 2 of the
Commitment, ad valorem real estate taxes for 2018 and subsequent years, all 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 are not objected to in writing, or if objected to in writing by Purchaser, are those
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
Apreement 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,

3. SURVEY,

5,1  Purchaser has obtained a survey (the “Survey”) of the Reslty and
Improvements, attached hereto as Exhibit “C” and hereby approves the condition of the Property
as set forth in the Survey.

52  If any update to the Survey prior to Closing (“Updated Survey”) shall
reflect any new encroschments, overlaps, unrecorded easements ar similar rights in third parti_es,
or any other adverse matters not reflected in the Survey, then the same shall be decmed “title

defects” as set forth herein,
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6. TITLE DEFECTS.

- 6.1  Ifany Title Update prior to Closing shall reflect any new matter of title not
otherwise shown in the Commitment, Purchaser may, no later than the five (5) 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 wriiten 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 the Closing Date and to notify 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
Seller elects to use its reasonable best efforts to cure any matter of title 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 edditional time so long as Seller is proceeding diligently to effect such
cure. The Closing Date shall be extended to accommodate the time needed to effect such cure,
but in no event for a period to exceed sixty (60) days unless Seller and Purchaser agree to any
longer period of time; provided, 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.

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

6.3.1. Close and accept the tiile “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 both parties shall be
released from all further obligations under this Agreement (other than the
indemnification obligations contained elsewhere in this Agreement).

7 REPRESENTATIONS. WARRANTIES AND COVENANTS,

7.1  Seller's Representations and Warranties. Seller represents and warrants to
Purchaser and covenants and egrees with Purchaser, which representations and warranties 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, Seller has not received any
notice” or similar words are hereinafter used in this Agreement, the representations and
warranties (or other provisions of this Agreement) qualified by any of such phrases are made
without investigation of the matter stated therein and are based solely on the cutrent actual
knowledge of Mark Cummings, the Chief Financial Officer of Seller, and Shawn Davies, the

Chief Executive Officer of Seller,
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7.1.1 Organization and Authority. Seller is a corporation, duly
organized, validly existing and in good standing umder the laws of the State of Delaware. 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 will be legal, valid and binding obligations of Seller, and
(iif) does not and =zt 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
documnents executed by Seller which are to be delivered to Buyer at Closing (i) are or at the time
of Closing will be duly authorized, executed and delivered by Seller, (i) are 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 of any agreement or judicial order to which Seller is a
party or to which Seller or the Property is subject;

7.12 Foreign Person. Seller is not a “foreign person” within the
meaning of Section 1445()(3) of the Internal Revenue Code of 1986, as amended (the “Federal
Code™)s

7.13 Contracts. Except as disclosed herein on Exhibit “D” attached
hereto, in the Commitment, the Title Updates, the Survey, any Updated Survey or in the APA,
Seller has not entered into any coniracts, subcontracts, arrangements, 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 if; 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 ordinances or other
governmental or regulatory laws, ordinances, regulations, orders or requirements affecting the
Property; (iif) existing, pending or threatened lawsuits or appeals of prior lawsuits affecting the
Property; (iv) existing, pending or threatened condemnation proceedings affecting the Property;
or (v) existing, pending or threatened zoning, building or other moratoria, downzoning petitions,
proceedings, restrictive allocations or similar matters that could affect Purchaser’s use of the

Property.

7.1.5 No Bankruptey, Except as otherwise disclosed or contemplated
in the APA, Seller has not been the subject of any filing of a petition under any federal or state
banlruptey law or any federal or state insolvency laws or laws for composition of indebtedness

or for the reorganization of debtors.

7.1.6 Condemnation, Seller has not received any written notice of
any condemnation proceedings relating to the Property (“Condemnation Notices”), except ag set
forth in Exhibit *E" attached hereto;

7.1.7 Physical Condition of Property. Except as otherwise disclosed
in this Agreement, or as set forth in Exhibit “F” hereto, or as may be otherwise disclogsed in
writing by Seller to Purchaser prior to Closing, to Seller’s knowledge, the roof (including the
fascis 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
condition. 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 Brokerage. There are no written agreements with brokers
providing for the payment from and after the Closing by Seller or Seller’s successor-in-interest
of leasing commissions or fees for procuring tenants with respect fo 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, regulations, and ordinances of all governmental
authorities having jurisdietion over the Property;

7.1.10  Environmenta] 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
knowledge, (i) during Seller’s ownership of the Property, there has been no release of hazardous
materials fiom or to the Property, (ii) Seller has not caused any toxic or hazardous materials or
waste 1o be handled in, on or about the Property in such a mamer that has resulted in, or could
reasonably be expected to result in, material liability under environmental laws, (iii) during
Seller’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 reasonably be expected to give rise to any current 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 areas, exist at the Property, and (vi)
Seller has provided a true and complete copy of all Phase I and Phase II environmental site
assessments, and any and all environmental reports, audits, records, sampling data, and risk
assessments, related to compliance with environmental laws, or hazardous 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 contrary otherwise contained in this Agreement, the
representations and warranties 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  Insurance. Seller shall provide, and keep in force through the
Closing, policies of fire, flood, windstorm, hazard and other casualty insuwrance as may be
currently in foree;

7.1.12  Restrictions on Sale, To Seller's knowledge there are no
agreements currently in effect which restrict the sale of the Property;
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7.1,13  No_Contributions. To Seller’s knowledge no commitments or
agreements have been or will be made fo any governmental authority, utility compeny, 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 nature on or off the Realty, or otherwise
impose liability on Purchaser;

7.1.14  ERISA.

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 Retirement Income Security Act of 1974, as amended
(“ERISA™y which is subject to Title I of ERISA nor a plan as defined in
Seotion 4975(e)(1) of the Internal Revenue Code of 1986, zg amended, each of the
foregoing hereinafter referred to collectively as a “Plan,” and the assets of such Plans
within the meaning of Department of Labor Regulation Section 2510.3-101.

b. Seller 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 ERISA, 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 referred to collectively as
“Plan™) which will cause a violation of ERISA,

c.  Seller shall not assign its interest under this Agreement to any
entity, person, or Plan which will cause a violation of ERISA.

7.1.15 QFAC. Seller (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 Department  Office of Forelgn Assets Control at its official website,
<<htto:/fwerw treas.gov/ofac/t] 1> sdn.ndf> or at any replacement website or other replacement
official publication of such list and (if) is currently in compliance with and will at all times
during the term of this Agreement (including any extension thereof) remain in compliance with
the regulations of the 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 Commit, Threaten to Commit, or Support
Terrorism), or other governmental action relating thereto.

7.1.16  Seller is the fee simple owner of the Property, free and clear of
all encumbrances, except Permitted Exceptions.

7.1.17  Except for the representations and warranties set out in this
Agreement, Seller has not made or does not make any other express or implied representation or
warranty, either written or 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 warranty arising from statute or otherwise in law.
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72  Status of Seller's Representations, At all times during the term of this
Agreement and as of Closing, all 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 this
Agresment 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,

73 Inspection,

7.3.1 Purchaser may, at Purchaser’s expense, have inspection made of
the Property by an appropriately licensed 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 inspeetions may include (without
limitation) boring and testing the subsurface of the Property for purposes of performing
geotechnical investigations and such eadditional environmental assessments as Purchaser
determines to be reasomably 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 inspections, Purchaser will promptly retorn the
Property to the condition that existed prior to such borings. Seller agrees to allow Purchaser,
Purchaser’s agents, employees and consultants, access to the Property in accordance with the
terms of the Access Agresment and the terms of this Agreement. Except with respect to invasive
testing, Purchaser shall give Seller two (2) business days advance written notice of its entry onto
the Property, which shall only be permitted during normal business hours, and Purchaser shall
use commercially reasonable efforts to conduct its investigations 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, If Purchaser desires to conduct
any invasive testing of the Property for ashestos or to assess the structural condition of the
Improvements, or invasive testing of the Property for hazardous 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 10 any invasive testing, Seller shall be provided an
opportunity to take a portion of each sample being tested in a sufficient quantity to allow Seller
split sample testing, if Seller chooses to perform its own testing. In addition, at Seller’s written
request, Purchaser shall provide to Seller 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 Seller copies of any third-party reports
relating to any testing or other inspection 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 shall repair any and all physical damage to the extent caused by Purchaser’s
physical investigations under this Section 7.3 and shall indemnify, hold harmless end defend
Seller, the agents, employees, officers and directors of Seller, any party owning a direct or
indirect interest in Seller, the affiliates of Seller, and the 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 “Seller-Related Parties™), from any loss, cost,
liability, claim, demand, damage or expense (including, in the event of any release of hazardous
substances caused by Purchaser or its agents, investigation and remediation costs) to the extent
caused by Purchaser’s inspections under this Section 7.3, provided that Purchaser’s obligation to
repair and indemnify shall not apply to repairs or any loss, cost, liability, claim, demand, damage
or expense arising 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 limiting the
generality of the foregoing indemmnity, Purchaser shall remove any mechanic's or other lien
which may be recorded against any Property by any party providing labor, materials or services
at the request of Seller, As a condition precedent to making any Invasive Testing, Purchaser
shal]l 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, lisbility insurance in
the amount of not less than $2,000,000.00 per ocowrence for property damage end coverage in
the amount of not less than $2,000,000.00 per ocowrrence for bodily injury and provide a
certificate of such insurance to Seller, Such 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, (i) contain a cross-liability provision, and (jii) contain a provision that the
insurance provided by Purchaser thereunder shall be primary and any other insurance available
to Seller shall be noncontributing therewith, The obligations of Purchaser under this this Section
7.3, shall survive the Closing or any termination of this Agreement, however caused,

732 Seller and Purchaser acknowledge and agree that Purchaser, at
Purchaser’s sole cost and expense, shall engage GLE Associates, Inc, to perform a Phase I
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 the Closing in accordance with the terms of this
Agreement, shall survive Closing for a period of twelve (12) months; provided, however, that
those representations and warranties of Seller pursuant to Section 7.1.7 (Physical Condition of
Property) and Section 7.1.10 (Environmental Matters) 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,

742 Indemnification. Indemnification by Seller for Seller’s breach
of any provision of this Agreement shall be poverned by the indemnification provisions

contained in the APA,

75  Seller Covenants. Seller hereby covenants with Purchaser as follows:
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7.5.1 From the Effective Date hereof until the Closing or earlier
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 shell permit representatives of the Purchaser to have
reasonable access, upon prior written notice and during normal business hours, and in a manner
$0 as not to interfere with the normal business operations of Seller, to the Property, personnel,
books, recerds, contracts, and other documents of or pertaining to the Property: provided,
however, to the extent any such access is intended for any of the putposes addressed in Section
7.3, Section 7.3 shall govern and control.

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

7.6.1 Organjzation and Authority, Purchaser is a corporation, duly
organized, validly existing and in good standing under the laws of the State of Delaware, This
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 and 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 obligations of Purchaser, and (i) do not and at
the time of Closing will not violate any provision of any sgreement or judicial order to which
Purchaser is a party or to which Purchaser is subject.

762 Pending Actions. To Purchaser’s knowledge, there is no action,
suit, arbitration, 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 ERISA.

a. Purchaser 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 Retirement Income Security Act of 1974, as amended
(“ERISA") which is subject to Title I of ERISA nor a plan as defined in
Section 4975(e)(1) of the Internal Revenue Code of 1986, as amended, each of the
foregoing hereinafter referred to collectively as a& “Plan,” and the essets of such Plans
within the meaning of Department 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 ERISA, or to a plan as defined in Section 4975(e)(1) of the Internal
Revenne Code of 1986, as smended (each of the foregoing hereinafter referred to
collectively as “Plan™) which will 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 causs a violation of ERISA.

7.64 OFAC.  Purchaser (which for this purpose includes its
pariners, 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.8, Treasury Department Office of Foreign Assets Control at its official
website, <<htip://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 thereof) remain in compliance
with the regulations of the Qffice 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 Commit, Threaten to Commit, or
Support Terrorism), or other governmental action relating thereto; and (iii) has not used and will
not wee funds from illegal activities for any portion of the Purchase Price, inclnding the Deposit.

7.7  Survival of Purchaser's Representations. The representations and
warranties of Purchaser set forth in this Agreement hereof as updated as of the Closing in

accordance with the terms of this Agreement, shall survive Closing for a period of twelve (12)
months.

8. CONDITIONS PRECEDENT,

8.1  An express condition precedent to Purchaser’s obligation to close this
transaction is:

8.1.1 the representations 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
Effect” or “Material Adverse Change," in which case such representations and warranties (as so
written), including the term "material" or "Material") shall be true and correct in sll respects at
and as of the date of thig 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 acouracy of which shall be determined as of 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 extent
that such covenants are qualified by the term "material," or contain terms such as "Material
Adverse Effect” or "Material Adverse Change," in which case Seller shall have performed and
complied with all 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 transaction:
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8.2.1 Seller shall have complied with the bankruptey filing
requirements and received the required approvals to sell the Property from the appropriate
authorities, including the expiration of all appeal perfods for such approvals, as described in
further detail in the APA,

822 Seller shall comply with all Schedule B, Section ! requirements
in the Commitment and any Title Update, including, without limitation:

a, Seller shall furnish, in form and substance satisfactory ta the Title
Insurer, satisfactory proof in affidavit form establishing who is in possession of the
Property.

b, Seller shall furnish, in form and substance satisfactory to the Title
Insurer, satisfactory evidence that the improvements and/or repairs or alterations thereto
are completed and that contractors, subcontractors, laborers and materizlmen are paid in

full,

¢, Seller shall furnish, in form and substance satisfactory to the Title
Insurer, satisfactory proof of payment of all taxes, charges, water bills, assessments,
levied and assessed against the Property, which are due and payable, together with an
affidavit from Seller stating that all taxes, charges, water bills, assessments, levied and
assessed against the Property, which are due and payable, 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 i 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 fo the Title Insurer.

f In a2 manner consistent with the APA, Seller shall provide a payoff
letter or proof, satisfactory to the Title Insurer, of payment, satisfaction, and cancellation
of record of Deed to Secure Debt and Assipnment of Rents and Leases in favor of Wells
Fargo Capital Finance Corporation Canada recorded in Deed Book 5930, Page 225, of
the Records of Whitfield County, Georgla, and termination of UCC Financing
Statements No. 155-2013-0443, 155-2018-0012, and 155-2018-0390.

823 The Phase I ESA shall not have identified any issues or
concerns at the Property that cost or could reasonably be expected to cost in excess of $100,000

to remediats,
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8.3  Itis and shall be an express condition precedent to Seller’s obligation to
deliver possession of the Property to Purchaser, either at the Closing or pursuant to eny possible
lease of the Property by Seller to Purchaser to the limited extent provided in Section 22 below,
that the Phase [ BSA shall have been completed and, solely if requested in writing by Seller, that
a copy thereof has been delivered by Purchaser to Seller, together with copies provided to Seller
of any firther written report(s) as may result from any inspection(s) pursuant to Section 7.3.1
above and/or that constitute a baseline environmental report as contemplated by any palicies,
rules or regulations promulgated by the State of Georgia, Department of Natural Resources,
Environmental Protection Division or as otherwise provided for under the laws of the State of
Georgia and/or as customarily utilized In standard practice in connection with the purchase and
sale of commercial real property in the State of Georgia.

8. DEFAULT BY SELLER, If any of the requirements in Section 8.1.1 and 8.1.2
have not been met or all other conditions precedent are 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
fo:

9.1 Waive the default or failure and close *as is™: or

9.2  As its sole and exclusive remedy for default of Seller, cancel this
Agreement by written notice to Seller given on or before the Closing Date, whereupon both
parties shall be released from all finther obligations under this Agreement and except for the
indemnification obligations contained elsewhere in this Agreement neither party hereto shall
have an obligations hersunder.

10, DEFAULT BY PURCHASER. In the event of the failure or refusal of Purchaser
to close this transaction, without fault on Seller’s part and without failure of title or any
conditions precedent to Purchaser’s obligations under this Agresment, Seller shall have the right
to terminate this Agreement by written notice to Purchaser, whereupon the parties shall be
relieved of all further obligations under this Apreement, except for indemnities from Purchaser
which are to survive termination or cancellation of this Agreement.

11. PRORATIONS. Real estate and personal property taxes, insurance, rents,
interest, costs and revenues and all other proratable itemas shall be prorated as of the Closing
Date. In the event the taxes for the year of Closing are unknown, the tax proretion will be based
upon such taxes for the prior year and, at the request of either party, such taxes for the year of
Closing shall be reprorated and adjusted when the tax bill for the year of Closing is received and
the actual amount of taxes is known, All unpaid assessments (special and otherwise) against the
Property, if any, existing as of the Closing Date shall be paid by Seller; provided, however if any
such assessments are payable in installments, Seller shell only be responsible for payment of the
then current installment prorated equitably between the parties,

12, CLOSING COSTS. At the Closing, Seller 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 such cure, Purchaser shall pay any and all
costs and expenses of inspectlons and feasibility studies and reports incident to Purchaser’s
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inspections, the cost of the Survey obtained by Purchaser, the cost of the preparation of the
Commitment and the premium for the owner’s title insurance policy topether with any
endorsements to be issued from the Commitment, and the cost of the municipal lien search
obtained by Purchaser. Bach party shall bear the recording costs of any instruments received by
that party, except that Seller shall pay the recording costs on documents necessary to clear title to
the extent Seller has agreed to effect any cure of title as aforedescribed, Each party shall pay its
own legal fess and costs,

13. CLOSING.

13,1 Seller shall convey title 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:

13.1.1  an owner’s affidavit and indemnity, in form acceptable to
Purchaser's Title Insurer to delete the standard exceptions relating to mechanics liens 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 owner's affidavit
and indemnity shall be on the Title Insurer’s standard form with such changes as our reasonably
requested by Seller and agreed upon by and between Seller and the Title Insurer;

13.1.2  instruments necessary fo 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
Secretary of State of Georgia 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 ofi Seller’s board of directors identifying Seller’s officers and authorizing this
transaction and authorizing its officer(s) to execute all requisite documents;

13.1.5  any and ell gnarantess and wmranties on all property conveyed
pursuant to this Agreement, with assignment of all rights under the guaranties and warranties;

13.1.6 & non-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 FIRPTA regulations);

13.1.7  an appropriate reporting form to be submitted with the deed at
time of recordation; and

13,1.8  a vendor notice letter for each service contract, if any.
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13.2  Seller and Purchaser shall each execute such other documents as are
reasonably necessary to consummate this transaction.

14, BROKHRS. The parties each represent and warrant to the other that there is no
real estate broker, salesman or finder 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 the above-named broker(s) 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 party under this
Agreement harmless from all liabilities, 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 any entity wholly ouwned and controlled by Purchaser, but 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 fo 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.  RISK OF LOSS.

17.1  The Property shall be conveyed to Purchaser in the same condition as on
the date of this Agreement, ordinary wear and tear excepted, free of all tenancies or occupancies,
Seiler shall not remove any personal property comprising fixtures from the Property between the
date of this Agreement and Closing,

17.2  Upon receipt of an offer or any notice or communication from any
governmental or quasi-governmental body sesking to take under its power of eminent domain all
or any portion of the Property, Seller shall promptly notify Purchaser of the receipt of same and
shall send such communication, or & copy of if, to Purchaser. Upon receipt of such notice,
Purchaser shall have the right to rescind this Agreement by delivery of written 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 shall be relieved of all furfher obligations under this Agreement, except for the
indemnities from Purchaser which are to survive termination or cancellation of this Agreement.
In 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.

17.3 In the event that the Property is damaged or destroyed by fire or other
casualty prior to Closing, Seller may, in Seller’s sole and absolute discretion, either (i) settle with
its insurer and repair and restors the Property to substantially the same condition as before the
fire or casualty, and the closing shall be deferred for up to ninety (50) days to permit such repair
and restoration (plus an additional ninety (90) days should more time be reasopably necessary
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and Seller is proceeding in good faith to repair/restore), or (i) assign the proceeds of any
casualty insurance to Purchaser upon Closing and credit Purchaser in an amount equal to its
deductible under ifs casuvalty poliey; provided, however, in any instence where the cost to
repait/restore the Property exceeds $250,000.00 unless Seller repairs and restores the Property as
set forth in (i) above, Purchaser may elect to cancel this Agreement, in which case both parties
shall be released from all further obligations under this Agreement, In 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 restoration 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 all 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 years prior
to the year of Closing,

19, MISCELLANEQUS,

19.1 This Agreement shall be construed and governed in accordance with the
laws of the State of Georgia, without application of conflicts of laws principles.

192 In the event any term or provision of this Agresment 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 authority determines, and the remainder
of this Agreement shall be construed to be in full force and effect,

19.3  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 and post judgment proceedings and for paralegals and similar persons.

19.4 Each party has participated fully in the negotiation and preparation of this
Agreement with full benefit of counsel. Accordingly, this Agreement shall not be more strictly

construed against either party.

19.5 Whenever used in this Agreement, the singular shall include the plurai, the
plural shall include the singular, any gender shall include every other and all genders, and
captions and paragraph headings shall be disregarded.

19.6 The captions in this Agreement are for 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 Agresment to time periods less than six (6) days

shall, in the computation thereof, exclude Saturc‘g;

period provided for in this Agreement which shall

19.8 This Agreement constitutes Y
may not be changed, altered or modified except by
against whom enforcement of such change would be

s, Sur*-ys, and legal holidays; any time

end ¢2. .. Satvrday, Sunday or legal holiday

s

shall extend to 5:00 p.m. of the next full business day.

e entire agreement between the parties and

i instrument in writing signed by the party
sought,

19.9  All references in this Agrepment to exhibits, schedules, paragraphs,

subparagraphs and sections refer to the respective
reference expressly identifies another document.

19.10 All of the terms of this Ag
representations, warranties and covenants of Seller,

fsubdivisions of this Agreement, unless the

reement, including but not limited fo the
bhall be binding upon and shall inure to the

benefit of the parties to this Agreement and their respgective successors and assigns,

19.11 Typewritten or handwritten prbvisions which are inserted in or attached to

this Agreement as addenda or riders shall control
Agreement with which they may be in conflict,

19,12 Time is of the essencs as to all

20, WAIVER OF JURY TRIAI, Selld
watve all rights to a trial by jury in the event of any

out of, or related to, this Agreement. The parties a

r and
cfspute or court action arising from, growing

all printed or pretyped provisions of this

materi?aenns of this Agreement.

urchaser mutually agree that they

knowledge that this waiver is a significant

consideration to Purchaser to enter into this Agreemeht.

21.  TERMINATION.

21.1 Notwithstanding anything in {
Agreement has not earlier ferminated as provided

his Apreement to the contrary, and if this
n this Agreement, unless Purchaser elects

otherwise, this Apgreement shall terminate auiomatically without amy further action

simultaneously with the termination of the APA,

21.2 If the Purchaser elects to not

terminate this Agreement simultaneously

with the termination of the APA, then, notwithstanding anything in this Agreement to the

contrary:

21.2,1  the requirements of]
under the APA set forth in this Agreement, includin
6.2, shall have no further effect and the Closi
independently of the AP A under the terms and condit!

2122  as an additional con

& simultaneous Closing with the closing
x, but not limited to, Section 2 and Section
ng under this Agreement shall proceed
iong set forth in this Agreement; and

dition precedent fo the Closing, the Parties

shall use good faith efforts to enter into an access agreement whereby Purchaser shall provide

Seller with reasonable access to the Property for a re
Seller to liquidate and move its assets located at the P
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22, LEASE. If this Agreement has not earlier terminated, and if the Closing has not
ocourred on or prior to October 15, 2018, and subject to any other requirements in this
Agreement, Seller shall lease the Property to Purchaser from Qctober 15, 2018 until the earlier of
the termination of this Agreement or the Closing Date, in ‘exchange for US $1.00; provided

however: :

22.1 In such event, Seller and Purchaser shall 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 Qctober 31, 2018, or of this Agreement has
not otherwise terminated, then, at Seller’s sole option, Seller may terminate any such lease
effective on or after April 30, 2019,

[Signature Pages Follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
executed as of the date first written above by thelr respective officers thereunto duly authorized,

KRAUS CANADALP
by its’ General Partner
Kraus Canada L.td.

By:

Namey
Titte:

KRAUS PROPERTIES LP
by its’ General Pariner
Kraus Properties Inc.

By:

Name:
Title:

KRALUS CARPET LP
by its* General Partner
Kraus Carpet Inc.

By:

Name:
Title:

KRAUS USA INC

Name:

Titie:
ROBERTWY CANADA LTD.
By: .

Namie: £

Title:

Signature Page to Asset Purchase Agreement




IN WITNESS WHEREOQF, the parilas hersto have caused this Agreement to be
axgcuted as of the date first written abova by thelr respestive officers thereunto duly authorized,

KRAUS CANADA LP
by its' General Partner

By:

_ame: L Eviian &7
Tille: pi2 Ca7 2

KRAUS PROPERTIES LP
by its' General Partner
aus Properties Inc,

-

8y

Name! €« Sutnan & 177
Title: DL€ T o

KRAUS CARPET LP
by its' General Parther

AC vt
By: B ——

Namel ¢ . € v o7
Title: syl ECT o1l

KRAUS USA INC

———

By: /A >

“Namele .- e\ wn o T
Title: {

Q.E.P. CO,, INC.

By:

Name;
Title:

ROBERTS COMPANY CANADA LTD,

By:

Name:
Title:
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EXHIBITVAY

RECORD LEGAL DESCRIFTION

ALL THAT TRACT OR PARCEL OF LAND, lying, situated and being in Land Lot 333,
12th District, 3rd Seetion, Whitfield County, Georgis, and being known and described us parts of
Lots B, 10 and 13 of the J, A, MacParland Farm Subdivision,-as per plat of seid subdivision
recorded iu Plat Book I, Pege 86 (Plat Cabinet A, Slide 21), Whitleld County Land Records,
and being more padicularly described as follows:

COMMENCE at the northwest comer of the intersection of Brickyard Rond with Abutment
Rornd, run theace North along the west side of said Abutment Road 350 feet to THE TRUE
POINT OF BEGINNING, FROM THE TRUE POINT OF BEGINNING AS TrIUS

ESTABLISHED, run South 88 degrecs 35 minutes West 881,88 fect to an ixon pin; thence
continue South B8 degrees 29 minutes Weat 200 feet fo an fron pin; thence North 01 degrees 31

minutes West 265 feet to an iron ping thence Morth 88 degrees 29 minutes Hagt 197,53 feetton
point; thence North 01 degres 31 minutes West 110.46 feet to e point; thence North 88 deprees
51 minuies Bast 681.66 feet to a point; thence South 01 degree 31 minutes Bast 180 feetto 8
point; thence North 88 degrees 51 minutes Hast 200 foot to s point; thenee South 01 degree 31
minutes Bast 191,40 feet {o the TRUE POINT OF BEGINNING.

LESS AN BDXCEPT:

RIGAT-OR-WAY I: BEING that portion of the lands described above encompassed by & Public
Road running in o norherly direction from the Brickyard Roand traversing the westernmost
poriion of Parcel T and shown on the Plat prepared by Peter L. Bakkum, dated September 3,

1874,

RIGHT-ONWAY II: BEING that portion of the lands described abave which Roy C, Barrett
tonveyed to Whitfield County ns a rght-ofiway for Abutment Road by Right of Way Deed dated
March 31, 1989 and filed ard recorded op January 22, 1990 in Deed Book 2110, Page 337,
Superior Court Clerk's Office, Whitfeld County, Georgla.

RIGHT-QOFWAY ITH: BEING eny portion of the lands described above which Roy C. Barrett
conveyed to Whitfield County as o fight-ofsway for Abutment Road by Right of Way Deed dated
March 31, 1989 and fled and recorded on Avgust 1, 1989 in Deed Book 2078, Page 157,
Superior Court Clerk’s Office, Whitficld County, Georpia,

TOGETHER WITH:

All that tract and parcel and land and being part of land [of number 333 of the 12th District and
3rd Section of Whitfield County Georgie and being .50 acres more or less 3 per o survey of said
property recorded in Plat Book D page 154 in tecords of the Clerk of Court of Superlor Court of
Whitfield County Georgia, Sald Plat is herehy incorporated for a full and complete destription of
the property. This property is the same property conveyed to the grantors by a Warranty Deed
recorded st Deed Book 2254 page 332 and 333 of Deed Record of Cleck of the Supedor Court of
Whitfeld Counly Georgia on November 18, 1991,

Pepe Tof2
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EXHIBIE A"

ALSO DESCRIBED AS:
SURVEY LEGAL DESCRIPTION

All that tract or parcel of lnnd Iying and being in Lend Lot 333 of the 12th District, 3rd Section,
City of Dalton, Whitfield County, Georgla-and being morc particularly described as follows:

COMMENCING st a point at the Intersection of the westerly right-ofway of Abutment Road
(80" right-ofeway) and the southerly right-ofsway of MeFarland Road (50 fight-offway) if right-
of-way lines were extended to form & poing THENCE legving said Intersection along the right-
of-way of Abutment Roed (80' right-of-way) South a distence of 814.18 fect to an {ron pin set,
sald ron pla belng the POINT OF BEGINNING.

THENCE from said POINT, OF BEGINNING along the right-ofway of Abutment Road along
s ourve to the ght with 8 radiug of 2920.75 feet and an are leppth of 191,19 feet, suid curve
having & chord bearing of South 03 deprees 56 minutes 11 seconds West and a chord distance of
191,16 feet to an lron pin set; THENCE leaving said right-of-way of Abutment Road North 89
degrees 52 minutes 39 seconds West a distance of 607,57 feet to a 3/4 inch rebar found;
THENCE North 89 degrees 41 minutes 56 seconds West s distance of 443,75 fae! to an iron pin
set; THENCE North 00 degress 30 minates 22 seconds Hast a dislance of 268,54 feet to a poink;
THENCE North 89 degrees 08 mimutes 11 seconds West a distancs of 2,47 feat {o a rail road
spike found; THENCE North 00 degrees 46 minutes 51 seconds Bast a distance 0f 110,36 feet to
7 3/4 [nch open top pipe found; THENCE South 88 degrees 52 minules 51 seconds Enst a
distasiee of 196,89 faet to 8 1/2 isch open top pipe found; THENCE Nocth 89 degrees 35 minutes
43 seoonds Bost n distance of 43,47 feet to a 1/2 inch rebar found; THENCE North 89 degrees 43
minutes 19 seconds East a distancs of 256,68 feetto & 1/2 inoh rebar found; THENCE South 88
degrees 50 minutes 00 seconds Hast a distance of 381.54 fest to & 12 Inch rebar found; THENCE
South 00 degrees 06 minutes 04 seconds West ¢ distance of 180.00 fest to an iron pin sot;
THENCE South 89 degrees 31 minutes 56 seconds Eest & distance of 178.23 feet to an Iron pin,
sald iton pin being the POINT OF BEGINNING.

Said tract contains 364,740 square feet or 83733 acres,

Page 2 of2
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EXHIBIT B
COMMITMENT
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STEWART TITLE GUARANTY COMPANY
ALTA COMMITMENT
SCHEDULE A

Cemmitnient No, 1279.0078(0)(R)2)

) PRETPARTED FOR: HOLLAND & KNIGHT LLP
. ATTN: Yridra Hernandez
INQUIRIES SHOULD SPECIAYIZED TITLE SERVICES, INC.,
BE DIRECTED TO: ATTN: George C, Calloway, Esq.

5

gealloway@specializedtile.com
6133 Peachiree Dunwoody Road, NE
Atlantn, Georgla 30328
T(T70) 394-7000; F(770) 698-2028
Effective Date: August 8, 2018 ot 5:00 pam,
Policy or Policles to be issued:

ALTA Ovmer's Palicy with Georgia modifications (6/17/06)

Polioy Amount; $2,862,000.00

Proposed Inswred:  Q.E.P. Ca,, Inc,, 8 Deluware corporation

The estate or interest in the land described or referred to o this Commitment js:

Fee simple

Titie to the Insured estate or interest in the land is at the Effective Date hereof vested in:

Barreit Carpet Mills, Ino,

The land referred to in this Commitment i deseribed as follows:

Al that certain tract or pargel of land lying and being in Land Lot 333 of the 12th District, 3rd
Section, Whitfield County, Georgla, and being more particulesly deseribed on Bihibit"A?
attached hereto and by this reference made a part hereof.

SPECIALIZED TITLE SERVICES, INC,

By:

AUTHORIZED SIGNATORY

NOTE: This Cammitment zonslsts of (asert prges dnbeled In Sthedule A, Scheduty B-Seatlon |, wod Schedule B-Section 2. This Conmltmeat s afne fores
ard sect unfesy eik scheduley wre Included, 2long with any Rlder pages Ineorporated by melerence in the lnserd pages.

Rillegn 1 ALTA Commitment with Georgla madifications 6717/06
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STEWART TITLE GUARANTY COMPANY
ALTA COMMITMENT
SCHEDULE B -SECTION 1

Commitment No. 1279.0070(0)R)(2)

1. Instrument(s) crenting the estate or Interest to be insured must be approved, executed and filed

<= for reeord, to wit! S . -

Limjted Wamanty Desd from Bawelt Carpet Mills, Ine,, to Q.BP. Co, Inc., & Delaware

cotpotation, to convey title to the proposed Tnsured.

Said deed must be executed pursuant to proper corperate authozity, and the Company must be

furnished satisfactory documentary proofthereof.

2, Payment of the full consideration to, or for the sccount of, the grantors or morigagoss.

3, Payment of all taxes, charges, assessments, levied and assessed against subject premnises, which
are dus and payable.

4, Satisfactory evidence ghould be hed that Improvements end/er repairs or alterations thereto are
completed; that contractor, subcontractor, lebor and materiglmen are all paid.

5, The following must be funished in form and substance satisfactory to the Company to delete or
amend (in acoordance with the facts established) the Standard Exceptions set forth on the inside
cover of this Commitment:

(@  As.to Stendsrd Bxception Number 2: Satisfactory proof in affiduvit form establishing
who s in possession of the subjest property.

()  Asto Standard Bxception Numbets S and 61 A currentend aceursie survey and surveyors
inspection report covering the subject property.

(©  As.lo Stasdard Puxception Number 3: Satisfactory evidence should be had that
improvements andfor repairs or aiterations thereto ere completed; that confractors,
subcontractors, laborers and materialmen dre paid in full,

(d}  As_to Stendard Exception Number 4; Receipt of satisfuctory proof of peyment of ol
texes, charges, water bills, assessments, levied and assessed ogainst subject praperly,
which are due and payoble, togsther with an affidavit from the owner of the subject
property ns of the effective date of insured instrument, stating that ol taxes, charges,
water bills, assessments, levied and assessed agninst subiect property which are due and
payable have been peid, and that seid owner bas nc koowledge of any pending
pssessments,

Nofe: The company requires copies of the waoter bills for the Inst three billluy eyeles.

6. Unless this transaotion Involves only renl estate containing one to four residential units 05 shown
on 1 eurrent plat of survey, the Company must be furnished with:

(s)  satisfactory proof that the subject propecty is not “commercial res! estate” as defined by
0.C.G.A. § 44-14-601, or

TS gn 2z ALTA Commitment vith Geargis modiBoatlons 67EH06
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STEWART TITLE GUARANTY COMPANY
ALTA COMMITMENT
SCHEDULE B -- SECTION 1 (CONTINTGED)

Commitment No, 1279.0070(0) (R)(2)

8.

(t)  satisfactory proof in affidavit form fom both the seller and the buyer (or the borrower if

there is no sale involved) (i) that no broker's services have been engaged with regard to
the management, sale, purchase, lease, option or other conveyance of any interost in the
subject carmmercial real estate snd (i) that no notics of lien for any such services has
been recelved. In the svent that safd affidavit containg any qualification with respect fo
such services, proof of payment in full for all sush services, topether with a lien waiver or
estoppe! letter Fom such identified broker, must be cbinined,

Note: Where the possibility of a right to file 2 broker’s lien is determined and no Yen
waiver nor estoppe! letier is fumished to the Company, sn exception as follows will be
taken it the flnal policy:

“Any brokers lien, or right to a broker's lien, iraposed by law.”

Payment, satisfaction, and cancellatlon of record of Deed to Secure Debt and Assipnment of
Rents and Leases from Barrett Carpet Mills, Inc., a Georgia corporation, to Wells Fargo Capital
Finance Corposation Cenade, an Ontarip corporation, dated August 6, 2013, filed for record
August 14, 2013 at 1:23 pam, recorded in Deed Book §930, Page 225, Records of Whitfeld
County, Georgia,

Termtination of record of UCC Financing Statement No, 155-2013-0443 baving Bearrett Capet
Mills, Inc., ag Debtor, and Wells Fargo Capital Finance Corporation Canade, as Secured Parly,
filed for record April 12, 2013 at 10:32 a.m. In Whitfield County, Georgle, and sntered in the
Cenird} Indexing System of Georgia; s contlmued by UCC Financing Statement Amendment
No. 155-2018-0012 having Barrett Carpet Mills Inc., as Debfor, and Wells Fargo Bank, National
Association, #s Secured Party, filed for record January 4, 2018 af 2:44 p.m. in Whitiield County,
Georgle, end enfered in the Central Indexing System of Georgin; as further continued by UCC
Finanoing Statement Amendment No. 155-2018-0390 having Barrett Carpet Mills, Inc., as
Debior, and Wells Farpo Capital Pinance Corporation Canada, as Secured Party, filed for resord
March 22, 2018 at 9:53 am, in Whitfield County, Georgin, and entered in the Ceniral Indexing
Syster of Georgia.

AS AMATTER OF INFORMATION:
2017 State and County real property ad valorem taxes weve paid December 15, 2017 as follows;

(&)  for Map Reference No, 12-333-01-014 in the amount of $14,670.22;

(&)  for Map Reference No. 12-333-01-057 in the amount of $138,58;

(¢ for Map Reference No, 12-333-01-071 in the smount of $14,923,50; snd

(&)  forMap Reference No, 12-333-01-036 In the amount of $107.17.

Note: C;.jty of Dalton property texes are collected by the County and included in the amoents referenced
gbove,

BIANIB gt 3 ALTA Commitrent with Georgla madilicuilons 706
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) STEWART TITLE GUARANTY COMPANY
ALTA COMMITMENT
SCHEDULE B --SECTION 1t (CONTINUED)

Commitment No. 1270.0070{0)R)(2)

" AS AFURTHER MATTER OF INFORMATION:

The Tract I legal description contained in that certain Warranty Deed and Engement recorded in Deed
Bogk 663, Page 240, Records of Whitield County, Georgia, containg a eorivener’s error regarding the
eompass direction in the third course,

Bante s 4 ALTA Commitment with Qeasgls mudifisations &/ 736

286863692




STEWART TITLE GUARANTY COMPANY
ALTA COMMITMENT
SCHEDULE B - SECTION 2

Commitment No, 1279.0070(0)R)Q)

1

i

Schedule B of the polioy or policies to be jssued will contain exceptions to the following matters unless
 the same are disposed of 1o the satisfuBtittof the Company: ' .

Pefects, Hens, encumbrances, adverse claims, or other matters, if any, created, fivst appearing in
the publio records or atteching subsequent to the effecHve date hercof but prior to the date the
proposed insured scyuires for velue of record the estate or interest or mortyege thereon covered
by this Commitment,

Standard Exceptions

2. Rights or clalms of parties fn possession not showa by the public recards.

3, Any len, or right to & lien, for services, labor, or materis] heretofore or heresfter fumished,
imposed by iaw and not shown by the publio recornds,

4, Teaxes or specicl assesseenty which are not shown as exdsting lens by the public records,

5 Any enoroschment, encumbrance, violation, vadation, or adverse circumstance affecting the
Title that would be disclosed by an socurale end complete land survey of the Land.

& Basements, ot claims of easements, not shown by the public records.

Speelal Exeoptions

7. All taxes for the vear 2018 end subsequent years and any additional taxes due a5 a result of n
reassessment or a rebillivg of the subject property, Execoptien is falion ng to all pust due and
poyable water and sewer bills,

8. This policy of title insurance affords assurance as to the Jacation of the boundary lines of the
subject property, but does not insure the engineering calculations in computing the exact amount
of asreage conteined therein,

9, Utilities Hosement from Roy Bamett to Burett Carpet Mills, Inc,, dated February 19, 1981, filed
for record February 19, 1981 at 2:00 pam., recorded in Deed Book 663, Puge 245, Records of
Whitfisld County, Georgla.

{0, Farty Walls Agresment between Roy Barelt and Berrett Carpet Mills, Inc, a Cempgla
corporation, dated Pebruary 10, 1981, filed for record February 19, 1981 at 2:00 p.m., recorded
in Deed Book 663, Page 247, aforesald Records,

11, Inteatlonatly deleted,

2t 5 ALTA Commiiment with Qcorgia modilicaslons &L7/08
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STEWART TITLE GUARANTY COMPANY
ALTA COMMITMENT
SCHEDULE B - SECTION 2 (CONTINUED)
Commitment No. 1279.0070(0)R) (2

12,  Drainage vights contrined in Right of Way Deed from Roy C, Barrett to Whitfield County, dated
" Muorch 31, 1989, filed for rotord Jenvary 22, 1990 at 8:00 e.m., recorded in Deed Book 2110,
Page 337, aforeseid Records.

13.  ALTA/NSPS Land Title Survey for Hollend & Kaight LLP, Specialized Title Services, Ing., and
Stewart Title Guaranty Company, prepared by Travis Proftt & Associates, Ing., Job Ne. 1-18-
0305.600, bearug the seal and cerfification of Jaime F. Higgins, Georgia Registered Land
Surveyor Mo, 2802, dated Aupust 23, 2018, Jest revised . 2018, discloses the
following:

(&} Wator vaults Josnted in the castemn portion of the subject property;

by Power, tolephone, end cablo orossing the easter portion of the subjest property;
{¢}  Powerlines traversing the central portion running north to south;

(@  Firehydesnis Iocated in the southern boundary of the subject property;

(¢)  Storm drainage comprised of 24° RCP with drop inlets; and

()  Gasregulator located inthe northern portion of the subject property.

14, Any security interest created st closing,

NOTE: Ga loan poileles, Junior end subrdinete maiters, iF pay, Wit not be reftected in Scheduln B,

gt ] ALTA Commitmsnt with Geosgle madifontloas 17/68
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EXHIB'{'I‘ Nﬁll

RECORD LEGAL DESCRIPTION

ALL THAT TRACT OR PARCIEL OF LAND, lying, slivated and being in Land Lot 333, 12th
District, 3rd Section, Whitficld County, Georgls, ond being known and described as pants of Lots
9, 10 and 13 of the J, A, MacForland Form Subdivision, es per plat of said subdivision recorded in
Piat Book 1, Poge 86 (Plat Cabinct A, Stide 21), Whitfield County Land Records, and being morce
particularly described a5 ollows:

COMMENCE ot the nonhwest corncr of the inlorscetion of Brickyard Road with Abutment
Roed, run thence North along the west side of said Abutmeat Road 350 feet to THE TRUE
POINT OF BEGINNING, FROM THE TRUE POINT OF BECINNING AS THUS
ESTABLISHED, run South 88 degrees 35 minules West 881.88 feet to an iron ping thence
conlinue South B8 degrees 29 minutes Wost 200 Feet to an iron pin; thence North 01 degroes 31
minutes West 265 {tot to on iron pin; thenee North 88 degrees 29 minules East 197,53 eetto
point; thence North 01 degree 31 minutes West 110,46 feet to & pointy thence North 88 degress
§1 minules Enst 681,66 [eet to 2 point; thence South 0! degree 31 minules Hast 180 kel to s
point; theaee North 88 degrees 51 minutes Bast 200 foet to & point; thence South 01 degree 31
minutes East 191,40 feet to the TRUE FOINT OF BEGINNING.

LESS AND EXCEPT:

RIGHT-OF-WAY Y: BEING that portion of the lands described above cncompessed by a
Public Road rumning in & nonherly dirsction Fom the Brickysrd Road traversing the
westernmost portion of Parect I and shown on the Plat prepared by Poter L, Bakhum, dated
Seplember 3, 1974,

RIGHT-OT-WAY TI: BEING that portion of the lands described shove which Roy €. Barrelt
coaveyed to Whitfield County as a right-oFway for Abuttnent Road by Right of Way Deed dated
March 31, 1980 and filed nnd vecorded on Januery 22, 1990 in Deed Book 2114, Page 337,
Superior Court Cletk's Office, Whitfield County, Georgia, '

RIGHT-OF-WAY TIT: BEING any portion of the londs described above which Roy C. Barretl
conveyed to Whitficld County 88 a right-of-way for Abutmont Road by Right of Way Deed dated
March 31, 1989 and [led and recorded on August 1, {989 in Deed Book 2078, Page 157,
Supettor Court Clerlc's Offlce, Whitfleld County, Georgia,

TOGETHER WITH;

All that tract and parcel and land snd belng part of land lot number 333 of the 12th District and
ard Scetion of Whitficld County Georgia and belng .50 acres more or loss o per 8 survey of said
preperty recorded In Plol Book I prge 154 in records ol the Clerk of Courl of Superior Court of
Whitfield County Georgie. Safd Plot is hereby Incorporated for a full and complete description of
the properly, This properly is the some properly conveyed {o (he grantors by & Warrenty Deed
recarded ot Deed Book 2254 page 332 and 333 of Deed Record of Clerk of the Superlor Court of
Whitficld County Georgia on November 18, 1991

Toge { of 2
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EXHIEITA>->-

ALSQ DESCRIBED AS:
SURVEY LEGAL DESCRIPTION

Al thet trnet or parcel of [and lying and being in Land Lot 333 of the 12th District, 3zd Section,
City of Dnlton, Whitficld County, Georgin and belng mare particularly described as Eollows;

COMMENCING et & point et tho Infersegtion of tho westetly tghtofway of Abutment Road
(80’ right-afway) and the southerly rght-of-way of MeFarland Road (50" right-of way) i rlght-
of-way lincs were extended to form a point; THENCHE loaving seid Intersection aleng the rght-
ol-way of Abutment Road {(80' right-of-way) South a distance o' §14.18 fest (o an {ron pin sel,
snid iron pin being the POINT OF BEGINNING,

THENCE from said POINT OF BEGINNING along the right-of-way of Abuimea! Roed elong
2 curve to the right with o madius of2920,75 feet and an ave lcagth of 191,19 feet, said curve
having o chord bearing of South 01 degrees 56 minntes 11 soconds West and a chord distance of
191,16 feet to an fron pin set; THENCE leaving said right-of-way of Abutment Road North 89
dogrees 52 minutes 39 scconds West a distance of 607,57 feot to a 3/4 inch rebar found;
THENCE North 89 deprees 4] minutes 56 seconds West o distance of 443,75 feet to an bron pin
sot; THENCE North 00 degrecs 30 minutes 22 scconds East a distance of 268,54 feat to a point;
THENCE Naorth 89 degrees 08 minutes 11 seconds West o distance ol 2,47 feel to s rall rond
spike found; THENCE North 00 degroes 46 minutes 51 secands Eest a distance of 110,36 feet to
2 .3/4 inch open top pipe found; THENCE South 88 degrees 32 minutes 5] seconds Essta
distance of 196,89 feet to a 1/2 inch open top pipe found; THENCE North 89 dogrees 35 minutes
43 seconds Fast a distance 043,47 feet to & 1/2 inch rebar found; THENCE North 89 degrees 43
minutes 19 scconds Eest a distance of 256,68 fect to a 1/2 inch rebar found; THENCE South 88
degrees 50 minutes 06 seconds Eest o distance of 381.54 feet to a 142 inch rebar found; THENCE
South 00 doprees §6 minutos 04 seconds West & distance of 180,00 feet to en iron pin scf;
THENCE Scuth 89 degrees 31 minutes 56 scconds Bast a distance of 178,23 feet {o an fron pin,
stid fron pin being the POINT OF BEGINNING,

Said tract containg 364,740 squarc feet or B.3733 acres,

Poge 2 of2

28686369.2




EXHIBIT C
SURVEY
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EXHIBIT D
CONTRACTS

None,
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EXHIBIT E

PENDING ACTIONS

On May 25, 2017, The Water Works and Sewer Board of the Town of Centre (“Plaintiff”) filed a
lawsuit against entities involved in the carpet manufacturing process, including Kraus USA, Inc.
fk/a Barrett Carpet Mills, Inc. (“Kraus™), in the Circuit Court of Cherokee County, Alabama
(Case No. 13-CV-2017-6000492,00). Plaintiff's Complaint alleges that it has been damaged by
Kraus's and other similarly situated entities’ use (or prior use) of perfluorinated compounds to
impart water, stain and grease resisfance to carpet and other textile products in manufacturing
facilities located in Dalton, Georgia. On June 1, 2018, Kraus filed its answer and affirmative
defenses to Plaintiff’s Complaint disputing Plaintiff’s allegations in their entirety, Kraus infends
to defend itself vigorously against all claims made against it in the litigation.
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EXHIBIT F
PHYSICAL CONDITION OF PROPERTY

Some roof leaks and other water ingress immaterial to operation of facility,

Some damage to walls immaterial to operation of facility,
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EXHIBIT G
ENVIRONMENTAL MATTERS

Possible asbestos in roof panels,

At least two present or former underground storage tanks previously utilized for storage of
substance believed to consist of latex.
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IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT, R.S.C. 1985, C. C-36, AS AMENDED
AND [N 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-18-604759-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE

PROCEEDING COMMENCED AT
TORONTO

SUPPLEMENTARY AFFIDAVIT

Cassels Brock & Blackweli LLP
2100 Scotia Plaza

40 King Street West

Toronto, ON M5H 3C2

David 8. Ward LSUC#: 33541W
Tel: 416.869.5860

Fax: 416.640.3154
dward@casseisbrock.com

Larry Ellis LSUCH: 49313K
Tel: 416.860.54086

Fax: 416.640.3004
lellis@casselsbrock.com

Erin Craddock LSUCH 62828/
Tel: 4186.860.6480

Fax: 416.644.9324
ecraddeck@casseishrock.com

Lawyers for the Appiicants
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CONFIDENTIAL EXHIBIT "A™

(filed separately)



TAB 3



Court File No. CV-18-604759-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.S8.C. 1985, ¢.C-36 AS AMENDED

AND IN THE MATTER OF A PROPOSED PLAN OF
COMPROMISE OR ARRANGEMENT WITH RESPECT TO
KRAUS 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

L On September 11, 2018 (the “Filing Date™), Kraus Brands Inc., Kraus Canada Ltd., Kraus
Carpet Inc., Kraus Properties Inc., Kraus USA Inc., and Strudex Inc. (collectively, the
“Applicants™) filed for and obtained protection under the Companies’ Creditors
Arrangement Act (the “CCAA™). Pursuant to the Order of this Court granted September
i1, 2018 (the “Initial Order™), Deloitte Restructuring inc. (“Deloitte™) was appointed as
the Monitor in these proceedings (the “Monitor™). The Initial Order provided for a stay of
proceedings against the Applicants through October 11, 2018 and extended the relief under
the Initial Order to the partnerships (the “Partnerships”™ and together with the Applicants,
the “Kraus Group™) listed in Appendix “A” in the Pre-Filing Report (defined below).
The proceedings commenced by the Applicants under the CCAA will be referred to herein

as the “CCAA Proceedings”.
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On September 11, 2018, Deloitte filed the Pre-Filing Report of the Proposed Monitor (the
“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 the Kraus Group’s operations. Copies of the Pre-
Filing Report, the Initial Order, and the service list in respect of the CCAA Proceedings
are available on the Monitor’s website at http://www.insolvencies.deloitte.ca/en-ca/kraus

{the “Monitor's Website™}.

At the hearing for the Initial Order, a comeback hearing in respect of the Initial Order was
set by the Court for September 18, 2018 (the “Comeback Hearing™). At the Comeback
Hearing, the Applicants will be seeking an order, among other things, approving an
agreement of purchase and sale dated September 10, 20[8 (the “TPS Purchase
Agreement”) between Q.E.P. Co., Inc. (the “Purchaser”) and certain Applicants, as
vendors (coliectively the “Vendor™), and an Order vesting the Purchased Assets (as that
term is defined in the TPS Purchase Agreement) in the Purchaser free and clear of liens

and/or other encumbrances.

A more detailed description of the Kraus Group’s business operations and background in
its restructuring proceedings in the period prior to the Filing Date was provided in the
Emmott Affidavit (defined below) and in the Pre-Filing Report, which have been posted

on the Monitor’s Website.



PURPOSE

The purpose of this First Report is to provide the Court with information and/or updates on

the following:

a)

b}

d)

¢)

The activities of the Monitor from the Filing Date to the date of this First Report;

The Transition Services Agreement (defined below);

The TPS Purchase Agreement, including the sale of the Dalton Premises (defined

below);

Pre-filing cash disbursements and the proposed amendment to the Initial Order in

respect of such disbursements;

The Wells Fargo Borrowing Base;

Status of the Kraus Group’s bankruptcy proceedings in the United States (“U.S.

Proceedings™); and,

The Monitor’s recommendations in respect of the relief sought by the Applicants.

TERMS OF REFERENCE AND DISCLAIMER

In preparing this First Report and making the 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 “Information™).

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 partially comply with Canadian Generally Accepted Assurance Standards
(“Canadian GAAS”) pursuant to the Chartered Professional Accountants Canada
Handbook and, accordingly, the Monitor expresses no opinton or other form of assurance

contemplated under Canadian GAAS in respect of the Information.

Some of the information referred to in this First Report consists of financial projections.
An examination or review of the financial forecasts and projections, as outlined in the

Chartered Professional Accountants Canada Handbook, has not been performed.

Future oriented financial information referred to in this First Report was prepared based on
Management’s estimates and assumptions. Readers are cautioned that since projections
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.

Unless otherwise stated, all monetary amounts noted herein are expressed in Canadian
dollars. All terms not defined herein shall have the meanings ascribed to them from the
Affidavit of Chris Emmott, sworn September 10, 2018 (“Emmott Affidavit”) and the Pre-

Filing Report.



ACTIVITIES OF THE MONITOR SINCE THE FILING DATE

The Monitor fulfilled the requirements set out in Paragraph 39 of the Initial Order in respect
of notifying Kraus Group’s creditors and other stakcholders of the CCAA Proceedings

including the following:

a) The Monitor has arranged to publish a notice in the Globe and Mail (National
Edition) on September 18, 2018 and September 25, 2018. The notice contains the
information prescribed in accordance with Section 23(1)a) of the CCAA. The

Monitor will update the Court 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 11, 2018, made the Initial Order, the Emmott
Affidavit, and the Pre-Filing Report publicly available by posting

them on the Monitor's Website;

. By September 14, 2018, sent a notice (the *Notice™) 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 Website. A copy ofthe Notice is attached

hereto as Appendix “A”; and

it Prepared a list of known or potential creditors of the Kraus Group

showing their names, addresses and estimated claim amounts and



made it publicly available in the prescribed manner by posting it on

the Monitor’s Website on September 14, 2018.

12. The Monitor has also engaged in the following activities since the Filing Date:

a)

b)

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 the beginning of each week for the
preceding week. As a complete weekly review cycle was not complete as of the
date of the First Report, the Monitor will provide an update on any variance in the
actual receipts and disbursements compared to the receipts and disbursements set

out in the Cash Flow Statement within the Pre-Filing Report in a subsequent report;

Held discussions with Management and employees regarding the following:

i The treatment of outstanding wages, vacation pay and other

employee-related items;

i Various ad-hoc requests related to suppliers with respect to their

rights and remedies with regard to the CCAA Proceedings; and,

Hi. Management’s strategy for realization of finished goods, raw
materials and machinery in relation to the manufacturing of
residential and commercial broadloom carpet (“Broadloom

Business™};



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) andfor e-mail address

(kraus(@deloitte.ca) from the Kraus Groups’ creditors and other stakeholders.

As discussed in the 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 Wells Fargo Capital Finance
Corporation Canada (“Wells Fargo™) and Red Ash Capital Partners II Limited
Partnerships’ (“Red Ash™) security within Canada. The Monitor will report to the Court

on the validity of the Wells Fargo and Red Ash security in a future report.

The Monitor has retained Sheppard, Mullin, Richter & Hampton LLP as independent U.S.
counsel ("U.S. Counsel”). 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 Pre-Filing Report, if there was
a conflict, they would retain local counsel to complete the security review. U.S. Counsel
have noted that the total cost of this security opinion will be less under this situation than
if U.S. Counsel exclusively completed all security reviews. The retention of independent
local counsel and the completion of the security opinions are both ongoing as of September

17, 2018.



TRANSITION SERVICES AGREEMENT

References made to paragraphs 3 to 5 of the supplementary affidavit of Chris Emmott,
sworn September 17, 2018 (“Supplementary Emmott Affidavit™), wherein the Transition

Services Agreement (defined below) is described.

The Monitor has reviewed an unsigned draft 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 be executed by the parties in the

coming days.

The purpose of the Transition Services Agreement is to document the respective services
that the Vendor and Purchaser will provide to each other commencing in October 2018.
The intention of the parties is that the compensation charged for each of the services
provided by one party to the other reasonably approximates that cost of that service,
including the costs of employee wages and compensation and third party out-of-pocket
costs. Settlement of amounts owing for services provided will be made monthly in arrears.
The Monitor has not been privy to the negotiations of the costs for each service to be

provided.

With respect to employees, responsibility for the payment of wages and compensation will
remain with the party providing the service so there will be no change in the payment

arrangements for these employees.



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 Transition Services Agreement terminates as each specific service is no longer

required, and can also be terminated on 30-days’ notice by the recipient party.

F, TPS PURCHASE AGREEMENT

Update on the TPS Business

21, The Monitor has been on-site at the head 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 to the TPS Purchase Agreement, the Kraus Group is required to operate the TPS
Business in the ordinary course of business and maintain the TPS Business “substantially

intact”,

23. The Monitor notes that the Kraus Group has been operating the TPS Business in

accordance with the requirements of the TPS Purchase Agreement.
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TPS Purchase Agreement

24,

]
(¥,

The Monitor set out information 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 reasonable or likely alternatives that would offer a better return to the creditors

of the Kraus Group. The Monitor is supportive of the TPS Purchase Agreement.

The Monitor has reviewed the draft Approval and Vesting Order (Purchase Agreement)
that the Applicants intend to seek at the Comeback Hearing (“Approval and Vesting

Order™) and note the following:

a) The Monitor is to certify the performance of the following:

i The payment of the purchase price;

IR The conditions to closing as set out in the TPS Purchase Agreement

have been satisfied or waived by the two parties; and,

Hi. The transaction has been completed to the satisfaction of the

Maenitor.

b) The Monitor is to enter into an escrow agreement with certain of the Applicants
and the Purchaser (the “Escrow Agreement”) pursuant to which the Monitor will
hold in escrow the holdback amount pursuant to the TPS Purchase Agreement until
the conditions have been met pursuant to the Escrow Agreement and the funds are

refeased by the Monitor,
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The Monitor agrees to the duties summarized in the Approval and Vesting Order and agrees
to be the escrow agent pursuant to the Escrow Agreement and to certify of the performance

of the conditions pursuant to the Approval and Vesting Order,

Dalton Real Estate

27,

Kraus USA Inc. owns and operates a 162,000 square foot facility in Dalton, Georgia, that
provides warehousing and logistics services for the Kraus Group (the “Dalton Premises™).
A purchase and sale agreement was made and entered into as of September 10, 2018
between Kraus USA, Inc. and the Purchaser for the sale of the Dalton Premises (the
“Dalton Premises Purchase and Sale Agreement™). A copy of the Dalton Premises
Purchase and Sale Agreement is attached as Exhibit “B” to the Supplementary Emmott

Affidavit.

As described in the Supplementary Emmott Affidavit in paragraphs 6 to 13, the Dalton
Premises are an integral element of the TPS Business 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 Monitor
and was negotiated and has been included as part of the overall consideration of the TPS
Purchase Agreement. The purchase price for the Dalton Premises represents less than 10%

of the purchase price contemplated by the TPS Purchase Agreement.

The Monitor notes that the last valuation of the Dalton Premises was obtained on April 15,
2014, after being carried out by William Yarbrough and Associates (“the Dalton

Appraisal”). The Dalton Appraisal indicated a value lower than the purchase price



30.
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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 retumn
to the Kraus Group than a forced liquidation scenario. As such, the Monitor supports the

overall transaction as contemplated in the TPS Purchase Agreement.

The Proposed Monitor understands from Management that the Applicants’ secured lenders,
Wells Fargo and Red Ash, have been consuited and are in favour of the proposed sale of
the Dalton Premises, although the Proposed Monitor was not a party or privy to these

discussions.

PRE-FILING CASH DISBURSEMENTS AND PROPOSED AMENDMENT TO

THE INITIAL ORDER

3t

32

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 the continuation of

the TPS Business.

As noted in the Pre-Filing Report in paragraph 47, due to the unigue nature of the TPS
Purchase Agreement, there are certain pre-filing trade Habilities that are forecast to be paid
in the normal course of operations during the CCAA in order to operate the TPS Business
as a going concern in accordance with the TPS Purchase Agreement. The Monitor has

obtained from Management an estimate of these amounts, which are forecast to total $9.1
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million over the first thirteen weeks of the CCAA Proceedings. These specific 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 settfement of these pre-filing trade liabilities is

necessary as:

a)

b)

d)

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 TPS Business trade liabilities
will not affect the overall consideration from the transaction, but will, instead, result

in these liabilities being paid prior to closing;

The settlement of the pre-filing TPS Business trade liabilities as they come due will
greatly facilitate the continuation of the TPS Business in the ordinary course until

closing;

The going concern operation of the TPS Business is a key requirement of the TPS
Purchase Agreement and, according to Management, is not possible without the

payment of such pre-filing trade liabilities; and,

These payments were provided for and included within the Cash Flow Statement
included in the Pre-Filing Report and submitted to the Court in the Applicants’

CCAA Proceedings 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 have been paid in preference to other unsecured creditors, but is of the view

that this is necessary in order to facilitate the closing of the TPS Purchase Agreement.

34 Management and the Monitor discussed the forecast payments related to pre-filing amounts
in the outstanding cheque listing as at the Filing Date, the disbursement schedule for the

week of September 14, 2018, and the forecast payments for the period up to the close of

the TPS Purchase Agreement. These payments have been summarized below:

Pre-Filing Anticipated Outstanding

Disbursements For the Week Ending  Cheque

(000's CAD) Amounts

TPS 7 QEP Transaction - A/P $ 427 $ 2239 £ 2471 $ 4291 % 9,129
TPS 7 QEP Transaction - Emplovees 1 509 529 - 1,039
Broadloom Business - Other Pre-Filing 2 3 - - 5
Broadioom Business - Employees 41 370 264 - 674
Total $ 471 5 3120 § 2964 S 4291  $18,846

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 facilitate the operations of the TPS Business and
liquidation of the Broadloom Business. There are also pre-filing Broadloom amounts
which have been paid during the week ended September 14, 2018. These payments relate

to miscellaneous expenses fess than $500 each and total approximately $5,000.

36. The Monitor reviewed confirmations from the Applicants’ bank, which showed that

outstanding cheques not included in the chart above had stop payment orders applied to
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them. The 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, 2018 that was submitted to Wells Fargo on September 12,
2018.

38. The Monitor reviewed the WF BBC and noted that it calculated borrowing base availability
of $5.7 million with collateral of approximately $51.8 million compared with borrowings
of $46.1 million. The Kraus Group were onside their financial covenants with Wells Fargo.

L STATUS OF THE KRAUS GROUP’S BANKRUPTCY PROCEEDINGS IN THE

UNITED STATES

39. On September 11, 2018, Kraus Carpet Inc. (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 for Entry of Provisional and Final Orders
Granting Recognition of Foreign Main Proceeding and Certain Related Relief (the
“Chapter I8 Motion™), attached as Appendix “B”, in the United States Bankruptcy Court

for the District of Delaware (the “Bankruptey Court”) seeking:
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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 section 362 and 365(¢) of the Bankruptey Code on an interim basis under

section 1519 of the Bankruptcy Code; and

b) Entry of a final order recognizing the CCAA Proceedings as a foreign main
proceeding and granting a stay of execution against the Kraus Group’s assets and
applying section 362 and 365(e) of the Bankruptcy Code under sections 1520 and

1521 of the Bankruptcy Code.

On September 12, 2018, the Bankruptey Court held a hearing and granted the Chapter 15
Motion on an interim basis and entered a Provisional Order Granting Recognition of
Foreign Main Proceeding and Certain Related Relief, recognizing the CCAA Proceedings
as a foreign main proceeding and granting a stay of execution against the Kraus Group’s

assets and applying section 362 and 365(e) of the Bankruptcy Code.

in 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(a), 363, 365, 1501, 1507, 1520,
and 1521 of the United States Bankruptey Code, and Rules 2002, 6004, 6006, and 9014,
of'the Federal Rules of Bankruptcy 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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44,

b) Authorizing the sale of the Kraus Group’s TPS Business free and clear of any and

all hens, claims, encumbrances and other interests; and

c) Granting related relief,

A hearing date is scheduled for October 3, 2018 to consider the Sale Motion and entry of
a final order on the Chapter 15 Motion, which will be summarized in a subsequent report

of the Monitor.

RECOMMENDATIONS

In the Monitor’s opinion, the Kraus Group is acting in good faith and with due diligence in
accordance with the terms of the Initial Order in an effort to maximise the return to its
creditors. To date, progress has been made to institute programs to sell the finished goods
materials from the Broadloom Business and ensure the going concern value of the TPS

Business in accordance with the Initial Order and the TPS Purchase Agreement,

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 the sale of the Dalton Premises as part of the TPS Purchase Agreement; and,



b) The amendment of the Initial Order to allow for payments of pre-filing trade
creditors integral to the going concern operations of the TPS Business up to $10.0

mitlion.

45, For the reasons outlined herein, the Monitor recommends that the Court grant the relief

sought by the Kraus Group.
All of which is respectfully submitted this 17" day of September, 2018,

Deloitte Restructuring Inc,,
solely in its capacity as Court-appointed Monitor
of the Kraus Group and not in its personal capacity

P

Paul M. Casey, CPA.CA, FCIRP, LIT
Senior Vice-President
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Notice to Creditors



" Deloitte Restructuring Ine.
e o I e Bay Adelaide East
@ 8 Adelaide Street West, Suite 200
Yoronto ON M5H 0AS

Canada

Tel 418-801-6150
Fax: 416-801-6690
www.deloitte.ca

September 12, 2018

To Whom It May Concern:

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 11, 2018, the Kraus Group sought and obtained protection
pursuant to the Companies’ Creditors Arrangement Act (the “CCAA”) before the Ontario
Superior Court of Justice (Commercial List) (the “Court™).

Deloitte Restructuring Inc. has been appointed as monitor in the Applicants’ CCAA proceedings
(the “Monitor™)} pursuant to the Initial Order of the Court dated September 11, 2018 (the “Initial
Order™).

Copies of the Initial Order and the Applicants’ application materials have been posted on the
Monitor’s website at: http://www.insolvencies.deloitte.ca/en-ca/kraus (the “Website™).

The Initial Order provides, among other things, for a stay of proceedings until October 11, 2018
{the “Stay Period”) in respect of the Applicants. The Stay Period may be extended by the Court
from time to time.

During the Stay Period, all parties are prohibited from commencing or continuing legal or
enforcement actions against the Applicants and all rights and remedies of any party against or in
respect of the Applicants or its assets are stayed and suspended except with the written consent
of the Applicant and the Monitor, or leave of the Court.

Creditors are not 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@deloitte.ca or call the Monitor’s dedicated phone line at 416-354-0883.

Deloitte Restructuring Inc.

In its capacity as Court Appointed Monitor of the Kraus Group
8 Adelaide Street West, Suite 200

Toronto, Ontario, M3H 0A9

Per:
11 :‘/, ‘;
' e L

i
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| If ;_f.(b SRR ._,,,é.-- £ E

Jorden Sleeth
Senior Vice-President



Appendix “B”

Provisional Order Granting Recognition of Foreign Main
Proceeding and Certain Related Relief
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

e T Chaper s
Kraus Carpet Inc., etal., Case No. 18-12057 (KG)
Debtors in a Foreign Proceeding. Jointly Administered
RE: DL §
............................. X

PROVISIONAL ORDER GRANTING RECOGNITION OF FOREIGN MAIN
PROCEEDING AND CERTAIN RELATED RELIEF

Upon the motion (the “Motion”)* 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, ¢. C-36 (as amended, the “CCAA”) pending before the Ontario

Superior Court of Justice (the “Canadian Court”™), pursuant to sections 105(a) 362, 365(e), 1517,

1519, 1520, and 1521 of'title 11 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
Inc. {1102); Kraus Canada Ltd. (1300); and Kraus Brands Inc. (8885). The Debtors’
mailing address for purposes of these chapter 15 cases is 65 Northfield Drive West,
Waterloo, Ontarie, Canada.

Capitaiized 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 157 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; 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 Declaration of Christopher Emmott in
Support of (4) Motion of Foreign Representative for Entry of Provisional and Final Orders
Granting Recognition of Foreign Main Proceeding, and (B) Other First Day Relief (the “Emmott
Declaration™), and the verified chapter 15 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 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 this 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 to consider this matter pursuant to sections 157 and
1334 of title 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 to section 1537(b)(2)(P) 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 15 cases where commenced by the Foreign
Representative's filing of a verified voluntary Chaprer 15 Petition for Recognition of a 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} the Foreign Representative is a “foreign
representative” as that term is defined in section 101(24) of the Bankruptcy Code, (¢) all
statutory elements for recognition of the CCAA Proceeding are satisfied in accordance with
section 1517 of the Bankruptey 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 Bankruptey Code, and (e) that application of

section 365(¢) on an interim basis to prevent contract counterparties from terminating their
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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 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 will take the position that
the commencement of the CCAA Proceeding authorizes them to terminate such contracts or
accelerate obligations thereunder.

L. The Foreign Representative has demonstrated that 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 the United States, and cause substantial harm to the
Debtors’ ¢reditors 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.



Case 18-12057-KG  Doc 17 Filed 09/12/18 Page 5016

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, ADJUDGED AND DECREED THAT:

1. 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 Bankrupicy
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 this Order is in effect, pursuant to sections 1519(a)(3) and 1521(a)}(7) of the
Bankruptcy Code, sections 362 and 365(¢) 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.

S. 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 Debtors’ assets;
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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 than the Foreign Representative,

€) commencing or continuing an individual action or proceeding concerning
the Debtors’ assets, rights, obligations, or liabilities; and

f) 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

arising from or related to the implementation, interpretation, and/or enforcemgnt of this Order.

Dated: é& DT: ,2, 2018

Wilmingjon, Delaware

onorable Kevin Gross
United States Bankruptcy Judge
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

e TR Chapter 13
Kraus Carpet Inc., etal.)’ . Case No. 18-12057 (KG)
Debtors in a Foreign Proceeding. Jointly Administered
: RE:D.L 5
....................................................... X

PROVISIONAL ORDER GRANTING RECOGNITION OF FOREIGN MAIN
PROCEEDING AND CERTAIN RELATED RELIEF

Upon the motion (the “Motion™)* 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, ¢, C-36 (as amended, the “CCAA"™) pending before the Ontario
Superior Court of Justice (the “Canadian Court™), pursuant to sections 105(a) 362, 365(e), 1517,
1519, 1520, and 1521 of title 11 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(¢) of
the Bankruptey 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
Inc. (1102); Kraus Canada Ltd. (1300); and Kraus Brands Inc. (8885). The Debtors’
mailing address for purposes of these chapter 15 cases is 65 Northfield Drive West,
Waterloo, Ontario, Canada.

Capitalized terms used but not defined herein shail 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 157 and 1334 of title 28 of the United States Code, sections 109 and
1501 of the Bankruptey Code, and the Amended Standing Order of Reference from the United
States District Court for the District of De}a\xfare, 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; and due and proper notice of the provisional
relief sought in the Motion having been provided under the circumstances; and it appeaning 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 Declaration of Christopher Emmott in
Support of (A} Motion of Foreign Representative for Entry of Provisional and Final Orders
Granting Recognition of Foreign Main Proceeding, and (B) Other First Day Relief (the “Emmott
Declaration™), and the verified chapter 15 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 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 this 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 to consider this matter pursuant to sections 157 and
1334 of title 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 to section 157(b)}(2)(P) 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 15 cases where commenced by the Foreign
Representative’s filing of a verified voluntary Chapter 15 Petition for Recognition of a 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) 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 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 the Bankruptcy Code, and (¢) that application of

section 365(¢) on an interim basis to prevent contract counterparties from terminating their
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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 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 will take the position that
the commencement of the CCAA Proceeding authorizes them to terminate such contracts or
accelerate obligations thereunder.

R The Foreign Representative has demonstrated that 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 the 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.
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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, ADJUDGED AND DECREED THAT:

I. 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 Bankruptcy
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 this Order is in effect, pursuant to sections 1519(a)(3) and 1521(a)(7) of the
Bankruptcy 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.

S. 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 Debtors” assets;
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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 than the Foreign Representative;

e) commencing or continuing an individual action or proceeding concerning
the Debtors’ assets, rights, obligations, or liabilities; and

f) 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 Bankruptecy Ruie 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

arising from or related to the implementation, interpretation, and/or enforcement of this Order.

Dated: éf’ D'rr ,2 2018

Wilming{on, Delaware

onorable Kevin Gross
United States Bankruptcy Judge
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ONTARIO
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 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

AMENDED AND RESTATED INITIAL ORDER

THIS APPLICATION, made by the Applicants, pursuant to the Companies’
Creditors Arrangement Act, R.8.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 counse! as were present and wished to be heard, no one appearing for any other
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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. 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, filte 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.

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

()  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 material to the continued operation of the Business, provided
that such payments shall not exceed in an aggregate amount of $10 miilion

and are approved in advance by the Monitor.jmn
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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)

(b)

8.

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

payment for goods or services actually supplied to the Kraus Group on or
after the date of this Order.

THIS COURT ORDERS that the Kraus Group shall remit, in accordance with

legal requirements, or pay:

(a)

(c)

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;

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

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
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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 landiord from time to time (“Rent”), 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

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 the employment of such of its employees or temporarily lay off such
of its employees as it deems appropriate; and
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(¢} 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
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 landiord
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 landiord 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
fandlord 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 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.

NO EXERCISE OF RIGHTS OR REMEDIES

15. THIS COURT ORDERS that during the Stay Period, all rights and remedies of
any individual, firm, corporation, governmental body or agency, or any other entities (all
of the foregoing, collectively being “Persons” and each being a “Person”) 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 entitied
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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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
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 CF 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
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are alleged under any law to be liable in their capacity as directors or officers for the
payment or performance of such obligations, untii 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
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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:

(@)

(b)

(c)

(d)

(e)

(f)

(9)

(h}

monitor the Kraus Group's receipts and disbursements;

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

assist the Kraus Group, to the extent required by the Kraus Group, in its
dissemination to Weils Fargo of financial and other information as required by
the Forbearance Agreement (as defined in the Initial Affidavit);

advise the Kraus Group in its development of the Plan and any amendments
to the Plan;

assist the Kraus Group, to the exient required by the Kraus Group, with the
holding and administering of creditors’' or sharehoiders’ meetings for voting on
the Plan;

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,

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

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 Ontaric 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, uniess 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 ifs part.
Nothing in this Order shall derogate from the protections afforded the Monitor by the
CCAA or any applicable legisiation.

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.

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 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”) 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 entitied 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 insclvency made herein; (b) any application(s} for bankruptcy
order(s) 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 fo 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 resuiting 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, (i) 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 htip://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 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
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 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
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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).

GENERAL

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,  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
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.

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 well 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 titie 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.




Kraus Brands LP
Kraus Canada LP
Kraus Carpet LP
Kraus Properties LP
Strudex LP
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Scheduie “A” — Partnerships
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Court File No. CV-18-804759-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE MR. ) TUESDAY, THE 11TH
) DAY OF SEPTEMBER, 2018

) as amended and restated on
TUESDAY, THE 18TH
DAY OF SEFTEMBER 2018

JUSTICE PENNY

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

MENDED AND RESTATED INITIAL ORDER

THIS APPLICATION, made by the Applicants, pursuant to the Companies’
Creditors Arrangement Act, R.S.C. 1985, ¢. 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, ng one appearing for anv other
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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. THIS COURT ORDERS AND DECLARES that the Applicants are companies fo
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.

PLLAN 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 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 whatscever 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 entitied 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.

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; 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.; and

{cy amounts owing 1o vendors determined by the Kraus Group 1o be necessary in

grder to ensure an uninterrupted supply of goods. and/or services (o the Krauy

Group that are material o the continued operation of the Business. provided

that such pavments shall not exceed in_an aggregate amount of $16 million

and are approved in advance by the Monitor imn
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THIS COURT ORDERS that, except as otherwise provided to the contrary

herein, the Kraus Group shall be entitled but not required to pay ali 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)

(b)

8.

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

payment for goods or services actually supplied to the Kraus Group on or
after the date of this Order.

THIS COURT ORDERS that the Kraus Group shall remit, in accordance with

legal requirements, or pay:

(a)

(b)

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;

all goods and services or other applicable sales taxes (coliectively, “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

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 o
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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 landiord from time to time (“Rent”), 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 pericd 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

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;

(by  terminate the employment of such of its employees or temporarily lay off such

of its employees as it deems appropriate; and
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{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 shali 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 entitted 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 payabile 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 landiord 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 refieve 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 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.

NO EXERCISE OF RIGHTS OR REMEDIES

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

any individual, firm, corporation, governmental body or agency, or any other entities (all
of the foregoing, collectively being “Persons” and each being a “Person’) 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, aiter, 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 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
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
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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



210 -

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)

(b)

(c)

(d)

(e)

)

monitor the Kraus Group's receipts and disbursements;

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;

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);

advise the Kraus Group in its development of the Plan and any amendments
to the Plan;

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;

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;

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

time fo 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 controf 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 environmentalily
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 Ontfario 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 shafl 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.

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 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”) in favour of any Person.-notwithstanding the orderof
pe#eeﬁewﬁ%%aehmen%ﬂ%ﬁeﬁ%&—é&%&ﬁgmya&%@-%wpﬁ%@&@%&e&%@e&%@eﬁh&

that-has-not-been
deemed-rusis-and-liens-for unpaid emplovee source dedustions.

35 mm&mm&mwwgmwmeﬂ&smm

35. 36.-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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36. 34-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 application(s) for bankruptcy
order(s) 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 simitar 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
resuit 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. 38 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. 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
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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. 46-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

hito./fwww ontariccourts.calsci/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 URL

www insolvencies deloilte calen-ca/Kraus ("Website”).

40.  41-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
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,  42-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,
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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, 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).

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.  45-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,  48-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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46 47-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, tribunali,
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.  48-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.  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 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.

48.  80-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.




Kraus Brands LP
Kraus Canada LP
Kraus Carpet LP
Kraus Properties LP
Strudex LP
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Schedule “A” — Partnerships
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