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In the Supreme Court of British Columbia

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

AND

IN THE MATTER OF MOUNTAIN EQUIPMENT CO-OPERATIVE AND 1314625 ONTARIO

LIMITED
Petitioners
AFFIDAVIT
I, PHILIPPE ARRATA, of 1077 Great Northern Way, Vancouver, British Columbia,
Businessperson, AFFIRM THAT:
1. | am the Chief Executive Officer of the Petitioner, Mountain Equipment Co-operative

(“MEC”) and a director of the Petitioner 1314625 Ontario Limited (“131 Limited”,
together with MEC, the “Petitioners”), and as such, | have personal knowledge of the
facts and matters hereinafter deposed to, except where stated to be based on
information and belief, in which case | verily believe the same to the be true.

INTRODUCTION
2% All references to “dollars” or “$” herein are references to Canadian dollars.
3. This Affidavit is sworn in support of an application for an initial order (the “Initial Order”)

granting creditor protection to the Petitioners under the Companies’ Creditors
Arrangement Act, R.S.C. 1985, c. C-36, as amended (the “CCAA”"), to facilitate
restructuring the business and affairs of the Petitioners. If the Initial Order is granted,
this Affidavit will also provide background for a proposed comeback hearing (the

“Comeback Hearing”) on or about September 24, 2020 for extended and additional
relief.

4. | am authorized to make this affidavit on behalf of the Petitioners, and the boards of
directors of the Petitioners (the “Boards”) have authorized the filing of this Affidavit and
the corresponding Petition.



For the reasons set out herein, | verily believe. that the Petitioners are insolvent and are
entities to which the CCAA applies.

MEC is currently in the midst of a liquidity crisis, primarily due to difficult retail marketing
conditions, especially for “brick and mortar” retailers as exacerbated by the COVID-19
pandemic. These factors have restricted MEC’s cash flows and prevented it from
refinancing and threaten mid and long-term planning.

As at September 11, 2020, MEC had an outstanding borrowings of approximately $74
million and a credit facility with a current borrowing base of approximately $93 million. In
addition, there are rent deferrals on MEC’s various leases in the total amount of
approximately $4.6 million.

131 Limited is a holding company that is liable under the Guarantee (defined below).

As a result of these factors and based on current cash balances, the Petitioners will be
unable to fund their financial commitments in 2020 absent a restructuring of their affairs.
Accordingly, the Petitioners believe it is in the best interests of the Petitioners’
stakeholders to apply for relief under the CCAA.

THE PETITIONERS’ BACKGROUND

The Petitioners

10.

11.

12.

MEC is a cooperative association incorporated under the Cooperative Association Act,
S.B.C. 1999, c 28 (the “Cooperative Association Act’), and was formed in 1971.
Attached hereto and marked as Exhibit “A” to this my Affidavit are true copies of
cooperative association registrations for MEC dated September 10, 2020.

MEC is a member owned and directed retail consumer co-operative, specializing in
outdoor activity equipment and clothing. Its head office is located at 1077 Great Northern
Way, Vancouver, B.C. (the “Head Office”).

131 Limited is a company incorporated pursuant to the laws of Ontario. MEC is the sole
shareholder of 131 Limited, which operates as a holding company that owns the parcel
of land that comprises the parking lot at the site of MEC Store 14002 located at 366
Richmond Road, Ottawa, ON (the “Ottawa Store”). MEC owns the other two parcels of
land that comprise that property. Attached hereto and marked as Exhibit “B” to this my
Affidavit is a true copy of a corporate search for 131 Limited dated September 10, 2020.

Corporate Organization

13.

In addition to 131 Limited, MEC owns shares or has an ownership interest in the
following entities:

(a) 50% of the shares of Park Towns Developments GP Inc.; and

(b) 49.5% interest in Park Towns Developments Limited Partnership.



14.

15.

Attached hereto and marked as Exhibit “C” to this my Affidavit are true copies of
corporate searches of these entities dated September 10, 2020.

Park Towns Developments Limited Partnership was formed to build a residential
townhouse project behind the MEC store in North York, Ontario. At this time, what
remains of that project is the sale of some final parking spots at the development and
final close-out. MEC is expected to receive some de minimis funds through its interest in
the Park Towns partnership when the townhouse development closes.

Cooperative Organizatiqn

16.

17.

18.

19.

20.

21.

MEC currently has approximately 5,700,000 members each who have paid a $5
membership fee for rights to shop at MEC and participate in governance as a
cooperative member.

MEC is a member-owned and directed retail consumer co-operative, specializing in
outdoor activity equipment and clothing. MEC supports an active outdoor lifestyle with a
broad product offering across a variety of sports and activities, including hiking, climbing,
cycling, running, snow and watersports, camping and travel.

In 2019 and 2020, MEC was named one of Canada’s most trusted brands by Gustavson
Brand Trust Index. In 2018, 2019 and 2020, MEC was also named as one of B.C.’s top
100 employers by MediaCorp.

MEC has a history of community involvement, including its “MEC All Out” program
focused on connecting people to their community, free or low-cost workshops at MEC
locations, and MEC races, bike meet-ups, festivals, gear swaps and club nights. MEC
has also contributed approximately $44 million since 1987 to organizations focused on
conservation and outdoor recreation.

MEC is a key Canadian retail partner with global outdoor brands including Patagonia,
The North Face, Arc’teryx, Salomon, Cannondale, Birkenstock, Black Diamond, Garmin,
Osprey, Shimano, Blundstone and many more.

Further, MEC’s priVate label has a history of being trusted by members for its premium
quality, competitive price point and sustainability. MEC’s private label includes 80 Fair
Trade Certified products, the most of any Canadian retailer.

Assets and Operations

22.

23.

As noted above, MEC operates as an outdoor equipment and clothing retail co-operative
that sells products exclusively to its members. A lifetime membership in MEC is available
to anyone for the price of $5.

It currently operates online and in 22 retail locations across Canada. In total it has five
stores in B.C., four in Alberta, one in Manitoba, seven in Ontario, four in Quebec and
one in Nova Scotia.



24,

25.

MEC has entered into lease agreements for most of its retail stores across Canada (the
“Leases”). The Leases are for stores located at the following locations:

(a)

(b)
(c)
(d)
(e)

()
(9)
(h)
(i)
)
(k)
(1
(m)

(n)
(0)

(p)

(@)

(r)

Store No. 10001 - 111 East 2nd Ave, Vancouver, B.C. (the “East 2" Ave
Store”);

Store No. 10003 - 1450 Government St, Victoria, B.C. (the “Victoria Store”);
Store No. 10004 - 6121 200 St #1, Langley City, B.C. the “Langley Store”);
Store No. 10006 - 1876 Cooper Rd #100, Kelowna, B.C. (the “Kelowna Store”);

Store 11002 - 11904 104th Ave NW, Edmonton, AB (the “Edmonton Brewery
Store”);

Store 11003 - 1624 99 Street NW, Edmonton, AB (the “South Edmonton
Store”);

Store 11004 - 710-19587 Seton Crescent SE, Calgary, AB (the “Calgary South
Store”);

Store 11005 - 460 Na’a CM SW, Calgary, AB (the “Calgary North West Store”);
Store 12001 — 201 1 Avenue S, Saskatoon, SK (the “Saskatoon Store”);

Store 14001 - 300 Queen St West, Toronto, ON (the “Toronto Store”);

Store 14004 - 61 Bryne Drive, Barrie, ON (the “Barrie Store”);

Store 14005 - 1051 Wellington Road, London, ON (the “London Store”);

Store 14007 - 10 Manitou Drive, Kitchener, ON (the “Kitchener Store”);

Store 15001 - 8989 de |'Acadie Boulevard, Montréal, QC (the “Montreal Store”);

Store 15002 - 1475 Boulevard Lebourgneuf, Québec City, QC (the “Quebec City
Store”);

Store 15003 - 4869 Taschereau Boulevard, Greenfield Park, QC (the “Longueuil
Store”);

Store 15005 - 2615 Boulevard Daniel-Johnson, Laval, QC (the “Laval Store”);
and

Store 16001 - 1550 Granville Street, Halifax, N.S. (the “Halifax Store”).

MEC also has leases for the following properties:

(a)

its Eastern Distribution Centre located at 8875 Torbram Road, Brampton, ON
(the “Eastern Distribution Centre”);



(b) the Head Office, in Vancouver, B.C.; and

(c) Store 15004 - Rue Saint-Denis, Montréal, QC (the “Saint-Denis Store”), which
has permanently closed.

26. In addition to the permanently closed Saint-Denis Store, the Saskatoon Store and the
Calgary North West Store have not yet opened.

27. The profitability across the above listed stores varies considerably. In particular, the
terms of the respective Leases for some of these locations have a significant impact on
the profitability of these stores.

28, As of September 4, 2020, and primarily due to the Covid-19 pandemic, there was
approximately $4.6 million in rent deferrals or arrears in respect of the Leases, and MEC
has agreed to rent deferral plans with some of its various landlords to repay these
arrears by late 2021. Further, MEC has significant past due amounts owed to
merchandise suppliers and other vendors.

29. MEC also owns the real property at some stores and other locations as follows:

(a) Store 10002 - 212 Brooksbank Avenue, North Vancouver, B.C. (the “North
Vancouver Store”);

(b) Western Distribution Centre located at 13340 76" Avenue, Surrey, B.C. (the
“Western Distribution Centre”);

(c)  Store 11001 - 830 10" Avenue SW, Calgary, AB (the “10" Avenue Store”);
(d) Store 13001 - 303 Portage Avenue, Winnipeg, MB (the “Winnipeg Store”);
(e) Store 14003 - 1030 Brant Street, Burlington, ON (the “Burlington Store”);

H Store 14006 - 784 Sheppard Avenue E, North York, ON (the “North York
Store”); and

(9) the Ottawa Store.

30. Attached hereto and marked as Exhibit “D” to this my Affidavit are true copies of land
title office searches for the above properties owned by MEC dated September 10, 2020.

31. As noted above, 131 Limited owns the parcel of land on which the parking lot for the
Ottawa Store is located and MEC owns the two parcels of land for the Ottawa Store
itself.

Employees and Senior Management
32. 131 Limited has no employees. The directors of 131 Limited are me and Joanna Ban.

33. As of September 7, 2020, MEC has approximately 1516 employees, consisting of:



34.

35.

36.

(a) 1143 active employees;

(b) 176 employees who have been laid off;

(c) 118 employees on the Canada Emergency Wage Subsidy program; and
(d) 79 employees on unpaid “protected” leave.

As of September 10, 2020, MEC’s senior management consists of:
(a) myéelf, as Chief Executive Officer;

(b) Joanna Ban, as Chief Financial Officer;

(c) Nancy Blair, as Chief Transformation Officer;

(d) Catherine Lau, as General Counsel,

(e) Deb Paulsen, as Chief Human Resources Officer;

(] Nicole Watt, as Chief Retail Operations Officer; and

(9) Charmaine Claasens, as Chief Marketing Officer,
(collectively, the “Management”).

MEC has eight directors on'its Board, consisting of Judith Lynn Richardson (Chair),
Matthew Robert Handford, Roderic Jardine Macdonald, Ellen Gail Pekeles, Alison Kay
Simpson, Kathy Lynne Uher, Robert Brian Wallis, and Kathryn Lee Weston. Graham
Allen and Judy Martin were also selected to participate in MEC’s governance as
members-at-large after an interview process conducted by the Board and MEC’s
governance office.

MEC has a number of committees comprised of members of its Board and the
Management, consisting of the following:

(a) the finance and audit committee, comprising Mr. Wallis, Mr. Handford, Ms.
Simpson and Ms. Weston;

(b) the human resources and compensation committee, comprised of Ms. Weston,
Mr. Handford, Ms. Pekeles and Ms. Uher;

(¢) the governance committee, comprised of Mr. Macdonald, Ms. Pekeles, Mr. Wallis
and Ms. Uher;

(d) the nomination committee, comprised of Mr. Handford, Ms. Pekeles, Ms.
Simpson, Mr. Allen and Ms. Martin; and

(e) a special committee, comprised of Mr. Walllis, Ms. Richardson and Mr. Handford
(the “Special Committee”), which was established to make recommendations to



37.

38.

39.

40.

the MEC Board on strategic alternatives, including: transactions with a view to
sell all or substantially all or any portion of MEC’s assets (or a merger,
amalgamation or some other strategic alliance involving MEC); pursuit of organic
growth; recapitalization, restructuring or reorganization; or any other strategic
alternative in the best interests of MEC.

The Boards and the Management have been and remain engaged in the initiatives and
actions set out herein. It is contemplated that many of the Petitioners’ directors will
continue in their roles during the CCAA proceeding, if the Petitioners’ application is
granted.

Directors to MEC’s Board are elected by the members for three-year terms and
ordinarily MEC’s Board is comprised of nine directors.

On June 1, 2020, as permitted by the Registrar in British Columbia for all cooperative
associations, MEC announced that its AGM (originally scheduled for June 23, 2020)
would be postponed by up to six months due to the impact of COVID-19 and to allow
MEC to focus on acute, urgent and time sensitive challenges impacting MEC’s business.
The AGM is now currently scheduled to be held on December 10, 2020.

The Petitioners have arranged and funded standard director and officer liability
insurance.

Recent Market Circumstances

41.

42.

43.

44,

Since 2015, MEC embarked on a significant growth plan, highlighted by six new stores
(the Kelowna Store, the South Edmonton Store, the South Calgary Store, the North York
Store, the Kitchener Store and the Laval Store) and two new relocated stores in
Vancouver and Toronto, a new head office, new Eastern distribution centre as well as
significant investments in online retail resources such as the back-end enterprise
resource planning (ERP) system. There have also been two additional new store
commitments (Calgary North West and Saskatoon) which have yet to be opened.

This growth plan was successful from a market expansion and sales perspective (top
line growth of over $98 million or 27%), but it also resuilted in a higher fixed cost
structure and increased debt levels.

These dynamics resulted in a challenging fiscal 2019 underscored by a reduction in
year-over-year EBITDA from the inflated cost structure and certain under-performing
stores and continued liquidity tightness due to capex investment and excess
merchandise purchases.

As a result, the MEC Board brought in a new management team to spearhead a
transformation and focus on cost reduction and a return to profitability. This pre-Covid-
19 transformation plan included focusing on the member experience, improving
merchandise assortment, reducing annual costs through efficiencies in technology
spend, supply chain improvements and operations. In addition, efforts were initiated to



45.

46.

find a subtenant for the Head Office with the goal of moving to a more appropriate space
for MEC’s needs.

During the Covid-19 period of March to September 2020, while there was a considerable
increase in online sales in that period (increasing by 86% compared to last year), MEC
experienced a reduction in sales of $90 million compared to last year, and all MEC
stores were closed as of March 18, 2020.

While MEC has re-opened many of its stores, five remain closed as a result of Covid-19.
The stores that have re-opened are operating at a reduced sales volume.

ASSETS AND LIABILITIES

Recent Financial Statements

47.

Attached hereto and marked as Exhibit “E” to this my Affidavit are true copies of MEC’s
2019 and 2020 Financial Statements.

Net Losses

48.

49.

MEC'’s total normalized losses since 2015 were approximately $80 million. In 2017 and
2018, real estate sale transactions shored up MEC'’s finances and generated
approximately $49 million in capital gains. The net earnings and losses from 2017 to
2020 reflected capital gains from these transactions ($4,413,000, $26,696,000,
$15,546,000 and $1,867,000 res‘pectively) offsetting MEC’s operating losses.

In the last five years, MEC’s reported net earnings or losses can be summarized as
follows:

Fiscal Year Net Earnings or Operating Loss (in thousands)
December 2014 to December 53
2015
December 2015 to February (4,652)
2017 Normalized (9,065)
February 2017 to February | 11,745
2018 Normalized (14,951)
February 2018 to February (15,893)
2019 Normalized (31,439)
February 2019 to February (22,668)
2020 Normalized (24,535)




Assets

50.

The Petitioners’ assets consist primarily of owned and leased real property, equipment,
inventory, accounts receivable, and intangible assets including certain trademarks on
trade names, membership lists and goodwill. As at February 23, 2020, the Petitioners
recorded a book value of $388,994,000 in current and long-term assets, which included:

(a) $114,124,000 in current assets, mainly comprised of inventory, accounts
receivable, and prepaids and deposits;

(b) $262,306,000 in property and equipment; and

(c) $12,564,000 in intangible assets.

Liabilities

51.

52.

53.

The Petitioners’ liabilities are comprised primarily of amounts owed to suppliers,
governments and employees, the Credit Facility (defined below), capital lease
obligations and deferred lease liabilities, and gift cards and provision for sales returns.

The Petitioners’ current and long-term liabilities, as reported in its February 2020
Financia! Statements, totalled $229,568,000. This amount consists of;

(a) $156,205,000 in current liabilities, including $55,001,000 for amounts owing to
suppliers, governments and employees, $81,055,000 under the Credit Facility,
and $15,221,000 in relation to gift cards and sales returns; and

(b) $73,363,000 in long-term liabilities, including $35,556,000 in relation to capital
lease obligations, and $37,419,000 for deferred lease liabilities.

The Petitioners’ financial obligations are discussed in further detail below. Capitalized
terms not otherwise defined take their meaning from those financial agreements.

The Credit Facility

54.

55.

On August 3, 2017, MEC, as borrower, and 131 Limited, as guarantor, entered into a
credit agreement (the “Credit Agreement”) with Royal Bank of Canada (“RBC”), as
agent (RBC in such capacity, the “Agent”), lead arranger and sole bookrunner and RBC,
Canadian Imperial Bank of Commerce (“CIBC”) and the Toronto-Dominion Bank (“TD”
with RBC and CIBC, the “Lenders”) as Lenders for a senior secured asset-based
revolving credit facility (the “Credit Facility”). Attached hereto and marked as Exhibit
“F” to this my Affidavit is a true copy of the Credit Agreement for the Credit Facility.

The Credit Facility allowed MEC to borrow up to a maximum of $130,000,000 with an
additional $20,000,000 accordion, and had a maturity date of August 3, 2020. The Credit
Facility availability is determined by the borrowing base, being eligible inventory, credit
card receivables, and a real estate component, less inventory reserves and relevant
liabilities, and is reduced by committed loans drawn on the facility.



56.

57.

58.

59.

60.

61.

62.

63.

64.

10

The Credit Agreement was amended by an amending agreement dated January 31,
2020 (the “Amended Credit Agreement”), which amended certain terms of the Credit
Agreement. Attached hereto and marked as Exhibit “G” to this my Affidavit is a true
copy of the Amended Credit Agreement.

The Amended Credit Agreement was further amended by an amending and waiver
agreement dated June 18, 2020 (the “Second Amended Credit Agreement”), which
amended certain terms of the Amended Credit Agreement and the Credit Agreement.
Attached hereto and marked as Exhibit “H” to this my Affidavit is a true copy of the
Second Amended Credit Agreement.

As noted above, the term of the Credit Agreement, as amended by the Amended Credit
Agreement and the Second Amended Credit Agreement, was set to expire on August 3,
2020.

Accordingly, the Second Amended Credit Agreement was further amended by a third
amending and waiver agreement on July 31, 2020 (the “Third Amended Credit
Agreement”, which is collectively referred to herein with the Credit Agreement, the
Amended Credit Agreement, and the Second Amended Credit Agreement, as the
“Updated Credit Agreement”), which, among other things, extended the maturity date
of the Credit Facility to September 30, 2020, reduced the borrowing limit under the
facility from $130 million to $110 million, and removed the $20 million accordion.
Attached hereto and marked as Exhibit “I” to this my Affidavit is a true copy of the Third
Amended Credit Agreement.

As of September 11, 2020, approximately $74 million has been borrowed under the
Credit Facility, leaving approximately $19 million available under the borrowing base.

MEC is unable to repay the Credit Facility by the maturity date of September 30, 2020.

Security for MEC’s obligations under the Updated Credit Agreement include a first
priority general security interest over all present and after-acquired personal property,
and mortgages on eligible real property (the “Lenders’ Security”’). Attached hereto and
marked as Exhibit “J” to this my Affidavit is a list summary of the Lenders’ Security.

Pursuant to the terms of the Credit Agreement, as continued to the Updated Credit
Agreement, 131 Limited provided a guarantee of MEC'’s obligations in respect of the
Credit Facility in favour of the Lenders (the “Guarantee”).

The Lenders have confirmed their support for the filing of this CCAA proceeding and the
relief sought herein, and as discussed further below, have agreed to provide interim
financing to the Petitioners to allow them to maintain operations and complete the
restructuring. The Lenders’ support is premised on the Petitioners seeking approval of
the restructuring transaction described herein, and that transaction being sufficient to
see the Lenders paid in full.
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Other Liabilities/Security

65.

66.

The Petitioners have other secured creditors with security registrations (mainly relating
to equipment such as printers and computers, as well as several vehicles) in various
personal property registries across the country. Attached hereto and marked as Exhibit
“K” to this my Affidavit are true copies of personal property registry searches for the
Petitioners in B.C., Alberta, Manitoba, Ontario, Quebec and Nova Scotia dated
September 10, 2020.

Further, MEC owes amounts to trade creditors, suppliers, landlords, and other creditors.

Membership Holdings

67.

68.

69.

70.

71.

72.

The authorized capital of MEC is an unlimited number of shares with a par value of
$5.00 per share. Each new member is required to purchase one share for cash. Each
year in which they make purchases at MEC, and in which MEC declares a patronage
return, their portion of the return is applied to purchase patronage shares on their behalf
in proportion to the amount spent by them in purchasing goods or services from MEC, so
that their overall share balance will grow.

Patronage returns have historically been an element of MEC’s business model. As
permitted by the Cooperative Association Act and MEC’s consolidated Memorandum &
Rules (the “Rules”), the MEC Board may allocate some or all of MEC’s annual surplus to
its membership, in proportion to each member’s purchases during the year. The Rules
require that this return be converted into additional shares or patronage shares at MEC.

Since this portion has been credited to members, MEC is not subject to income taxes on
the amount of the patronage return.

Members have also benefited from share redemptions. The Rules allow the MEC Board
to decide to redeem all or part of any member’s patronage share balance, and pay this
amount in money or any other form. Members may also apply to have all of their shares
but one bought back. Otherwise, the shares cannot be sold or fraded.

As through 2017, MEC has issued 16 share redemptions and returned $35 million to its
members.

Since 2017, as MEC has not had surplus profits, MEC has not issued any share
redemptions, aside from where a member has requested their shares be redeemed or
when MEC was notified of a member’s death. As noted above, although MEC reported a
profit in 2018, that profit was the result of real estate sales, not from retail business
performance.
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CCAA RELIEF AND THE INSOLVENCY OF THE PETITIONERS

Circumstances Preceding CCAA Filing

73.

The Petitioners are currently in the midst of a liquidity crisis, primarily due to difficult
retail conditions, as exacerbated by the Covid-19 pandemic, all of which have made it
necessary for the Petitioners to refinance, downsize operations, conduct a review of
strategic alternatives including an assessment of refinancing and/or recapitalization
options as well as a potential sale of the MEC business or a combination thereof. In
addition, the term of the Credit Agreement, was set to expire on August 3, 2020 before
being extended to September 30, 2020. These factors, together with MEC’s ongoing
lease, contractual and trade creditor obligations, have necessitated a restructuring of the
Petitioners’ affairs.

Statutory Requirements of the CCAA

74.

75.

76.

77.

78.

The Petitioners are entities to which the CCAA applies and have debts in excess of
$5,000,000.

As set out above, and as shown in the Petitioners’ financial statements, on a
consolidated basis, the Petitioners are in the midst of a liquidity crisis. They are (on a
consolidated basis) insolvent on a cash flow basis and will shortly be unable to meet
their obligations as they generally come due.

Alvarez & Marsal Canada Inc. (the “Proposed Monitor”) is an affiliate of the Financial
Advisor to the Petitioners (as defined below), and is prepared to act as Court-appointed
Monitor should an Initial Order be obtained. The Petitioners in conjunction with the
Proposed Monitor have provided a 13-week cash flow statement (the “Cash Flow
Statement”), which is attached hereto and marked as Exhibit “L” to this my Affidavit.
Although the Cash Flow Statement is the best forecast currently available, there is an
expectation that there will be some changes and/or adjustments as the path forward
becomes clearer.

| have reviewed the Cash Flow Statement with the Proposed Monitor and believe it is
accurate. As set out in the Cash Flow Statement, the Petitioners are forecasted to
require approximately $89 million in order to meet their obligations through to the end of
the Cash Flow Statement period.

The Petitioners have formulated the outline of a restructuring plan designed to allow
them to continue their business. Specifically, during the course of these proceedings, the
Petitioners intend to:

(a) immediately stabilize their cash flows and operations;

(b) develop a strategy that will address the liquidity issues faced by the Petitioners
that will generate sufficient revenue to sustain themselves through the CCAA
process;
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(c) continue the Petitioners’ present efforts to restructure and streamline operations;

(d) obtain a Sale Approval and Vesting Order (the “SAVO”) to approve a transaction
with the successful bidder selected by the MEC Board in the sale and investment
solicitation process (“SISP”) the Petitioners concluded on August 28, 2020, which
will provide for the repayment to the Lenders and to allow MEC to emerge as a
better capitalized operation with as little disruption as practicable; and

(e) establish an efficient claims process, which the Petitioners intend to address at a
future hearing, by which all claims against the Petitioners can be identified and
resolved with a view to formulating a plan of compromise and arrangement for
presentation to their creditors.

Stay of Proceedings

79.

A stay of proceedings is essential to maintaining the status quo in order to preserve the
value of the Petitioners’ business and to ensure that no creditor of the Petitioners
receives preferential treatment relative to other creditors. Such a stay would provide the
Petitioners with the opportunity to complete the transaction resulting from the SISP,
obtain the SAVO and prepare a CCAA plan of arrangement.

Interim Financing

80.

81.

82.

As noted above, during theses CCAA proceedings, it is anticipated that the Petitioners
will require incremental financing that will see aggregate indebtedness approach $89
million (before letters of credit exposure).

Without interim financing and the cooperation of the Lenders, the Petitioners will not
have sufficient cash on hand or receipts generated to continue operating and complete
the proposed transaction with the successful bidder. Without continued operations as a
major retail operation, the value of the Petitioners’ assets would significantly diminish
and many stakeholders, including significant numbers of MEC’s employees, suppliers,
landlord and customers, would be adversely affected.

In order to support certain near-term liquidity requirements, and on the premise that the
proposed transaction to sell MEC'’s business as a going concern will be completed, the
Lenders have agreed to act as interim lenders (the “Interim Lenders”) during these
CCAA proceedings, and to provide an interim financing facility (the “Interim Financing
Facility”) under a restructuring support agreement between the Petitioners and the
Lenders, among others, dated as of September 11, 2020 (the “Restructuring Support
Agreement”) and a fourth amending agreement to the Updated Credit Agreement (the
“Fourth Amending Agreement”, and together with the Restructuring Support
Agreement, the "Interim Financing Credit Agreement"). Attached as Exhibit “M” to
this my Affidavit is a true copy of the Interim Financing Credit Agreement, with only
commercially sensitive information redacted.
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84.

85.

86.
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It is a condition of the Interim Financing Credit Agreement that advances made to the
Petitioners be secured by a court-ordered security interest, lien and charge over alf of
the assets and undertakings of the Petitioners (the “Interim Financing Charge”).

The key financial terms of the Interim Financing Credit Agreement include:

(a) subject to a calculation of borrowing availability, a maximum principal amount of
$100 million under the combined Updated Credit Agreement and the Interim
Financing Facility, to be funded in progressive advances on an as-needed basis;

(b) an initial advance of $15 million (the “Initial Advance”) will be funded on the date
that the conditions precedent to funding the Initial Advance, described below, are
satisfied or waived, which is anticipated to occur prior to the Comeback Hearing,
with subsequent advances provided following drawdown requests, subject to
approval by the Monitor;

(c) interest is payable on the outstanding principal amount at the applicable rate per
annum for the Prime Rate, BA Rate and LIBO Rate Loans, any unused line fee,
and the Default Rate for past due payments (all as defined in the Updated Credit
Agreement), plus a rate of 2% per annum, payable on the Maturity Date (defined
below);

(d) an amendment fee of $250,000 shall be earned on the execution of the Interim
Financing Credit Agreement and paid on the date of CCAA Court approval of the
Interim Financing Credit Agreement;

(e) the Petitioners shall reimburse the Interim Lenders for all reasonable and
documented expenses in connection with the Interim Financing Facility and
Interim Financing Credit Agreement; and

H the Credit Facility will continue to operate in accordance with its terms, and post-
filing receipts of the Petitioners will be applied to repay the existing indebtedness
under the Updated Credit Agreement. The Interim Financing Facility will not be
used to pay any pre-filing obligations of the Petitioners.

In addition to the above financial terms, the Interim Financing Credit Agreement provides
for a maturity date that is the earlier of (i) November 30, 2020; (ii) the completion of a
Transaction, which in aggregate is for all or substantially all of the Petitioners’ assets, is
sufficient to repay the Lenders in full, and is approved by the CCAA Court; and (iii) at the
Agent and Lenders’ option upon the occurrence of any Event of Default (other than the
commencement of these CCAA proceedings) (the “Maturity Date”).

Further, the Interim Financing Credit Agreement contains, among others, the following
key provisions:

(a) the Petitioners must meet certain conditions precedent to funding the Initial
Advance, which include the Petitioners obtaining the Initial Order;
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(b) the parties agree to a budget in accordance with the Cash Flow Statement under
the Interim Financing Credit Agreement (the “Interim Financing Budget”), which
the Petitioners are required to comply with, within the parameters of agreed
variances;

(c) in addition to the agreed uses of the Interim Financing Facility for normal
operating purposes and as set out in the Interim Financing Budget, the
Petitioners shall use advances under the Interim Financing Facility to:

(i pay (i) the reasonable and documented legal fees and expenses of the
Interim Lenders and (ii) the reasonable and documented fees and
expenses of the Monitor and its legal counsel; and

(i) pay the fees and interest owing to the Interim Lenders under the Interim
Financing Credit Agreement.

(d) it is an Event of Default under the Interim Financing Credit Agreement to, among
other things, fail to obtain court approval of a Transaction that is satisfactory to
the Interim Lenders, pay amounts when due under the Interim Financing Credit
Agreement, and fail to comply with the Interim Financing Budget on the terms as
set out in the Interim Financing Credit Agreement;

(e) the Interim Financing Charge will not secure any obligations other than post-filing
obligations; and

f as discussed in further detail below, the Petitioners must seek and obtain the
Interim Financing Charge.

Further, the Lenders and the Petitioners do not intend to seek priority over certain
purchase money security interests with the Interim Financing Charge, and will carve out
the collateral that is subject to such encumbrances from that charge (the “Carve Out”).
Generally, the Carve Out is with respect to specific equipment that does not form part of
the Lenders’ Security under the Updated Credit Agreement.

The Petitioners and their financial and legal advisors have considered different financing
options, and in consultation with the MEC Board, have determined it would be very
difficult to obtain the requisite financing for these CCAA proceedings with another third-
party lender, as opposed to the Lenders, as any such financing would likely have to
involve a priming of the Lenders’ security position, security subordinate to the Lenders’
Security or on an unsecured basis, all of which would likely be problematic or not
feasible. Further, the Petitioners have been working on a very tight time-frame, given the
timeline to complete a transaction and restructure their business.

Accordingly, the Petitioners have focused efforts on negotiating interim financing with the
Lenders, which has resulted in the Interim Financing Credit Agreement. As there are no
other significant secured creditors, the Petitioners believe no stakeholder is prejudiced
by the facility.
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As set out in the Cash Flow Statement, the Petitioners anticipate that approximately $15
million will be required for their operations and restructuring efforts from the date of the
Initial Order to the date of the Comeback Hearing. The Petitioners believe this amount is
reasonable given what is required to operate MEC in the ordinary course, and to fund
the various costs of the restructuring and SAVO process during that period.

The Petitioners anticipate returning to Court for the Comeback Hearing on or about
September 24, 2020, to seek approval to request subsequent advances under the
Interim Financing Facility, to obtain the SAVO to approve the transaction with the
successful bidder, and for such further and other relief as may be requested.

Charges on Assets, Properties and Undertakings of the Petitioners

92.

93.

94.

95.

96.

97.

It is contemplated that the Proposed Monitor, counsel to the Proposed Monitor, and
counsel to the Petitioners will be granted a first-priority Court-ordered charge on the
assets, property and undertakings of the Petitioners in priority to all other charges up to
a maximum amount of $1.0 million (the “Administration Charge”).

The Petitioners require the expertise, knowledge and continuing participation of the
above professionals in order to complete a successful restructuring. The Petitioners
believe that the Administration Charge is necessary to ensure their important continued
participation in this process, and is fair and reasonable in the circumstances.

In addition, it is contemplated that the Interim Lenders be granted, in respect of the
Interim Financing Credit Agreement and Interim Financing Facility provided for therein,
the Interim Financing Charge, being a fourth-priority Court-ordered charge on the assets,
property and undertakings of the Petitioners in priority to all other charges other than the
Administration Charge, the D&O Charge, the Key Employee Charge, and the Carve Out,
up to a maximum amount of $15 million for the initial ten day stay period.

Given the Petitioners’ urgent need for funding during the initial period of CCAA
proceedings, in large part to pay out the Petitioners’ obligations to the Lenders and other
essential creditors and contractors, the Petitioners believe that the Interim Financing
Charge as requested is fair and reasonable in the circumstances.

It is also contemplated that the Petitioners’ directors and officers will be granted a
second-priority Court-ordered charge on the assets, property and undertakings of the
Petitioners in priority to all other charges other than the Administration Charge, up to a
maximum amount of $4.5 miillion (the “D&O Charge”).

A successful restructuring of the Petitioners’ affairs requires the continued participation
of the Petitioners’ directors and officers. These individuals have specialized expertise,
decades of combined experience with the Petitioners, and key relationships with the
Petitioners’ stakeholders. The directors and officers have knowledge that cannot be
easily replaced or replicated. The Petitioners therefore believe the D&O Charge is fair
and reasonable in the circumstances.
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Further, several of the Petitioners’ directors and officers have expressed the need for
certainty with respect to potential personal liability if they continue in their current
capacities for the benefit of the Petitioners’ stakeholders during the CCAA proceedings.

The Petitioners maintain an insurance policy in respect of the potential liability of
directors and officers, the limit of which is $10,000,000 for all claims. The D&O Charge is
not intended to duplicate insurance coverage, but only to apply in the event that
coverage limitations or exclusions were to become an issue.

Finally, with respect to Court-ordered charges, it is contemplated that at the Comeback
Hearing, the Petitioners will seek a proposed Key Employee Retention Plan (“KERP”),
together with an order that the beneficiaries be granted a third-priority Court-ordered
charge on the assets, property and undertakings of the Petitioners in priority to all other
charges other than the Administration Charge and the D&O Charge (the “Key Employee
Charge”).

Proposed KERP

101.

102.

103.

104.

105.

106.

Without the retention of certain key employees, the Petitioners’ ability to successfully
maintain their business operations, complete restructuring and preserve asset value
while it restructures would be seriously compromised.

In July and September 2020, the MEC Board approved retention agreements (the
“‘Retention Agreements”) for a limited number of key management employees (less
than 14). Copies of the Retention Agreements are attached as an Exhibit to my
Confidential Affidavit sworn 13/Sep/2020. The total payable under the Retention
Agreements in aggregate, is $778,000.

The Retention Agreements include provision for payment of retention compensation
upon the earlier of certain dates, including a sale of all or substantially all of MEC’s
assets (or the merger, amalgamation or consolidation of MEC with another entity), the
employee’s termination without cause, or by certain dates in December 2020, depending
on the employee.

The Retention Agreements also include confidentiality provisions with respect to the
content of the same. Without the key employees subject to the proposed KERP and the
Retention Agreements, the Petitioners would likely not be able to obtain the necessary
management experience to maintain business operations at a satisfactory level and
continue the restructuring.

It is not certain that all executives offered Retention Agreements will remain through to
conclusion of the restructuring.

| am advised that the Proposed Monitor has reviewed the terms of the Retention
Agreements and has concluded that the terms and the proposed Key Employee Charge
are reasonable in the circumstances and customary in similar CCAA proceedings. The
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Lenders have confirmed they are agreeable to the Retention Agreements and proposed
Key Employee Charge as well.

The Petitioners are hopeful that a CCAA plan will be approved and implemented
promptly, and that these proceedings can be successfully concluded as soon as
possible. Accordingly, when the Petitioners seek Court-approval of the KERP at the
Comeback Hearing, they will also seek approval of the Key Employee Charge to protect
the beneficiaries of the Retention Agreements.

Payment of Outstanding Accrued Vacation and Banked Overtime Pay

108.

109.

SISP

110.

111.

MEC has calculated the amounts of accrued but unpaid vacation pay and required
remittances for its employees up to August 29, 2020, as well as total banked overtime
owing for its employees up to August 29, 2020. The total amounts for MEC’s employees
as of that date was $1,701,608.43 for accrued but unpaid vacation pay and $39,450.25
for banked overtime. On September 11, 2020, in preparation for the filing of this Petition,
MEC initiated payment and distribution of outstanding accrued but unpaid vacation pay
and banked overtime to all employees. MEC intends to continue to process such
payments after the Initial Order is granted as necessary. The Proposed Monitor is aware

~ of the payment, the Purchaser (defined below) has confirmed its support for this plan,

and the Lenders are aware of this plan.

| understand that in some provinces where MEC operates, there may be deemed trusts
or deemed priority for unpaid wages including vacation pay. Further, | understand that
personal liability on directors and officers can be imposed for accrued but unpaid
vacation pay, and since the Petitioners need to retain MEC’s directors and senior
management to complete their restructuring efforts, removing that potential personal
liability is important.

By an engagement letter dated February 10, 2020, (the “Engagement”), the Petitioners
engaged Alvarez and Marsal Canada Securities ULC (the “Financial Advisor”) initially
to assist in a review of strategic alternatives, provide assistance to obtain and negotiate
new financing and, once the impact of Covid-19 became apparent, to provide assistance
with liquidity management to maintain operations during the Covid-19 period. Attached
hereto and marked as Exhibit “N” to this my Affidavit is a true copy of the engagement
letter.

In accordance with the Engagement, the Financial Advisor initially attempted to identify a
satisfactory refinancing alternative, by, among other things, contacting numerous
financial institutions and government entities. That effort was occurring concurrent with
the outbreak of COVID-19 and its significant negative impact on both MEC’s business
and the retail sector in general. In this regard, the Financial Advisor:

(a) established a data room;
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(b) contacted 66 potential lenders, including traditional, non-bank and alternative
lenders;

(c) entered into non-disclosure agreements with 46 of these lenders and provided
access to the data room to those lenders; and

(d) received five term sheets for refinancing, none of which in isolation provided for a
complete refinancing.

Despite the significant efforts to obtain a suitable refinancing source that would allow
MEC to meet its financing needs, and as noted above, none of the term sheets received
would have achieved that result.

Given the results of that refinancing process, by a further engagement letter signed on
June 10, 2020, the Petitioners and the Financial Advisor then expanded the original
Engagement to include, in addition to assistance with the Petitioners’ attempts to
continue to identify potential viable refinancing options, the initiation of an investment or
sale initiatives for some or all of their businesses and assets to assist in rectifying the
Petitioners’ financial predicament as set out herein. Attached hereto and marked as
Exhibit “O” to this my Affidavit is a true copy of this further engagement letter. \

The Engagement does not include any success fee nor is the compensation based upon
the pricing obtained in any transaction.

In this regard, the Financial Advisor:
(a) established a data room;

(b)  identified potential interested purchasers and distributed an initial “teaser” letter
to 158 parties;

(c) entered into Confidentiality Agreements with 39 interested parties;
(d) distributed a process letter on June 30, 2020;

(e) requested Non-Binding Indicative Letters of Intent (the “LOIs”) to be received by
July 15, 2020;

(f) received nine LOIs and reviewed and conducted due diligence on each parties’
LOIl; and

(e) met with the Special Committee to review and discuss the LOls.

The Financial Advisor presented the LOIs to the Special Committee on July 16, 2020,
and provided a fulsome review of the LOIs on July 21, 2020, as well as its
recommendations of the bidders to move onto the second phase (“Phase 2") of the SISP
process.
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A meeting of the MEC Board was held on July 24, 2020 to consider the recommendation
of the Special Committee with respect to the LOls.

On August 6, 2020, the Financial Advisor issued Phase 2 process letters to the five
recommended bidders who had submitted LOls, formally advancing these bidders into
Phase 2. During Phase 2, these five bidders continued extensive diligence with the
Financing Advisor and MEC, participated in management meetings and engaged legal,
financing and other advisor to assist in their review of the opportunity. The Phase 2
process letter established a final bid deadline of August 28, 2020 (the “Final Bid
Deadline”).

The Petitioners received four bids by the Final Bid Deadline and the Special Committee
and the Financial Advisor reviewed each of them. On September 4, 2020, the MEC
Board, with the input of their advisors, identified Kingswood Capital Management LP
(“Kingswood”) as the successful bidder and negotiations ensued to finalize a form of
purchase and sale agreement.

In the view of the Petitioners and the Financial Advisor, the SISP carried out by the
Petitioners was extensive and properly canvassed the market to identify the best and
highest value for the Business. The SISP was run prior to the filing of these proceedings,
with the support of the Lenders, to maintain stability in the Business and to promote a
going concern solution.

In addition to representing the highest consideration and reflecting the lowest closing
risks, Kingswood'’s bid included the other advantages discussed below in paragraph 125.

On September 11, 2020, the Petitioners entered into an asset purchase and sale
agreement (the “Sale Agreement”) with Kingswood (the “Purchaser”), under which
agreement the Purchaser (through a Canadian-based subsidiary) agreed to purchase
and the Petitioners agreed to sell, the Petitioners’ right, title, benefit and interest in to
and under, or relating to, the assets, property and undertaking owned or used or held for
use by the Petitioners (the “Purchased Assets”) in connection with the business and
operations of MEC (the “Business”), as applicable, but excluding certain assets,
liabilities, employees, contracts and real estate properties leased by MEC, as specified
in or determined pursuant to the Sale Agreement (the “Excluded Assets”). The Sale
Agreement is conditional on court approval through this proceeding. Attached hereto and
marked as Exhibit “P” to this my Affidavit is a true copy of the Sale Agreement, with
only the commercially sensitive terms redacted. Attached hereto and marked as Exhibit
“Q” to this my Affidavit are true copies of the schedules to the Sale Agreement, with
only the commercially sensitive terms redacted.

As part of the Sale Agreement, the Petitioners and the Purchaser also entered into an
escrow agreement dated September 11, 2020 (the “Escrow Agreement”) and a
transition services agreement that will be executed on the closing of the Sale Agreement
(the “Transition Services Agreement”). Attached hereto and marked as Exhibit “R” to
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this my Affidavit is a true copy of the Escrow Agreement, with only the commercially
sensitive terms redacted.

Some of the key aims and elements of the Sale Agreement (along with the Escrow
Agreement and the Transition Services Agreement), include the following:

(a) the Purchaser will continue to operate the Business as a going concern under a
similar name to MEC and will maintain the goodwill of the retail business;

(b) the Purchased Assets comprise almost all of the assets currently used by MEC
for the Business;

(c) the Purchaser will retain at least 75% of the active employees of MEC, and will
acquire, or assume the leases for, at least 17 of MEC'’s retail locations;

(d) the Purchaser will assume liabilities including with respect to warranties, existing
gift cards, and employees who accept offers of employment;

(e) in order to protect goodwill with existing suppliers and contractors, the Purchaser
will assume liability for payments to certain inventory and other key vendors and
suppliers and will seek assignment of certain contracts. The liabilities and
contracts that the Purchaser will assume will be confirmed by the Purchaser
through a process set out in the Sale Agreement; and

(f the Sale Agreement is not conditional on any financing or third-party approvals.

Significantly, the Sale Agreement is for a price that will repay the Lenders in full, will
maximize the ongoing number of operating stores and retention of a majority number of
employees, and is expected to leave the Petitioners with additional funds to support a
CCAA plan and/or claims process for a distribution to unsecured creditors.

Under the Sale Agreement, the Petitioners and the Purchaser will not seek the
assignment of three of the Leases, being the Calgary North West Store Lease, the
Saskatoon Store Lease, and the Saint-Denis Store Lease. These Leases relate to future
store sites not yet opened or, in the case of the Saint-Denis Store Lease, a store that
was permanently closed by MEC, and are expected to be disclaimed by the Petitioners
because they are not included in the Sale Agreement and such disclaimers are required
to allow a successful CCAA plan.

If the Petitioners receive approval from the Proposed Monitor (once appointed as
Monitor), the Petitioners intend to serve notices of disclaimer to the landlords for those
Leases immediately after the hearing of the Initial Order.

The Purchaser supports the initiation of these CCAA proceedings to effect the Sale
Agreement.

It is the Petitioners’ view that the SISP was thorough and that it canvassed the market
broadly. The transaction obtained through that process is acceptable to the MEC Board
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and the Lenders, and will result in the repayment in full of the Lenders, continued
employment for a majority of MEC’s employees, an ongoing tenant for most of MEC'’s
landlords, and a continued customer for suppliers.

As noted above, at the Comeback Hearing, the Petitioners anticipate requesting that this
Court confirm the Engagement and approve the transaction resulting from the SISP,
while giving the Financial Advisor a fifth priority charge with respect to their fees.

Payments during the CCAA Proceedings

131.

132.

133.

As noted above, the Sale Agreement includes the Purchaser assuming the obligation to
pay certain pre-filing inventory suppliers and other key trade creditors.

In addition, an inability to keep trade accounts and contracts current would prejudice the
Petitioners’ operations, decrease or limit revenue, and may result in unwanted
interruptions in sales. Therefore, the Petitioners seek authorization, subject to review by
the Proposed Monitor (once appointed as Monitor), to pay certain third party creditors for
having supplied pre-filing goods and services in the ordinary course of the Petitioners’
business, as reviewed and approved by the Proposed Monitor. The Petitioners should
also be authorized to pay essential post-filing trade accounts.

Any such anticipated payments would relate to merchandise suppliers, contract
operators, and other essential parties necessary to maintain operations.

Position of Secured Creditors

134. These CCAA proceedings and the intended transaction will see the indebtedness to the
Lenders under the Updated Credit Agreement, together with all amounts advanced
under the Interim Financing Facility, paid out in full upon the closing of the Sale
Agreement. | do verily believe the Lenders support the Petitioners’ proposed CCAA filing
and the Charges as proposed herein given this premise.

Monitor

135. | believe that the Proposed Monitor has acted as a monitor in this and other Canadian

jurisdictions, and is qualified and competent to act as the Monitor of the Petitioners. The
Proposed Monitor has advised the Petitioners that it is willing to so act as Monitor, if
appointed. Attached hereto and marked as Exhibit “S” to this my Affidavit is a true
copy of the Proposed Monitor’s signed form of consent to act as the Monitor.

CONCLUSION AND RELIEF SOUGHT

136.

I swear this Affidavit in support of the granting of an Initial Order for the Petitioners under
the CCAA, including a stay of proceedings, for the purposes of providing the Petitioners
with an opportunity to restructure their affairs, including by completing the Sale
Agreement, allowing them to develop a plan of arrangement for the benefit of their
creditors.
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137. The Petitioners require the relief sought on an urgent basis, as absent these
proceedings, they will have very little funds to meet their current and upcoming financial
obligations. Without the stay of proceedings and other relief provided by the CCAA, the
Petitioners will not be able to repay the Credit Facility by the Maturity Date, and
complete the restructuring necessary to improve their financial position, to the benefit of
all stakeholders.

AFFIRMED BEFORE ME at Vancouver,
British Columbia, on 13/Sep/2020.

e

A Commissioner for taking Philippe Arrata
Affidavits for British Columbia

)

)

)

) M/
—

)

SCOTT BOUCHER

BARRISTER & SOLICITOR

NORTON ROSE FULBRIGHT CANADA LLP
SUITE 1800 - 510 WEST GEORGIA STREET
VANCOUVER, B.C. V6B 0M3

(604) 641-4920
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Rechercher une entreprise au registre

5

Fermer la session

Etat des informations

Administrateurs, dirigeants
et fondé de pouvoir

Etablissements
Index des documents
Index des noms

Historique

Etat de renseignements d'une personne morale au registre des entreprises

Retour aux résultats

Renseignements en date du 2020-09-10 12:49:46

Etat des informations

Identification de l'entreprise

Numéro d'entreprise du Québec (NEQ)
Nom

Version du nom dans une autre langue

1161097184
COOPERATIVE MOUNTAIN EQUIPMENT
MOUNTAIN EQUIPMENT CO-OPERATIVE

Adresse du domicile

Adresse

1077 . Great Northern Way
Vancouver BC V5T1E1
Canada

Adresse du domicile élu

Nom de I'entreprise

Nom de la personne physique

Mountain Equipment Co-operative

Nom de famille Lau
Prénom Catherine
Adresse 1077 RD Great Northern Way

Vancouver BC V5T1E1

Canada
Immatriculation
Date d'immatriculation 2002-10-18
Statut Immatriculée
Date de mise a jour du statut 2002-10-18

Date de fin d’existence prévue

Aucune date de fin d'existence n'est déclarée au registre.

Forme juridique

Forme juridique
Date de la constitution
Régime constitutif

Régime courant

Coopérative
1971-08-02 Constitution
Autre loi étrangére

Autre loi canadienne

Dates des mises a jour

Date de mise a jour de |'état de renseignements

Date de la derniére déclaration de mise a jour

annuelle

Date de fin de la période de production de la
déclaration de mise a jour annuelle de 2020

Date de fin de la période de production de la
déclaration de mise a jour annuelle de 2019

2020-08-11
2020-08-11 2020

2020-09-30

2019-08-26

Faillite

L'entreprise n'est pas en faillite.

Fusion et scission




Aucune fusion ou scission n'a été déclarée.

Continuation et autre transformation

Aucune continuation ou autre transformation n'a été déclarée.

: Liquidation ou dissolution

Aucune intention de liquidation ou de dissolution n'a été déclarée.

: Activités économiques et nombre de salariés

i 18F secteur d'activité

Code d'activité économique (CAE) 6541

Activité

Précisions (facultatives)

2¢€ secteur d'activité

Aucun renseignement n'a été déclaré.

Nombre de salariés

Nombre de salariés au Québec

Nom de famille

Prénom

Date du début de la charge
Date de fin de la charge
Fonctions actuelles

Adresse

Nom de famille

Prénom

Date du début de la charge
Date de fin de la charge
Fonctions actuelles

Adresse

Nom de famille

Prénom

Date du début de la charge
Date de fin de la charge
Fonctions actuelles

Adresse

Nom de famille

Prénom

Date du début de la charge
Date de fin de la charge
Fonctions actuelles

Adresse

Nom de famille

Prénom

Date du début de la charge
Date de fin de la charge
Fonctions actuelles

Adresse

Liste des administrateurs

Commerce de détail d'articles de sport

OUTDOOR SPECIALTY RETAILING

De 250 a 499

: Administrateurs, dirigeants et fondé de pouvoir

Pekeles
Ellen
2013-04-26

Président

3568 DR Indian River North Vancouver BC V7G2R7 Canada

Richardson
Judi
2015-04-24

Administrateur

920 ST Adderley North Vancouver BC V7L1T1 Canada

Uher
Kathy
2016-04-15

Administrateur

602-205 ST Frederick Toronto ON M5A4V3 Canada

Wallis
Robert
2017-06-22

Administrateur

Lot 8-12877 RD Kidston Vernon British Columbia V1B1Z4
Canada

Weston
Kathryn
2017-06-22

Administrateur

73 DR Glenellen E Toronto Ontario M8Y2H2 Canada



Nom de famille

Prénom

Date du début de la charge
Date de fin de la charge
Fonctions actuelles

Adresse

Nom de famille

Prénom

Date du début de la charge
Date de fin de la charge
Fonctions actuelles

Adresse

Nom de famille

Prénom

Date du début de la charge
Date de fin de la charge
Fonctions actuelles

Adresse

Nom de famille
Prénom
Fonctions actuelles

Adresse

Nom de famille
Prénom
Fonctions actuelles

Adresse

Adresse

Handford
Matthew

2018-06-21

Administrateur

328 . Beachview Drive North Vancouver BC V7G1P6 Canada

Macdonald
Roddy
2019-06-20

Administrateur

86 . Johnson Cresent Lower Sackville Nova Scotia B4C3A4
Canada

Simpson
Alison

2019-06-20

Administrateur

1886 BLVD Lake Shore E Toronto Ontario LSW1L8 Canada

Historique

: Dirigeants non membres du conseil d'administration

Arrata
Philipe
Président

3020 , Promenade Mews Vancouver British
Columbia V5Z4N4 Canada

Shahvarani
Nilou
Secrétaire

2303-1225 ST Richards Vancouver BC V6B1E6
Canada

DLA Piper (Canada) LLP

1400 -1501,avenue McGill College Montréal (Québec) Canada
H3A3M8

: Administrateurs du bien d'autrui

Aucun administrateur du bien d'autrui n'a été déclaré.

Etablissements

0001 - COOPERATIVE
MOUNTAIN EQUIPMENT

(établissement principal)

0007 - COOPERATIVE MOUNTAIN
EQUIPMENT

0006 - COOPERATIVE MOUNTAIN
EQUIPMENT

0004 - COOPERATIVE MOUNTAIN
EQUIPMENT

8989, BOULEVARD DE L'ACADIE MONTREAL Commerce de détail d'articles
(QUEBEC) H4N3K1 de sport (6541)

1475 boul. Lebourgneuf Québec (Québec)
G2K2G3 Canada

Commerce de détail d'articles
de sport (6541)

Commerce de détail d'articles
de sport (6541)

2615 boul. Daniel-Johnson Laval (Québec)
H7T1S8 Canada

Commerce de détail d'articles
de sport (6541)

4869 boul. Taschereau Longueuil (Québec)
J4V3K3 Canada

Documents en traitement



‘ Aucun document n'est actuellement traité par le Registraire des entreprises. ’

Index des documents

Documents conservés

DECLARATION DE MISE A JOUR ANNUELLE 2020 2020-08-11
Déclaration de mise a jour courante 2020-01-14
Déclaration de mise a jour courante 2019-08-20
DECLARATION DE MISE A JOUR ANNUELLE 2019 2019-08-20
DECLARATION DE MISE A JOUR ANNUELLE 2018 2019-08-19
DECLARATION DE MISE A JOUR ANNUELLE 2017 2017-08-30
DECLARATION DE MISE A JOUR ANNUELLE 2016 2017-07-10
DECLARATION DE MISE A JOUR ANNUELLE 2015 2016-06-22
Déclaration de mise a jour courante 2015-07-06
DECLARATION DE MISE A JOUR ANNUELLE 2014 2015-05-25
Déclaration de mise a jour courante 2014-07-23
DECLARATION DE MISE A JOUR ANNUELLE 2013 2014-07-14
Déclaration de mise a jour courante 2013-11-18
DECLARATION DE MISE A JOUR ANNUELLE 2012 2013-07-24
DECLARATION DE MISE A JOUR ANNUELLE 2011 2012-06-12
Déclaration de mise a jour courante 2011-07-22
Déclaration annuelle 2010 2011-06-18
Modification correction / Acte de régularisation 2010-12-02
Déclaration annuelle 2009 2010-06-29
Déclaration annuelle 2008 2009-12-22
Avis de défaut 2009-10-05
Déclaration annuelle 2007 2008-12-17
Déclaration annuelle 2006 2008-12-17
Déclaration annuelle 2005 2006-03-23
Déclaration modificative 2005-07-13
Déclaration annuelle 2004 2005-01-27
Déclaration modificative 2004-07-28
Déclaration annuelle 2003 2003-12-11
Déclaration modificative 2003-05-28
Déclaration d'immatriculation 2002-10-18

Index des noms

Date de mise a jour de I'index des noms 2013-11-18

Nom

| Nom |Versionsdunomdans|  Datede | Date de déclaration [Situation|

COOPERATIVE MOUNTAIN EQUIPMENT 2002-10-18 En
MOUNTAIN CO-OPERATIVE vigueur
EQUIPMENT

Autres noms utilisés au Québec

| Autrenom | Versions du nom dans | Datede [Date de déclaration du|situation|

LA COOPERATIVE 2004-07-28 En
DE PLEIN AIR vigueur
MEC 2004-07-28 En
vigueur
MEC ® 2013-11-18 En
vigueur
MOUNTAIN 2004-07-28 En
EQUIPMENT CO-OP vigueur
®

Retour aux résultats

-y
5 . Assistance technigue >»>

Sécurité |Confidentialité |Confiquration nécessaire

Québecsa

© Gouvernement du Québec




This is Exhibit “B” referred to in the
Affidavit No. 1 of Philippe Arrata

Sworn befo%ﬁep/ZOzo.

A Commfiésioner for Taking Affidavits
for British Columbia




Request ID: 024987873
Transaction ID: 76522832
Category ID:  UN/E

Province of Ontario
Ministry of Government Services

CORPORATION PROFILE REPORT

Ontario Corp Number

1314625

Corporation Type

ONTARIO BUSINESS CORP.

Registered Office Address

400 KING STREET WEST

TORONTO
ONTARIO
CANADA M5V 1K2

Mailing Address

100 KING STREET WEST

Suite # 6000
TORONTO
ONTARIO

CANADA M5X 1E2

Activity Classification

NOT AVAILABLE

Corporation Name

1314625 ONTARIO LIMITED

Corporation Status

ACTIVE

Number of Directors

Minimum

00001

Maximum

00010

Date Report Produced: 2020/0940
Time Report Produced: 12:14:57

Page:

Date Amalgamated

NOT APPLICABLE

New Amal. Number

NOT APPLICABLE

Revival Date

NOT APPLICABLE

Transferred Out Date

NOT APPLICABLE

EP Licence Eff.Date
NOT APPLICABLE

Date Commenced
in Ontario

NOT APPLICABLE

1

Incorporation Date

1998/09/14

Jurisdiction

ONTARIO

Former Jurisdiction

NOT APPLICABLE

Amalgamation Ind.

NOT APPLICABLE

Notice Date

NOT APPLICABLE

Letter Date

NOT APPLICABLE

Continuation Date

NOT APPLICABLE

Cancel/lnactive Date

NOT APPLICABLE

EP Licence Term.Date
NOT APPLICABLE

Date Ceased
in Ontario

NOT APPLICABLE



Request ID: 024987873 Province of Ontario Date Report Produced: 2020/09401
Transaction ID: 76522832 Ministry of Government Services Time Report Produced: 12:14:57
Category ID:  UN/E Page: 2

CORPORATION PROFILE REPORT

Ontario Corp Number Corporation Name

1314625 1314625 ONTARIO LIMITED
Corporate Name History Effective Date

1314625 ONTARIO LIMITED 1998/09/14

Current Business Name(s) Exist: NO

Expired Business Name(s) Exist: NO

Administrator:

Name (Individual / Corporation) Address
PHILIPPE
1077 GREAT NORTHERN WAY
ARRATA
VANCOUVER
BRITISH COLUMBIA
CANADA V5T 1E1
Date Began First Director
2019/10/21 NOT APPLICABLE
Designation Officer Type Resident Canadian

DIRECTOR Y



Request ID: 024987873 Province of Ontario Date Report Produced: 2020/094R
Transaction ID: 76522832 Ministry of Government Services Time Report Produced: 12:14:57
Category ID:  UN/E Page: 3

CORPORATION PROFILE REPORT

Ontario Corp Number Corporation Name

1314625 1314625 ONTARIO LIMITED

Administrator:

Name (Individual / Corporation) Address
JOANNA
1077 GREAT NORTHERN WAY
BAN
VANCOUVER
BRITISH COLUMBIA
CANADA V5T 1E1
Date Began First Director
2020/01/06 NOT APPLICABLE
Designation Officer Type Resident Canadian

DIRECTOR Y



024987873 Province of Ontario Date Report Produced: 2020/0943

Request ID:
Transaction ID: 76522832 Ministry of Government Services Time Report Produced: 12:14:57
Category ID:  UN/E Page: 4

CORPORATION PROFILE REPORT

Ontario Corp Number Corporation Name

1314625 1314625 ONTARIO LIMITED

Last Document Recorded
Act/Code Description Form Date

CIA ANNUAL RETURN 2019 1C 2020/07/12 (ELECTRONIC FILING)

THIS REPORT SETS OUT THE MOST RECENT INFORMATION FILED BY THE CORPORATION ON OR AFTER JUNE 27, 1992, AND RECORDED
IN THE ONTARIO BUSINESS INFORMATION SYSTEM AS AT THE DATE AND TIME OF PRINTING. ALL PERSONS WHO ARE RECORDED AS
CURRENT DIRECTORS OR OFFICERS ARE INCLUDED IN THE LIST OF ADMINISTRATORS.

ADDITIONAL HISTORICAL INFORMATION MAY EXIST ON MICROFICHE.

The issuance of this report in electronic form is authorized by the Ministry of Government Services.



This is Exhibit “C” referred to in the
Affidavit No. 1 of Philippe Arrata

Sworn before me 13/Sgp/2020.

A Commmissiher for Tekint A oavits

for British Columbia
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Request ID: 024987879
Transaction ID: 76522849
Category ID:  UN/E

Province of Ontario
Ministry of Government Services

CORPORATION PROFILE REPORT

Ontario Corp Number

2374871

Corporation Type

ONTARIO BUSINESS CORP.

Registered Office Address

120 ADELAIDE STREET WEST

Suite # 1000
TORONTO
ONTARIO

CANADA M5H 3V1

Mailing Address

120 ADELAIDE STREET WEST

Suite # 1000
TORONTO
ONTARIO

CANADA M5H 3V1

Activity Classification

NOT AVAILABLE

Corporation Name

PARK TOWNS DEVELOPMENTS GP INC.

Corporation Status

ACTIVE

Number of Directors

Minimum

00001

Maximum

00010

Date Report Produced: 2020/0945
Time Report Produced: 12:15:36

Page:

Date Amalgamated

NOT APPLICABLE

New Amal. Number

NOT APPLICABLE

Revival Date

NOT APPLICABLE

Transferred Out Date

NOT APPLICABLE

EP Licence Eff.Date
NOT APPLICABLE

Date Commenced
in Ontario

NOT APPLICABLE

1

Incorporation Date

2013/05/29

Jurisdiction

ONTARIO

Former Jurisdiction

NOT APPLICABLE

Amalgamation Ind.

NOT APPLICABLE

Notice Date

NOT APPLICABLE

Letter Date

NOT APPLICABLE

Continuation Date

NOT APPLICABLE

Cancel/lnactive Date

NOT APPLICABLE

EP Licence Term.Date
NOT APPLICABLE

Date Ceased
in Ontario

NOT APPLICABLE



Request ID: 024987879 Province of Ontario
Transaction ID: 76522849
Category ID:  UN/E

Ministry of Government Services

CORPORATION PROFILE REPORT

Ontario Corp Number

2374871

Corporate Name History

PARK TOWNS DEVELOPMENTS GP INC.

Current Business Name(s) Exist:

Expired Business Name(s) Exist:

Administrator:
Name (Individual / Corporation)

PHILIPPE

ARRATA

Date Began First Director
2019/11/01 NOT APPLICABLE
Designation Officer Type
DIRECTOR

Corporation Name

Date Report Produced: 2020/09/1®
Time Report Produced: 12:15:36
Page: 2

PARK TOWNS DEVELOPMENTS GP INC.

Effective Date

2013/05/29

NO
NO

Address

120 ADELAIDE STREET WEST
Suite # 1000
TORONTO

ONTARIO
CANADA M5H 3v1

Resident Canadian

Y



Request ID: 024987879
Transaction ID: 76522849
Category ID:  UN/E

Province of Ontario
Ministry of Government Services

Date Report Produced: 2020/09467
Time Report Produced: 12:15:36
Page: 3

CORPORATION PROFILE REPORT

Ontario Corp Number

2374871

Administrator:
Name (Individual / Corporation)

PHILIPPE

ARRATA

Date Began First Director
2019/11/01 NOT APPLICABLE
Designation Officer Type
OFFICER PRESIDENT

Administrator:
Name (Individual / Corporation)

NANCY

BLAIR

Date Began First Director
2019/11/01 NOT APPLICABLE
Designation Officer Type
DIRECTOR

Corporation Name

PARK TOWNS DEVELOPMENTS GP INC.

Address

120 ADELAIDE STREET WEST
Suite # 1000
TORONTO

ONTARIO
CANADA M5H 3V1

Resident Canadian

Y

Address

120 ADELAIDE STREET WEST
Suite # 1000
TORONTO

ONTARIO
CANADA M5H 3V1

Resident Canadian

Y



Request ID: 024987879
Transaction ID: 76522849
Category ID:  UN/E

Province of Ontario
Ministry of Government Services

Date Report Produced: 2020/0948

Page:

CORPORATION PROFILE REPORT

Ontario Corp Number

2374871

Administrator:
Name (Individual / Corporation)

NANCY

BLAIR

Date Began First Director
2019/11/01 NOT APPLICABLE
Designation Officer Type
OFFICER OTHER

Administrator:
Name (Individual / Corporation)

MICHAEL

BROCCOLINI

Date Began First Director
2013/05/29 NOT APPLICABLE
Designation Officer Type
DIRECTOR

Corporation Name

PARK TOWNS DEVELOPMENTS GP INC.

Address

120 ADELAIDE STREET WEST
Suite # 1000
TORONTO

ONTARIO
CANADA M5H 3V1

Resident Canadian

Y

Address

16766 TRANSCANADIENNE
Suite # 500
KIRKLAND

QUEBEC
CANADA H9H 4M7

Resident Canadian

Y

Time Report Produced: 12:15:36

4



Request ID: 024987879 Province of Ontario Date Report Produced: 2020/0949
Transaction ID: 76522849 Ministry of Government Services Time Report Produced: 12:15:36
Category ID:  UN/E Page: 5

CORPORATION PROFILE REPORT

Ontario Corp Number Corporation Name

2374871 PARK TOWNS DEVELOPMENTS GP INC.

Administrator:

Name (Individual / Corporation) Address
MICHAEL
16766 TRANSCANADIENNE
BROCCOLINI
Suite # 500
KIRKLAND
QUEBEC
CANADA H9H 4M7
Date Began First Director
2013/05/29 NOT APPLICABLE
Designation Officer Type Resident Canadian
OFFICER SECRETARY Y

Administrator:

Name (Individual / Corporation) Address
MICHAEL
16766 TRANSCANADIENNE
BROCCOLINI
Suite # 500
KIRKLAND
QUEBEC
CANADA H9H 4M7
Date Began First Director
2013/05/29 NOT APPLICABLE
Designation Officer Type Resident Canadian

OFFICER TREASURER Y



Request ID: 024987879
Transaction ID: 76522849
Category ID:  UN/E

Province of Ontario
Ministry of Government Services

Date Report Produced: 2020/0920
Time Report Produced: 12:15:36
Page: 6

CORPORATION PROFILE REPORT

Ontario Corp Number

2374871

Administrator:

Corporation Name

PARK TOWNS DEVELOPMENTS GP INC.

Name (Individual / Corporation) Address
JOSEPH
16766 TRANSCANADIENNE
BROCCOLINI
Suite # 500
KIRKLAND
QUEBEC
CANADA H9H 4M7
Date Began First Director
2013/05/29 NOT APPLICABLE
Designation Officer Type Resident Canadian
OFFICER CHIEF EXECUTIVE OFFICER

Name (Individual / Corporation)

JOSEPH

BROCCOLINI

Date Began First Director
2013/05/29 NOT APPLICABLE
Designation Officer Type
DIRECTOR

Administrator:

Address

16766 TRANSCANADIENNE
Suite # 500
KIRKLAND

QUEBEC
CANADA H9H 4M7

Resident Canadian

Y



Request ID: 024987879 Province of Ontario Date Report Produced: 2020/09271

Transaction ID: 76522849 Ministry of Government Services Time Report Produced: 12:15:36
Category ID:  UN/E Page: 7

CORPORATION PROFILE REPORT

Ontario Corp Number Corporation Name

2374871 PARK TOWNS DEVELOPMENTS GP INC.

Last Document Recorded
Act/Code Description Form Date

CIA CHANGE NOTICE 1 2020/06/10 (ELECTRONIC FILING)

THIS REPORT SETS OUT THE MOST RECENT INFORMATION FILED BY THE CORPORATION ON OR AFTER JUNE 27, 1992, AND RECORDED
IN THE ONTARIO BUSINESS INFORMATION SYSTEM AS AT THE DATE AND TIME OF PRINTING. ALL PERSONS WHO ARE RECORDED AS
CURRENT DIRECTORS OR OFFICERS ARE INCLUDED IN THE LIST OF ADMINISTRATORS.

PLEASE NOTE THAT WHEN THE SAME INDIVIDUAL HOLDS MULTIPLE 'OTHER UNTITLED' OFFICER POSITIONS, AS INDICATED ON A FORM
HE'IZDLESC'_II'_I-EIE CO%RTIT_lolgéEFQONgTINFORMATION ACT, ONLY ONE OF THESE 'OTHER UNTITLED' POSITIONS HELD BY THAT INDIVIDUAL WILL B

ADDITIONAL HISTORICAL INFORMATION MAY EXIST ON MICROFICHE.

The issuance of this report in electronic form is authorized by the Ministry of Government Services.



Request ID: 024987902 Province of Ontario Date Report Produced: 22020/09/10
Transaction ID: 76522902 Ministry of Government Services Time Report Produced: 12:20:10
Category ID: UN/E Page: 1

LIMITED PARTNERSHIPS REPORT

Firm name registered under the Limited Partnerships Act Business Identification Number

PARK TOWNS DEVELOPMENTS LIMITED
PARTNERSHIP

280788233

Business Type
LIMITED PARTNERSHIP

Mailing Address

120 ADELAIDE STREET WEST

No. 1000

TORONTO

ONTARIO

CANADA, M5H 3V1
General Nature of Business

REAL ESTATE OWNERSHIP DEVELOPMENT/SALE

Declaration Date
2018/07/20

Renewal Date
NOT APPLICABLE

Last Document Filed
NEW DECLARATION

Last Document Filed Date
2018/07/20

Former Names
NOT APPLICABLE

Address of Principal Place of Business in Ontario

120 ADELAIDE STREET WEST

No. 1000

TORONTO

ONTARIO

CANADA, M5H 3V1
Jurisdiction of Formation

ONTARIO

Expiry Date
2023/07/19

Change Date(s)
NOT APPLICABLE

Dissolution/Withdrawal Date
NOT APPLICABLE

Current Partnership Business Names Exist:
NO

Expired Partnership Business Names Exist:
NO

Date of Name Change



Request ID: 024987902 Province of Ontario Date Report Produced: 23020/09/10
Transaction ID: 76522902 Ministry of Government Services Time Report Produced: 12:20:10
Category ID: UN/E Page: 2

LIMITED PARTNERSHIPS REPORT

Firm name registered under the Limited Partnerships Act Business Identification Number
PARK TOWNS DEVELOPMENTS LIMITED 280788233
PARTNERSHIP

Business Type

LIMITED PARTNERSHIP

Information Regarding General Partner(s)

Name (Individual/Corporation/Other) Address

PARK TOWNS DEVELOPMENTS GP INC.
120 ADELAIDE STREET WEST

Corporate Number: 2374871
No. 1000
TORONTO
ONTARIO
CANADA, M5H 3V1

Name of Signatory Power of Attorney

BROCCOLINI, MICHAEL NO

Former Limited Partnership Names will only be displayed for Declarations registered on or after April 1, 1994.

This Report sets out the most recent information registered on or after April 1, 1994 and recorded in the Ontario Business
Information System as of the last business day.

The issuance of this report in electronic form is authorized by the Ministry of Government Services.



This is Exhibit “D” referred to in the
Affidavit No. 1 of Philippe Arrata

Sworn before mgow 13/3ep/2020.
i

-
A Commissioner for Taking Affidavits

for British Columbia

24



TITLE SEARCH PRINT
File Reference: 1001118436

2020-09-?0!,; 08:49:42
Requestor: Taylor Thurston

**CURRENT AND CANCELLED INFORMATION SHOWN**

Land Title District
Land Title Office

Title Number
From Title Number

Application Received

Application Entered

Registered Owner in Fee Simple

Registered Owner/Mailing Address:

Taxation Authority

Description of Land
Parcel Identifier:
Legal Description:

VANCOUVER
VANCOUVER

CA6180378
CA1773343

2017-07-28

2017-08-08

MOUNTAIN EQUIPMENT CO-OPERATIVE, INC.NO. CP852
1077 GREAT NORTHERN WAY

VANCOUVER, BC

V5T 1E1

North Vancouver, The Corporation of the City of

011-388-391

LOT A (EXPLANATORY PLAN 11193) BLOCK 31 DISTRICT LOT 272 PLAN 4692

Legal Notations

NOTICE OF INTEREST, BUILDERS LIEN ACT (S.3(2)), SEE CA1773344

FILED 2010-10-20

Charges, Liens and Interests
Nature:
Registration Number:
Registration Date and Time:
Registered Owner:
Remarks:

Nature:

Registration Number:
Registration Date and Time:
Registered Owner:
Remarks:

Title Number: CA6180378

RIGHT OF WAY

556246M

1972-05-29 13:53

THE CORPORATION OF THE CITY OF NORTH VANCOUVER
PART IN EXPLANATORY PLAN 11341

RIGHT OF WAY

G15282

1979-03-12 09:47

THE CORPORATION OF THE CITY OF NORTH VANCOUVER
PART IN EXPLANATORY PLAN 14241

TITLE SEARCH PRINT Page 1 of 4



TITLE SEARCH PRINT
File Reference: 1001118436

Nature:
Registration Number:

Registration Date and Time:

Registered Owner:

Nature:
Registration Number:

Registration Date and Time:

Registered Owner:

Nature:
Registration Number:

Registration Date and Time:

Registered Owner:

Nature:
Registration Number:

Registration Date and Time:

Registered Owner:

Nature:
Registration Number:

Registration Date and Time:

Registered Owner:

Nature:
Registration Number:

Registration Date and Time:

Registered Owner:

Nature:
Registration Number:

Registration Date and Time:

Registered Owner:

Nature:
Registration Number:

Registration Date and Time:

Registered Owner:

Nature:
Registration Number:

Registration Date and Time:

Registered Owner:

Title Number: CA6180378

2020-09-?0(,; 08:49:42
Requestor: Taylor Thurston

COVENANT

BB1176148

2010-07-29 11:43

THE CORPORATION OF THE CITY OF NORTH VANCOUVER

COVENANT

CA2060961

2011-06-17 11:07

THE CORPORATION OF THE CITY OF NORTH VANCOUVER

COVENANT

CA2060962

2011-06-17 11:07

THE CORPORATION OF THE CITY OF NORTH VANCOUVER

COVENANT

CA2060963

2011-06-17 11:07

THE CORPORATION OF THE CITY OF NORTH VANCOUVER

STATUTORY RIGHT OF WAY

CA2060964

2011-06-17 11:07

THE CORPORATION OF THE CITY OF NORTH VANCOUVER

COVENANT

CA2060965

2011-06-17 11:07

THE CORPORATION OF THE CITY OF NORTH VANCOUVER

STATUTORY RIGHT OF WAY

CA2060966

2011-06-17 11:07

THE CORPORATION OF THE CITY OF NORTH VANCOUVER

COVENANT

CA2314556

2011-12-14 15:09

THE CORPORATION OF THE CITY OF NORTH VANCOUVER

STATUTORY RIGHT OF WAY

CA2314557

2011-12-14 15:09

THE CORPORATION OF THE CITY OF NORTH VANCOUVER

TITLE SEARCH PRINT

Page 2 of 4



TITLE SEARCH PRINT
File Reference: 1001118436

Nature:
Registration Number:

Registration Date and Time:

Registered Owner:

Nature:
Registration Number:

Registration Date and Time:

Registered Owner:

Nature:
Registration Number:

Registration Date and Time:

Registered Owner:

Nature:
Registration Number:

Registration Date and Time:

Registered Owner:

Nature:
Registration Number:

Registration Date and Time:

Registered Owner:
Remarks:

Nature:
Registration Number:

Registration Date and Time:

Registered Owner:
Remarks:

Nature:
Registration Number:

Registration Date and Time:

Remarks:

Nature:
Registration Number:

Registration Date and Time:

Remarks:

Title Number: CA6180378

STATUTORY RIGHT OF WAY
CA2391685
2012-02-14 13:42

2020-09-?0? 08:49:42
Requestor: Taylor Thurston

BRITISH COLUMBIA HYDRO AND POWER AUTHORITY

STATUTORY RIGHT OF WAY
CA2391686

2012-02-14 13:42

TELUS COMMUNICATIONS INC.
INCORPORATION NO. A55547

COVENANT
CA2737044
2012-08-27 13:07

THE CORPORATION OF THE CITY OF NORTH VANCOUVER

STATUTORY RIGHT OF WAY
CA2752086
2012-09-04 11:25

THE CORPORATION OF THE CITY OF NORTH VANCOUVER

MORTGAGE

CA6198144

2017-08-03 09:44

ROYAL BANK OF CANADA
INTER ALIA

MODIFIED BY CA8334711

ASSIGNMENT OF RENTS
CA6198145

2017-08-03 09:44

ROYAL BANK OF CANADA
INTER ALIA

MODIFIED BY CA8334712

MODIFICATION

CA8334711

2020-07-30 14:27

INTER ALIA

MODIFICATION OF CA6198144

MODIFICATION

CA8334712

2020-07-30 14:27

INTER ALIA

MODIFICATION OF CA6198145

TITLE SEARCH PRINT

Page 3 of 4



TITLE SEARCH PRINT 2020-09- ﬁ)? 08:49:42

File Reference: 1001118436 Requestor: Taylor Thurston
Duplicate Indefeasible Title NONE OUTSTANDING

Transfers NONE

Pending Applications NONE

Corrections NONE

Title Number: CA6180378 TITLE SEARCH PRINT Page 4 of 4



29
PARCEL | DENTI FI ER (PID): 011-388-391

SHORT LEGAL DESCRI PTI ON: S/ 4692///31//A
MARG EP 11193 *
TAXATI ON AUTHORI TY:
1 North Vancouver, The Corporation of the Gty of

FULL LEGAL DESCRI PTI ON: CURRENT
LOT A (EXPLANATORY PLAN 11193) BLOCK 31 DI STRICT LOT 272 PLAN 4692

M SCELLANEQUS NOTES:
11340X=RW
11341X=RW
11623X=RW
PP EPP9299
SRW PLAN EPP20252

ASSCOCI ATED PLAN NUMBERS:
PLAN BCP46377
REFERENCE PLAN VAP11193RX
SUBDI VI SI ON PLAN VAP4692
STATUTORY RI GHT OF WAY PLAN EPP20252

AFB/IFB: M\ Y PE O SL: 1 Tl: 1



TITLE SEARCH PRINT
File Reference: 1001118436

2020-09-&)(,) 08:49:42
Requestor: Taylor Thurston

**CURRENT AND CANCELLED INFORMATION SHOWN**

Land Title District
Land Title Office

Title Number
From Title Number

Application Received

Application Entered

Registered Owner in Fee Simple

Registered Owner/Mailing Address:

Taxation Authority

Description of Land
Parcel Identifier:
Legal Description:

NEW WESTMINSTER
NEW WESTMINSTER

CA6180379
BA494675

2017-07-28

2017-08-08

MOUNTAIN EQUIPMENT CO-OPERATIVE, INC.NO. CP852
1077 GREAT NORTHERN WAY

VANCOUVER, BC

V5T 1E1

Surrey, City of

005-054-745

LOT 67 EXCEPT: PART SUBDIVIDED BY PLAN 53690, SECTION 20 TOWNSHIP 2
NEW WESTMINSTER DISTRICT PLAN 52612

Legal Notations

Charges, Liens and Interests
Nature:
Registration Number:
Registration Date and Time:
Registered Owner:
Remarks:

Nature:

Registration Number:
Registration Date and Time:
Registered Owner:
Remarks:

Title Number: CA6180379

NONE

RIGHT OF FIRST REFUSAL

L67964

1975-08-15 14:43

COLUMBIA ESTATE COMPANY, LIMITED
SEE L67962

EXTENDED BY N57158

ASSIGNED TO AB200715

RIGHT OF FIRST REFUSAL

N57158

1977-06-08 14:32

COLUMBIA ESTATE COMPANY, LIMITED
SEE N57157

EXTENSION OF L67964

ASSIGNED TO AB200715

TITLE SEARCH PRINT Page 1 of 3



TITLE SEARCH PRINT
File Reference: 1001118436

Nature:
Registration Number:

Registration Date and Time:

Registered Owner:

Remarks:

Nature:
Registration Number:

Registration Date and Time:

Remarks:

Nature:
Registration Number:

Registration Date and Time:

Remarks:

Nature:
Registration Number:

Registration Date and Time:

Registered Owner:

Nature:
Registration Number:

Registration Date and Time:

Registered Owner:

Nature:
Registration Number:

Registration Date and Time:

Registered Owner:
Cancelled By:
Cancelled Date:

Title Number: CA6180379

2020-09-%‘,I 08:49:42
Requestor: Taylor Thurston

RIGHT OF FIRST REFUSAL

AB200715

1988-09-30 09:24

SOUTHERN RAILWAY OF BRITISH COLUMBIA LIMITED
INCORPORATION NO. 349002

SEE L67962

ASSIGNMENT OF L67964 RECEIVED 15.08.1975 @ 14:43
AND N57158 (BEING AN EXTENSION OF L67964)
RECEIVED 08.06.1977 @ 14:32

SEE AB200705

WAIVER AS TO TRANSFER BR347062 ONLY, SEE BR347060
MODIFIED BY BR347063

WAIVER AS TO TRANSFER BA494675 ONLY, SEE BA494674
MODIFIED BY BA527656

RIGHT OF FIRST REFUSAL

BR347063

2001-12-20 13:43

MODIFICATION OF L67964 (SEE ALSO N57158 AND
AB200715)

MODIFICATION

BA527656

2006-07-12 09:08

MODIFICATION OF L67964 (SEE N57158 AND
AB200715)

COVENANT
BA603353
2006-12-22 15:03
CITY OF SURREY

COVENANT
BA603354
2006-12-22 15:03
CITY OF SURREY

MORTGAGE

CA5303136

2016-06-29 14:47

ROYAL BANK OF CANADA
CA6227641
2017-08-16

TITLE SEARCH PRINT Page 2 of 3



TITLE SEARCH PRINT
File Reference: 1001118436

Nature:

Registration Number:
Registration Date and Time:
Registered Owner:
Cancelled By:

Cancelled Date:

Nature:

Registration Number:
Registration Date and Time:
Registered Owner:
Remarks:

Nature:

Registration Number:
Registration Date and Time:
Registered Owner:
Remarks:

Nature:

Registration Number:
Registration Date and Time:
Remarks:

Nature:

Registration Number:
Registration Date and Time:
Remarks:

Duplicate Indefeasible Title

Transfers

Pending Applications

Corrections

Title Number: CA6180379

ASSIGNMENT OF RENTS
CA5303137

2016-06-29 14:47

ROYAL BANK OF CANADA
CA6227642
2017-08-16

MORTGAGE

CA6198144

2017-08-03 09:44

ROYAL BANK OF CANADA
INTER ALIA

MODIFIED BY CA8334711

ASSIGNMENT OF RENTS
CA6198145

2017-08-03 09:44

ROYAL BANK OF CANADA
INTER ALIA

MODIFIED BY CA8334712

MODIFICATION

CA8334711

2020-07-30 14:27

INTER ALIA

MODIFICATION OF CA6198144

MODIFICATION

CA8334712

2020-07-30 14:27

INTER ALIA

MODIFICATION OF CA6198145

NONE OUTSTANDING

NONE

NONE

NONE

TITLE SEARCH PRINT

2020-09-&3 08:49:42
Requestor: Taylor Thurston

Page 3 of 3



PARCEL | DENTI FI ER (PI D): 005-054-745

SHORT LEGAL DESCRI PTI ON: S/ 52612///1167
MARG: REM
TAXATI ON AUTHORI TY:
1 Surrey, Gty of

FULL LEGAL DESCRI PTI ON: CURRENT
LOT 67 EXCEPT: PART SUBDI VI DED BY PLAN 53690, SECTION 20 TOANSHI P 2
NEW VESTM NSTER DI STRI CT PLAN 52612

M SCELLANEQUS NOTES:
PP LMP40599

ASSCCI ATED PLAN NUMBERS:
POSTI NG PLAN LMP40599
SUBDI VI SI ON PLAN NWP52612

AFB/IFB: M\ Y PE: O SL: 1 TI: 1
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LAND TITLE CERTIFICATE

S
LINC SHORT LEGAL TITLE NUMBER
0026 686 717 14231K;31 991 373 010

LEGAL DESCRIPTION

PLAN 1423LK

BLOCK 31

CONTAINING 0.700 HECTARES (1.73 ACRES) MORE OR LESS

EXCEPTING THEREOUT:

PLAN NUMBER HECTARES (ACRES) MORE OR LESS
ROAD 9610692 0.028 0.07

EXCEPTING THEREOUT ALL MINES AND MINERALS

ATS REFERENCE: 5;1;24;16;SW
ESTATE: FEE SIMPLE

MUNICIPALITY: CITY OF CALGARY

REFERENCE NUMBER: 961 074 041

REGISTERED OWNER (S)

REGISTRATION DATE (DMY) DOCUMENT TYPE VALUE CONSIDERATION
991 373 010 20/12/1999 TRANSFER OF LAND $4,830,000 $1,225,000
OWNERS

MOUNTAIN EQUIPMENT CO-OPERATIVE.
OF 1077 GREAT NORTHERN WAY
VANCOUVER
BRITISH COLUMBIA V5T 1lEl
(DATA UPDATED BY: CHANGE OF ADDRESS 141328680)

ENCUMBRANCES, LIENS & INTERESTS

REGISTRATION
NUMBER DATE (D/M/Y) PARTICULARS

161 271 171 14/11/2016 UTILITY RIGHT OF WAY
GRANTEE - THE CITY OF CALGARY.
AS TO PORTION OR PLAN:1611176

171 183 782 18/08/2017 MORTGAGE

( CONTINUED )



ENCUMBRANCES, LIENS & INTERESTS
PAGE 2

REGISTRATION # 991 373 010
NUMBER DATE (D/M/Y) PARTICULARS

MORTGAGEE - ROYAL BANK OF CANADA.

SUITE 2100, 666 BURRARD ST

VANCOUVER

BRITISH COLUMBIA V6C3Bl

ORIGINAL PRINCIPAL AMOUNT: $200,000,000

171 183 783 18/08/2017 CAVEAT
RE : ASSIGNMENT OF RENTS AND LEASES
CAVEATOR - ROYAL BANK OF CANADA.
12TH FLOOR, SOUTH TOWER
ROYAL BANK PLAZA 200 BAY STREET
TORONTO
ONTARIO M5J2W7
AGENT - JAY B GEERS

201 143 810 15/08/2020 CAVEAT
RE : AMENDING AGREEMENT
CAVEATOR - ROYAL BANK OF CANADA.
12TH FLOOR, SOUTH TOWER
ROYAL BANK PLAZA 200 BAY STREET
TORONTO
ONTARIO M5J2W7
AGENT - MARK KOLAPAK

201 143 811 15/08/2020 CAVEAT
RE : ASSIGNMENT OF RENTS AND LEASES
CAVEATOR - ROYAL BANK OF CANADA.
12TH FLOOR, SOUTH TOWER
ROYAL BANK PLAZA 200 BAY STREET
TORONTO
ONTARIO M5J2W7
AGENT - MARK KOLAPAL

TOTAL INSTRUMENTS: 005

THE REGISTRAR OF TITLES CERTIFIES THIS TO BE AN
ACCURATE REPRODUCTION OF THE CERTIFICATE OF
TITLE REPRESENTED HEREIN THIS 10 DAY OF
SEPTEMBER, 2020 AT 08:53 A.M.

ORDER NUMBER: 40068774

CUSTOMER FILE NUMBER: 1001118436

*END OF CERTIFICATE¥*

( CONTINUED )



PAGE 3 36
# 991 373 010

THIS ELECTRONICALLY TRANSMITTED LAND TITLES PRODUCT IS INTENDED
FOR THE SOLE USE OF THE ORIGINAL PURCHASER, AND NONE OTHER,
SUBJECT TO WHAT IS SET OUT IN THE PARAGRAPH BELOW.

THE ABOVE PROVISIONS DO NOT PROHIBIT THE ORIGINAL PURCHASER FROM
INCLUDING THIS UNMODIFIED PRODUCT IN ANY REPORT, OPINION,
APPRAISAL OR OTHER ADVICE PREPARED BY THE ORIGINAL PURCHASER AS
PART OF THE ORIGINAL PURCHASER APPLYING PROFESSIONAL, CONSULTING
OR TECHNICAL EXPERTISE FOR THE BENEFIT OF CLIENT (S).
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STATUS OF TITLE .

Title Number 2917179/1 Land Titles Registry
Title Status Accepted

Client File 110775092378502

1. REGISTERED OWNERS, TENANCY AND LAND DESCRIPTION

MOUNTAIN EQUIPMENT CO-OPERATIVE

IS REGISTERED OWNER SUBJECT TO SUCH ENTRIES RECORDED HEREON
IN THE FOLLOWING DESCRIBED LAND:

LOTS 319 AND 320 BLOCK 3 PLAN 129 WLTO (W DIV)
IN RL 1 PARISH OF ST JOHN

The land in this title is, unless the contrary is expressly declared, deemed to be subject to the reservations and restrictions set out in
section 58 of The Real Property Act.

2. ACTIVE INSTRUMENTS

Instrument Type:

Registration Number:

Instrument Status:

Registration Date:
From/By:
To:

Amount:
Notes:

Description:

Instrument Type:

Registration Number:

Instrument Status:

Registration Date:
From/By:
To:

Amount:
Notes:
Description:

Status as of 2020-09-10 12:07:46

Caveat
12956/1
Accepted

1903-07-07
M. FORTUNE, ETAL

AFF: LOT 320 EXW .2 FT
PARTY-WALL

Mortgage
5196018/1
Accepted

2020-07-31
MOUNTAIN EQUIPMENT CO-OPERATIVE
ROYAL BANK OF CANADA

$200,000,000.00

No notes
No description

Title Number 2917179/1

Page 1 of 3



Instrument Type:

Registration Number:

Instrument Status:

Registration Date:
From/By:
To:

Amount:
Notes:

Description:

Instrument Type:

Registration Number:

Instrument Status:

Registration Date:

Caveat
5196019/1
Accepted

2020-07-31
ROYAL BANK OF CANADA
ROBLEY GOFF as Agent

No notes
Assignments of Rents and Leases

Personal Property Security Notice
5196020/1
Accepted

2020-07-31

38

From/By: Royal Bank of Canada

To: Robley Goff as Agent

Amount:

Notes: No notes

Description: Expires 07/30/2025 (Payments under a lease)

3. ADDRESSES FOR SERVICE

MOUNTAIN EQUIPMENT

CO- OPERATIVE

1077 GREAT NORTHERN WAY
VANCOUVER BC

V5T 1E1

4. TITLE NOTES

No title notes
5. LAND TITLES DISTRICT
Winnipeg

6. DUPLICATE TITLE INFORMATION

Duplicate not produced

7. FROM TITLE NUMBERS
2341655/1 All

Status as of 2020-09-10 12:07:46 Title Number 2917179/1 Page 2 of 3
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8. REAL PROPERTY APPLICATION / CROWN GRANT NUMBERS

No real property application or grant information

9. ORIGINATING INSTRUMENTS

Instrument Type: Request To Issue Title

Registration Number: 4883353/1

Registration Date: 2017-09-08

From/By: MOUNTAIN EQUIPMENT CO-OPERATIVE
To: ELMER J. GOMES AS AGENT

Amount:

10. LAND INDEX

Lot 319 Block 3 Plan 129
RL1 JO (WDIV)

Lot 320 Block 3 Plan 129
RL1 JO (WDIV)

CERTIFIED TRUE EXTRACT PRODUCED FROM THE LAND TITLES DATA STORAGE
SYSTEM OF TITLE NUMBER 2917179/1

Status as of 2020-09-10 12:07:46 Title Number 2917179/1 Page 3 of 3
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PARCEL REGISTER (ABBREVIATED)

FOR PROPERTY IDENTIFIER

PAGE 1 OF 1

TRY

E #20 07081-0411

PREPARED FOR DStlouis

(LT) ON 2020/09/10 AT 12:41:37

* CERTIFIED IN ACCORDANCE WITH THE LAND TITLES ACT * SUBJECT TO RESERVATIONS IN CROWN GRANT *

mﬂﬂmmWew DESCRIPTION: PT LT 15, RCP PL99, PT 2, 20R6976, PTS 2-6, 20R6744 & AS IN 656180 S&E PT 17 PE118, PT 1, 20R9817 & PT 1, 20R17605; BURLINGTON. S/T THE RIGHTS OF
OWNERS OF ADJOINING PARCELS, IF ANY, UNDER 381621.
PROPERTY REMARKS:
ESTATE/QUALIFIER: RECENTLY : PIN CREATION DATE:
FEE SIMPLE DIVISION FROM 07081-0250 2008/03/28
LT CONVERSION QUALIFIED
OWNERS' NAMES CAPACITY SHARE
MOUNTAIN EQUIPMENT CO-OPERATIVE
CERT/
REG. NUM. DATE INSTRUMENT TYPE AMOUNT PARTIES FROM PARTIES TO CHKD

** PRINTOUT

**SUBJECT,

* A

* *

* KX

* A

* *

* KX

**DATE OF (

119980

20R6744

20R6976

624841

805130

HR567544

HR641374

HR648712

HR1478303

REMARKS: PLANNI

SUBSECTION 4

IAND ESCHEATS

CONVENTION.

ANY LEASE TO

ONVERSION TO

1961/01/25

1984/09/21

1985/04/04

1985/08/21

1993/05/28

2007/05/16

2008/02/11

2008/03/17

2017/08/03

INCLUDES ALL DOCUMENT TYPES AND

ON FIRST REGISTRATION UNDER THE ]

4 (1) OF THE LAND TIT]

OR FORFEITURE TO THI

THE RIGHTS OF ANY PERSON WHO WOU]

IT THROUGH LENGTH OF ADVERSE POS

WHICH THE SUBSECTIOI

LAND TITLES: 1997/1]

BYLAW

PLAN REFERENCE

PLAN REFERENCE

AGREEMENT

AGREEMENT

TRANSFER
NG ACT STATEMENTS

NOTICE

NOTICE

CHARGE

DELETED INSTRUMENT
LAND TITLES ACT, TO

LES ACT, EXCEPT PAR/

CROWN .
LD, BUT FOR THE LANI

PESSION, PRESCRIPTI

NV 70(2) OF THE REGI

/24 **

$1,715,000

$1

$1

$200, 000,000

b

SINCE 2008/03/28 **

AGRAPH 11, PARAGRAPH 14,

DN, MISDESCRIPTION OR BOUNDARIES SETTLED BY

STRY ACT APPLIES.

HOLLAND CHEVROLET OLDSMOBILE INC.

THE CORPORATION OF THE CITY OF BURLINGTON

THE CORPORATION OF THE CITY OF BURLINGTON

MOUNTAIN EQUIPMENT CO-OPERATIVE

PROVINCIAL SUCCESSION DUTIES

D TITLES ACT, BE ENTITLED TO THE LAND OR ANY PART OF

*

THE CORPORATION OF THE CITY OF BURLINGTON

THE CORPORATION OF THE CITY OF BURLINGTON

MOUNTAIN EQUIPMENT CO-OPERATIVE

ROYAL BANK OF CANADA

NOTE: ADJOINING PROPERTIES SHOULD BE INVESTIGATED TO ASCERTAIN DESCRIPTIVE INCONSISTENCIES,

NOTE:

IF ANY, WITH DESCRIPTION REPRESENTED FOR THIS PROPERTY.

ENSURE THAT YOUR PRINTOUT STATES THE TOTAL NUMBER OF PAGES AND THAT YOU HAVE PICKED THEM ALL UP.




L

M PARCEL REGISTER (ABBREVIATED) FOR PROPERTY IDENTIFIER
Y > . j i LAND PAGE 1 OF 2
) O_Jﬁmw._o ServiceOntario REGISTRY PREPARED FOR DStlouis
OFFICE #66 10059-0267 (LT) ON 2020/09/10 AT 12:38:02

* CERTIFIED IN ACCORDANCE WITH THE LAND TITLES ACT * SUBJECT TO RESERVATIONS IN CROWN GRANT *

&WMWHM DESCRIPTION:

PROPERTY REMARKS:

PART LOT 16, CONC 2 EYS, DES AS PARTS 1, 4, 5, 6, 9, 10, 11, 12, 13 & 14, PLAN 66R27498; TOGETHER WITH AN EASEMENT OVER PART LOT 16, CON 2 EYS, DES AS
PART 3, PLAN 66R27498 AS IN AT3895818; TOGETHER WITH AN EASEMENT OVER PART LOT 16, CON 2 EYS, DES AS PART 7, PLAN 66R27498 AS IN AT3895818; TOGETHER
WITH AN EASEMENT OVER PART LOT 16, CON 2 EYS, DES AS PART 8, PLAN 66R27498 AS IN AT3895818; SUBJECT TO AN EASEMENT OVER PART 4, PLAN 66R27498 IN
FAVOUR OF PART LOT 16, CON 2, EYS, DES AS PARTS 2, 3, 7 AND 8, PLAN 66R27498 AS IN AT3895818; SUBJECT TO AN EASEMENT OVER PART 5, PLAN 66R27498 IN
FAVOUR OF PART LOT 16, CON 2, EYS, DES AS PARTS 2, 3, 7 AND 8, PLAN 66R27498 AS IN AT3895818; SUBJECT TO AN EASEMENT OVER PART 6, PLAN 66R27498 IN
FAVOUR OF PART LOT 16, CON 2, EYS, DES AS PARTS 2, 3, 7 AND 8, PLAN 66R27498 AS IN AT3895818; SUBJECT TO AN EASEMENT OVER PART 9, PLAN 66R27498 IN
FAVOUR OF PART LOT 16, CON 2, EYS, DES AS PARTS 2, 3, 7 AND 8, PLAN 66R27498 AS IN AT3895818; SUBJECT TO AN EASEMENT OVER PART 10, PLAN 66R27498 IN
FAVOUR OF PART LOT 16, CON 2, EYS, DES AS PARTS 2, 3, 7 AND 8, PLAN 66R27498 AS IN AT3895818; SUBJECT TO AN EASEMENT OVER PART 11, PLAN 66R27498 IN
FAVOUR OF PART LOT 16, CON 2, EYS, DES AS PARTS 2, 3, 7 AND 8, PLAN 66R27498 AS IN AT3895818; SUBJECT TO AN EASEMENT OVER PART 12, PLAN 66R27498 IN
FAVOUR OF PART LOT 16, CON 2, EYS, DES AS PARTS 2, 3, 7 AND 8, PLAN 66R27498 AS IN AT3895818; SUBJECT TO AN EASEMENT OVER PART 13, PLAN 66R27498 IN
FAVOUR OF PART LOT 16, CON 2, EYS, DES AS PARTS 2, 3, 7 AND 8, PLAN 66R27498 AS IN AT3895818; SUBJECT TO AN EASEMENT OVER PART 14, PLAN 66R27498 IN
FAVOUR OF PART LOT 16, CON 2, EYS, DES AS PARTS 2, 3, 7 AND 8, PLAN 66R27498 AS IN AT3895818; SUBJECT TO AN EASEMENT IN GROSS OVER PARTS 1, 5, 10, 12,
13 & 14, 66R27498 AS IN AT4283935; SUBJECT TO AN EASEMENT IN GROSS OVER PTS 4, 5, 6, 9, 11, 12 & 13 PL 66R27498 AS IN AT4337864; CITY OF TORONTO

ESTATE/QUALIFIER: RECENTLY : PIN CREATION DATE:
FEE SIMPLE DIVISION FROM 10059-0027 2015/06/17
LT CONVERSION QUALIFIED
OWNERS' NAMES CAPACITY SHARE
MOUNTAIN EQUIPMENT CO-OPERATIVE
CERT/
REG. NUM. DATE INSTRUMENT TYPE AMOUNT PARTIES FROM PARTIES TO CHKD

** PRINTOUT

**SUBJECT,

* *

* K

* A

* *

* K*

* A

INCLUDES AL]

n

ON FIRST REGT

SUBSECTION 44
AND ESCHEATS
THE RIGHTS Of
IT THROUGH LE.

CONVENTION.

IANY LEASE TO

" ANY PERSON WHO WOULI

DOCUMENT TYPES AND|DELETED INSTRUMENTS$ SINCE 2015/06/17 **

STRATION UNDER THE LAND TITLES ACT, TO

(1) OF THE LAND TITLES ACT, EXCEPT PARAGRAPH 11, PARAGRAPH 14, PROVINCIAL SUCCESSION DUTIES

iy

OR FORFEITURE TO THE CROWN.

LD, BUT FOR THE LAND TITLES ACT, BE ENTITLED TO THE LAND OR ANY PART OF

NGTH OF ADVERSE POS$ESSION, PRESCRIPTIQN, MISDESCRIPTION OR BOUNDARIES SETTLED BY

WHICH THE SUBSECTION 70(2) OF THE REGISTRY ACT APPLIES.

**DATE OF CQONVERSION TO|LAND TITLES: 2002/01/28 **

AT2974641 | 2012/03/26 | TRANSFER $13,575,000 | MARK'S CHOICE LTD. MOUNTAIN EQUIPMENT CO-OPERATIVE c
REMARKS: PLANNING ACT STATEMENTS

66R27498 2014/06/19 | PLAN REFERENCE c

66R27980 2015/04/16 | PLAN REFERENCE **%* DELETED AGAINST THIS PROPERTY ***

AT3895820 |2015/05/28 | NOTICE $2 | PARK TOWNS DEVELOPMENTS (SHEPPARD) INC MOUNTAIN EQUIPMENT CO-OPERATIVE C

NOTE: ADJOINING PROPERTIES SHOULD BE INVESTIGATED TO ASCERTAIN DESCRIPTIVE INCONSISTENCIES,
ENSURE THAT YOUR PRINTOUT STATES THE TOTAL NUMBER OF PAGES AND THAT YOU HAVE PICKED THEM ALL UP.

NOTE:

IF ANY, WITH DESCRIPTION REPRESENTED FOR THIS PROPERTY.




e PARCEL REGISTER (ABBREVIATED) FOR PROPERTY IDENTIFIER

V > . j i LAND PAGE 2 OF 2

\\w\ O—Jﬂmw._o mm—x<_ﬁmos.—”m—‘_o REGISTRY PREPARED FOR DStlouis
OFFICE #66 10059-0267 (LT) ON 2020/09/10 AT 12:38:02

* CERTIFIED IN ACCORDANCE WITH THE LAND TITLES ACT * SUBJECT TO RESERVATIONS IN CROWN GRANT *

N CERT/
M.mm. NUM. DATE INSTRUMENT TYPE AMOUNT PARTIES FROM PARTIES TO CHKD

AT4283934 2016/07/20 | NOTICE $2 | CITY OF TORONTO ¢
REMARKS: SITE BLAN AGREEMENT

AT4283935 2016/07/20 TRANSFER EASEMENT $2 | MOUNTAIN EQUIPMENT CO-OPERATIVE CITY OF TORONTO C
AT4337864 2016/09/09 | TRANSFER EASEMENT MOUNTAIN EQUIPMENT CO-OPERATIVE TORONTO HYDRO-ELECTRIC SYSTEM LIMITED C
AT4464267 2017/01/19 | CONSTRUCTION LIEN *** COMPLETELY DELETED ***

0zZZ ELECTRIC INC.

AT4473481 2017/01/30 CERTIFICATE *** COMPLETELY DELETED **x*
0zZ ELECTRIC INC. ONTARIO SUPERIOR COURT OF JUSTICE
REMARKS: AT4464267

AT4531497 2017/04/06 | APL DEL CONST LIEN *** COMPLETELY DELETED **x*
0ZZ ELECTRIC INC.

REMARKS: AT4464267. & AT4473481

66R29412 2017/06/29 | PLAN REFERENCE ¢

AT4646897 2017/08/03 CHARGE $200,000,000 | MOUNTAIN EQUIPMENT CO-OPERATIVE ROYAL BANK OF CANADA C

NOTE: ADJOINING PROPERTIES SHOULD BE INVESTIGATED TO ASCERTAIN DESCRIPTIVE INCONSISTENCIES, IF ANY, WITH DESCRIPTION REPRESENTED FOR THIS PROPERTY.
NOTE: ENSURE THAT YOUR PRINTOUT STATES THE TOTAL NUMBER OF PAGES AND THAT YOU HAVE PICKED THEM ALL UP.



ﬁ}s PARCEL REGISTER (ABBREVIATED) FOR PROPERTY IDENTIFIER

V > . j i LAND PAGE 1 OF 2
K\w\ Ojﬂmﬂ_o mm <_ﬁmosﬂm—.._o REGISTRY PREPARED FOR DStlouis
OFFICE #4 04017-0142 (LT) ON 2020/09/10 AT 12:34:59

* CERTIFIED IN ACCORDANCE WITH THE LAND TITLES ACT * SUBJECT TO RESERVATIONS IN CROWN GRANT *

WMWWMWHM DESCRIPTION: PT LTS 5 & 6, PL 204 , S/S OF RICHMOND RD; AS IN CR359870 ; LTS 5 & 6, PL 204 , N/S OF DANFORTH AV ; OTTAWA/NEPEAN

PROPERTY REMARKS:

ESTATE/QUALIFIER: RECENTLY : PIN CREATION DATE:

FEE SIMPLE FIRST CONVERSION FROM BOOK 147 1996/05/27
LT CONVERSION QUALIFIED

OWNERS' NAMES CAPACITY SHARE
MOUNTAIN EQUIPMENT CO-OPERATIVE

CERT/
REG. NUM. DATE INSTRUMENT TYPE AMOUNT PARTIES FROM PARTIES TO CHKD

**EFFECTIVE 2000/07/29 THE NOTATION OF THE ['BLOCK IMPLEMENTATIQN DATE" OF 1996/05/27 ON THIS PIN**
**WAS REPLACED WITH THE|"PIN CREATION DATE"|OF 1996/05/27*%*
** PRINTOUI| INCLUDES ALL DOCUMENT TYPES AND|DELETED INSTRUMENT$ SINCE 1996/05/24 **

**SUBJECT, |ON FIRST REGJISTRATION UNDER THE LAND TITLES ACT, TO

xx SUBSECTION 44 (1) OF THE LAND TITLES ACT, EXCEPT PARAGRAPH 11, PARAGRAPH 14, PROVINCIAL SUCCESSION DUTIES *
xx IAND ESCHEATS|OR FORFEITURE TO THE CROWN.

xx THE RIGHTS OF ANY PERSON WHO WOULD, BUT FOR THE LAND TITLES ACT, BE ENTITLED TO THE LAND OR ANY PART OF

xx IT THROUGH LENGTH OF ADVERSE POS$ESSION, PRESCRIPTI(QPN, MISDESCRIPTION OR BOUNDARIES SETTLED BY

xx CONVENTION.

xx ANY LEASE TO|WHICH THE SUBSECTION 70(2) OF THE REGI$TRY ACT APPLIES.

**DATE OF CONVERSION TO|LAND TITLES: 1996/05/27 **

CR359870 1957/06/05 | TRANSFER **% COMPLETELY DELETED ***
SUN LIFE ASSURANCE COMPANY OF CANADA
CR359871 1957/06/05 | LEASE **% COMPLETELY DELETED ***
DOMINION STORES LIMITED
N658995 1993/05/14 | LIEN *%% COMPLETELY DELETED **x
LT1189241 1999/04/12 | APL (GENERAL) *%% COMPLETELY DELETED **x*

SUN LIFE ASSURANCE COMPANY OF CANADA
REMARKS: N658995

LT1207448 1999/06/30 APL (GENERAL) *** COMPLETELY DELETED **x*
SUN LIFE ASSURANCE COMPANY OF CANADA
REMARKS: DELETE - CR359871

NOTE: ADJOINING PROPERTIES SHOULD BE INVESTIGATED TO ASCERTAIN DESCRIPTIVE INCONSISTENCIES, IF ANY, WITH DESCRIPTION REPRESENTED FOR THIS PROPERTY.
NOTE: ENSURE THAT YOUR PRINTOUT STATES THE TOTAL NUMBER OF PAGES AND THAT YOU HAVE PICKED THEM ALL UP.
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LAND

REGISTRY
OFFICE #4

PARCEL REGISTER (ABBREVIATED)

FOR PROPERTY IDENTIFIER
PAGE 2 OF 2

04017-0142

PREPARED FOR DStlouis
(LT) ON 2020/09/10 AT 12:34:59

* CERTIFIED IN ACCORDANCE WITH THE LAND TITLES ACT * SUBJECT TO RESERVATIONS IN CROWN GRANT *

R CERT/
Mma. NUM. DATE INSTRUMENT TYPE AMOUNT PARTIES FROM PARTIES TO CHKD
LT1207449 1999/06/30 | TRANSFER $800,000 | SUN LIFE ASSURANCE COMPANY OF CANADA MOUNTAIN EQUIPMENT CO-OPERATIVE
LT1207450 1999/06/30 | APL ANNEX REST COV SUN LIFE ASSURANCE COMPANY OF CANADA
REMARKS: EXPIRHS MAY 31, 2007
LT1229978 1999/09/20 | NOTICE MOUNTAIN EQUIPMENT CO-OPERATIVE THE CORPORATION OF THE CITY OF OTTAWA
1314625 ONTARIO LIMITED
REMARKS: LT1207449 & LT1180465.
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KPMG LLP

PO Box 10426 777 Dunsmuir Street
Vancouver BC V7Y 1K3

Canada

Telephone (604) 691-3000

Fax (604) 691-3031

INDEPENDENT AUDITORS' REPORT

To the Members of Mountain Equipment Co-operative
Opinion

We have audited the consolidated financial statements of Mountain Equipment Co-
operative (the “Entity”), which comprise:

e the consolidated balance sheet as at February 24, 2019

e the consolidated statement of earnings and surplus (deficit) for the period from February
26, 2018 to February 24, 2019

e the consolidated statement of cash flows for the period from February 26, 2018 to
February 24, 2019

e and notes to the consolidated financial statements, including a summary of significant
accounting policies

(Hereinafter referred to as the “financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects,
the consolidated financial position of the Entity as at February 24, 2019, and its
consolidated results of operations and its consolidated cash flows for the period from
February 26, 2018 to February 24, 2019 in accordance with Canadian accounting standards
for private enterprises.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing
standards. Our responsibilities under those standards are further described in the
“Auditors’ Responsibilities for the Audit of the Financial Statements” section of our
auditors’ report.

We are independent of the Entity in accordance with the ethical requirements that are
relevant to our audit of the financial statements in Canada and we have fulfilled our other
ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.
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Responsibilities of Management and Those Charged with Governance
for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with Canadian accounting standards for private enterprises, and
for such internal control as management determines is necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is responsible for assessing the Entity’s
ability to continue as a going concern, disclosing as applicable, matters related to going
concern and using the going concern basis of accounting unless management either
intends to liquidate the Entity or to cease operations, or has no realistic alternative but to do
Sso.

Those charged with governance are responsible for overseeing the Entity’s financial
reporting process.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditors’ report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with Canadian generally accepted auditing standards will always
detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of the financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we
exercise professional judgment and maintain professional skepticism throughout the audit.

We also:

e Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
our opinion.

The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Entity's internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.
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e Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Entity's
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditors’ report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditors’
report. However, future events or conditions may cause the Entity to cease to continue
as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

e Communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

Kins 42
< L

Chartered Professional Accountants

Vancouver, Canada
June 7, 2019
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February 24, February 25,
2019 2018
Assets
Current assets:
Accounts receivable (note 3) $ 1,142 $ 955
Inventory (note 4) 96,531 100,431
Prepaids and deposits 4,704 4,962
Investment in joint arrangement 204 492
102,581 106,840
Property and equipment (note 6) 247,944 229,374
Intangible assets (note 7) 21,237 20,586
Future income tax asset (note 11) - 5,355
$ 371,762 $ 362,155
Liabilities and Members' Equity
Current liabilities:
Amounts owing to suppliers, governments and
employees (note 8) $ 57,333 $ 45,281
Operating loan (note 9) 35,365 19,456
Gift cards and provision for sales returns 14,978 14,661
Current portion of capital lease obligation (note 10) 1,538 1,414
Current portion of deferred gain on sale and leaseback (note 6) 1,867 16,593
Current portion of deferred lease liability 3,041 2,190
114,122 99,595
Capital lease obligation (note 10) 37,234 38,772
Deferred gain on sale and leaseback (note 6) - 820
Deferred lease liability 31,028 24,233
Other non-current liabilities 694 -
183,078 163,420
Members’ shares (note 12) 190,737 189,361
Contributed surplus (note 13) 894 834
Accumulated surplus (deficit) (2,947) 8,540
188,684 198,735
Commitments and contingencies (note 14)
$ 371,762 $ 362,155
See accompanying notes to consolidated financial statements.
Approved on behalf of the Board:
Robert Wallis Director Ellen Pekeles Director
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Period from Period from

February 26, February 27,

2018 to 2017 to

February 24, February 25,

2019 2018

Sales $ 462,445 $ 454,840

Cost of sales (note 4) 313,062 311,704

Gross margin 149,383 143,136

Selling and administration expenses (schedule) 164,345 157,398

Restructuring expenses (note 16) 8,530 -

(23,492) (14,262)

Other income (schedule) 17,034 29,677

Earnings (loss) before patronage return and income taxes (6,458) 15,415

Patronage return - -

Earnings (loss) before income taxes (6,458) 15,415
Provision for income taxes (recovery) (note 11):

Current (326) 41

Future 5,355 3,629

5,029 3,670

Net earnings (loss) (11,487) 11,745

Surplus (deficit), beginning of period 8,540 (3,205)

Surplus (deficit), end of period $ (2,947) $ 8,540

See accompanying notes to consolidated financial statements.
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Period from Period from
February 26, February 27,
2018 to 2017 to
February 24, February 25,
2019 2018
Cash provided by (used in):
Operations:
Net earnings (loss) $ (11,487) $ 11,745
Items not involving cash:
Amortization 19,411 18,650
Impairment loss on intangible assets (note 7) 4,092 858
Gain on sale and leaseback transaction (note 6) (15,546) (21,706)
Gain on sale of land - (4,990)
Loss on disposal of property and equipment and
intangible assets 344 347
Equity loss (income) from joint arrangement 88 (1,083)
Amortization of deferred lease expense (2,528) (982)
Future income tax expense 5,355 3,629
(271) 6,468
Change in non-cash operating working capital items
related to operations 17,034 (8,377)
16,763 (1,909)
Financing:
Repayments of capital lease (1,414) (1,373)
Payment received from lease inducement 10,174 24,394
Proceeds from (repayment of) operating loan, net 17,606 (9,357)
Financing fees (1,697) (778)
Shares issued to new members 1,416 1,470
Shares redeemed (37) (104)
Shares withdrawn 3 1)
Contributed surplus (deficit) from unclaimed share redemptions, net 60 67
26,105 14,318
Investing:
Purchase of property and equipment (34,210) (20,941)
Purchase of intangible assets (8,858) (7,393)
Proceeds on disposal of asset held for sale - 8,517
Proceeds on disposal of property and equipment - 5,302
Proceeds from investment in joint arrangement 200 2,106
(42,868) (12,409)
Change in cash, being cash, end of period $ - $ -
The following non-cash transactions occurred in the period:
Share redemption settled through issuance of gift cards $ - $ 1,758
Deferred lease inducements accrued in prior year and received in
current year - 8,176

See accompanying notes to consolidated financial statements.
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MOUNTAIN EQUIPMENT CO-OPERATIVE

Notes to Consolidated Financial Statements
(Amounts expressed in thousands of dollars, unless otherwise indicated)

Period from February 26, 2018 to February 24, 2019

1. Operations:

Mountain Equipment Co-operative (“MEC”) is a member owned and directed retail consumer co-
operative. It is incorporated under the Co-operative Association Act of British Columbia and
serves its members through stores across Canada as well as through a service centre and
website.

2. Significant accounting policies:

@

(b)

(©

Basis of presentation:

These consolidated financial statements have been prepared in accordance with Canadian
accounting standards for private enterprises (“ASPE”) and include the accounts of MEC's
wholly-owned subsidiary, 1314625 Ontario Limited, a substantially inactive company.

Revenue recognition:

MEC recognizes revenue when the title of goods passes to the member. Revenue from store
sales is recognized at the point of sale and revenue from online and service centre sales is
recognized when the product is shipped to the member. MEC reports its revenue net of sales
discounts and returns.

MEC sells gift cards which entitle the holder to use the value for purchasing products and
services. Purchased gift cards are non-refundable and cannot be redeemed for cash. Gift
cards have no associated fees or expiration dates. Amounts paid for gift cards are deferred
and recorded on the balance sheet as a gift card liability. The balance of the gift card liability
at February 24, 2019 represents MEC's outstanding obligation for these gift cards as well as
gift cards that were issued by MEC as part of a redemption of shares. Revenue from gift
cards is recognized as cards are redeemed.

MEC recognizes income on unredeemed gift cards when it determines that the likelihood of
the gift card being redeemed is remote. Amounts recognized on unclaimed share redemption
gift cards are allocated to contributed surplus and have no impact on revenue.

Inventory:

Inventory is valued at the lower of weighted average cost and net realizable value. The cost
of inventory includes all costs of purchase net of vendor allowances, costs of conversion, if
any, and other costs incurred in bringing the inventories to their present location and
condition before distribution to retail stores. Other costs associated with acquiring, storing,
and transporting inventory to retail stores are expensed as incurred and included in cost of
sales.

Net realizable value is the estimated selling price in the ordinary course of business less the
estimated necessary costs to make the sale.
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MOUNTAIN EQUIPMENT CO-OPERATIVE

Notes to Consolidated Financial Statements
(Amounts expressed in thousands of dollars, unless otherwise indicated)

Period from February 26, 2018 to February 24, 2019

2. Significant accounting policies (continued):

(d)

(e)

()

Investment in joint arrangement:

MEC accounts for its interest in jointly controlled enterprises using the equity method. Any
investments are initially recorded at cost and are increased for the proportionate share of any
post acquisition earnings and decreased by any post acquisition losses and dividends
received. MEC currently has a 49.995% ownership interest in the joint arrangement, Park
Towns Development Limited Partnership.

Related party transactions:

Monetary related party transactions and non-monetary related party transactions that have
commercial substance are measured at the exchange amount when they are in the normal
course of business, except when the transaction is an exchange of a product or property held
for sale in the normal course of operations. Where the transaction is not in the normal course
of operations, it is measured at the exchange amount when there is a substantive change in
the ownership of the item transferred and there is independent evidence of the exchange
amount.

All other related party transactions are measured at the carrying amount.
Property and equipment:

Property and equipment are recorded at historical cost less accumulated amortization.
Cost includes expenditures that are attributable directly to the acquisition or construction of
the asset, including the purchase cost and labour. Amortization is recorded annually using
the following rates and methods:

Asset Basis Rate
Buildings Declining balance 4-6%
Furniture, fixtures and equipment Declining balance 20 - 55%
Asset under capital lease Straight-line Term of lease

Leasehold improvements are amortized on a straight-line basis over the lesser of the
estimated useful life of the asset or the term of the lease plus one renewal period. The
amortization terms range from 1 to 25 years.

Assets under construction commence amortization when assets are put in use.
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MOUNTAIN EQUIPMENT CO-OPERATIVE

Notes to Consolidated Financial Statements
(Amounts expressed in thousands of dollars, unless otherwise indicated)

Period from February 26, 2018 to February 24, 2019

2. Significant accounting policies (continued):

(9)

(h)

(i)

Intangible assets:

Asset Basis Rate
Computer software Straight-line 5—10 years
Intangible assets Declining balance 20%

(i) Separately acquired at cost:

Intangible assets acquired at cost are comprised of computer software assets, and are
stated at cost, less accumulated amortization.

(ii) Internally generated:

Research activities are expensed as incurred. Development activities are recognized as
an asset provided they meet the capitalization criteria, which include MEC’s ability to
demonstrate: technical feasibility of completing the intangible asset so that it will be
available for use or sale; MEC's intention to complete the asset for use or for sale; MEC’s
ability to use or sell the asset; the adequacy of MEC’s resources to complete the
development; MEC's ability to measure reliably the expenditures during the development;
and MEC's ability to demonstrate that the asset will generate future economic benefits.

Lease inducements:

MEC records rent as an expense on a straight-line basis over the term of the lease.
Accordingly, reasonably assured rent escalations are amortized straight-line over the lease
term.

Free rent periods and lease inducements are deferred and amortized straight-line over the
lease term as a reduction of annual rent expenses. These lease inducements are recorded in
deferred lease liability on the balance sheet.

Patronage return:

In years where a patronage return is declared, the patronage return is deducted from
earnings for the year in which the return is declared by the Board of Directors and represents
a refund of a portion of the current year's net surplus to the members based on their
purchases during the year.
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MOUNTAIN EQUIPMENT CO-OPERATIVE

Notes to Consolidated Financial Statements
(Amounts expressed in thousands of dollars, unless otherwise indicated)

Period from February 26, 2018 to February 24, 2019

2. Significant accounting policies (continued):

0

(k)

o

Derivative financial instruments and hedge accounting:

MEC uses foreign exchange contracts in its hedging strategy to manage its exposure to
currency risks on highly probable United States (“US”) dollar inventory purchases.

Where the requirements for hedge accounting are met, MEC designates and documents the
foreign exchange contracts as hedges of anticipated US dollar inventory purchases. The
documentation identifies the anticipated transaction being hedged, the risk that is being
hedged, the type of hedging instrument used and the term of the hedging relationship. The
critical terms of the hedging instrument and the hedged item must match the life of the
instrument. Hedge accounting is discontinued prospectively if it is determined that the
hedging instruments’ critical terms no longer match the hedged item, the hedging instrument
is terminated, or upon the sale or early termination of the hedge.

The foreign exchange contracts held by MEC at year-end that qualify for hedge accounting
are not presented on the year-end balance sheet at their fair value. The gains and losses
relating to these contracts are recognized as an adjustment to any gain or loss arising on the
settlement of the hedged inventory purchases.

Foreign currency translation:

MEC translates assets and liabilities denominated in foreign currencies at exchange rates in
effect at the end of the year. Exchange gains and losses from unhedged transactions
denominated in foreign currencies relating to inventory purchases are included in cost of
sales. Included in the current period cost of sales was a foreign exchange gain of $2,279
(February 25, 2018 - $3,262).

Employee benefits:

MEC contributes to a defined contribution plan to assist employees with retirement savings.
The cost is included in salaries, wages and employee benefits expense. Contributions of
$1,758 (February 25, 2018 - $1,737) were made during the current period.

(m) Income taxes:

MEC follows the asset and liability method of accounting for income taxes. Under this
method, income tax liabilities and assets are recognized for the estimated tax consequences
attributable to differences between the financial statement carrying amounts and the tax
bases of existing assets and liabilities.

Future tax assets and liabilities are measured using enacted or substantively enacted tax
rates expected to apply to taxable income in the years in which those temporary differences
are expected to be recovered or settled. The effect on future tax assets and liabilities of a
change in tax rates is recognized in income in the year that includes the date of enactment or
substantive enactment. A valuation allowance is recorded against any future income tax
asset if it is more likely than not that the asset will not be realized. Income tax expense or
recovery is the sum of MEC's provision for current income taxes and the difference between
the opening and ending balances of future income tax assets and liabilities.
7
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MOUNTAIN EQUIPMENT CO-OPERATIVE

Notes to Consolidated Financial Statements
(Amounts expressed in thousands of dollars, unless otherwise indicated)

Period from February 26, 2018 to February 24, 2019

2. Significant accounting policies (continued):

(n)

(0)

Use of estimates and measurement uncertainty:

In preparing MEC'’s financial statements, management is required to make estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the
financial statements and reported amounts of revenue and expenses during the period.
Actual results could differ from these estimates. Areas of measurement uncertainty include
carrying value of property and equipment and intangible assets, inventory valuation,
allowance for sales returns, warranty liabilities, valuation of future income taxes, restructuring
costs, and the amount of gift certificates likely to be redeemed.

Financial instruments:

Financial instruments are recorded at fair value on initial recognition. Freestanding derivative
instruments that are not in a qualifying hedging relationship and equity instruments that are
qguoted in an active market are subsequently measured at fair value. All other financial
instruments are subsequently measured at cost or amortized cost, unless management has
elected to carry the instruments at fair value. MEC has not elected to carry any such financial
instruments at fair value.

Transaction costs incurred on the acquisition of financial instruments measured subsequently
at fair value are expensed as incurred. All other financial instruments are adjusted by
transaction costs incurred on acquisition and financing costs. These costs are amortized
using the straight-line method.

Financial assets are assessed for impairment on an annual basis at the end of the fiscal year
if there are indicators of impairment. If there is an indicator of impairment, MEC determines if
there is a significant adverse change in the expected amount or timing of future cash flows
from the financial asset. If there is a significant adverse change in the expected cash flows,
the carrying value of the financial asset is reduced to the highest of the present value of the
expected cash flows, the amount that could be realized from selling the financial asset or the
amount MEC expects to realize by exercising its right to any collateral. If events and
circumstances reverse in a future period, an impairment loss will be reversed to the extent of
the improvement, not exceeding the initial impairment charge.

3. Accounts receivable:

February 24, February 25,

2019 2018

Accounts receivable $ 1,034 $ 816
Real estate and lease inducement receivables 244 215
Allowance for doubtful accounts (136) (76)
$ 1,142 $ 955
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4. Inventory:

February 24, February 25,

2019 2018

Raw materials $ 157 $ 235
Finished goods 98,154 101,636
Inventory provision (1,780) (1,440)
$ 96,531 $ 100,431

The amount of inventory recognized as a component of cost of sales during the period was
$263,180 (February 25, 2018 - $264,311).

Also included within cost of sales for the period ended February 24, 2019 are charges to
inventory in the normal course of business, made throughout the period, of $4,773 (February 25,
2018 - $4,551). These charges include the disposal of obsolete and damaged product, shrinkage,
and permanent markdowns to net realizable value.

Foreign exchange contracts:

MEC holds a number of option-dated forward contracts that are intended to settle future US dollar
purchases. At the balance sheet date, MEC had contracts to purchase US currency outstanding
totaling USD$35,000 (February 25, 2018 - USD$86,000) at an average rate of CAD$1.28
(February 25, 2018 - CAD$1.29) that mature at various dates to December 27, 2019 (February
25, 2018 - to August 2, 2019) when the inventory purchases are expected to occur. Hedge
accounting has been elected on all of these forward contracts, and as a result the contracts are
not recorded on the balance sheet as at period end.

Property and equipment:

February 24, February 25,

2019 2018

Accumulated Net book Net book

Cost amortization value value

Land $ 38,425 $ - $ 38,425 $ 38,425

Buildings 88,784 31,900 56,884 60,019
Furniture, fixtures and

equipment 57,275 39,134 18,141 20,628

Leasehold improvements 80,806 22,444 58,362 59,829

Asset under capital lease 44,712 9,644 35,068 37,314

310,002 103,122 206,880 216,215

Assets under construction 41,064 - 41,064 13,159

$ 351,066 $ 103,122 $ 247,944 $ 229,374
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Period from February 26, 2018 to February 24, 2019

6. Property and equipment (continued):

Amortization for the period amounted to $15,296 (February 25, 2018 - $15,301) and is recorded
in cost of sales and selling and administration expenses in the consolidated statement of earnings
and surplus (deficit).

On December 15, 2016, MEC sold the land and building for the Toronto retail store for net
proceeds of $49,434 and entered into a leaseback transaction for a maximum term of 42 months.
The total gain on the sale and leaseback transaction was $43,532 of which $15,546 has been
recognized in the current year (February 25, 2018 - $21,706). The remaining $1,867 of the gain is
deferred and is being amortized over the remaining lease term.

7. Intangible assets:

February 24 February 25,

2019 2018

Accumulated Net book Net book

Cost amortization value value

Computer software $ 35,916 $ 19,292 $ 16,624 $ 15,393
Intangible assets 686 578 108 190
36,602 19,870 16,732 15,583

Assets under development 4,505 - 4,505 5,003
$ 41,107 $ 19,870 $ 21,237 $ 20,586

Amortization for the period amounted to $4,115 (February 25, 2018 - $3,349) and is recorded in
cost of sales and selling and administration expenses in the consolidated statement of earnings
and surplus (deficit). During the year, MEC reviewed development costs incurred within computer
software and assets under development and determined that $4,092 (February 25, 2018 - $858)
were impaired, which are recorded as an impairment loss within selling and administration
expenses.

8. Amounts owing to suppliers, governments and employees:

Government remittances payable at February 24, 2019 in the amount of $4,318 (February 25,
2018 - $5,349) relating to federal and provincial sales taxes, payroll taxes, and workers’ safety
insurance are included in amounts owing to suppliers, governments, and employees.

9. Operating loan:

On August 3, 2017, MEC entered into a senior secured asset-based revolving credit facility. The
credit facility allows MEC to borrow up to a maximum of $130,000 with an additional $20,000
accordion, and has a maturity date of August 3, 2020.

10
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Notes to Consolidated Financial Statements
(Amounts expressed in thousands of dollars, unless otherwise indicated)

Period from February 26, 2018 to February 24, 2019

9.

10.

Operating loan (continued):

The credit facility can be drawn through CAD banker’'s acceptance (“BA”) rate loans, CAD prime
rate loans, USD base rate loans, USD LIBOR loans, or letters of credit. BA rate loans accrue
interest at the BA rate plus 1.5%; LIBOR loans accrue interest at LIBOR plus 1.5%; prime rate
loans accrue interest at prime rate; and base rate loans accrue interest at base rate. During the
period, the interest rate on the credit facility ranged from 3.1 - 6.0% (February 25, 2018 — 2.4 -
5.0%).

The credit facility availability is determined by the borrowing base, being eligible inventory, credit
card receivables, and a real estate component, less inventory reserves and relevant liabilities,
and is reduced by committed loans drawn on the facility. As at February 24, 2019, MEC had
$62,576 (February 25, 2018 - $60,844) in availability under the credit facility.

The facility is secured by a first priority general security interest in all present and future property,
and mortgages on eligible real property.

The draws on the facility as at February 24, 2019 were outstanding letters of credits, BA rate
loans and prime rate operating loans (notes 14(b) and (c)).

Capital lease obligation:

Capital lease repayments are due as follows:

February 24, February 25,

2019 2018

2018 $ - $ 2,597
2019 2,677 2,677
2020 2,906 2,906
2021 2,857 2,857
2022 2,857 2,857
2023 2,854 2,854
Thereafter 35,035 35,035
Total minimum lease payments 49,186 51,783
Less amount representing interest at 3% (10,414) (11,597)
Present value of net minimum capital lease payments 38,772 40,186
Less current portion of obligation under capital lease (1,538) (1,414)

$ 37,234 $ 38,772

Interest of $1,180 (February 25, 2018 - $1,221) relating to the capital lease obligation has been
included in interest expense within selling and administration expenses. The total amount of asset
under capital lease is $35,068 (February 25, 2018 - $37,314) net of accumulated amortization of
$9,644 (February 25, 2018 - $7,398).

11
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11. Income taxes:

(&) The reconciliation of income tax computed at the statutory tax rates to the income tax

provision is set out below.

The statutory income tax rate applicable to MEC is 26.86% (February 25, 2018 - 26.91%).

Period from Period from
February 26, February 27,
2018 to 2017 to
February 24, February 25,
2019 2018

Provision for income taxes (recovery) based on
statutory rates $ (1,735) $ 4,148
Permanent differences 78 (550)
Effect of change in income tax rates 9 (153)
Valuation allowance of non-capital loss carryforward 6,206 -
Other adjustments/recoveries of over accruals 471 225
$ 5,029 $ 3,670

(b) The tax effect of temporary differences that give rise to significant components of the future
income tax assets and future income tax liabilities is presented below.

February 24, February 25,
2019 2018
Future income tax assets:

Gain on sale and leaseback transaction $ 502 $ 4,686
Deferred lease inducements 9,152 7,111
General reserves and accruals 1,956 1,310
Capital lease obligation 10,416 10,815
Non-capital loss carryforward 7,320 2,296
Other assets 417 355
29,763 26,573
Valuation allowance of non-capital loss carryforward (6,206) -
23,557 26,573

Future income tax liabilities:
Property and equipment and intangible assets (23,557) (21,188)
Other assets - (30)
Future income tax asset (liability) $ - $ 5,355

MEC has approximately $25,926 (February 25, 2018 - $5,644) of non-capital losses available
for income tax purposes to reduce taxable income of future years that begin to expire in

2038.

12
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12. Members’ shares:

The authorized capital of MEC is an unlimited number of shares with a par value of $5.00 per
share. Each member is required to purchase one share for cash. MEC distinguishes separately
the number of outstanding shares issued for cash and the number issued by application of
patronage return.

As set out in the rules of MEC, membership entitles each member to one vote in the governance
of MEC and the right to purchase goods. Also, as set out in the rules, member-initiated
withdrawals are limited to 1% of the total share capital, subject to the discretion of the Board of
Directors.

The cumulative shares issued by source are as follows:

February 24, 2019 February 25, 2018
Number Number
of shares Amount of shares Amount
Membership shares issued 5448 $ 27,240 5,165 $ 25,827
Shares, and partial shares, issued
by application of patronage return 32,699 163,497 32,707 163,534
38,147 $ 190,737 37,872 $ 189,361

A summary of shares issued and redeemed during the year is as follows:

February 24, 2019 February 25, 2018
Number Number
of shares Amount of shares Amount
Balance, beginning of year 37,872 $ 189,361 37,951 $ 189,754
Shares issued to new members 283 1,416 294 1,470
Shares, and partial shares, issued

by application of patronage return - - - -
Shares redeemed (7 (37) (373) (1,862)
Shares withdrawn Q) 3) - Q)
38,147 $ 190,737 37,872 $ 189,361

During the period ended February 24, 2019, MEC redeemed patronage shares with a total value
of $37 (February 25, 2018 - $1,862). There was no share redemption in the current period. As at
February 24, 2019, $3,385 (February 25, 2018 - $3,841) of historical share redemption gift cards
remain outstanding on the consolidated balance sheet.

13



MOUNTAIN EQUIPMENT CO-OPERATIVE

Notes to Consolidated Financial Statements

(Amounts expressed in thousands of dollars, unless otherwise indicated)

Period from February 26, 2018 to February 24, 2019

63

13. Contributed surplus:

The changes in contributed surplus are as follows:

February 24, February 25,

2019 2018

Balance, beginning of period $ 834 $ 767

Unclaimed share redemption amounts 79 83
Claims of share redemption amounts previously allocated

to contributed surplus (29) (16)

Balance, end of period $ 894 $ 834

14.

Commitments and contingencies:

(@)

(b)

(©)

Lease commitments:

MEC has operating lease commitments for premises and certain equipment. The minimum
annual lease payments scheduled for the next five years and thereafter are as follows:

2019 $ 16,903
2020 16,600
2021 15,134
2022 14,770
2023 14,546
Thereafter 137,108

$ 215,061

Letters of credit:

At February 24, 2019, MEC had outstanding letters of credit in USD through its financial
institutions to provide guarantees to certain suppliers of USD$7 (CAD$8 equivalent)
(February 25, 2018 - USD$231 (CAD$293 equivalent)).

Capital project commitments:

MEC is committed to future construction costs of $11,013 (February 25, 2018 - $46,678). At
February 24, 2019, MEC has standby letters of credit relating to delivery of certain municipal
requirements on construction projects and real estate contracts of $2,547 (February 25, 2018
- $8,223). No accrual has been made for these standby letters of credit as all required
deliverables are expected to be met through the projects.

14



64

MOUNTAIN EQUIPMENT CO-OPERATIVE

Notes to Consolidated Financial Statements
(Amounts expressed in thousands of dollars, unless otherwise indicated)

Period from February 26, 2018 to February 24, 2019

15. Financial instruments and risk management:

16.

MEC is exposed to the following risks related to its financial assets and liabilities:

(@)

(b)

(©)

(d)

Currency risk:

MEC is exposed to currency risk on some of its amounts owing to suppliers and expected
inventory purchases, which are denominated in currencies other than Canadian dollars. MEC
uses foreign exchange forward contracts to manage the majority of this exposure.

The consolidated balance sheet includes US dollar cash and cash equivalents, as well as
US dollar amounts owing to suppliers. The balances in Canadian dollars and in US dollars
are as follows:

February 24, 2019 February 25, 2018
CAD usD CAD uUsD
Outstanding cheques in excess
of cash and cash equivalents $ 429 $ 325 $ 1,292 $ 1,020
Amounts owing to suppliers 4,787 3,634 5,459 4,309

Interest rate risk:

MEC's exposure to interest rate risk depends upon the balance of its cash and cash
equivalents and operating loan. The credit facility is subject to interest rate risk as the
required cash flow to service the debt will fluctuate as a result of changing market interest
rates and adherence to loan covenants.

Credit risk:

Financial instruments that potentially subject MEC to credit risk consist of cash and cash
equivalents and accounts receivable. MEC uses reputable financial institutions for cash and
believes the risk of loss to be remote. MEC has accounts receivable from landlords,
corporate members and government agencies, none of which MEC believes represent a
significant credit risk.

Liquidity risk:
Liquidity risk is the risk that MEC will not be able to meet its obligations as they become due.
MEC's approach to managing liquidity risk is to ensure that it always has sufficient cash flows

and cash on hand and availability within the credit facility to meet its operating obligations.
The magnitude and timing of share redemptions are considered in managing liquidity risk.

There has been no change to the areas of risk exposure since prior year.

Restructuring costs:

During the period ended February 24, 2019, MEC incurred costs in connection with a
reorganization. These costs were primarily amounts paid or to be paid to employees of $7,290
and costs incurred to close both the retail store at 4394 St. Denis Street and an office in Montreal,
Quebec of $1,240.

15
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Period from Period from
February 26, February 27,
2018 to 2017 to
February 24, February 25,
2019 2018
Selling and administration expenses:

Salaries, wages and employee benefits $ 86,306 $ 83,561
Supplies and services 29,782 31,921
Rent and occupancy 23,812 21,623
Amortization 17,474 16,496
Interest (notes 9 and 10) 2,877 2,592

Loss on disposal of property and equipment and
intangible assets 2 347
Impairment loss on intangible assets (note 7) 4,092 858
$ 164,345 $ 157,398

Other income (loss):

Gain on sale of land $ - $ 4,990
Gain on sale and leaseback transaction (note 6) 15,546 21,706
Rent and parking 523 458
Equity income (loss) from joint arrangement (88) 1,083
Gift cards unlikely to be redeemed 670 623
Miscellaneous income 362 798
Interest 21 19
$ 17,034 $ 29,677

16
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KPMG LLP

PO Box 10426 777 Dunsmuir Street
Vancouver BC V7Y 1K3

Canada

Telephone (604) 691-3000

Fax (604) 691-3031

INDEPENDENT AUDITORS' REPORT

To the Members of Mountain Equipment Co-operative
Opinion

We have audited the consolidated financial statements of Mountain Equipment Co-
operative (the “Entity”), which comprise:

e the consolidated balance sheet as at February 23, 2020

e the consolidated statement of operations and surplus (deficit) for the period from
February 25, 2019 to February 23, 2020

e the consolidated statement of cash flows for the period from February 25, 2019 to
February 23, 2020

e and notes to the consolidated financial statements, including a summary of significant
accounting policies

(Hereinafter referred to as the “financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects,
the consolidated financial position of the Entity as at February 23, 2020, and its
consolidated results of operations and its consolidated cash flows for the period from
February 25, 2019 to February 23, 2020 in accordance with Canadian accounting standards
for private enterprises.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing
standards. Our responsibilities under those standards are further described in the
“Auditors’ Responsibilities for the Audit of the Financial Statements” section of our
auditors’ report.

We are independent of the Entity in accordance with the ethical requirements that are
relevant to our audit of the financial statements in Canada and we have fulfilled our other
ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.
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Material Uncertainty Related to Going Concern

We draw attention to Note 1 in the financial statements, which indicates that the Entity has
incurred recurring net losses and has an accumulated deficit as of February 23, 2020.

As stated in Note 1 in the financial statements, these conditions along with other matters as
set forth in Note 1 in the financial statements, indicate a material uncertainty exists that may
cast significant doubt on the Entity’s ability to continue as a going concern.

Our opinion is not modified in respect of this matter.

Responsibilities of Management and Those Charged with Governance
for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with Canadian accounting standards for private enterprises, and
for such internal control as management determines is necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is responsible for assessing the Entity’s
ability to continue as a going concern, disclosing as applicable, matters related to going
concern and using the going concern basis of accounting unless management either
intends to liquidate the Entity or to cease operations, or has no realistic alternative but to do
S0.

Those charged with governance are responsible for overseeing the Entity’s financial
reporting process.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditors’ report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with Canadian generally accepted auditing standards will always
detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of the financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we
exercise professional judgment and maintain professional skepticism throughout the audit.
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We also:

Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
our opinion.

The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Entity's internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Entity's
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditors’ report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditors’
report. However, future events or conditions may cause the Entity to cease to continue
as a going concern.

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

Communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

Kins 44F
s L

Chartered Professional Accountants

Vancouver, Canada
July 7, 2020
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February 23, February 24,
2020 2019
(restated -
note 2(p))
Assets
Current assets:
Accounts receivable (note 3) $ 1,122 $ 1,142
Inventory (note 4) 108,503 96,531
Prepaid expenses and deposits 4,308 4,704
Investment in joint arrangement 191 204
114,124 102,581
Property and equipment (note 6) 262,306 247,944
Intangible assets (note 7) 12,564 13,220
$ 388,994 $ 363,745
Liabilities and Members' Equity
Current liabilities:
Operating loan (note 8) $ 81,055 $ 35,365
Amounts owing to suppliers, governments and
employees (note 9) 55,001 57,333
Gift cards and provision for sales returns 15,221 14,978
Current portion of capital lease obligation (note 10) 1,842 1,538
Current portion of deferred gain on sale and leaseback (note 6) - 1,867
Current portion of deferred lease liability 3,086 3,041
156,205 114,122
Capital lease obligation (note 10) 35,556 37,234
Deferred lease liability 37,419 31,028
Other non-current liabilities 388 694
229,568 183,078
Members’ shares (note 12) 192,122 190,737
Contributed surplus (note 13) 936 894
Accumulated deficit (33,632) (10,964)
159,426 180,667
Nature of operations and going concern (note 1)
Commitments and contingencies (note 14)
Subsequent events (note 17)
$ 388,994 $ 363,745
See accompanying notes to consolidated financial statements.
Approved on behalf of the Board:
Director Director
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Period from Period from

February 25, February 25,

2019 to 2018 to

February 23, February 24,

(restated -

note 2(p))

Sales $ 463,436 $ 462,445

Cost of sales (note 4) 313,772 305,899

Gross margin 149,664 156,546

Selling and administration expenses (schedule) 176,020 180,352

Net operating loss (26,356) (23,806)

Other income (schedule) 3,622 17,034

Impairment loss on intangible assets (note 7) - (4,092)

Loss before patronage return and income taxes (22,734) (10,864)

Patronage return - -

Loss before income taxes (22,734) (10,864)
Income tax expense (recovery) (note 11):

Current (66) (326)

Future - 5,355

(66) 5,029

Net loss (22,668) (15,893)

(Deficit) / Surplus, beginning of period (10,964) 4,929

Deficit, end of period $ (33,632) $ (10,964)

See accompanying notes to consolidated financial statements.
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Period from Period from
February 25, February 25,
2019 to 2018 to
February 23, February 24,
2020 2019
(restated -
note 2(p))
Cash provided by (used in):
Operations:
Net loss $ (22,668) $ (15,893)
Items not involving cash:
Amortization of property and equipment and intangible
assets 17,652 18,120
Amortization of deferred lease expense (915) (2,528)
Impairment loss on intangible assets (note 7) - 4,092
Gain on sale and leaseback transaction (note 6) (1,867) (15,546)
Loss on disposal of property and equipment and
intangible assets 1,023 344
Equity loss from joint arrangement 13 88
Future income tax expense - 5,355
(6,762) (5,968)
Change in non-cash operating working capital items
related to operations (11,054) 17,034
(17,816) 11,066
Financing:
Repayments of capital lease obligations (1,374) (1,414)
Payment received from lease inducement 1,525 10,174
Proceeds from operating loan, net 45,690 17,606
Financing fees (2,897) (1,697)
Shares issued to new members 1,398 1,416
Shares redeemed (13) (37)
Shares withdrawn - 3)
Contributed surplus from unclaimed share redemptions, net 42 60
44,371 26,105
Investing:
Purchase of property and equipment (23,987) (34,210)
Purchase of intangible assets (2,568) (3,161)
Proceeds from investment in joint arrangement - 200
(26,555) (37,171)
Change in cash, being cash, end of period $ - $ -
The following non-cash transactions occurred in the period:
Increase to property and equipment and deferred lease
liabilities for capitalized operating rent costs $ 5,826 $ -

See accompanying notes to consolidated financial statements.



73
MOUNTAIN EQUIPMENT CO-OPERATIVE

Notes to Consolidated Financial Statements
(Amounts expressed in thousands of dollars, unless otherwise indicated)

Period from February 25, 2019 to February 23, 2020

1. Nature of operations and going concern:

Mountain Equipment Co-operative (“MEC”) is a member owned and directed retail consumer co-
operative. It is incorporated under the Co-operative Association Act of British Columbia and
serves its members through stores across Canada as well as through a service centre and
website.

These consolidated financial statements have been prepared using Canadian accounting
standards for private enterprises (“ASPE”) which assumes that MEC will continue in operation for
the foreseeable future and be able to realize its assets and settle its liabilities in the normal
course of business.

For the period ended February 23, 2020, MEC incurred a net loss of $22,668 (February 24, 2019:
$15,893), had negative cash flow of $17,386 (February 24, 2019: positive $11,066) and as at
February 23, 2020 had a working capital deficiency of $42,081 (February 24, 2019: $11,541).
Subsequent to year-end, COVID-19 has impacted the financial results of MEC (see note 17).

Additionally, MEC'’s loan matures on August 3, 2020. A committed credit facility agreement would
be necessary for MEC to finance and continue operations for the foreseeable future. An
extension to the credit agreement or new facility was not in place as of the date of the auditors’
report.

As a result of these conditions, a material uncertainty exists that may cast doubt about MEC'’s
ability to continue as a going concern. The accompanying consolidated financial statements have
been prepared on a going concern basis notwithstanding these conditions.

If the going concern basis was not appropriate for these consolidated financial statements, then
adjustments would be necessary to the carrying value of assets and liabilities, the reported
revenue and expenses and the classifications used in the balance sheet, and these adjustments
may be material.

2. Significant accounting policies:
(a) Basis of consolidation and presentation:

These consolidated financial statements include the accounts of MEC’s wholly-owned
subsidiary, 1314625 Ontario Limited, a substantially inactive company.

The fiscal year of MEC ends on the last Sunday in February. The inclusion of an extra week
(from 52-weeks to 53-weeks) will occur every fifth or sixth fiscal years due to MEC's floating
period-end date. The periods ended February 23, 2020 and February 24, 2019 contained 52
weeks.
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2. Significant accounting policies (continued):

(b)

(©)

Revenue recognition:

MEC recognizes revenue when the title of goods passes to the member. Revenue from store
sales is recognized at the point of sale and revenue from online and service centre sales is
recognized when the product is received by the member. MEC reports its revenue net of
sales discounts and returns.

Revenue is presented net of an allowance for estimated returns, which is based on historic
experience. MEC's liability for sales return refunds is recognized net within accrued liabilities.

MEC sells gift cards which entitle the holder to use the value for purchasing products and
services. Purchased gift cards are non-refundable and cannot be redeemed for cash. Gift
cards have no associated fees or expiration dates. Amounts paid for gift cards are deferred
and recorded on the balance sheet as a gift card liability. The balance of the gift card liability
at February 23, 2020 represents MEC's outstanding obligation for these gift cards as well as
gift cards that were issued by MEC as part of a redemption of shares. Revenue from gift
cards is recognized as cards are redeemed.

MEC recognizes income on unredeemed gift cards when it determines that the likelihood of
the gift card being redeemed is remote. Amounts recognized on unclaimed share redemption
gift cards are allocated to contributed surplus and have no impact on revenue.

Inventory:

Inventory is valued at the lower of weighted average cost and net realizable value. The cost
of inventory includes all costs of purchase net of vendor allowances, costs of conversion, if
any, and other costs incurred in bringing the inventories to their present location and
condition before distribution to retail stores. Other costs associated with acquiring, storing,
and transporting inventory to retail stores are expensed as incurred and included in cost of
sales.

Net realizable value is the estimated selling price in the ordinary course of business less the
estimated necessary costs to make the sale.

MEC periodically reviews its inventories and makes a provision as necessary to appropriately
value goods that are obsolete, have quality issues, or are damaged. The amount of the
provision is equal to the difference between the cost of the inventory and its net realizable
value based upon assumptions about product quality, damages, future demand, selling
prices, and market conditions. If changes in market conditions result in reductions in the
estimated net realizable value of its inventory below its previous estimate, MEC would
increase its reserve in the period in which it made such a determination.
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2. Significant accounting policies (continued):

(d)

()

(f)

Investment in joint arrangement:

MEC accounts for its interest in jointly controlled enterprises using the equity method. Any
investments are initially recorded at cost and are increased for the proportionate share of any
post acquisition earnings and decreased by any post acquisition losses and dividends
received. MEC currently has a 49.995% ownership interest in the joint arrangement, Park
Towns Development Limited Partnership.

Related party transactions:

Monetary related party transactions and non-monetary related party transactions that have
commercial substance are measured at the exchange amount when they are in the normal
course of business, except when the transaction is an exchange of a product or property held
for sale in the normal course of operations. Where the transaction is not in the normal course
of operations, it is measured at the exchange amount when there is a substantive change in
the ownership of the item transferred and there is independent evidence of the exchange
amount.

All other related party transactions are measured at the carrying amount.
Property and equipment:

Property and equipment are recorded at historical cost less accumulated amortization.
Cost includes expenditures that are attributable directly to the acquisition or construction of
the asset, including the purchase cost and labour. Amortization is recorded annually using
the declining balance basis and following rates:

Asset Rate
Buildings 4-6%
Furniture, fixtures and equipment 20 - 55%

Assets under capital leases are depreciated over their expected useful lives on the same
basis as owned assets, however, when there is no reasonable certainty that ownership will
be obtained by the end of the lease term, assets are depreciated over the shorter of the lease
term and their useful lives.

Leasehold improvements are amortized on a straight-line basis over the lesser of the
estimated useful life of the asset or the term of the lease plus one renewal period. The
amortization terms range from 1 to 25 years.

Assets under construction commence amortization when assets are put in use.
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2. Significant accounting policies (continued):

(9)

(h)

(i)

Intangible assets:

Asset Basis Rate
Computer software Straight-line 5-10 years
Intangible assets Declining balance 20%

(i) Separately acquired at cost:

Intangible assets acquired at cost are comprised of computer software assets, and are
stated at cost, less accumulated amortization.

(ii) Internally generated:

Research activities and implementation costs related to software as a service
arrangements are expensed as incurred (note 2(p)). Development activities are
recognized as an asset provided they meet the capitalization criteria, which include
MEC's ability to demonstrate: technical feasibility of completing the intangible asset so
that it will be available for use or sale; MEC's intention to complete the asset for use or
for sale; MEC's ability to use or sell the asset; the adequacy of MEC'’s resources to
complete the development; MEC's ability to measure reliably the expenditures during the
development; and MEC'’s ability to demonstrate that the asset will generate future
economic benefits.

Leases:

Leases that MEC enters into as lessee, in which substantially all the benefits and risks of
ownership are transferred to MEC, are recorded as capital leases. The assets held under
capital lease are initially recorded at the lesser of the present value of minimum lease
payments and the fair value of the asset at the inception of the lease. The assets held under
capital lease are amortized over the shorter of the lease term and the estimated useful life.

All other leases are classified as operating leases and leasing costs are expensed on a
straight-line basis over the term of the lease. Accordingly, rent escalations are amortized
straight-line over the lease term.

Free rent periods and lease inducements are deferred and amortized straight-line over the
lease term as a reduction of annual rent expenses. These lease inducements are recorded in
deferred lease liability on the balance sheet.

Patronage return:

In years where a patronage return is declared, the patronage return is deducted from
earnings for the year in which the return is declared by the Board of Directors and represents
a refund of a portion of the current year's net surplus to the members based on their
purchases during the period.



77

MOUNTAIN EQUIPMENT CO-OPERATIVE

Notes to Consolidated Financial Statements
(Amounts expressed in thousands of dollars, unless otherwise indicated)

Period from February 25, 2019 to February 23, 2020

2. Significant accounting policies (continued):

0

(k)

()

Derivative financial instruments and hedge accounting:

MEC uses foreign exchange contracts in its hedging strategy to manage its exposure to
currency risks on highly probable United States (“US”) dollar inventory purchases.

Where the requirements for hedge accounting are met, MEC designates and documents the
foreign exchange contracts as hedges of anticipated US dollar inventory purchases. The
documentation identifies the anticipated transaction being hedged, the risk that is being
hedged, the type of hedging instrument used and the term of the hedging relationship. The
critical terms of the hedging instrument and the hedged item must match the life of the
instrument. Hedge accounting is discontinued prospectively if it is determined that the
hedging instruments’ critical terms no longer match the hedged item, the hedging instrument
is terminated, or upon the sale or early termination of the hedge.

The foreign exchange contracts held by MEC at year-end that qualify for hedge accounting
are not presented on the year-end balance sheet at their fair value. The gains and losses
relating to these contracts are recognized as an adjustment to any gain or loss arising on the
settlement of the hedged inventory purchases.

Foreign currency translation:

MEC translates assets and liabilities denominated in foreign currencies at exchange rates in
effect at the end of the period. Exchange gains and losses from unhedged transactions
denominated in foreign currencies relating to inventory purchases are included in cost of
sales. Included in the current period cost of sales was a foreign exchange gain of $2,641
(February 24, 2019: $2,279).

Employee benefits:

MEC contributes to a defined contribution plan to assist employees with retirement savings.
The cost is included in salaries, wages and employee benefits expense. Contributions of
$1,649 (February 24, 2019: $1,758) were made during the current period.

(m) Income taxes:

MEC follows the asset and liability method of accounting for income taxes. Under this
method, income tax liabilities and assets are recognized for the estimated tax consequences
attributable to differences between the financial statement carrying amounts and the tax
bases of existing assets and liabilities.

Future tax assets and liabilities are measured using enacted or substantively enacted tax
rates expected to apply to taxable income in the years in which those temporary differences
are expected to be recovered or settled. The effect on future tax assets and liabilities of a
change in tax rates is recognized in income in the year that includes the date of enactment or
substantive enactment. A valuation allowance is recorded against any future income tax
asset if it is more likely than not that the asset will not be realized. Income tax expense or
recovery is the sum of MEC's provision for current income taxes and the difference between
the opening and ending balances of future income tax assets and liabilities.
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2. Significant accounting policies (continued):

(n)

(0)

(p)

Use of estimates and measurement uncertainty:

In preparing MEC'’s financial statements, management is required to make estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the
financial statements and reported amounts of revenue and expenses during the period.
Actual results could differ from these estimates. Areas of measurement uncertainty include
the useful lives and carrying value of property and equipment and intangible assets, inventory
valuation, allowance for sales returns, warranty liabilities, valuation provision for future
income taxes, restructuring costs and contingencies, and the amount of gift certificates likely
to be redeemed.

Financial instruments:

Financial instruments are recorded at fair value on initial recognition. Freestanding derivative
instruments that are not in a qualifying hedging relationship (note 2(j)) and equity instruments
that are quoted in an active market are subsequently measured at fair value. All other
financial instruments are subsequently measured at cost or amortized cost, unless
management has elected to carry the instruments at fair value. MEC has not elected to carry
any such financial instruments at fair value.

Transaction costs incurred on the acquisition of financial instruments measured subsequently
at fair value are expensed as incurred. All other financial instruments are adjusted by
transaction costs incurred on acquisition and financing costs. These costs are amortized
using the straight-line method.

Financial assets are assessed for impairment on an annual basis at the end of the fiscal
period if there are indicators of impairment. If there is an indicator of impairment, MEC
determines if there is a significant adverse change in the expected amount or timing of future
cash flows from the financial asset. If there is a significant adverse change in the expected
cash flows, the carrying value of the financial asset is reduced to the highest of the present
value of the expected cash flows, the amount that could be realized from selling the financial
asset or the amount MEC expects to realize by exercising its right to any collateral. If events
and circumstances reverse in a future period, an impairment loss will be reversed to the
extent of the improvement, not exceeding the initial impairment charge.

Change in accounting policy:

During the period, MEC changed its accounting policy in accordance with ASPE Section
3064, Goodwill and Intangible Assets to expense internally developed intangible assets
related to implementation costs associated with software as a service arrangements which
were previously capitalized. This change has been applied retrospectively and accordingly,
the comparative amounts in the consolidated financial statements as at and for the period
ended February 24, 2019 have been adjusted to reflect the change in accounting policy to
decrease intangible assets by $8,017, increase selling and general expenses of $4,406
(comprised of a decrease in amortization of $1,292 and increase in supplies and service
expense of $5,698) and decrease in the beginning surplus of $3,611.
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2. Significant accounting policies (continued):

(p) Change in accounting policy (continued):

As previously

reported Adjustment As restated

Consolidated balance sheet:

Intangible assets $ 21,237 $ (8,017) $ 13,220

Accumulated deficit (2,947) (8,017) (10,964)
Consolidated statement of operations

and surplus (deficit):

Selling and administrative expenses 175,946 4,406 180,352

Surplus, beginning of period 8,540 (3,611) 4,929
Consolidated statement of cash flows:

Cash flows from operations 16,763 (5,697) 11,066

Cash flows used for investing (42,868) 5,697 (37,171)

3. Accounts receivable:

February 23,

February 24,

2020 2019
Accounts receivable $ 1,135 $ 1,034
Real estate and lease inducement receivables 44 244
Allowance for doubtful accounts (57) (136)
$ 1,122 $ 1,142

4. Inventory:
February 23, February 24,
2020 2019
Raw materials $ 70 $ 157
Finished goods 112,433 98,154
Inventory provision (4,000) (1,780)
$ 108,503 $ 96,531

The amount of inventory recognized as a component of cost of sales during the period was

$266,967 (February 24, 2019: $263,180).

10
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5. Foreign exchange contracts:

MEC holds several option-dated forward contracts that are intended to settle future US dollar
purchases. At the balance sheet date, MEC had contracts to purchase US currency outstanding
totaling USD$36,500 (February 24, 2019 - USD$35,000) at an average rate of CAD$1.31
(February 24, 2019 - CAD$1.28) that mature at various dates to December 31, 2020
(February 24, 2019: to December 27, 2019) when the inventory purchases are expected to occur.
Hedge accounting has been elected on all these forward contracts, and as a result the contracts
are not recorded on the balance sheet as at period end. As at February 23, 2020, the unrealized
gain associated with the foreign exchange contracts was $480 (February 24, 2019: $1,361).

6. Property and equipment:

February 23, February 24,

2020 2019

Accumulated Net book Net book

Cost amortization value value

Land $ 38,425 $ - $ 38,425 $ 38,425

Buildings 89,226 35,207 54,019 56,884
Furniture, fixtures and

equipment 59,695 40,593 19,102 18,141

Leasehold improvements 98,251 27,461 70,790 58,362

Building under capital lease 44,902 11,908 32,994 35,068

330,499 115,169 215,330 206,880

Assets under construction 46,976 - 46,976 41,064

$ 377,475 $ 115,169 $ 262,306 $ 247,944

Amortization for the period amounted to $15,207 (February 24, 2019: $15,296) with $1,618
recorded in cost of sales and $13,589 recorded in selling and administration expenses in the
consolidated statement of operations and surplus (deficit).

During the period, MEC recognized the remaining portion of the gain on the sale and leaseback
transaction relating to the Toronto retail store of $1,867 (February 24, 2019: $15,546).

11
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7. Intangible assets:

February 23, February 24,

2020 2019

Accumulated Net book Net book

Cost amortization value value

(restated —

note 2(p))

Computer software $ 27,198 $ 19,801 $ 7,397 $ 10,803
Intangible assets - - - 108
27,198 19,801 7,397 10,911

Assets under development 5,167 - 5,167 2,309
$ 32,365 $ 19,801 $ 12,564 $ 13,220

Amortization for the period amounted to $2,445 (February 24, 2019: $2,824) with $330 recorded
in cost of sales and $2,115 recorded in selling and administration expenses in the consolidated
statement of operations and surplus (deficit). During the prior year, MEC reviewed development
costs incurred within computer software and assets under development and determined that
$4,092 were impaired, which are recorded on the consolidated statement of operations and
surplus (deficit).

8. Operating loan:

On August 3, 2017, MEC entered into a senior secured asset-based revolving credit facility. The
credit facility allows MEC to borrow up to a maximum of $130,000 with an additional $20,000
accordion, and has a maturity date of August 3, 2020.

The credit facility can be drawn through CAD banker’s acceptance (“BA”) rate loans, CAD prime
rate loans, USD base rate loans, USD LIBOR loans, or letters of credit. BA rate loans accrue
interest at the BA rate plus 1.5%; LIBOR loans accrue interest at LIBOR plus 1.5%; prime rate
loans accrue interest at prime rate; and base rate loans accrue interest at base rate. During the
period, the interest rate on the credit facility ranged from 3.4% - 6.0% (February 24, 2019: 3.1% -
6.0%). Interest expense on the credit facility was $2,897 for the period (February 24, 2019:
$1,697) and recorded in selling and administration expenses.

The credit facility availability is determined by the borrowing base, being eligible inventory, credit
card receivables, and a real estate component, less inventory reserves and relevant liabilities,
and is reduced by committed loans drawn on the facility. As at February 23, 2020, MEC had
$34,182 (February 24, 2019: $62,576) in availability under the credit facility.

The facility is secured by a first priority general security interest in all present and future property,
and mortgages on eligible real property.

The draws on the facility as at February 23, 2020 were outstanding letters of credits, BA rate
loans and prime rate operating loans (notes 14(b) and (c)).

12
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9. Amounts owing to suppliers, governments and employees:

Government remittances payable at February 23, 2020 in the amount of $3,991 (February 24,
2019: $4,318) relating to federal and provincial sales taxes, payroll taxes, and workers’ safety
insurance are included in amounts owing to suppliers, governments, and employees.

10. Capital lease obligation:

Capital lease repayments are due as follows:

February 23, February 24,

2020 2019

2019 $ - $ 2,677
2020 2,961 2,906
2021 2,911 2,857
2022 2,911 2,857
2023 2,877 2,854
2024 2,942 2,941
Thereafter 32,094 32,094
Total minimum lease payments 46,696 49,186
Less amount representing interest at 3.0% (9,298) (10,414)
Present value of net minimum capital lease payments 37,398 38,772
Less current portion of obligation under capital lease (1,842) (1,538)

$ 35,556 $ 37,234

Interest of $1,141 (February 24, 2019: $1,180) relating to the capital lease obligation has been
included in interest expense within selling and administration expenses. The total amount of asset
under capital lease is $32,993 (February 24, 2019: $35,068) net of accumulated amortization of
$11,908 (February 24, 2019: $9,644).

13
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11. Income taxes:

(&) The reconciliation of income tax computed at the statutory tax rates to the income tax

provision is set out below.

The statutory income tax rate applicable to MEC during the period is 26.54% (February 24,

2019: 26.86%).

Period from Period from
February 25, February 26,
2019 to 2018 to
February 23, February 24,
2020 2019’
(restated -
note 2(p))

Provision for income taxes (recovery) based on
statutory rates $ (6,033) $ (2,918)
Permanent differences 61 80
Effect of change in income tax rates 105 9
Valuation allowance of non-capital loss carryforward 6,543 8,360
Other adjustments/recoveries of over accruals (742) (502)
$ (66) $ 5,029

(b) The tax effect of temporary differences that give rise to significant components of the future
income tax assets and future income tax liabilities is presented below.

February 23, February 24,
2020 2019
(restated -
note 2(p))
Future income tax assets:

Gain on sale and leaseback transaction $ - $ 502
Deferred lease inducements 10,851 9,152
General reserves and accruals 1,598 1,956
Capital lease obligation 9,924 10,416
Non-capital loss carryforward 14,602 7,320
Other assets 654 417
37,629 29,763
Valuation allowance of non-capital loss carryforward (14,903) (8,360)
22,726 21,403

Future income tax liabilities:
Property and equipment and intangible assets (22,726) (21,403)
Future income tax asset (liability) $ - $ -

MEC has approximately $54,510 (February 24, 2019: $26,000) of non-capital losses
available for income tax purposes to reduce taxable income of future years that begin to

expire in 2040.
14
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12. Members’ shares:

The authorized capital of MEC is an unlimited number of shares with a par value of $5.00 per
share. Each member is required to purchase one share for cash. MEC distinguishes separately
the number of outstanding shares issued for cash and the number issued by application of
patronage return.

As set out in the rules of MEC, membership entitles each member to one vote in the governance
of MEC and the right to purchase goods. Also, as set out in the rules, member-initiated
withdrawals are limited to 1% of the total share capital, subject to the discretion of the Board of
Directors.

The cumulative shares issued by source are as follows:

February 23, 2020 February 24, 2019
Number Number
of shares Amount of shares Amount
Membership shares issued 5727 $ 28,637 5,448 $ 27,240
Shares, and partial shares, issued
by application of patronage return 32,697 163,485 32,699 163,497
38,424  $ 192,122 38,147 $ 190,737

A summary of shares issued and redeemed during the year is as follows:

February 23, 2020 February 24, 2019
Number Number
of shares Amount of shares Amount
Balance, beginning of year 38,147 $ 190,737 37,872 $ 189,361
Shares issued to new members 280 1,398 283 1,416
Shares, and partial shares, issued

by application of patronage return - - - -
Shares redeemed 3) (13) (7 (37)
Shares withdrawn - - (1) 3)
38,424 $ 192,122 38,147 $ 190,737

During the period ended February 23, 2020, MEC redeemed patronage shares with a total value
of $13 (February 24, 2019: $37). There was no share redemption in the current period. As at
February 23, 2020, $3,169 (February 24, 2019: $3,385) of historical share redemption gift cards
remain outstanding on the consolidated balance sheet.

15
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13. Contributed surplus:

The changes in contributed surplus are as follows:

February 23, February 24,

2020 2019

Balance, beginning of period $ 894 $ 834

Unclaimed share redemption amounts 62 79
Claims of share redemption amounts previously allocated

to contributed surplus (20) (29)

Balance, end of period $ 936 $ 894

14.

Commitments and contingencies:

(@)

(b)

(©)

(d)

Lease commitments:

MEC has operating lease commitments for premises and certain equipment. The minimum
annual lease payments scheduled for the next five years and thereafter are as follows:

2020 $ 16,875
2021 15,581
2022 15,232
2023 15,030
2024 15,077
Thereafter 125,725

$ 203,520

Letters of credit:

At February 23, 2020, MEC had outstanding letters of credit in USD through its financial
institutions to provide guarantees to certain suppliers of USD$284 (CAD$380 equivalent)
(February 24, 2019: USD$7 (CAD$8 equivalent)).

Commitments:

MEC is not committed to any significant construction costs as at February 23, 2020 (February
24, 2019: $11,013). At February 23, 2020, MEC has standby letters of credit of $111 relating
to landscaping guarantees. In the prior year MEC had standby letters of credit related to the
delivery of certain municipal requirements on construction projects and real estate contracts
of $1,692 (February 24, 2019: $2,547).

Contingencies:

Certain claims exist against MEC in the normal course of operations. These claims are not
expected to have a material impact on the financial position or operating results of the
Company. Settlement of accrued claims, in excess of those provided, are accounted for
prospectively.

16
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15. Financial instruments and risk management:

MEC is exposed to the following risks related to its financial assets and liabilities:

(@)

(b)

(©)

(d)

Currency risk:

MEC is exposed to currency risk on some of its amounts owing to suppliers and expected
inventory purchases, which are denominated in currencies other than Canadian dollars. MEC
uses foreign exchange forward contracts to manage the majority of this exposure.

The consolidated balance sheet includes US dollar cash and cash equivalents, as well as
US dollar amounts owing to suppliers. The balances in Canadian dollars and in US dollars
are as follows:

February 23, 2020 February 24, 2019
CAD uUsD CAD uUsD
Outstanding cheques in excess
of cash and cash equivalents $ 446 $ 337 $ 429 $ 325
Amounts owing to suppliers 9,150 6,919 4,787 3,634

Interest rate risk:

MEC’s exposure to interest rate risk depends upon the balance of its cash and cash
equivalents and operating loan. The credit facility is subject to interest rate risk as the
required cash flow to service the debt will fluctuate as a result of changing market interest
rates and adherence to loan covenants.

Credit risk:

Financial instruments that potentially subject MEC to credit risk consist of cash and cash
equivalents and accounts receivable. MEC uses reputable financial institutions for cash and
believes the risk of loss to be remote. MEC has accounts receivable from landlords,
corporate members and government agencies, none of which MEC believes represent a
significant credit risk.

Liquidity risk:

Liquidity risk is the risk that MEC will not be able to meet its obligations as they become due.
MEC'’s approach to managing liquidity risk is to ensure that it always has sufficient cash flows
and cash on hand and availability within the credit facility to meet its operating obligations
(see note 1 for assessment of going concern). The magnitude and timing of share
redemptions are considered in managing liquidity risk.

Except as noted, there has been no change to the areas of risk exposure since prior year.
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16.

17.

Comparative information:

Certain comparative information has been reclassified to conform with the consolidated financial
statement presentation adopted in the current period.

Subsequent events:

Subsequent to the fiscal year end, the COVID-19 outbreak was declared a pandemic by the
World Health Organization. This has resulted in governments worldwide, including the Canadian
Federal and Provincial governments, enacting emergency measures to combat the spread of the
virus. These measures have caused material disruption to businesses globally and in Canada
resulting in an economic slowdown. As a result of COVID-19, MEC has taken actions to further
control its costs.

The current challenging economic climate have had an adverse impact on MEC’s operating
results and financial position with a reduction in sales as a result of the retail store closures as
well as impacting the issuance of these consolidated financial statements. The situation is
dynamic and the ultimate duration and magnitude of the impact on the economy and the financial
effect on MEC and other retailers is not fully known at this time.
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Period from Period from
February 25, February 25,
2019 to 2018 to
February 23, February 24,
2020 2019
(restated -
note 2(p))
Selling and administration expenses:

Salaries, wages and employee benefits $ 87,364 $ 93,594
Supplies and services 40,959 43,885
Rent and occupancy 26,666 23,812
Amortization 15,704 16,182
Interest (notes 8 and 10) 4,304 2,877

Loss on disposal of property and equipment and
intangible assets 1,023 2
$ 176,020 $ 180,352

Other income (loss):

Gain on sale and leaseback transaction (note 6) $ 1,867 $ 15,546
Rent and parking 478 523
Equity loss from joint arrangement (13) (88)
Gift cards breakage 660 670
Miscellaneous income 627 362
Interest 3 21
$ 3,622 $ 17,034

19
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This CREDIT AGREEMENT (as amended, restated, amended and restated, supplemented or
otherwise modified from time to time, this “Agreement”) is entered into as of August 3, 2017. among

MOUNTAIN EQUIPMENT CO-OPERATIVE, a cooperative association duly incorporated
under the laws of the Province of British Columbia (the “Borrower”);

1314625 ONTARIO LIMITED, a corporation duly incorporated under the laws of the Province of
Ontario, as a Guarantor;

each lender from time to time party hereto (collectively, the “Lenders” and individually, a
“Lender”); and

ROYAL BANK OF CANADA, as Agent.
INTRODUCTION

The Borrower has requested that the Lenders provide a revolving credit facility, and the Lenders
have indicated their willingness to lend, the Swingline Lender has indicated its willingness to provide
Swingline Loans and the L/C Issuer has indicated its willingness to issue Letters of Credit, in each case
on the terms and conditions set forth herein.

NOW, THEREFORE, in consideration of the foregoing and the mutual covenants herein
contained, and for other good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the parties hereto agree as follows:

ARTICLEI
DEFINITIONS AND ACCOUNTING TERMS

1.1 Defined Terms.
As used in this Agreement, the following terms shall have the meanings set forth below:

“Accelerated Borrowing Base Delivery Event” means either (a) the occurrence and continuance

of any Event of Default, or (b) the failure of the Borrower at any time to maintain Availability for
consecutive Business Days at least equal to the greater of (i the
Loan Cap, and (i) |_For purposes of this Agreement, the occurrence of an Accelerated

Bormrowing Base Delivery Event shall be deemed continuing only (a) so long as such Event of Default
giving rise to such Accelerated Borrowing Base Event is continuing, and/or (b) if such Accelerated
Borrowing Base Delivery Event arises as a result of the Borrower’s failure to achieve Availability as
required hereunder, until Availability has exceeded the greater of (i

of the Loan Cap, and (ii) i in any case, for thirty (30) consecutive calendar days, in which
case an Accelerated Borrowmg Base Delivery Event shall no longer be deemed to be continuing for
purposes of this Agreement. The termnination of an Accelerated Borrowing Base Delivery Event as
provided herein shall in no way limit, waive or delay the occurrence of a subsequent Accelerated
Borrowing Base Delivery Event in the event that the conditions set forth in this definition again arise.

“Acceptable Document of Title” means, with respect to any Inventory, a tangible, negotiable bill
of lading or other Document that (a) is issued by a comnon carrier which is not an Affiliate of the
Borrower which is in actual possession of such Inventory, (b) is issued to the order of the Borrower or, if
so requested by Agent, to the order of Agent, (c) names Agent as a notify party and bears a conspicuous
notation on its face of Agent’s security interest and Lien therein, (d) is not subject to any Lien (other than

1
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in favor of Agent and such common carrier, provided any such Lien in favour of a common carrier shall
have been subordinated to Agent’s Lien in a manner reasonably acceptable to Agent and such
subordination shall permit Agent to deal with the bill of lading or other Document, as applicable, and the
Collateral to the exclusion of the common carrier, who shall agree to release its Lien at Agent’s request),
and (e) is on terms otherwise reasonably acceptable to Agent.

“ACH Transaction” means any automated clearing house processing or electronic funds transfer.

“Account” means “accounts” as defined in the PPSA, and also means a right to payment of a
monetary obligation, whether or not earned by performance, (a) for property that has been or is to be sold,
leased, licensed, assigned, or otherwise disposed of, (b) for services rendered or to be rendered, (c) for a
policy of insurance issued or to be issued, (d) for a secondary obligation incurred or to be incurred, or (e)
arising out of the use of a credit or charge card or information contained on or for use with the card.

“Acquisition” means, with respect to any Person (a) an Investment in, or a purchase of a
Controlling interest in, the Equity Interests of any other Person, (b) a purchase or other acquisition of all
or substantially all of the assets or properties of, another Person or of any business unit of another Person,
or (c) any merger, amalgamation or consolidation of such Person with any other Person or other
transaction or series of transactions resulting in the acquisition of all or substantially all of the assets, or a
Controlling interest in the Equity Interests, of any Person.

“Additional Commitment Lender” shall have the meaning provided in Section 2.14(c).

“Adjusted LIBO Rate” means for any Interest Period with respect to any LIBO Borrowing, an
interest rate per annum (rounded upwards, if necessary, to the next 1/100 of one percent) equal to (i) the
LIBO Rate for such Interest Period multiplied by (ii) the Statutory Reserve Rate. The Adjusted LIBO
Rate will be adjusted automatically as of the effective date of any change in the Statutory Reserve Rate.

“Administrative Questionnaire” means an Administrative Questionnaire in a form supplied by
Agent.

“Affiliate” means, with respect to any Person, another Person that directly, or indirectly through
one or more intermediaries, Controls or is Controlled by or is under common Control with the Person
specified. Solely for purposes of Section 7.9, (i) each director, officer, or managing member of a Person
shall be deemed to be an Affiliate of such Person and (ii) each partnership or joint venture in which a
Person is a partner or joint venturer shall be deemed to be an Affiliate of such Person.

“Agent” means, Royal Bank in its capacity as administrative agent, collateral agent and
hypothecary representative under any of the Loan Documents, or any successor thereto in such capacities.

“Agent Parties” has the meaning specified in Section 10.2(c).

“Agent’s Account” means the accounts maintained by the Agent from time to time as the
accounts into which the Borrower shall make all payments to Agent for the benefit of the Credit Parties
under this Agreement and the other Loan Documents, as the Agent may from time to time designate by
Notice to the Borrower and the Lenders.

“Agent’s Office” means Agent’s address and, as appropriate, account as set forth on

Schedule 10.2, or such other address or account as Agent may from time to time notify the Borrower and
the Lenders.
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“Aggregate Commitments” means the Commitments of all the Lenders. As of the Closing Date,
the Aggregate Commitments total $130,000,000.

“Agreement” has the meaning specified in the preamble hereto.
“AML Legislation” has the meaning provided in Section 10.23.

“Applicable Lenders” means the Required Lenders, all affected Lenders, or all Lenders, as the
context may require.

“Applicable Margin” means, with respect to any Loan, the applicable rate per annum expressed as
a percentage set forth in the relevant column in the table below:

Applicable Margin for LIBO Rate Applicable Margin for Prime Rate Applicable Margin for the
Loans or BA Rate Loans Loans or Base Rate Loans Letter of Credit Fee

“Applicable Percentage” means with respect to any Lender at any time, the percentage (carried
out to the ninth decimal place) of the Aggregate Commitments represented by such Lender’s
Comunitment at such time. If the commitment of each Lender to make Loans and the obligation of the L/C
Issuer to make L/C Credit Extensions have been terininated pursuant to Section 2.5 or Section 8.2 or if
the Aggregate Commitments have expired, then the Applicable Percentage of each Lender shall be
determined based on the Applicable Percentage of such Lender most recently in effect, giving effect to
any subsequent assignments. The initial Applicable Percentage of each Lender is set forth opposite the
name of such Lender on Schedule 2.1 or in the Assignment and Assumption pursuant to which such
Lender becomes a party hereto, as applicable.

“Appraisal” means, with respect to any Mortgaged Property, an appraisal for such Mortgaged
Property, the draft forms of which shall be provided to Agent for review and comment, prepared by an
independent third party appraiser reasonably acceptable to Agent.

; “Appraised Value” means with respect to the Borrower’s Eligible Inventory, the appraised
orderly liquidation value, net of costs and expenses to be incumed in connection with any such
liquidation, which value is expressed as a percentage of Cost of the Borrower’s Eligible Inventory as set
forth in the Borrower’s inventory stock ledger, which value shall be determined from time to time by the
most recent appraisal undertaken by an independent appraiser engaged by Agent and, provided no Event
of Default has occurred and is continuing, reasonably acceptable to the Bomrower.

“Approved Fund” means any Fund that is administered or managed by (a) a Lender, (b) an
Affiliate or branch of a Lender, (c) an entity or an Affiliate of an entity that administers or manages a
Lender or (d) the same investment advisor or an advisor under common control with such Lender,
Affiliate, branch or advisor, as applicable.

“Assignee Group” means two or more Eligible Assignees that are Affiliates or branches of one
another or two or more Approved Funds managed by the same investment advisor.
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“Assignment and Assumption” means an assignment and assumption entered into by a Lender
and an Eligible Assignee (with the consent of any party whose consent is required by Section 10.6(b)),
and accepted by Agent, in substantially the form of Exhibit D or any other form approved by Agent.

“Attributable Indebtedness” means, on any date, (a) in respect of any Capital Lease Obligation of
any Person, the capitalized amount thereof that would appear on a balance sheet of such Person prepared
as of such date in accordance with GAAP, and (b) in respect of any Synthetic Lease Obligation, the
capitalized amount of the remaining lease or similar payments under the relevant lease or other applicable
agreement or instrument that would appear on a balance sheet of such Person prepared as of such date in
accordance with GAAP if such lease, agreement or instrument were accounted for as a capital lease.

“Audited Financial Statements” means the audited consolidated balance sheet of the Borrower
and its Subsidiaries for a complete Fiscal Year, and the related statement of earnings (loss) and surplus
(deficit) and statement of cash flows for such Fiscal Year, including the notes thereto.

“Availability” means, as of any date of determination thereof by Agent, the result, if a positive
number, of:

(a) the Loan Cap as of such date
Minus
(b) the Total Outstandings as of such date.

“Availability Period” means the period from and including the Closing Date to the earliest of
(a) the Maturity Date, (b) the date of termination of the Aggregate Commitments pursuant to Section 2.5,
and (c) the date of termination of the commitment of each Lender to make Loans and of the obligation of
the L/C Issuer to make L/C Credit Extensions pursuant to Section 8.2.

“Availability Reserves” means, without duplication of any other Reserves or items to the extent
such items are otherwise addressed or excluded through eligibility criteria, such reserves as Agent from
time to time determines in its Permitted Discretion as-being appropriate (a) to reflect the impediments to
Agent’s ability to realize upon the Collateral, (b} to reflect claims and liabilities that Agent determines in
its Permitted Discretion will need to be satisfied in connection with the realization upon the Collateral,
including, in respect of any Liens, choate or inchoate, which rank or are capable of ranking in priority to
Agent’s Liens in the Collateral, (c) to reflect criteria, events, conditions, contingencies or risks which
adversely affect any component of the Borrowing Base, or the assets, business, financial performance or
financial condition of the Borrower, or (d) to reflect that a Default or an Event of Default then exists.
Without limiting the generality of the foregoing, Availability Reserves may include, in Agent’s Permitted
Discretion, (but are not limited to) reserves based on: (i) rent; (i) customs duties, and other costs to
release Inventory which is being imported into Canada; (iii) outstanding and past due Taxes and other
governmental charges, including, without limitation, all amounts deducted or withheld and not paid and
remitted when due under the ITA, sales tax, goods and services tax, value added tax, ad valorem taxes,
harmonized sales tax, excise tax, tax payable pursuant to Part IX of the Excise Tax Act (Canada) or
similar provincial legislation, government royalties, amounts currently or past due and not paid for realty,
municipal or similar taxes, sales, and other Taxes which rank or are capable of ranking in priority to
Agent’s Liens in the Collateral; (iv) any amounts due and not paid for salaries, wages or vacation pay
(including such amounts protected by the Wage Earner Protection Program Act (Canada)), amounts due
and not paid under any legislation relating to workers' compensation or to employment insurance and
other benefits due to employees of any Loan Party, (v) Customer Credit Liabilities and Customer
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Deposits, (vi) reserves for reasonably anticipated changes in the Appraised Value of Eligible Inventory
between appraisals, (vii) warchousemen’s or bailee’s charges and other Permitted Encumbrances or Liens
which rank or are capable of ranking in priority to Agent’s Liens in the Collateral, (viii) amounts due to
vendors on account of consigned goods, (ix) Cash Management Reserves, (x) Bank Products Reserves,
(xi) payables to vendors entitled to the benefits of unpaid vendors’ thirty (30) day good rights to repossess
goods or exercise revendication rights, (xii) all unfunded wind-up or solvency deficiency amounts under,
and all amounts currently or past due and not contributed, remitted or paid to, any Plan, the PBA or any
similar legislation.

“BA Rate” means, with respect to each Interest Period for a BA Rate Loan, the rate of interest per
annum equal to the average rate applicable to Canadian Dollar bankers' acceptances having an identical or
comparable term as the proposed BA Rate Loan displayed and identified as such on the display referred
to as the “CDOR Page” (or any display substituted therefor) of Reuters Monitor Money Rates Service as
at approximately 10:00 a.m. Toronto time on such day (or, if such day is not a Business Day, as of 10:00
a.m. Toronto time on the immediately preceding Business Day); provided that if such rate does not appear
on the CDOR Page at such time on such date, the rate for such date will be the annual discount rate
(rounded upward to the nearest whole multiple of 1/100 of 1%) as of 10:00 a.m. Toronto time on such day
at which a Canadian chartered bank listed on Schedule I of the Bank Act (Canada) as selected by Agent is
then offering to purchase Canadian Dollar bankers' acceptances accepted by it having such specified term
(or a term as closely as possible comparable to such specified term).

“BA Rate Loan” means a Loan that bears interest based on the BA Rate.

“Bank of Canada Overnight Rate” means the Bank of Canada overnight rate, which is the rate of
interest charged by the Bank of Canada on one-day loans to financial institutions, for such day.

“Bank Products” means any services or facilities provided to any Loan Party by Agent or any of
its Affiliates (but excluding Cash Management Services), including, without limitation, on account of (a)
Swap Contracts, and (b) leasing arrangements.

“Bank Product Reserves” means such reserves as Agent from time to time determines in its
Permitted Discretion as being appropriate to reflect the liabilities and obligations of the Loan Parties with
respect to Bank Products then provided or outstanding.

“Base LIBO Rate” means for any interest rate calculation with respect to any Base Rate Loan, an
interest rate per annum (rounded upwards, if necessary, to the next 1/100 of one percent) equal to (i) the
LIBO Rate for an Interest Period commencing on the date of such calculation and ending on the date that
is one month thereafter multiplied by (ii) the Statutory Reserve Rate.

“Base Rate” means, for any day, a fluctuating interest rate per annum equal to the highest of the
Federal Funds Rate, as in effect from time to time, plus ﬂ -, (b) the Base
LIBO Rate plus - -), or (c) the rate of interest in effect for such day as publicly
announced from time to time by Royal Bank as its U.S. Dollar “base rate”. The U.S. Dollar “base rate” is
a rate set by Royal Bank based upon various factors including Royal Bank’s costs and desired return,
general economic conditions and other factors, and is used as a reference point for pricing some U.S.
Dollar loans in Canada, which may be priced at, above, or below such announced rate. Any change in
such rate announced by Royal Bank shall take effect at the opening of business on the day specified in the
public announcement of such change.

“Base Rate Loan” means a Loan in U.S. Dollars that bears interest based on the Base Rate.
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“Borrower Materials” has the meaning specified in Section 6.2.
“Borrower” has the meaning specified in the introductory paragraph hereto.
“Borrowing” means a Committed Borrowing.

“Borrowing Base” means, at any time of calculation, an amount equal to:

1) subject to Section 6.13(c), the face amount of Eligible Credit Card Receivables
multiplied b

plus

(ii) the Cost of Eligible Inventory, net of Inventory Reserves, multiplied b
(provided that the Borrower may elect to increase this multiplier to- for, in the Borrower’s
discretion, (A) one (1) period of four (4) consecutive Fiscal Periods, or (B) two (2) periods of two
(2) consecutive Fiscal Periods, in each Fiscal Year), multiplied by the Appraised Value of
Eligible Inventory;

plus

(iii) the Real Estate Component;
minus
(iv) the amount of all Availability Reserves at such time.

“Borrowing Base Certificate” means a certificate substantially in the form of Exhibit E hereto
(with such changes therein as may be reasonably required by Agent to reflect the components of and
reserves against the Borrowing Base as provided for hereunder from time to time), executed and certified
as accurate and complete by a Responsible Officer of the Borrower which shall include appropriate
exhibits, schedules, supporting documentation, and additional reports as reasonably requested by Agent.

“Business Day” means any day other than a Saturday, Sunday or other day on which commercial
banks are authorized to close under the Laws of, or are in fact closed in, Vancouver, British Columbia or
Toronto, Ontario and, if such day relates to any LIBO Rate Loan, means any such day on which dealings
in U.S. Dollar deposits are conducted by and between banks in the London interbank market.

“Business Plan” means the Borrower’s business plan delivered pursuant to Section 6.1(c).

“Capital Expenditures” means, with respect to any Person for any period, (a) all expenditures
made (whether made in the form of cash or other property) or costs incurred for the acquisition or
improvement of fixed or capital assets of such Person (excluding normal replacements and maintenance
which are properly charged to current operations and any expenditures which are contractually required to
be, and are, reimbursed to the Loan Parties in cash by a third party (including tenants) during such
period), in each case that are (or should be) set forth as capital expenditures in a Consolidated statement
of cash flows of such Person for such period, in each case prepared in accordance with GAAP, and (b)
Capital Lease Obligations incurred by a Person during such period.

“Capital Lease Obligations” means, with respect to any Person for any period, the obligations of
such Person to pay rent or other amounts under any lease of (or other arrangement conveying the right to
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use) real or personal property, or a combination thereof, which obligations are required to be classified
and accounted for as liabilities on a balance sheet of such Person under GAAP and the amount of which
obligations shall be the capitalized amount thereof determined in accordance with GAAP.

“Cash Collateral Account” means a non-interest bearing account established by the Borrower
with Royal Bank, and in the name of, Agent (as Agent shall otherwise direct) and under the sole and
exclusive dominion and control of Agent, in which deposits are required to be made in accordance with
Section 2.3(k) or 8.2(c).

“Cash Collateral” and “Cash Collateralize” have the meanings specified in Section 2.3(k).
“Cash Equivalents” means each of the following:

(a) readily marketable obligations issued or directly and fully guaranteed or insured by the
United States, the Government of Canada or any agency or instrumentality thereof having maturities of
not more than one year from the date of acquisition thereof; provided that the full faith and credit of the
United States or Canada is pledged in support thereof;

(b) marketable direct obligations issued by an state of the United States or any province or
territory of Canada, or any political subdivision of any such state, province or territory, or any public
instrumentality thereof, in each case maturing within one year after the date of acquisition thereof and
having, at the time of the acquisition thereof, an investment grade rating obtainable from either Moody’s
or S&P;

(c) commercial paper issued by any Person organized under the laws of any state of the
United States or any province or territory of Canada and rated at least “Prime-1" (or the then equivalent
grade) by Moody’s or at least “A-1" (or the then equivalent grade) by S&P, in each case with maturities
of not more than 270 days from the date of acquisition thereof;

(d) time deposits with, or insured certificates of deposit or bankers’ acceptances of, any
commercial bank that (i) (A) is a Lender or (B) is organized under the laws of the United States, any state
thereof or the District of Columbia or is the principal banking subsidiary of a bank holding company
organized under the laws of the United States, any state thereof or the District of Columbia, and is a
member of the Federal Reserve System or is organized under the laws of Canada and is a member of the
Canadian Deposit Insurance Corporation, (ii) issues (or the parent of which issues) commercial paper
rated as described in clause (c) of this definition and (iii) has combined capital and surplus of at least

in each case with maturities of not more than one year from the date of acquisition thereof;

(e) fully collateralized repurchase agreements with a term of not more tha1_days
for securities described in clause (a) above (without regard to the limitation on maturity contained in such
clause) and entered into with a financial institution satisfying the criteria described in clause (d) above or
with any primary dealer and having a market value at the time that such repurchase agreement is entered
into of not less than 100% of the repurchase obligation of such counterparty entity with whom such
repurchase agreement has been entered into; and

® Investments, classified in accordance with GAAP as current assets of the Borrower, in
any money market fund, mutual fund, or other investment companies that are registered under the
Investment Company Act of 1940, as amended, which are administered by financial institutions that have
the highest rating obtainable from either Moody’s or S&P, and which invest primarily in one or more of
the types of securities described in clauses (a) through (e) above.
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“Cash Management Activation Event” means either (a) the occurrence and continuance of an
Event of Default, or (b) the failure of the Borrower at any time to maintain Availabilif

consecutive Business Days at least equal to the greater of (i
Loan Cap, and (ii) * For purposes of this Agreement, the occurrence of a Cash Management

Activation Event shall be deemed continuing only (a) so long as such Event of Default giving rise to such
Cash Management Activation Event is continuing, and/or (b) if such Cash Management Activation Event

arises as a result of the Borrower’s failure to achieve Availability as required hereunder, until Availability
has exceeded the greater of (i) H) of the Loan Cap, and
(ii)_ in any case, for thirty !30) consecutive c!'endl:r !ays, in which case a Cash Management

Activation Event shall no longer be deemed to be continuing for purposes of this Agreement; provided
that a Cash Management Activation Event shall be deemed continuing (even if an Event of Default is no
longer continuing and/or Availability exceeds the required amount for thirty (30) consecutive calendar
days) at all times after a Cash Management Activation Event has occurred and been discontinued on three
(3) occasions after the Closing Date. The termination of a Cash Management Activation Event as
provided herein shall in no way limit, waive or delay the occurrence of a subsequent Cash Management
Activation Event in the event that the conditions set forth in this definition again arise.

“Cash Management Agreements” has the meaning specified in Section 6.13(a).

“Cash Management Reserves™ means such reserves as Agent, from time to time, determines in its
Permitted Discretion as reflecting the reasonably anticipated liabilities and obligations of the Loan Parties
with respect to Cash Management Services then provided or outstanding.

“Cash Management Services” means any one or more of the following types or services or
facilities provided to any Loan Party by Agent or any of its Affiliates: (a) ACH transactions, (b) cash
management services. including, without limitation, controlled disbursement services. treasury,
depository, overdraft. and electronic funds transfer services, (c) foreign exchange facilities, (d) credit or
debit cards. (e) credit card processing services, and (f) purchase cards.

“Change in Law” means the occurrence, after the Closing Date, of any of the following: (a) the
adoption or taking effect of any law, rule, regulation or weaty, (b) any change in any law, rule, regulation
or treaty or in the administration. interpretation or application thereof by any Governmental Authority or
(c) the making or issuance of any request. guideline or directive (whether or not having the force of law)
by any Governmental Authority; provided, however, for purposes of this Agreement, (i) the Dodd-Frank
Wall Street Reform and Consumer Protection Act and all requests, guidelines or directives in connection
therewith, and (i) all rules, guidelines or directives promulgated by the Bank for International
Settlements, the Basel Committee on Banking Supervision (or any successor or similar authority) or the
United States or foreign regulatory authorities, in each case pursuant to Basel ITL, shall, in each case, be
deemed to have gone into effect and been adopted after the Closing Date.

“Change of Control” means an event or series of events by which:

(@) during any period of . consecutive months, a majority of the members of the board of
directors of the Borrower cease to be composed of individuals (i) who were members of that board on the
first day of such period, (ii) whose election or nomination to that board was approved by individuals
referred to in clause (i) above constituting at the time of such election or nomination at least a majority of
that board or (iii) whose election or nomination to that board was approved by individuals referred to in
clauses (i) and (ii) above constituting at the time of such election or nomination at least a majority of that
board (in each case, other than the annual election of members of the board of directors in accordance
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with Rule 10.02 of the Borrower’s Rules or any change to the board of directors to replace a director who
has died, become incapacitated or resigned for health or personal reasons); or '

(b) any “change in control” with respect to the Borrower or “sale” or “disposition” of all or
substantially all of the properties and assets of the Borrower, or similar event, in each case as defined in
any Organizational Document of the Borrower or in any Material Contract, or any document governing
Material Indebtedness of any Loan Party.

“Closing Date” means the first date all the conditions precedent in Section 4.1 are satisfied or
waived in accordance with Section 10.1, which, for certainty, shall be the date upon which the initial
Credit Extensions are made hereunder.

“Collateral” means any and all “Collateral” as defined in any applicable Security Document and,
for certainty, includes each Mortgaged Property.

“Collateral Access Agreement” means an agreement reasonably satisfactory in form and
substance to Agent executed by (a) a bailee, warehouseman or other similar Person in possession of
Collateral, or (b) a landlord of Real Estate leased by any Loan Party, pursuant to which such Person
(i) acknowledges Agent’s Lien on the Collateral, (ii) releases or subordinates such Person’s Liens in the
Collateral held by such Person or located on such Real Estate, (iii) provides Agent with access to the
Collateral held by such bailee or other Person or located in or on such Real Estate, (iv) as to any landlord,
provides Agent with a reasonable time to sell, remove or otherwise dispose of the Collateral from such
Real Estate, and (v) makes such other agreements with Agent as Agent may reasonably require.

“Collateral Mortgages” means Mortgages of each of the Mortgaged Properties.

“Collections” means all cash, checks, credit card slips or receipts, notes, instruments, and other
items of payment that arise out of the sale or other disposition of Collateral.

“Commitment” means, as to each Lender, its obligation to (a) make Committed Loans to the
Borrower pursuant to Section 2.1, and (b) purchase participations in L/C Obligations, in an aggregate
principal amount at any one time outstanding not to exceed the amount set forth opposite such Lender’s
name on Schedule 2.1 or in the Assignment and Assumption pursuant to which such Lender becomes a
party hereto, as applicable, as such amount may be adjusted from time to time in accordance with this
Agreement and in accordance with Assignments and Assumptions entered into by such Lender.

“Committed Borrowing” means a borrowing consisting of simultancous Committed Loans of the
same Type and, in the case of BA Rate Loans or LIBO Rate Loans, having the same Interest Period made
by each of the Lenders pursuant to Section 2.1,

“Committed Loan” has the meaning specified in Section 2.1.

“Committed Loan Notice” means a notice of (a) a Committed Borrowing, (b) a conversion of
Committed Loans from one Type to the other, or (c¢) a continuation of a Fixed Rate Loan, pursuant to
Section 2.2(b), which, if in writing, shall be substantially in the form of Exhibit A.

“Compliance Certificate” means a certificate substantially in the form of Exhibit C.

“Concentration Account” has the meaning specified in Section 6.13(a).
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“Consent” means actual consent given by a Lender from whom such consent is sought; provided
that the passage of seven (7) Business Days from receipt of written notice to a Lender from Agent of a
proposed course of action to be followed by Agent without such Lender’s giving Agent written notice of
that Lender’s consent to such course of action shall be deemed to constitute such Lender’s objection to
such course of action.

“Consolidated” means, when used to modify a financial term, test, statement, or report of a
Person, the application or preparation of such term, test, statement or report (as applicable) based upon
the consolidation, in accordance with GAAP, of the financial condition or operating results of such
Person and its Subsidiaries.

“Consolidated EBITDA” means, at any date of determination, an amount equal to Consolidated
Net Income of the Borrower and its Subsidiaries for the most recently completed Measurement Period,
plus (a)the following to the extent deducted in calculating such Consolidated Net Income:
(i) Consolidated Interest Charges, (ii) the provision for federal, provincial, territorial, municipal and local
and foreign income Taxes, (iii) depreciation and amortization expense, (iv) all other non-recurring costs,
charges and expenses reducing such Consolidated Net Income which do not represent a cash item in such
period or any future period (in each case of or by the Borrower and its Subsidiaries for such Measurement
Period), (v) all non-cash and deferred interest financing costs, and (vi) all other non-cash costs, charges
and expenses reducing such Consolidated Net Income which do not represent a cash item in such period
or any future period (including “Patronage Return” appearing on the consolidated statement of earnings
(loss) and surplus (deficit) of the Borrower, to the extent not paid in cash), minus (b) the following to the
extent included in calculating such Consolidated Net Income: (i) federal, provincial, territorial, municipal,
local and foreign income tax credits and (ii) all non-cash items increasing Consolidated Net Income (in
each case of or by the Borrower and its Subsidiaries for such Measurement Period), all as determined on a
Consolidated basis in accordance with GAAP.

“Consolidated Fixed Charge Coverage Ratio” means, at any date of determination, the ratio of
(a) Consolidated EBITDA for such period minus (i) Capital Expenditures made during such period,
except for Growth Capital Expenditures to the extent the same were permitted to be incurred pursuant to
Section 7.14(b), minus (ii) the aggregate amount of federal, provincial, territorial, municipal, local and
foreign income Taxes paid in cash during such period to (b) the sum of (i) Debt Service Charges plus (ii)
the aggregate amount of all Restricted Payments, in each case, of or by the Borrower and its Subsidiaries
for the most recently completed Measurement Period, all as determined on a Consolidated basis in
accordance with GAAP.

“Consolidated Interest Charges” means, for any Measurement Period, the sum of (a) all interest,
premium payments, debt discount, fees, charges and related expenses in connection with borrowed money
(including interest capitalized during or at the end of such period) or in connection with the deferred
purchase price of assets, in each case to the extent treated as interest in accordance with GAAP, including,
without limitation, all commissions, discounts and other fees and charges owed with respect to letters of
credit and bankers’ acceptance financing and net costs under Swap Contracts, but excluding any non-cash
or deferred interest financing costs, (b) all interest paid or payable with respect to discontinued operations
and (c) the portion of rent expense with respect to such period under Capital Lease Obligations that is
treated as interest in accordance with GAAP, in each case of or by the Borrower and its Subsidiaries for
the most recently completed Measurement Period, all as determined on a Consolidated basis in
accordance with GAAP.

“Consolidated Net Income” means, as of any date of determination, the net income of the
Borrower and its Subsidiaries for the most recently completed Measurement Period, all as determined on
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a Consolidated basis in accordance with GAAP. provided, however, that there shall be excluded
(a) extraordinary, one-time or non-recurring gains and extraordinary, one-time or non-recurring losses for
such Measurement Period. (b) the income (or loss) of any Person (other than the Borrower and its
Subsidiaries) during such Measurement Period in which any other Person has a joint interest, except to
the extent of the amount of cash dividends or other distributions actually paid in cash to the Borrower and
its Subsidiaries during such period. (c) the income (or loss) of any Person during such Measurement
Period prior to the date it became a Subsidiary or is merged into or consolidated with the Borrower or any
of its Subsidiaries or that Person’s assets were acquired by the Borrower or any of its Subsidiaries. and
(d) the income of any direct or indirect Subsidiary of the Borrower to the extent that the declaration or
payment of dividends or similar distributions by that Subsidiary of that income is not at the time
permitted by operation of the terms of its Organization Documents or any agreement, instrument,
judgment, decree. order, statute, rule or governmental regulation applicable to that Subsidiary, except that
the Borrower’s equity in any net loss of any such Subsidiary for such Measurement Period shall be
included in determining Consolidated Net Income. For greater certainty, “Consolidated Net Income”
shall not include any gain recorded in respect of the sale of the property known municipally as 400 King
Street West, Toronto, Ontario.

“Contractual Obligation™ means, as to any Person, any provision of any agreement, instrument or
other undertaking to which such Person is a party or by which it or any of its property is bound.

“Control” means the possession, directly or indirectly, of the power to direct or cause the
direction of the management or policies of a Person, whether through the ability to exercise voting power,
by contract or otherwise. Solely for purposes of Section 7.9 hereof, any Person that directly or indirectly
owns 10% or more of the securities having ordinary voting power for the election of directors or other
members of the Person (other than as a limited partner of such Person) shall be deemed to Control such
Person. “Controlling” and “Controlled” have meanings correlative thereto.

“Control Agreement” means an agreement (including a blocked account agreement). in form and
substance reasonably satisfactory to Agent. executed and delivered by the applicable Loan Party, Agent.
and the applicable securities intermediary or bank or other financial institution. which agreement shall,
among other things (including, (i) the requirement, after the delivery of notice by Agent. to perform an
ACH Transaction or wire transfer no less frequently than once per Business Day of all available balances
therein to an account designated by Agent, (ii) a waiver by the applicable securities intermediary or bank
or other financial institution of any rights and offset rights in the account (save for customary chargeback
rights and administrative fees), and (iii) other customary provisions for agreements of that nature). be
sufficient to give Agent “control” (as defined in the PPSA) over the subject Securities Account, other
Investment Property or DDA. as applicable.

“Cost” means the lower of cost or market value of Inventory, based upon the Borrower’s
accounting practices, known to Agent, which practices are in effect on the Closing Date as such
calculated cost is determined from invoices received by the Borrower. the Borrower’s purchase journals
or the Borrower’s stock ledger.

“Covenant Compliance Event” means the failure of the Borrower to maintain, for a period of

. consecutive calendar days, Availability at least equal to the greater of (A the

Loan Cap, and (B) MFOI purposes of this Agreement, the occurrence of a Covenant
Compliance Event shall be deemed continuing until Availability has exceeded the greater of (A

Hof the Loan Cap, and (B) in any case, for thirty (30) consecutive calendar

ays, 1n which case a Covenant Compliance Event shall no longer be deemed to be continuing for

purposes of this Agreement. The termination of a Covenant Compliance Event as provided herein shall in
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no way limit, waive or delay the occurrence of a subsequent Covenant Compliance Event in the event that
the conditions set forth in this definition again arise.

“Credit Card Notifications” means those certain credit card / debit card receipt notifications, each
in form and substance reasonably satisfactory to Agent and each of which is sent to one of the Borrower’s
Credit Card Processors by Agent and the Borrower.

“Credit Card Processor” means any Person that acts as a credit card or debit card clearinghouse or
processor of credit card or debit card payments accepted by the Borrower.

“Credit Card Receivables” means each “Account” (as defined in the PPSA) together with all
income, payments and proceeds thereof, owed by Visa, MasterCard and such other major credit or debit
card issuer or processor approved by Agent (such approval not to be unreasonably withheld or delayed) to
the Borrower resulting from charges by a customer of the Borrower on credit or debit cards issued by
such issuer in connection with the sale of goods by the Borrower, or services performed by the Borrower,
in each case in the ordinary course of its business.

“Credit Extensions” mean each of the following: (a) a Borrowing and (b) an L/C Credit
Extension.

“Credit Party” or “Credit Parties” means (a) individually, (i) each Lender and its Affiliates and
branches, (ii) Agent, (iii) the L/C Issuer, (iv) the Swingline Lender, (v) each beneficiary of each
indemnification obligation undertaken by any Loan Party under any Loan Document, (vi) any other
Person to whom any Secured Obligations are owing, and (vii) the successors and assigns of each of the
foregoing, and (b) collectively, all of the foregoing,.

“Credit Party Expenses” means, without limitation, (a) all reasonable and documented out-of-
pocket expenses incurred by Agent and its Affiliates and branches, in connection with this Agreement and
the other Loan Documents, including without limitation (i) the reasonable and documented fees, charges
and disbursements of (A) counsel for Agent, (B) outside consultants for Agent, (C) appraisers, (D) the
issuer of title insurance policies relating to the Mortgaged Properties, (E)commercial finance
examinations, and (F) all such out-of-pocket expenses incurred during in any workout, restructuring or
negotiations in respect of the Secured Obligations, (ii) in connection with (A) the preparation, negotiation,
administration, management, execution and delivery of this Agreement and the other Loan Documents or.
any amendments, modifications or waivers of the provisions thereof (whether or not the transactions
contemplated hereby or thereby shall be consummated), (B) the enforcement or protection of their rights
in connection with this Agreement or the Loan Documents or efforts to preserve, protect, collect, or
enforce the Collateral, or (C) any workout, restructuring or negotiations in respect of any Secured
Obligations, (b) all reasonable and documented customary fees and charges (as adjusted from time to
time) of Agent with respect to the disbursement of funds (or the receipt of funds) to or for the account of
the Borrower (whether by wire transfer or otherwise), together with any reasonable and documented out-
of-pocket costs and expenses incurred in connection therewith, and (c) with respect to the L/C Issuer, and
its Affiliates and branches, all reasonable and documented out-of-pocket expenses incurred in connection
with the issnance, amendment, renewal or extension of any Letter of Credit or any demand for payment
thereunder.

“Customer Credit Liabilities” means at any time, the aggregate remaining value at such time of
outstanding gift certificates and gift cards of the Borrower entitling the holder thereof to use all or a
portion of the certificate or gift card to pay all or a portion of the purchase price for any (a) Inventory, and
(b) outstanding merchandise credits of the Borrower.
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“Customer Deposits” means deposits made by customers with respect to the purchase of goods or
the performance of services.

“Customs Broker Agreement” means an agreement in form and substance reasonably satisfactory
to Agent among the Borrower, a customs broker, freight forwarder, consolidator or other carrier, and
Agent, in which the customs broker, freight forwarder, consolidator or other carrier acknowledges that it
has control over and holds the documents evidencing ownership of the subject Inventory for the benefit of
Agent and agrees, upon notice from Agent (which notice may be delivered only upon the occurrence and
during the continuance of an Event of Default), to hold and dispose of the subject Inventory solely as
directed by Agent.

“DDA” means each checking, savings or other demand deposit account maintained by the
Borrower, other than any payroll, trust and tax withholding accounts maintained in the ordinary course of
business. All funds in each DDA shall be conclusively presumed to be Collateral and proceeds of
Collateral and Agent and the Lenders shall have no duty to inquire as to the source of the amounts on
deposit in any DDA.

“Debt Service Charges” means for any Measurement Period, the sum of (a) Consolidated Interest
Charges paid or required to be paid in cash for such Measurement Period, plus (b) scheduled principal
payments (excluding any mandatory prepayments and bullet or balloon payment required at maturity)
made or required to be made during such Measurement Period on account of Indebtedness (excluding the
Obligations and any Synthetic Lease Obligations but including, without limitation, Capital Lease
Obligations), and (c) an amount representing the reduction (i.e. amortization) of the Real Estate
Component equal to -for such Measurement Period, in each case determined on a Consolidated
basis in accordance with GAAP.

“Debtor Relief Laws” means the Bankruptcy and Insolvency Act (Canada), the Companies’
Creditors Arrangement Act (Canada) and all other liquidation, conservatorship, bankruptcy, assignment
for the benefit of creditors, moratorium, rearrangement, arrangement, receivership, insolvency,
reorganization, or similar debtor relief Laws of Canada or other applicable jurisdictions from time to time
in effect and affecting the rights of creditors generally.

“Declining Lender” has the meaning specified in Section 2.15(c).

“Default” means any event or condition that constitutes an Event of Default or that, with the
giving of any notice, the passage of time, or both, would be an Event of Default. '

“Default Rate” means (a) when used with respect to Obligations other than Letter of Credit Fees,
an interest rate equal to (A) if the Obligations are denominated in U.S. Dollars, (i) the Base Rate plus
(ii) the Applicable Margin applicable to Base Rate Loans, plus (iii. per annum, and (B) if the
Obligations are denominated in Dollars, (i) the Prime Rate plus (ii) the Applicable Margin applicable to
Prime Rate Loans, plus (iii. per annum; provided, however, that with respect to any Fixed Rate
Loans, the Default Rate shall be an interest rate equal to the interest rate (including any Applicable
Margin) otherwise applicable to such Fixed Rate Loan, plu' per annum, and (b) when used with
respect to Letter of Credit Fees, a rate equal to the Applicable Margin for Letters of Credit, plu. per
annum.

“Defaulting Lender” means any Lender that (a) has failed to fund any amounts required to be
funded by it under this Agreement within one (1) Business Day of the date that it is required to do so
under this Agreement (including the failure to make available to Agent amounts required pursuant to a
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Settlement or to make a required payment in connection with a Letter of Credit Disbursement),
(b) notified the Borrower, Agent, or any Lender in writing that it does not intend to comply with all or
any portion of its funding obligations under this Agreement, (¢) has made a public statement to the effect
that it does not intend to comply with its funding obligations under the Agreement or under other
agreements generally (as reasonably determined by Agent) under which it has committed to extend credit,
(d) failed, within one (1) Business Day after written request by Agent, to confirm that it will comply with
the terms of the Agreement relating to its obligations to fund any amounts required to be funded by it
under the Agreement, (e) otherwise failed to pay over to the Borrower, Agent or any other Lender any
other amount required to be paid by it under the Agreement within one (1) Business Day of the date that it
is required to do so under the Agreement, or (f) (i) becomes or is insolvent or has a parent company that
has become or is insolvent or (ii) becomes the subject of a bankruptcy or insolvency proceeding, or has
had a receiver, interim receiver, monitor, conservator, trustee, or custodian or appointed for it, or has
taken any action in furtherance of, or indicating its consent to, approval of or acquiescence in any such
proceeding or appointment or has a parent company that has become the subject of a bankruptcy or
insolvency proceeding, or has had a receiver, interim receiver, monitor, conservator, trustee, or custodian
appointed for it, or has taken any action in furtherance of, or indicating its consent to, approval of or
acquiescence in any such proceeding or appointment.

“Disposition” or “Dispose” means the sale, transfer, license, lease or other disposition (including
any sale and leaseback transaction), whether in one transaction or in a series of transactions, of any
property (including, without limitation, any Equity Interests) by any Person (or the granting of any option
or other right to do any of the foregoing), including any sale, assignment, transfer or other disposal, with
or without recourse, of any notes or accounts receivable or any rights and claims associated therewith.

“Document” means a “document of title” as defined in the PPSA.

“Documentary Letter of Credit” means any Letter of Credit issued for the account of the
Borrower for the purpose of providing the primary payment mechanism in connection with the purchase
of any materials, goods or services by the Borrower or any of its Subsidiaries in the ordinary course of
business of the Borrower or such Subsidiary.

“Documentary Letter of Credit Agreement” means the Documentary Letter of Credit Agreement
relating to the issuance of a Documentary Letter of Credit in the form from time to time in use by the L/C
Issuer.

“Dollars” and “$” and “Canadian Dollars” and “Cdn.$” mean lawful money of Canada.

“Drawing Document” means any Letter of Credit or other document presented for purposes of
drawing under any Letter of Credit.

“Eligible Assignee” means (a) a Credit Party or any of its Affiliates or branches; (b) a bank,
insurance company, or company engaged in the business of making commercial loans, which Person,
together with its Affiliates and branches, has a combined capital and surplus in excess of ;
(c) an Approved Fund; (d) any Person to whom a Credit Party assigns its rights and obligations under th1s
Agreement as part of an assignment and transfer of such Credit Party’s rights in and to a material portion
of such Credit Party’s portfolio of asset based credit facilities, and (e) any other Person approved by
(i) Agent, the Swingline Lender and the L/C Issuer, and (ii) unless an Event of Default has occurred and
is continuing, the Borrower (each such approval not to be unreasonably withheld or delayed); provided
that with respect to any consent of the Borrower required with respect to any assignment hereunder, the
passage of five (5) Business Days from receipt of written notice by the Borrower from Agent or a Lender
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of such assignment hereunder without the Borrower’s giving Agent and such Lender written notice of the
Borrower’s consent to such assignment shall be deemed to constitute the Borrower’s consent to such
assignment; provided further that notwithstanding the foregoing, “Eligible Assignee” shall not include a
natural Person, Loan Party or any Affiliate of a Loan Party and if the Eligible Assignee is a Foreign
Lender, absent an Event of Default, it is a Qualified Lender.

“Eligible Credit Card Receivables” means Credit Card Receivables due to the Borrower on a non-
recourse basis, in each case acceptable to Agent in its Permitted Discretion, as arise in the ordinary course
of business, which have been earned by performance, and are deemed by Agent in its Permitted
Discretion to be eligible for inclusion in the calculation of the Borrowing Base. Without limiting the
foregoing, unless Agent otherwise agrees, none of the following shall be deemed to be Eligible Credit
Card Receivables:

(a) Credit Card Receivables that have been outstanding for more than five (5) Business Days
from the date of sale;

(b) Credit Card Receivables with respect to which the Borrower does not have good, valid
and marketable title, free and clear of any Lien (other than Liens granted to Agent and other Permitted
Encumbrances of the type described in clauses (a) and (e) of the definition of such term);

() Credit Card Receivables that are not subject to a first priority security interest and Lien in
favour of Agent (it being the intent that chargebacks in the ordinary course by the credit card issuers or
processors shall not be deemed violative of this clause);

(d) Credit Card Receivables which are disputed, are with recourse, or with respect to which a
claim, counterclaim, offset or chargeback has been asserted (to the extent of such claim, counterclaim,
offset or chargeback); '

(e) Credit Card Receivables as to which the processor or issuer has the right under certain
circumstances to require the Borrower to repurchase the Accounts from such issuer or processor; or

6] Credit Card Receivables due from major debit card issuers or processors (other than Visa,
and MasterCard) which Agent determines in its Permitted Discretion to be uncertain of collection.

“Eligible In-Transit Inventory” means, as of any date of determination thercof, without
duplication of other Eligible Inventory, In-Transit Inventory:

(a) that has been in transit for - days or less from the date of shipment of such
Inventory;

(b) for which the purchase order is in the name of the Borrower and title and risk of loss has
passed to the Borrower;

(c) for which an Acceptable Document of Title has been issued, and in each case as to which
Agent has control (as defined in the PPSA) over the Document or other bill of lading or instrument which
evidence ownership of the subject Inventory (such as, if requested by Agent, by the delivery of a Customs
Broker Agreement);

(d) which is insured in compliance with the provisions of Section 6.7 hereof (including,

without limitation, marine cargo insurance, as applicable);
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(e) for which payment of the purchase price has been made by the Borrower or the purchase
price is supported by a Documentary Letter of Credit; and

(f)  that otherwise would constitute Eligible Inventory;

provided that Agent may, in its Permitted Discretion, exclude any particular Inventory from the
definition of “Eligible In-Transit Inventory” in the event Agent determines that such Inventory is subject
to any Person’s right or claim which is (or is reasonably capable of being) senior to, or pari passu with,
the Lien of Agent (such as, without limitation, a right of stoppage in transit) or which may otherwise
adversely impact the ability of Agent to realize upon such Inventory.

“Eligible Inventory” means, as of the date of determination thereof, without duplication, Eligible
In-Transit Inventory and items of Inventory of the Borrower that are finished goods, merchantable and
readily saleable to the public in the ordinary course of the Borrower’s business, in each case that, except
as otherwise agreed by Agent, complies in all material respects with each of the representations and
warranties respecting Inventory made by the Borrower in the Loan Documents, and that is not excluded
as ineligible by virtue of one or more of the criteria set forth below. Except as otherwise agreed by Agent,
the following items of Inventory shall not be included in Eligible Inventory:

(a) Inventory that is not solely owned by the Borrower or in respect of which the Borrower
does not have good and valid title thereto;

(b) Inventory that is leased by or is on consignment to the Borrower or which is consigned by
the Borrower to a Person which is not a Loan Party;

(c) Inventory (other than In-Transit Inventory) that is not located in Canada;

(d) Inventory at a location that is not owned or leased by a Loan Party, except to the extent
that the Borrower has furnished Agent with (i) any PPSA financing statements or other documents that
Agent may reasonably determine to be necessary to perfect its security interest and Lien in such Inventory
at such location, and (ii) if requested by Agent (but only with respect to warehouses or distribution centers
and not, for greater certainty, with respect to Stores), a Collateral Access Agreement executed by the
Person owning any such location on terms reasonably acceptable to Agent;

(e) Inventory that is located in a distribution center leased by the Borrower, unless (i) the
applicable lessor has delivered to Agent, if requested by Agent, a Collateral Access Agreement, or
(ii) absent a Collateral Access Agreement, Agent has established an Availability Reserve therefor;

() Inventory that is comprised of goods which (i) are damaged, defective, “seconds”, or
otherwise unmerchantable, (ii) are to be returned to the vendor, (iii) are obsolete or slow moving, or
custom items, work-in-process, raw materials, or that constitute spare parts, samples, promotional,
marketing, labels, shopping bags that are not held for retail sale and packaging and shipping materials or
supplies used or consumed in the Borrower’s business, (iv) not in compliance with all standards imposed
by any Governmental Authority having regulatory authority over such Inventory, its use or sale, or (v) are
bill and hold goods;

(2) Inventory that is not subject to a perfected first-priority security interest and Lien in favor
of Agent (other than Permitted Encumbrances of the type described in clauses (a), (€) and (j) of the
definition of such term);

(h) Inventory that is not insured in compliance with the provisions of Section 5.10 hereof;,
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6)) Inventory that has been sold but not yet delivered or as to which the Borrower has
accepted a deposit;

) Inventory that is subject to any licensing, patent, royalty, trademark, trade name or
copyright agreement with any third party from which the Borrower has received notice of a dispute in
respect of any such agreement;

&) Inventory which has been received at a distribution center or warehouse and which has
not yet been entered into the stock ledger on or prior to the seventh day of its receipt; or

0] Inventory which is not acquired for the purpose of sale in a Store in the ordinary course
of the Borrower’s business, unless and until Agent has completed or received (A) an appraisal of such
Inventory from appraisers reasonably satisfactory to Agent, establishes an advance rate for such Inventory
and Inventory Reserves (if applicable) therefor, and otherwise agrees that such Inventory shall be deemed
Eligible Inventory, and (B) such other due diligence as Agent may require, all of the results of the
foregoing to be reasonably satisfactory to Agent.

“Eligible Real Estate” means the real property listed on Schedule 1.01 as being beneficially and,
if applicable, legally owned by the Borrower on the Closing Date and in respect of which (a) an Appraisal
has been delivered to Agent in form, scope and substance reasonably satisfactory to Agent, (b) a
Mortgage (and, if applicable, beneficial charge) has been granted in favour of Agent, and (c) each of the
conditions set forth in Sections 4.1(a)(x) through (xii) have been satisfied.

“Environmental Laws” means any and all federal, provincial, territorial, municipal, local, and
foreign statutes, laws, regulations, ordinances, rules, judgments, orders, decrees, permits, concessions,
grants, franchises, licenses, agreements or governmental restrictions relating to pollution and the
protection of the environment or the release of any materials into the environment, including those related
to hazardous substances or wastes, air emissions and discharges to waste or public systems.

“Environmental Liability” means any liability, obligation, damage, loss, claim, action, suit,
judgment, order, fine, penalty, fee, expense, or cost, contingent or otherwise (including any liability for
damages, costs of environmental remediation, fines, penalties or indemnities), of the Borrower, any other
Loan Party or any of their respective Subsidiaries directly or indirectly resulting from or based upon
(a) violation of any Environmental Law, (b) the generation, use, handling, transportation, storage,
treatment or disposal or presence of any Hazardous Materials, (c) exposure to any Hazardous Materials,
(d) the release or threatened release of any Hazardous Materials into the environment or (€) any contract,
agreement or other consensual arrangement pursuant to which liability is assumed or imposed with
respect to any of the foregoing.

“Equipment” has the meaning set forth in the PPSA.

“Equity Interests” means, with respect to any Person, all of the shares of capital stock of (or other
ownership or profit interests in) such Person, all of the warrants, options or other rights for the purchase
or acquisition from such Person of shares of capital stock of (or other ownership or profit interests in)
such Person, all of the securities convertible into or exchangeable for shares of capital stock of (or other
ownership or profit interests in) such Person or warrants, rights or options for the purchase or acquisition
from such Person of such shares (or such other interests), and all of the other ownership or profit interests
in such Person (including partnership, member, trust or other equity interests therein or other equivalents),
whether voting or nonvoting.

“Event of Default” has the meaning specified in Section 8.1.
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“Excluded Taxes” means, with respect to Agent, any Lender, the Swingline Lender, the L/C
Issuer or any other recipient of any payment to be made by or on account of any obligation of the
Borrower hereunder, (a) taxes imposed on or measured by its overall net income (however denominated),
and franchise taxes imposed on it (in lieu of net income taxes), by the jurisdiction (or any political
subdivision thereof) under the laws of which such recipient is organized or in which its principal office is
located or, in the case of any Lender, in which its applicable Lending Office is located, and (b) any branch
profits taxes imposed or any similar tax imposed by any jurisdiction in which any Loan Party is located.

“Existing L/Cs” means the letters of credit issued by Royal Bank for the account of the Borrower
pursuant to the Existing RBC Facility which are outstanding on the date hereof, each of which shall be
deemed to be a Letter of Credit issued by the L/C Issuer for all purposes hereof, from and after the
Closing Date, and which are detailed on Exhibit G hereto.

“Existing RBC Facility” means the revolving demand credit facility established by Royal Bank in
favour of the Borrower pursuant to a letter loan agreement dated October 5, 2012 between the Borrower
and Royal Bank, as lender, as amended and supplemented to the date hereof.

“Extraordinary Receipt” means any cash received by or paid to or for the account of any Person
not in the ordinary course of business, including tax refunds, pension plan reversions, proceeds of
insurance (other than proceeds of business interruption insurance to the extent such proceeds constitute
compensation for lost earnings), condemnation or expropriation awards (and payments in lieu thereof),
" indemnity payments and any purchase price adjustments.

“Facility Guarantee” means any guarantee, in form and substance reasonably satisfactory to
Agent, made at any time by a Guarantor in favor of Agent and the other Credit Parties in respect of the
Secured Obligations.

“Federal Funds Rate” means, for any day, the rate per annum equal to the weighted average of the
rates on overnight Federal funds transactions with members of the Federal Reserve System arranged by
Federal funds brokers on such day, as published by the Federal Reserve Bank of New York on the
Business Day next succeeding such day; provided that (a) if such day is not a Business Day, the Federal
Funds Rate for such day shall be such rate on such transactions on the next preceding Business Day as so
published on the next succeeding Business Day, and (b) if no such rate is so published on such next
succeeding Business Day, the Federal Funds Rate for such day shall be the average rate (rounded upward,
if necessary, to a whole multiple of 1/100 of 1%) charged to Royal Bank in the United States on such day
on such transactions as determined by Agent.

“Fee Letter” means the agency fee letter agreement, dated the Closing Date, among the Borrower
and Agent.

“Fiscal Period” means one of the Borrower’s 13 fiscal periods of any Fiscal Year, each of which
shall consist of a 4-week period beginning on the Monday immediately following the last day of the
immediately prior fiscal period and ending on a Sunday, and the last of which ending on the Sunday
closest to the last day in February in each year, all in accordance with the fiscal accounting calendar of the
Borrower.

“Fiscal Year” means each annual period of 13 Fiscal Periods, in accordance with the fiscal
accounting calendar of the Borrower, ending on the Sunday closest to the last day of February of each
calendar year. For greater certainty, the Borrower’s 2017 Fiscal Year will end on February 25, 2018.

“Fixed Rate Loans” means, as the context requires, a LIBO Rate Loan or a BA Rate Loan.
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“Foreign Assets Control Regulations™ has the meaning specified in Section 10.18.

“Foreign Lender” means any Lender that is organized under the laws of a jurisdiction other than
Canada or a province or territory thereof.

“FRB” means the Board of Governors of the Federal Reserve System of the United States.
“Fronting Fee” has the meaning specified in Section 2.3(1).

“Fund” means any Person (other than a natural person) that is (or will be) engaged in making,
purchasing, holding or otherwise investing in commercial loans and similar extensions of credit in the
ordinary course of its business.

“Funding Account” means the disbursement accounts set up for such purposes with Royal Bank.

“GAAP” means generally accepted accounting principles in Canada, which shall be deemed to be
a reference to the recommendations at the relevant time of the Chartered Professional Accountants of
Canada (or any successor thereto) applicable on a consolidated basis (unless otherwise specifically
provided or contemplated herein) as at the date on which any determination or calculation is made or
required to be made in accordance with such principles, which, for the purposes of this Agreement, is
determined to be Canadian accounting standards for private enterprises (ASPE), applied on a consistent
basis and subject to Section 1.3.

“Governmental Authority” means the government of Canada or any other nation, or of any
political subdivision thereof, whether provincial, territorial, state, municipal, or local, and any agency,
authority, instrumentality, regulatory body, court, tribunal, central bank or other entity exercising
executive, legislative, judicial, taxing, regulatory or administrative powers or functions of or pertaining to
government (including any supra-national bodies such as the European Union or the European Central
Bank).

“Growth Capital Expenditures” means, in respect of any Measurement Period, all Capital
Expenditures incurred during such Measurement Period in order to increase revenues and profits and/or
expand existing operations and in any event, does not include any Maintenance Capital Expenditures.

“Guarantee” means, as to any Person, (a) any obligation, contingent or otherwise, of such Person
guaranteeing or having the economic effect of guaranteeing any Indebtedness or other obligation payable
or performable by another Person (the “primary obligor”) in any manner, whether directly or indirectly,
and including any obligation of such Person, direct or indirect, (i) to purchase or pay (or advance or
supply funds for the purchase or payment of) such Indebtedness or other obligation, (ii) to purchase or
lease property, securities or services for the purpose of assuring the obligee in respect of such
Indebtedness or other obligation of the payment or performance of such Indebtedness or other obligation,
(iii) to maintain working capital, equity capital or any other financial statement condition or liquidity or
level of income or cash flow of the primary obligor so as to enable the primary obligor to pay such
Indebtedness or other obligation, or (iv) entered into for the purpose of assuring in any other manner the
obligee in respect of such Indebtedness or other obligation of the payment or performance thereof or to
protect such obligee against loss in respect thereof (in whole or in part), or (b) any Lien on any assets of
such Person securing any Indebtedness or other obligation of any other Person, whether or not such
Indebtedness or other obligation is assumed by such Person (or any right, contingent or otherwise, of any
holder of such Indebtedness to obtain any such Lien). The amount of any Guarantee shall be deemed to be
an amount equal to the stated or determinable amount of the related primary obligation, or portion thereof,
in respect of which such Guarantee is made or, if not stated or determinable, the maximum reasonably
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anticipated liability in respect thereof as determined by the guaranteeing Person in good faith. The term
“Guarantee” as a verb has a corresponding meaning.

“Guarantor” means each Subsidiary (if any) of the Borrower existing as of the Closing Date and
identified by name on Schedule 1.1 hereto, and each other Subsidiary of the Borrower from time to time,
each of which will be required to execute and deliver a Facility Guarantee pursuant to Section 6.12.

“Hazardous Materials” means all explosive or radioactive substances or wastes and all hazardous
or toxic substances, wastes or other pollutants, including petroleum or petroleum distillates, asbestos or
asbestos-containing materials, polychlorinated biphenyls, radon gas, infectious or medical wastes and all
other substances or wastes of any nature regulated pursuant to any Environmental Law.

“IFRS” means International Financial Reporting Standards including International Accounting
Standards and Interpretations together with their accompanying documents which are set by the
International Accounting Standards Board, the independent standard-setting body of the International
Accounting Standards Committee Foundation (the “IASC Foundation™), and the International Financial
Reporting Interpretations Committee, the interpretative body of the IASC Foundation.

“Increase Effective Date” shall have the meaning provided therefor in Section 2.14(d).

“Indebtedness” means, as to any Person at a particular time, without duplication, all of the
following, whether or not included as indebtedness or liabilities in accordance with GAAP:

(a) all obligations of such Person for borrowed money and all obligations of such Person
evidenced by bonds, debentures, notes, loan agreements or other similar instruments;

(b) the maximum amount of all direct or contingent obligations of such Person arising under
letters of credit (including standby and commercial), bankers’ acceptances, bank guaranties, surety bonds
and similar instruments;

(c) net obligations of such Person under any Swap Contract;

(d) all obligations of such Person to pay the deferred purchase price of property or services
(other than trade accounts payable in the ordinary course of business and, in each case, not past due for
more than 60 days or are being contested in compliance with Section 6.4);

(e) indebtedness (excluding prepaid interest thereon) secured by a Lien on property owned or
being purchased by such Person (including indebtedness arising under conditional sales or other title
retention agreements), whether or not such indebtedness shall have been assumed by such Person or is
limited in recourse;

® all Attributable Indebtedness in respect of Capital Lease Obligations and Synthetic Lease
Obligations of such Person;

(2) all obligations of such Person to purchase, redeem, retire, defease or otherwise make any
payment in respect of any Equity Interest in such Person or any other Person, or any warrant, right or

option to acquire such Equity Interest; and

(h) all Guarantees of such Person in respect of any of the foregoing.
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For all purposes hereof, the Indebtedness of any Person shall include the Indebtedness of any
partnership or joint venture (other than a joint venture that is itself a corporation or company or limited
liability company or unlimited liability company) in which such Person is a general partner or a joint
venturer (but only to the extent of the Indebtedness of such partnership or joint venture for which such
Person is liable), unless such Indebtedness is expressly made non-recourse to such Person.

“Indemnified Taxes” means Taxes other than Excluded Taxes.
“Indemnitees” has the meaning specified in Section 10.4(b).
“Information” has the meaning specified in Section 10.7.

“Information Certificate” means the information certificate delivered by the Borrower dated as of
the Closing Date.

“Intellectual Property” means all present and future: trade secrets, know-how and other
proprietary information; trademarks, trademark applications, internet domain names, service marks, trade
dress, trade names, business names, designs, logos, slogans (and all translations, adaptations, derivations
and combinations of the foregoing) indicia and other source and/or business identifiers, and all
registrations or applications for registrations which have heretofore been or may hereafter be issued
thereon throughout the world; copyrights and copyright applications; (including copyrights for computer
programs) and all tangible and intangible property embodying the copyrights, unpatented inventions
(whether or not patentable); patents and patent applications; industrial design applications and registered
industrial designs; license agreements related to any of the foregoing and income therefrom; books,
records, writings, computer tapes or disks, flow diagrams, specification sheets, computer software, source
codes, object codes, executable code, data, databases and other physical manifestations, embodiments or
incorporations of any of the foregoing; all other intellectual property; and all common law and other
rights throughout the world in and to all of the foregoing.

“Interest Payment Date” means, (a) as to any Loan other than a Variable Rate Loan, the last day
of each Interest Period applicable to such Loan and the Maturity Date; provided, however, that if any
Interest Period for a Fixed Rate Loan exceeds three months, the respective dates that fall every three
months after the beginning of such Interest Period shall also be Interest Payment Dates; and (b) as to any
Variable Rate Loan, the first day after the end of each month and the Maturity Date.

“Interest Period” means, as to each Fixed Rate Loan, the period commencing on the date such
Fixed Rate Loan is disbursed or converted to or continued as a Fixed Rate Loan and ending on the date
one, two, or three months (or, with the written consent of all the Lenders, any other period) thereafter, as
selected by the Borrower in its Committed Loan Notice; provided that:

(a) any Interest Period that would otherwise end on a day that is not a Business Day shall be
extended to the next succeeding Business Day unless such Business Day falls in another calendar month,
in which case such Interest Period shall end on the next preceding Business Day;

(b) any Interest Period that begins on the last Business Day of a calendar month (or on a day
for which there is no numerically corresponding day in the calendar month at the end of such Interest

Period) shall end on the last Business Day of the calendar month at the end of such Interest Period;

(c) no Interest Period shall extend beyond the Maturity Date; and
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(d) notwithstanding the provisions of clause (c) no Interest Period shall have a duration of
less than one (1) month (unless otherwise permitted by Agent), and if any Interest Period applicable to a
Fixed Rate Borrowing would be for a shorter period, such Interest Period shall not be available hereunder
(unless otherwise permitted by Agent).

For purposes hereof, the date of a Borrowing initially shall be the date on which such Borrowing
is made and thereafter shall be the effective date of the most recent conversion or continuation of such
Borrowing.

“In-Transit Inventory” means Inventory of the Borrower which is in the possession of a common
carrier and in transit to the Borrower, which Inventory the Borrower has either paid for or is supported by
a Documentary Letter of Credit.

“Inventory” has the meaning given that term in the PPSA, and shall also include, without
limitation, all: (a) goods which (i) are leased by a Person as lessor, (ii) are held by a Person for sale or
lease or to be furnished under a contract of service, (iii) are furnished by a Person under a contract of
service, or (iv) consist of raw materials, work in process, or materials used or consumed in a business;
(b) goods of said description in transit; (c) goods of said description which are returned, repossessed or
rejected; and (d) packaging, advertising, and shipping materials related to any of the foregoing.

“Inventory Reserves” means such reserves as may be established from time to time by Agent in
Agent’s Permitted Discretion with respect to the determination of the saleability, at retail, of the Eligible
Inventory or which reflect such other factors as affect the market value of the Eligible Inventory. Without
limiting the generality of the foregoing, Inventory Reserves may, in Agent’s Permitted Discretion, include
(but are not limited to) reserves based on:

(a) obsolescence;

(b) seasonality;

(c) Shrink;

(d) imbalance;

(e) change in Inventory character;

® change in Inventory composition;

(2) change in Inventory mix;

(h) markdowns (both permanent and point of sale);

(1) retail mark-ons and markups inconsistent with prior period practice and performance,

industry standards, current business plans or advertising calendar and planned advertising events;

)] out-of-date and/or expired Inventory;

k) slow moving Inventory;

)] Inventory which is damaged, defective and return to vendor;
22

51041344.8



117

(m) work-in-process Inventory;
(n) freight and duty charges;
(o) reclamation claims; and

(p) change in Inventory quality;

provided that the foregoing reserves shall not be deducted in the computation of the Borrowing
Base in respect of Inventory that is not eligible for the Borrowing Base, it being the intention of the
parties to avoid duplication of ineligibility and reserves.

“Investment” means, as to any Person, any direct or indirect acquisition or investment by such
Person, whether by means of (a) the purchase or other acquisition of Equity Interests of another Person, a
loan, advance or capital contribution to, (b) Guarantee or assumption of debt of, or purchase or other
acquisition of any other debt or interest in, another Person, or (c) any Acquisition. For purposes of
covenant compliance, the amount of any Investment shall be the amount actually invested, without
adjustment for subsequent increases or decreases in the value of such Investment,

“Investment Property” has the meaning given to such term in the PPSA.

“ISP” means, with respect to any Letter of Credit, the “International Standby Practices 1998”
published by the Institute of International Banking Law & Practice (or such later version thereof as may
be in effect at the time of issuance).

“Issuer Documents” means with respect to any Letter of Credit, the Letter Credit Application, and
any other document, agreement and instrument entered into by the L/C Issuer and the Borrower or in
favor of the L/C Issuer and relating to any such Letter of Credit.

“ITA” means the /ncome Tax Act (Canada), and the regulations promulgated thereunder, as
amended and in effect.

“Joinder Agreement” means an agreement, in form satisfactory to Agent pursuant to which a
Person becomes a party to, and bound by the terms of, this Agreement and/or the other Loan Documents
in the same capacity and to the same extent as either a Borrower or a Guarantor, as applicable.

“Laws” means each international, foreign, federal, state, provincial, territorial, municipal, and
local statute, treaty, rule, guideline, regulation, ordinance, code and administrative or judicial precedent or
authority, including the interpretation or administration thereof by any Governmental Authority charged
with the enforcement, interpretation or administration thereof, and each applicable administrative order,
directed duty, request, license, authorization and permit of, and agreement with, any Governmental
Authority, in each case whether or not having the force of law.

“L/C Advance” means, with respect to each Lender, such Lender’s funding of its participation in
any L/C Borrowing in accordance with its Applicable Percentage.

“L/C Borrowing” means an extension of credit resulting from a drawing under any Letter of
Credit which has not been reimbursed on the date when made or refinanced as a Committed Borrowing,.

“L/C Credit Extension” means, with respect to any Letter of Credit, the issuance thereof or
extension of the expiry date thereof, or the increase of the amount thereof or the renewal thereof.
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“L/C Issuer” means Royal Bank in its capacity as issuer of Letters of Credit hereunder. The L/C
Issuer may, in its Permitted Discretion, arrange for one or more Letters of Credit to be issued by Affiliates
or branches of the L/C Issuer and/or for such Affiliate or branch to act as an advising, transferring,
confirming and/or nominated bank in connection with the issuance or administration of any such Letter of
Credit, in which case the term “L/C Issuer” shall include any such Affiliate or branch with respect to
Letters of Credit issued by such Affiliate or branch.

“L/C Obligations” means, as at any date of determination, the aggregate undrawn amount
available to be drawn under all outstanding Letters of Credit plus the aggregate of all Unreimbursed
Amounts, including all L/C Borrowings. For purposes of computing the amount available to be drawn
under any Letter of Credit, the amount of such Letter of Credit shall be determined in accordance with
Section 1.6. For all purposes of this Agreement, if on any date of determination a Letter of Credit has
expired by its terms but any amount may still be drawn thereunder by reason of the operation of any rule
of the ISP or any article of the UCP, such Letter of Credit shall be deemed to be “outstanding” in the
amount so remaining available to be drawn.

“Lease” means any agreement, whether written or oral, no matter how styled or structured,
pursuant to which the Borrower is entitled to the use or occupancy of any space in a structure, land,
improvements or premises for any period of time.

“Lender” has the meaning specified in the introductory paragraph hereto.

“Lending Office” means, as to any Lender, the office or offices of such Lender described as such
in such Lender’s Administrative Questionnaire, or such other office or offices as a Lender may from time
to time notify the Borrower and Agent.

“Letter of Credit” means each Standby Letter of Credit and each Documentary Letter of Credit
issued hereunder.

“Letter of Credit Application” means an application and agreement for the issuance or
amendment of a Letter of Credit in the form from time to time in use by the L/C Issuer.

“Letter of Credit Disbursement” means a payment made by the L/C Issuer pursuant to a Letter of
Credit.

“Letter of Credit Expiration Date” means the day that is seven days prior to the Maturity Date
then in effect (or, if such day is not a Business Day, the next preceding Business Day).

“Letter of Credit Fee” has the meaning specified in Section 2.3(1).
“Letter of Credit Indemnified Costs” has the meaning specified in Section 2.3(f).
“Letter of Credit Related Person” has the meaning specified in Section 2.3(f).

“Letter of Credit Sublimit” means an amount equal t_ Letter of Credit Sublimit
is part of, and not in addition to, the Aggregate Commitments. A permanent reduction of the Aggregate
Commitments shall not require a corresponding pro rata reduction in the Letter of Credit Sublimit;
provided, however, that if the Aggregate Commitments are reduced to an amount less than the Letter of
Credit Sublimit, then the Letter of Credit Sublimit shall be reduced to an amount equal to (or, at the
Borrower’s option, less than) the Aggregate Commitments.
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“LIBO Borrowing” means a Borrowing comprised of LIBO Rate Loans.

“LIBO Rate” means for any Interest Period with respect to a LIBO Rate Loan, the rate per annum
which appears on the Reuters Screen LIBOR0O! page as of 11:00 a.m., London time, on the second
London Business Day preceding the first day of such Interest Period (or if such rate does not appear on
the Reuters Screen LIBORO1 Page, then the rate as determined by Agent from another recognized source
or interbank quotation), for a term, and in an amount, comparable to the Interest Period and the amount of
the LIBO Rate Loan requested (whether as an initial LIBO Rate Loan or as a continuation of a LIBO Rate
Loan or as a conversion of a Base Rate Loan to a LIBO Rate Loan) by the Borrower in accordance with
this Agreement (and, if any such rate is below zero, the LIBO Rate shall be deemed to be zero), which
determination shall be made by Agent and shall be conclusive in the absence of manifest error. If such
rate is not available at such time for any reason, then the “LIBO Rate” for such Interest Period shall be the
rate per annum determined by Agent to be the rate at which deposits in U.S. Dollars for delivery on the
first day of such Interest Period in same day funds in the approximate amount of the LIBO Rate Loan
being made, continued or converted by Royal Bank and with a term equivalent to such Interest Period
would be offered to Royal Bank by major banks in the London interbank Eurodollar market in which
Royal Bank participates at their request at approximately 11:00 a.m. (London time) two Business Days
prior to the commencement of such Interest Period.

“LIBO Rate Loan” means a Committed Loan that bears interest at a rate based on the Adjusted
LIBO Rate.

“Lien” means (a) any mortgage, deed of trust, pledge, hypothecation, deed of hypothec,
assignment, deposit arrangement, encumbrance, lien (statutory or other), trust (statutory, constructive,
deemed or otherwise) charge, or preference, priority or other security interest or preferential arrangement
in the nature of a security interest of any kind or nature whatsoever (including any conditional sale,
Capital Lease Obligation, Synthetic Lease Obligation, or other title retention agreement, any easement,
servitude, right of way or other encumbrance on title to real property, and any financing lease having
substantially the same economic effect as any of the foregoing), and (b) in the case of securities, any
purchase option, call or similar right of a third party with respect to such securities.

“Liquidation” means the exercise by Agent of those rights and remedies accorded to Agent under
the Loan Documents and applicable Law as a creditor of the Loan Parties with respect to the realization
on the Collateral, including (after the occurrence and during the continuation of an Event of Default) the
conduct by the Borrower acting with the consent of Agent, of any public, private or “going out of
business”, “store closing”, or other similarly themed sale or other disposition of the Collateral for the
purpose of liquidating the Collateral. Derivations of the word “Liquidation” (such as “Liquidate™) are

used with like meaning in this Agreement.

“Loan” means an extension of credit by a Lender to the Borrower under Article II in the form of a
Committed Loan and, as applicable, an extension of credit by the Swingline Lender to the Borrower under
Section 2.16 as a Swingline Loan.

“Loan Account” has the meaning assigned to such term in Section 2.10(a).

“Loan Cap” means, at any time of determination, the lesser of (a) the Aggregate Commitments
and (b) the Borrowing Base.

“Loan Documents” means this Agreement, each Note, each Issuer Document, the Fee Letter, all

Borrowing Base Certificates, the Cash Management Agreements, the Security Documents, each Facility
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Guarantee and any other instrument or agreement now or hereafter executed and delivered in connection
herewith, or in connection with any transaction arising out of any Cash Management Services and Bank
Products provided by Agent or any of its Affiliates or branches, each as amended and in effect from time
to time; provided that for purposes of the definition of “Material Adverse Effect” and Article VII, “Loan
Documents” shall not include agreements relating to Cash Management Services and Bank Products.

“Loan Parties” means, collectively, the Borrower and any Guarantor (or, if more than one,
Guarantors), and “Loan Party” means any one such Person individually.

“Local Disbursement DDA” means a DDA or Securities Account maintained by the Borrower,
the only contents of which may be transfers from the Funding Account used solely for petty cash
purposes and payroll.

“London Business Day” means a day on which commercial banks are open for general business
(including dealings in foreign exchange and foreign currency deposits) in London, England.

“Maintenance Capital Expenditures” means, in respect of any Measurement Period, all Capital
Expenditures incurred during such Measurement Period to sustain current revenues and profits and/or to
maintain and preserve the Borrower’s then existing operations.

“Material Adverse Effect” means (a) a material adverse change in, or a material adverse effect
upon, the operations, business, properties, liabilities (actual or contingent), or financial condition of the
Borrower and its Subsidiaries taken as a whole; (b) a material impairment of the ability of the Loan
Parties to perform their material obligations under any Loan Document; or (¢) a material impairment of
the rights and remedies of Agent or the Lenders under any Loan Document or a material adverse effect
upon the legality, validity, binding effect or enforceability against any Loan Party of any Loan Document
to which it is a party.

“Material Contract” means, with respect to any Person, each contract to which such Person is a
party which is material to the business, condition (financial or otherwise), operations, performance, or
properties of such Person and its Subsidiaries taken as a whole, for which breach, non-performance,
cancellation, termination or failure to renew could reasonably be expected to have a Material Adverse
Effect.

“Material Indebtedness” means Indebtedness (other than the Obligations) of the Loan Parties in
an aggregate principal amount exceeding_ purposes of determining the amount of Material
Indebtedness at any time, (a) the amount of the obligations in respect of any Swap Contract at such time
shall be calculated at the Swap Termination Value thereof, (b) undrawn committed or available amounts
shall be included, and (c) all amounts owing to all creditors under any combined or syndicated credit
arrangement shall be included.

“Maturity Date” means the third anniversary of the Closing Date.
“Maximum Rate” has the meaning specified in Section 10.9.

“Measurement Period” means, at any date of determination, the most recently completed thirteen
Fiscal Periods of the Borrower.

“Moody’s” means Moody’s Investors Service, Inc. and any successor thereto.
y y ) y
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“Moﬁgage” means any mortgage, immovable hypothec or other agreement which conveys or
evidences a Lien in favor of Agent, for the benefit of the Credit Parties, on real property of a Loan Party,
including any amendment, restatement, modification or supplement thereto.

“Mortgaged Property” means each parcel of Eligible Real Estate specified on Schedule 1.01 in
respect of which a Mortgage is to be delivered, or has been delivered, by the applicable Loan Party to
Agent for the benefit of the Credit Parties pursuant to this Agreement.

“Net Proceeds” means (a) with respect to any Disposition by any Loan Party, or any
Extraordinary Receipt received or paid to the account of any Loan Party, the excess, if any, of (i) the sum
of cash and cash equivalents received in connection with such transaction (including any cash or cash
equivalents received by way of deferred payment pursuant to, or by monetization of, a note receivable or
otherwise, but only as and when so received) over (ii) the sum of (A) the principal amount of any
Indebtedness that is secured by the applicable asset by a Lien pérmitted hereunder which is senior to
Agent’s Lien on such asset and that is required to be repaid (or to establish an escrow for the future
repayment thereof) in connection with such transaction (other than Indebtedness under the Loan
Documents), (B) the reasonable and customary out-of-pocket expenses incurred by such Loan Party in
connection with such transaction (including, without limitation, appraisals, and brokerage, legal, title and
recording or transfer tax expenses and commissions) paid by any Loan Party to third parties (other than
Affiliates)); and (b) with respect to the incurrence or issuance of any Indebtedness by any Loan Party, the
excess of (i) the sum of the cash and cash equivalents received in connection with such transaction over
(ii) the underwriting discounts and commissions, and other reasonable and customary out-of-pocket
expenses, incurred by such Loan Party in connection therewith.

“Non-Consenting Lender” has the meaning specified in Section 10.1.
“Non-Defaulting Lender” means each Lender other than a Defaulting Lender.

“Note” means a promissory note made by the Borrower in favor of a Lender evidencing Loans
made by such Lender, substantially in the form of Exhibit B.

“Obligations” means all advances to, and debts (including principal, interest, fees, costs, and
expenses), liabilities, obligations, covenants, indemnities, and duties of, any Loan Party arising under any
Loan Document or otherwise with respect to any Loan or Letter of Credit (including payments in respect
of reimbursement of disbursements, interest thereon and obligations to provide cash collateral therefor),
whether direct or indirect (including those acquired by assumption), absolute or contingent, due or to
become due, now existing or hereafter arising and including interest, fees, costs, expenses and indemnities
that accrue after the commencement by or against any Loan Party of any proceeding under any Debtor
Relief Laws naming such Person as the debtor in such proceeding, regardless of whether such interest,
fees, costs, expenses and indemnities are allowed claims in such proceeding.

“Organization Documents” means, (a) with respect to any corporation, the certificate or articles
of incorporation and the bylaws (or equivalent or comparable constitutive documents with respect to any
jurisdiction); (b) with respect to any limited liability company or unlimited liability company, the
certificate of incorporation, memorandum and articles of association or articles of formation or
organization and operating agreement; (c) with respect to any partnership, joint venture, trust or other
form of business entity, the partnership, joint venture or other applicable agreement of formation or
organization and any agreement, instrument, filing or notice with respect thereto filed in connection with
its formation or organization with the applicable Governmental Authority in the jurisdiction of its
formation or organization and, if applicable, any certificate or articles of formation or organization of
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such entity; and (d) in each case, all shareholder or other equity holder agreements, voting trusts and
similar arrangements to which a Loan Party is a party or which is applicable to its Equity Interests and all
other arrangements to which a Loan Party is a party relating to the Control or management of such Loan
Party.

“Other Liabilities” means any obligation on account of (i) any Cash Management Services
furnished to any of the Loan Parties or any of their Subsidiaries and/or (ii) any Bank Product entered into
with any Loan Party, as each may be amended from time to time.

“Other Taxes” means all present or future stamp or documentary taxes or any other excise or
property taxes, charges or similar levies arising from any payment made hereunder or under any other
Loan Document or from the execution, delivery or enforcement of, or otherwise with respect to, this
Agreement or any other Loan Document.

“Outstanding Amount” means (a) with respect to Committed Loans on any date, the aggregate
outstanding principal amount thereof after giving effect to any borrowings and prepayments or
repayments of Committed Loans, as the case may be, occurring on such date; and (b) with respect to any
L/C Obligations on any date, the amount of such L/C Obligations on such date after giving effect to any
L/C Credit Extension occurring on such date and any other changes in the aggregate amount of the L/C
Obligations as of such date, including as a result of any reimbursements by the Borrower of
Unreimbursed Amounts.

“Over-advance” means a Credit Extension to the extent that, immediately after its having been
made, Availability is less than zero.

“Participant” has the meaning specified in Section 10.6(d).
“Participant Register” has the meaning specified in Section 10.6(c).

“PBA” means the Pension Benefit Standards Act (British Columbia), Pension Benefits Act
(Ontario), the Supplemental Pension Plans Act (Québec), or similar legislation of any other applicable
federal or provincial jurisdiction (or any successor statute), as amended from time to time, and includes
all regulations thereunder.

“Pension Event” means (a) the filing of a notice of intent to terminate in whole or in part a Plan or
the treatment of a Plan amendment as a termination or partial termination thereof, or (b) the institution of
proceedings by any Governmental Authority to terminate in whole or in part or have a trustee or third
party administrator appointed to administer a Plan.

“Permitted Discretion” means a determination made in good faith and in the exercise of
reasonable (from the perspective of a secured asset-based lender) business judgment.

“Permitted Disposition” means any of the following;

(a) Dispositions of Inventory in the ordinary course of business;

(b) licenses of Intellectual Property of the Borrower in the ordinary course of business,
provided that any such license shall expressly provide that it is subject to the rights of Agent to use such

Intellectual Property, without payment of any royalty or other amounts, in connection with any
Liquidation;
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(c) leases, subleases, space leases, licenses or sublicenses, in each case in the ordinary course
of business and which do not materially interfere with the business of the Borrower, including licenses for
the conduct of licensed departments within the Borrower’s Stores in the ordinary course of business;
provided that, if requested by Agent, Agent shall have entered into an intercreditor agreement with the
Person operating such licensed department on terms and conditions reasonably satisfactory to Agent;

(d) Dispositions of Equipment, Inventory and Intellectual Property in the ordinary course of
business consistent with past practices, that is substantially worn, damaged, obsolete or, in the judgment
of the Borrower, no longer useful or necessary in its business;

(e) Dispositions by a Guarantor or Subsidiary to the Borrower and by the Borrower to a
Guarantor;
() Dispositions of Real Estate of any Loan Party (or sales of any Person or Persons created

to hold such Real Estate or the Equity Interests in such Person or Persons), including sale-leaseback
transactions involving any such Real Estate pursuant to leases on market terms, as long as (A) no Event of
Default shall have occurred and be continuing or would result from such Disposition, (B) such
Disposition is made for fair market value, (C) in the case of any sale-leaseback transaction permitted
hereunder, such Loan Party shall use commercially reasonable efforts to cause, if requested by Agent,
each purchaser or transferee to enter into a Collateral Access Agreement on terms and conditions
reasonably satisfactory to Agent, (D) all Net Proceeds received in connection with such Disposition are
applied to the Secured Obligations if then required in accordance with Section 2.4 hereof, and (E) if such
Real Estate is Borrowing Base Real Estate Collateral, the Borrower shall have delivered a pro forma
Borrowing Base Certificate to Agent demonstrating that, after giving effect to such Disposition,
Availability is at least equal to the greater of (i of the Loan Cap
and (i1

(2 Dispositions consisting of the compromise, settlement or collection of accounts
receivable in the ordinary course of business, consistent with past practices;

(h) Dispositions of Cash and Cash Equivalents, in each case in the ordinary course of
business; and

(i) in any Fiscal Year, Dispositions outside the ordinary course of business by the Borrower
of assets with an aggregate value of up to - long as the Borrower applies the Net Proceeds
of any such sales or other Dispositions to repay any outstanding Loan.

For the avoidance of doubt, transactions that are expressly permitted by Sections 7.1 and 7.2 of
this Agreement that may be construed as constituting a “Disposition” of property by a Loan Party or any
of its Subsidiaries shall not be prohibited by operation of Section 7.5.

“Permitted Encumbrances” means:

(a) Liens imposed by law for Taxes that are not delinquent or are being contested in
compliance with Section 6.4;

(b) carriers’, warehousemen’s, mechanics’, materialmen’s, repairmen’s and other like Liens
imposed by applicable Law, arising in the ordinary course of business and securing obligations that are
not overdue by more than thirty (30) days or are being contested in compliance with Section 6.4;
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(c) pledges and deposits made in the ordinary course of business in compliance with
workers’ compensation, unemployment insurance and other social security or similar laws or regulations,
other than any Lien imposed by the PBA;

(d) deposits to secure the performance of bids, trade contracts, government contracts and
leases (other than Indebtedness), statutory obligations, surety, stay, customs and appeal bonds,
performance bonds and other obligations of a like nature incurred in the ordinary course of business;

(e) Liens in respect of attachments, awards for payment of money or judgments that are
being contested in compliance with Section 6.4, in each case that would not constitute an Event of Default
hereunder;

43 easements, servitudes, covenants, conditions, restrictions, building code laws, zoning
restrictions, rights-of-way and similar encumbrances on real property imposed by law or arising in the
ordinary course of business that do not secure any monetary obligations and do not materially detract
from the value of the affected property or materially interfere with the ordinary conduct of business of the
Loan Parties, taken as a whole, and such other minor title defects or survey matters that are disclosed by
current surveys that, in each case, do not materially interfere with the current use of the real property;

(2) Liens existing on the Closing Date and listed on Schedule 7.1 and any renewals or
extensions thereof (including in connection with a Permitted Refinancing of Permitted Indebtedness
secured thereby), provided that (i) the property covered thereby is not changed, other than after-acquired
property incorporated therein and proceeds and products thereof, (ii) the amount secured or benefited
thereby is not increased except to the extent permitted hereunder, (iii) the direct or any contingent obligor
or obligors with respect thereto is not changed, and (iv) any refinancing, renewal or extension of the
obligations secured or benefited thereby is otherwise permitted hereunder;

(h) Liens on fixed or capital assets acquired by any Loan Party that are permitted under
clause (c) of the definition of Permitted Indebtedness so long as (i) such Liens and the Indebtedness
secured thereby are incurred prior to or within one hundred eighty (180) days after such acquisition,
(ii) the Indebtedness secured thereby does not exceed the cost of acquisition of such fixed or capital assets
and (iii) such Liens shall not extend to any other property or assets of the Loan Parties;

(1) Liens in favor of Agent;

() statutory landlords’ and lessors’ Liens in respect of rent not in default or being contested
in compliance with Section 6.4;

(k) possessory Liens in favor of brokers and dealers arising in connection with the
acquisition or disposition of Investments owned as of the Closing Date and Permitted Investments,
provided that such Liens (i) attach only to such Investments and (ii) secure only obligations incurred in
the ordinary course and arising in connection with the acquisition or disposition of such Investments and
not any obligation in connection with margin financing;

)] banker’s liens, liens in favor of securities intermediaries, rights of set-off or similar rights
and remedies as to deposit accounts or securities accounts or other funds maintained with depository
institutions or securities intermediaries arising in the ordinary course of business;

(m) Liens arising from precautionary PPSA filings regarding “true” operating leases or, to the

extent permitted under the Loan Documents, the consignment of goods to the Borrower;
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(n) voluntary Liens on property (other than property owned by the Borrower and of the type
included in the Borrowing Base) in existence at the time such property is acquired pursuant to a Permitted
Investment; provided, that such Liens are not incurred in connection with or in anticipation of such
Permitted Investment and do not attach to any other assets of any Loan Party;

(0) Liens in favor of customs and revenues authorities imposed by applicable Law arising in
the ordinary course of business in connection with the importation of goods and (i) securing obligations
that are being contested in good faith by appropriate proceedings, (ii) the Borrower has set aside on its
books adequate reserves with respect thereto in accordance with GAAP and (iii) such contest effectively
suspends collection of the contested obligation and enforcement of any Lien securing such obligation;

(p) Liens (i) on cash advances in favor of the seller of any property to be acquired in any
Permitted Investment to be applied against the purchase price for such Permitted Investment, and
(ii) consisting of an agreement to transfer any property in a Permitted Disposition, in each case, solely to
the extent such Investment or Disposition, as the case may be, would constitute a Permitted Investment or
a Permitted Disposition, as the case may be, on and as of the date of the creation of such Lien;

(@ any interest or title of a lessor or sublessor under leases or subleases or secured by a
lessor’s or sublessor’s interests under leases entered into by the Borrower in the ordinary course of
business;

(r) Liens in respect of the licensing of patents, copyrights, trademarks, trade names, other
indications of origin, domain names and other forms of Intellectual Property in the ordinary course of
business provided that any such license shall expressly provide that it is subject to the rights of Agent to
use such Intellectual Property, without payment of any royalty or other amounts, in connection with any
Liquidation;

(s) Liens arising out of conditional sale, title retention, consignment or similar arrangements
for sale of goods;

(t) Liens on insurance policies and insurance proceeds thereof incurred in the ordinary
course of business in connection with the financing of insurance premiums;

(u) leases or subleases, in each case to the extent (i) permitted hereby, (ii) in the ordinary
course of business, and (iii) not materially interfering with the business of the Borrower; and

v) other Liens on assets other than those of the type included in the Borrowing Base
securing obligations outstanding in an aggregate principal amount not to exceed _ at any time.

“Permitted Indebtedness” means each of the following as long as no Event of Default exists or
would arise from the incurrence thereof:

(a) Indebtedness outstanding on the Closing Date and listed on Schedule 7.3 and any
Permitted Refinancings thereof;

(b) Indebtedness of any Guarantor owed to the Borrower;

() purchase money Indebtedness of the Borrower to finance the acquisition of any fixed or
capital assets, including Capital Lease Obligations and Synthetic Lease Obligations, and any Indebtedness
assumed in connection with the acquisition of any such assets or secured by a Lien on any such assets
prior to the acquisition thereof, provided that the total principal amount of such Indebtedness under this
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clause (c) shall not exceed in aggregate the sum of _ outstanding at any time, and any Permitted
Refinancings of the foregoing;

(d) obligations (contingent or otherwise) of the Borrower existing or arising under any Swap
Contract, provided that such obligations are (or were) entered into by such Person in the ordinary course
of business for the purpose of directly mitigating risks associated with fluctuations in interest rates or
foreign exchange rates, and not for purposes of speculation or taking a “market view”;

(e) contingent Indebtedness in respect of performance bonds, bid bonds, appeal bonds, surety
bonds, performance and completion guarantees and similar obligations, or obligations in respect of letters
of credit, bank guarantees or similar instruments related thereto, in each case provided in the ordinary
course of business;

€3] Indebtedness secured by any property or asset (which would not, upon acquisition by a
Loan Party, constitute Collateral) purchased in a transaction in compliance with this Agreement (other
than Indebtedness incurred solely in contemplation of such acquisition);

(& the Secured Obligations;

(h) Indebtedness constituting indemnification obligations or obligations in respect of
purchase price or other similar adjustments in connection with Permitted Investments and Permitted
Dispositions; and (ii) Indebtedness consisting of obligations of the Borrower under deferred
compensation or other similar arrangements incurred by the Borrower in connection with any Permitted

Investment;

(1) Indebtedness incurred in the ordinary course of business in connection with the financing
of insurance premiums;

)] Indebtedness representing deferred compensation to directors, officers and employees of
the Borrower incurred in the ordinary course of business;

(k) to the extent constituting Indebtedness, awards for payment of money or judgments, in
each case that would not constitute an Event of Default hereunder;

)] Indebtedness in respect of netting services, overdraft protections and similar
arrangements and related liabilities arising from treasury, depository and cash management services or

any automated clearing house transfers of funds in the ordinary course of business; or

(m) other Indebtedness; provided that the total amount of such Indebtedness incurred
pursuant to this clause (m) shall not exceed in the aggregate $- outstanding at any time. *

“Permitted Investments” means each of the following:
(a) Cash Equivalents;

(b) Investments existing on the Closing Date, and set forth on Schedule 7.2, but not any
increase in the amount thereof or any other modification of the terms thereof;

(c) Investments existing on the Closing Date by the Borrower in the Guarantor;
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(d) Investments consisting of extensions of credit in the nature of accounts receivable or
notes receivable arising from the grant of trade credit in the ordinary course of business. and Investments
received in satisfaction or partial satisfaction thereof from financially troubled account debtors to the
extent reasonably necessary in order to prevent or limit loss:

(® Guarantees constituting Permitted Indebtedness:

® Investments made to fund Capital Expenditures, to the extent such Capital Expenditures
are peritted to be incurred hereunder:;

() Investments by the Borrower in Swap Contracts entered into in the ordinary course of
business and for bona fide business (and not speculative purposes) to protect against fluctuations in
interest rates. commodity prices or currency exchange rates;

() Investments received in connection with the bankruptcy, insolvency, proposal,
arrangement or reorganization of. or settlement of delinquent accounts and disputes with, customers and
suppliers, in each case in the ordinary course of business:

1) advances made in connection with the purchase of goods or services in the ordinary
course of business;

) promissory notes and other non-cash consideration received in connection with Permitted
Dispositions. provided that, with respect to any Permitted Disposition of Collateral. any such promissory
notes received in connection therewith shall be delivered to Agent in accordance with the Security
Agreement:

') security. utility, and other similar deposits in the ordinary course of business:

D Investments approved by the Agent. acting on the instructions of the Required Lenders,
in their Permitted Discretion; and

() other Investments of the types not described above, provided that the total amount of all
such Investments, together with any Permitted Indebtedness of the type described in clause (r) of the
definition of such term, shall not exceed the aggregate sumn of $ outstanding at any time.

“Permitted Over-advance” means an Over-advance made by Agent, in its Permitted Discretion,
which:

(a) is made to (i) maintain, protect or preserve the Collateral and/or the Credit Parties” rights
under the Loan Documents or which is otherwise for the benefit of the Credit Parties. (ii) enhance the
likelihood of, or to maximize the amount of, repayment of any Secured Obligation, or (iii) pay any other
amount chargeable to any Loan Party hereunder; and

(b) together with all other Permitted Over-advances then outstanding, shall not (i) exceed
*) of the Borrowing Base at any time and (ii) unless a Liquidation is occurring, remain
outstanding for more than — consecutive Business Days. unless in each case, the Required

Lenders otherwise agree:

provided however, that the foregoing shall not (A) modify or abrogate any of the provisions of
Section 2.3 regarding the Lenders’ obligations with respect to Letters of Credit, or (B) result in any claim
or liability against Agent (regardless of the amount of any Over-advance) for Unintentional Over
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advances and such Unintentional Over-advances shall not reduce the amount of Permitted Over-advances
allowed hereunder, and further provided that in no event shall Agent make an Over-advance, if after
giving effect thereto, the principal amount of the Credit Extensions would exceed the Aggregate
Commitments (as in effect prior to any termination of the Commitments pursuant to Section 2.5 hereof).

“Permitted Refinancing” means, with respect to any Person, any Indebtedness issued in exchange
for, or the net proceeds of which are used to extend, refinance, renew, replace, defease or refund
(collectively, to “Refinance”), the Indebtedness being Refinanced (or previous refinancings thereof
constituting a Permitted Refinancing); provided, that (a) the principal amount (or accreted value, if
applicable) of such Permitted Refinancing does not exceed the principal amount (or accreted value, if
applicable) of the Indebtedness so Refinanced (plus unpaid accrued interest and premiums thereon and
underwriting discounts, defeasance costs, fees, commissions and expenses); (b) the weighted average life
to maturity of such Permitted Refinancing is greater than or equal to the weighted average life to maturity
of the Indebtedness being Refinanced; (c) such Permitted Refinancing shall not require any scheduled
principal payments due prior to the Maturity Date in excess of, or prior to, the scheduled principal
payments due prior to such Maturity Date for the Indebtedness being Refinanced; (d) if the Indebtedness
being Refinanced is subordinated in right of payment to the Secured Obligations under this Agreement,
such Permitted Refinancing shall be subordinated in right of payment to such Secured Obligations on
terms at least as favorable to the Credit Parties as those contained in the documentation governing the
Indebtedness being Refinanced; (¢) no Permitted Refinancing shall have different direct or indirect
obligors, or greater guarantees or security, than the Indebtedness being Refinanced; (f) except for items
described in clauses (b), (c), (d), (e) and (g), such Permitted Refinancing shall be otherwise on terms not
materially less favorable to the Credit Parties than those contained in the documentation governing the
Indebtedness being Refinanced, including, without limitation, with respect to amortization, maturity,
financial and other covenants; (g) the interest rate applicable to any such Permitted Refinancing shall not
exceed the then applicable market interest rate; and (h) at the time thereof, no Event of Default shall have
occurred and be continuing.

“Person” means any natural person, corporation, limited liability company, unlimited liability
company, other body corporate, trust, joint venture, association, company, partnership, limited
partnership, Governmental Authority or other entity.

“Plan” means a “registered pension plan” as such term is defined in the ITA and that is either
(a) maintained or sponsored by a Loan Party for employees or former employees; or (b) maintained
pursuant to a collective bargaining agreement, or other arrangement under which more than one employer
makes contributions, and to which a Loan Party is making or accruing an obligation to make
contributions.

“Platform”™ has the meaning specified in Section 6.2.

“PPSA” means the Personal Property Security Act (British Columbia) and the regulations
promulgated thereunder, as amended from time to time, provided if validity, perfection and effect of
perfection and non-perfection of Agent's security interest in or Lien on any Collateral of any Loan Party
are governed by the personal property security laws of any jurisdiction other than British Columbia,
PPSA shall mean those personal property security laws (including the Civil Code of Quebec) in such
other jurisdiction for the purposes of the provisions hereof relating to such validity, perfection, and effect
of perfection and non- perfection and for the definitions related to such provisions, as from time to time in
effect.
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“Prepayment Event” means (a) any Disposition (including pursuant to a sale and leaseback
transaction) of any Borrowing Base Real Estate Collateral of any Loan Party, other than Dispositions
described in clauses (¢) and (e) of the definition of Permitted Disposition, or (b) any casualty or other
insured damage to, or any expropriation or taking under power of eminent domain or by condemnation or
similar proceeding of. any Borrowing Base Real Estate Collateral of any Loan Party.

“Prime Rate™ means, for any day, a fluctuating interest rate per annum equal to the higher of

a) the BA Rate in effect at the time of determination for a 30-day Interest Period pluﬁq

_), or (b) the rate of interest in effect for such day as publicly announced from time to time by
Royal Bank as its Canadian Dollar “prime rate”. The Canadian Dollar “prime rate™ is a rate set by Royal
Bank based upon various factors including Royal Bank’s costs and desired return, general economic
conditions and other factors, and is used as a reference point for pricing some Canadian Dollar loans in
Canada, which may be priced at, above, or below such announced rate. Any change in such rate

announced by Royal Bank shall take effect at the opening of business on the day specified in the public
announcement of such change.

“Prime Rate Loan” means a Loan in Canadian Dollars that bears interest based on the Prime Rate.

“Qualified Lender” means a financial institution that is listed on Schedule I, II, or III of the Bank
Act (Canada) or is not a foreign bank for purposes of the Bank Act (Canada), and if such financial
institution is not resident in Canada and is not deemed to be resident in Canada for purposes of the ITA,
that financial institution deals at arm’s length with the Borrower for purposes of the ITA.

“Real Estate” means (a) all Leases and (b) all owned real property, in each case, together with the
buildings. structures, parking areas, and other improvements thereon. now or hereafter owned or leased by
any Loan Party. including. as applicable, all leases. tenancies, and occupancies thereof and all easements.
servitudes, rights-of-way. and similar rights relating thereto.

“Real Estate Appraisals” means: (a) the Appraisal dated June 23, 2017 and prepared by CBRE
Limited Valuation and Advisory Services relating to 1030 Brand Street, Burlington, Ontario, (b) the
Appraisal dated June 23, 2017 and prepared by CBRE Limited Valuation and Advisory Services relating
to 366, 374 and 378 Richmond Road. Ottawa. Ontario. (c) the Appraisal dated June 30. 2017 and
prepared by CBRE Limited Valuation and Advisory Services relating to 784 Sheppard Avenue East,
Toronto, Ontario, (d) the Appraisal dated July 5, 2017 and prepared by Colliers Intemational relating to
830 10™ Avenue SW. Calgary, Alberta, () the Appraisal dated June 23. 2017 and prepared by Grover,
Elliott and Co. Ltd. relating to 212 Brooksbank Avenue, North Vancouver, British Columbia, and (f) the
Appraisal dated June 22. 2017 and prepared by Grover, Elliott and Co. Lid. relating to 13340 76"
Avenue, Surrey, British Columbia, in each case. of the respective real properties listed on Schedule 1.01
as being owned by the Borrower on the Closing Date, each of which are addressed to the Borrower and
Agent (or in respect of which Agent has received a reliance letter, in form and substance satisfactory to
Agent).

“Real Estate Component” means an amount equal to the lesser of (2) 8% of the fair market value
of the Borrower’s Eligible Real Estate as set forth in the Real Estate Appraisals less Reserves established
by Agent in its Permitted Discretion, and (b provided that. the Real Estate Component will
be amortized on a straight-line basis over [l years, resulting in the reduction of the amount of the Real
Estate Component, in each case, as follows: (i) on the second anniversary of the Closing Date, by an
amount equal to Jl% of the original amount of the Real Estate Component on the Closing Date, as
calculated pursuant to this definition on the Closing Date: and (ii) on the last day of each Fiscal Period
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following such second anniversary, by an amount equal to - of the original amount of the Real
Estate Component on the Closing Date, as calculated pursuant to this definition on the Closing Date.

“Receivables Reserves” means such Reserves as may be established from time to time by Agent
in Agent’s Permitted Discretion with respect to the determination of the collectability in the ordinary
course of Eligible Credit Card Receivables.

“Register” has the meaning specified in Section 10.6(c).

“Registered Public Accounting Firm” means a chartered professional accounting firm which shall
be independent of the Borrower and its Affiliates.

“Related Parties” means, with respect to any Person, such Person’s Affiliates and the partners,
directors, officers, employees, agents and advisors of such Person and of such Person’s Affiliates.

“Replacement Lender” has the meaning specified in Section 2.15(c).
“Reports” has the meaning specified in Section 9.11(b).

“Request for Credit Extension” means (&) with respect to a Borrowing, conversion or
continuation of Committed Loans, a Committed Loan Notice, and (b) with respect to an L/C Credit
Extension, a Letter of Credit Application and, if required by the L/C Issuer, a Standby Letter of Credit
Agreement or Documentary Letter of Credit Agreement, as applicable.

“Required Lenders” means, as of any date of determination, Lenders holding more than 66%% of
the Aggregate Commitments or, if the commitment of each Lender to make Loans and the obligation of
the L/C Issuer to make L/C Credit Extensions have been terminated pursuant to Section 8.2, Lenders
holding in the aggregate more than 66%:% of the Total Outstandings (with the aggregate amount of each
Lender’s risk participation and funded participation in L/C Obligations being deemed “held” by such
Lender for purposes of this definition); provided that, as long as there are two or less Lenders holding
100% of the Aggregate Commitments or, if the commitment of each Lender to make Loans and the
obligation of the L/C Issuer to make L/C Credit Extensions have been terminated pursuant to Section 8.2,
as long as there are two or less Lenders holding in the aggregate 100% of the Total Outstandings (with the
aggregate amount of each Lender’s risk participation and funded participation in L/C Obligations being
deemed “held” by such Lender for purposes of this definition), “Required Lenders” shall mean all such
Lenders; provided that the Commitment of, and the portion of the Total Outstandings held or deemed held
by, any Defaulting Lender shall be excluded for purposes of making a determination of Required Lenders.

“Reserves” means all (if any) Inventory Reserves, Availability Reserves, and Receivables
Reserves.

“Responsible Officer” means the chief executive officer, president, executive vice president, chief
financial officer, director of finance or controller of the Borrower (or other Loan Party, as applicable), or
any of the other individuals designated in writing to Agent by an existing Responsible Officer of the
Borrower as an authorized signatory of any certificate or other document to be delivered hereunder. Any
document delivered hereunder that is signed by a Responsible Officer of the Borrower, or other Loan
Party, shall be conclusively presumed to have been authorized by all necessary corporate action on the
part of the Borrower or such other Loan Party, and such Responsible Officer shall be conclusively
presumed to have acted on behalf of the Borrower or such other Loan Party.
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“Restricted Payment” means any dividend or other distribution (whether in cash, securities or
other property) with respect to any capital stock or other Equity Interest of any Person or any of its
Subsidiaries, or any payment (whether in cash, securities or other property), including any sinking fund or
similar deposit, on account of the purchase, redemption, retirement, defeasance, acquisition, cancellation
or termination of any such capital stock or other Equity Interest, or on account of any return of capital to
such Person’s stockholders, partners or members (or the equivalent of any thereof), or any option, warrant
or other right to acquire any such dividend or other distribution or payment. Without limiting the
foregoing, “Restricted Payments” with respect to any Person shall also include all payments made by such
Person with any proceeds of a dissolution or liquidation of such Person. For the avoidance of doubt, the
purchase by any Loan Party of all or any part of any Equity Interest owned by another Person in a Person
in which such Loan Party also owns an Equity Interest (for example, a joint venture) shall not be deemed
a Restricted Payment (provided that the foregoing shall not mean that such purchase does not constitute
an Investment (subject to the restrictions of this Agreement) by the Loan Party making such purchase).

“Reuters Screen LIBORO1 Page” means the display page LIBORO1 on the Reuters service or any
successor display page, other published source, information vendor or provider that has been designated
by the sponsor of Reuters Screen LIBORO1 page.

“Royal Bank” means Royal Bank of Canada, and its successors.

“S&P” means Standard & Poor’s Ratings Services, a division of The McGraw-Hill Companies,
Inc. and any successor thereto.

“Secured Obligations” means collectively, the Obligations and the Other Liabilities.
“Securities Account” has the meaning given to such term in the PPSA.

“Security Agreement” means the General Security Agreement dated as of the Closing Date
among the Loan Parties and Agent, together with, and as the context requires, any other security
agreement or deed of hypothec executed among any Loan Party and Agent from time to time.

“Security Documents” means the Security Agreement, the Collateral Mortgages, the Control
Agreements, the Credit Card Notifications, and each other security agreement, or other instrument or
document executed and delivered to Agent pursuant to this Agreement or any other Loan Document
granting a Lien to secure any of the Secured Obligations.

“Settlement Date” has the meaning specified in Section 2.13(a).

“Shareholders’ Equity” means, as of any date of determination, consolidated members’ equity of
the Borrower and its Subsidiaries as of that date determined in accordance with GAAP.

“Shrink” means Inventory which has been lost, misplaced, stolen, or is otherwise unaccounted
for.

“Solvent” and “Solvency” means, with respect to any Person on a particular date, that on such
date (a) at fair valuation, all of the properties and assets of such Person are greater than the sum of the
debts, including contingent liabilities, of such Person, (b) the present fair saleable value of the properties
and assets of such Person is not less than the amount that would be required to pay the probable liability
of such Person on its debts as they become absolute and matured, (c) such Person is able to realize upon
its properties and assets and pay its debts and other liabilities, contingent obligations and other
commitments as they mature in the normal course of business, (d) such Person does not intend to, and
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does not believe that it will, incur debts beyond such Person’s ability to pay as such debts mature, (¢) such
Person is not engaged in a business or a transaction, and is not about to engage in a business or
transaction, for which such Person’s properties and assets would constitute unreasonably small capital
after giving due consideration to the prevailing practices in the industry in which such Person is engaged,
and (f) such Person is not an “insolvent person” within the meaning of the Bankruptcy and Insolvency Act
(Canada). The amount of all contingent liabilities at any time shall be computed as the amount that, in
light of all the facts and circumstances existing at the time, can reasonably be expected to become an
actual or matured liability.

“Spot Rate” has the meaning given to such term in Section 1.7 hereof.

“Standard Letter of Credit Practice” means, for the L/C Issuer, any domestic or foreign Law or
letter of credit practices applicable in the city in which the L/C Issuer issued the applicable Letter of
Credit or, for its branch or correspondent, such Laws and practices applicable in the city in which it has
advised, confirmed or negotiated such Letter of Credit, as the case may be, in each case, (a) which letter
of credit practices are of banks that regularly issue letters of credit in the particular city, and (b) which
laws or letter of credit practices are required or permitted under ISP or UCP, as chosen in the applicable
Letter of Credit.

“Standby Letter of Credit” means any Letter of Credit that is not a Documentary Letter of Credit
and that is issued for the account of the Borrower and (a) is used in lieu or in support of performance
guaranties or performance, surety or similar bonds (excluding appeal bonds) arising in the ordinary course
of business, (b) is used in lieu or in support of stay or appeal bonds, (c¢) supports the payment of insurance
premiums for reasonably necessary casualty insurance carried by any of the Loan Parties, (d) supports
payment or performance for identified purchases or exchanges of products or services in the ordinary
course of business, or (e) supports other obligations (other than Indebtedness) of the Borrower or any of
its Subsidiaries.

“Standby Letter of Credit Agreement” means the Standby Letter of Credit Agreement relating to
the issuance of a Standby Letter of Credit in the form from time to time in use by the L/C Issuer.

“Stated Amount” means at any time the maximum amount for which a Letter of Credit may be
honored.

“Statutory Reserve Rate” means a fraction (expressed as a decimal), the numerator of which is the
number one and the denominator of which is the number one minus the aggregate of the maximum
reserve percentages (including any marginal, special, emergency or supplemental reserves) expressed as a
decimal established by the FRB to which Agent is subject with respect to the Adjusted LIBO Rate, for
eurocurrency funding (currently referred to as “Eurocurrency Liabilities” in Regulation D of the FRB).
Such reserve percentages shall include those imposed pursuant to such Regulation D. LIBO Rate Loans
shall be deemed to constitute Eurocurrency funding and to be subject to such reserve requirements
without benefit of or credit for proration, exemptions or offsets that may be available from time to time to
any Lender under such Regulation D or any comparable regulation. The Statutory Reserve Rate shall be
adjusted automatically on and as of the effective date of any change in any reserve percentage.

“Store” means any “MEC” branded retail store (which may include any real property, fixtures,
equipment, inventory and other property related thereto) operated, or to be operated, by the Borrower.
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“Subordinated Indebtedness” means Indebtedness which is expressly subordinated in right of
payment to the prior payment in full of the Secured Obligations and which is in form and on terms
approved in writing by Agent.

“Subordination Provisions” has the meaning specified in Section 8.1(q).

“Subsidiary” of a Person means a corporation, partnership, joint venture, limited liability
company, unlimited liability company or other business entity of which a majority of the Equity Interests
having ordinary voting power for the election of directors or other governing body are at the time
beneficially owned, or the management of which is otherwise controlled, directly, or indirectly through
one or more intermediaries, or both, by such Person. Unless otherwise specified, all references herein to a
“Subsidiary” or to “Subsidiaries” shall refer to a Subsidiary or Subsidiaries of a Loan Party.

“Swap Contract” means (a) any and all rate swap transactions, basis swaps, credit derivative
transactions, forward rate transactions, commodity swaps, commodity options, forward commodity
contracts, equity or equity index swaps or options, bond or bond price or bond index swaps or options or
forward bond or forward bond price or forward bond index transactions, interest rate options, forward
foreign exchange transactions, cap transactions, floor transactions, collar transactions, currency swap
transactions, cross-currency rate swap transactions, currency options, spot contracts, or any other similar
transactions or any combination of any of the foregoing (including any options to enter into any of the
foregoing), whether or not any such transaction is governed by or subject to any master agreement, and
(b) any and all transactions of any kind, and the related confirmations, which are subject to the terms and
conditions of, or governed by, any form of master agreement published by the International Swaps and
Derivatives Association, Inc., any International Foreign Exchange Master Agreement, or any other master
agreement (any such master agreement, together with any related schedules, a “Master Agreement”),
including any such obligations or liabilities under any Master Agreement.

“Swap Termination Value” means, in respect of any one or more Swap Contracts, after taking
into account the effect of any legally enforceable netting agreement relating to such Swap Contracts,
(a) for any date on or after the date such Swap Contracts have been closed out and termination value(s)
determined in accordance therewith, such termination value(s), and (b) for any date prior to the date
referenced in clause (a), the amount(s) determined as the mark-to-market value(s) for such Swap
Contracts, as determined based upon one or more mid-market or other readily available quotations
provided by any recognized dealer in such Swap Contracts (which may include a Lender or any Affiliate
of a Lender).

“Swingline Amount” has the meaning set out in Section 2.16(a).

“Swingline Lender” means Royal Bank or such other Lender which has agreed in writing with the
Borrower to act as Swingline Lender hereunder and to provide Swingline Loans in accordance herewith.

“Swingline Loan” has the meaning set out in Section 2.16(a).

“Syndicated Borrowing” means a Committed Borrowing other than by way of a Swingline Loan
and which shall be funded by all Lenders, including, without limitation, in the circumstances
contemplated by Section 2.16(1). ‘

“Syndicated Loan” means a Committed Loan other than a Swingline Loan.

“Synthetic Lease Obligation” means the monetary obligation of a Person under (a) a so-called
synthetic, off-balance sheet or tax retention lease, or (b) an agreement for the use or possession of
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property (including sale and leaseback transactions), in each case, creating obligations that do not appear
on the balance sheet of such Person but which, upon the application of any Debtor Relief Laws to such
Person, would be characterized as the indebtedness of such Person (without regard to accounting
treatment).

“Taxes” means all present or future taxes, levies, imposts, duties, deductions, withholdings,
assessments, fees or other charges imposed by any Governmental Authority, including any interest,
additions to tax or penalties applicable thereto.

“Termination Date” means the earliest to occur of (a) the Maturity Date, (b) the date on which the
maturity of the Obligations is accelerated (or deemed accelerated) and the Commitments are irrevocably
terminated (or deemed terminated) in accordance with Article VIII, or (¢) the termination of the
Commitments in accordance with the provisions of Section 2.5 hereof.

“Total Outstandings” means the aggregate Outstanding Amount of all Loans and all L/C
Obligations.

“Type” means, with respect to a Committed Loan or Swingline Loan, its character as a Base Rate
Loan, Prime Rate Loan, LIBO Rate Loan or BA Rate Loan, as applicable.

“UCP” means, with respect to any Letter of Credit, the Uniform Customs and Practice for
Documentary Credits 2007 Revision, International Chamber of Commerce Publication No. 600 and any
subsequent revision thereof adopted by the International Chamber of Commerce on the date such Letter
of Credit is issued.

“Unfunded Pension Liability” means, at a point in time, the excess of a Plan’s benefit liabilities,
over that Plan’s assets, as set forth in the most recent actuarial valuation report filed with a Governmental
Authority, and includes any going concern unfunded liability or solvency deficiency as determined for the
purposes of the PBA.

“Unintentional Over-advance” means an Over-advance which, to Agent’s knowledge, did not
constitute an Over-advance when made but which has become an Over-advance resulting from changed
circumstances beyond the control of the Credit Parties, including, without limitation, a reduction in the
Appraised Value of property or assets included in the Borrowing Base or misrepresentation by the Loan
Parties.

“United States” and “U.S.” mean the United States of America.

“Unreimbursed Amount” has the meaning specified in Section 2.3(e).

“U.S. Dollars” and “U.S.$” mean lawful money of the United States.

“Variable Rate Loans” means, as the context requires, a Base Rate Loan or a Prime Rate Loan.

1.2 Other Interpretive Provisions.

With reference to this Agreement and each other Loan Document, unless otherwise specified
herein or in such other Loan Document:

(a) The definitions of terms herein shall apply equally to the singular and plural forms of the
terms defined. Whenever the context may require, any pronoun shall include the corresponding
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masculine, feminine and neuter forms. The words “include,” “includes” and “including” shall be
deemed to be followed by the phrase “without limitation.” The word “will” shall be construed to have the
same meaning and effect as the word “shall.” Unless the context requires otherwise, (i) any definition of
or reference to any agreement, instrument or other document (including any Organization Document)
shall be construed as referring to such agreement, instrument or other document as from time to time
amended, supplemented or otherwise modified (subject to any restrictions on such amendments,
supplements or modifications set forth herein or in any other Loan Document), (ii) any reference herein to
any Person shall be construed to include such Person’s successors and assigns, (iii) the words “herein,”
“hereof” and “hereunder,” and words of similar import when used in any Loan Document, shall be
construed to refer to such Loan Document in its entirety and not to any particular provision thereof,
(iv) all references in a Loan Document to Articles, Sections, Exhibits and Schedules shall be construed to
refer to Articles and Sections of, and Exhibits and Schedules to, the Loan Document in which such
references appear, (v) any reference to any law shall include all statutory and regulatory provisions
consolidating, amending replacing or interpreting such law and any reference to any law or regulation
shall, unless otherwise specified, refer to such law or regulation as amended, modified or supplemented
from time to time, and (vi) the words “asset” and “property” shall be construed to have the same meaning
and effect and to refer to any and all tangible and intangible assets and properties, including cash,
securities, accounts and contract rights.

(b) In the computation of periods of time from a specified date to a later specified date, the
word “from” means “from and including;” the words “to” and “until” each mean “to but excluding;” and
the word “through” means “to and including.”

(c) Section headings herein and in the other Loan Documents are included for convenience
of reference only and shall not affect the interpretation of this Agreement or any other Loan Document.

(d) Any reference herein or in any other Loan Document to the satisfaction, repayment, or
payment in full of the Obligations shall mean the repayment in the currency in which the Obligation is
denominated in full in cash or immediately available funds (or, in the case of contingent reimbursement
obligations with respect to Letters of Credit and Bank Products (other than Swap Contracts) and any other
contingent Obligation, including indemnification obligations, providing Cash Collateralization) or other
collateral as may be requested by Agent of all of the Obligations (including the payment of any
termination amount then applicable (or which would or could become applicable as a result of the
repayment of the other Obligations) under Swap Contracts) other than (i) unasserted contingent
indemnification Obligations, (ii) any Obligations relating to Bank Products (other than Swap Contracts)
that, at such time, are allowed by the applicable Bank Product provider to remain outstanding without
being required to be repaid or Cash Collateralized or other collateral as may be requested by Agent, and
(iii) any Obligations relating to Swap Contracts that, at such time, are allowed by the applicable provider
of such Swap Contracts to remain outstanding without being required to be repaid.

(e) For purposes of any Collateral located in the Province of Quebec or charged by any deed
of hypothec (or any other Loan Document) and for all other purposes pursuant to which the interpretation
or construction of a Loan Document may be subject to the laws of the Province of Quebec or a court or
tribunal exercising jurisdiction in the Province of Quebec, (i) “personal property” shall be deemed to
include “movable property”, (ii) “real property” shall be deemed to include “immovable property”,
(iii) "tangible property” shall be deemed to include “corporeal property”, (iv) “intangible property” shall

2 ‘c

be deemed to include “incorporeal property”, (v) “security interest”, “mortgage” and “lien” shall be
deemed to include a “hypothec”, “prior claim” and a “resolutory clause”, (vi) all references to filing,
registering or recording under the PPSA shall be deemed to include publication under the Civil Code of

Quebec, (vii) all references to “perfection” of or “perfected” Liens shall be deemed to include a reference
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to an “opposable” or “set up” Liens as against third parties, (viii) any “right of offset”, “right of setoff” or
similar expression shall be deemed to include a “right of compensation”, (ix) “goods” shall be deemed to
include “corporeal movable property” other than chattel paper, documents of title, instruments, money
and securities, (x) an “agent” shall be deemed to include a “mandatary”, (xi) “construction liens” shall be
deemed to include “legal hypothecs”, (xii) “joint and several” shall be deemed to include “solidary”,
(xiii) “gross negligence or willful misconduct” shall be deemed to be “intentional or gross fault”,
(xiv) “beneficial ownership” shall be deemed to include “ownership on behalf of another as mandatary”,
(xv) “easement” shall be deemed to include “servitude”, (xvi) “priority” shall be deemed to include “prior
claim”, (xvii) “survey” shall be deemed to include “certificate of location and plan”, and (xviii) “fee
simple title” shall be deemed to include “absolute ownership”. The parties hereto confirm that it is their
wish that this Agreement and any other document executed in connection with the transactions
contemplated herein be drawn up in the English language only (except if another language is required
under any applicable law) and that all other documents contemplated thereunder or relating thereto,
including notices, may also be drawn up in the English language only. Les parties aux présentes
confirment que c'est leur volonté que cette convention et les autres documents de crédit soient rédigés en
langue anglaise seulement et que tous les documents, y compris tous avis, envisagés par cette convention
et les autres documents peuvent étre rédigés en la langue anglaise seulement (sauf si une autre langue est
requise en vertu d'une loi applicable).

1.3 Accounting Terms.

(a) Generally. All accounting terms not specifically or completely defined herein shall be
construed in conformity with, and all financial data (including financial ratios and other financial
calculations) required to be submitted pursuant to this Agreement shall be prepared in conformity with,
GAAP applied on a consistent basis, as in effect from time to time, applied in a manner consistent with
that used in preparing the Audited Financial Statements, except as otherwise specifically prescribed
herein.

(b) Changes in GAAP. If at any time any “Accounting Changes” (as defined below)
would affect the computation of any financial ratio or requirement set forth in any Loan Document, and
either the Borrower or the Required Lenders shall so request, Agent, the Lenders and the Borrower shall
negotiate in good faith to amend such ratio or requirement to preserve the original intent thereof in light
of such Accounting Change (subject to the approval of the Required Lenders); provided that, until so
amended, (i) such ratio or requirement shall continue to be computed in accordance with GAAP prior to
such Accounting Change and (ii) the Borrower shall provide to Agent and the Lenders financial
statements and other documents required under this Agreement or as reasonably requested hereunder
setting forth calculations of such ratio or requirement made before giving effect to such Accounting
Change. “Accounting Changes” refers to changes in accounting principles required by the promulgation
of any rule, regulation, pronouncement or opinion by the Financial Accounting Standards Board or the
Chartered Professional Accountants of Canada, as applicable, and in all events including changes
resulting from implementation of IFRS or accounting standards for private enterprises to the extent
required by the Financial Accounting Standards Board or the Canadian Accounting Standards Board, as
applicable, and to the extent applicable to the Borrower.

14 Rounding.

Any financial ratios required to be maintained by the Borrower pursuant to this Agreement shall
be calculated by dividing the appropriate component by the other component, carrying the result to one
place more than the number of places by which such ratio is expressed herein and rounding the result up
or down to the nearest number (with a rounding-up if there is no nearest number).
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1.5 Times of Day.

Unless otherwise specified, all references herein to times of day shall be references to Eastern
time (daylight or standard, as applicable).

1.6 Letter of Credit Amounts.

Unless otherwise specified, all references herein to the amount of a Letter of Credit at any time
shall be deemed to be the Stated Amount of such Letter of Credit in effect at such time; provided,
however, that with respect to any Letter of Credit that, by its terms or the terms of any Issuer Documents
related thereto, provides for one or more automatic increases in the Stated Amount thereof, the amount of
such Letter of Credit shall be deemed to be the maximum Stated Amount of such Letter of Credit after
giving effect to all such increases, whether or not such maximum Stated Amount is in effect at such time.

1.7 Currency Equivalents Generally.

Any amount specified in this Agreement (other than in Articles I, IX and X, except as expressly
noted therein) or any of the other Loan Documents to be in Dollars shall also include the equivalent of
such amount in any currency other than Dollars, such equivalent amount thereof in the applicable
currency to be determined by Agent at such time on the basis of the Spot Rate (as defined below) for the
purchase of such currency with Dollars. For purposes of this Section 1.7, the “Spot Rate” shall mean the
spot rate of exchange for such conversion as quoted by the Bank of Canada at the close of business of the
Banking Day that such conversion is to be made (or, if such conversion is to be made before close of
business of such Banking Day, then at approximately close of business on the immediately preceding
Banking Day), and, in either case, if no such rate is quoted, the spot rate of exchange quoted for
wholesale transactions by the Agent in Toronto, Ontario in accordance with its normal practice. The
Borrower shall report the value of Borrowing Base components to Agent in the currency invoiced by the
Borrower or shown in the Borrower’s financial records, and unless expressly provided otherwise, shall
deliver financial statements and calculate financial covenants in Dollars.

Notwithstanding anything herein to the contrary, if any Obligation is funded and expressly
denominated in a currency other than Dollars, the Borrower shall repay such Obligation in such other
currency.

1.8 Judgment Currency.

If, for purposes of obtaining judgment in any court, it is necessary to convert a sum from the
cutrency provided under a Loan Document (“Agreement Currency”) into another currency, the Spot Rate
shall be used as the rate of exchange. Notwithstanding any judgment in a currency (“Judgment
Currency”) other than the Agreement Currency, the Borrower shall discharge its obligation in respect of
any sum due under a Loan Document only if, on the Business Day following receipt by Agent of payment
in the Judgment Currency, Agent can use the amount paid to purchase the sum originally due in the
Agreement Currency. If the purchased amount is less than the sum originally due, the Borrower agrees, as
a separate obligation and notwithstanding any such judgment, to indemnify Agent and Lenders against
such loss. If the purchased amount is greater than the sum originally due, Agent shall return the excess
amount to the Borrower (or to the Person legally entitled thereto).

1.9 Interest Calculations and Payments.

Unless otherwise stated, wherever in this Agreement reference is made to a rate of interest “per
annum” or a similar expression is used, such interest will be calculated on the basis of a calendar year of
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365 or 366 days, as the case may be. Calculations of interest shall be made using the nominal rate method
of calculation, and will not be calculated using the effective rate method of calculation or on any other
basis that gives effect to the principle of deemed reinvestment of interest. All payments of interest to be
made hereunder will be paid both before and after maturity and before and after default and/or judgment,
if any, until payment thereof, and interest will accrue on overdue interest, if any.

1.10  Interest Act (Canada).

For the purposes of this Agreement, whenever interest to be paid hereunder is to be calculated on
‘the basis of a year of 360 days or any other period of time that is less than a calendar year, the yearly rate
of interest to which the rate determined pursuant to such calculation is equivalent is the rate so determined
multiplied by the actual number of days in the calendar year in which the same is to be ascertained and
divided by either 360 or such other period of time, as the case may be.

ARTICLE II
THE COMMITMENTS AND CREDIT EXTENSIONS
2.1 Committed Loans; Reserves.
(a) Subject to the terms and conditions set forth herein, each Lender severally agrees to make

loans (each such loan, a “Committed Loan”) to the Borrower from time to time, on any Business Day
during the Availability Period, in an aggregate amount not to exceed at any time outstanding the lesser of
(x) the amount of such Lender’s Commitment, or (y) such Lender’s Applicable Percentage of the
Borrowing Base; subject in each case to the following limitations:

@) after giving effect to any Committed Borrowing, the Total Outstandings shall not
exceed the Loan Cap,

(i1) after giving effect to any Committed Borrowing, the aggregate Outstanding
Amount of the Committed Loans of any Lender, plus such Lender’s Applicable Percentage of the
Outstanding Amount of all L/C Obligations shall not exceed such Lender’s Commitment, and

(i11) the Outstanding Amount of all L/C Obligations shall not at any time exceed the
Letter of Credit Sublimit.

Within the limits of each Lender’s Commitment, and subject to the other terms and conditions
hereof, the Borrower may borrow under this Section 2.1, prepay under Section 2.4, and reborrow under
this Section 2.1. Committed Loans may be Base Rate Loans or LIBO Rate Loans (if denominated in U.S.
Dollars) or may be Prime Rate Loans or BA Rate Loans (if denominated in Canadian Dollars), as further
provided herein.

(b) Agent may, in its Permitted Discretion, at any time and from time to time after the
Closing Date establish, modify or eliminate Reserves.

2.2 Borrowings, Conversions and Continuations of Committed Loans.

(a) Committed Loans shall be either (i) Base Rate Loans or LIBO Rate Loans if denominated
in U.S. Dollars, or (ii) Prime Rate Loans or BA Rate Loans if denominated in Canadian Dollars, as the
Borrower may request subject to and in accordance with this Section 2.2. Subject to the other provisions
of this Section 2.2, Committed Borrowings of more than one Type may be incurred at the same time.
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(b) Each Committed Borrowing, each conversion of Committed Loans from one Type to the
other in the same currency, and each continuation of Fixed Rate Loans shall be made upon the Borrower’s
irrevocable notice to Agent in writing in the form of a Committed Loan Notice, appropriately completed
and signed by a Responsible Officer of the Borrower. Each such notice must be received by Agent not
later than 1:00 p.m. (i) three Business Days prior to the requested date of any Borrowing of, conversion to
or continuation of Fixed Rate Loans or of any conversion of LIBO Rate Loans to Base Rate Loans or
conversion of BA Rate Loans to Prime Rate Loans, and (ii) one Business Day prior to the requested date
of any Borrowing of Variable Rate Loans. Each Borrowing of, conversion to or continuation of LIBO
Rate Loans shall be in a principal amount of i or a whole multiple of in
excess thereof. Each Borrowing of, conversion to or continuation of BA Rate Loans shall be in a principal
amount of - or a whole multiple of in excess thereof. Each Borrowing of, conversion
to or continuation of Prime Rate Loans shall be in a principal amount of or a whole multiple of

in excess thereof. Each Borrowing of, conversion to or continuation of Base Rate Loans shall be
in a principal amount of or a whole multiple of in excess thereof. Each
Committed Loan Notice shall specify (i) the currency of the Committed Borrowing being requested,
(ii) whether the Borrower is requesting a Committed Borrowing, a conversion of Committed Loans from
one Type to another (it being understood that LIBO Rate Loans may only be converted into Base Rate
Loans and vice versa, and BA Rate Loans may only be converted into Prime Rate Loans and vice versa),
or a continuation of a Fixed Rate Loan, (iii) the requested date of the Borrowing, conversion or
continuation, as the case may be (which shall be a Business Day), (iv) the principal amount of Committed
Loans to be borrowed, converted or continued, (v) the Type of Committed Loans to be borrowed or to
which existing Committed Loans are to be converted, and (vi) if applicable, the duration of the Interest
Period with respect thereto. If the Borrower fails to specify the applicable currency in a Committed Loan
Notice, then the request shall be deemed to be for Canadian Dollars. If the Borrower fails to specify a
Type of Committed Loan in a Committed Loan Notice or if the Borrower fails to give a timely notice
requesting a conversion or continuation, then the applicable Committed Loans shall be made as, or
converted to, Base Rate Loans (if in U.S. Dollars) or Prime Rate Loans (if in Canadian Dollars). Any such
automatic conversion to Base Rate Loans or Prime Rate Loans, as applicable, shall be effective as of the
last day of the Interest Period then in effect with respect to the applicable Fixed Rate Loans. If the
Borrower requests a Borrowing of, conversion to, or continuation of a Fixed Rate Loan in any such
Committed Loan Notice, but fails to specify an Interest Period, it will be deemed to have specified an
Interest Period of one month. Notwithstanding anything to the contrary herein, a Loan in one currency
may not be converted or continued into a Loan of another currency. Upon receipt of a Committed Loan
Notice, Agent shall forthwith notify the Lenders of the requested Type of Committed Loan, the requested
date of Borrowing or conversion, the amount of each Lender’s Committed Loan and, if applicable the
Agent’s Account to which each Lender’s Committed Loan is to be credited.

(©) In the case of a Committed Borrowing, each Lender shall make the amount of its
Committed Loan available to Agent in immediately available funds at Agent’s Office not later than 3:00
p.m. on the Business Day specified in the applicable Committed Loan Notice. Upon satisfaction of the
applicable conditions set forth in Section 4.2 (and, if such Borrowing is the initial Credit Extension,
Section 4.1), Agent shall use reasonable efforts to make all funds so received available to the Borrower in
like funds by no later than 4:00 p.m. on the day of receipt by Agent either by (i) depositing such proceeds
into the Funding Account of the same currency, or (ii) wire transfer of such funds, in each case in
accordance with instructions provided to (and reasonably acceptable to) Agent by the Borrower; provided,
however, that if, on the date the Committed Loan Notice with respect to such Borrowing is given by the
Borrower, there are L/C Borrowings outstanding, then the proceeds of such Borrowing, first, shall be
applied to the payment in full of any such L/C Borrowings, and second, shall be made available to the
Borrower as provided above.
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(d) Agent, without the request of the Borrower, may advance any interest, fee, service
charge, Credit Party Expense, or other payment to which any Credit Party is entitled from the Loan
Parties pursuant hereto or any other Loan Document and may charge the same to the Loan Account as
additional principal on applicable Committed Loans notwithstanding that an Over-advance may result
thereby. Agent shall advise the Borrower of any such advance or charge promptly after the making
thereof. Such action on the part of Agent shall not constitute a waiver of Agent’s rights and the
Borrower’s obligations under Section 2.4(b). Any amount which is added to the principal balance of the
Loan Account as provided in this Section 2.2(d) shall bear interest at the interest rate then and thereafter
applicable to Base Rate Loans (if in U.S. Dollars) or Prime Rate Loans (if in Canadian Dollars).

(e) Except as otherwise provided herein, a Fixed Rate Loan may be continued or converted
only on the last day of an Interest Period for such Fixed Rate Loan. During the existence of an Event of
Default, no Loans may be requested as, converted to or continued as Fixed Rate Loans without the
Consent of the Required Lenders.

() Agent shall promptly notify the Borrower and the Lenders of the interest rate applicable
to any Interest Period for Fixed Rate Loans upon determination of such interest rate. At any time that
Variable Rate Loans are outstanding, Agent shall notify the Borrower and the Lenders of any change in
Royal Bank’s “base rate” or “prime rate” used in determining the Base Rate or the Prime Rate, as the case
may be, promptly following the public announcement of such change.

(2) After giving effect to all Committed Borrowings, all conversions of Committed Loans
from one Type to the other, and all continuations of Committed Loans as the same Type, there shall not
be more than seven (7) Interest Periods in effect with respect to Fixed Rate Loans.

(h) Agent, the Lenders, the Swingline Lender and the L/C Issuer shall have no obligation to
make any Loan or to provide any Letter of Credit if an Over-advance would result. Agent may, in its
discretion, make Permitted Over-advances without the consent of the Lenders, the Swingline Lender and
the L/C Issuer and each Lender shall be bound thereby. A Permitted Over-advance is for the account of
the Borrower and shall constitute a Base Rate Loan (if in U.S. Dollars) or Prime Rate Loans (if in
Canadian Dollars) and an Obligation and shall be repaid by the Borrower in accordance with the
provisions of Section 2.4(b). The making of any such Permitted Over-advance on any one occasion shall
not obligate Agent or any Lender to make or permit any Permitted Over-advance on any other occasion or
to permit such Permitted Over-advances to remain outstanding. The making by Agent of a Permitted
Over-advance shall not modify or abrogate any of the provisions of Section 2.3 regarding the Lenders’
obligations to purchase participations with respect to Letters of Credit. Agent shall have no liability for,
and no Loan Party or Credit Party shall have the right to, or shall, bring any claim of any kind whatsoever
against Agent with respect to Unintentional Over-advances regardless of the amount of any such Over-
advance(s).

2.3 Letters of Credit.

(a) Subject to the terms and conditions of this Agreement, upon the request of the Borrower
made in accordance herewith, and prior to the Maturity Date, the L/C Issuer agrees to issue a requested
Letter of Credit denominated in Canadian Dollars or U.S. Dollars for the account of the Borrower. By
submitting a request to the L/C Issuer, with a copy to Agent, for the issuance of a Letter of Credit, the
Borrower shall be deemed to have requested that the L/C Issuer issue the requested Letter of Credit. Each
request for the issuance of a Letter of Credit, or the amendment, renewal, or extension of any outstanding
Letter of Credit, shall be irrevocable and shall be made in writing pursuant to a Letter of Credit
Application by a Responsible Officer of the Borrower and delivered to the L/C Issuer and Agent via
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facsimile transmission or other electronic method of transmission reasonably acceptable to the L/C Issuer
not later than 1:00 p.m. at least three Business Days (or such other date and time as Agent and the L/C
Issuer may agree in a particular instance in their sole discretion) prior to the requested date of issuance,
amendment, renewal, or extension. Each such request shall be in form and substance reasonably
satisfactory to the L/C Issuer and (i) shall specify (A) the amount and currency of such Letter of Credit,
(B) the date of issuance, amendment, renewal, or extension of such Letter of Credit, (C) the proposed
expiration date of such Letter of Credit, (D) the name and address of the beneficiary of the Letter of
Credit, and (E) such other information (including, the conditions to drawing, and, in the case of an
amendment, renewal, or extension, identification of the Letter of Credit to be so amended, renewed, or
extended) as shall be necessary to prepare, amend, renew, or extend such Letter of Credit, and (ii) shall be
accompanied by such Issuer Documents as Agent or the L/C Issuer may request or require, to the extent
that such requests or requirements are consistent with the Issuer Documents that the L/C Issuer generally
requests for Letters of Credit in similar circumstances. Agent’s records of the content of any such request
will be conclusive.

(b) The L/C Issuer shall not have any obligation to issue a Letter of Credit if the requested
issuance would violate Section 10.17 -or if, after giving effect to the requested issuance, (i) the Total
Outstandings would exceed Loan Cap, (ii) the aggregate Outstanding Amount of the Committed Loans of
any Lender, plus such Lender’s Applicable Percentage of the Outstanding Amount of all L/C Obligations
would exceed such Lender’s Commitment, or (iii) the Outstanding Amount of the L/C Obligations would
exceed the Letter of Credit Sublimit.

(c) In the event there is a Defaulting Lender as of the date of any request for the issuance of a
Letter of Credit, the L/C Issuer shall not be required to issue or arrange for such Letter of Credit to the
extent (i) the Defaulting Lender’s participation with respect to such Letter of Credit may not be
reallocated pursuant to Section 9.15(b), (ii) the Borrower has not cash collateralized such Defaulting
Lender’s participation with respect to such Letter of Credit in accordance with Section 9.15(b) or (iii) the
L/C Issuer has not otherwise entered into arrangements reasonably satisfactory to it and the Borrower to
eliminate the L/C Issuer’s risk with respect to the participation in such Letter of Credit of the Defaulting
Lender. Additionally, the L/C Issuer shall not have any obligation to issue a Letter of Credit if (A) any
order, judgment, or decree of any Governmental Authority or arbitrator shall, by its terms, purport to
enjoin or restrain such L/C Issuer from issuing such Letter of Credit, or any Law applicable to the L/C
Issuer or any request or directive (whether or not having the force of Law) from any Governmental
Authority with jurisdiction over the L/C Issuer shall prohibit or request that the L/C Issuer refrain from
the issuance of letters of credit generally or such Letter of Credit in particular, or (B) the issuance of such
Letter of Credit would violate one or more policies of the L/C Issuer applicable to letters of credit
generally, or (C) if the expiry date of such requested Letter of Credit would occur after the Letter of
Credit Expiration Date, unless either such Letter of Credit is Cash Collateralized on or prior to the date of
issuance of such Letter of Credit (or such later date as to which Agent may agree) or all the Lenders have
approved such expiry date.

(d) The L/C Issuer shall notify Agent in writing no later than the Business Day immediately
following the Business Day on which the L/C Issuer issued any Letter of Credit; provided that (i) until
Agent advises any such L/C Issuer that the provisions of Section 4.2 are not satisfied, or unless the
aggregate amount of the Letters of Credit issued in any such week exceeds such amount as shall be agreed
by Agent and the L/C Issuer, the L/C Issuer shall be required to so notify Agent in writing only once each
week of the Letters of Credit issued by the L/C Issuer during the immediately preceding week as well as
the daily amounts outstanding for the prior week, such notice to be furnished on such day of the week as
Agent and the L/C Issuer may agree. If the L/C Issuer makes a payment under a Letter of Credit, the
Borrower shall pay to Agent an amount equal to the applicable Letter of Credit Disbursement on the

47
51041344.8



142

Business Day such Letter of Credit Disbursement is made and, in the absence of such payment, the
amount of the Letter of Credit Disbursement immediately and automatically shall be deemed to be a
Committed Loan hereunder (notwithstanding any failure to satisfy any condition precedent set forth in
Section 4.2 hereof) and, initially, shall bear interest at the rate then applicable to Committed Loans that
are Base Rate Loans (if the Letter of Credit is denominated in U.S. Dollars) or Prime Rate Loans (if the
Letter of Credit is denominated in Canadian Dollars). If a Letter of Credit Disbursement is deemed to be a
Committed Loan hereunder, the Borrower’s obligation to pay the amount of such Letter of Credit
Disbursement to the L/C Issuer shall be automatically converted into an obligation to pay the resulting
Committed Loan. Promptly following receipt by Agent of any payment from the Borrower pursuant to
this paragraph, Agent shall distribute such payment to the L/C Issuer or, to the extent that the Lenders
have made payments pursuant to Section 2.3(e) to reimburse the L/C Issuer, then to such Lenders and the
L/C Issuer as their interests may appear.

(e) Promptly following receipt of a notice of a Letter of Credit Disbursement pursuant to
Section 2.3(d), each Lender agrees to fund its Applicable Percentage of any Committed Loan deemed
made pursuant to Section 2.3(d) on the same terms and conditions as if the Borrower had requested the
amount thereof as a Committed Loan and Agent shall promptly pay to the L/C Issuer the amounts so
received by it from the Lenders. By the issuance of a Letter of Credit (or an amendment, renewal, or
extension of a Letter of Credit) and without any further action on the part of the L/C Issuer or the
Lenders, the L/C Issuer shall be deemed to have granted to each Lender, and each Lender shall be deemed
to have purchased, a participation in each Letter of Credit issued by the L/C Issuer, in an amount equal to
its Applicable Percentage of such Letter of Credit, and each such Lender agrees to pay to Agent, for the
account of the L/C Issuer, such Lender’s Applicable Percentage of any Letter of Credit Disbursement
made by the L/C Issuer under the applicable Letter of Credit. In consideration and in furtherance of the
foregoing, each Lender hereby absolutely and unconditionally agrees to pay to Agent, for the account of
the L/C Issuer, such Lender’s Applicable Percentage of each Letter of Credit Disbursement made by the
L/C Issuer and not reimbursed by the Borrower on the date due as provided in Section 2.3(d), or of any
reimbursement payment that is required to be refunded (or that Agent or the L/C Issuer elects, based upon
the advice of counsel, to refund) to the Borrower for any reason. Each Lender acknowledges and agrees
that its obligation to deliver to Agent, for the account of the L/C Issuer, an amount equal to its respective
Applicable Percentage of each Letter of Credit Disbursement pursuant to this Section 2.3(e) shall be
absolute and unconditional and such remittance shall be made notwithstanding the occurrence or
continuation of a Default or Event of Default or the failure to satisfy any condition set forth in Section 4.2
hereof. If any such Lender fails to make available to Agent the amount of such Lender’s Applicable
Percentage of a Letter of Credit Disbursement as provided in this Section (the “Unreimbursed Amount”),
such Lender shall be deemed to be a Defaulting Lender and Agent (for the account of the L/C Issuer)
shall be entitled to recover such amount on demand from such Lender, together with interest thereon at
the greater of the Federal Funds Rate (if denominated in U.S. Dollars) or the Bank of Canada Overnight
Rate (if denominated in Canadian Dollars) and a rate determined by Agent in accordance with banking
industry rules on interbank compensation, plus any administrative processing or similar fees customarily
charged by Agent in connection with the foregoing, until paid in full.

€3] The Borrower agrees to indemnify, defend and hold harmless each Credit Party
(including the L/C Issuer and its branches, Affiliates, and correspondents) and each such Person’s
- respective directors, officers, employees, attorneys and agents (each, including the L/C Issuer, a “Letter of
Credit Related Person”) (to the fullest extent permitted by Law) from and against any and all claims,
demands, suits, actions, investigations, proceedings, liabilities, fines, costs, penalties, and damages, and
all reasonable fees and disbursements of attorneys, experts, or consultants and all other costs and
expenses actually incurred in connection therewith or in connection with the enforcement of this
indemnification (as and when they are incurred and irrespective of whether suit is brought), which may be
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incurred by or awarded against any such Letter of Credit Related Person (other than Taxes, which shall be
governed by Section 3.1) (the “Letter of Credit Indemnified Costs”), and which arise out of or in
connection with, or as a result of:

i) any Letter of Credit or any pre-advice of its issuance;
(ii) any transfer, sale, delivery, surrender or endorsement of any Drawing Document
at any time(s) held by any such Letter of Credit Related Person in connection with any Letter of

Credit;

(1ii) any action or proceeding arising out of, or in connection with, any Letter of
Credit (whether administrative, judicial or in connection with arbitration), including any action or
proceeding to compel or restrain any presentation or payment under any Letter of Credit, or for
the wrongful dishonor of, or honoring a presentation under, any Letter of Credit;

(iv) any independent undertakings issued by the beneficiary of any Letter of Credit;

) any unauthorized instruction or request made to the L/C Issuer in connection with
any Letter of Credit or requested Letter of Credit or error in computer or electronic transmission;

(vi) an adviser, confirmer or other nominated person seeking to be reimbursed,
indemnified or compensated;

(vii)  any third party seeking to enforce the rights of an applicant, beneficiary,
nominated person, transferee, assignee of Letter of Credit proceeds or holder of an instrument or
document;

(viii)  the fraud, forgery or illegal action of parties other than the Letter of Credit
Related Person;

(ix) the L/C Issuer’s performance of the obligations of a confirming institution or
entity that wrongfully dishonors a confirmation; or

(x) the acts or omissions, whether rightful or wrongful, of any present or future de
jure or de facto governmental or regulatory authority or cause or event beyond the control of the
Letter of Credit Related Person; :

in each case, including that resulting from the Letter of Credit Related Person’s own negligence;
provided, however, that such indemnity shall not be available to any Letter of Credit Related Person
claiming indemnification under clauses (i) through (x) above to the extent that such Letter of Credit
Indemnified Costs may be finally determined in a final, non-appealable judgment of a court of competent
jurisdiction to have resulted directly from the gross negligence or willful misconduct of the Letter of
Credit Related Person claiming indemnity. The Borrower hereby agrees to pay the Letter of Credit
Related Person claiming indemnity on demand from time to time all amounts owing under this
Section 2.3(f). If and to the extent that the obligations of the Borrower under this Section 2.3(f) are
unenforceable for any reason, the Borrower agrees to make the maximum contribution to the Letter of
Credit Indemnified Costs permissible under applicable Law. This indemnification provision shall survive
termination of this Agreement and all Letters of Credit.

(g) The liability of the L/C Issuer (or any other Letter of Credit Related Person) under, in
connection with or arising out of any Letter of Credit (or pre-advice), regardless of the form or legal
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grounds of the action or proceeding, shall be limited to direct damages suffered by the Borrower that are
caused directly by gross negligence or willful misconduct of the L/C Issuer or its Letter of Credit Related
Person in (i) honoring a presentation under a Letter of Credit that on its face does not at least substantially
comply with the terms and conditions of such Letter of Credit, (ii) failing to honor a presentation under a
Letter of Credit that strictly complies with the terms and conditions of such Letter of Credit or (iii)
retaining honored Drawing Documents presented under a Letter of Credit. The L/C Issuer shall be
deemed to have acted with due diligence and reasonable care if the L/C Issuer’s conduct is in accordance
with Standard Letter of Credit Practice or in accordance with this Agreement. The Borrower’s aggregate
remedies against the L/C Issuer and any Letter of Credit Related Person for wrongfully honoring a
presentation under any Letter of Credit or wrongfully retaining honored Drawing Documents shall in no
event exceed the aggregate amount paid by the Borrower to the L/C Issuer in respect of the honored
presentation in connection with such Letter of Credit under Section 2.3(d), plus interest at the rate then
applicable to Base Rate Loans hereunder (if denominated in U.S. Dollars) or Prime Rate Loans hereunder
(if denominated in Canadian Dollars). The Borrower shall take action to avoid and mitigate the amount of
any damages claimed against the L/C Issuer or any other Letter of Credit Related Person, including by
enforcing its rights against the beneficiaries of the Letters of Credit. Any claim by the Borrower under or
in connection with any Letter of Credit shall be reduced by an amount equal to the sum of (x) the amount
(if any) saved by the Borrower as a result of the breach or alleged wrongful conduct complained of; and
(y) the amount (if any) of the loss that would have been avoided had the Borrower taken all reasonable
steps to mitigate any loss, and in case of a claim of wrongful dishonor, by specifically and timely
authorizing the L/C Issuer to effect a cure.

(h) The Borrower shall be responsible for preparing or approving the final text of each Letter
of Credit as issued by the L/C Issuer, irrespective of any assistance the L/C Issuer may provide such as
drafting or recommending text or by the L/C Issuer’s use or refusal to use text submitted by the Borrower.
The Borrower is solely responsible for the suitability of the Letter of Credit for the Borrower’s purposes.
With respect to any Letter of Credit containing an “automatic amendment” to extend the expiration date
of such Letter of Credit, the L/C Issuer, in its sole and absolute discretion, may give notice of nonrenewal
of such Letter of Credit and, if the Borrower does not at any time want such Letter of Credit to be
renewed, the Borrower will so notify Agent and the L/C Issuer at least fifteen calendar days before the
L/C Issuer is required to notify the beneficiary of such Letter of Credit or any advising bank of such
nonrenewal pursuant to the terms of such Letter of Credit.

6] The Borrower’s reimbursement and payment obligations under this Section 2.3 are
absolute, unconditional and irrevocable and shall be performed strictly in accordance with the terms of
this Agreement under any and all circumstances whatsoever, including:

(1) any lack of validity, enforceability or legal effect of any Letter of Credit or this
Agreement or any term or provision therein or herein;

(ii) payment against presentation of any draft, demand or claim for payment under
any Drawing Document that does not comply in whole or in part with the terms of the applicable
Letter of Credit or which proves to be fraudulent, forged or invalid in any respect or any
statement therein being untrue or inaccurate in any respect, or which is signed, issued or
presented by a Person or a transferee of such Person purporting to be a successor or transferee of
the beneficiary of such Letter of Credit;

(iii)  the L/C Issuer or any of its branches or Affiliates being the beneficiary of any
Letter of Credit; '
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(iv) the L/C Issuer or any correspondent honoring a drawing against a Drawing
Document up to the amount available under any Letter of Credit even if such Drawing Document
claims an amount in excess of the amount available under the Letter of Credit;

v) the existence of any claim, set-off, defense or other right that the Loan Parties
may have at any time against any beneficiary, any assignee of proceeds, the L/C Issuer or any
other Person,;

(vi) any other event, circumstance or conduct whatsoever, whether or not similar to
any of the foregoing that might, but for this Section 2.3(i), constitute a legal or equitable defense
to or discharge of, or provide a right of set-off against, the Borrower’s reimbursement and other
payment obligations and liabilities, arising under, or in connection with, any Letter of Credit,
whether against the L/C Issuer, the beneficiary or any other Person; or

(vil)  the fact that any Default or Event of Default shall have occurred and be
continuing;

provided, however, that subject to Section 2.3(g) above, the foregoing shall not release the L/C
Issuer from such liability to the Borrower as may be finally determined in a final, non-appealable
judgment of a court of competent jurisdiction against the L/C Issuer following reimbursement or payment
of the obligations and liabilities, including reimbursement and other payment obligations, of the Borrower
to the L/C Issuer arising under, or in connection with, this Section 2.3 or any Letter of Credit.

) Without limiting any other provision of this Agreement, the L/C Issuer and each other
Letter of Credit Related Person (if applicable) shall not be responsible to the Borrower for, and the L/C
Issuer’s rights and remedies against the Borrower and the obligation of the Borrower to reimburse the L/C
Issuer for each drawing under each Letter of Credit shall not be impaired by:

(i) honor of a presentation under any Letter of Credit that on its face substantially
complies with the terms and conditions of such Letter of Credit, even if the Letter of Credit
requires strict compliance by the beneficiary;

(ii) honor of a presentation of any Drawing Document that appears on its face to
have been signed, presented or issued (A) by any purported successor or transferee of any
beneficiary or other Person required to sign, present or issue such Drawing Document or
(B) under a néw name of the beneficiary;

(iii) acceptance as a draft of any written or electronic demand or request for payment
under a Letter of Credit, even if nonnegotiable or not in the form of a draft or notwithstanding
any requirement that such draft, demand or request bear any or adequate reference to the Letter of
Credit;

@1v) the identity or authority of any presenter or signer of any Drawing Document or
the form, accuracy, genuineness or legal effect of any Drawing Document (other than the L/C
Issuer’s determination that such Drawing Document appears on its face substantially to comply
with the terms and conditions of the Letter of Credit);

W) acting upon any instruction or request relative to a Letter of Credit or requested
Letter of Credit that the L/C Issuer in good faith believes to have been given by a Person
authorized to give such instruction or request;
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(vi) any errors, omissions, interruptions or delays in transmission or delivery of any
message, advice or document (regardless of how sent or transmitted) or for errors in interpretation
of technical terms or in translation or any delay in giving or failing to give notice to the Borrower;

(vil)  any acts, omissions or fraud by, or the insolvency of, any beneficiary, any
nominated person or entity or any other Person or any breach of contract between any beneficiary
and the Borrower or any of the parties to the underlying transaction to which the Letter of Credit
relates;

(viil)  assertion or waiver of any provision of the ISP or UCP that primarily benefits an
issuer of a letter of credit, including any requirement that any Drawing Document be presented to
it at a particular hour or place;

(ix) payment to any paying or negotiating bank (designated or permitted by the terms
of the applicable Letter of Credit) claiming that it rightfully honored or is entitled to
reimbursement or indemnity under Standard Letter of Credit Practice applicable to it;

x) acting or failing to act as required or permitted under Standard Letter of Credit
Practice applicable to where the L/C Issuer has issued, confirmed, advised or negotiated such
Letter of Credit, as the case may be;

(xi) honor of a presentation after the expiration date of any Letter of Credit
notwithstanding that a presentation was made prior to such expiration date and dishonored by the
L/C Issuer if subsequently the L/C Issuer or any court or other finder of fact determines such
presentation should have been honored,

(xii)  dishonor of any presentation that does not strictly comply or that is fraudulent,
forged or otherwise not entitled to honor; or

(xiil)  honor of a presentation that is subsequently determined by the L/C Issuer to have
been made in violation of international, federal, provincial, state or local restrictions on the
transaction of business with certain prohibited Persons.

%) If, as of the Letter of Credit Expiration Date, any L/C Obligation for any reason remains
outstanding, the Borrower shall, in each case, immediately Cash Collateralize the then Outstanding
Amount of all L/C Obligations. Sections 2.4 and 8.2(c) set forth certain additional requirements to
deliver Cash Collateral hereunder. For purposes of this Section 2.3, Section 2.4 and Section 8.2(c), “Cash
Collateralize” means to pledge and deposit with or deliver to Agent, for the benefit of the L/C Issuer and
the Lenders, as collateral for the L/C Obligations, cash or deposit account balances in an amount equal to

of the Outstanding Amount of all L/C Obligations, pursuant to documentation in form and
substance reasonably satisfactory to Agent and the L/C Issuer (which documents are hereby Consented to
by the Lenders). The Borrower hereby grants to Agent a security interest and Lien in all such cash,
deposit accounts and all balances therein and all proceeds of the foregoing. Cash Collateral shall be
maintained in blocked, non-interest bearing deposit accounts at Royal Bank except that Permitted
Investments in Cash Equivalents of the type listed in clauses (a) through (f) of the definition thereof may
be made at the request of the Borrower at the option and in the sole discretion of Agent (and at the
Borrower’s risk and expense); interest or profits, if any, on such investments shall accumulate in such
account. If at any time Agent determines that any funds held as Cash Collateral are subject to any right or
claim of any Person other than Agent or that the total amount of such funds is less than the aggregate
Outstanding Amount of all L/C Obligations, the Borrower will, forthwith upon demand by Agent, pay to
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Agent, as additional funds to be deposited as Cash Collateral. an amount equal to the excess of (x) such
aggregate Outstanding Amount of the L/C Obligations over (y) the total amount of funds. if any, then
held as Cash Collateral that Agent determines to be free and clear of any such right and claim. Upon the
drawing of any Letter of Credit for which funds are on deposit as Cash Collateral, such funds shall be
applied. to the extent permitted under applicable Laws, to reimburse the L/C Issuer and, to the extent not
so applied, shall thereafter be applied to satisfy other Obligations.

0 The Borrower shall pay to Agent in respect of each Letter of Credit issued hereunder
(i) for the account of each Lender in accordance with its Applicable Percentage, a Letter of Credit fee
(the “Letter of Credit Fee”) equal to the Applicable Margin times the daily Stated Amount under each
such Letter of Credit (whether or not such maximum amount is then in effect under such Letter of Credit);
and (ii) for the account of the L/C Issuer, a fronting fee (the “Fronting Fee™) at a rate per annum equal to

times the daily Stated Amount under each such Letter of Credit (whether or not such maximum
amount is then in effect under such Letter of Credit). For purposes of computing the daily amount
available to be drawn under any Letter of Credit, the amount of the Letter of Credit shall be determined in
accordance with Section 1.6. Letter of Credit Fees and Fronting Fees shall be (i) due and payable on the
first day after the end of each month commencing with the first such date to occur after the issuance of
such Letter of Credit. and after the Letter of Credit Expiration Date, on demand, and (i) computed on a
monthly basis in arrears. Notwithstanding anything to the contrary contained herein, while any Event of
Default exists, all Letter of Credit Fees shall accrue at the Default Rate as provided in Section 2.7(b)
hereof.

(m) In addition to the Letter of Credit Fees and Fronting Fees as set forth in Section 2.3(1)
above, the Borrower shall pay immediately upon demand to Agent for the account of the L/C Issuer as
non-refundable fees, commissions. and charges (it being acknowledged and agreed that any charging of
such fees, comunissions, and charges to the Loan Account pursuant to the provisions of Section 2.2(d)
shall be deemed to constitute a demand for payment thereof for the purposes of this Section 2.3(m)) any
and all customary comunissions. fees and charges then in effect imposed by. and any and all expenses
incurred by. the L/C Issuer, or by any adviser. confirming institution or entity or other nominated person.
relating to Letters of Credit. at the time of issuance of any Letter of Credit and upon the occurrence of any
other activity with respect fo any Letter of Credit (including transfers, assignments of proceeds,
amendments. drawings. renewals or cancellations).

(m) Unless otherwise expressly agreed by the L/C'Issuer and the Borrower when a Letter of
Credit is issued, (i) the rules of the ISP and the UCP shall apply to each Standby Letter of Credit. and
(11) the rules of the UCP shall apply to each Documentary Letter of Credit.

(o) The L/C Issuer shall act on behalf of the Lenders with respect to any Letters of Credit
issued by it and the documents associated therewith. and the L/C Issuer shall have all of the benefits and
immunities (i) provided to Agent in Article IX with respect to any acts taken or omissions suffered by the
L/C Issuer in connection with Letters of Credit issued by it or proposed to be issued by it and Issuer
Documents pertaining to such Letters of Credit as fully as if the term “Agent™ as used in Article IX
included the L/C Issuer with respect to such acts or omissions. and (ii) as additionally provided herein
with respect to the L/C Issuer.

) From and after the Closing Date. the Existing L/Cs shall be, and shall be deemed to be,
for all purposes of this Agreement, Letters of Credit issued by the L/C Issuer for the account of the
Borrower hereunder. The Borrower shall pay the fees contemplated by Section 2.3(1) and (m) in respect
of the Existing I/Cs for the period from the Closing Date until the respective expiries of the Existing
L/Cs. Given the foregoing. Royal Bank shall credit to the Borrower. or reimburse the Borrower for,

53
510413448



148

issuance fees (if any) paid under the Existing RBC Facility in respect of the Existing L/Cs for the period
after the date hereof.

@ In the event of a direct conflict between the provisions of this Section 2.3 and any
provision contained in any Issuer Document, it is the intention of the parties hereto that such provisions
be read together and construed. to the fullest extent possible, to be in concert with each other. In the event
of any actual, irreconcilable conflict that cannot be resolved as aforesaid, the terms and provisions of this
Section 2.3 shall control and govern.

2.4 Prepayments.

(a) The Borrower may, upon irrevocable notice from the Borrower to Agent, at any time or
from time to time voluntarily prepay Committed Loans in whole or in part without premium or penalty;
provided that (i) such notice must be received by Agent not later than 1:00 p.m. (A) three Business Days
prior to any date of prepayment of any Fixed Rate Loans and (B) on the date of prepayment of Variable
Rate Loans; (i) any prepayment of LIBO Rate Loans shall be in a principal amount of *
a whole multiple of excess thereof: (iii) any prepayment of BA Rate Loans shall be in a
principal amount of| excess thereof: (iv) any pr ent of
Base Rate Loans shall be in a principal amount of a whole multiple of
excess thereof: (v) any prepayment of Prime Rate Loans shall be m a principal amount of
whole multiple of ﬂn:xcess thereof or, in each case, if less, the entire principal amount of any
such Loan then outstanding. Each such notice shall specify the date and amount of such prepayment and
the Type(s) of Loans to be prepaid and, if Fixed Rate Loans, the Interest Period(s) of such Loans. Agent
will promptly notify each Lender of its receipt of each such notice, and of the amount of such Lender’s
Applicable Percentage of such prepayment. The Borrower shall make such prepayment and the payment
amount specified in such notice shall be due and payable on the date specified therein, provided that if
such payment is to be made from the proceeds received by the Borrower from the closing of another
transaction, then the Borrower may make such payment contingent on the closing of such transaction.
Any prepayment of a Fixed Rate Loan shall be accompanied by all accrued interest on the amount
prepaid, together with any additional amounts required pursuant to Section 3.5. Each such prepayment
shall be applied to the Committed Loans of the Lenders in accordance with their respective Applicable
Percentages.

®) If for any reason (including as a result of currency fluctuations as determined by Agent at
such time on the basis of the Spot Rate for the purchase of such currency with Dollars) the Total
Outstandings at any time exceed the Loan Cap as then in effect. the Borrower shall immediately prepay
Committed Loans and L/C Borrowings and/or Cash Collateralize the L/C Obligations (other than L/C
Borrowings) in an aggregate amount equal to such excess; provided, however, that the Borrower shall not
be required to Cash Collateralize the L/C Obligations pursuant to this Section 2.4(b)) unless after the
prepayment in full of the Loans the Total Outstandings exceed the Loan Cap as then in effect.

© In the event and on each occasion that any Net Proceeds are received by or on behalf of
any Loan Party in respect of any Prepayment Event to occur when a Cash Management Activation Event
has occurred and is continuing, the Borrower shall, immediately after such Net Proceeds are received by
any Loan Party, prepay the Committed Loans and L/C Borrowings and/or Cash Collateralize the L/C
Obligations (other than L/C Borrowings) in an aggregate amount equal to -% of such Net Proceeds.

(d) The Borrower shall prepay the Loans and Cash Collateralize the L/C Obligations in
accordance with the provisions of Section 6.13 hereof.
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(e) Agent shall transfer to the applicable Funding Account any surplus in excess of the
Obligations in the Agent’s Account (attributable to the Borrower) remaining after the application towards
the Obligations (less those amounts which are to be netted out, as provided therein).

2.5 Termination or Reduction of Commitments.

(a) The Borrower may, upon irrevocable notice from the Borrower to Agent, terminate the
Aggregate Commitments or the Letter of Credit Sublimit or from time to time permanently reduce the
Aggregate Commitments or the Letter of Credit Sublimit; provided that (i) any such notice shall be
received by Agent not later than 1:00 p.m. - Business Days prior to the date of termination or
reduction, (i) any such partial reduction shall be in an aggregate amount of _ any whole
multiple of _ excess thereof, (iii) the Borrower shall not terminate or reduce (A) the
Aggregate Commitments if, after giving effect thereto and to any concurrent prepayments hereunder, the
Total Outstandings would exceed the Loan Cap, and (B) the Letter of Credit Sublimit if, after giving
effect thereto, the Outstanding Amount of L/C Obligations not fully Cash Collateralized hereunder would
exceed the Letter of Credit Sublimit. The parties agree that if the reduction of the Aggregate
Commitments is to be made in connection with the closing of another transaction, then the Borrower may
make such reduction contingent on the closing of such transaction.

(b) If, after giving effect to any reduction of the Aggregate Commitments, the Letter of
Credit Sublimit exceeds the amount of the Aggregate Commitments, such Letter of Credit Sublimit shall
be automatically reduced by the amount of such excess.

(c) Agent will promptly notify the Lenders of any termination or reduction of the Letter of
Credit Sublimit or the Aggregate Commitments under this Section 2.5. Upon any reduction of the
Aggregate Commitments, the Commitment of each Lender shall be reduced by such Lender’s Applicable
Percentage of such reduction amount. All fees (including, without limitation, commitment fees and Letter
of Credit Fees) and interest in respect of the Aggregate Commitments accrued until the effective date of
any termination of the Aggregate Commitments shall be paid on the effective date of such termination.

2.6 Repayment of Loans.

The Borrower shall repay to the Lenders on the Termination Date the aggregate principal amount
of Committed Loans outstanding on such date.

2.7 Interest.

(a) Subject to the provisions of Section 2.7(b) below, (i) each LIBO Rate Loan shall bear
interest on the outstanding principal amount thereof for each Interest Period at a rate per annum equal to
the LIBO Rate for such Interest Period plus the Applicable Margin; (ii) each BA Rate Loan shall bear
interest on the outstanding principal amount thereof for each Interest Period at a rate per annum equal to
the BA Rate for such Interest Period plus the Applicable Margin; (iii) each Base Rate Loan shall bear
interest on the outstanding principal amount thereof from the applicable borrowing date at a rate per
annum equal to the Base Rate plus. the Applicable Margin; and (iv) each Prime Rate Loan shall bear
interest on the outstanding principal amount thereof from the applicable borrowing date at a rate per
annum equal to the Prime Rate plus the Applicable Margin.

(b)

(i) If any amount payable under any Loan Document is not paid when due (after
giving effect to any applicable grace periods), whether at stated maturity, by acceleration or
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otherwise, such amount shall thereafter bear interest at a fluctuating interest rate per annum at all
times equal to the Default Rate to the fullest extent permitted by applicable Laws.

(i1) If any other Event of Default exists. then Agent may. and upon the request of the
Required Lenders shall. notify the Borrower that all outstanding Obligations shall, for so long as
such Event of Default is continuing, bear interest at a fluctuating interest rate per annum at all
times equal to the Default Rate and thereafter such Obligations shall. for so long as such Event of
Default is continuing and to the fullest extent permitted by applicable Laws, bear interest at the
Default Rate.

(ili)  Accrued and unpaid interest on past due amounts (including interest on past due
interest) shall be due and payable upon demand.

() Interest on each Loan shall be due and payable in arrears on each Interest Payment Date
applicable thereto and at such other times as may be specified herein. Interest hereunder shall be due and
payable in accordance with the terms hereof before and after judgment. and before and after the
commencement of any proceeding under any Debtor Relief Law.

2.8 Fees.
In addition to certain fees described in subsections (i) and (j) of Section 2.3:

(a) Conunitment Fee. The Borrower shall pay to Agent for the account of each Lender (other
than a Defaulting Lender) in accordance with its Applicable Percentage, a commitment fee equal
times the actual daily amount by which the Aggregate Commitments
exceed the sum of (1) the Outstanding Amount of Loans (excluding for this purpose. Swingline Loans)
and (i1) the Outstanding Amount of L/C Obligations. The commitment fee shall accrue at all times during
the Availability Period, including at any time during which one or more of the conditions in Article IV is
not met. and shall be due and payable monthly in arrears on the first calendar day after the end of each
month. commencing with the first such date to occur after the Closing Date. and on the last day of the
Auvailability Period. The commitment fee shall be calculated monthly in arrears.

()] Other Fees. The Borrower shall pay to Agent fees in the amounts and at the times
specified in the Fee Letter. Such fees shall be fully eamed when paid and shall not be refundable for any
reason whatsoever.

29 Computation of Interest and Fees.

All computations of fees and interest in respect of LIBO Rate Loans shall be computed on the
basis of a year of 360 days and actual days elapsed. All other computations of fees and interest charges
(for instance, in respect of Prime Rate Loans, Base Rate Loans or BA Rate Loans) shall be computed on
the basis of a year of 365 or 366 days, as applicable. and actual days elapsed. Interest shall accrue on each
Loan for the day on which the Loan is made, and shall not accrue on a Loan. or any portion thereof, for
the day on which the Loan or such portion is paid, provided that any Loan that is repaid on the same day
on which it is made shall, subject to Section 2.11(a), bear interest for one day. Each determination by
Agent of an interest rate or fee hereunder shall be conclusive and binding for all purposes, absent manifest
erTor.
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2.10 Evidence of Debt.

(a) The Credit Extensions made by each Lender shall be evidenced by one or more accounts
or records maintained by Agent (the “Loan Account™) in the ordinary course of business. In addition, each
Lender may record in such Lender’s internal records, an appropriate notation evidencing the date and
amount of each Loan from such Lender, each payment and prepayment of principal of any such Loan, and
each payment of interest, fees and other amounts due in connection with the Obligations due to such
Lender. The accounts or records maintained by Agent and each Lender shall be conclusive absent
manifest error of the amount of the Credit Extensions made by the Lenders to the Borrower and the
interest and payments thereon. Any failure to so record or any error in doing so shall not, however, limit
or otherwise affect the obligation of the Borrower hereunder to pay any amount owing with respect to the
Secured Obligations. In the event of any conflict between the accounts and records maintained by any
Lender and the accounts and records of Agent in respect of such matters, the accounts and records of
Agent shall control, absent manifest error. Upon the request of any Lender made through Agent, the
Borrower shall execute and deliver to such Lender (through Agent) a Note, which shall evidence such
Lender’s Loans in addition to such accounts or records. Each Lender may attach schedules to its Note and
endorse thereon the date, Type (if applicable), amount and maturity of its Loans and payments with
respect thereto. Upon receipt of an affidavit of a Lender as to the loss, theft, destruction or mutilation of
such Lender’s Note and upon cancellation of such Note, the Borrower will issue, in lieu thereof, a
replacement Note in favor of such Lender, in the same principal amount thereof and otherwise of like
tenor.

(b) In addition to the accounts and records referred to in Section 2.10(a), each Lender and
Agent shall maintain in accordance with its usual practice accounts or records evidencing the purchases
and sales by such Lender of participations in Letters of Credit. In the event of any conflict between the
accounts and records maintained by Agent and the accounts and records of any Lender in respect of such
matters, the accounts and records of Agent shall control in the absence of manifest error.

2.11  Payments Generally; Agent’s Clawback.

(a) General. All payments to be made by the Loan Parties shall be made without condition or
deduction for any counterclaim, defense, recoupment or setoff. Except as otherwise expressly provided
herein, all payments by the Loan Parties hereunder shall be made to Agent, for the account of the
respective Lenders to which such payment is owed, at Agent’s Office in the currency in which the
Obligation is due and in immediately available funds not later than 2:00 p.m. on the date specified herein.
Agent will promptly distribute to each Lender its Applicable Percentage (or other applicable share as
provided herein) of such payment in like funds as received by wire transfer to such Lender’s Lending
Office. All payments received by Agent after 2:00 p.m. may, at the option of Agent, be deemed received
on the next succeeding Business Day and any applicable interest or fee shall continue to accrue until such
next succeeding Business Day. If any payment to be made by the Loan Parties shall come due on a day
other than a Business Day, payment shall be made on the next following Business Day, and such
extension of time shall be reflected in computing interest or fees, as the case may be.

(b)

(i) Funding by Lenders; Presumption by Agent. Unless Agent shall have received
notice from a Lender prior to the proposed date of any Borrowing of Fixed Rate Loans (or in the
case of any Borrowing of Variable Rate Loans, prior to 12:00 noon on the date of such
Borrowing) that such Lender will not make available to Agent such Lender’s share of such
Borrowing, Agent may assume that such Lender has made such share available in accordance
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with and at the time required by Section 2.2(c)) and may, in reliance upon such assumption, make
available to the Borrower a corresponding amount. In such event, if a Lender has not in fact made
its share of the applicable Committed Borrowing available to Agent, then the applicable Lender
and the Borrower agrees to pay to Agent forthwith on demand such corresponding amount in
immediately available funds with interest thereon, for each day from and including the date such
amount is made available to the Borrower to but excluding the date of payment to Agent, at (A)
in the case of a payment to be made by such Lender, the greater of the Federal Funds Rate (if
denominated in U.S. Dollars) or the Bank of Canada Overnight Rate (if denominated in Canadian
Dollars) and a rate determined by Agent in accordance with banking industry rules on interbank
compensation plus any administrative processing or similar fees customarily charged by Agent in
connection with the foregoing, and (B) in the case of a payment to be made by the Borrower, the
interest rate applicable to Base Rate Loans (if denominated in U.S. Dollars) or Prime Rate Loans
(if denominated in Canadian Dollars). If the Borrower and such Lender shall pay such interest to
Agent for the same or an overlapping period, Agent shall promptly remit to the Borrower the
amount of such interest paid by the Borrower for such period. If such Lender pays its share of the
applicable Committed Borrowing to Agent, then the amount so paid shall constitute such
Lender’s Committed Loan included in such Committed Borrowing. Any payment by the
Borrower shall be without prejudice to any claim the Borrower may have against a Lender that
shall have failed to make such payment to Agent.

(ii) Payments by the Borrower; Presumptions by Agent. Unless Agent shall have
received notice from the Borrower prior to the time at which any payment is due to Agent for the
account of the Lenders or the L/C Issuer hereunder that the Borrower will not make such
payment, Agent may assume that the Borrower has made such payment on such date in
accordance herewith and may, in reliance upon such assumption, distribute to the Lenders or the
L/C Issuer, as the case may be, the amount due. In such event, if the Borrower has not in fact
made such payment, then each of the Lenders or the L/C Issuer, as the case may be, severally
agrees to repay to Agent forthwith on demand the amount so distributed to such Lender or the
L/C Issuer, in immediately available funds with interest thereon, for each day from and including
the date such amount is distributed to it to but excluding the date of payment to Agent, at the
greater of the Federal Funds Rate (if denominated in U.S. Dollars) or the Bank of Canada
Overnight Rate (if denominated in Canadian Dollars) and a rate determined by Agent in
accordance with banking industry rules on interbank compensation.

A notice of Agent to any Lender or the Borrower with respect to any amount owing under this
subsection (b) shall be conclusive, absent manifest error.

(c) Failure to Satisfy Conditions Precedent. If any Lender makes available to Agent funds for
any Loan to be made by such Lender as provided in the foregoing provisions of this Article II, and such
funds are not made available to the Borrower by Agent because the conditions to the applicable Credit
Extension set forth in Article IV are not satisfied or waived in accordance with the terms hereof (subject
to the provisions of the last paragraph of Section 4.2 hereof), Agent shall return such funds (in like funds
as received from such Lender) to such Lender, without interest.

(d) Obligations of Lenders_Several. The obligations of the Lenders hereunder to make
Committed Loans, to fund participations in Letters of Credit and to make payments pursuant to
Section 10.4(c) are several and not joint. The failure of any Lender to make any Committed Loan, to fund
any such participation or to make any payment under Section 10.4(c) on any date required hereunder shall
not relieve any other Lender of its corresponding obligation to do so on such date, and no Lender shall be
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responsible for the failure of any other Lender to so make its Committed Loan, to purchase its
participation or to make its payment under Section 10.4(c).

(e) Funding Source. Nothing herein shall be deemed to obligate any Lender to obtain the
funds for any Loan in any particular place or manner or to constitute a representation by any Lender that
it has obtained or will obtain the funds for any Loan in any particular place or manner.

2.12  Sharing of Payments by Lenders.

If any Credit Party shall, by exercising any right of setoff or counterclaim or otherwise, obtain
payment in respect of any principal of, interest on, or other amounts with respect to, any of the
Obligations resulting in such Lender receiving payment of a proportion of the aggregate amount of such
Obligations greater than its pro rata share thereof as provided herein (including in contravention of the
priorities of payment set forth in Section 8.3), then the Credit Party receiving such greater proportion shall
(a) notify Agent of such fact, and (b) purchase (for cash at face value) participations in the Obligations of
the other Credit Parties, or make such other adjustments as shall be equitable, so that the benefit of all
such payments shall be shared by the Credit Parties rateably and in the priorities set forth in Section 8.3,
provided that:

(i) if any such participations or subparticipations are purchased and all or any
portion of the payment giving rise thereto is recovered, such participations or subparticipations
shall be rescinded and the purchase price restored to the extent of such recovery, without interest;
and

(ii) the provisions of this Section shall not be construed to apply to (x) any payment
made by the Loan Parties pursuant to and in accordance with the express terms of this Agreement
or (y) any payment obtained by a Lender as consideration for the assignment of or sale of a
participation in any of its Committed Loans or subparticipations in L/C Obligations to any
assignee or participant, other than to the Borrower or any Subsidiary thereof (as to which the
provisions of this Section shall apply).

Each Loan Party consents to the foregoing and agrees, to the extent it may effectively do so under
applicable law, that any Lender acquiring a participation pursuant to the foregoing arrangements may
exercise against such Loan Party rights of setoff and counterclaim with respect to such participation as
fully as if such Lender were a direct creditor of such Loan Party in the amount of such participation.

2.13  Settlement Amongst Lenders.

(a) The amount of each Lender’s Applicable Percentage of outstanding Loans, shall be
computed weekly (or more frequently in Agent’s discretion) and shall be adjusted upward or downward
based on all Loans and repayments of Loans received by Agent as of 3:00 p.m. on the first Business Day
(such date, the “Settlement Date”) following the end of the period specified by Agent.

(b) Agent shall deliver to each of the Lenders promptly after a Settlement Date a summary
statement of the amount of outstanding Committed Loans for the period and the amount of repayments
received for the period. As reflected on the summary statement, (i) Agent shall transfer to each Lender its
Applicable Percentage of repayments, and (ii) each Lender shall transfer to Agent (as provided below) or
Agent shall transfer to each Lender, such amounts as are necessary to insure that, after giving effect to all
such transfers, the amount of Committed Loans made by each Lender shall be equal to such Lender’s
Applicable Percentage of all Committed Loans outstanding as of such Settlement Date. If the summary
statement requires transfers to be made to Agent by the Lenders and is received prior to 1:00 p.m. on a
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Business Day, such transfers shall be made in immediately available funds no later than 3:00 p.m. that
day; and, if received after 1:00 p.m., then no later than 3:00 p.m. on the next Business Day. The
obligation of each Lender to transfer such funds is irrevocable, unconditional and without recourse to or
warranty by Agent. If and to the extent any Lender shall not have so made its transfer to Agent, such
Lender agrees to pay to Agent, forthwith on demand such amount, together with interest thereon, for each
day from such date until the date such amount is paid to Agent, equal to the greater of the Federal Funds
Rate (if denominated in U.S. Dollars) or the Bank of Canada Overnight Rate (if denominated in Canadian
Dollars) and a rate determined by Agent in accordance with banking industry rules on interbank
compensation plus any administrative, processing, or similar fees customarily charged by Agent in
connection with the foregoing.

2.14 Increase in Commitments.

(a) Request for Increase. Provided no Default then exists or would arise therefrom, upon
notice to Agent (which shall promptly notify the Lenders), the Borrower may from time to time, request
an_increase in the Aggregate Commitments by an amount (for all such requests) not exceeding

provided that any such request for an increase shall be in a minimum amount o
At the time of sending such notice, the Borrower (in consultation with Agent) shall specity the time
period within which each Lender is requested to respond (which shall in no event be less than ten
Business Days from the date of delivery of such notice to the Lenders).

(b) Lender Elections to Increase. Each Lender shall notify Agent within such time period
whether or not it agrees to increase its Commitment and, if so, whether by an amount equal to, greater
than, or less than its Applicable Percentage of such requested increase. Any Lender not responding within
such time period shall be deemed to have declined to increase its Commitment.

(c) Notification by Agent; Additional Lenders. Agent shall notify the Borrower and each
Lender of the Lenders’ responses to each request made hereunder. To achieve the full amount of a
requested increase and subject to the approval of Agent, the Swingline Lender and the L/C Issuer (which
approvals shall not be unreasonably withheld or delayed), to the extent that the existing Lenders decline
to increase their Commitments, or decline to increase their Commitments to the amount requested by the
Borrower, Agent, in consultation with the Borrower, will use its reasonable efforts to arrange for other
Eligible Assignees to become a Lender hereunder and to issue commitments in an amount equal to the
amount of the increase in the Aggregate Commitments requested by the Borrower and not accepted by the
existing Lenders (and the Borrower may also invite additional Eligible Assignees to become Lenders)
(each such Eligible Assignee issuing a commitment and becoming a Lender, an “Additional Commitment
Lender”), provided, however, that without the consent of Agent (which consent shall not be unreasonably
withheld or delayed), at no time shall the Commitment of any Additional Commitment Lender be less
than $5,000,000.

(d) Effective Date and Allocations. If the Aggregate Commitments are increased in
accordance with this Section, Agent, in consultation with the Borrower, shall determine the effective date
(the “Increase Effective Date™) and the final allocation of such increase. Agent shall promptly notify the
Borrower and the Lenders of the final allocation of such increase and the Increase Effective Date and on
the Increase Effective Date (i) the Aggregate Commitments under, and for all purposes of, this Agreement
shall be increased by the aggregate amount of such Commitment Increases, and (ii) Schedule 2.1 shall be
deemed modified, without further action, to reflect the revised Commitments and Applicable Percentages
of the Lenders.
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(e) Conditions to Effectiveness of Increase. As a condition precedent to such increase, (i) the
Borrower shall deliver to Agent a certificate of each Loan Party dated as of the Increase Effective Date
signed by a Responsible Officer of such Loan Party (A) certifying and attaching the resolutions adopted
by such Loan Party, approving or consenting to such increase, and (B) in the case of the Borrower,
certifying that, before and after giving effect to such increase, (1) the representations and warranties
contained in Article V and the other Loan Documents are true and correct in all material respects on and
as of the Increase Effective Date, except to the extent that (x) such representations and warranties
specifically refer to an earlier date, in which case they are true and correct in all material respects as of
such earlier date, or (y) such representations and warranties are subject to “materiality” or “Material
Adverse Effect” or similar language, in which case they are true and complete in all respects, and except
that for purposes of this Section 2.14, the representations and warranties contained in subsections (a) and
(b) of Section 5.5 shall be deemed to refer to the most recent statements furnished pursuant to clauses (a)
and (b), respectively, of Section 6.1, (ii) the Borrower, Agent, and any Additional Commitment Lender
shall have executed and delivered a joinder to the Loan Documents in such form as Agent shall
reasonably require; (iii) the Borrower shall have paid such fees and other compensation to the Additional
Commitment Lenders as the Borrower and such Additional Commitment Lenders shall agree; (iv) the
Borrower shall have paid such arrangement fees to Agent as the Borrower and Agent may agree; (v) if
requested by Agent, the Borrower shall deliver to Agent and the Lenders an opinion or opinions, in form
and substance reasonably satisfactory to Agent, from counsel to the Borrower reasonably satisfactory to
Agent and dated such date; (vi) the Borrower and the Additional Commitment Lender shall have
delivered such other instruments, documents and agreements as Agent may reasonably have requested,
and (vii) no Default exists. The Borrower shall prepay any Committed Loans outstanding on the Increase
Effective Date (and pay any additional amounts required pursuant to Section 3.5) to the extent necessary
to keep the outstanding Committed Loans ratable with any revised Applicable Percentages arising from
any non-rateable increase in the Commitments under this Section.

63 Conflicting Provisions. This Section shall supersede any provisions in Sections 2.12 or
10.1 to the contrary.

2.15  Extension of the Credit Facility

(a) At any time between . and . days prior to any anniversary of the Closing Date,
provided no Default or Event of Default has occurred and is continuing, the Borrower may, by written
notice to Agent, request that the Maturity Date be extended for a further period not to exceed
from then applicable Maturity Date. The Agent shall forthwith notify each Lender of such request.

(b) Each Lender may, in its sole discretion, approve or decline such request. If a Lender fails
to respond within 30 days of such notice from Agent, it shall be deemed to have declined the extension. If
the Required Lenders confirm to Agent in writing, not less than 30 days prior to the. applicable
anniversary date, that such extension is acceptable to them, then the Maturity Date shall be so extended in
respect only of the Lenders who have approved the request for extension and Agent shall so advise the
Borrower.

(c) If a Lender (the “Declining Lender”) indicates in writing to Agent that the proposed
extension is unacceptable (or is deemed to have declined the extension), Agent shall so advise the
Borrower and the Borrower shall be entitled, for a period up to, and including, the date which is 90 days
prior to the Maturity Date as in effect in respect of such Lender, to propose one or more banks
(collectively, the “Replacement Lender”) which, if not a Lender, shall be acceptable to Agent, the
Swingline Lender and the L/C Issuer (which acceptance, in each case, shall not be unreasonably
withheld), which Replacement Lender would be prepared to accept an assignment of the Loans and the
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Commitment of the Declining Lender in accordance with Section 10.6(b) hereof and to agree to the
extension of the Maturity Date. If, within that time period, the Borrower is able to propose such
Replacement Lender and, if applicable, the Replacement Lender is so acceptable to Agent, the Swingline
Lender and the L/C Issuer, the Declining Lender shall no later than 30 days prior to the Maturity Date as
in effect in respect of such Lender, assign its rights and obligations hereunder to the Replacement Lender
in accordance with Section 10.6(b) hereof for a price equal to the principal amount of the Loans of that
Declining Lender then outstanding plus accrued interest on the principal amount of and all other amounts
payable in respect of all Credit Extensions of, and all fees and all other amounts payable hereunder to,
that Declining Lender to the date of such assignment (or such lesser amount as the Declining Lender and
the Replacement Lender may agree), payable in cash against receipt of such assignment.

(d) Upon the assignment of the Loans and Commitment of a Declining Lender to a
Replacement Lender having occurred in accordance with this Section 2.15, the Maturity Date shall be
deemed to have been extended in respect of such Replacement Lender in the manner which would have
occurred had such Declining Lender originally confirmed the acceptability of the extension.

(e) If no assignment of the Loans and Commitment of a Declining Lender occurs in
accordance with this Section 2.15, then the Maturity Date in respect of the Loans of such Declining
Lender shall not be extended and the Outstanding Amount of all Loans and L/C Obligations owed to such
Declining Lender shall be due and payable in accordance with the provisions of this Agreement on such
date and, upon such payment, each such Declining Lender shall cease to be a Lender hereunder and such
Lender’s Commitment shall be terminated and the Aggregate Commitments reduced accordingly.

(f) If the Required Lenders do not approve the extension request or if no request for an
extension of the Maturity Date is received from the Borrower, the applicable Maturity Date shall not be
extended and the Total Outstandings shall be due and payable to Agent for the account of the applicable
Lenders on the such date.

2.16  Swingline Facility

(a) Where the Borrower has a requirement for a Committed Loan that is a Prime Rate Loan
or a Base Rate Loan, all such requirements for the Borrower not to exceed, in aggregate,
Cdn. $10,000,000 or the equivalent amount in United States Dollars (the “Swingline Amount™), the
Borrower may, on a revolving basis and subject to satisfaction of applicable terms and conditions hereof,
obtain such Committed Loan (a “Swingline Loan”) solely from the Swingline Lender.

(b) Each Swingline Loan shall be made by way of overdraft from the Canadian Dollar or
U.S. Dollar accounts of the Borrower with the Swingline Lender in accordance with Section 2.17. Upon
each Swingline Loan being made to the Borrower, the Borrower shall be deemed to have represented and
warranted that the conditions specified in Sections 4.2(a) and (b) have been satisfied on and as of the date
the Swingline Loan is made.

(©) The Borrower will ensure that at no time will:

(i) the aggregate amount of all outstanding Swingline Loans exceed the Swingline
Amount; and

(ii) the aggregate principal amount of all outstanding Swingline Loans owing to the
Swingline Lender plus such Lender’s share of the Outstanding Amount of Syndicated Borrowings
exceed such Lender’s Commitment.

62
51041344.8



157

(d) Each Swingline Loan shall be repaid by the Borrower or converted into a Syndicated
Borrowing in accordance with Section 2.16(h), in each case, on or before the fifth Business Day
following the date on which such Swingline Loan was advanced. Notwithstanding Section 2.4(a) , no
notice of repayment shall be required to be given by the Borrower in respect of any such repayment of
any Swingline Loan, nor shall Swingline Loans be subject to continuation or conversion, except for
conversions into Syndicated Borrowings in accordance with Section 2.16(h).

(e) If the Borrower requests a Syndicated Borrowing and the Swingline Lender’s share of
such Syndicated Borrowing would cause its share of all Syndicated Borrowings then outstanding together
with all outstanding Swingline Loans to exceed the Swingline Lender’s Commitment, then the Borrower
shall be required to repay such Swingline Loans (or to convert some Swingline Loans into Syndicated
Borrowings in accordance with Section 2.16(h)) to the extent of such excess on or before the requested
date of such Syndicated Borrowing.

() The Borrower may repay Swingline Loans at any time and from time to time without
notice or penalty.

(&) All interest payments and principal repayments of or in respect of Swingline Loans shall
be solely for the account of the Swingline Lender. Subject to Section 2.16(h), all costs and expenses for
which the Borrower is obligated to pay hereunder relating to the Swingline Loans shall be solely for the
account of the Swingline Lender.

(h) Notwithstanding anything to the contrary herein contained:

(i) at any time at the option of the Borrower, the Borrower may, and at the option of
Agent, the Borrower shall, convert any Swingline Loan made to it into a Syndicated Borrowing,
subject to the minimum amounts pursuant to Section 2.2(b) required for Committed Borrowings
of the same type sought to be so converted,;

(ii) if the Borrower does not repay a Swingline Loan made to it on or before the fifth
Business Day following the date on which such Swingline Loan was advanced in accordance with
Section 2.16(d), such Swingline Loan will be converted into a Syndicated Borrowing; and

(ii1) if an Event of Default occurs, all Swingline Loans will be converted into a
Syndicated Borrowing, ‘

in each case, in accordance with the following:

(iv) the Borrower, in the case of subparagraph (i) above, shall give notice to the
Swingline Lender and Agent, or the Swingline Lender, in the case of subparagraph (ii) or (iii)
above, shall give notice to the Borrower and Agent (which notice shall, in the case of (i) or (ii),
direct a conversion of such Swingline Loan into a Syndicated Borrowing and, in the case of (iii),
direct a conversion of all Swingline Loans into Syndicated Borrowings, and shall, in the case of
subparagraphs (i), (ii) or (iii), specify the particulars of such Swingline Loan(s)), and Agent shall
forthwith provide a copy of such notice to the other Lenders;

) effective on the day of notice to that effect to such other Lenders from Agent, the
Borrower shall be deemed to have requested a conversion of such Swingline Loans into an
amount of Syndicated Loans, in the same Types of Loans as the equivalent Swingline Loans,
sufficient to repay the equivalent Swingline Loans and accrued and unpaid interest in respect
thereof; and
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(vi) subject to the same notice period set out in Section 2.2(b)(ii), such other Lenders
shall disburse to Agent for payment to the Swingline Lender their respective shares of such
amounts and such amounts shall thereupon be deemed to have been advanced by such other
Lenders to the Borrower and to constitute Syndicated Loans by way of Prime Rate Loans or Base
Rate Loans.

(i) The Lenders shall be obligated to disburse to Agent for payment to the Swingline Lender
their respective shares of any Syndicated Borrowing contemplated by Section 2.16(h) regardless of:

(i) whether a Default or Event of Default has occurred or is then continuing or
whether any other condition in Section 4.2 is met;

(ii) whether or not the Borrower has, in fact, actually requested such conversion(s);
and

(ii1) whether or not the obligations of the Lenders to make Committed Loans has
terminated.

)] Notwithstanding that any Lender may assign its rights and obligations under this
Agreement, the obligations in this Section 2.16 shall continue as obligations of the Persons who were
Lenders at the time each such Swingline Loan was made, unless the Swingline Lender specifically
releases the Lender from such obligations in writing.

2.17  Overdrafts under the Swingline Facility

(a) Subject to the following provisions of this Section, overdrafts arising from the
withdrawal, transfer or debit of funds from, or the clearance of cheques or drafts drawn on, the Canadian
Dollar and U.S. Dollar accounts, respectively, of the Borrower maintained with Royal Bank, in its
capacity as Swingline Lender, and designated by Royal Bank for such purpose, shall be deemed to be
outstanding as Prime Rate Loans and Base Rate Loans, respectively. Except as set forth in this
Section 2.17. or otherwise agreed in writing between the Borrower and Royal Bank, the provisions of this
Agreement relating to Prime Rate Loans and Base Rate Loans will apply, mutatis mutandis, to Canadian
Dollar and U.S. Dollar overdrafts arising under the Swingline Facility.

b) For certainty, and notwithstanding Section 2.2 or 2.4, no Committed Loan Notice or
notice of repayment need be delivered by the Borrower in respect of overdrafts described in
Section 2.17(a) nor shall the requirements of Sections 2.2(b) or 2.4(a) with respect to the amounts of
Committed Borrowings or repayments apply thereto. The Borrower may make repayments of such
overdrafts (together with accrued interest thereon which, if such repayment is not made on an Interest
Payment Date, shall be paid on the next Interest Payment Date applicable to Prime Rate Loans or Base
Rate Loans, as the case may be, or as otherwise agreed in writing between the Borrower and the
Swingline Lender) from time to time without penalty.

ARTICLE III
TAXES, YIELD PROTECTION AND ILLEGALITY

3.1 Taxes.
(a) Payments Free of Taxes. Any and all payments by or on account of any obligation of the

Loan Parties hereunder or under any other Loan Document shall be made free and clear of and without
reduction or withholding for any Indemnified Taxes or Other Taxes, provided that if the Loan Parties
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shall be required by applicable law to deduct any Indemnified Taxes (including any Other Taxes) from
such payments, then (i) the sum payable shall be increased as necessary so that after making all required
deductions and remittances (including deductions applicable to additional sums payable under this
Section) Agent, each Lender, Swingline Lender or L/C Issuer, as the case may be, receives an amount
equal to the sum it would have received had no such deductions or remittances been made, (ii) the Loan
Parties shall make such deductions and remittances and (iii) the Loan Parties shall timely pay the full
amount deducted or remitted to the relevant Governmental Authority in accordance with applicable law.

(b) Payment of Other Taxes by the Loan Parties. Without limiting the provisions of
subsection (a) above, the Loan Parties shall timely pay and remit any Other Taxes to the relevant
Governmental Authority in accordance with applicable law.

(c) Indemnification by the Loan Parties. The Loan Parties shall indemnify Agent, each
Lender, the Swingline Lender and the L/C Issuer, within seven (7) Business Days after demand therefor,
for the full amount of any Indemnified Taxes or Other Taxes (including Indemnified Taxes or Other
Taxes imposed or asserted on or attributable to amounts payable under this Section) paid or remitted by
Agent, such Lender, the Swingline Lender or the L/C Issuer, as the case may be, and any penalties,
interest and reasonable expenses arising therefrom or with respect thereto, whether or not such
Indemnified Taxes or Other Taxes were correctly or legally imposed or asserted by the relevant
Governmental Authority. A certificate as to the amount of such payment or liability delivered to the
Borrower by a Lender, the Swingline Lender or the L/C Issuer (with a copy to Agent), or by Agent on its
own behalf or on behalf of a Lender, the Swingline Lender or the L/C Issuer, shall be conclusive absent
manifest error.

(d) Evidence of Payments. As soon as practicable after any payment or remittance of
Indemnified Taxes or Other Taxes by the Loan Parties to a Governmental Authority, the Borrower shall
deliver to Agent the original or a certified copy of a receipt issued by such Governmental Authority
evidencing such payment or remittance, a copy of the return reporting such payment or remittance or
other evidence of such payment reasonably satisfactory to Agent.

(e) Status of Lenders. Any Foreign Lender that is entitled to an exemption from or reduction
of withholding tax under the law of the jurisdiction in which the Borrower is resident for tax purposes, or
any treaty to which such jurisdiction is a party, with respect to payments hereunder or under any other
Loan Document shall deliver to the Borrower (with a copy to Agent), at the time or times prescribed by
applicable law or reasonably requested by the Borrower or Agent, such properly completed and executed
documentation prescribed by applicable law as will permit such payments to be made without
withholding or at a reduced rate of withholding. Such delivery shall be provided on or prior to the date on
which such Foreign Lender becomes a Lender under this Agreement and on or before such documentation
expires or becomes obsolete or after the occurrence of an event requiring a change in the documentation
most recently delivered. In addition, any Lender, if requested by the Borrower or Agent, shall deliver such
other documentation prescribed by applicable law or reasonably requested by the Borrower or Agent as
will enable the Borrower or Agent to determine whether or not such Lender is subject to backup
withholding or information reporting requirements.

6] Treatment of Certain Refunds. If Agent, any Lender, the Swingline Lender or the L/C
Issuer determines, in its sole discretion, that it has received a refund of any Taxes or Other Taxes as to
which it has been indemnified by the Loan Parties or with respect to which the Loan Parties have paid
additional amounts pursuant to this Section, it shall pay to the applicable Loan Parties an amount equal to
such refund (but only to the extent of indemnity payments made, or additional amounts paid, by the Loan
Parties under this Section with respect to the Taxes or Other Taxes giving rise to such refund), net of all
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out-of-pocket expenses of Agent, such Lender, the Swingline Lender or the L/C Issuer, as the case may
be, and without interest (other than any interest paid by the relevant Governmental Authority with respect
to such refund), provided that the Loan Parties, upon the request of Agent, such Lender, the Swingline
Lender or the L/C Issuer, agree to repay the amount paid over to the Loan Parties (plus any penalties,
interest or other charges imposed by the relevant Governmental Authority) to Agent, such Lender, the
Swingline Lender or the L/C Issuer in the event Agent, such Lender, the Swingline Lender or the L/C
Issuer is required to repay such refund to such Governmental Authority. This subsection shall not be
construed to require Agent, any Lender, the Swingline Lender or the L/C Issuer to make available its tax
returns (or any other information relating to its taxes that it deems confidential) to the Loan Parties or any
other Person.

(g) Withholding Tax Documentation. Each Lender shall, at such times as are reasonably
requested by the Borrower or Agent, provide the Borrower and Agent with any properly completed and
executed documentation prescribed by applicable law, or reasonably requested by the Borrower or Agent,
certifying as to any entitlement of such Lender to an exemption from, or reduction in, any withholding
Tax with respect to any payments to be made to such Lender under the Loan Documents. Each such
Lender shall, whenever a lapse in time or change in circumstances renders such documentation expired,
obsolete or inaccurate in any respect, deliver promptly to the Borrower and Agent updated or other
appropriate documentation (including any new documentation reasonably requested by the applicable
withholding agent) or promptly notify the Borrower and Agent of its inability to do so. In addition, any
Lender, if reasonably requested by the Borrower or Agent, shall deliver such other documentation
prescribed by applicable Law or reasonably requested by the Borrower or Agent as will enable the
Borrower or Agent to determine whether or not such Lender is subject to backup withholding or
information reporting requirements. Notwithstanding anything to the contrary in the preceding two
sentences, the completion, execution and submission of such documentation shall not be required if in the
Lender’s reasonable judgment such completion, execution or submission would subject such Lender to
any material unreimbursed cost or expense or would materially prejudice the legal or commercial position
of such Lender.

3.2 Illegality.

If any Lender determines that any Law has made it unlawful, or that any Governmental Authority
has asserted that it is unlawful, for any Lender or its applicable Lending Office to make, maintain or fund
any Fixed Rate Loans, or to determine or charge interest rates based upon the LIBO Rate or the BA Rate,
as the case may be, or any Governmental Authority has imposed material restrictions on the authority of
such Lender to purchase or sell, or to take deposits of, U.S. Dollars in the London interbank market or
Canadian bankers’ acceptances on the market, then, on notice thereof by such Lender to the Borrower
through Agent, any obligation of such Lender to make or continue LIBO Rate Loans or to convert Base
Rate Loans to LIBO Rate Loans or to make or continue BA Rate Loans or to convert Prime Rate Loans to
BA Rate Loans shall be suspended (and, subject to the terms and conditions hereof, replaced with an
obligation to make Base Rate Loans or Prime Rate Loans, as applicable) until such Lender notifies Agent
and the Borrower that the circumstances giving rise to such determination no longer exist. Upon receipt of
such notice, the Borrower shall, upon demand from such Lender (with a copy to Agent), prepay or, if
applicable, convert all LIBO Rate Loans of such Lender to Base Rate L.oans or BA Rate Loans to Prime
Rate Loans, as applicable, either on the last day of the Interest Period therefor, if such Lender may
lawfully continue to maintain such Fixed Rate Loans to such day, or immediately, if such Lender may not
lawfully continue to maintain such Fixed Rate Loans. Upon any such prepayment or conversion, the
Borrower shall also pay accrued interest on the amount so prepaid or converted.
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33 Inability to Determine Rates.

(a) If the Required Lenders determine that for any reason in connection with any request for
a LIBO Rate Loan or a conversion to or continuation thereof that (i) U.S. Dollar deposits are not being
offered to banks in the London interbank market for the applicable amount and Interest Period of such
LIBO Rate Loan, (ii) adequate and reasonable means do not exist for determining the LIBO Rate for any
requested Interest Period with respect to a proposed LIBO Rate Loan, or (iii) the LIBO Rate for any
requested Interest Period with respect to a proposed LIBO Rate Loan does not adequately and fairly
reflect the cost to such Lenders of funding such Loan, Agent will promptly so notify the Borrower and
each Lender. Thereafter, the obligation of the Lenders to make or maintain LIBO Rate Loans shall be
suspended until Agent (upon the instruction of the Required Lenders) revokes such notice. Upon receipt
of such notice, the Borrower may revoke any pending request for a Borrowing of, conversion to or
continuation of LIBO Rate Loans or, failing that, will be deemed to have converted such request into a
request for a Committed Borrowing of Base Rate Loans in the amount specified therein.

(b) If the Required Lenders determine that for any reason in connection with any request for
a BA Rate Loan or a conversion to or continuation thereof that (i) bankers’ acceptances are not being
offered to banks in the Canadian bankers’ acceptances market for the applicable amount and Interest
Period of such BA Rate Loan, (ii) adequate and reasonable means do not exist for determining the BA
Rate for any requested Interest Period with respect to a proposed BA Rate Loan, or (iii) the BA Rate for
any requested Interest Period with respect to a proposed BA Rate Loan does not adequately and fairly
reflect the cost to such Lenders of funding such Loan, Agent will promptly so notify the Borrower and
each Lender. Thereafter, the obligation of the Lenders to make or maintain BA Rate Loans shall be
suspended until Agent (upon the instruction of the Required Lenders) revokes such notice. Upon receipt
of such notice, the Borrower may revoke any pending request for a Borrowing of, conversion to or
continuation of BA Rate Loans or, failing that, will be deemed to have converted such request into a
request for a Committed Borrowing of Prime Rate Loans in the amount specified therein.

34 Increased Costs; Reserves on LIBO Rate Loans.

(a) Increased Costs Generally. If any Change in Law shall:

(1) impose, modify or deem applicable any reserve, special deposit, compulsory
loan, insurance charge or similar requirement against assets of, deposits with or for the account
of, or credit extended or participated in by, any Lender (except any reserve requirement reflected
in the LIBO Rate), the Swingline Lender or the L/C Issuer;

(ii) subject any Lender, the Swingline Lender or the L/C Issuer to any tax of any kind
whatsoever with respect to this Agreement, any Letter of Credit, any participation in a Letter of
Credit or any Fixed Rate Loan made by it, or change the basis of taxation of payments to such
Lender, the Swingline Lender or the L/C Issuer in respect thereof (except for Indemnified Taxes
or Other Taxes covered by Section 3.1 and the imposition of, or any change in the rate of, any
Excluded Tax payable by such Lender, the Swingline Lender or the L/C Issuer); or

(iid) impose on any Lender, the Swingline Lender or the L/C Issuer or the London
interbank market or the Canadian bankers’ acceptances market any other condition, cost or
expense affecting this Agreement or LIBO Rate Loans or BA Rate Loans made by such Lender or
any Letter of Credit or participation therein;
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and the result of any of the foregoing shall be to increase the cost to such Lender of making or
maintaining any Fixed Rate Loan (or of maintaining its obligation to make any such Loan), or to increase
the cost to such Lender or the L/C Issuer of participating in, issuing or maintaining any Letter of Credit
(or of maintaining its obligation to participate in or to issue any Letter of Credit), or to reduce the amount
of any sum received or receivable by such Lender, the Swingline Lender or the L/C Issuer hereunder
(whether of principal, interest or any other amount) then, upon request of such Lender, the Swingline
Lender or the L/C Issuer and delivery of the certificate contemplated by Section 3.4(c)), the Borrower will
pay to such Lender, the Swingline Lender or the L/C Issuer, as the case may be, such additional amount
or amounts as will compensate such Lender, the Swingline Lender or the L/C Issuer, as the case may be,
for such additional costs incurred or reduction suffered.

(b) Capital Requirements. If any Lender, the Swingline Lender or the L/C Issuer
determines that any Change in Law affecting such Lender, the Swingline Lender or the L/C Issuer or any
Lending Office of such Lender or such Lender’s, the Swingline Lender’s or the L/C Issuer’s holding
company, if any, regarding capital requirements has or would have the effect of reducing the rate of return
on such Lender’s, the Swingline Lender’s or the L/C Issuer’s capital or on the capital of such Lender’s,
the Swingline Lender’s or the L/C Issuer’s holding company, if any, as a consequence of this Agreement,
the Commitments of such Lender or the Loans made by, or participations in Letters of Credit held by,
such Lender or the Swingline Lender, or the Letters of Credit issued by the L/C Issuer, to a level below
that which such Lender, the Swingline Lender or the L/C Issuer or such Lender’s, the Swingline Lender’s
or the L/C Issuer’s holding company could have achieved but for such Change in Law (taking into
consideration such Lender’s, the Swingline Lender’s or the L/C Issuer’s policies and the policies of such
Lender’s, the Swingline Lender’s or the L/C Issuer’s holding company with respect to capital adequacy),
then from time to time upon delivery of the certificate contemplated by Section 3.4(c) the Borrower will
pay to such Lender, the Swingline Lender or the L/C Issuer, as the case may be, such additional amount
or amounts as will compensate such Lender, the Swingline Lender or the L/C Issuer or such Lender’s, the
Swingline Lender’s or the L/C Issuer’s holding company for any such reduction suffered.

(c) Certificates for Reimbursement. A certificate of a Lender, the Swingline Lender or the
L/C Issuer delivered to the Borrower and Agent setting forth the amount or amounts necessary to
compensate such Lender, the Swingline Lender or the L/C Issuer or its holding company, as the case may
be, as specified in subsection (&) or of this Section shall be conclusive absent manifest error. The
Borrower shall pay such Lender, the Swingline Lender or the L/C Issuer, as the case may be, the amount
shown as due on any such certificate within seven (7) Business Days after receipt thereof.

(d) Delay in Requests. Failure or delay on the part of any Lender, the Swingline Lender or
the L/C Issuer to demand compensation pursuant to the foregoing provisions of this Section shall not
constitute a waiver of such Lender’s, the Swingline Lender’s or the L/C Issuer’s right to demand such
compensation, provided that the Borrower shall not be required to compensate a Lender, the Swingline
Lender or the L/C Issuer pursuant to the foregoing provisions of this Section for any increased costs
incurred or reductions suffered more than nine months prior to the date that such Lender, the Swingline
Lender or the L/C Issuer, as the case may be, notifies the Borrower of the Change in Law giving rise to
such increased costs or reductions and of such Lender’s, the Swingline Lender’s or the L/C Issuer’s
intention to claim compensation therefor (except that, if the Change in Law giving rise to such increased
costs or reductions is retroactive, then the nine-month period referred to above shall be extended to
include the period of retroactive effect thereof).

(e) Reserves on LIBO Rate Loans. The Borrower shall pay to each Lender, as long as such
Lender shall be required to maintain reserves with respect to liabilities or assets consisting of or including
Eurocurrency funds or deposits (currently known as “Eurocurrency liabilities™), additional interest on the
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unpaid principal amount of each LIBO Rate Loan equal to the actual costs of such reserves allocated to
such Loan by such Lender (as determined by such Lender in good faith, which determination shall be
conclusive), which shall be due and payable on each date on which interest is payable on such Loan,
provided the Borrower shall have received at least 10 days’ prior notice (with a copy to Agent) of such
additional interest from such Lender. If a Lender fails to give notice 10 days prior to the relevant Interest
Payment Date, such additional interest shall be due and payable seven (7) Business Days: from receipt of
such notice.

3.5 Compensation for Losses.

Upon demand of any Lender (with a copy to Agent) from time to time, other than as a result of
the application of Section 3.2 or 3.3 hereof, the Borrower shall, upon receipt of the certificate
contemplated by the last sentence of this Section 3.5, compensate such Lender for and hold such Lender
harmless from any loss, cost or expense incurred by it as a result of:

(2) any continuation, conversion, payment or prepayment of any Loan other than a Base Rate
Loan or a Prime Rate Loan on a day other than the last day of the Interest Period for such Loan (whether
voluntary, mandatory, automatic, by reason of acceleration, or otherwise);

(b) any failure by the Borrower (for a reason other than the failure of such Lender to make a
Loan) to prepay, borrow, continue or convert any Loan other than a Base Rate Loan or a Prime Rate Loan
on the date or in the amount notified by the Borrower; or

(c) any assignment of a Fixed Rate Loan on a day other than the last day of the Interest
Period therefor as a result of a request by the Borrower pursuant to Section 10.13,

including any loss of anticipated profits and any loss or expense arising from the liquidation or
reemployment of funds obtained by it to maintain such Loan or from fees payable to terminate the
deposits from which such funds were obtained. The Borrower shall also pay any customary administrative
fees charged by such Lender in connection with the foregoing.

For purposes of calculating amounts payable by the Borrower to the Lenders under this
Section 3.5, each Lender shall be deemed to have funded (i) each LIBO Rate Loan made by it at the LIBO
Rate for such Loan by a matching deposit or other borrowing in the London interbank market for a
comparable amount and for a comparable period, whether or not such LIBO Rate Loan was in fact so
funded, and (ii) each BA Rate Loan made by it at the BA Rate for such Loan by a matching deposit or
other borrowing in the Canadian bankers’ acceptances market for a comparable amount and for a
comparable period, whether or not such BA Rate Loan was in fact so funded. Any Lender demanding
payment of any amounts under this Section 3.5 shall deliver to the Borrower (with a copy to Agent) a
certificate setting forth reasonably detailed calculations of the amount or amounts owing to such Lender
under this Section 3.5.

3.6 Mitigation Obligations; Replacement of Lenders.

(a) Designation of a Different [ending Office. If any Lender, the Swingline Lender or the
L/C Issuer requests compensation under Section 3.4, or the Borrower is required to pay any additional
amount to any Lender, the Swingline Lender, the L/C Issuer or any Governmental Authority for the
account of any Lender, the Swingline Lender or the L/C Issuer pursuant to Section 3.1, or if any Lender
gives a notice pursuant to Section 3.2, then such Lender, the Swingline Lender or the L/C Issuer shall use
reasonable efforts to designate a different Lending Office for funding or booking its Loans hereunder or
to assign its rights and obligations hereunder to another of its offices, branches or affiliates, if, in the
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judgment of such Lender, the Swingline Lender or the L/C Issuer such designation or assignment (i)
would eliminate or reduce amounts payable pursuant to Section 3.1 or 3.4, as the case may be, in the
future, or eliminate the need for the notice pursuant to Section 3.2, as applicable, and (ii) in each case,
would not subject such Lender, the Swingline Lender or the L/C Issuer to any unreimbursed cost or
expense and would not otherwise be disadvantageous to such Lender, the Swingline Lender or the L/C
Issuer. The Borrower hereby agrees to pay all reasonable costs and expenses incurred by any Lender, the
Swingline Lender or the L/C Issuer in connection with any such designation or assignment.

(b) Replacement of Lenders. If any Lender, the Swingline Lender or the L/C Issuer requests
compensation under Section 3.4, or if the Borrower is required to pay any additional amount to any
Lender, the Swingline Lender, the L/C Issuer or any Governmental Authority for the account of any
Lender, the Swingline Lender or the L/C Issuer pursuant to Section 3.1, the Borrower may replace such
Lender, the Swingline Lender or the L/C Issuer, as applicable, in accordance with Section 10.13.

3.7 Survival.

All of the Borrower’s obligations under this Article III shall survive termination of the Aggregate
Commitments and repayment of all other Secured Obligations hereunder.

ARTICLE IV
CONDITIONS PRECEDENT TO CREDIT EXTENSIONS

4.1 Conditions of Initial Credit Extension.

The obligation of each Lender and, if applicable, the Swingline Lender and the L/C Issuer to
make its initial Credit Extension on the Closing Date is subject to satisfaction of the following conditions
precedent:

(a) Agent’s receipt of the following, each of which shall be originals, facsimiles or other
electronic image scan transmission (e.g., “pdf” or “tif” via e-mail) (followed promptly by originals)
unless otherwise specified, each properly executed by a Responsible Officer of the signing Loan Party,
the Lenders or other Person(s), as applicable, each dated the Closing Date (or, in the case of certificates of
governmental officials, a recent date before the Closing Date) and each in form and substance satisfactory
to Agent:

@) executed counterparts of this Agreement sufficient in number for distribution to
Agent, each Lender and the Borrower;

(ii) a Note executed by the Borrower in favor of each Lender requesting a Note;

(iti) certificates of resolutions or other action, incumbency certificates and/or other
certificates of Responsible Officers of each Loan Party evidencing (A) the authority of each Loan
Party to enter into this Agreement and the other Loan Documents to which each such each Loan
Party is a party or is to become a party and (B) the identity, authority and capacity of each
Responsible Officer thereof authorized to act as a Responsible Officer in connection with this
Agreement and the other Loan Documents to which each such each Loan Party is a party or is to
become a party;

(iv) copies of each Loan Party’s Organization Documents and such other documents
and certifications as Agent may reasonably require to evidence that each Loan Party is duly
organized or formed, and that each Loan Party is validly existing, in good standing and qualified
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to engage in business in each jurisdiction where its ownership, lease or operation of properties or
the conduct of its business requires such qualification, except to the extent that failure to so
qualify in such jurisdiction could not reasonably be expected to have a Material Adverse Effect;

) a favorable opinion of DLA Piper (Canada) LLP, counsel to the Loan Parties,
and such other local counsel as Agent may reasonably request, in each case addressed to Agent
and each Lender, as to such matters concerning the Loan Parties and the Loan Documents as
Agent may reasonably request;

(vi) a certificate signed by a Responsible Officer of the Borrower certifying (A) that
the conditions specified in Sections 4.2(a) and (b) have been satisfied, (B) that there has been no
event or circumstance since the date of the Audited Financial Statements that has had or could be
reasonably expected to have, either individually or in the aggregate, a Material Adverse Effect,
(©) to the Solvency of the Loan Parties, taken as a whole, as of the Closing Date after giving
effect to the transactions contemplated hereby, and (D) either that (1) no consents, licenses or
approvals are required in connection with the execution, delivery and performance by such Loan
Party and the validity against such Loan Party of the Loan Documents to which it is a party, or
(2) that all such consents, licenses and approvals have been obtained and are in full force and
effect;

(vii)  evidence that all insurance required to be maintained pursuant to the Loan
Documents and all endorsements in favor of Agent required under the Loan Documents have
been obtained and are in effect;

(viii)  the Security Documents;

(ix) all other Loan Documents set forth on Schedule 4.1, each duly executed by the
applicable party thereto;

(x) evidence that each of the Collateral Mortgages has been registered, or that
arrangements for registration reasonably satisfactory to Agent have been made, in the applicable
land title or land registry office to create a valid and enforceable first priority (subject to Liens
identified in the lender’s title policy referred to in clause (xi) below as exceptions) Lien in favor
of Agent for the benefit of the Credit Parties;

(xi) a lender’s title insurance policy with respect to such Collateral Mortgage;
(xii)  with respect to each Mortgaged Property:

(A) if available or as otherwise required by the issuer of the title
insurance policy, a survey prepared by a licenced surveyor reasonably acceptable to Agent and
certified to Agent and the issuer of the title insurance policy in a manner reasonably satisfactory
to Agent; ‘

(B) an Appraisal addressed to Agent or accompanied by a transmittal
or reliance letter in form and substance reasonably satisfactory to Agent;

© copies of any existing environmental site assessment reports
prepared by an environmental consultant reasonably acceptable to Agent, and accompanied by
such reports, certificates, studies or data as Agent may reasonably require;
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(xiii) results of searches or other evidence reasonably satisfactory to Agent (in each
case dated as of a date reasonably satisfactory to Agent) indicating the absence of Liens on the
assets of the Loan Parties, except for Permitted Encumbrances and Liens for which estoppel
letters, termination statements, discharges, releases, and releases or subordination agreements
satisfactory to Agent are being tendered concurrently with such extension of credit or other
arrangements satisfactory to Agent for the delivery of such termination statements and releases,
satisfactions and discharges have been made;

(xiv) (A)all documents and instruments, including PPSA financing statements,
required by law or reasonably requested by Agent to be filed, registered or recorded to create or
perfect the first priority Liens intended to be created under the Loan Documents and all such
documents and instruments shall have been so filed, registered or recorded to the satisfaction of
Agent, (B) the Cash Management Agreements and Credit Card Notifications required pursuant to
Section 6.13 hereof, (C) the Control Agreements with respect to the Borrowet’s securities and
investment accounts required pursuant to Section 6.13 hereof, and (D) Collateral Access
Agreements with respect to warehouse or distribution centers of the Borrower provided, however,
that the delivery of such agreements are not conditions to closing hereunder, but for each such
location for which such an agreement is not delivered within ninety (90) days after the Closing
Date, Agent may establish a rent Availability Reserve in respect thereof; and

(xv)  such other assurances, certificates, documents, consents or opinions as Agent
reasonably may require.

(b) Agent shall have completed its business, financial and legal due diligence of the Loan
Parties and shall have received appraisals and field examinations in respect of the Borrower, with results
satisfactory to Agent;

(c) After giving effect to (i) the first funding under the Loans, (ii) the payment of all fees and
other amounts due under the Loan Documents on the Closing Date in connection with the establishment
of the credit facility contemplated hereby and (iii) all Letters of Credit to be issued at, or immediately
subsequent to, such establishment, Availability shall be not less tha

(d) All of the Loan Parties’ Accounts payable shall be within stated invoice terms as of the
Closing Date, or as permitted in the ordinary course of the Loan Parties’ business consistent with past
practice.

(e) Agent shall have received a Borrowing Base Certificate dated the Closing Date, relating
to the Fiscal Period ended July 16, 2017, and executed by a Responsible Officer of the Borrower.

) Agent shall be reasonably satisfied that any financial statements delivered to it fairly
present the business and financial condition of the Person in respect of which such financial statements
have been prepared and that there has been no Material Adverse Effect since the date of the most recent
financial information delivered to Agent.

(2) Agent shall have received and be satisfied with (i) a detailed forecast for the period
commencing on the Closing Date through the fiscal year ending on or about February 25, 2018, which
shall include an Availability model, Consolidated statement of earnings (loss) and surplus (deficit),
balance sheet, and statement of cash flows, by month, each prepared in conformity with GAAP and
consistent with the Borrower’s then current practices, and (ii) such other financial information reasonably
requested by Agent.
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(h) There shall not be pending any litigation or other proceeding, the result of which, either
individually or in the aggregate, could reasonably be expected to have a Material Adverse Effect.

(i) There shall not have occurred any default of any Material Contract of any Loan Party.

) The consummation of the transactions contemplated hereby shall not violate any
Applicable Law or any Organization Document.

(k) All fees required to be paid to Agent on or before Closing Date shall have been paid in
full, and all fees required to be paid to the Lenders on or before the Closing Date shall have been paid in
full.

6 The Borrower shall have paid all reasonable and documented fees, charges and
disbursements of counsel to Agent to the extent invoiced prior to or on the Closing Date, plus such
additional amounts of such fees, charges and disbursements as shall constitute its reasonable estimate of
such fees, charges and disbursements incurred or to be incurred by it through the closing proceedings
(provided that such estimate shall not thereafter preclude a final settling of accounts between the
Borrower and Agent).

: (m) Agent shall have received all documentation and other information required by regulatory
authorities under applicable “know your customer” and anti-money laundering rules and regulations,
including without limitation the AML Legislation.

Without limiting the generality of the provisions of Section 9.4, for purposes of determining
compliance with the conditions specified in this Section 4.1, each Lender that has signed this Agreement
shall be deemed to have Consented to, approved or accepted or to be satisfied with, each document or
other matter required thereunder to be Consented to or approved by or acceptable or satisfactory to a
Lender unless Agent shall have received notice from such Lender prior to the proposed Closing Date
specifying its objection thereto.

4.2 Conditions to all Credit Extensions.

The obligation of each Lender to honor any Request for Credit Extension (other than a
Committed Loan Notice requesting only a conversion of Committed Loans to the other Type, or a
continuation of LIBO Rate Loans) and the L/C Issuer to issue each Letter of Credit is subject to the
following conditions precedent:

(a) The representations and warranties of each Loan Party contained in Article V or any
other Loan Document, or which are contained in any information furnished at any time in accordance
with the provisions of Section 6.1 or 6.2 hereof, shall be true and correct in all material respects on and as
of the date of such Credit Extension, except to the extent that (i) such representations and warranties
specifically refer to an earlier date, in which case they shall be true and correct in all material respects as
of such earlier date, and (ii) such representations and warranties are subject to “materiality” or “Material
Adverse Effect” or similar language, in which case they shall be true and correct in all respects, and
except that for purposes of this Section 4.2, the representations and warranties contained in subsections
and (b) of Section 5.5 shall be deemed to refer to the most recent statements furnished pursuant to clauses
(a) and (b), respectively, of Section 6.1.

(b) No Default shall exist, or would result from such proposed Credit Extension or from the

application of the proceeds thereof.
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(c) Agent shall have received a Request for Credit Extension in accordance with the
requirements hereof.

(d) No event or circumstance which could reasonably be expected to result in a Material
Adverse Effect shall have occurred since the Closing Date.

(e) No Over-advance shall result from such Credit Extension.

Each Request for Credit Extension (other than a Committed Loan Notice requesting only a
conversion of Committed Loans to the other Type or a continuation of Fixed Rate Loans) submitted by
the Borrower shall be deemed to be a representation and warranty by the Borrower that the conditions
specified in Sections 4.2(a) and (b) have been satisfied on and as of the date of the applicable Credit
Extension. The conditions set forth in this Section 4.2 are for the sole benefit of the Credit Parties but
until the Required Lenders otherwise direct Agent to cease making Committed Loans in accordance with
the terms of this Agreement, the Lenders will fund their Applicable Percentage of all Loans and L/C
Advances and participate in all Letters of Credit whenever made or issued, which are requested by the
Borrower and which, notwithstanding the failure of the Loan Parties to comply with the provisions of this
Article IV, are agreed to by Agent, provided, however, the making of any such Loans or the issuance of
any Letters of Credit shall not be deemed a modification or waiver by any Credit Party of the provisions
of this Article IV on any future occasion or a waiver of any rights or the Credit Parties as a result of any
such failure to comply.

ARTICLE V
REPRESENTATIONS AND WARRANTIES

To induce the Credit Parties to enter into this Agreement and to make Loans and to issue Letters
of Credit hereunder, each Loan Party represents and warrants to Agent and the other Credit Parties that
each of the following representations and warranties (as supplemented by the disclosure schedules
delivered to Agent and the Lenders contemporaneously with the execution and delivery of this Agreement
(the “Schedules™), as such Schedules may be updated from time to time pursuant to Section 6.2(h)) are
true and correct on the Closing Date (except if any such Schedule expressly relates to an earlier date, in
which case such Schedule shall be true and correct as of such earlier date) and as of each date such
representations are deemed to be made (except if such representations and warranties expressly relate to
an earlier date, then such representations and warranties shall be true and correct as of such eatlier date)
pursuant to this Agreement and the other Loan Documents:

5.1 Existence, Qualification and Power.

Each Loan Party (a) is a corporation, unlimited liability company, association, partnership or
limited partnership, or other business organization, duly incorporated, organized or formed, validly
existing and, where applicable, in good standing under the Laws of the jurisdiction of its incorporation,
organization, or formation (b) has all requisite power and authority and all requisite governmental
licenses, permits, authorizations, consents and approvals to (i) own or lease its assets and carry on its
business and (ii) execute, deliver and perform its obligations under the Loan Documents to which it is a
party, and (c) is duly qualified and is licensed and, where applicable, in good standing under the Laws of
each jurisdiction where its ownership, lease or operation of properties or the conduct of its business
requires such qualification or license; except in each case referred to in clause (b)(i) or (c), to the extent
that failure to do so could not reasonably be expected to have a Material Adverse Effect. Schedule 5.1
annexed hereto sets forth, as of the Closing Date, each Loan Party’s name as it appears in official filings
in its jurisdiction of incorporation, organization or formation, its chief executive office and, if different,
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its registered office, its organization type, organization number, if any, issued by its jurisdiction of
incorporation or organization, and its tax identification numbers.

5.2 Authorization; No Contravention.

The execution, delivery and performance by each Loan Party of each Loan Document to which
such Person is or is to be a party, has been duly authorized by all necessary corporate or other
organizational action, and does not and will not (a) contravene the terms of any of such Person's
Organization Documents; (b) conflict with or result in any breach, termination, or contravention of, or
constitute a default under, or require any payment to be made under (i) any Material Contract or any
Material Indebtedness to which such Person is a party, or affecting such Person or the properties of such
Person or any of its Subsidiaries, in each case in any material respect, or (ii) any order, injunction, writ or
decree of any Governmental Authority or any arbitral award to which such Person or its property is
subject; (c) result in or require the creation of any Lien upon any asset of any Loan Party (other than
Liens in favor of Agent under the Security Documents); or {(d) violate any Law.

53 Governmental Authorization; Other Consents.

No approval, consent, exemption, authorization, or other action by, or notice to, or filing with,
any Governmental Authority or any other Person is necessary or required in connection with the
execution, delivery or performance by, or enforcement against, any Loan Party of this Agreement or any
other Loan Document, except for (a) the perfection or maintenance of the Liens created under the
Security Documents (including, where applicable, the first priority nature thereof) or (b) such as have
been obtained or made and are in full force and effect.

5.4 Binding Effect.

This Agreement has been, and each other Loan Document, when delivered, will have been, duly
executed and delivered by each Loan Party that is party thereto. This Agreement constitutes, and each
other Loan Document when so delivered will constitute, a legal, valid and binding obligation of such
Loan Party, enforceable against each Loan Party that is party thereto in accordance with its terms, subject
to applicable bankruptcy, insolvency, reorganization, moratorium or other laws affecting creditors’ rights
generally and subject to general principles of equity, regardless of whether considered in a proceeding in
equity or at law.

5.5 Financial Statements; No Material Adverse Effect.

(a) The Audited Financial Statements (i) were prepared in accordance with GAAP
consistently applied throughout the period covered thereby, except as otherwise expressly noted therein;
and (ii) fairly present the financial condition of the Borrower and its Subsidiaries as of the date thereof
and their results of operations for the period covered thereby in accordance with GAAP consistently
applied throughout the period covered thereby, except as otherwise expressly noted therein.

(b) Since the Closing Date, there has been no event or circumstance, either individually or in
the aggregate, that has had or could reasonably be expected to have a Material Adverse Effect.

() The Consolidated forecasted balance sheet and statements of earnings (loss) and surplus
(deficit) and statement. of cash flows of the Borrower and its Subsidiaries delivered pursuant to
Section 6.1(c) were prepared in good faith on the basis of the assumptions stated therein, which
assumptions were fair in light of the conditions existing at the time of delivery of such forecasts (it being
understood that such forecasted financial information is subject to significant uncertainties and
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contingencies, many of which are beyond the control of the Loan Parties, that no assurance is given that
any particular forecasts will be realized, that actual results may differ and that such differences may be
material).

5.6 Litigation.

There are no actions, suits, proceedings, claims or disputes pending or, to the knowledge of the
Borrower after due and diligent investigation, threatened (in writing), at law, in equity, in arbitration or
before any Governmental Authority, by or against any Loan Party or against any of its properties or
revenues that (a) purport to affect or pertain to this Agreement or any other Loan Document, or any of the
transactions contemplated hereby, or (b) except as specifically disclosed in Schedule 5.6, either
individually or in the aggregate could reasonably be expected to have a Material Adverse Effect, and
there has been no material adverse change in the status, or financial effect on the Borrower and its
Subsidiaries, taken as a whole, of the matters described on Schedule 5.6.

5.7 No Default.

No Loan Party is in default in any respect under or with respect to, or party to, any Material
Contract or any Material Indebtedness the effect of which would reasonably be expected to have a
Material Adverse Effect. No Default has occurred and is continuing or would result from the
consummation of the transactions contemplated by this Agreement or any other Loan Document.

5.8 Ownership of Property; Liens.

(a) Each of the Loan Parties has good record and marketable title in fee simple to or valid
leasehold interests in, all real property necessary or used in the ordinary conduct of its business, except
for such defects in title as could not, individually or in the aggregate, reasonably be expected to have a
Material Adverse Effect. Each of the Loan Parties has good and marketable title to, valid leasehold
interests in, or valid licenses to use all personal property and assets material to the ordinary conduct of its
business except as would not, individually or in the aggregate, reasonably be expected to have a Material
Adverse Effect.

(b) Schedule 5.8(b)(1) sets forth the address (including street address, province/territory, and
postal code) of all Real Estate that is owned by the Loan Parties, together with a list of the holders of any
mortgage or other Lien thereon, other than Permitted Encumbrances, as of the Closing Date. The
Borrower and each other Loan Party has good, marketable and insurable fee simple title to the real
property owned by the Borrower or such Loan Party, free and clear of all Liens, other than Permitted
Encumbrances. Schedule 5.8(b)(2) sets forth the address (including street address, province/territory, and
postal code) of all Leases of the Loan Parties, together with a list of the lessor and its contact information
with respect to each such Lease, in each case as of the Closing Date. To the knowledge of the Borrower
after reasonable inquiry of its Responsible Officers, each of such Leases is in full force and effect and no
Loan Party is in default of the terms thereof except, in each case, as would not, individually or in the
aggregate, reasonably be expected to have a Material Adverse Effect.

(c) Schedule 7.1 sets forth a complete and accurate list of all Liens on the property or assets
of the Loan Parties, showing as of the Closing Date the lienholder thereof, the principal amount of the
obligations secured thereby and the property or assets of the Loan Parties subject thereto. The property of
each of the Loan Parties is subject to no Liens, other than Permitted Encumbrances.
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(d) Schedule 7.2 sets forth a complete and accurate list of all Investments held by the Loan
Parties on the Closing Date, showing as of the Closing Date the amount, obligor or issuer and maturity, if
any, thereof.

(e) Schedule 7.3 sets forth a complete and accurate list of all Indebtedness of the Loan
Parties on the Closing Date, showing as of the Closing Date the amount, obligor or issuer and maturity
thereof.

5.9 Environmental Compliance.
Except as specifically disclosed in Schedule 5.9:

(a) With respect to the Mortgaged Property, no Loan Party (i) has failed to comply with any
Environmental Law or to obtain, maintain or comply with any permit, license or other approval required
under any Environmental Law, (ii) has become subject to any Environmental Liability, (iii) has received
notice of any claim with respect to any Environmental Liability or (iv) knows of any basis for any
Environmental Liability, in each case, in relation to such Mortgaged Property.

(b) With respect to any properties of the Loan Parties other than the Mortgaged Property or
their businesses or activities, no Loan Party (i) has failed to comply with any Environmental Law or to
obtain, maintain or comply with any permit, license or other approval required under any Environmental
Law, (ii) has become subject to any Environmental Liability, (iii) has received notice of any claim with
respect to any Environmental Liability or (iv) knows of any basis for any Environmental Liability, except,
in each case, as could not, individually or in the aggregate, reasonably be expected to have a Material
Adverse Effect.

(c) To the best of the knowledge of the Borrower, none of the properties currently or
formerly owned or operated by any Loan Party is listed or proposed for listing on any list promulgated
under any Environmental Laws or is adjacent to any such property; there are no and never have been any
underground or above-ground storage tanks or any surface impoundments, septic tanks, pits, sumps or
lagoons in which Hazardous Materials are being or have been treated, stored or disposed on any property
currently owned or operated by any Loan Party or on any property formerly owned or operated by any
Loan Party; there is no asbestos or asbestos-containing material on any property currently owned or
operated by any Loan Party; and Hazardous Materials have not been released, discharged or disposed of
on any property currently or formerly owned or operated by any Loan Party.

(d) No Loan Party is undertaking or has completed, either individually or together with other
potentially responsible parties, any investigation or assessment or remedial or response action relating to
any actual or threatened release, discharge or disposal of Hazardous Materials at any site, location or
operation, either voluntarily or pursuant to the order of any Governmental Authority or the requirements
of any Environmental Law; and all Hazardous Materials generated, used, treated, handled or stored at, or
transported to or from, any property currently or formerly owned or operated by any Loan Party have
been disposed of in a manner not reasonably expected to result in material liability to any Loan Party.

5.10 Insurance.

The properties of the Loan Parties are insured with financially sound and reputable insurance
companies which are not Affiliates of the Loan Parties, in such amounts, with such deductibles and
covering such risks (including, without limitation, workmen’s compensation, public liability, business
interruption and property damage insurance) as are customarily carried by companies engaged in similar
businesses and owning similar properties in localities where the Loan Parties operate. Schedule 5.10 sets
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forth a description of all insurance maintained by or on behalf of the Loan Parties as of the Closing Date.
As of the Closing Date, each insurance policy listed on Schedule 5.10 is in full force and effect and all
premiums in respect thereof that are due and payable have been paid or are in the process of being paid in
the ordinary course of business.

5.11 Taxes.

Except as may be disclosed on Schedule 5.11, the Loan Parties have filed all federal, provincial,
municipal and other material tax returns and reports required to be filed, and have paid all federal,
provincial, municipal and other material taxes, assessments, fees and other governmental charges levied
or imposed upon them or their properties, income or assets otherwise due and payable, except
(i) immaterial provincial and local taxes, returns and reports, and (ii) those which are being contested in
good faith by appropriate proceedings being diligently conducted, for which adequate reserves have been
provided in accordance with GAAP, as to which Taxes no Lien has been filed and which contest
effectively suspends the collection of the contested obligation and the enforcement of any Lien securing
such obligation, and the failure to pay pending such contest could not reasonably be expected to result in
a Material Adverse Effect. To the knowledge of the Borrower after reasonable inquiry of its Responsible
Officers, there is no proposed tax assessment against any Loan Party that would, if made, have a Material
Adverse Effect. As of the Closing Date, no Loan Party is a party to any tax sharing agreement.

5.12  Pension Plan Compliance.

Each Plan is listed on Schedule 5.12 and no Loan Party maintains, contributes or is liable in
respect of any other Plan. Except as otherwise provided in Schedule 5.12:

(a) Each Plan is in compliance in all material respects with all Applicable Laws and the
terms of such Plans. Each Plan is duly registered where required by the PBA and other applicable Laws.
Each Loan Party has made all required contributions to any Plan when due.

(b) There are no pending or, to the knowledge of the Borrower, threatened (in writing)
claims, actions or lawsuits, or action by any Governmental Authority or any Plan administrator or trustee,
with respect to any Plan which has resulted or could reasonably be expected to result in a Material
Adverse Effect.

(c) (i) No Pension Event has occurred or is reasonably expected to occur that, individually or
in the aggregate, could reasonably be expected to result in a Material Adverse Effect; and (ii) no Plan has
any Unfunded Pension Liability.

(d) No Lien on any property of a Loan Party has arisen in respect of any Plan (except
inchoate Liens for contributions not due and delinquent).

(e) No Loan Party sponsors, maintains or contributes to, or is liable under, any Plan which
provides benefits on a defined benefit basis.

5.13  Subsidiaries.

(a) As of the Closing Date, the only Subsidiary of the Borrower is identified by name in Part
(a) of Schedule 5.13, which Schedule sets forth the legal name, the jurisdiction of incorporation or
formation and authorized Equity Interests of such Subsidiary. All of the outstanding Equity Interests in
such Subsidiary have been validly issued, are fully paid and non-assessable and, as of the Closing Date,
are owned by the Borrower free and clear of all Liens except for those created under the Security

78
51041344.8



173

Documents. Except as set forth in Schedule 5.13, there are no outstanding rights to purchase any Equity
Interests in any Subsidiary. As of the Closing Date, the Loan Parties have no equity Investments in any
other corporation or entity other than those specifically disclosed in Part (b) of Schedule 5.13. The copies
of the Organization Documents of the Borrower and such Subsidiary, and each amendment thereto,
provided pursuant to Section 4.1 are true and correct copies of each such document, each of which is valid
and in full force and effect.

(b) The Guarantor carries on no active business or activities other than as nominee and bare
trustee of certain of the Borrower’s owned Real Estate of which it is the registered owner, as set forth in
Schedule 5.8(b)(1), and has no material assets, other than its interest as nominee and bare trustee of such
owned Real Estate.

5.14 Disclosure.

Each Loan Party has disclosed to Agent and the Lenders all agreements, instruments and
corporate or other restrictions to which it is subject, and all other matters known to it, that, individually or
in the aggregate, could reasonably be expected to result in a Material Adverse Effect. No report, financial
statement, certificate or other written information furnished by or on behalf of any Loan Party to Agent or
any Lender in connection with the transactions contemplated hereby and the negotiation of this
Agreement or delivered hereunder or under any other Loan Document (excluding projected financial
information and general industry data) (in each case, as modified or supplemented by other information so
furnished), taken as a whole, contains any material misstatement of fact or omits to state any material fact
necessary to make the statements therein, in the light of the circumstances under which they were made,
not misleading; provided that, with respect to projected financial information and general industry data,
the Loan Parties represent only that such information was prepared in good faith based upon assumptions
believed to be reasonable at the time (it being understood that such forecasted financial information is
subject to significant uncertainties and contingencies, many of which are beyond the control of the Loan
Parties, that no assurance is given that any particular forecasts will be realized, that actual results may
differ and that such differences may be material).

5.15 Compliance with Laws.

Each Loan Party is in compliance in all material respects with the requirements of all Laws and
all orders, writs, injunctions and decrees applicable to it or to its properties, except in such instances in
which (a) such requirement of Law or order, writ, injunction or decree is being contested in good faith by
appropriate proceedings diligently conducted or (b) the failure to comply therewith, either individually or
in the aggregate, could not reasonably be expected to have a Material Adverse Effect.

5.16 Intellectual Property; Licenses, Etc.

Except, in each case, as could not reasonably be expected to have, individually or in the
aggregate, a Material Adverse Effect, the Loan Parties own, or possess the right to use, all of the
Intellectual Property, licenses, permits and other authorizations that are reasonably necessary for the
operation of their respective businesses, and, to the knowledge of the Borrower, such ownership or
possession of the right to use does not conflict with the rights of any other Person. Except, in each case, as
could not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect, to
the knowledge of the Borrower, no slogan or other advertising device, product, process, method,
substance, part or other material now employed by any Loan Party infringes upon any rights held by any
other Person. Except as specifically disclosed in Schedule 5.16, no claim or litigation regarding any of the
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foregoing is pending or, to the knowledge of the Borrower, threatened (in writing), which, either
individually or in the aggregate, could reasonably be expected to have a Material Adverse Effect.

5.17 Labor Matters.

There are no strikes, lockouts, slowdowns or other material labor disputes against any Loan Party
pending or, to the knowledge of the Borrower, threatened (in writing) which could reasonably be
expected to have a Material Adverse Effect. The hours worked by and payments made to employees of
the Loan Parties comply with all applicable federal, provincial, territorial, municipal, local or foreign Law
dealing with such matters except to the extent that any such violation could not reasonably be expected to
have a Material Adverse Effect. No Loan Party has incurred any liability or obligation under any federal,
provincial, territorial, municipal, local or foreign Law which could reasonably be expected to have a
Material Adverse Effect. All payments due from any Loan Party, or for which any claim may be made
against any Loan Party, on account of wages and employee health and welfare insurance and other
benefits, have been paid or properly accrued in accordance with GAAP as a liability on the books of such
Loan Party. Except as set forth on Schedule 5.17, no Loan Party is a party to or bound by any collective
bargaining agreement, management agreement, employment agreement, bonus, restricted stock, stock
option, or stock appreciation plan or agreement or any similar plan, agreement or arrangement. There are
no representation proceedings pending or, to any Loan Party’s knowledge, threatened (in writing) to be
filed with any applicable Governmental Authority, and no labor organization or group of employees of
any Loan Party has made a pending demand for recognition. There are no complaints, unfair labor
practice charges, grievances, arbitrations, unfair employment practices charges or any other claims or
complaints against any Loan Party pending or, to the knowledge of the Borrower, threatened (in writing)
to be filed with any Governmental Authority or arbitrator based on, arising out of, in connection with, or
otherwise relating to the employment or termination of employment of any employee of any Loan Party
which could reasonably be expected to have a Material Adverse Effect. The consummation of the
transactions contemplated by the Loan Documents will not give rise to any right of termination or right of
renegotiation on the part of any union under any collective bargaining agreement to which any Loan Party
is bound.

5.18 Security Documents.

The Security Documents create in favor of Agent, for the benefit of the Credit Parties referred to
therein, a legal, valid, continuing and enforceable security interest, hypothec or Lien in the Collateral, the
enforceability of which is subject to applicable bankruptcy, insolvency, reorganization, moratorium or
other laws affecting creditors’ rights generally and subject to general principles of equity, regardless of
whether considered in a proceeding in equity or at law. The financing statements, releases and other
filings are in appropriate form and have been or will be filed in all applicable offices and registration
offices specified by Agent in order to perfect such security interest and set-up such hypothecs or Liens.
Upon such filings and/or the obtaining of “control” (as defined in the PPSA), Agent will have a perfected
Lien on, and security interest in, to and under all right, title and interest of the grantors thereunder in all
Collateral that may be perfected by filing, recording or registering a financing statement or analogous
document (including without limitation the proceeds of such Collateral subject to the limitations relating
to such proceeds in the PPSA) or by obtaining control, under the PPSA (in effect on the date this
representation is made) in each case prior and superior in right to any other Person to the extent required
by the Loan Documents.
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5.19  Solvency.

After giving effect to the transactions contemplated by this Agreement, and before and after
giving effect to each Credit Extension, the Loan Parties, on a Consolidated basis, are Solvent. No transfer
of property has been or will be made by any Loan Party and no obligation has been or will be incurred by
any Loan Party in connection with the transactions contemplated by this Agreement or the other Loan
Documents with the intent to hinder, delay, or defraud either present or future creditors of any Loan Party.

5.20 Deposit Accounts; Credit Card Arrangements.

(a) Annexed hereto as Schedule 5.20(a) is a list of all DDAs maintained by the Loan Parties
as of the Closing Date, which Schedule includes, with respect to each DDA (i) the name and address of
the depository; (ii) the account number(s) maintained with such depository; and (iii) a contact person at
such depository.

(b) Annexed hereto as Schedule 5.20(b) is a list describing all arrangements as of the Closing
Date to which any Loan Party is a party with respect to the processing and/or payment to such Loan Party
of the proceeds of any credit card charges and debit card charges for sales made by such Loan Party.

5.21 Brokers.

No broker or finder brought about the obtaining, making or closing of the Loans or transactions
contemplated by the Loan Documents, and no Loan Party has any obligation to any Person in respect of
any finder’s or brokerage fees in connection therewith.

5.22  Customer and Trade Relations.

There exists no actual or, to the knowledge of the Borrower, threatened (in writing), termination
or cancellation of, or any modification or change in the business relationship of any Loan Party with any
supplier material to its operations, which could reasonably be expected to have a Material Adverse Effect.

5.23 Material Contracts.

Schedule 5.23 sets forth all Material Contracts to which any Loan Party is a party or is bound as
of the Closing Date. The Loan Parties have delivered true, correct and complete copies of such Material
Contracts to Agent on or before the date hereof. To the knowledge of the Borrower after reasonable
inquiry of its Responsible Officers, the Loan Parties are not in breach or in default in any material respect
of any Material Contract and have not received any notice of the intention of any other party thereto to
terminate any Material Contract.

5.24  Casualty.

Neither the businesses nor the properties of any Loan Party are affected by any fire, explosion,
accident, strike, lockout or other labor dispute, drought, storm, hail, earthquake, embargo, act of God or of
the public enemy or other casualty (whether or not covered by insurance) that, either individually or in the
aggregate, could reasonably be expected to have a Material Adverse Effect.
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ARTICLE VI
AFFIRMATIVE COVENANTS

So long as any Lender shall have any Commitment hereunder, any Loan or other Secured
Obligation (other than contingent indemnification obligations for which no claim has been asserted)
hereunder shall remain unpaid or unsatisfied, or any Letter of Credit shall remain outstanding, the Loan
Parties shall:

6.1 Financial Statements.
Deliver to Agent:

(a) as soon as available, but in any event within 120 days after the end of each of the
Borrower’s Fiscal Years, (i) financial statements of the Borrower and its Subsidiaries for each such Fiscal
Year, audited by a Registered Public Accounting Firm of nationally recognized standing reasonably
acceptable to Agent and certified, without any qualifications, by such firm to have been prepared in
accordance with GAAP (such audited financial statements to include a Consolidated balance sheet,
statement of earnings (loss) and surplus (deficit) and statement of cash flows and, if prepared, such
accountants’ letter to management), and (ii) if applicable, unaudited consolidating work sheets used by
the Borrower to prepare the consolidated financial statements described in clause (i) of this Section 6.1(a);
and

(b) as soon as available, but in any event within 30 days after the end of each of the Fiscal
Periods of each Fiscal Year of the Borrower, a Consolidated balance sheet of the Borrower and its
Subsidiaries as at the end of such Fiscal Period, and the related Consolidated statement of earnings (loss)
and surplus (deficit), and statement of cash flows for such Fiscal Period, and for the portion of the
Borrower’s Fiscal Year then ended, setting forth in each case in comparative form the figures for (A) such
period set forth in the projections delivered pursuant to Section 6.1(c) hereof, (B) the corresponding
Fiscal Period of the previous Fiscal Year and (C) the corresponding portion of the previous Fiscal Year,
all in reasonable detail, certified by a Responsible Officer of the Borrower as fairly presenting the
financial condition, results of operations, and cash flows of the Borrower and its Subsidiaries as of the
end of such Fiscal Period in accordance with GAAP, subject only to normal year-end audit adjustments
and the absence of footnotes; and

(c) as soon as available, but in any event within 30 days after the start of each Fiscal Year,
copies of the Borrower’s final Business Plan approved by the Borrower’s board of directors for such
Fiscal Year, in each case, in form and substance (including as to scope, period covered and underlying
assumptions) satisfactory to Agent in its Permitted Discretion (it being understood and agreed that the
current draft form of Business Plan provided by the Borrower to the Agent is satisfactory in form to the
Agent), certified by the chief financial officer of the Borrower (or equivalent officer) as being such
officer’s good faith best estimate of the financial performance of the Borrower and its Subsidiaries during
the period covered thereby.

The Borrower agrees that its independent chartered professional accountants are authorized to
communicate with Agent and to release to Agent whatever financial information concerning the Loan
Parties that Agent reasonably may request, and Agent and its representatives shall protect and maintain
the confidentiality of such information. Each Loan Party waives the right to assert a confidential
relationship, if any, it may have with any accounting firm or service bureau in connection with any
information requested by Agent pursuant to or in accordance with this Agreement, and agrees that Agent
may contact directly any such accounting firm or service bureau in order to obtain such information.
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6.2 Certificates; Other Information.
Deliver to Agent, in form and detail satisfactory to Agent:

(a) (i) concurrently with the delivery of the financial statements referred to in Sections 6.1(a)
and 6.1(b), a duly completed Compliance Certificate in the form of Exhibit C hereto reflecting, among
other things, the detailed calculation of compliance with the financial covenants contained in Section 7.14
hereof, signed by a Responsible Officer of the Borrower, and in the event of any change in generally
accepted accounting principles used in the preparation of such financial statements, the Borrower shall
also provide a statement of reconciliation conforming such financial statements to GAAP, and
(ii) concurrently with the delivery of the financial statements referred to in Section 6.1(a), a copy of
management’s business performance review with respect to such financial statements (it being understood
and agreed that the current draft form of business performance review provided by the Borrower to the
Agent is satisfactory in form to the Agent);

(b) on the fifteenth (15" day after the end of each Fiscal Period (or, if such day is not a
Business Day, on the next succeeding Business Day), a Borrowing Base Certificate, in the form of
Exhibit E hereto, showing the Borrowing Base as of the close of business as of the last day of the
immediately preceding Fiscal Period, each Borrowing Base Certificate to be certified as complete and
correct by a Responsible Officer of the Borrower; provided that at the election of the Required Lenders
upon the occurrence and during the continuance of an Accelerated Borrowing Base Delivery Event, such
Borrowing Base Certificate shall be delivered on Wednesday of each week (or, if Wednesday is not a
Business Day, on the next succeeding Business Day), as of the close of business on the immediately
preceding Sunday;

(c) promptly upon receipt, copies of any detailed audit reports, management letters or
recommendations submitted to the board of directors (or the audit committee of the board of directors) of
the Borrower by its Registered Public Accounting Firm in connection with the accounts or books of the
Borrower, or any audit of the Borrower;

(d) promptly after the same are available, copies of each annual report, proxy or financial
statement or other report or communication sent to the members of the Borrower;

(e) the financial and collateral reports described on Schedule 6.2 hereto, at the times set forth
in such Schedule;

$3) as soon as available, but in any event within 45 days after the annual renewal date for the
renewal of its insurance policies, copies of certificates of insurance for the policies held by the Borrower
related to its business, including without limitation, the assets subject to this Agreement;

(2 promptly after Agent’s request therefor, copies of all Material Contracts and documents
evidencing Material Indebtedness;

(h) should any of the information or disclosures provided on any of the Schedules originally
attached hereto or any of the schedules originally attached to the Security Agreement become outdated or
incorrect in any material respect, the Borrower will provide Agent in connection with any Compliance
Certificate delivered pursuant to clause (a) above such revisions or updates to such Schedules or such
schedules to the Security Agreement as may be necessary or appropriate to update or correct such
Schedules or such schedules to the Security Agreement; provided that no such revisions to any Schedules
or such schedules to the Security Agreement shall be deemed to have amended, modified or superseded
such Schedules or such schedules to the Security Agreement as originally attached hereto, or to have
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cured any breach of warranty or representation resulting from the inaccuracy or incompleteness of such
Schedules or such schedules to the Security Agreement, unless and until the Required Lenders, in their
Permitted Discretion, shall have accepted in writing such revisions or updates to such Schedules or such
schedules to the Security Agreement; and

(i) promptly, such additional information regarding the business affairs, financial condition
or operations of any Loan Party, or compliance with the terms of the Loan Documents, as Agent or any
Lender may from time to time reasonably request.

The Loan Parties hereby acknowledge that (a) Agent will make available to the Lenders, the
Swingline Lender and the L/C Issuer materials and/or information provided by or on behalf of the Loan
Parties hereunder (collectively, the “Borrower Materials”) by posting the Borrower Materials on
SyndTrak or another similar electronic system (the “Platform”).

6.3 Notices.

Notify Agent of the following promptly after any Responsible Officer of the Borrower obtains
knowledge thereof:

(a) the occurrence of any Default;

(b) any matter that has resulted or could reasonably be expected to result in a Material
Adverse Effect, including each of the following to the extent that any of them could reasonably be
expected to result in a Material Adverse Effect: (i) breach or non-performance of, or any default under, a
Material Contract or with respect to Material Indebtedness of any Loan Party; (ii) any dispute, litigation,
investigation, proceeding or suspension between any Loan Party and any Governmental Authority; or
(i1i) the commencement of, or any material development in, any litigation or proceeding affecting any
Loan Party, including pursuant to any applicable Environmental Laws;

(c) the occurrence of any Pension Event;

(d) any material change in accounting policies or financial reporting practices by the
Borrower;

(e) the discharge by the Borrower of its present Registered Public Accounting Firm or any

withdrawal or resignation by such accounting firm;

® any collective bargaining agreement or other labor contract to which a Loan Party
becomes a party;

(2) the filing of any Lien for unpaid Taxes against any Loan Party, including, as the case may
be, in respect of any matter disclosed on Schedule 5.11;

(h) any material change in the manner in which the Loan Parties intend to deal with the tax
liability disclosed in Schedule 5.11 or the receipt by any Loan Party of any material written notice,
assessment or other material written communication from a Governmental Authority in respect thereof
(with a copy thereof to be provided to Agent);

(i) any casualty or other insured damage to any material portion of the Collateral or the
commencement of any action or proceeding for the taking of any interest in a material portion of the
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Collateral under power of eminent domain or by condemnation or similar proceeding or if any material
portion of the Collateral is damaged or destroyed; and

) any failure by the Borrower to pay rent (beyond applicable grace periods) at any of the
Borrower’s Stores if such failure continues for more than ten (10) days following the day on which such
rent first came due.

Each notice pursuant to this Section shall be accompanied by a statement of a Responsible
Officer of the Borrower setting forth details of the occurrence referred to therein and stating what action
the Borrower has taken and proposes to take with respect thereto. Each notice pursuant to Section 6.3(a)
shall describe with particularity any and all provisions of this Agreement and any other Loan Document
that have been breached.

6.4 Payment of Obligations.

Pay and discharge as the same shall become due and payable, all its obligations and liabilities,
including (a) all tax liabilities, assessments and governmental charges or levies upon it or its properties or
assets, (b) all lawful claims (including, without limitation, claims of landlords, warehousemen, customs
brokers, freight forwarders, consolidators and carriers) which, if unpaid, would by law become a Lien
upon its property; and (c) all Indebtedness, as and when due and payable, but subject to any subordination
provisions contained in any instrument or agreement evidencing such Indebtedness, except, in each case,
where (1) the validity or amount thereof is being contested in good faith by appropriate proceedings,
(i1) such Loan Party has set aside on its books adequate reserves with respect thereto in accordance with
GAAP, (iii) such contest effectively suspends collection of the contested obligation and enforcement of
any Lien securing such obligation, and (iv) the failure to make payment pending such contest could not
reasonably be expected to result in a Material Adverse Effect. Nothing contained herein shall be deemed
to limit the rights of Agent with respect to determining Reserves pursuant to this Agreement.

6.5 Preservation of Existence, Etc.

(a) Preserve, renew and maintain in full force and effect its legal existence and good standing
as a cooperative association under the Laws of the jurisdiction of its organization or formation and
qualification to do business in all other jurisdictions, except where the failure to maintain such
qualification could not reasonably be expected to result in a Material Adverse Effect, or, in each case,
except in a transaction permitted by Section 7.4 or 7.5; (b) take all reasonable action to maintain all rights,
privileges, permits, licenses and franchises necessary or desirable in the normal conduct of its business,
except to the extent that failure to do so could not reasonably be expected to have a Material Adverse
Effect; and (c) preserve or renew all of its Intellectual Property, except to the extent (1) such Intellectual
Property is no longer used or useful in the conduct of the business of the Borrower, or (2) that failure to
do so could not reasonably be expected to have, individually or in the aggregate, a Material Adverse
Effect.

6.6 Maintenance of Properties.

(a) Maintain, preserve and protect all of its material properties and equipment necessary in
the operation of its business in good working order and condition, ordinary wear and tear excepted; and
(b) make all necessary repairs thereto and renewals and replacements thereof, except in each case where
the failure to do so could not reasonably be expected to have a Material Adverse Effect.
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6.7 Maintenance of Insurance.

Maintain with financially sound and reputable insurance companies reasonably acceptable to
Agent and not Affiliates of the Borrower, insurance with respect to its properties and business against loss
or damage of the kinds customarily insured against by Persons engaged in the same or similar business
and operating in the same or similar locations or as is required by applicable Law, of such types and in
such amounts as are customarily carried under similar circumstances by such other Persons and as are
reasonably acceptable to Agent (whose approval shall not be unreasonably withheld or delayed).

(a) Fire and extended coverage policies maintained with respect to any Collateral shall be
endorsed or otherwise amended to include (i) a lenders’ loss payable clause, in form and substance
reasonably satisfactory to Agent, which endorsements or amendments shall provide that the insurer shall
pay all proceeds otherwise payable to the Loan Parties under the policies directly to Agent, which
proceeds shall be promptly applied to the repayment of the Obligations in the order set forth under
Section 2.4 (or, after the exercise of remedies provided for in Section 8.2, in the order set forth in Section
8.3), (i1) a provision to the effect that none of the Loan Parties, Credit Parties or any other Person shall be
a co-insurer, (iii) a standard mortgage clause, and (iv) such other provisions as Agent may reasonably
require from time to time to protect the interests of the Credit Parties. Commercial general liability
policies shall be endorsed to name Agent as an additional insured. Business interruption policies shall
name Agent as a loss payee and shall be endorsed or amended to include (i) a provision that, from and
after the Closing Date, the insurer shall pay all proceeds otherwise payable to the Loan Parties under the
policies directly to Agent, which proceeds shall be promptly applied to the repayment of the Obligations
in the order set forth under Section 2.4 (or, after the exercise of remedies provided for in Section 8.2, in
the order set forth in Section 8.3) (ii) a provision to the effect that none of the Loan Parties, Agent or any
other party shall be a co-insurer and (iii) such other provisions as Agent may reasonably require from
time to time to protect the interests of the Credit Parties. Each such policy referred to in this Section
6.7(a)) shall also provide that it shall not be canceled or not renewed (i) by reason of nonpayment of
premium except upon not less than ten (10) days’ prior written notice thereof by the insurer to Agent
(giving Agent the right to cure defaults in the payment of premiums) or (ii) for any other reason except
upon not less than ten (10) days’ prior written notice thereof by the insurer to Agent. The Borrower shall
deliver to Agent, prior to the cancellation or non-renewal of any such policy of insurance, a copy of a
renewal or replacement policy (or other evidence of renewal of a policy previously delivered to Agent,
including an insurance binder) together with evidence reasonably satisfactory to Agent of payment of the
premium therefor.

(b) None of the Credit Parties, or their agents or employees shall be liable for any loss or
damage insured by the insurance policies required to be maintained under this Section 6.7. Each Loan
Party shall look solely to its insurance companies or any other parties other than the Credit Parties for the
recovery of such loss or damage and such insurance companies shall have no rights of subrogation against
any Credit Party or its agents or employees. If, however, the insurance policies do not provide waiver of
subrogation rights against such parties, as required above, then the Loan Parties hereby agree, to the
extent permitted by law, to waive their right of recovery, if any, against the Credit Parties and their agents
and employees. The designation of any form, type or amount of insurance coverage by any Credit Party
under this Section 6.7 shall in no event be deemed a representation, warranty or advice by such Credit
Party that such insurance is adequate for the purposes of the business of the Loan Parties or the protection
of their properties.

(c) Maintain for themselves, a Directors and Officers insurance policy, and a “Blanket
Crime” policy including employee dishonesty, forgery or alteration, theft, disappearance and destruction,
robbery and property coverage with responsible companies in such amounts as are customarily carried by
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business entities engaged in similar businesses similarly situated, and will upon request by Agent furnish
Agent certificates evidencing renewal of each such policy.

(d) Permit any representatives that are designated by Agent to inspect the insurance policies
maintained by or on behalf of the Loan Parties. The Loan Parties shall pay the reasonable fees and
expenses of any representatives retained by Agent to conduct any such inspection.

6.8 Compliance with Laws.

Comply in all material respects with the requirements of all Laws and all orders, writs,
injunctions and decrees applicable to it or to its business or property, except in such instances in which
(a) such requirement of Law or order, writ, injunction or decree is being contested in good faith by
appropriate proceedings diligently conducted and with respect to which adequate reserves have been set
aside and maintained by the Loan Parties in accordance with GAAP; (b) such contest effectively suspends
enforcement of the contested Laws, and (c) the failure to comply therewith could not reasonably be
expected to have a Material Adverse Effect.

6.9 Books and Records; Accountants.

(a) Maintain proper books of record and account, in which full, true and correct (in all
material respects) entries in conformity with GAAP consistently applied shall be made of all financial
transactions and matters involving the assets and business of the Loan Parties; and (ii) maintain such
books of record and account in material conformity with all applicable requirements of any Governmental
Authority having regulatory jurisdiction over the Loan Parties.

(b) At all times retain a Registered Public Accounting Firm which is reasonably satisfactory
to Agent and shall instruct such accounting firm to cooperate with, and be available to, Agent or its
representatives to discuss the Borrower’s financial performance, financial condition, operating results,
controls, and such other matters, within the scope of the retention of such accounting firm, as may be
raised by Agent; provided that Agent shall use commercially reasonable efforts to include the Borrower in
each such discussion; provided further that such inclusion shall not be a condition precedent to the
occurrence of such discussion.

6.10  Inspection Rights; Physical Inventories; Appraisals.

(a) Permit representatives and independent contractors of Agent to visit and inspect any of its
properties, to examine its corporate, financial and operating records, and make copies thereof or abstracts
therefrom, and to discuss its affairs, finances and accounts with its directors, officers, and Registered
Public Accounting Firm, all at the expense of the Borrower and at such reasonable times during normal
business hours upon reasonable advance notice to the Borrower; provided, however, so long as no Event
of Default exists, Agent shall not conduct more than two (2) such inspections/examinations/discussions
during any twelve month period. Notwithstanding the foregoing, when an Event of Default exists, Agent
(or any of its representatives or independent contractors) may do any of the foregoing at the expense of
the Borrower at any time during normal business hours but without advance notice.

(b) Without duplication of the inspections / examinations / discussions described in
Section 6.10(a) above, upon the request of Agent after reasonable prior notice, permit Agent or
professionals (including consultants, accountants and appraisers) retained by Agent to conduct appraisals,
commercial finance examinations and other collateral evaluations (in each case, without duplication of the
activities described in subsections (a) and (c) of this Section 6.10), including, without limitation, of (i) the
Borrower’s practices in the computation of the Borrowing Base and (ii) the assets included in the
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Borrowing Base and related financial information such as, but not limited to, sales, gross margins,
payables, accruals and reserves. Subject to the next two sentences, the Borrower shall pay the reasonable
and documented fees and expenses of Agent and such professionals with respect to such evaluations and
appraisals. Without limiting the foregoing, the Borrower acknowledges that Agent may, in its discretion,
undertake up to one (1) inventory appraisal and one (1) commercial finance field examination in each
twelve month period at the Borrower’s expense, provided however, that if Availability is at any time less
than* of the Aggregate Commitments for -consecutive Business Days, Agent
may, in its Permitted Discretion, undertake up to - inventory appraisals and two (2) commercial
finance field examinations in any twelve month period at the Borrower’s expense. Notwithstanding the
foregoing, Agent may cause additional appraisals and commercial finance examinations to be undertaken
(1) as it in its Permitted Discretion deems necessary or appropriate, at its own expense or, (ii) if required
by applicable Law or if an Event of Default shall have occurred and be continuing, at the expense of the
Borrower.

(c) Cause not less than one (1) physical inventory to be undertaken, at the expense of the
Borrower, in each twelve (12) month period and periodic cycle counts, in each case consistent with past
practices, conducted by such inventory takers as are reasonably satisfactory to Agent and following such
methodology as is consistent with the methodology used in the immediately preceding physical inventory
or as otherwise may be reasonably satisfactory to Agent. Agent, at the expense of the Borrower, may
participate in and/or observe each scheduled physical count of Inventory which is undertaken on behalf of
the Borrower. The Borrower, within thirty (30) days following the completion of such inventory, shall
provide Agent with a reconciliation of the results of such inventory (as well as of any other physical
inventory or cycle counts undertaken by the Borrower) and shall post such results to the Borrower’s stock
ledgers and general ledgers, as applicable.

(d) Upon the occurrence and during the continuance of any Event of Default, the Borrower
will provide Agent with an updated Appraisal or Appraisals with respect to the Mortgaged Property
promptly upon the request of Agent in its Permitted Discretion.

(e) Permit Agent, in its Permitted Discretion, if any Event of Default exists, to cause
additional such physical inventories, inventory appraisals and commercial finance field examinations to
be undertaken, and Appraisals to be obtained as Agent determines in its Permitted Discretion (each, at the
expense of the Borrower).

6.11  Use of Proceeds.

Use the proceeds of the Credit Extensions (a) to repay in full, on the Closing Date, the Existing
RBC Facility, (b) to finance the acquisition of working capital assets of the Borrower, including the
purchase of inventory and equipment, in each case in the ordinary course of business, (c) to finance
Capital Expenditures of the Borrower, (d) to pay, on the Closing Date, for transaction fees related to this
Agreement and the other Loan Documents, and (e) for general corporate purposes of the Borrower, in
each case to the extent expressly permitted under applicable Law and the Loan Documents.

6.12  Additional Guarantors.

Notify Agent at the time that any Person becomes a Subsidiary, and promptly thereafter (and in
any event within thirty (30) days or such longer time as Agent may agree), cause any such Person, which
is a Subsidiary, to (a) become a Guarantor by executing and delivering to Agent a Joinder Agreement or a
counterpart of a Facility Guarantee or such other document as Agent shall deem appropriate for such
purpose, (b) grant a Lien to Agent on such Person’s assets to secure the Secured Obligations, and
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(c) deliver to Agent documents of the types referred to in clauses (iii) and (iv) of Section 4.1(a) and
favorable opinions of counsel to such Person (which shall cover, among other things, the legality,
validity, binding effect and enforceability of the documentation referred to in clause (a)), and if any
Equity Interests or Indebtedness of such Person are owned by any Loan Party, to pledge such Equity
Interests and promissory notes evidencing such Indebtedness, in each case in form, content and scope
reasonably satisfactory to Agent. In no event shall compliance with this Section 6.12 (i) waive or be
deemed a waiver of Section 7.2(b), (ii) otherwise waive or be deemed a waiver or Consent to any
transaction giving rise to the need to comply with this Section 6.12 if such transaction was not otherwise
expressly permitted by this Agreement, (iii) constitute or be deemed to constitute, with respect to any
Subsidiary, an approval of such Person as a Guarantor, or (iv) permit the inclusion of any assets of such
Person in the computation of the Borrowing Base.

6.13 Cash Management; Credit Card Notifications.

(a) Cash Management. The Loan Parties will enter into such account control agreements and
blocked account agreements (collectively, the “Cash Management Agreements”), each in form and
substance reasonably satisfactory to Agent, as Agent determines in its Permitted Discretion are necessary
to effect the provisions of this Section 6.13.

(i) All Collections constitute Collateral and proceeds of Collateral and shall be held
in trust by the Borrower for Agent (for the benefit of the Lenders), shall not be commingled with
any of the Borrower’s other funds and shall be deposited only in a DDA in which only
Collections are deposited, in all cases subject to the terms of Section 6.13(a)(ii).

(ii) The Borrower shall cause the occurrence of an ACH Transaction or wire transfer
to a DDA that is, at all times after the date which falls sixty (60) days after the Closing Date,
subject to a Control Agreement (such DDA, hereinafter a “Concentration Account”), no less
frequently than daily (and whether or not there is then an outstanding balance in the Loan
Account) of (A) the then contents of each DDA (other than the Funding Account, any Local
Disbursement DDA and the Concentration Account) whether or not such DDA is subject to a
Control Agreement, and (B) the proceeds of all credit card and debit card charges not otherwise
provided for pursuant hereto; provided that, unless and until the Borrower is in receipt of
Collections denominated in U.S. Dollars in excess of _ on more than 3 occasions
during any Fiscal Period, the Borrower will be permitted to deposit and retain such amounts in a
DDA that serves as the Borrower’s U.S. Dollar operating account, and will not be required to
maintain, nor deposit Collections denominated in U.S. Dollars on a daily basis into, a U.S. Dollar
denominated Concentration Account.

(i) ~ Whether or not any Secured Obligations are then outstanding, after the
occurrence of a Cash Management Activation Event, upon the issuance of an activation notice
under the Cash Management Agreements, the entire previous day’s closing collected balance of
each Concentration Account (less amounts in respect of the cash float for the Borrower’s stores,
not to exceed, in the aggregate for all stores, ﬁ, which amounts may be retained in cash at
the Borrower’s stores) shall be the subject of an ACH Transaction or wire transfer to the Agent’s
Account, no less frequently than daily, and shall be applied to reduce the Secured Obligations.
Further, at any time when the Borrower is not required to maintain a U.S. Dollar denominated
Concentration Account pursuant to the proviso in Section 6.13(a)(ii) above, the Borrower shall,
on a daily basis, cause the entire previous day’s Collections that are denominated in U.S. Dollars
to be converted into Canadian Dollars and cause the occurrence of an ACH Transaction or wire
transfer of such converted amount to the Agent’s Account, where such amounts shall be applied
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to reduce the Secured Obligations. The Agent’s Account shall at all times be under the sole
dominion and control of Agent and be subject to Agent’s first priority Lien.

(iv) Agent agrees not to issue an activation notice with respect to the Concentration
Accounts under the Cash Management Agreements unless a Cash Management Activation Event
has commenced and is continuing. Further, Agent agrees to deliver a notice under the Cash
Management Agreements providing for the rescission of any such activation notice previously
issued if (A) the Cash Management Activation Event for which such activation notice was issued
is no longer continuing and (B) no new Cash Management Activation Event has commenced and
is continuing prior to the date of such rescission.

W) If a Cash Management Activation Event has occurred and is continuing and if the
Loan Parties do not have any outstanding Obligations (other than outstanding Letters of Credit),
then Agent shall wire transfer the collected funds in the Agent’s Account to the Funding Account
so long as no Event of Default has occurred and is continuing.

(vi) So long as no Cash Management Activation Event has occurred and is
continuing, the Borrower may disburse or transfer to the Funding Account amounts from the
Concentration Account.

(b) Securities Accounts and DDAs. The Borrower shall at all times maintain or cause to be
maintained all of the DDAs and Securities Accounts of the Loan Parties with Agent.

(¢) Credit Card Notifications. The Borrower shall, prior to any Eligible Credit Card
Receivables owing by a Credit Card Processor being incorporated into the Borrowing Base, deliver or
cause to be delivered a Credit Card Notification substantially in the form of Exhibit F to such Credit Card
Processor. Each such Credit Card Notification shall provide, among other things, that each such Credit
Card Processor shall transfer all proceeds of credit card or debit card charges for sales by the Borrower
received by it (or other amounts payable by such Credit Card Processor) into a DDA on a daily basis into
which no other funds (other than Collections) are commingled. All such proceeds so transferred shall be
applied or disbursed as otherwise provided in this Section 6.13. The Borrower Parties shall not attempt to
change any direction or designation set forth in the Credit Card Notifications regarding payment of
charges without the prior written consent of Agent. No Loan Party shall enter into any agreements with
Credit Card Processors other than the ones expressly contemplated herein.

(d) Amounts Held in Trust. Notwithstanding the provisions of this Section 6.13, if the Loan
Parties receive or otherwise have dominion and control of any Collections, or any proceeds or collections
of any Collateral after the occurrence and during the continuance of a Cash Management Activation
Event, such Collections, proceeds and collections shall be held in trust by the Loan Parties for Agent and
shall not be commingled with any of the Loan Parties’ other funds or deposited in any account of the
Loan Parties other than as instructed by Agent.

6.14 Information Regarding the Collateral.

(a) Furnish to Agent at least fourteen (14) days prior written notice (or such shorter period as
Agent may agree) of any change in: (i) any Loan Party’s legal name; (ii) the location of any Loan Party’s
chief executive office, its principal place of business, its registered office, any office in which it maintains
books or records relating to Collateral owned by it or any office or facility at which Collateral owned by it
is located (including the establishment of any such new office or facility); (iii) any Loan Party’s
organizational structure or jurisdiction of incorporation or formation; or (iv) any Loan Party’s federal
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taxpayer identification number or similar number or federal business number, as applicable, or any Loan
Party’s organizational identification number assigned to it by its jurisdiction of organization. The Loan
Parties agree not to effect or permit any change referred to in the preceding sentence unless all filings
have been made under the PPSA or otherwise that are required in order for Agent to continue at all times
following such change to have a valid, legal and perfected first priority (subject to Permitted
Encumbrances having priority by operation of law) security interest in all the Collateral for its own
benefit and the benefit of the other Credit Parties.

(b) Should any of the information on any of the Schedules hereto become inaccurate or
misleading in any material respect as a result of changes after the Closing Date, the Borrower shall advise
Agent in writing of such revisions or updates as may be necessary or appropriate to update or correct the
same. From time to time as may be reasonably requested by Agent, the Borrower shall supplement each
Schedule hereto, or any representation herein or in any other Loan Document, with respect to any matter
arising after the Closing Date that, if existing or occurring on the Closing Date, would have been required
to be set forth or described in such Schedule or as an exception to such representation or that is necessary
to correct any information in such Schedule or representation which has been rendered inaccurate thereby
(and, in the case of any supplements to any Schedule, such Schedule shall be appropriately marked to
show the changes made therein). Notwithstanding the foregoing, no supplement or revision to any
Schedule or representation shall be deemed the Credit Parties’ consent to the matters reflected in such
updated Schedules or revised representations nor permit the Loan Parties to undertake any actions
otherwise prohibited hereunder or fail to undertake any action required hereunder from the restrictions
and requirements in existence prior to the delivery of such updated Schedules or such revision of a
representation; nor shall any such supplement or revision to any Schedule or representation be deemed the
Credit Parties’ waiver of any Default resulting from the matters disclosed therein.

6.15 Environmental Laws.

Except in each case where failure to do so could not reasonably be expected to result, individually
or in the aggregate, in a Material Adverse Effect, (a) conduct its operations and keep and maintain its Real
Estate in material compliance with all Environmental Laws; (b) obtain and renew all environmental
permits necessary for its operations and properties; and (c) implement any and all investigation,
remediation, removal and response actions that are appropriate or necessary to maintain the value and
marketability of the Real Estate or to otherwise comply with Environmental Laws pertaining to the
presence, generation, treatment, storage, use, disposal, transportation or release of any Hazardous
Materials on, at, in, under, above, to, from or about any of its Real Estate, provided, however, that no
Loan Party shall be required to undertake any such cleanup, removal, remedial or other action to the
extent that its obligation to do so is being contested in good faith and by proper proceedings and adequate
reserves have been set aside and are being maintained by the Loan Parties with respect to such
circumstances in accordance with GAAP.

6.16 Further Assurances.

(a) Execute any and all further documents, financing statements, agreements and
instruments, and take all such further actions (including the filing and recording of financing statements
and other documents), that may be required under any applicable Law, or which Agent may reasonably
request, to effectuate the transactions contemplated by the Loan Documents or to grant, preserve, protect
or perfect the Liens created or intended to be created by the Security Documents or the validity or priority
of any such Lien, all at the expense of the Loan Parties. The Loan Parties also agree to provide to Agent,
from time to time upon request, evidence satisfactory to Agent as to the perfection and priority of the
Liens created or intended to be created by the Security Documents.
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(b) If any material assets are acquired by any Loan Party after the Closing Date (other than
assets constituting Collateral under the Security Documents that become subject to the Lien of the
Security Documents upon acquisition thereof), notify Agent thereof, and the applicable Loan Party will
cause such assets to be subjected to a Lien securing the Secured Obligations and will take such actions as
shall be necessary or shall be reasonably requested by Agent to grant and perfect such Liens, including
actions described in paragraph (a) of this Section 6.16, all at the expense of the Loan Parties. In no event
shall compliance with this Section 6.16(b) waive or be deemed a waiver or Consent to any transaction
giving rise to the need to comply with this Section 6.16(b) if such transaction was not otherwise expressly
permitted by this Agreement or constitute or be deemed to constitute Consent to the inclusion of any
acquired assets in the computation of the Borrowing Base.

() Upon the request of Agent, in the exercise of its Permitted Discretion, use commercially
reasonable efforts to cause each of its customs brokers, freight forwarders, consolidators and/or carriers to
deliver an agreement (including, without limitation, a Customs Broker Agreement) to Agent covering
such matters and in such form as Agent may reasonably require.

(d) Upon the request of Agent, in the exercise of its Permitted Discretion, use commercially
reasonable efforts to cause any of its landlords and any lenders which have a Lien in any of the Loan
Parties’ owned or leased assets which Agent reasonably deems necessary to be utilized in the conduct of a
Liquidation to deliver a Collateral Access Agreement to Agent in such form as Agent may reasonably
require.

6.17 Compliance with Terms of Leaseholds.

Except as otherwise expressly permitted hereunder or where the failure to do so, either
individually or in the aggregate, could not reasonably be expected to have a Material Adverse Effect,
make all payments and otherwise perform all obligations in respect of all Leases of Real Estate to which
any Loan Party is a party, keep such Leases in full force and effect and not allow such Leases to lapse or
be terminated or any rights to renew such leases to be forfeited or cancelled.

6.18 Material Contracts.

Except as otherwise expressly permitted hereunder or where the failure to do so, either
individually or in the aggregate, could not reasonably be expected to have a Material Adverse Effect,
perform and observe all the terms and provisions of each Material Contract to be performed or observed
by it, maintain each such Material Contract in full force and effect, enforce each such Material Contract in
accordance with its terms, take all such action to such end as may be from time to time requested by
Agent and, upon request of Agent, make to each other party to each such Material Contract such demands
and requests for information and reports or for action as any Loan Party is entitled to make under such
Material Contract.

ARTICLE VII
NEGATIVE COVENANTS

So long as any Lender shall have any Commitment hereunder, any Loan or other Secured
Obligation hereunder (other than contingent indemnification obligations for which no claim has been
asserted) shall remain unpaid or unsatisfied, or any Letter of Credit shall remain outstanding, no Loan
Party shall, directly or indirectly:
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71 Liens.

Create, incur, assume or suffer to exist any Lien upon any of its property, assets or revenues,
whether now owned or hereafter acquired or sign or file or suffer to exist under the PPSA or any similar
Law or statute of any jurisdiction a financing statement that names any Loan Party as debtor; sign or
suffer to exist any security agreement authorizing any Person thereunder to file such financing statement;
sell any of its property or assets subject to an understanding or agreement (contingent or otherwise) to
repurchase such property or assets with recourse to any Loan Party; other than, as to all of the above,
Permitted Encumbrances.

7.2 Investments; Subsidiaries.
(a) Make any Investments, except Permitted Investments.
(b) Create or acquire or otherwise have any Subsidiaries other than the wholly-owned

Subsidiary of the Borrower identified by name on Schedule 1.01 as being in existence as of the Closing
Date.

13 Indebtedness.

Create, incur, assume, guarantee, suffer to exist or otherwise become or remain liable with respect
to, any Indebtedness, except Permitted Indebtedness.

7.4 Fundamental Changes.

Merge, amalgamate, dissolve, liquidate, consolidate with or into another Person, (or agree to do
any of the foregoing), except that, so long as no Event of Default shall have occurred and be continuing
prior to or immediately after giving effect to any action described below or would result therefrom:

(a) any Loan Party may merge, amalgamate or consolidate into any other Loan Party or into
the Borrower, provided that in any merger, amalgamation or consolidation involving the Borrower, the
Borrower shall be the continuing or surviving Person;

(b) any Loan Party (other than the Borrower) may liquidate or dissolve if such liquidation or
dissolution is not materially disadvantageous or materially adverse to the Credit Parties and the Borrower
determines in good faith that such liquidation or dissolution is in the best interests of the Loan Parties.

7.5 Dispositions.

Make any Disposition or enter into any agreement to make any Disposition, except Permitted
Dispositions.

7.6 Restricted Payments.

Declare or make, directly or indirectly, any Restricted Payment, or incur any obligation
(contingent or otherwise) to do so, except that,

(a) a Guarantor or Subsidiary may make Restricted Payments to the Borrower;

93
51041344.8



188

(b) the Borrower may declare and make customary annual patronage distributions to its
members in the form of gift cards in the ordinary course of business and in accordance with its normal
practice;

(©) the Loan Parties (other than the Borrower) or any Subsidiary may purchase, redeem or
otherwise acquire Equity Interests issued by them;

(d) the Borrower may issue and sell Equity Interests provided that, (i) such Equity Interests
shall not be subject to redemption, and (ii) the only dividends or distributions payable or that may become
payable in respect of such Equity Interests are annual patronage distributions referred to Section 7.6(b)
above.

7.7 Prepayments of Indebtedness.

Prepay, redeem, purchase, defease or otherwise satisfy prior to the scheduled maturity thereof in
any manner any Indebtedness, or make any payment in violation of any subordination terms of any
Subordinated Indebtedness, except (a) payments in respect of the Secured Obligations, (b) as long as no
Event of Default then exists, regularly scheduled or mandatory repayments, repurchases, redemptions or
defeasances of Permitted Indebtedness (other than Subordinated Indebtedness), (c) as long as no Event of
Default then exists, repayments of Subordinated Indebtedness in accordance with the subordination terms
thereof, and (d) Permitted Refinancings of any such Indebtedness.

7.8 Change in Nature of Business.

(a) Engage in any line of business substantially different from the business conducted by the
Borrower on the date hereof or any business reasonably related or incidental thereto.

(b) With respect to the Guarantor, engage in any business or activities other than as nominee
and bare trustee with respect to certain of the Borrower’s owned Real Estate of which it is the registered
owner, as set forth in Schedule 5.8(B)(1), as of the Closing Date.

7.9 Transactions with Affiliates.

Enter into, renew, extend or be a party to any transaction of any kind with any Affiliate of the
Borrower, whether or not in the ordinary course of business, other than on fair and reasonable terms
substantially as favorable to the Loan Parties as would be obtainable by the Loan Parties at the time in a
comparable arm’s length transaction with a Person other than an Affiliate, provided that the foregoing
restriction shall not apply to (a) a transaction between or among any Loan Parties that is otherwise
permitted under this Agreement, (b) transactions, arrangements, reimbursements and indemnities
permitted between or among such parties under this Agreement, (c) the payment of reasonable fees and
costs to directors, and compensation and employee benefit arrangements paid to, and indemnities
provided for the benefit of, directors, officers and employees of the Loan Parties, or (d) those transactions
existing as of the date hereof and set forth on Schedule 7.9.

7.10 Burdensome Agreements.

Enter into or permit to exist any Contractual Obligation (other than this Agreement or any other
Loan Document) that (a) limits the ability (i) of any Loan Party to make Restricted Payments or other
distributions to any other Loan Party or to otherwise transfer property to or invest in another Loan Party,
provided that this clause (i) shall not prohibit (x) customary limitations contained in Contractual
Obligations which are purchase and sale agreements entered into by any Loan Party limiting Restricted
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Payments or other distributions with respect to the assets subject to such agreement or (y) customary
negative pledges in favor of any other holder of Permitted Indebtedness (so long as such negative pledges
do not in any way limit the ability to provide in Lien to secure the Secured Obligations), (ii) of any
Guarantor to Guarantee the Secured Obligations, (iii) of any Loan Party to make or repay loans to another
Loan Party, or (iv) of the Loan Parties to create, incur, assume or suffer to exist Liens on property of such
Person in favor of Agent; provided, however, that this clause (iv) shall not prohibit (x) any negative
pledge incurred or provided in favor of any holder of Indebtedness permitted under clause (c) of the
definition of Permitted Indebtedness solely to the extent any such negative pledge relates to the property
financed by or the subject of such Indebtedness or (y) customary negative pledges in favor of any other
holder of Permitted Indebtedness (so long as such negative pledges do not in any way limit the ability to
provide a Lien to secure the Secured Obligations); or (b) requires the grant of a Lien to secure an
obligation of such Person if a Lien is granted to secure another obligation of such Person.

7.11  Use of Proceeds.

Use the proceeds of any Credit Extension, whether directly or indirectly, and whether
immediately, incidentally or ultimately, for purposes other than those permitted under this Agreement.

7.12  Amendment of Material Documents.

Amend, modify or waive any of a Loan Party’s rights under (a) its Organization Documents in a
manner materially adverse to the Credit Parties, or (b) any Material Contract or Material Indebtedness
(other than on account of any refinancing thereof otherwise permitted hereunder), in each case to the
extent that such amendment, modification or waiver would be reasonably likely to have a Material
Adverse Effect.

7.13  Fiscal Year.

Change the Fiscal Year of the Borrower, or the method of accounting of the Borrower, except as
required by GAAP.

7.14  Financial Covenants.

(a) Consolidated Fixed Charge Coverage Ratio. During the continuance of a Covenant
Compliance Event, permit the Consolidated Fixed Charge Coverage Ratio for any Measurement Period,
commencing with the most recent period for which financial statements have been delivered in
accordance with Section 6.1 prior to the occurrence of such Covenant Compliance Event, to be less than

(b) Limit on Growth Capital Expenditures. The Borrower shall not incur, or permit any Loan
Party to incur, in the aggregate for the Borrower and all other Loan Parties, Growth Capital Expenditures
during any Fiscal Year of the Borrower, in excess of:

(i) during the Borrower’s 2016 Fiscal Year (ended February 2017)_

(ii) during the Borrower’s 2017 Fiscal Year (ending February 2018)—
(i)  during the Borrower’s 2018 Fiscal Year (ending February 2019), || N
(iv)  during the Borrower’s 2019 Fiscal Year (ending February 2020), | N
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V) during the Borrower’s 2020 Fiscal Year (ending February 2021),—

provided that, to the extent the aggregate Growth Capital Expenditures of the Loan Parties for any
Fiscal Year of the Borrower are less than the applicable limit set forth above (the amount of the difference
being referred to as “Unused Limit™), all or a portion of such Unused Limit not exceeding 20% of the
applicable limit set forth above for such Fiscal Year, may be carried forward to the immediately following
Fiscal Year (but may not be further carried forward to any subsequent Fiscal Year and shall not be added
to, or considered as part of, the applicable limit for such following Fiscal Year for the purpose of
determining the amount of any carry-forward of any Unused Limit from such following Fiscal Year).

7.15  Store Closings.

Close any Store unless the Borrower has provided Agent at least 15 days’ prior written notice of
such closing; provided, however, that nothing in this Section 7.15 shall prohibit any Loan Party from
doing the following: (a) closing any Store upon expiration of the Lease governing such Store or if such
Store is leased on a month-to-month basis, (b) closing any Store upon exercise of its rights under the
Lease governing such Store to terminate such Lease, including, but not limited to, as a result of the
underperformance of such Store or due to a breach of the Lease by the lessor, or (¢) closing any Store
upon the lessor’s exercise of its rights under the Lease governing such Store to terminate such Lease.

ARTICLE VIII
EVENTS OF DEFAULT AND REMEDIES

8.1 Events of Default.
Any of the following shall constitute an Event of Default:

(a) Non-Payment. The Borrower or any other Loan Party fails (i) to pay when and as
required to be paid herein, any amount of principal of any Loan or any L/C Obligation, or deposit any
funds as Cash Collateral in respect of L/C Obligations, or (ii) to pay withi Business Days of
when and as required to be paid herein any interest on any Loan or on any L/C Obligation, or any fee
payable hereunder, or (iii) to pay within Business Days after receiving a written request therefor,
any other Obligation payable under any Loan Document; or

(b) Specific Covenants. Any Loan Party fails to perform or observe any term, covenant or
agreement contained in any of Section 6.1, 6.2, 6.3, 6.5, 6.7, 6.10, 6.11, 6.12, 6.13 or 6.14 or Article VII;
or

(c) Other Defaults. Any Loan Party fails to perform or observe any other covenant or
agreement (not specified in subsection (a) or (b) above) contained in any Loan Document on its part to be
performed or observed and such failure continues for. days after the earlier of a Responsible Officer
having knowledge thereof or written notice from Agent thereof; or

(d) Representations and Warranties. Any representation, warranty, certification or statement
of fact made or deemed made by or on behalf of the Borrower or any other Loan Party herein, in any
other Loan Document, or in any document delivered in connection herewith or therewith (including,
without limitation, any Borrowing Base Certificate) shall be incorrect or misleading in any material
respect when made or deemed made; or

(e) Cross-Default. (i) Any Loan Party (A) fails to make any payment when due (whether by
scheduled maturity, required prepayment, acceleration, demand, or otherwise) and such payment is not
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made within any applicable grace period in respect of any Material Indebtedness (including undrawn
committed or available amounts and including amounts owing to all creditors under any combined or
syndicated credit arrangement), or (B) fails to observe or perform any other agreement or condition
relating to any such Material Indebtedness or contained in any instrument or agreement evidencing,
securing or relating thereto, or any other event occurs, the effect of which default or other event is to
cause, or to permit the holder or holders of such Material Indebtedness or the beneficiary or beneficiaries
of any Guarantee thereof (or a trustee or agent on behalf of such holder or holders or beneficiary or
beneficiaries) to cause, with the giving of notice if required, such Indebtedness to be demanded or to
become due or to be repurchased, prepaid, defeased or redeemed (automatically or otherwise), or an offer
to repurchase, prepay, defease or redeem such Indebtedness to be made, prior to its stated maturity, or
such Guarantee to become payable or cash collateral in respect thereof to be demanded; provided that this
clause (i)(B) shall not apply to secured Indebtedness of a Loan Party permitted hereunder that becomes
due upon the sale or transfer by such Loan Party of the assets securing such Indebtedness, or (ii) there
occurs under any Swap Contract an Early Termination Date (as defined in such Swap Contract) resulting
from (A) any event of default under such Swap Contract as to which a Loan Party is the Defaulting Party
(as defined in such Swap Contract) or (B) any Termination Event (as so defined) under such Swap
Contract as to which a Loan Party is an Affected Party (as so defined) and, in either event, the Swap
Termination Value owed by the Loan Party as a result thereof is greater tha

® Insolvency Proceedings, Etc. Any Loan Party institutes or consents to the institution of
any proceeding under any Debtor Relief Law or any other law seeking to approve or impose a plan of
arrangement, or makes an assignment for the benefit of creditors; or applies for or consents to the
appointment of any receiver, interim receiver, monitor, trustee, custodian, conservator, liquidator,
rehabilitator or similar officer for it or for all or any material part of its property; or a proceeding shall be
commenced or a petition filed, without the application or consent of such Person, seeking or requesting
the appointment of any receiver, interim receiver, monitor, trustee, custodian, conservator, liquidator,
rehabilitator or similar officer is appointed and the appointment continues undischarged, undismissed or
unstayed for - calendar days or an order or decree approving or ordering any of the foregoing
shall be entered; or any proceeding under any Debtor Relief Law relating to any such Person or to all or
any material part of its property is instituted without the consent of such Person and continues
undismissed or unstayed for h calendar days, or an order for relief is entered in any such
proceeding; or

(2) Inability to Pay Debts; Attachment. (i) Any Loan Party becomes unable or admits in
writing its inability or fails generally to pay its debts as they become due in the ordinary course of
business, or (ii) any writ or warrant of attachment or execution or similar process is issued or levied
against all or any material part of the property of any such Person and is not released, vacated or fully
bonded within 21 days after its issuance or levy (and continues to be bonded, if applicable); or

(h) Judgments. There is entered against any Loan Party one or more final judgments or

orders for the payment of money in an aggregate amount (as to all such judgments and orders) exceeding

the extent not covered by independent third-party insurance as to which the insurer is rated

at least “A” by A.M. Best Company, has been notified of the potential claim and does not dispute

coverage), or (ii) any one or more non- monetary judgments that have, or could reasonably be expected to

have, individually or in the aggregate, a Material Adverse Effect and, in either case, (A) enforcement

proceedings are commenced by any creditor upon such judgment or order, or (B) there is a period of .

consecutive days during such judgment or order, by reason of a pending appeal or otherwise, has not been
satisfied, vacated, discharged, stayed or bonded (and continues to be stayed or bonded, if applicable); or
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(i) Pension Plans. A Pension Event shall occur which, in Agent’s reasonable determination,
constitutes grounds for the termination under any applicable Law, of any Plan or for the appointment by
the appropriate Governmental Authority of a trustee or third party administrator for any Plan, or if any
Plan shall be terminated or any such trustee or administrator shall be requested or appointed and in either
event could reasonably be expected to have a Material Adverse Effect, or if a Loan Party is in default with
respect to payments to or Plan resulting from its complete or partial withdrawal from such Plan and any
such event could reasonably be expected to have a Material Adverse Effect, or any Lien arises (save for
contribution amounts not yet due) in connection with any Plan; or

) Invalidity of Loan Documents. (i) Any provision of any Loan Document, at any time
after its execution and delivery and for any reason other than as expressly permitted hereunder or
thereunder or satisfaction in full of all the Secured Obligations, ceases to be in full force and effect; or any
Loan Party or any other Person contests in any manner the validity or enforceability of any provision of
any Loan Document; or any Loan Party denies that it has any or further liability or obligation under any
provision of any Loan Document, or purports to revoke, terminate or rescind any provision of any Loan
Document or seeks to avoid, limit or otherwise adversely affect any Lien purported to be created under
any Security Document; or (ii) any Lien purported to be created under any Security Document shall cease
to be, or shall be asserted by any Loan Party or any other Person not to be, a valid and perfected Lien on
any Collateral (other than an immaterial portion of the Collateral not of the type included in the
Borrowing Base, as determined by Agent in its Permitted Discretion), with the priority required by the
applicable Security Document for any reason other than the failure of Agent or Lender to file PPSA
financing statements (or continuations thereof); or

(k) Change of Control. There occurs any Change of Control; or

1)) Cessation of Business. Except as otherwise expressly permitted hereunder, the Loan
Parties shall take any action to suspend the operation of the business of the Loan Parties, taken as a
whole, in the ordinary course, liquidate all or a material portion of its assets or Store locations, or employ
an agent or other third party to conduct a program of closings, liquidations or “Going-Out-Of-Business”
sales of any material portion of its business; or

(m) Loss of Collateral. There occurs any uninsured loss to any material portion of the
Collateral; or

(n) Breach of Contractual Obligation. Any Loan Party fails to observe or perform any other
agreement or condition relating to any Material Contract, which failure constitutes a default under such
Material Contract, the effect of which default is to cause the termination of such Material Contract; or

(o) Indictment. The indictment or institution of any legal process or proceeding against any
Loan Party under any federal, state, provincial, territorial, municipal, and other criminal statute, rule,
regulation, order, or other requirement having the force of law for an indictable offence; or

(p) Guarantee. The termination or attempted termination of any Facility Guarantee except as
expressly permitted hereunder or under any other Loan Document; or

(qQ) Subordination. (i) The subordination provisions of the documents evidencing or
governing any Subordinated Indebtedness (the “Subordination Provisions”) shall, in whole or in part,
terminate, cease to be effective or cease to be legally valid, binding and enforceable against any holder of
the applicable Subordinated Indebtedness; or (ii) the Borrower or any other Loan Party shall, directly or
indirectly, disavow or contest in any manner (A) the effectiveness, validity or enforceability of any of the
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Subordination Provisions, (B) that the Subordination Provisions exist for the benefit of the Credit Parties,
or (C) that all payments of principal of or premium and interest on the applicable Subordinated
Indebtedness, or realized from the liquidation of any property of any Loan Party, shall be subject to any of
the Subordination Provisions; or

(r) Material Adverse Change. If any event shall occur which has resulted or could reasonably
be expected to result in a Material Adverse Effect.

8.2 Remedies Upon Event of Default.

If any Event of Default occurs and is continuing, Agent may, or, at the request of the Required
Lenders shall, take any or all of the following actions:

(a) declare the Commitments of each Lender to make Loans and any obligation of the
Swingline Lender to make Swingline Loans and the L/C Issuer to make L/C Credit Extensions to be
terminated, whereupon such Commitments and obligation shall be terminated;

(b) declare the unpaid principal amount of all outstanding Loans, all interest accrued and
unpaid thereon, and all other Obligations owing or payable hereunder or under any other Loan Document
to be immediately due and payable, without presentment, demand, protest or other notice of any kind, all
of which are hereby expressly waived by the Loan Parties;

(©) require that the Loan Parties Cash Collateralize the L/C Obligations; and

(d) whether or not the maturity of the Obligations shall have been accelerated pursuant
hereto, proceed to protect, enforce and exercise all rights and remedies of the Credit Parties under this
Agreement, any of the other Loan Documents or applicable Law, including, but not limited to, by suit in
equity, action at law or other appropriate proceeding, whether for the specific performance of any
covenant or agreement contained in this Agreement and the other Loan Documents or any instrument
pursuant to which the Obligations are evidenced, and, if such amount shall have become due, by
declaration or otherwise, proceed to enforce the payment thereof or any other legal or equitable right of
the Credit Parties;

provided, however, that upon the occurrence of any Event of Default under Section 8.1(¢), the
obligation of each Lender to make Loans, any obligation of the Swingline Lender to make Swingline
Loans and any obligation of the L/C Issuer to make L/C Credit Extensions shall automatically terminate,
the unpaid principal amount of all outstanding Loans and all interest and other amounts as aforesaid shall
automatically become due and payable, and the obligation of the Loan Parties to Cash Collateralize the
L/C Obligations as aforesaid shall automatically become effective, in each case without further act of
Agent or any Lender.

No remedy herein is intended to be exclusive of any other remedy and each and every remedy
shall be cumulative and shall be in addition to every other remedy given hereunder or now or hereafter
existing at law or in equity or by statute or any other provision of Law.

83 Application of Funds.

After the exercise of remedies provided for in Section 8.2 (or after the Loans have automatically
become immediately due and payable and the L/C Obligations have automatically been required to be
Cash Collateralized as set forth in the proviso to Section 8.2), any amounts received on account of the
Secured Obligations shall be applied by Agent in the following order:
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First, to payment of that portion of the Obligations constituting fees, indemnities, Credit Party
Expenses and other amounts (including fees, charges and disbursements of counsel to Agent and amounts
payable under Article III) payable to Agent, in its capacity as such;

Second, to payment of that portion of the Obligations constituting indemnities, Credit Party
Expenses, and other amounts (other than principal, interest and fees) payable to the Lenders, the
Swingline Lender and the L/C Issuer (including fees, charges and disbursements of counsel to the
respective Lenders, the Swingline Lender and the L/C Issuer and amounts payable under Article III),
rateably among them in proportion to the amounts described in this clause Second payable to them;

Third, to the extent not previously reimbursed by the Lenders, to payment to Agent of that portion
of the Obligations constituting principal and accrued and unpaid interest on any Permitted Over-advances;

Fourth, to payment of that portion of the Obligations constituting accrued and unpaid interest on
the Loans, L/C Borrowings and other Obligations, and fees (including Letter of Credit Fees), rateably
among the Lenders, the Swingline Lender and the L/C Issuer in proportion to the respective amounts
described in this clause Fourth payable to them;

Fifth, to payment of that portion of the Obligations constituting unpaid principal of the Loans,
Swingline Loans (to the extent the same have not been converted into Syndicated Borrowings pursuant to
Section 2.16(h)) and L/C Borrowings, rateably among the Lenders, the Swingline Lender and the L/C
Issuer in proportion to the respective amounts described in this clause Fifth held by them;

Sixth, to Agent for the account of the L/C Issuer, to Cash Collateralize that portion of L/C
Obligations comprised of the aggregate undrawn amount of Letters of Credit;

Seventh, to payment of all other Obligations (including without limitation the cash
collateralization of unliquidated indemnification obligations for which a claim has been made), rateably
among the Credit Parties in proportion to the respective amounts described in this clause Seventh held by
them;

Eighth, to payment of that portion of the Secured Obligations arising from Cash Management
Services, rateably among the Credit Parties in proportion to the respective amounts described in this
clause Eighth held by them;

Ninth, to payment of all other Secured Obligations arising from Bank Products, rateably among
the Credit Parties in proportion to the respective amounts described in this clause Ninth held by them; and

Last, the balance, if any, after all of the Secured Obligations have been indefeasibly paid in full,
to the Loan Parties or as otherwise required by Law.

Subject to Section 2.3(c), amounts used to Cash Collateralize the aggregate undrawn amount of
Letters of Credit pursuant to clause Sixth above shall be applied to satisfy drawings under such Letters of
Credit as they occur. If any amount remains on deposit as Cash Collateral after all Letters of Credit have
either been fully drawn or expired, such remaining amount shall be applied to the other Secured
Obligations, if any, in the order set forth above.
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ARTICLE IX
AGENT

9.1 Appointment and Authority.

(a) Each of the Lenders hereby irrevocably appoints Royal Bank to act on its behalf as Agent
hereunder and under the other Loan Documents and authorizes Agent to take such actions on its behalf
and to exercise such powers as are delegated to Agent by the terms hereof or thereof, together with such
actions and powers as are reasonably incidental thereto. The provisions of this Article are solely for the
benefit of Agent, the Lenders, the Swingline Lender and the L/C Issuer, and except as provided in
Sections 9.6 and 9.10, no Loan Party shall have rights as a third party beneficiary of any of such
provisions.

(b) Each of the Lenders (in its capacities as a Lender) hereby irrevocably appoints Royal
Bank as Agent to act as the agent of such Lender for purposes of acquiring, holding and enforcing any
and all Liens on Collateral granted by any of the Loan Parties to secure any of the Secured Obligations,
together with such powers and discretion as are reasonably incidental thereto. In this connection, Agent,
as “collateral agent” and any co-agents, sub-agents and attorneys-in-fact appointed by Agent pursuant to
Section 9.5 for purposes of holding or enforcing any Lien on the Collateral (or any portion thereof)
granted under the Collateral Documents, or for exercising any rights and remedies thereunder at the
direction of Agent), shall be entitled to the benefits of all provisions of this Article IX and Article X
(including Section 10.4(c)), as though such co-agents, sub-agents and attorneys-in-fact were the
“collateral agent” under the Loan Documents, as if set forth in full herein with respect thereto.

(c) For greater certainty, and without limiting the powers of Agent, each of the Lenders, on
behalf of itself and any of its Affiliates that are Credit Parties, hereby irrevocably appoints Agent as
hypothecary representative of the Credit Parties as contemplated under Article 2692 of the Civil Code of
Quebec in order to hold hypothecs and security granted by any Loan Party on property pursuant to the
laws of the Province of Quebec and to exercise such powers and duties which are conferred upon the
Credit Parties thereunder. The execution by Agent as hypothecary representative prior to this appointment
of any deeds of hypothec or other security documents is hereby ratified and confirmed. The appointment
of Agent as hypothecary representative shall be deemed to have been ratified and confirmed by each
Person accepting an assignment of, a participation in or an arrangement in respect of, all or any portion of
any Credit Parties’ rights and obligations under this Agreement by the execution of an assignment,
including an Assignment and Assumption Agreement or a joinder or other agreement pursuant to which it
becomes such assignee or participant. In the event of the resignation or removal of Agent and
appointment of a successor Agent, such successor Agent shall also act as hypothecary representative
without further formality, except the filing of a notice of replacement of hypothecary representative
pursuant to Article 2692 of the Civil Code of Quebec.

9.2 Rights as a Lender.

The Person serving as Agent hereunder shall have the same rights and powers in its capacity as a
Lender as any other Lender and may exercise the same as though it were not Agent and the term “Lender”
or “Lenders” shall, unless otherwise expressly indicated or unless the context otherwise requires, include
the Person serving as Agent hereunder in its individual capacity. Such Person and its Affiliates may
accept deposits from, lend money to, act as the financial advisor or in any other advisory capacity for and
generally engage in any kind of business with the Loan Parties or any Subsidiary or other Affiliate thereof
as if such Person was not Agent hereunder and without any duty to account therefor to the Lenders.
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923 Exculpatory Provisions.

Agent shall not have any duties or obligations except those expressly set forth herein and in the
other Loan Documents. Without limiting the generality of the foregoing, Agent:

(a) shall not be subject to any fiduciary or other implied duties, regardless of whether a
Default has occurred and is continuing;

(b) shall not have any duty to take any discretionary action or exercise any discretionary
powers, except discretionary rights and powers expressly contemplated hereby or by the other Loan
Documents that Agent is required to exercise as directed in writing by the Required Lenders (or such
other number or percentage of the Lenders as shall be expressly provided for herein or in the other Loan
Documents), provided that Agent shall not be required to take any action that, in its respective opinion or
the opinion of its counsel, may expose Agent to liability or that is contrary to any Loan Document or
applicable law; and

(c) shall not, except as expressly set forth herein and in the other Loan Documents, have any
duty to disclose, and shall not be liable for the failure to disclose, any information relating to the Loan
Parties or any of its Affiliates that is communicated to or obtained by the Person serving as Agent or any
of its Affiliates in any capacity.

Agent shall not be liable for any action taken or not taken by it (i) with the Consent or at the
request of the Required Lenders (or such other number or percentage of the Lenders as shall be necessary,
or as Agent shall believe in good faith shall be necessary, under the circumstances as provided in Sections
10.1 and 8.2) or (it) in the absence of its own gross negligence or willful misconduct as determined by a
final and non-appealable judgment of a court of competent jurisdiction.

Agent shall not be deemed to have knowledge of any Default unless and until notice describing
such Default is given to Agent by the Loan Parties, a Lender, the Swingline Lender or the L/C Issuer.
Upon the occurrence of an Event of Default, Agent shall take such action with respect to such Default or
Event of Default as shall be reasonably directed by the Applicable Lenders. Unless and until Agent shall
have received such direction, Agent may (but shall not be obligated to) take such action, or refrain from
taking such action, with respect to any such Default or Event of Default as they shall deem advisable in
the best interest of the Credit Parties. In no event shall Agent be required to comply with any such
directions to the extent that Agent believes that its compliance with such directions would be unlawful.

Agent shall not be responsible for or have any duty to ascertain or inquire into (i) any statement,
warranty or representation made in or in connection with this Agreement or any other Loan Document,
(ii) the contents of any certificate, report or other document delivered hereunder or thereunder or in
connection herewith or therewith, (iii) the performance or observance of any of the covenants, agreements
or other terms or conditions set forth herein or therein or the occurrence of any Default, (iv) the validity,
enforceability, effectiveness or genuineness of this Agreement, any other Loan Document or any other
agreement, instrument or document or the creation, perfection or priority of any Lien purported to be
created by the Security Documents, (v) the value or the sufficiency of any Collateral, or (vi) the
satisfaction of any condition set forth in Article IV or elsewhere herein, other than to confirm receipt of
items expressly required to be delivered to Agent.

9.4 Reliance by Agent.

Agent shall be entitled to rely upon, and shall not incur any liability for relying upon, any notice,
request, certificate, consent, statement, instrument, document or other writing (including, but not limited
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to, any electronic message, Internet or intranet website posting or other distribution) believed by it to be
genuine and to have been signed, sent or otherwise authenticated by the proper Person. Agent also may
rely upon any statement made to it orally or by telephone and believed by it to have been made by the
proper Person, and shall not incur any liability for relying thereon. In determining compliance with any
condition hereunder to the making of a Loan, or the issuance of a Letter of Credit, that by its terms must
be fulfilled to the satisfaction of a Lender or the L/C Issuer, Agent may presume that such condition is
satisfactory to such Lender or the L/C Issuer unless Agent shall have received written notice to the
contrary from such Lender or the L/C Issuer prior to the making of such Loan or the issuance of such
Letter of Credit. Agent may consult with legal counsel (who may be counsel for any Loan Party),
independent accountants and other experts selected by it, and shall not be liable for any action taken or
not taken by it in accordance with the advice of any such counsel, accountants or experts.

9.5 Delegation of Duties.

Agent may perform any and all of its duties and exercise its rights and powers hereunder or under
any other Loan Document by or through any one or more sub-agents appointed by Agent. Agent and any
such sub-agent may perform any and all of its duties and exercise its rights and powers by or through their
respective Related Parties. The exculpatory provisions of this Article shall apply to any such sub-agent
and to the Related Parties of Agent and any such sub-agent, and shall apply to their respective activities in
connection with the syndication of the credit facilities provided for herein as well as activities as Agent.

9.6 Resignation of Agent.

Agent may at any time give written notice of its resignation to the Lenders and the Borrower.
Upon receipt of any such notice of resignation, the Required Lenders shall have the right to appoint a
successor, which shall be (i) a bank with an office in Canada, or an Affiliate or branch of any such bank
with an office in Canada, and (ii) unless an Event of Default has occurred and is continuing at the time of
such appointment, reasonably acceptable to the Borrower. If no such successor shall have been so
appointed by the Required Lenders and, to the extent required, consented to by the Borrower and shall
have accepted such appointment within 30 days after the retiring Agent gives notice of its resignation,
then the retiring Agent may on behalf of the Lenders, the Swingline Lender and the L/C Issuer, appoint a
successor Agent meeting the qualifications set forth above; provided that if Agent shall notify the
Borrower and the Lenders that no qualifying Person has accepted such appointment, then such resignation
shall nonetheless become effective in accordance with such notice and (1) the retiring Agent shall be
discharged from its duties and obligations hereunder and under the other Loan Documents (except that in
the case of any Collateral held by Agent on behalf of the Lenders, the Swingline Lender or the L/C Issuer
under any of the Loan Documents, the retiring Agent shall continue to hold such collateral security until
such time as a successor Agent is appointed) and (2) all payments, communications and determinations
provided to be made by, to or through Agent shall instead be made by or to each Lender, the Swingline
Lender and the L/C Issuer directly, until such time as the Required Lenders appoint a successor Agent
and, to the extent required, the Borrower consents thereto, as provided for above in this Section. Upon the
acceptance of a successor’s appointment as Agent hereunder, such successor shall succeed to and become
vested with all of the rights, powers, privileges and duties of the retiring (or retired) Agent, and the
retiring Agent shall be discharged from all of its duties and obligations hereunder or under the other Loan
Documents (if not already discharged therefrom as provided above in this Section). The fees payable by
the Borrower to a successor Agent shall be the same as those payable to its predecessor unless otherwise
agreed between the Borrower and such successor. After the retiring Agent’s resignation hereunder and
under the other Loan Documents, the provisions of this Article and Section 10.4 shall continue in effect
for the benefit of such retiring Agent, its sub-agents and their respective Related Parties in respect of any
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actions taken or omitted to be taken by any of them while the retiring Agent was acting as Agent
hereunder.

Any resignation by Royal Bank as Agent pursuant to this Section shall also constitute its
resignation as the Swingline Lender and the L/C Issuer. Upon the acceptance of a successor’s
appointment as Agent hereunder, (a) such successor shall succeed to and become vested with all of the
rights, powers, privileges and duties of the retiring Swingline Lender and L/C Issuer, (b) the retiring
Swingline Lender and L/C Issuer shall be discharged from all of their respective duties and obligations
hereunder or under the other Loan Documents, and (c¢) successor L/C Issuer shall issue letters of credit in
substitution for the Letters of Credit, if any, outstanding at the time of such succession or make other
arrangements satisfactory to the retiring L/C Issuer to effectively assume the obligations of the retiring
L/C Issuer with respect to such Letters of Credit and any outstanding Swingline Loans shall be converted
into Syndicated Borrowings pursuant to Section 2.16(h).

9.7 Non-Reliance on Agent and Other Lenders.

Each Lender, the Swingline Lender and the L/C Issuer acknowledges that it has, independently
and without reliance upon Agent or any other Lender or any of their Related Parties and based on such
documents and information as it has deemed appropriate, made its own credit analysis and decision to
enter into this Agreement. Each Lender, the Swingline Lender and the L/C Issuer also acknowledges that
it will, independently and without reliance upon Agent or any other Lender or any of their Related Parties
and based on such documents and information as it shall from time to time deem appropriate, continue to
make its own decisions in taking or not taking action under or based upon this Agreement, any other Loan
Document or any related agreement or any document furnished hereunder or thereunder. Except as
provided in Section 9.12, Agent shall not have any duty or responsibility to provide any Credit Party with
any other credit or other information concerning the affairs, financial condition or business of any Loan
Party that may come into the possession of Agent.

9.8 Agent May File Proofs of Claim.,

In case of the pendency of any proceeding under any Debtor Relief Law or any other judicial
proceeding relative to any Loan Party, Agent (irrespective of whether the principal of any Loan or L/C
Obligation shall then be due and payable as herein expressed or by declaration or otherwise and
irrespective of whether Agent shall have made any demand on the Loan Parties) shall be entitled and
empowered, by intervention in such proceeding or otherwise

(a) to file and prove a claim for the whole amount of the principal and interest owing and
unpaid in respect of the Loans, L/C Obligations and all other Secured Obligations that are owing and
unpaid and to file such other documents as may be necessary or advisable in order to have the claims of
the Lenders, the Swingline Lender, the L/C Issuer, Agent and the other Credit Parties (including any
claim for the reasonable compensation, expenses, disbursements and advances of the Lenders, the
Swingline Lender, the L/C Issuer, Agent, such Credit Parties and their respective agents and counsel and
all other amounts due the Lenders, the Swingline Lender, the L/C Issuer, Agent and such Credit Parties
under Sections 2.3(i), 2.3(j), 2.8 and 10.4) allowed in such judicial proceeding; and

(b) to collect and receive any monies or other property payable or deliverable on any such
claims and to distribute the same;

and any custodian, receiver, interim receiver, monitor, assignee, trustee, liquidator, sequestrator

or other similar official in any such judicial proceeding is hereby authorized by each Lender, the
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Swingline Lender and the L/C Issuer to make such payments to Agent and, if Agent shall consent to the
making of such payments directly to the Lenders, the Swingline Lender and the L/C Issuer, to pay to
Agent any amount due for the reasonable compensation, expenses, disbursements and advances of Agent
and its agents and counsel, and any other amounts due Agent under Sections 2.8 and 10.4.

Nothing contained herein shall be deemed to authorize Agent to authorize or consent to or accept
or adopt on behalf of any Lender, the Swingline Lender or the L/C Issuer any plan of reorganization,
arrangement, adjustment or composition affecting the Secured Obligations or the rights of any Lender, the
Swingline Lender or the L/C Issuer or to authorize Agent to vote in respect of the claim of any Lender,
the Swingline Lender or the L/C Issuer in any such proceeding.

9.9 Collateral and Guarantee Matters.
The Credit Parties irrevocably authorize Agent, at its option and in its discretion,

(a) to release any Lien on any property granted to or held by Agent under any Loan
Document (i) upon termination of the Aggregate Commitments and payment in full of all Secured
Obligations (other than contingent indemnification obligations for which no claim has been asserted) and
the expiration or termination of all Letters of Credit, (ii) that is Disposed of or to be Disposed of as part of
or in connection with any Disposition permitted hereunder or under any other Loan Document, or (iii) if
approved, authorized or ratified in writing by the Applicable Lenders in accordance with Section 10.1;

(b) to subordinate any Lien on any property granted to or held by Agent under any Loan
Document to the holder of any Lien on such property that is permitted by clauses (f), (h) or (q) of the
definition of Permitted Encumbrances; and

(©) to release any Guarantor from its obligations under any Facility Guarantee if such Person
ceases to be a Subsidiary as a result of a transaction permitted hereunder.

Upon request by Agent at any time, the Applicable Lenders will confirm in writing Agent’s
authority to release or subordinate its interest in particular types or items of property, or to release any
Guarantor from its obligations under any Facility Guarantee pursuant to this Section 9.10. In each case as
specified in this Section 9.10, Agent will, at the Borrower’s expense, execute and deliver to the applicable
Loan Party such documents as such Loan Party may reasonably request to evidence the release of such
item of Collateral from the assignment and security interest granted under the Security Documents or to
subordinate its interest in such item, or to release such Guarantor from its obligations under any Facility
Guarantee and each other applicable Loan Document, in each case in accordance with the terms of the
Loan Documents and this Section 9.10.

9.10  Notice of Transfer.

Agent may deem and treat a Lender party to this Agreement as the owner of such Lender’s
portion of the Secured Obligations for all purposes, unless and until, and except to the extent, an
Assignment and Acceptance shall have become effective as set forth in Section 10.6.

9.11 Reports and Financial Statements.

By signing this Agreement, each Lender:

(a) agrees to furnish Agent (and thereafter at such frequency as Agent may reasonably
request) with a summary of all Other Liabilities due or to become due to such Lender. In connection with
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any distributions to be made hereunder, Agent shall be entitled to assume that no amounts are due to any
Lender on account of Other Liabilities unless Agent has received written notice thereof from such Lender;

(b) is deemed to have requested that Agent furnish such Lender, promptly after they become
available, copies of all financial statements required to be delivered hereunder and all commercial finance
examinations and appraisals of the Collateral received by Agent (collectively, the “Reports”);

() expressly agrees and acknowledges that Agent makes no representation or warranty as to
the accuracy of the Reports, and shall not be liable for any information contained in any Report;

(d) expressly agrees and acknowledges that the Reports are not comprehensive audits or
examinations, that Agent or any other party performing any audit or examination will inspect only
specific information regarding the Loan Parties and will rely significantly upon the Loan Parties' books
and records, as well as on representations of the Loan Parties' personnel;

(e) agrees to keep all Reports confidential in accordance with the provisions of Section 10.7
hereof; and
® without limiting the generality of any other indemnification provision contained in this

Agreement, agrees: (i) to hold Agent and any such other Lender preparing a Report harmless from any
action the indemnifying Lender may take or conclusion the indemnifying Lender may reach or draw from
any Report in connection with any Credit Extensions that the indemnifying Lender has made or may
make to the Borrower, or the indemnifying Lender's participation in, or the indemnifying Lender's
purchase of, a Loan or Loans; and (ii) to pay and protect, and indemnify, defend, and hold Agent and any
such other Lender preparing a Report harmless from and against, the claims, actions, proceedings,
damages, costs, expenses, and other amounts (including attorney costs) incurred by Agent and any such
other Lender preparing a Report as the direct or indirect result of any third parties who might obtain all or
part of any Report through the indemnifying Lender.

9.12  Agency for Perfection.

Each Lender hereby appoints each other Lender as agent for the purpose of perfecting Liens for
the benefit of Agent and the Lenders, in assets which, in accordance with the PPSA or any other
applicable Law of Canada or any foreign jurisdiction can be perfected only by possession. Should any
Lender (other than Agent) obtain possession of any such Collateral, such Lender shall notify Agent
thereof, and, promptly upon Agent's request therefor shall deliver such Collateral to Agent or otherwise
deal with such Collateral in accordance with Agent's instructions.

9.13 Indemnification of Agent.

The Lenders hereby agree to indemnify Agent, the Swingline Lender, the L/C Issuer and any
Related Party, as the case may be (to the extent not reimbursed by the Loan Parties and without limiting
the obligations of Loan Parties hereunder), rateably according to their Applicable Percentages, from and
against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs,
expenses or disbursements of any kind or nature whatsoever that may be imposed on, incurred by, or
asserted against Agent in any way relating to or arising out of this Agreement or any other Loan
Document or any action taken or omitted to be taken by Agent in connection therewith; provided, that no
Lender shall be liable for any portion of such liabilities, obligations, losses, damages, penalties, actions,
judgments, suits, costs, expenses or disbursements resulting from Agent’s gross negligence or willful
misconduct as determined by a final and non-appealable judgment of a court of competent jurisdiction;
and provided further, no Lender shall be liable for any portion of such liabilities, obligations, losses,
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damages, penalties, actions, judgments, suits, costs, expenses or disbursements resulting from
circumstances arising prior to the date it became a Lender.

9.14 Relation among Lenders.

The Lenders are not partners or co-venturers, and no Lender shall be liable for the acts or
omissions of, or (except as otherwise set forth herein in case of Agent) authorized to act for, any other
Lender.

9.15  Defaulting Lender.

(a) Notwithstanding the provisions of Section 2.13 hereof, Agent shall not be obligated to
transfer to a Defaulting Lender any payments made by the Borrower to Agent for the Defaulting Lender’s
benefit or any proceeds of Collateral that would otherwise be remitted hereunder to the Defaulting
Lender, and, in the absence of such transfer to the Defaulting Lender, Agent shall transfer any such
payments (i) first, rateably, to (A) the L/C Issuer, to the extent of the portion of a Letter of Credit
Disbursement that was required to be, but was not, paid by the Defaulting Lender, and (B) the Swingline
Lender, to the extent of the portion of a Syndicated Borrowing that was required to be, but was not,
funded by the Defaulting Lender, (ii) second, to each Non-Defaulting Lender rateably in accordance with
their Commitments (but, in each case, only to the extent that such Defaulting Lender’s portion of a Loan
(or other funding obligation) was funded by such other Non-Defaulting Lender), (iii) to the Cash
Collateral Account, the proceeds of which shall be retained by Agent and may be made available to be re-
advanced to or for the benefit of the Borrower (upon the request of the Borrower and subject to the
conditions set forth in Section 4.2) as if such Defaulting Lender had made its portion of the Loans (or
other funding obligations) hereunder, and (iv) from and after the date on which all other Obligations have
been paid in full, to such Defaulting Lender. Subject to the foregoing, Agent may hold and, in its
discretion, re-lend to the Borrower for the account of such Defaulting Lender the amount of all such
payments received and retained by Agent for the account of such Defaulting Lender. Solely for the
purposes of voting or consenting to matters with respect to the Loan Documents (including the calculation
of Applicable Percentages in connection therewith) and for the purpose of calculating the fee payable
under Section 2.8(a), such Defaulting Lender shall be deemed not to be a “Lender” and such Lender’s
Commitment shall be deemed to be zero; provided, that the foregoing shall not apply to any of the matters
governed by Section 10.1(a) through (c). The provisions of this Section 9.15 shall remain effective with
respect to such Defaulting Lender until the earlier of (y) the date on which all of the Non-Defaulting
Lenders, Agent, the Swingline Lender, the L/C Issuer, and the Borrower shall have waived, in writing, the
application of this Section 9.15 to such Defaulting Lender, or (z) the date on which such Defaulting
Lender pays to Agent all amounts owing by such Defaulting Lender in respect of the amounts that it was
obligated to fund hereunder, and, if requested by Agent, provides adequate assurance of its ability to
perform its future obligations hereunder (on which earlier date, so long as no Event of Default has
occurred and is continuing, any remaining cash collateral held by Agent pursuant to Section 9.15(b) shall
be released to the Borrower). The operation of this Section 9.15 shall not be construed to increase or
otherwise affect the Commitment of any Lender, to relieve or excuse the performance by such Defaulting
Lender or any other Lender of its duties and obligations hereunder, or to relieve or excuse the
performance by the Borrower of its duties and obligations hereunder to Agent, the Swingline Lender, the
L/C Issuer, or to the Lenders other than such Defaulting Lender. Any failure by a Defaulting Lender to
fund amounts that it was obligated to fund hereunder shall constitute a material breach by such Defaulting
Lender of this Agreement. In connection with the arrangement of such a substitute Lender, the Defaulting
Lender shall have no right to refuse to be replaced hereunder, and agrees to execute and deliver a
completed form of Assignment and Assumption in favor of the substitute Lender (and agrees that it shall
be deemed to have executed and delivered such document if it fails to do so) subject only to being paid its
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share of the outstanding Obligations (other than any Other Liabilities, but including (1) all interest, fees
(except any Commitment Fees or Letter of Credit Fees not due to such Defaulting Lender in accordance
with the terms of this Agreement), and other amounts that may be due and payable in respect thereof, and
(2) an assumption of its Applicable Percentage of its participation in the Letters of Credit); provided, that
any such assumption of the Commitment of such Defaulting Lender shall not be deemed to constitute a
waiver of any of the Credit Parties’ or the Loan Parties’ rights or remedies against any such Defaulting
Lender arising out of or in relation to such failure to fund. In the event of a direct conflict between the
priority provisions of this Section 9.15 and any other provision contained in this Agreement or any other
Loan Document, it is the intention of the parties hereto that such provisions be read together and
construed, to the fullest extent possible, to be in concert with each other. In the event of any actual,
irreconcilable conflict that cannot be resolved as aforesaid, the terms and provisions of this Section 9.15
shall control and govern.

(b) If any Letter of Credit is outstanding at the time that a Lender becomes a Defaulting
Lender then:

@) such Defaulting Lender’s participation interest in any Letter of Credit shall be
reallocated among the Non-Defaulting Lenders in accordance with their respective Applicable
Percentages but only to the extent (x) the Outstanding Amount of all Non-Defaulting Lenders’
Credit Extensions after giving effect to such reallocation does not exceed the total of all Non-
Defaulting Lenders’ Commitments and (y) the conditions set forth in Section 4.2 are satisfied at
such time;

(ii) if the reallocation described in clause (b)(i) above cannot, or can only partially,
be effected, the Borrower shall within one Business Day following notice by Agent cash
collateralize such Defaulting Lender’s participation in Letters of Credit (after giving effect to any
partial reallocation pursuant to clause (b)(i) above), pursuant to a cash collateral agreement to be
entered into in form and substance reasonably satisfactory to Agent, for so long as such L/C
Obligations are outstanding; provided, that the Borrower shall not be obligated to cash
collateralize any Defaulting Lender’s participations in Letters of Credit if such Defaulting Lender
is also the L/C Issuer;

(iii)  if the Borrower cash collateralizes any portion of such Defaulting Lender’s
participation in Letters of Credit Exposure pursuant to this Section 9.15(b), the Borrower shall not
be required to pay any Letter of Credit Fees to Agent for the account of such Defaulting Lender
pursuant to Section 2.3 with respect to such cash collateralized portion of such Defaulting
Lender’s participation in Letters of Credit during the period such participation is cash
collateralized;

(iv) to the extent the participation by any Non-Defaulting Lender in the Letters of
Credit is reallocated pursuant to this Section 9.15(b), then the Letter of Credit Fees payable to the
Non-Defaulting Lenders pursuant to Section 2.3 shall be adjusted in accordance with such
reallocation;

W) to the extent any Defaulting Lender’s participation in Letters of Credit is neither
cash collateralized nor reallocated pursuant to this Section 9.15(b), then, without prejudice to any
rights or remedies of the L/C Issuer or any Lender hereunder, all Letter of Credit Fees that would
have otherwise been payable to such Defaulting Lender under Section 2.3 with respect to such
portion of such participation shall instead be payable to the L/C Issuer until such portion of such
Defaulting Lender’s participation is cash collateralized or reallocated;
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(vi) so long as any Lender is a Defaulting Lender, the L/C Issuer shall not be required
to issue, amend, or increase any Letter of Credit, in each case, to the extent (x) the Defaulting
Lender’s Applicable Percentage of such Letter of Credit cannot be reallocated pursuant to this
Section 9.15(b), (y) is not cash collateralized in accordance with this Section 9.15(b), or (z) the
L/C Issuer has not otherwise entered into arrangements reasonably satisfactory to the L/C Issuer,
as applicable, and the Borrower to eliminate the L/C Issuer’s risk with respect to the Defaulting
Lender’s participation in Letters of Credit; and

(vil)  Agent may release any cash collateral provided by the Borrower pursuant to this
Section 9.15(b) to the L/C Issuer and the L/C Issuer may apply any such cash collateral to the
payment of such Defaulting Lender’s Applicable Percentage of any Letter of Credit Disbursement
that is not reimbursed by the Borrower pursuant to Section 2.3.

(c) If any Swingline Loan is outstanding at the time that a Lender becomes a Defaulting
Lender then:

(i) such Defaulting Lender’s Applicable Percentage of any Syndicated Borrowing
into which the Swingline Loan is required to be converted shall be reallocated among the Non-
Defaulting Lenders in accordance with their respective Applicable Percentages but only to the
extent (x) the Outstanding Amount of all Non-Defaulting Lenders’ Credit Extensions after giving
effect to such reallocation does not exceed the total of all Non-Defaulting Lenders’ Commitments
and (y) the conditions set forth in Section 4.2 are satisfied at such time;

(ii) if the reallocation described in clause (b)(i) above cannot, or can only partially,
be effected, the Borrower shall within one Business Day following notice by Agent repay an
amount of such Swingline Loan equal to such Defaulting Lender’s Applicable Percentage of the
Syndicated Borrowing into which the Swingline Loan is required to be converted (after giving
effect to any partial reallocation pursuant to clause (b)(i) above) for value on the same day as
such conversion is required to be made; provided, that the Borrower shall not be obligated to
repay any Defaulting Lender’s Applicable Percentage of a Syndicated Borrowing if such
Defaulting Lender is also the Swingline Lender;

(iit)  For so long as any Lender is a Defaulting Lender, the Swingline Lender may, but
is not required to, make any further Swingline Loans available.

ARTICLE X
MISCELLANEOUS

10.1 Amendments, Etc.

No amendment or waiver of any provision of this Agreement or any other Loan Document, and
no Consent to any departure by any Loan Party therefrom, shall be effective unless in writing signed by
Agent, with the Consent of the Required Lenders, and the Borrower or the applicable Loan Party, as the
case may be, and each such waiver or Consent shall be effective only in the specific instance and for the
specific purpose for which given; provided, however, that no such amendment, waiver or consent after the
Closing Date shall:

(a) extend or, increase the Commitment of any Lender (or reinstate any Commitment
terminated pursuant to Section 8.2) without the written Consent of such Lender;
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(b) as to any Lender, postpone any date fixed by this Agreement or any other Loan
Document for (i) any scheduled payment (including the Maturity Date) or mandatory prepayment of
principal, interest, fees or other amounts due hereunder or under any of the other Loan Documents
without the written Consent of such Lender entitled to such payment, or (ii) any scheduled or mandatory
reduction of the Aggregate Commitments hereunder or under any other Loan Document without the
written Consent of such Lender;

(c) as to any Lender, reduce the principal of, or the rate of interest specified herein on, any
Loan or L/C Borrowing, or (subject to clause (iii) of the second proviso to this Section 10.1) any fees or
other amounts payable hereunder or under any other Loan Document, without the written Consent of each
Lender entitled to such amount; provided, however, that only the Consent of the Required Lenders shall
be necessary (i) to amend the definition of “Default Rate” or (ii) to waive any obligation of the Borrower
to pay interest or Letter of Credit Fees at the Default Rate;

(d) as to any Lender, change Section 2.12 or Section 8.3 in a manner that would alter the pro
rata sharing of payments required thereby without the written Consent of such Lender;

(e) change any provision of this Section or the definition of “Required Lenders”, or any other
provision hereof specifying the number or percentage of Lenders required to amend, waive or otherwise
modify any rights hereunder or make any determination or grant any consent hereunder, without the
written Consent of each Lender;

) except as expressly permitted hereunder or under any other Loan Document, release, or
limit the liability of, any Loan Party without the written Consent of each Lender;

(2) except for Permitted Dispositions, release all or substantially all of the Collateral from the
Liens of the Security Documents without the written Consent of each Lender;

(h) except as provided in Section 2.14, increase the Aggregate Commitments without the
written Consent of each Lender;

(i) modify the definition of Permitted Over-advance so as to increase the amount thereof or,
except as provided in such definition, the time period for a Permitted Over-advance without the written
Consent of each Lender; and

§)] except as expressly permitted herein or in any other Loan Document, subordinate the
Secured Obligations hereunder or the Liens granted hereunder or under the other Loan Documents, to any
other Indebtedness or Lien, as the case may be without the written Consent of each Lender;

and, provided further, that (i) no amendment, waiver or Consent shall, unless in writing and
signed by the L/C Issuer in addition to the Lenders required above, affect the rights or duties of the L/C
Issuer under this Agreement or any Issuer Document relating to any Letter of Credit issued or to be issued
by it; (ii) no amendment, waiver or Consent shall, unless in writing and signed by the Swingline Lender
in addition to the Lenders required above, affect the rights or duties of the Swingline Lender under this
Agreement or any other Loan Document; (iii) no amendment, waiver or Consent shall, unless in writing
and signed by Agent in addition to the Lenders required above, affect the rights or duties of Agent under
this Agreement or any other Loan Document; and (iv) the Fee Letter and the agreements evidencing the
Other Liabilities may be amended, or rights or privileges thereunder waived, in a writing executed only
by the parties thereto. Notwithstanding anything to the contrary herein, no Defaulting Lender shall have
any right to approve or disapprove any amendment, waiver or Consent hereunder, except that the
Commitment of such Lender may not be increased or extended without the consent of such Lender.
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If any Lender does not Consent (a “Non-Consenting Lender”) to a proposed amendment, waiver,
consent or release with respect to any Loan Document that requires the Consent of each Lender and that
has been approved by the Required Lenders, the Borrower may replace such Non-Consenting Lender in
accordance with Section 10.13; provided that such amendment, waiver, consent or release can be effected
as a result of the assignment contemplated by such Section (together with all other such assignments
required by the Borrower to be made pursuant to this paragraph).

10.2  Notices; Effectiveness; Electronic Communications.

(a) Notices Generally. Except as provided in subsection (b) below, all notices and other
communications provided for herein shall be in writing and shall be delivered by hand or overnight
courier service, mailed by certified or registered mail or sent by facsimile transmission or electronic mail
as follows:

) if to the Loan Parties, or Agent, to the address, fax number or electronic mail
address specified for such Person on Schedule 10.2; and

(ii) if to any other Lender, the Swingline Lender or to the L/C Issuer, to the address,
fax number or electronic mail address specified in its Administrative Questionnaire.

Notices sent by hand or overnight courier service, or mailed by certified or registered mail, shall
be deemed to have been given when received; notices sent by facsimile transmission shall be deemed to
have been given when sent (except that, if not given during normal business hours for the recipient, shall
be deemed to have been given at the opening of business on the next Business Day for the recipient).
Notices delivered through electronic communications to the extent provided in subsection (b) below, shall
be effective as provided in such subsection (b).

(b) Electronic Communications. Notices and other communications to the Lenders, the
Swingline Lender and the L/C Issuer hereunder may be delivered or furnished by electronic
communication (including e-mail and Internet or intranet websites) pursuant to procedures approved by
Agent, provided that the foregoing shall not apply to notices to any Lender, the Swingline Lender or the
L/C Issuer pursuant to Article I if such Lender, the Swingline Lender or the L/C Issuer, as applicable, has
notified Agent that it is incapable of receiving notices under such Article by electronic communication.
Agent or the Borrower may, in its discretion, agree to accept notices and other communications to it
hereunder by electronic communications pursuant to procedures approved by it, provided that approval of
such procedures may be limited to particular notices or communications.

Unless Agent otherwise prescribes, (i) notices and other communications sent to an e-mail
address shall be deemed received upon the sender’s receipt of an acknowledgement from the intended
recipient (such as by the “return receipt requested” function, as available, return e-mail or other written
acknowledgement), provided that if such notice or other communication is not sent during the normal
business hours of the recipient, such notice or communication shall be deemed to have been sent at the
opening of business on the next Business Day for the recipient, and (ii) notices or communications posted
to an Internet or intranet website shall be deemed received upon the deemed receipt by the intended
recipient at its e-mail address as described in the foregoing clause (i) of notification that such notice or
communication is available and identifying the website address therefor.

() The Platform. THE PLATFORM IS PROVIDED “AS IS” AND “AS AVAILABLE.”
THE AGENT PARTIES (AS DEFINED BELOW) DO NOT WARRANT THE ACCURACY OR
COMPLETENESS OF THE BORROWER MATERIALS OR THE ADEQUACY OF THE
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PLATFORM, AND EXPRESSLY DISCLAIM LIABILITY FOR ERRORS IN OR OMISSIONS FROM
THE BORROWER MATERIALS. NO WARRANTY OF ANY KIND, EXPRESS, IMPLIED OR
STATUTORY, INCLUDING ANY WARRANTY OF MERCHANTABILITY, FITNESS FOR A
PARTICULAR PURPOSE, NON- INFRINGEMENT OF THIRD PARTY RIGHTS OR FREEDOM
FROM VIRUSES OR OTHER CODE DEFECTS, IS MADE BY ANY AGENT PARTY IN
CONNECTION WITH THE BORROWER MATERIALS OR THE PLATFORM. In no event shall
Agent or any of its Related Parties (collectively, the “Agent Parties”) have any liability to any Loan Party,
any Lender, the Swingline Lender, the L/C Issuer or any other Person for losses, claims, damages,
liabilities or expenses of any kind (whether in tort, contract or otherwise) arising out of the Loan Parties’
or Agent’s transmission of the Borrower Materials through the Internet, except to the extent that such
losses, claims, damages, liabilities or expenses are determined by a court of competent jurisdiction by a
final and non-appealable judgment to have resulted from the gross negligence or willful misconduct of
such Agent Party; provided, however, that in no event shall any Agent Party have any liability to any
Loan Party, any Lender, the Swingline Lender, the L/C Issuer or any other Person for indirect, special,
incidental, consequential or punitive damages (as opposed to direct or actual damages).

(d) Change of Address, Etc. Each of the Loan Parties and Agent may change its address, fax
number or electronic mail address for notices and other communications hereunder by notice to the other
parties hereto. Each other Lender, the Swingline Lender and the L/C Issuer may change its address, fax
number or electronic mail address for notices and other communications hereunder by notice to the
Borrower, Agent, the Swingline Lender and the L/C Issuer. In addition, each Lender, the Swingline
Lender and the L/C Issuer agrees to notify Agent from time to time to ensure that Agent has on record
(1) an effective address, contact name, fax number and electronic mail address to which notices and other
communications may be sent and (ii) accurate wire instructions for such Lender, the Swingline Lender or
the L/C Issuer.

(e) Reliance by Agent, L/C Issuer, the Swingline Lender and Lenders. Agent, the L/C Issuer,

the Swingline Lender and the Lenders shall be entitled to rely and act upon any notices purportedly given
by or on behalf of the Loan Parties even if (i) such notices were not made in a manner specified herein,
were incomplete or were not preceded or followed by any other form of notice specified herein, or (ii) the
terms thereof, as understood by the recipient, varied from any confirmation thereof. The Loan Parties
shall indemnify Agent, the L/C Issuer, the Swingline Lender, each Lender and the Related Parties of each
of them from all losses, costs, expenses and liabilities resulting from the reliance by such Person on each
notice purportedly given by or on behalf of the Loan Parties.

10.3 No Waiver; Cumulative Remedies.

No failure by any Credit Party to exercise, and no delay by any such Person in exercising, any
right, remedy, power or privilege hereunder shall operate as a waiver thereof; nor shall any single or
partial exercise of any right, remedy, power or privilege hereunder or under any other Loan Document
preclude any other or further exercise thereof or the exercise of any other right, remedy, power or
privilege. The rights, remedies, powers and privileges provided herein and in the other Loan Documents
are cumulative and not exclusive of any rights, remedies, powers and privileges provided by law. Without
limiting the generality of the foregoing, the making of a Loan or issuance of a Letter of Credit shall not be
construed as a waiver of any Default, regardless of whether any Credit Party may have had notice or
knowledge of such Default at the time.

10.4  Expenses; Indemnity; Damage Waiver.

(a) Costs and Expenses. The Borrower shall pay all Credit Party Expenses.
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(b) Indemnification by the Loan Parties. The Loan Parties shall indemnify Agent (and any
sub-agent thereof), each other Credit Party, and each Related Party of any of the foregoing Persons (each
such Person being called an “Indemnitee”) against, and hold each Indemnitee harmless (on an after tax
basis) from, any and all losses, claims, causes of action, damages, liabilities, settlement payments, costs,
and related expenses (including the reasonable fees, charges and disbursements of one primary counsel
(and one local counsel in each appropriate jurisdictions) for the Indemnitees collectively (absent a conflict
of interest in which case the foregoing limitations regarding the number of counsel shall not apply)),
incurred by any Indemnitee or asserted against any Indemnitee by any third party or by the Borrower or
any other Loan Party arising out of, in connection with, or as a result of (i) the execution or delivery of
this Agreement, any other Loan Document or any agreement or instrument contemplated hereby or
thereby, the performance by the parties hereto of their respective obligations hereunder or thereunder or
the consummation of the transactions contemplated hereby or thereby, or, in the case of Agent (and any
sub-agents thereof) and its Related Parties only, the administration of this Agreement and the other Loan
Documents, (ii) any Loan or Letter of Credit or the use or proposed use of the proceeds therefrom
(including any refusal by the L/C Issuer to honor a demand for payment under a Letter of Credit if the
documents presented in connection with such demand do not strictly comply with the terms of such Letter
of Credit any bank advising or confirming a Letter of Credit or any other nominated person with respect
to a Letter of Credit seeking to be reimbursed or indemnified or compensated, and any third party seeking
to enforce the rights of the Borrower, beneficiary, nominated person, transferee, assignee of Letter of
Credit proceeds, or holder of an instrument or document related to any Letter of Credit), (iii) any actual or
alleged presence or release of Hazardous Materials on or from any property owned or operated by any
Loan Party or any of its Subsidiaries, or any Environmental Liability related in any way to any Loan Party
or any of its Subsidiaries, (iv) any claims of, or amounts paid by any Credit Party to a Person which has
entered into a control agreement with any Credit Party hereunder, or (v) any actual or prospective claim,
litigation, investigation or proceeding relating to any of the foregoing, whether based on contract, tort or
any other theory, whether brought by a third party or by the Borrower or any other Loan Party or any of
the Loan Parties’ directors, shareholders or creditors, and regardless of whether any Indemnitee is a party
thereto, in all cases, whether or not caused by or arising, in whole or in part, out of the comparative,
contributory or sole negligence of the Indemnitee; provided that such indemnity shall not, as to any
Indemnitee, be available to the extent that such losses, claims, damages, liabilities or related expenses (x)
are determined by a court of competent jurisdiction by final and non-appealable judgment to have resulted
from the bad faith, gross negligence or willful misconduct of such Indemnitee or (y) result from a claim
brought by the Borrower or any other Loan Party against an Indemnitee for breach of such Indemnitee's
obligations hereunder or under any other Loan Document, if the Borrower or such Loan Party has
obtained a final and non-appealable judgment in its favor on such claim as determined by a court of
competent jurisdiction.

(c) Reimbursement by Lenders. Without limiting their obligations under Section 9.14 hereof,
to the extent that the Loan Parties for any reason fail to indefeasibly pay any amount required under
subsection (a) or (b) of this Section to be paid by it, each Lender severally agrees to pay to Agent (or any
such sub-agent), the Swingline Lender, the L/C Issuer or such Related Party, as the case may be, such
Lender’s Applicable Percentage (determined as of the time that the applicable unreimbursed expense or
indemnity payment is sought) of such unpaid amount, provided that the unreimbursed expense or
indemnified loss, claim, damage, liability or related expense, as the case may be, was incurred by or
asserted against Agent (or any such sub-agent), the Swingline Lender or the L/C Issuer in its capacity as
such, or against any Related Party of any of the foregoing acting for Agent (or any such sub-agent), the
Swingline Lender or the L/C Issuer in connection with such capacity. The obligations of the Lenders
under this subsection (c) are subject to the provisions of Section 2.11(d).
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(d) Waiver of Consequential Damages, Etc. To the fullest extent permitted by applicable
Law, the Loan Parties shall not assert, and hereby waive, any claim against any Indemnitee, on any theory
of liability, for special, indirect, consequential or punitive damages (as opposed to direct or actual
damages) arising out of, in connection with, or as a result of, this Agreement, any other Loan Document
or any agreement or instrument contemplated hereby, the transactions contemplated hereby or thereby,
any Loan or Letter of Credit or the use of the proceeds thereof. No Indemnitee shall be liable for any
damages arising from the use by unintended recipients of any information or other materials distributed to
such unintended recipients by such Indemnitee through telecommunications, electronic or other
information transmission systems in connection with this Agreement or the other Loan Documents or the
transactions contemplated hereby or thereby other than for direct or actual damages resulting from the
gross negligence or willful misconduct of such Indemnitee as determined by a final and non-appealable
judgment of a court of competent jurisdiction.

(e) Payments. All amounts due under this Section shall be payable on demand therefor.

® Survival. The agreements in this Section shall survive the resignation of Agent, the
Swingline Lender and the L/C Issuer, the assignment of any Commitment or Loan by any Lender, the
replacement of any Lender, the termination of the Aggregate Commitments and the repayment,
satisfaction or discharge of all the other Secured Obligations.

10.5 Payments Set Aside.

To the extent that any payment by or on behalf of a Loan Party is made to any Credit Party, or
any Credit Party exercises its right of setoff, and such payment or the proceeds of such setoff or any part
thereof is subsequently invalidated, declared to be fraudulent or preferential, set aside or required
(including pursuant to any settlement entered into by such Credit Party in its discretion) to be repaid to a
trustee, receiver or any other party, in connection with any proceeding under any Debtor Relief Law or
otherwise, then (a) to the extent of such recovery, the obligation or part thereof originally intended to be
satisfied shall be revived and continued in full force and effect as if such payment had not been made or
such setoff had not occurred, and (b) each Lender, the Swingline Lender and the L/C Issuer severally
agrees to pay to Agent upon demand its Applicable Percentage (without duplication) of any amount so
recovered from or repaid by Agent, plus interest thereon from the date of such demand to the date such
payment is made at a rate per annum equal to the Federal Funds Rate (if denominated in U.S. Dollars) or
the Bank of Canada Overnight Rate (if denominated in Canadian Dollars) from time to time in effect. The
obligations of the Lenders, the Swingline Lender and the L/C Issuer under clause (b) of the preceding
sentence shall survive the payment in full of the Secured Obligations and the termination of this
Agreement.

10.6  Successors and Assigns.

(a) Successors and Assigns Generally. The provisions of this Agreement shall be binding
upon and inure to the benefit of the parties hereto and their respective successors and assigns permitted
hereby, except that no Loan Party may assign or otherwise transfer any of its rights or obligations
hereunder or under any other Loan Document without the prior written Consent of Agent and each Lender
and no Lender may assign or otherwise transfer any of its rights or obligations hereunder except (i) to an
Eligible Assignee in accordance with the provisions of Section 10.6(b), (ii) by way of participation in
accordance with the provisions of subsection Section 10.6(d), or (iii) by way of pledge or assignment of a
security interest subject to the restrictions of Section 10.6(f) (and any other attempted assignment or
transfer by any party hereto shall be null and void). Nothing in this Agreement, expressed or implied,
shall be construed to confer upon any Person (other than the parties hereto, their respective successors and
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assigns permitted hereby, Participants to the extent provided in Section 10.6(d) and, to the extent
expressly contemplated hereby, the Related Parties of each of the Credit Parties) any legal or equitable
right, remedy or claim under or by reason of this Agreement.

(b) Assignments by Lenders. Any Lender may at any time assign to one or more Eligible
Assignees all or a portion of its rights and obligations under this Agreement (including all or a portion of
its Commitment(s) and the Loans (including for purposes of this Section 10.6(b), participations in L/C
Obligations) at the time owing to it); provided that any such assignment shall be subject to the following
conditions:

) Minimum Amounts.

(A) in the case of an assignment of the entire remaining amount of
the assigning Lender's Commitment and the Loans at the time owing to it or in the case of an
assignment to a Lender or an Affiliate of a Lender or an Approved Fund with respect to a Lender,
no minimum amount need be assigned; and

(B) in any case not described in subsection (b)(i)(A) of this Section,
the aggregate amount of the Commitment (which for this purpose includes Loans outstanding
thereunder) or, if the Commitment is not then in effect, the principal outstanding balance of the
Loans of the assigning Lender subject to each such assignment, determined as of the date the
Assignment and Assumption with respect to such assignment is delivered to Agent or, if “Trade
Date” is specified in the Assignment and Assumption, as of the Trade Date, shall not be less than

each of Agent and, so long as no Event of Default has occurred and is
continuing, the Borrower otherwise consents (each such consent not to be unreasonably withheld
or delayed); provided, however, that concurrent assignments to members of an Assignee Group
and concurrent assignments from members of an Assignee Group to a single Eligible Assignee
(or to an Eligible Assignee and members of its Assignee Group) will be treated as a single
assignment for purposes of determining whether such minimum amount has been met;

(ii) Proportionate Amounts. Each partial assignment shall be made as an assignment
of a proportionate part of all the assigning Lender's rights and obligations under this Agreement
with respect to the Loans or the Commitment assigned;

(iii)  Required Consents. No consent shall be required for any assignment except to
the extent required by subsection (b)(i)(B) of this Section and, in addition:

(A) the consent of the Borrower (such consent not to be
unreasonably withheld or delayed) shall be required unless (1) an Event of Default has occurred
and is continuing at the time of such assignment or (2) such assignment is to a Lender, an
Affiliate of a Lender or an Approved Fund; provided that with respect to any consent of the
Borrower required with respect to any assignment hereunder, the passage of five (5) Business
Days from receipt of written notice by the Borrower from Agent or a Lender of such assignment
hereunder without the Borrower’s giving Agent and such Lender written notice of the Borrower’s
consent to such assignment shall be deemed to constitute the Borrower’s consent to such
assignment; and

(B) the consent of Agent (such consent not to be unreasonably
withheld or delayed) shall be required for assignments in respect of any Commitment if such
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assignment is to a Person that is not a Lender, an Affiliate of such Lender or an Approved Fund
with respect to such Lender;

© the consent of the L/C Issuer (such consent not to be
unreasonably withheld or delayed) shall be required for any assignment that increases the
obligation of the assignee to participate in exposure under one or more Letters of Credit (whether
or not then outstanding); and

(D) the consent of the Swingline Lender (such consent not to be
unreasonably withheld or delayed) shall be required for any assignment that increases the
obligation of the assignee to participate in Syndicated Borrowings pursuant to Section 2.16(h).

(iv) Assignment and Assumption. The parties to each assignment shall execute and
deliver to Agent an Assignment and Assumption, together with a processing and recordation fee
of $5,000, provided, however, that Agent may, in its sole discretion, elect to waive such
processing and recordation fee in the case of any assignment. The assignee, if it shall not be a
Lender, shall deliver to Agent an Administrative Questionnaire.

Subject to acceptance and recording thereof by Agent pursuant to subsection (c) of this Section,
from and after the effective date specified in each Assignment and Assumption, the Eligible Assignee
thereunder shall be a party to this Agreement and, to the extent of the interest assigned by such
Assignment and Assumption, have the rights and obligations of a Lender under this Agreement, and the
assigning Lender thereunder shall, to the extent of the interest assigned by such Assignment and
Assumption, be released from its obligations under this Agreement (and, in the case of an Assignment
and Assumption covering all of the assigning Lender's rights and obligations under this Agreement, such
Lender shall cease to be a party hereto) but shall continue to be entitled to the benefits of Sections 3.1,
3.4, 3.5, and 10.4 with respect to facts and circumstances occurring prior to the effective date of such
assignment. Upon request, the Borrower (at its expense) shall execute and deliver a Note to the assignee
Lender. Any assignment or transfer by a Lender of rights or obligations under this Agreement that does
not comply with this subsection shall be treated for purposes of this Agreement as a sale by such Lender
of a participation in such rights and obligations in accordance with Section 10.6(d).

() Register. Agent, acting solely for this purpose as an agent of the Borrower, shall maintain
at Agent’s Office a copy of each Assignment and Assumption delivered to it and a register for the
recordation of the names and addresses of the Lenders, and the Commitments of, and principal amounts
of the Loans, L/C Obligations and other Secured Obligations owing to, each Lender pursuant to the terms
hereof from time to time (the “Register”). The entries in the Register shall be conclusive, absent manifest
error, and the Loan Parties, Agent and the Lenders may treat each Person whose name is recorded in the
Register pursuant to the terms hereof as a Lender hereunder for all purposes of this Agreement,
notwithstanding notice to the contrary. The Register shall be available for inspection by the Borrower and
any Lender at any reasonable time and from time to time upon reasonable prior notice, and the Borrower
may request a copy of the Register. Each Lender that sells a participation shall maintain a register on
which it enters the name and address of each participant and the principal amounts of each participant’s
interest in the Commitments, Loans, L/C Obligations and other Obligations held by it (the “Participant
Register”). The entries in the Participant Register shall be conclusive absent manifest error, and such
Lender shall treat each Person whose name is recorded in the Participant Register as the owner of such
interest in the Commitments, Loans, L/C Obligations and other Obligations as the owner thereof for all
purposes of this Agreement notwithstanding any notice to the contrary.
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(d) Participations. Any Lender may at any time, without the consent of, or notice to, any
Loan Party or Agent, sell participations to any Person (other than a natural person or the Loan Parties or
any of the Loan Parties’ Affiliates) (each, a “Participant™) in all or a portion of such Lender's rights and/or
obligations under this Agreement (including all or a portion of its Commitment and/or the Loans
(including such Lender’s participations in L/C Obligations) owing to it); provided that (i) such Lender's
obligations under this Agreement shall remain unchanged, (ii) such Lender shall remain solely
responsible to the other parties hereto for the performance of such obligations and (iii) the Loan Parties,
Agent, the Lenders, the Swingline Lender and the L/C Issuer shall continue to deal solely and directly
with such Lender in connection with such Lender's rights and obligations under this Agreement. Any
Participant shall agree in writing to comply with all confidentiality obligations set forth in Section 10.7 as
if such Participant was a Lender hereunder.

Any agreement or instrument pursuant to which a Lender sells such a participation shall provide
that such Lender shall retain the sole right to enforce this Agreement and to approve any amendment,
modification or waiver of any provision of this Agreement; provided that such agreement or instrument
may provide that such Lender will not, without the consent of the Participant, agree to any amendment,
waiver or other modification described in the first proviso to Section 10.1 that affects such Participant.
Subject to subsection () of this Section and the prior written consent of the Loan Parties to the identity of
any Participant (which consent shall not be unreasonably withheld or delayed), the Loan Parties agree that
each Participant shall be entitled to the benefits of Sections 3.1, 3.4 and 3.5 to the same extent as if it were
a Lender and had acquired its interest by assignment pursuant to Section 10.6(b). To the extent permitted
by law, each Participant also shall be entitled to the benefits of Section 10.8 as though it were a Lender,
provided such Participant agrees to be subject to Section 2.12 as though it were a Lender.

(e) Limitations upon Participant Rights. A Participant shall not be entitled to receive any
greater payment under Section 3.1, 3.4 or 3.5 than the applicable Lender would have been entitled to
receive with respect to the participation sold to such Participant, unless the sale of the participation to
such Participant is made with the Borrower's prior written consent and such consent must expressly state
that such Participant shall not be subject to the limitations contained in this Section 10.6(c). A Participant
that would be a Foreign Lender if it were a Lender shall not be entitled to the benefits of Section 3.1
unless the Borrower is notified of the participation sold to such Participant and such Participant agrees,
for the benefit of the Loan Parties, to comply with Section 3.1(e) as though it were a Lender.

® Certain Pledges. Any Lender may at any time pledge or assign a security interest or Lien
in all or any portion of its rights under this Agreement (including under its Note, if any) to secure
obligations of such Lender, including any pledge or assignment to secure obligations to the Bank of
Canada or Federal Reserve Bank of another jurisdiction; provided that (i) no such pledge or assignment
shall release such Lender from any of its obligations hereunder or substitute any such pledgee or assignee
for such Lender as a party hereto and (ii) no such pledgee or assignee may become a Lender hereunder
unless the provisions of Section 10.6(b) have been satisfied with respect to such pledgee or assignee.

(2 Electronic Execution of Assignments. The words “execution,” “signed,” “signature,”
and words of like import in any Assignment and Assumption shall be deemed to include electronic
signatures or the keeping of records in electronic form, each of which shall be of the same legal effect,
validity or enforceability as a manually executed signature or the use of a paper-based recordkeeping
system, as the case may be, to the extent and as provided for in any applicable law.
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10.7 Treatment of Certain Information; Confidentiality.

Each of the Credit Parties agrees to maintain the confidentiality of the Information (as defined
below), except that Information may be disclosed (a) to its Affiliates and to its and its Affiliates’
respective partners, directors, officers, employees, agents, funding sources, attorneys, advisors and
representatives (it being understood that the Persons to whom such disclosure is made will be informed of
the confidential nature of such Information and instructed to keep such Information confidential and the
Credit Party disclosing such Information shall be responsible for any breach of such confidentiality by
any Person described in this clause (a)), (b) to the extent requested by any regulatory authority purporting
to have jurisdiction over it (including any self-regulatory authority, such as the National Association of
Insurance Commissioners), (c) to the extent required by applicable Laws or regulations or by any
subpoena or similar legal process, (d) to any other party hereto, (€) in connection with the exercise of any
remedies hereunder or under any other Loan Document or any action or proceeding relating to this
Agreement or any other Loan Document or the enforcement of rights hereunder or thereunder, (f) subject
to an agreement containing provisions substantially the same as those of this Section, to (i) any assignee
of or Participant in, or any prospective assignee of or Participant in, any of its rights or obligations under
this Agreement or (ii) any actual or prospective counterparty (or its advisors) to any swap or derivative
transaction relating to any Loan Party and its obligations, (g) with the prior written consent of the
Borrower or (h) to the extent such Information (x) becomes publicly available other than as a result of a
breach of this Section or (y) becomes available to any Credit Party or any of their respective Affiliates on
a non-confidential basis from a source other than the Loan Parties unless the Credit Party knows that such
source is subject to a confidentiality agreement with the Loan Parties.

For purposes of this Section, “Information” means all information received from the Loan Parties
relating to the Loan Parties or their respective businesses, other than any such information that is
available to any Credit Party on a non-confidential basis prior to disclosure by the Loan Parties. Any
Person required to maintain the confidentiality of Information as provided in this Section shall be
considered to have complied with its obligation to do so if such Person has exercised the same degree of
care to maintain the confidentiality of such Information as such Person would accord to its own
confidential information.

10.8  Right of Setoff.

If an Event of Default shall have occurred and be continuing, each Lender, the Swingline Lender,
the L/C Issuer and each of their respective Affiliates is hereby authorized at any time and from time to
time, after obtaining the prior written consent of Agent or the Required Lenders, to the fullest extent
permitted by applicable Law, to set off and apply any and all deposits (general or special, time or demand,
provisional or final, in whatever currency) at any time held and other obligations (in whatever currency)
at any time owing by such Lender, the Swingline Lender, the L/C Issuer or any such Affiliate to or for the
credit or the account of the Borrower or any other Loan Party against any and all of the Secured
Obligations now or hereafter existing under this Agreement or any other Loan Document to such Lender,
the Swingline Lender or the L/C Issuer, regardless of the adequacy of the Collateral, and irrespective of
whether or not such Lender, the Swingline Lender or the L/C Issuer shall have made any demand under
this Agreement or any other Loan Document and although such obligations of the Borrower or such Loan
Party may be contingent or unmatured or are owed to a branch or office of such Lender, the Swingline
Lender or the L/C Issuer different from the branch or office holding such deposit or obligated on such
indebtedness. The rights of each Lender, the Swingline Lender, the L/C Issuer and their respective
Affiliates under this Section are in addition to other rights and remedies that such Lender, the Swingline
Lender, the L/C Issuer or their respective Affiliates may have with respect to any obligations and
indebtedness of the Loan Parties which do not constitute Secured Obligations. Each Lender, the
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Swingline Lender and the L/C Issuer agrees to notify the Borrower and Agent promptly after any such
setoff and application, provided that the failure to give such notice shall not affect the validity of such
setoff and application.

10.9 Interest Rate Limitation.

Notwithstanding anything to the contrary contained in any Loan Document, the interest paid or
agreed to be paid under the Loan Documents shall not exceed the maximum rate of non-usurious interest
permitted by the Criminal Code (Canada) or other by applicable Law (the “Maximum Rate”). If Agent or
any Lender shall receive interest in an amount that exceeds the Maximum Rate, the excess interest shall
be applied to the principal of the Loans or, if it exceeds such unpaid principal, refunded to the Borrower.
In determining whether the interest contracted for, charged, or received by Agent or a Lender exceeds the
Maximum Rate, such Person may, to the extent permitted by applicable Law, (a) characterize any
payment that is not principal as an expense, fee, or premium rather than interest, (b) exclude voluntary
prepayments and the effects thereof, and (c) amortize, prorate, allocate, and spread in equal or unequal
parts the total amount of interest throughout the contemplated term of the Obligations hereunder.

10.10 Counterparts; Integration; Effectiveness.

This Agreement may be executed in counterparts (and by different parties hereto in different
counterparts), each of which shall constitute an original, but all of which when taken together shall
constitute a single contract. This Agreement and the other Loan Documents constitute the entire contract
among the parties relating to the subject matter hereof and supersede any and all previous agreements and
understandings, oral or written, relating to the subject matter hereof. Except as provided in Section 4.1,
this Agreement shall become effective when it shall have been executed by Agent and when Agent shall
have received counterparts hereof that, when taken together, bear the signatures of each of the other
parties hereto. Delivery of an executed counterpart of a signature page of this Agreement by facsimile
transmission or electronic mail shall be as effective as delivery of a manually executed counterpart of this
Agreement.

10.11 Survival.

All representations and warranties made hereunder and in any other Loan Document or other
document delivered pursuant hereto or thereto or in connection herewith or therewith shall survive the
execution and delivery hereof and thereof. Such representations and warranties have been or will be relied
upon by the Credit Parties, regardless of any investigation made by any Credit Party or on their behalf and
notwithstanding that any Credit Party may have had notice or knowledge of any Default at the time of any
Credit Extension, and shall continue in full force and effect as long as any Loan or any other Secured
Obligation (other than any contingent indemnification obligations for which no claim has then been
asserted) hereunder shall remain unpaid or unsatisfied or any Letter of Credit shall remain outstanding.
Further, the provisions of Sections 3.1, 3.4, 3.5 and 10.4 and Article IX shall survive and remain in full
force and effect regardless of the repayment of the Secured Obligations, the expiration or termination of
the Letters of Credit and the Commitments or the termination of this Agreement or any provision hereof.
In connection with the termination of this Agreement and the release and termination of the security
interests in the Collateral, Agent may require such indemnities and collateral security as they shall
reasonably deem necessary or appropriate to protect the Credit Parties against (x) loss on account of
credits previously applied to the Secured Obligations that may subsequently be reversed or revoked, (y)
any obligations that may thereafter arise with respect to the Other Liabilities and (z) any Secured
Obligations that may thereafter arise under Section 10.4.
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10.12 Severability.

If any provision of this Agreement or the other Loan Documents is held to be illegal, invalid or
unenforceable, (a) the legality, validity and enforceability of the remaining provisions of this Agreement
and the other Loan Documents shall not be affected or impaired thereby and (b) the parties shall endeavor
in good faith negotiations to replace the illegal, invalid or unenforceable provisions with valid provisions
the economic effect of which comes as close as possible to that of the illegal, invalid or unenforceable
provisions. The invalidity of a provision in a particular jurisdiction shall not invalidate or render
unenforceable such provision in any other jurisdiction.

10.13 Replacement of Lenders.

If any Lender requests compensation under Section 3.4, or if the Borrower is required to pay any
additional amount to any Lender or any Governmental Authority for the account of any Lender pursuant
to Section 3.1, or if any Lender is a Defaulting Lender or a Non-Consenting Lender, then the Borrower
may, at its sole expense and effort, upon notice to such Lender and Agent, require such Lender to assign
and delegate, without recourse (in accordance with and subject to the restrictions contained in, and
consents required by, Section 10.6), all of its interests, rights and obligations under this Agreement and
the related Loan Documents to an assignee that shall assume such obligations (which assignee may be
another Lender, if a Lender accepts such assignment), provided that:

(a) the Borrower shall have paid or caused to be paid to Agent the assignment fee specified
in Section 10.6(b);

(b) such Lender shall have received payment of an amount equal to the outstanding principal
of its Loans and L/C Advances, accrued interest thereon, accrued fees and all other amounts payable to it
hereunder and under the other Loan Documents (including any amounts under Section 3.5) from the
assignee (to the extent of such outstanding principal and accrued interest and fees) or the Borrower (in the
case of all other amounts);

(c) in the case of any such assignment resulting from a claim for compensation under
Section 3.4 or payments required to be made pursuant to Section 3.1, such assignment will result in a
reduction in such compensation or payments thereafter; and

(d) such assignment does not conflict with applicable Laws.

A Lender shall not be required to make any such assignment or delegation if, prior thereto, as a
result of a waiver by such Lender or otherwise, the circumstances entitling the Borrower to require such
assignment and delegation cease to apply.

10.14 Governing Law; Jurisdiction; Etc.

(a) GOVERNING LAW. THIS AGREEMENT SHALL BE GOVERNED BY, AND
CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE PROVINCE OF BRITISH
COLUMBIA AND THE FEDERAL LAWS OF CANADA APPLICABLE THEREIN.

(b) SUBMISSION TO JURISDICTION. EACH LOAN PARTY IRREVOCABLY AND
UNCONDITIONALLY SUBMITS, FOR ITSELF AND ITS PROPERTY, TO THE NONEXCLUSIVE
JURISDICTION OF THE COURTS OF THE PROVINCE OF BRITISH COLUMBIA, CITY OF
VANCOUVER, AND ANY APPELLATE COURT THEREOF, IN ANY ACTION OR PROCEEDING
ARISING OUT OF OR RELATING TO THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT,
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OR FOR RECOGNITION OR ENFORCEMENT OF ANY JUDGMENT, AND EACH OF THE LOAN
PARTIES HERETO IRREVOCABLY AND UNCONDITIONALLY AGREES THAT ALL CLAIMS IN
RESPECT OF ANY SUCH ACTION OR PROCEEDING MAY BE HEARD AND DETERMINED IN
SUCH COURT. EACH OF THE LOAN PARTIES HERETO AGREES THAT A FINAL JUDGMENT
IN ANY SUCH ACTION OR PROCEEDING SHALL BE CONCLUSIVE AND MAY BE ENFORCED
IN OTHER JURISDICTIONS BY SUIT ON THE JUDGMENT OR IN ANY OTHER MANNER
PROVIDED BY LAW. NOTHING IN THIS AGREEMENT OR IN ANY OTHER LOAN DOCUMENT
SHALL AFFECT ANY RIGHT THAT ANY CREDIT PARTY MAY OTHERWISE HAVE TO BRING
ANY ACTION OR PROCEEDING RELATING TO THIS AGREEMENT OR ANY OTHER LOAN
DOCUMENT AGAINST ANY LOAN PARTY OR ITS PROPERTIES IN THE COURTS OF ANY
JURISDICTION.

(c) WAIVER OF VENUE. EACH LOAN PARTY IRREVOCABLY AND
UNCONDITIONALLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE
LAW, ANY OBJECTION THAT IT MAY NOW OR HEREAFTER HAVE TO THE LAYING OF
VENUE OF ANY ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS
AGREEMENT OR ANY OTHER LOAN DOCUMENT IN ANY COURT REFERRED TO IN
PARAGRAPH (b) OF THIS SECTION. EACH OF THE LOAN PARTIES HERETO HEREBY
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW,
THE DEFENSE OF AN INCONVENIENT FORUM TO THE MAINTENANCE OF SUCH ACTION
OR PROCEEDING IN ANY SUCH COURT.

(d) SERVICE OF PROCESS. EACH PARTY HERETO IRREVOCABLY CONSENTS TO
SERVICE OF PROCESS IN THE MANNER PROVIDED FOR NOTICES IN SECTION 10.2.
NOTHING IN THIS AGREEMENT WILL AFFECT THE RIGHT OF ANY PARTY HERETO TO
SERVE PROCESS IN ANY OTHER MANNER PERMITTED BY APPLICABLE LAW.

(e) ACTIONS COMMENCED BY LOAN PARTIES. EACH LOAN PARTY AGREES
THAT ANY ACTION COMMENCED BY ANY LOAN PARTY ASSERTING ANY CLAIM OR
COUNTERCLAIM ARISING UNDER OR IN CONNECTION WITH THIS AGREEMENT OR ANY
OTHER LOAN DOCUMENT SHALL BE BROUGHT SOLELY IN A COURT OF THE PROVINCE
OF BRITISH COLUMBIA, CITY OF VANCOUVER, AND CONSENTS TO THE EXCLUSIVE
JURISDICTION OF SUCH COURTS WITH RESPECT TO ANY SUCH ACTION.

10.15 Waiver of Jury Trial.

EACH PARTY HERETO HEREBY IRREVOCABLY WAIVES, TO THE FULLEST EXTENT
PERMITTED BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN
ANY LEGAL PROCEEDING DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO
THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT OR THE TRANSACTIONS
CONTEMPLATED HEREBY OR THEREBY (WHETHER BASED ON CONTRACT, TORT, DELICT
OR ANY OTHER THEORY). EACH PARTY HERETO (A) CERTIFIES THAT NO
REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PERSON HAS REPRESENTED,
EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PERSON WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER AND (B) ACKNOWLEDGES
THAT IT AND THE OTHER PARTIES HERETO HAVE BEEN INDUCED TO ENTER INTO THIS
AGREEMENT AND THE OTHER LOAN DOCUMENTS BY, AMONG OTHER THINGS, THE
MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION.
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10.16 No Advisory or Fiduciary Responsibility.

In connection with all aspects of each transaction contemplated hereby, the Loan Parties each
acknowledge and agree that: (a) the credit facility provided for hereunder and any related arranging or
other services in connection therewith (including in connection with any amendment, waiver or other
modification hereof or of any other Loan Document) are an arm’s-length commercial transaction between
the Loan Parties, on the one hand, and the Credit Parties, on the other hand, and each of the Loan Parties
is capable of evaluating and understanding and understands and accepts the terms, risks and conditions of
the transactions contemplated hereby and by the other Loan Documents (including any amendment,
waiver or other modification hereof or thereof); (b) in connection with the process leading to such
transaction, each Credit Party is and has been acting solely as a principal and is not the financial advisor,
agent or fiduciary, for the Loan Parties or any of their respective Affiliates, stockholders, creditors or
employees or any other Person; (c) none of the Credit Parties has assumed or will assume an advisory,
agency or fiduciary responsibility in favor of the Loan Parties with respect to any of the transactions
contemplated hereby or the process leading hereto, including with respect to any amendment, waiver or
other modification hereof or of any other Loan Document (irrespective of whether any of the Credit
Parties has advised or is currently advising any Loan Party or any of its Affiliates on other matters) and
none of the Credit Parties has any obligation to any Loan Party or any of its Affiliates with respect to the
transactions contemplated hereby except those obligations expressly set forth herein and in the other Loan
Documents; (d) the Credit Parties and their respective Affiliates may be engaged in a broad range of
transactions that involve interests that differ from those of the Loan Parties and their respective Affiliates,
and none of the Credit Parties has any obligation to disclose any of such interests by virtue of any
advisory, agency or fiduciary relationship; and (e) the Credit Parties have not provided and will not
provide any legal, accounting, regulatory or tax advice with respect to any of the transactions
contemplated hereby (including any amendment, waiver or other modification hereof or of any other
Loan Document) and each of the Loan Parties has consulted its own legal, accounting, regulatory and tax
advisors to the extent it has deemed appropriate. Each of the Loan Parties hereby waives and releases, to
the fullest extent permitted by law, any claims that it may have against each of the Credit Parties with
respect to any breach or alleged breach of agency or fiduciary duty.

10.17 Foreign Asset Control Regulations.

Neither of the advance of the Loans, nor the issuance of Letters of Credit, nor the use of the
proceeds of any thereof will violate (collectively, “Foreign Assets Control Regulations™) any anti-money
laundering, anti-terrorist, economic or trade sanctions, measures governing export controls or foreign
assets control regulations, or any enabling legislation or executive orders relating thereto, including, but
not limited to, the anti-terrorist provisions of the Criminal Code (Canada), the Proceeds of Crime (Money
Laundering) and Terrorist Financing Act (Canada), the United Nations Suppression of Terrorism
Regulations and the Anti-terrorism Act (Canada), the Export and Import Permits Act (Canada), the United
Nations Act (Canada), the Special Economic Measures Act (Canada), or the Foreign Extraterritorial
Measures Act (Canada). Furthermore, none of the Borrower or its Affiliates (a) is or will become a
“blocked person” maintained by any Governmental Authority, including, but not limited to, those
described in any Foreign Assets Control Regulations or (b) engages or will engage in any dealings or
transactions, or be otherwise associated, with any such “blocked person” or in any manner violative of
any such order.

10.18 Time of the Essence.

Time is of the essence of the Loan Documents.
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10.19 Press Releases.

(a) Each Credit Party executing this Agreement agrees that neither it nor its Affiliates will in
the future issue any press releases or other public disclosure using the name of Agent or its Affiliates or
referring to this Agreement or the other Loan Documents without at least two (2) Business Days’ prior
notice to Agent and without the prior written consent of Agent unless (and only to the extent that) such
Credit Party or Affiliate is required to do so under applicable Law and then, in any event, such Credit
Party or Affiliate will consult with Agent before issuing such press release or other public disclosure.

(b) Each Loan Party consents to the publication by Agent or any Lender of advertising
material relating to the financing transactions contemplated by this Agreement using any Loan Party’s
name, product photographs, logo or trademark. Agent or such Lender shall provide a draft reasonably in
advance of any advertising material to the Borrower for review and comment prior to the publication
thereof. Agent reserves the right to provide to industry trade organizations information necessary and
customary for inclusion in league table measurements.

10.20 Additional Waivers.

(a) The Obligations are the joint and several obligation of each Loan Party. To the fullest
extent permitted by applicable Law, the obligations of each Loan Party shall not be affected by (i) the
failure of any Credit Party to assert any claim or demand or to enforce or exercise any right or remedy
against any other Loan Party under the provisions of this Agreement, any other Loan Document or
otherwise, (ii) any rescission, waiver, amendment or modification of, or any release from any of the terms
or provisions of, this Agreement or any other Loan Document, or (iii) the failure to perfect any security
interest in, or the release of, any of the Collateral or other security held by or on behalf of Agent or any
other Credit Party.

(b) The obligations of each Loan Party shall not be subject to any reduction, limitation,
impairment or termination for any reason (other than the indefeasible payment in full in cash of the
Secured Obligations after the termination of the Commitments), including any claim of waiver, release,
surrender, alteration or compromise of any of the Secured Obligations, and shall not be subject to any
defense or setoff, counterclaim, recoupment or termination whatsoever by reason of the invalidity,
illegality or unenforceability of any of the Secured Obligations or otherwise. Without limiting the
generality of the foregoing, the obligations of each Loan Party hereunder shall not be discharged or
impaired or otherwise affected by the failure of Agent or any other Credit Party to assert any claim or
demand or to enforce any remedy under this Agreement, any other Loan Document or any other
agreement, by any waiver or modification of any provision of any thereof, any default, failure or delay,
willful or otherwise, in the performance of any of the Secured Obligations, or by any other act or
omission that may or might in any manner or to any extent vary the risk of any Loan Party or that would
otherwise operate as a discharge of any Loan Party as a matter of law or equity (other than the
indefeasible payment in full in cash of all the Secured Obligations after the termination of the
Commitments).

(c) To the fullest extent permitted by applicable Law, each Loan Party waives any defense
based on or arising out of any defense of any other Loan Party or the unenforceability of the Secured
Obligations or any part thereof from any cause, or the cessation from any cause of the liability of any
other Loan Party, other than the indefeasible payment in full in cash of all the Secured Obligations and
the termination of the Commitments. Agent and the other Credit Parties may, at their election, foreclose
on any security held by one or more of them by one or more judicial or non-judicial sales, accept an
assignment of any such security in lieu of foreclosure, compromise or adjust any part of the Secured
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Obligations, make any other accommodation with any other Loan Party, or exercise any other right or
remedy available to them against any other Loan Party, without affecting or impairing in any way the
liability of any Loan Party hereunder except to the extent that all the Secured Obligations have been
indefeasibly paid in full in cash and the Commitments have been terminated. Each Loan Party waives any
defense arising out of any such election even though such election operates, pursuant to applicable Law,
to impair or to extinguish any right of reimbursement or subrogation or other right or remedy of such
Loan Party against any other Loan Party, as the case may be, or any security.

(d) Each Loan Party is obligated to repay the Secured Obligations as joint and several
obligors under this Agreement. Upon payment by any Loan Party of any Secured Obligations, all rights of
such Loan Party against any other Loan Party arising as a result thereof by way of right of subrogation,
contribution, reimbursement, indemnity or otherwise shall in all respects be subordinate and junior in
right of payment to the prior indefeasible payment in full in cash of all the Secured Obligations and the
termination of the Commitments. In addition, any indebtedness of any Loan Party now or hereafter held
by any other Loan Party is hereby subordinated in right of payment to the prior indefeasible payment in
full of the Secured Obligations and no Loan Party will demand, sue for or otherwise attempt to collect any
such indebtedness. If any amount shall erroneously be paid to any Loan Party on account of (i) such
subrogation, contribution, reimbursement, indemnity or similar right or (ii) any such indebtedness of any
Loan Party, such amount shall be held in trust for the benefit of the Credit Parties and shall forthwith be
paid to Agent to be credited against the payment of the Secured Obligations, whether matured or
unmatured, in accordance with the terms of this Agreement and the other Loan Documents.

10.21 No Strict Construction.

The parties hereto have participated jointly in the negotiation and drafting of this Agreement. In
the event an ambiguity or question of intent or interpretation arises, this Agreement shall be construed as
if drafted jointly by the parties hereto and no presumption or burden of proof shall arise favoring or
disfavoring any party by virtue of the authorship of any provisions of this Agreement.

10.22 Attachments.

The exhibits, schedules and annexes attached to this Agreement are incorporated herein and shall
be considered a part of this Agreement for the purposes stated herein, except that in the event of any
conflict between any of the provisions of such exhibits and the provisions of this Agreement, the
provisions of this Agreement shall prevail.

10.23 Anti-Money Laundering Legislation.

(a) Each Loan Party acknowledges that, pursuant to the Proceeds of Crime (Money
Laundering) and Terrorist Financing Act (Canada) and other applicable anti-money laundering, anti-
terrorist financing, government sanction and “Know Your Client” laws (collectively, including any
guidelines or orders thereunder, “AML Legislation”), Lenders may be required to obtain, verify and
record information regarding the Loan Parties and their respective directors, authorized signing officers,
direct or indirect shareholders or other Persons in control of the Loan Parties, and the transactions
contemplated hereby. Each Loan Party shall promptly provide all such information, including supporting
documentation and other evidence, as may be reasonably requested by any Lender or any prospective
assignee or participant of a Lender, any Issuing Bank or Agent, in order to comply with any applicable
AML Legislation, whether now or hereafter in existence.
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(b) If Agent has ascertained the identity of any Loan Party or any authorized signatories of
the Loan Parties for the purposes of applicable AML Legislation, then Agent:

(1) shall be deemed to have done so as an agent for each Lender, and this Agreement
shall constitute a “written agreement” in such regard between each Lender and Agent within the

meaning of the applicable AML Legislation; and

(ii) shall provide to each Lender copies of all information obtained in such regard
without any representation or warranty as to its accuracy or completeness.

Notwithstanding the preceding sentence and except as may otherwise be agreed in writing, each
of the Lenders agrees that Agent has no obligation to ascertain the identity of the Loan Parties or any
authorized signatories of the Loan Parties on behalf of any Lender, or to confirm the completeness or
accuracy of any information it obtains from any Loan Party or any such authorized signatory in doing so.

[The remainder of this page has been intentionally left blank.]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by
their respective authorized officers as of the date first above written.

Signature Page to Credit Agreement

MOUNTAIN EQUIPMENT CO-OPERATIVE,
as Borrower

Name: T&W
Title: e trouncSta | teer-
By:

Name:
Title:

1314625 ONTARIO LIMITED,
as a Guarantor

By:
Name: 9 T%MS
Title: ThtosA
By:
Name:
Title:
S-1




Signature Page to Credit Agreement

ROYAL BANK OF CANADA,
as Agent
By:
Name: N
Title: Rodica Dutka
Mana %gency
By: /?,&
Name:
Title:
§-2
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Signature Page to Credit Agreement

ROYAL BANK OF CANADA,

as L/C Issuer, Swingline Leﬁ?d a Lender
By: K_D/M //

Name: Dan Mascioli
Title: Attorney in Fact

By:
Name:

ame: .
Title: /)”?L " -“\__760\(’7[

S-3
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Signature Page to Credit Agreement
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CANADIAN IMPERIAL BANK OF COMMERCE,
as a Lender

By: Jr/dm /'f -—

—

Name: Courtney Salage

Title: A W
By:

Name: /
Title: Geoff GOIﬂ(ng
Authorized Signatery
S-4



Signature Page to Credit Agreement

THE TORONTO-DOMINION BANK,

as a Lender
By: / \/é/

. L
N.a;nfe. "\‘"“A,/;/M/ rici
Title: Hi?

By:
Name: MI%f\ ; :Le- Whi+e

e 0 eniar Ana 5t

S-5
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Schedule 1.1
Guarantors

1314625 Ontario Limited

51049727.5



Commitments and Applicable Percentages

Schedule 2.1

226

Lender

Commitment

Applicable Percentage

Bow e

510497275
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Schedule 4.1

Closing Date Loan Documnents

510497275
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Schedule 5.1

Borrower’s Organizational Information

Loan Party Jurisdiction of Chief Executive | Registered Organization Organization Tax
Incorporation, Office Office Type Number Identification
Organization or Number
Formation
Mountain British Columbia 1077 Great 1077 Great Co-operative CP 0000852
Equipment Co- Northern Way Northern Association -
operative Vancouver, BC Way
VST 1EI Vancouver,
BC VST IE]
1314625 Ontario Ontario 1077 Great Suite 6000. 1 | Corporation 1314625
Limited Northern Way First
Vancouver, BC Canadian
VST 1E1 Place
100 King St
w
Toronto ON
MS5X 1E2

510497275




Schedule 5.6

Litigation

510497275
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Schedule 5.8(b)(1)
Owned Real Estate
Address City, Province Postal Code
Legal Owner Owned Location i
Borrower Calgary 830 10th Avenue SW Calgary, AB T2R 0A9
366 - 378 Richmond

Ottawa Road Ottawa, ON K2A OES8
Borrower | - Property 366

(store) 366 Richmond Road Ottawa, ON K2A OE8
Guarantor | - Property 374

(parking lot) 374 Richmond Road Ottawa, ON K2A OE8
Borrower | - Property 378

(parking lot) 378 Richmond Road Ottawa, ON K2A OE8
Borrower 212 Brooksbank North

North Vancouver Avenue Vancouver, BC | V7J2Cl1
Borrower | Byrlington 1030 Brant Street Burlington, ON | L7R 0B2
Borrower 784 Sheppard Avenue | North York,

North York East ON M2K 1C3
Borrower | pC Surrey 13340 76th Avenue Surrey, BC
Borrower | winnipeg 303 Portage Ave Winnipeg, MB | R3B 2B4
Borrower No Street Address (Plan

RN22(XXII) Block 20
Edmonton Lots 11-14) Edmonton, AB | TSN QL9
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Schedule 5.9
Environmental Matters

MEC currently operates 22 stores in 6 provinces as well as a head office facility in Vancouver,
distribution centres in Surrey, BC and Brampton, ON and a marketing office in Montreal, QC. MEC
owns six of its stores (North Vancouver, Calgary, Winnipeg, Ottawa, Burlington, North York) and the
Western DC; the remaining facilities are leaseholds.

Since at least 1995, any MEC store or other building development (owned or leasehold) involving
'turned soil' has required that an environmental site assessment (ESA) be conducted beforehand to
determine what, if any, contamination existed on site and, in turn, to offer recommendations for
remediation.

ESAs were conducted by environmental consulting firms (such as Golder Associates). Owners /
developers contracted and oversaw ESAs for their leasehold properties while MEC did the same for its
properties. In this context, MEC's legal liability is limited to property it owns.

No significant degree of contamination has been found on sites owned by MEC. Any
contamination revealed through the ESA process was relatively minor and remediated via the
recommended measures. Further details are as follows:

51049727.5
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Schedule 5.10

Insurance

51049727.5
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Schedule 5.11

Taxes

Nil.

51049727.5



Subsidiaries; Other Equity Investments

Schedule 5.13

239

(a) Subsidiaries
Name of Subsidiary Outstanding Equity Interests Holder
1314625 Ontario Limited 1 common share Borrower
(b) Equity Investments

Investment by the Borrower as a limited partner holding 50% of units in Park Towns
Developments Limited Partnership and as a shareholder holding 50% of the shares in Park Towns

Developments GP Inc.

51049727.5
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Schedule 5.16
Intellectual Property Matters

Nil.

51049727.5
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Schedule 5.17

Collective Bargaining Agreements

Retail Wholesale Union Agreement between Retail Wholesale Union Local 580 and Mountain Equipment
Co-Operative for the period June 1, 2012 to May 31, 2017. The Borrower expects that the new collective
bargaining agreement between these parties will be ratified on or about August 3, 2017.

51049727.5
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SCHEDULE 5.20(b)

Credit Card Arrangements

Card Type Processor Address

51049727.5



Schedule 5.23

Material Contracts

m_ Date.of Contract | Parties to Contract Subject Matter of Contract

510497275
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Schedule 6.2
Financial and Collateral Reporting

N/A

51049727.5
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Schedule 7.1

Existing Liens

51049727.5
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Schedule 7.2

Existing Investments

51049727.5
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Schedule 7.3

Existing Indebtedness

51049727.5
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Schedule 7.9
Existing Transactions with Affiliates

Nil.

51049727.5



Schedule 10.2

Agent’s Office; Certain Addresses for Notices

Agent address:
Royal Bank of Canada
12th Floor, South Tower

Royal Bank Plaza, 200 Bay Street
Toronto, Ontario M5J 2W7

Attention: Manager. Agency Services Group
Facsimilc SN

Loan Parties address:

1077 Great Northemm Way
Vancouver, BC V5T 1E1

Attention: Sandy Treagus, Chief Financial Officer

Telephone:
Facsimile:

510497275
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EXHIBIT A

Form of Committed Loan Notice
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EXHIBIT B

Form of Revolving Note
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Signature Page to Revolving Note



EXHIBIT C

Form of Compliance Certificate

Signature Page to Compliance Certificate




Signature Page to Compliance Certificate
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Signature Page to Compliance Certificate
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Appendix I




Appendix II
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Appendix II
(FINANCIAL STATEMENTS)

[SEE ATTACHED]
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Appendix IV
(GAAP)

[See attached]

51041344.8



268

Appendix V
(BUSINESS PERFORMANCE REVIEW)

[See attached]
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Appendix VI
(CERTAIN EVENTS)

[SEE ATTACHED]
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Appendix VII(A)

(FUNDAMENTAL CHANGES)

[SEE ATTACHED)]
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APPENDIX VII(B)
(CORPORATE ORGANIZATIONAL CHART)

[See attached)
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EXHIBIT D
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ANNEX 1 TO ASSIGNMENT AND ASSUMPTION
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EXHIBIT F

FORM OF CREDIT CARD NOTIFICATION
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This Exhibit “G” referred to in the
Affidavit No. 1 of Philippe Arrata
Sworn before m 13/ /2020.

-
A Commissioner for Taking Affidavits

for British Columbia
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Execution version

AMENDING AGREEMENT
THIS AGREEMENT is made as of January 31, 2020
BETWEEN:
MOUNTAIN EQUIPMENT CO-OPERATIVE, a cooperative association

duly incorporated under the laws of the Province of British Columbia
(hereinafter referred to as the “Borrower”),

OF THE FIRST PART,
-and -
1314625 ONTARIO LIMITED, a corporation duly incorporated under the

laws of the Province of Ontario (hereinafter referred to as the
“Guarantor”),

OF THE SECOND PART,
-and -
EACH LENDER PARTY TO THE CREDIT AGREEMENT, as Lenders,
OF THE THIRD PART,
-and -

ROYAL BANK OF CANADA, a Canadian chartered bank, as agent of the
Lenders (hereinafter referred to as the “Agent”),

OF THE FOURTH PART.

WHEREAS the parties hereto have agreed to amend and supplement certain provisions of the
Credit Agreement as hereinafter set forth;

NOW THEREFORE THIS AGREEMENT WITNESSES that, in consideration of the covenants and
agreements herein contained and other good and valuable consideration, the receipt and sufficiency of
which are hereby conclusively acknowledged by each of the parties hereto, the parties hereto covenant
and agree as follows:

1. Interpretation

1.1 In this Agreement and the recitals hereto, unless something in the subject matter or context
is inconsistent therewith:

“Agreement” means this agreement, as amended, modified, supplemented or restated from time
to time.

“Credit Agreement” means the credit agreement made as of August 3, 2017 among the Borrower,
the Guarantor, the financial institutions party thereto as Lenders and the Agent.

1.2 Capitalized terms used herein without express definition shall have the same meanings herein
as are ascribed thereto in the Credit Agreement.

51178446.5
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1.3 The division of this Agreement into Sections and the insertion of headings are for convenience
of reference only and shall not affect the construction or interpretation of this Agreement. Unless the
context otherwise requires, references herein to “Sections” are to Sections of this Agreement. The
terms “this Agreement”, “hereof”, “hereunder” and similar expressions refer to this Agreement and not
to any particular Section or other portion hereof and include any agreements supplemental hereto.

14 This Agreement shall be governed by and construed in accordance with the laws of the
Province of British Columbia and the federal laws of Canada applicable therein.

2. Amendments, Supplements and Temporary Waivers.

21 The definition of BA Rate contained in Section 1.1 of the Credit Agreement is hereby deleted
in its entirety and replaced with the following:

“‘BA Rate” means, with respect to each Interest Period for a BA Rate Loan, the rate of interest per
annum equal to the average rate applicable to Canadian Dollar bankers' acceptances having an
identical or comparable term as the proposed BA Rate Loan displayed and identified as such on
the Refinitiv screen Canadian Dollar Offered Rate (CDOR) page (and if such page is not available,
any successor or similar service as may be selected by the Agent) as at approximately 10:15 a.m.
Toronto time on such day (or, if such day is not a Business Day, as of 10:15 a.m. Toronto time on
the immediately preceding Business Day) (as adjusted by the Agent after 10:15 a.m. Toronto time
to reflect any error in the posted average annual rate of discount); provided that if such rate does
not appear on such (CDOR) page (or the substituted page of any successor or similar service
selected by the Agent), at such time on such date, the rate for such date will be the annual discount
rate (calculated on the basis of a year of 365 days and rounded upward to the nearest whole
multiple of 1/100 of 1%) as of 10:15 a.m. Toronto time on such day at which a Canadian chartered
bank listed on Schedule | of the Bank Act (Canada) as selected by Agent is then offering to
purchase Canadian Dollar bankers' acceptances accepted by it having such specified term (or a
term as closely as possible comparable to such specified term), or if such day is not a Business
Day, on the immediately preceding Business Day; and further provided, that, if such rate is below
zero, then the "BA Rate” will be deemed to be zero for purposes of this Agreement. Each
determination of the BA Rate by the Agent shall be conclusive and binding, absent demonstrated
error.”.

22 With effect on the date upon which the conditions precedent set forth in Section 4 have been
satisfied or waived until and including August, 3, 2020, the existing definition of “Real Estate
Component” contained in Section 1.1 of the Credit Agreement is hereby deleted in its entirety and
replaced with the following:

of the fair market value
ppraisals less Reserves

““Real Estate Component” means an amount equal to the lesser of (a)
of the Borrower's Eligible Real Estate as set forth in the Real Estate
established by Agent in its Permitted Discretion, and (b)

For certainty, from and after August 4, 2020, the existing definition of “Real Estate Component”
contained in Section 1.1 of the Credit Agreement on the date hereof (that is, prior to giving effect to
the replacement of such definition contemplated above) will be reinstated in its entirety. -

23 Section 3.3 of the Credit Agreement is hereby deleted in its entirety and replaced with the
following:

“3.3 Inability to Determine Rates.
(a) If the Required Lenders determine that for any reason in connection with any request for a

LIBO Rate Loan or a conversion to or continuation thereof that (i) U.S. Dollar deposits are not being
offered to banks in the London interbank market for the applicable amount and Interest Period of

51178446.5
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such LIBO Rate Loan, (ii) adequate and reasonable means do not exist for determining the LIBO
Rate for any requested Interest Period with respect to a proposed LIBO Rate Loan, or (iii) the LIBO
Rate for any requested Interest Period with respect to a proposed LIBO Rate Loan does not
adequately and fairly reflect the cost to such Lenders of funding such Loan, Agent will promptly so
notify the Borrower and each Lender. Thereafter, the obligation of the Lenders to make or maintain
LIBO Rate Loans shall be suspended until Agent (upon the instruction of the Required Lenders)
revokes such notice. Upon receipt of such notice, the Borrower may revoke any pending request
for a Borrowing of, conversion to or continuation of LIBO Rate Loans or, failing that, will be deemed
to have converted such request into a request for a Committed Borrowing of Base Rate Loans in
the amount specified therein.

(b) Notwithstanding the foregoing, if the Agent (i) determines that the circumstances described
in clause (a) of this Section have arisen and such circumstances are unlikely to be temporary, (ii)
determines that the circumstances described in clause (a) of this Section have not arisen but the
supervisor for the administrator of the LIBO Rate or a Governmental Authority having jurisdiction
over the Agent has made a public statement identifying a specific date after which the LIBO Rate
shall no longer be used for determining interest rates for loans or (iii) new syndicated loans have
started to adopt a new benchmark interest rate, then the Agent and the Borrower shall endeavor to
establish an alternate rate of interest to the LIBO Rate that gives due consideration to the then
prevailing market convention for determining a rate of interest for U.S. Dollar denominated
syndicated loans in Canada at such time, and shall enter into an amendment to this Agreement to
reflect such alternate rate of interest and such other related changes to this Agreement as may be
applicable, provided that to the extent that the Agent determines that adoption of any portion of
such market convention is not administratively feasible or that no market convention for the
administration of such alternate rate of interest exists, the Agent shall administer such alternate
rate of interest in a manner determined by the Agent in consultation with the Borrower.
Notwithstanding anything to the contrary, such amendment shall become effective without any
further action or consent of any other party to this Agreement so long as the Agent shall not have
received, within five (5) Business Days of the date notice of such alternate rate of interest is
provided to the Lenders, a written notice from the Required Lenders stating that such Required
Lenders object to such amendment. If a notice of an alternate rate of interest has been given and
no such alternate rate of interest has been determined, and (x) the circumstances under clause (i)
or (iii) above exist or (y) the specific date referred to in clause (ii) has occurred (as applicable),
Base Rate shall apply without regard to clause (b) of the definition thereof. Provided that, if such
alternate rate of interest shall be less than zero, such rate shall be deemed to be zero for the
purposes of this Agreement.”.

2.4 The following provision is hereby added to the Credit Agreement as a new Section 3.4 (with
the succeeding Sections in Article 3 being renumbered accordingly):

“3.4 CDOR Discontinuation

(a) If the Agent determines (which determination shall be conclusive absent manifest error),
or the Borrower or the Required Lenders notify the Agent that the Borrower or Required Lenders
(as applicable) have determined that:

(i) adequate and reasonable means do not exist for ascertaining the Canadian Dollar
Offered Rate ("CDOR"), including because the Refinitiv screen Canadian Dollar Offered
Rate (CDOR) page is not available or published on a current basis for the applicable period
and such circumstances are unlikely to be temporary;

(ii) the administrator of CDOR or a Governmental Authority having jurisdiction has
made a public statement identifying a specific date after which CDOR will permanently or
indefinitely cease to be made available or permitted to be used for determining the interest
rate of loans;

51178446.5
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(iii) a Governmental Authority having jurisdiction over the Agent has made a public
statement identifying a specific date after which CDOR shall no longer be permitted to be
used for determining the interest rate of loans (each such specific date in clause (ii) above
and in this clause (iii) a “CDOR Scheduled Unavailability Date"); or

(iv) syndicated loans currently being executed, or that include language similar to that
contained in this Section 3.4, are being executed or amended (as applicable) to incorporate
or adopt a new benchmark interest rate to replace CDOR,

then reasonably promptly after such determination by the Agent or receipt by the Agent of such
notice, as applicable, the Agent and the Borrower may mutually agree upon a successor rate to
CDOR for the determination of the BA Rate hereunder, and the Agent and the Borrower may amend
this Agreement to replace CDOR for such purpose with an alternate benchmark rate (including any
mathematical or other adjustments to the benchmark (if any) incorporated therein), giving due
consideration to any evolving or then existing convention for similar Canadian Dollar denominated
syndicated credit facilities for such alternative benchmarks (any such proposed rate, a “CDOR
Successor Rate”), together with any proposed conforming changes and any such amendment
shall become effective at 5:00 p.m. (Toronto time) on the fifth Business Day after the Agent shall
have posted such proposed amendment to all Lenders and the Borrower unless, prior to such time,
Lenders comprising the Required Lenders have delivered to the Agent written notice that such
Required Lenders do not accept such amendment.

(b) If no CDOR Successor Rate has been determined and the circumstances under
clause 3.4(a)(i) above exist or a CDOR Scheduled Unavailability Date has occurred (as applicable),
the Agent will promptly so notify the Borrower and each Lender. Thereafter, the obligation of the
Lenders to make or maintain BA Rate Loans shall be suspended (to the extent of the affected BA
Rate Loans, or applicable Interest Periods). Upon receipt of such notice, the Borrower may revoke
any pending Committed Loan Notice for a Committed Borrowing of, conversion to or rollover of BA
Rate Loans, (to the extent of the affected BA Rate Loans, or applicable Interest Periods) or, failing
that, will be deemed to have converted such Committed Loan Notice into a Committed Loan Notice
for a Committed Borrowing of Prime Rate Loans in the amount specified therein.

(c) Notwithstanding anything else herein, any definition of the CDOR Successor Rate
(exclusive of any margin) shall provide that in no event shall such CDOR Successor Rate be less
than zero for the purposes of this Agreement. In addition, the BA Rate shall not be included or
referenced in the definition of Prime Rate and the definition of Prime Rate shall be deemed to be
amended accordingly effective from and after the CDOR Scheduled Unavailability Date.”.

2.5
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27 Notwithstanding the provisions of Section 6.2(b) of the Credit Agreement and of the defined
term “Accelerated Borrowing Base Delivery Event”, each of the Agent and Lenders hereby temporarily
waives the Borrower's compliance with the provisions of that Section and defined term until and
including February 29, 2020; provided that, in lieu of compliance with Section 6.2(b) of the Credit
Agreement and of the defined term “Accelerated Borrowing Base Delivery Event”, the Borrower
complies with the following:

(a) The Borrower shall deliver to Agent, in form and detail satisfactory to Agent, on the
fifteenth (15%) day after the end of each Fiscal Period (or, if such day is not a Business
Day, on the next succeeding Business Day), a Borrowing Base Certificate, in the form of
Exhibit E hereto, showing the Borrowing Base as of the close of business as of the last
day of the immediately preceding Fiscal Period, each Borrowing Base Certificate to be
certified as complete and correct by a Responsible Officer of the Borrower; provided that
at the election of the Required Lenders upon the occurrence and during the continuance
of an Accelerated Borrowing Base Delivery Event, such Borrowing Base Certificate shall
be delivered bi-weekly on Wednesday of every second week (or, if Wednesday is not a
Business Day, on the next succeeding Business Day), as of the close of business on the
immediately preceding Sunday, commencing on the second Wednesday of the Fiscal
Period following the Fiscal Period during which such Accelerated Borrowing Base
Delivery Event occurred.

(b) For purposes of Section (a) above, “Accelerated Borrowing Base Delivery Event”
means the failure of the Borrower at any time to maintain Avaitability for consecutive
Business Days at least equal e Loan Cap.

3. Representations and Warranties

3.1 Each Loan Party hereby represents and warrants as follows to each Lender and the Agent
and acknowledges that each Lender and the Agent is relying upon such representations and
warranties:

(a) Existence and Good Standing

Each Loan Party is validly existing and in good standing under the laws of the jurisdiction
governing its corporate existence; each Loan Party is duly registered in all other
jurisdictions where its ownership, lease or operation of its property or the conduct of its
business requires such registration, except for jurisdictions where the failure to be so
registered or qualified would not reasonably be expected to have a Material Adverse Effect,
and has all necessary power and authority to own its properties and carry on its business
as presently carried on or as contemplated by the Credit Agreement.

(b) Corporate Authority

Each Loan Party has full power, legal right and authority to enter into this Agreement and
do all such acts and things as are required by this Agreement (and the Credit Agreement,
as amended by this Agreement) to be done, observed or performed in accordance with the
terms hereof.

(c) Authorization; No Contravention.

The execution, delivery and performance by each Loan Party of this Agreement has been
duly authorized by all necessary corporate or other organizational action, and does not and
will not (a) contravene the terms of any of such Person's Organization Documents;
(b) conflict with or result in any breach, termination, or contravention of, or constitute a
default under, or require any payment to be made under (i) any Material Contract or any
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Material Indebtedness to which such Person is a party, or affecting such Person or the
properties of such Person or any of its Subsidiaries, in each case in any material respect,
or (ii) any order, injunction, writ or decree of any Governmental Authority or any arbitral
award to which such Person or its property is subject; or (c) violate any Law.

Governmental Authorization; Other Consents.

No approval, consent, exemption, authorization, or other action by, or notice to, or filing
with, any Governmental Authority or any other Person is necessary or required in
connection with the execution, delivery or performance by, or enforcement against, any
Loan Party of this Agreement, except for such as have been obtained or made and are in
full force and effect.

Binding Effect.

This Agreement has been duly executed and delivered by each Loan Party. This
Agreement, and the Credit Agreement, as amended hereby, constitutes a legal, valid and
binding obligation of such Loan Party, enforceable against each Loan Party that is party
thereto in accordance with its terms, subject to applicable bankruptcy, insolvency,
reorganization, moratorium or other laws affecting creditors’ rights generally and subject to
general principles of equity, regardless of whether considered in a proceeding in equity or
at law.

Non-Default

No Default or Event of Default has occurred which is continuing.

Except those representations and warranties that are expressly stated in the Credit

Agreement to be made as at the Closing Date, each of the representations and warranties contained
in Article V of the Credit Agreement are true and accurate as if made on the date hereof.

4, Conditions Precedent

4.1

The amendments and supplements to the Credit Agreement contained in Section 2 shall be

effective upon, and shall be subject to, the satisfaction of the following conditions precedent:

(a)

(b)

4.2

the Borrower shall pay to the Agent, for the account of the Lenders, an amendment fee
equal to Hwhich shall be due and payable immediately upon the execution and
delivery of this Agreement by the Borrower and the Agent (with the consent of the Lenders);
and

the Agent shall have received a current certificate of status in respect of each Loan Party
in respect of its jurisdiction of corporate existence and certified copies of any modifications
or amendments to such Loan Party’s constating documents and by-laws to the extent any
of the same are not reflected in the certified copies of such documents provided to the
Agent pursuant to the certificates of officer given by Sandy Treagus, as Chief Financial
Officer of the Borrower, and as Treasurer of the Guarantor, each dated as of August 3,
2017.

The foregoing conditions precedent are inserted for the sole benefit of the Lenders and may

be waived in writing by the Agent (with the consent of the Lenders), in whole or in part (with or without
terms and conditions).
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5. Confirmation of Credit Agreement and other Loan Documents

The Credit Agreement and the other Loan Documents to which each Loan Party is a party and all
covenants, terms and provisions thereof, except as expressly amended and supplemented by this
Agreement, shall be and continue to be in full force and effect and the Credit Agreement, as amended and
supplemented by this Agreement, and each of the other Loan Documents to which each Loan Party is a
party is hereby ratified and confirmed and shall, from and after the date hereof, continue in full force and
effect as herein amended and supplemented, with such amendments and supplements being effective from
and as of the date hereof (upon satisfaction of the condition precedent set forth in Section 4 hereof).

6. Further Assurances

Each Loan Party, the Lenders and the Agent shall promptly cure any defect relating to their
execution and delivery of this Agreement, the other Loan Documents or any of the agreements provided
for hereunder to which it is a party. The parties hereto shall from time to time do all such further acts and
things and execute and deliver all such documents as are required in order to effect the full intent of and
fully perform and carry out the terms of this Agreement.

7. Enurement

This Agreement shall enure to the benefit of and shall be binding upon the parties hereto and their
respective successors and permitted assigns in accordance with the Credit Agreement.

8. Counterparts

This Agreement may be executed in any number of counterparts, each of which shall be deemed
to be an original and all of which taken together shall be deemed to constitute one and the same instrument,
and it shall not be necessary in making proof of this Agreement to produce or account for more than one
such counterpart. Delivery of an executed counterpart of a signature page of this Agreement by facsimile
transmission or by sending a scanned copy by electronic mail shall be as effective as delivery of a manually
executed counterpart of this Agreement.

[The remainder of this page has been intentionally left blank; signature pages follow.]
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the date and
year first above written.

BORROWER:

MOUNTAIN EQUIPN’ENT}COTOPE_RATIVE

7]
By: v v\
Name: /(7] (e Aussrin
Title: 2
GUARANTOR:
1314625 ONTARIO LI!&‘IIT}FD
By: 7 gl
T
Name: Pl ﬂ”‘“ Legat-
Title: G

Signature page to Amending Agreement - MEC
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AGENT:

ROYAL BANK OF CANADA,
in its capacity as the Agent

By: W

Name: / Rodica Dutka

Title: Manager, Agency
By: A4

Name: 4

Title:

Signature page to Amending Agreement - MEC
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LENDERS:
ROYAL BANK OF CANADA,
as L/C Issuer, Swingline Lender and a Lender
~ = ¢
By~ e _cl,_ g': _.fé S —
e Loberr L2z el AT
77 HEAEY — v~ -~/
Title: 777 &Y~
By:
Name:
Title:

THE TORONTO-DOMINION BANK,

as a Lender
By:
Name:
Title:
By:
Name:
Title:

CANADIAN IMPERIAL BANK OF COMMERCE,
as a Lender

By:
Name:
Title:
By:
Name:
Title:

Signature page to Amending Agreement - MEC




LENDERS:

ROYAL BANK OF CANADA,
as L/C Issuer, Swingline Lender and a Lender

297

By:
Name:
Title:
By:
Name:
Title:

THE TORONTO-DOMINION BANK,
as a Lender

Ndme: FAMEBE p- Latelaw
Tile:  y/Z& Tp ALl

By: =

Name:

Lo / :
" Mark Gréy

He: Director TD Asset Finance

CANADIAN IMPERIAL BANK OF COMMERCE,
as a Lender

By:
Name:
Title:
By:
Name:“
Title:

Signature page to Amending Agreement - MEC
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LENDERS:

ROYAL BANK OF CANADA,
as L/C Issuer, Swingline Lender and a Lender

By:
Name:
Title:
By:
Name:
Title:

THE TORONTO-DOMINION BANK,

as a Lender
By:
Name:
Title:
By:
Name:
Title:

CANADIAN IMPERIAL BANK OF COMMERCE,
as a Lender

w i

Name: Matthew Van Gelder

Title: / A?'leivftbry
BY: é’éa/ ¢ it

Name:  ourtney $avage

Title: Authorized Signatory

Signature page to Amending Agreement - MEC
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Affidavit No. 1 of,Philippe Arrata Sworn

before me on 1 p/2020.

v / L
A Commissioner forN\laking Affidavits
for British Columbia
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SECOND AMENDMENT AND WAIVER AGREEMENT

THIS AGREEMENT is made asof June 18 2020
BETWEEN:

MOUNTAIN EQUIPMENT CO-OPERATIVE, a cooperative association duly incorporated
under the laws of the Province of British Columbia

(the “Borrower”)

AND:
1314625 ONTARIO LIMITED, a corporation duly incorporated under the laws of the
Province of Ontario
(the “Guarantor”)
AND:
EACH LENDER PARTY TO THE CREDIT AGREEMENT, as Lenders
AND:

ROYAL BANK OF CANADA, a Canadian chartered bank, as agent of the Lenders

(the “Agent”)

WHEREAS the parties hereto have agreed to amend, temporarily waive and supplement certain
provisions of the Credit Agreement as hereinafter set forth;

NOW THEREFORE THIS AGREEMENT WITNESSES that, in consideration of the covenants and
agreements herein contained and other good and valuable consideration, the receipt and sufficiency of
which are hereby conclusively acknowledged by each of the parties hereto, the parties hereto covenant
and agree as follows:

1.0 INTERPRETATION

1.1 In this Agreement and the recitals hereto, unless something in the subject matter or context is
inconsistent therewith:

‘Agreement” means this agreement, as amended, modified, supplemented or restated from time
to time.

“Credit Agreement” means the credit agreement made as of August 3, 2017 and amended
January 31, 2020, among the Borrower, the Guarantor, the financial institutions party thereto as
Lenders and the Agent.

NATDOCS\47032384\V-3
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1.2 Capitalized terms used herein without express definition shall have the same meanings herein as
are ascribed thereto in the Credit Agreement.

1.3 The division of this Agreement into Sections and the insertion of headings are for convenience of
reference only and shall not affect the construction or interpretation of this Agreement. Unless the context
otherwise requires, references herein to “Sections” are to Sections of this Agreement. The terms “this
Agreement”, “hereof”, “hereunder” and similar expressions refer to this Agreement and not to any particular
Section or other portion hereof and include any agreements supplemental hereto.

1.4 This Agreement shall be governed by and construed in accordance with the laws of the Province
of British Columbia and the federal laws of Canada applicable therein.

2.0 AMENDMENTS, SUPPLEMENTS AND TEMPORARY WAIVERS

21 Notwithstanding the provisions of Section 6.1(a) of the Credit Agreement, requiring the Loan Parties
to deliver to the Agent, within 120 days after the end of each of the Borrower's Fiscal Years, financial
statements of the Borrower and its Subsidiaries for each such Fiscal Year,

he “Financial Statement Waiver”), provided that in lieu of compliance with Section 6.1(a)
of the Credit Agreement for the Borrower’s Fiscal Year ending February 23, 2020, the Loan Parties deliver
to the Agent: (a) on or befor draft financial statements for such Fiscal Year, and (b) as
soon as available, but in any event on or beforjl| beino withi ays after the end of the
Borrower's Fiscal Year ending February 23, 2020, (i) financial statements of the Borrower and its
Subsidiaries for such Fiscal Year, audited by a Registered Public Accounting Firm of nationally recognized
standing reasonably acceptable to Agent and certified, without any qualifications, by such firm to have been
prepared in accordance with GAAP (such audited financial statements to include a Consolidated balance
sheet, statement of earnings (loss) and surplus (deficit) and statement of cash flows and, if prepared, such
accountants’ letter to management), and (ii) if applicable, unaudited consolidating work sheets used by the
Borrower to prepare such consolidated financial statements.

2.2

2.3 —
and shall not be construed as a continuing waiver of any other breach, default

or event of default that may exist under the Credit Agreement or other Loan Documents or a waiver of any
other or subsequent right or remedy of the Agent and/or Lenders.

3.0 REPRESENTATIONS AND WARRANTIES

3.1 Each Loan Party hereby represents and warrants as follows to each Lender and the Agent and
acknowledges that each Lender and the Agent is relying upon such representations and warranties:

(a) Existence and Good Standing: Each Loan Party is validly existing and in good standing
under the laws of the jurisdiction governing its corporate existence; each Loan Party is duly
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registered in all other jurisdictions where its ownership, lease or operation of its property
or the conduct of its business requires such registration, except for jurisdictions where the
failure to be so registered or qualified would not reasonably be expected to have a Material
Adverse Effect, and has all necessary power and authority to own its properties and carry
on its business as presently carried on or as contemplated by the Credit Agreement.

(b) Corporate Authority: Each Loan Party has full power, legal right and authority to enter into
this Agreement and do all such acts and things as are required by this Agreement (and the
Credit Agreement, as amended by this Agreement) to be done, observed or performed in
accordance with the terms hereof.

(c) Authorization; No Contravention: The execution, delivery and performance by each Loan
Party of this Agreement has been duly authorized by all necessary corporate or other
organizational action, and does not and will not (a) contravene the terms of any of such
Person’s Organization Documents; (b) conflict with or result in any breach, termination, or
contravention of, or constitute a default under, or require any payment to be made under
(i) any Material Contract or any Material Indebtedness to which such Person is a party, or
affecting such Person or the properties of such Person or any of its Subsidiaries, in each
case in any material respect, or (ii) any order, injunction, writ or decree of any
Governmental Authority or any arbitral award to which such Person or its property is
subject; or (¢) violate any Law.

(d) Governmental Authorization; Other Consents: No approval, consent, exemption,
authorization, or other action by, or notice to, or filing with, any Governmental Authority or
any other Person is necessary or required in connection with the execution, delivery or
performance by, or enforcement against, any Loan Party of this Agreement, except for
such as have been obtained or made and are in full force and effect.

(e) Binding Effect: This Agreement has be