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AMENDED AND RESTATED
LOAN AGREEMENT

This Agreement is made as of July 31, 1996 and amended and restated as of Decenbser 11,2001,
between

CONGRESS FINANCIAL CORPORATION (CANADA),
an Ontario corporation
(“Lender’)

aid

BRAKE PRO, LTD,, an Ontario corporation
(“Borrower”)

RECITALS

A Borrower and Lender are party to a loan sgreement dated as of July 11, 1996 as amendes
by six amending agreements dated 2s of May 20, 1997, March 26, 1995, August 10, 20006,

Tuly 30, 2001, August 31, 2001 and October 15, 2001 (as amended, the “Qriginal Loan
Agresment”).

B. Bomower and Lender have agreed to make additional amendments to the Criginal Loen
Agreement to be given effect to by entering into this Agreement.

FOR VALUE RECEIVED, the parties agree a3 fallows:

SECTION 1 - INTERPRETATION
1.1 Definitions
In this Agreement:

Al terms used herein which are defined in the PPSA shall have the meanings given
therein urless otherwise defined in this Agresment. Al references to the plural herein shall also
mean the singular and to the singular shall also mean the phural. All references to Borrower and
Lender pursuant to the definitions set forth in the recitals hereto, or to a0y other person herein,
<hall inciude their respective SUCCEssOrs and assigns. The words “hereof”, “herein”, “hereunder”,
“$nis Agreement” and words of similar import when used in this Agreement shall refer to this
Agreement as a whole and not any particulargrovision of this Agreement and as this Agreement
now exists or may hereafier be amended, modified, supplemented, extended, renewed, restated
or replaced. References herein to any statute or any provision thereof inciude such siatute of
provision as amended, revised, re-epacted. and/or consolidated from time to tme and any

suceessor statute thereto. An Event of Default shell exist or continue or be continuing until such

LA CORPSIBNG TS CONGRESSBRAKE (1 AMENDED AFDSBSTAIED -
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Event of Defanit is cured to Lender’s satisfaction, as acknowledged by Lender in writing or
waived in accordance with Section 11.3. Any accounting term used herein unless otherwise
defined in this Agreement shall have the meanings customarily given to such term in accordance
with GAAP. Canadian Dollars and the sign “$" mean lawfil money of Canada. *“US Dellars”
and the sign “US$” mean lawful money of the United States of America. For purposes of s
Agreement, the following terms shall have the respective meanings given fo them below:

(1)  Accounts shall mean all present and future rights of Borrower to payment for goods sold
or leased or for services rendered, which are not evidenced by instruments or chattel paper, and

whether or not 2arned by performance.

(2)  Availability Reserves shall mean, as of any date of determination, the Canadian Dollar
Amount of such amounts as Lender may from time to tire establish and revise in: good faith
reducing the amount of Revolving Loans which would otherwise be available to Bormower under
the lending formula(s) provided for herein: (a} to reflect events, conditions, contingencies or
risks which, as determined by Lender in good faith, do or may affect either (i) the Collateral or
any other praperty which is security for the Obligations or its vake, {ii) the assets, business or
prospects of Borrower or (fii) the security interests and other rights of Lender in the Collateral
{including the enforceability, perfection and priority thereoi) or (b} to reflect Lender’s good fith
belief that any collateral report or financial information furnished by or on behalf of Borrower to
Lender is or may have been incomplets, inaccurate or misleading in any material respect or {c)to
reflect Lender’s good faith estimate of the amouxt of any Priority Payahles Reserve, or (d)yin
respect of any state of facts which Lender determines in good faith constitutes an Event of
Defanlt or may, with notice or passage of time or both, constitute an Event of Defaalt.

(3)  BIA means the Bankruptcy and Insotvency Act (Canada).
(8)  Blocked Accounts shall have the meaning sst forth in Section 6.3 hereof.

(5)  Business Day means any day, other thaa a Saturday, Sunday or public holiday, on which
banks are open for business in Toronto, Ontario and Chicago, Tilinois.

(6)  Canadian Dollar Amonnt means, in respect of any amoust, the sum of:
{a)  suchportion, if any, of such amount denominated in Canadian Dollars; and

(6)  to the extent that a portion of such amount is denominated in US Dollars, the
amount in Canadian Dollers caleulated by Lender using the Currency Exchange
Convention in effect on the Business Day of determination.

(7)  Cesh Equivalents shall mean (i) short-term direct obligations of the Canadian
Government, {ii) negotizble certificates of deposit issued by any bank satisfactory to Lender,
payable to the order of the Borrower or to bearer and delivered to Lender, and (iii) commercial
paper tated at least A-1 or the equivalent thereof by Standard & Poor’s Corporation or at least
P-1 or the equivalent thereof by Moody’s Investors Service, Inc. and in each case mahuring
within twelve months after the date of acquisition, (iv) repurchase obligations with a term of not
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more than thirty (30) days for imderlying securities of the types described in clauses (3), (i) and
(iii) entered into with any bank that is an affiliate of Lender, or by any other domestic
commmercial bank or the domestic branch of any foreign commercial bank, of recognized standing
and having capital and surplus in excess of US$250,000,000, or with a. securities dealer
reasonably acceptable to the Lender, and (v) investments in money market mutusl funds which
invest primarily in investments of the types described in clauses (), (1), (i) and (iv) above.

(8)  CCAA means the Companies ' Creditors Arrangement Aet (Canada).

{(9)  CDOR Rate shall mean, on any day, the annual rate of interest which is ihe rate based on
an average 30 day rate applicable to Canadian Dollar bankers’ accepiances appearing on the
“RQeuters Screen CDOR Page” (as defined in the International Swap Dealer Association, Inc,
definitions, as modified and amended from time to time) as of 10:00 am. on such day; provided
that if such rate does not appear on the Reuters Screen CDOR Page as contemplated, then the
CDOR Rate on any day shall be the 30 day rate applicable in Capadizn Doller bankers’
acceptances quoted by any major Schedule I chartered bank selected by Lender as of 10:00 a.m.

ok such day.

(10}  Collateral shall mean, collectively, Collateral as such term is defined in the Genaral
Security Agresment, Collateral as such tevm is defined in the Intellectual Property Security
Agreement, Rights as such term is defined in the General Assignment of Accounts Receivable,
and hypothecated claims as such term is defined in the Hypothec.

{11}  Currency Exchange Convention shall mean a procedure used by Lender to value in
Canadian Dollars the obligations or assefs of Bomower or its affiliates that are originally
mensured fn US Dollars by using the spot price for US Dollars provided to Lender by Bank of
Montreal for the preceding business day. In the event Bank of Montreal no longer provides
appropriate spot prices for US Dollars to Lender, Lender shall in good faith obtain 2 US Dollar
spot price when needed from a similar bank using similar valuation procedures.

(12)  Debt Restracturing Closing Agreement shell mean that certain Debt Restructunng
Closing Agreement among Borrower, Tenneco Canada and others, dated as of

December 11, 2001, pursuant to which certain notes made by Borzower and its affiliates in
favour of Tenneco Canada and its affiliates were amended and certain accrued interest on such
notes was rescheduled such that the obligations of Borrower to Tenneco Canada are reflected by

the Tenneco Notes.

(13) Edigible Accounts shall mean Accounts created by Bomower which are and continus to
be acceptable to Lender based on the criteria set fosth below. In general, Accounts shall be
Eligible Accounts if:

(a)  such Accounts arise from the actual and bona fide sale and delivery of goods by
Borrower or rendition of services by Borrower in the ordinary course of its
business which transactions are completed in accordance with the terms and
provisions contained in any documents related thereto;

LACORMSIMCLIENTRCONGRESSBRARE (3)
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such Accounts are not unpaid more than sixty (60) days after the original due date
for them or more than one hundred twenty (120) days after the date of the original

invoice for them;

such Accounts comply with the terms and conditions contained in Section 7.2(3)
of this Agreement;

such Accounts do not arise from sales on consignment, guaranteed sale, sale and
refurn, sale on approval, or other terms uuder which payment by the account
debtor may be conditional or contingent;

the chief executive office of the account debtor with respect to such Accounts is
located in Canada or the United States of America, or, the Account is payable in
Canadian Dollars or US Dollars and, at Lender’s option, if either: (i} the account
debtor has delivered to Borrower an irrevocable letter of credit wsued or
confirmed by a bank satisfactory fo Lender, sufficient to cover such Account, in
form and substance satisfactory to Lender and, if required by Lender, the original
of such letter of credit has been delivered to Lender or Lender’s agent and the
issuer thereof notified of the assignment of the proceeds of such letter of credit to
Lender, or (ii) such Account is subject to credit insurance payable to Lender
issued by an insurer and on terms and in an amount acceptable to Lender, or (ii1)
such Account is otherwise accepiable in all respects to Lender (subject to such
lending formula with respect thereto as Lender may determine};

such Accounts do pot consist of progress billings, bill and hold inveices or
retainage invoices, except as to bill and hold inveices, if Lender shali have
received an agreement in writing from the account debtor, in form and substance
satisfectory to Lender, confirming the unconditional obligation of the account
debtor to take the goods related thereto aud pay such invoice;

the account debtor with respect to such Accounts has not asseried 2 counterclaim,
defense or dispute and does not have, and docs not engage in transactions which
may give rise to, any right of setoff against such Accounts;

there are no facts, events or occurrences which would impair the validity,
enforceability or collectability of such Aceounts or reduce the amount payable or
delay payment thereunder;

such Accounts are subject to the first priority, valid and perfected security interest
of Lender and any goods giving rise thereie are not, and were not at the time of
the sale thereof, subject to any liens except those permitted in this Agreement;

neither the account debtor nor any officer or employee of the accouat debtor with
tespect to such Accounts is an officer, employes or agent of or affiliated with
Borrower directly or indirectly by virtue of family membership, ownership,
control, management or otherwise;
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(k) the account debtors with respect to such Accoumts aro pot apy foreign
govermment, the federal government of Canada, a0y Province, political
subdivision, department, agency of instrumentality thereof unless, upon Lender’s
request, the Federal Administration dct (Canada) or any similar provincial or
local law, if spplicable, has been compiied with in & manner satisfactory o
Lender;

i) there are no proceedings or actions which are threatened or pending against the
account debtors with respect to such Accoumts which might result in any material
adverse change in any such account debtor’s financial condition;

(m) such Accounts are not owed by an account debtor who has Accounts unpmid mwore
than sixty (60) days after the original due date for them of more thap one bundred
twenty (120) days after the date of the original invoice for them which constitute
more than fifty (50%) percent of the 1ota] Accounts of such accommt debtor;

(n)  such Accounts ¢ owed by account debtors whase total indebiednsss to Borower
does not excesd the credit limit with respect to such account debtors as
determined by Lender from time to time (but the portion of the Accounts not in
excess of such credit imit may stifl be deemed Eligible Accounts); and

(0)  such Accounts are owed by account debtors deemed creditworthy at all times by
1.ender, as specified by oral or written notice by Lender to Bomower and having
bezn determined by Lender.

General criteria for Eligible Accounts may be established and revised from time to time by
Lender in pood faith, Any Accounis which are not Eligible Accounts shall nevertheless be pert

of the Collateral.

(14)  Eligible Inventory shall mean Inventory consisting of finished goods held for resale i
the ordinary course of the business of Borrower and raw materials for such finished goods which
are acceptable to Lender based on the criteria set forth below. In general, Eligible Inventory
shall pot include (2) work-in-process; (b) components which are pot part of finished goods; {c)
spate parts for equipment; (d) packaging and shipping materials; (¢) supplies used or consumed
in Barrower's business; {f) Inventory at premises other than those owned and controlied by
Borrower, except if Lender shall have received an agreement in writing from the person in
possession of such Inventary andfor the owner or operator of such premises in form and
substance satisfactory to Lender acknowledging Lender’s first priority security interest in the
Invemtory, waiving security interests and claims by such person against ihe Inventory and
permitting Lender access 1o, and the right to remain on, the premises so as 10 gxercise Lender’s
rights and remedies and otherwise deal with the Collateral; (g) Inventory subject to a security
interest or lien in favour of any person other than Lender except those permitted in this
Agreement; (1) biil and hold goods; (i) unserviceable, obsalete or stow moving Inventory; ()
Inventory which is not subject o the first priotity, valid and perfected security interest of Lender;
(k) returned, damaged and/or defective Inventory; and (1) Inventory purchased or sold on
consignment. General criteria for Bligible Inventory may be established and revised from time

1%
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to time by Lender in good faith. Any Inventory which is not Eligible Inventory shall
nevertheless be part of the Collateral.

(15) Environmental Laws shall mean with respect to any Person alf federal (United States of
America and Canads), state, provincial, district, local, municipal and foreign laws, statutes, rules,
regulations, ordinances, orders, directives, perrits, licenses and consent decrees relating to
health, safety, hazardous, dangerous or toxic substances, waste or maierial, pollution and
environmental matters, as now or at any time hereafter in effect, applicable to such Person and/or
its business and facilities (whether ot not owned by it), including laws relating to emissions,
discharges, releases or threatened releases of poliutants, contaminaton, chemicals, or bazardous,
toxic or dangerous substances, materials or wastes into the environment (including, without
limjtation, ambient air, surface water, ground water, land surface or subsurface strafa) or
otherwise relating to the generation, manufacture, processing, distribution, use, treatment,
storage, disposal, transport or handling of pollutants, contaminants, chemicals, or hazardous,
toxic or dangerous substances, materials or wastes.

{(16) Equipment shall mean alf of Borrower’s now owned and hereafter acquired squipment,
machinery, computers and computer hardware and software {(whether owned or licensed),
vehicles, tools, fiumiture, fixtures, all attachments, accessions and property now or hereafier
affixed thereto or used in connection therewith, and substitutions and replacements thereof,
wharever located.

(17}  Event of Default shall mean the occurrence or exisience of any event or condition
described in Section 10.1 hereof.

(18) Excess Availability of Borrawer shall mean the Canadian Dollar Amount, as dstermined
by Lender, calculated at any time, equal to (a) the lesser of (7} the amount of the Revolving
Loans available to Borrower hereunder as of such time based on the appliceble lending formulas
multiplied by the Net Amount of Eligible Accounts and the value of Eligibie Inventory of
Borrower, as determined by Lender, and subject to the sublimits and Availability Reserves from
time fo time established by the Lender, or (if) the Maximum Credit, minus (b) the sum of {3} the
amount of all then outstanding and unpaid Obligations of Barrower under this Agreement, plus
(ii) the aggregate amount of all then outstanding and unpaid trade payables of Borrower which
are more than thirty (30) days past due as of such time.

(19}  Fipancing Agreements shall mean, collectively, this Agreement, the Term Nots, the
General Security Agreement, the Intellectual Property Securify Agresment, the General
Assignment of Accounts Receivable, the Hypothec and the Pledge Agreement and all other
noies, guarantees, security agresments and other agreements, documents and msiTurnents now or
at any time hereafter executed and/or delivered by Borrower or any Permitied Subsidiary m
comection with this Agreement, as the same pow exist or may hereafter be amended, modified,
supplemented, extended, renswed, restated or replaced.

(20) GAAP shall mean generally accepted accounting principles in Canada as in effect fom
fime to time as set forth in the opinions and pronouncements of the relevant Canadian public and

LACORPSIOCLIENTSCONGRESSBRARE ) AMENDED AND RESTATED. -
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privats eccounting boards and institutes which are applicable to the circumstances as of the date
of determination consistenly applied. :

(21) General Assignment of Accounts Receivable shall mean the general assignment of
accounts receivable dated July 31, 1996 given by Bommower in favour of Lender in respect of the

Obligations.

(22) General Security Agreement shall mean that certain General Security Agreement dated
July 31, 1996 given by Borrower in favour of Lender with respect to &l personal property owned
by Botrower.

(23)  Hazardous Meterials shall mean any hazardous, toxic or dangerous substances, materials
and wastes, including, without limitation, hydrocarbons (including naturally occimring or man-
made petrolewn and bydrocarbons), flammable explosives, asbestos, urea formaidehyde
insulation, radioactive materials, biological substances, palychlorinated biphenyls, pesticides,
herbicides and any other kind and/or iype of pollutants or contaminanis (including, without
limitation, materials which include hazardous constituents), sewage, sludge, industrial slag,
solvents and/or any other similar substances, materials, or wastes and incivding any other
substances, materials or wastes that are or become regulated under any Environmental Law
(including, without limitation any that are or becorme classified as hazardous or texic nnder any
Environmental Law).

(z4)  Hypethec shall mean that certain Hypathec on a Universality of Claims dated July 31,
1996 given by the Borrower in favour of Lender in respect of Obligations.

(25) Iacentive Note shall mean that gertain note, dated on or zhout the Restatement Date, in
the original principal amount of US$2,000,000 made payable by Borrower to Tenneco Canada.

(26) Information Certificate shall mean the Information Certificate of Borrower constituting
Txhibit A hereto containing material information with respect to Borrower, its business and
assets provided by or ou behalf of Borrower to Lender in connection with the preparation of this
Agreement and the other Financing Agreements and the financing arrangements provided for
herein

(27y  Intellectnal Property Security Agreement shall mean that certain Intellectual Property
Security Agreement dated July 31, 1996 by Borrower in favour of Lender with respect to all
trademarks and service marks owned by Borrower.

(28)  Interese Rate shall mean, as {0 Prime Rate Loans, & rate of cne (1.00%) percent per
snrum in excess of the Prime Rate and, as fo the US Base Rate Loans, a rate of one (1.00%)
percent per annum in excess of the US Base Rate; provided, that, the Interest Rate shall mean the
rate of three and three-quarters (3.75%) percent per anmu in excess of (i) the Primoe Rate as &0
Prime Rate Loans znd (ii) the US Base Rate as to US Base Rate Loans, as applicable, at Lender’s
option, (2) without notice, for the period on and after the date of termination or non-renewal
hereof, or if the Revolving Loans are at any time outstanding in excess of the amounts available
10 Borrower under Section 2 (whether or not such excess(es), arise or are made with or without

1 ACORPSIMCLIENTSCONGRESSIBRAKE 7) AMENDED AND RESTATED
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Lender’s knowledge or consent and whether made before or after an Event of Default) and (b}
upon and afier notice to Berrower, for the period on and afier the date of the cccutrence of any
Event of Default, and for so long as such Event of Default is continuing and is not waived by

1 ender (whiclh waiver for purposes of this Section need not be in writing) and mtil such Hme a3
all Obligations are indefeastbly paid in full (notwithstanding entry of any judgment against
Bommower).

{29) Inventory shall mean all of Bomower’s BOW owned and hereafier existing of acquired
raw materials, work in process, finished goods and all other javentory of whatsoever kind or

nature, wherever located.
(30) Loans shall mean the Revolving Loans and the Term Loan.

(31) Marerial Adverse Effect shall mezn the effect of any eveat or condition which, alone or
when taken together with other events o conditions occurring or exising concurrently therewith,
{z) has a material adverse effect upon the business, operations, properties ot condition ({inzncial
or otherwise) of Borrower; (b) has any material adverse effect whatsoever upon the validity of
enforcesbility of the Agreement of any of the other Financing Agreements; {c) has or may be
reasonzbly expected to have any material adverse effect upon the value of the whole or any
material part of the Collateral, the Hens or security interests of 1 ender with respect to the
Collateral or any matetial part thereof or the priority of such Liens; {d) matexially fmpairs the
ahility of Borrower to perform its obligations under this Agreement or any of the ciher Finscing
Agreements, including repayment of the Obligations when due; or (g) matorially impairs the
ability of Lender to enforee of collect the Obligations or realize upon any of the Collateral 1o
accordance with the Financing Agreements and spplicable law.

(32) HMaximum Credit shall mean the amount of $11,000,600.

(33) Net Amouni of Eligible Accounts shall mean the gross US Dollar Amount of Eligible
Accounts less (a) sales, excise or similar taxes included in the amount thereof and (b} retums,
discounts, claims, credits and allowances of any nature at any time issued, owing, granted,
outstanding, availeble or claimed with respect fo such Fligible Accounts; provided that the
amounts deducted under clause (2) shall not duplicate items for which Availability Reserves
have been established by Lender.

(34) Obligations shall mean any and all Revolving Loans and 2l other obligations, Hahilities
and indebtedness of every kind, natwe and description owing by Borrower to Lender and/or its
affiliates, including principal, interest, charges, fees, costs and expenses, however evidenced,
whether as principal, surety, endorser, guarantor or otherwise, whether arising under this
Agreement or otherwise, whether now existing or hereafter arising, whether arising before,
during or after the initial or any rencwal ierm of this Agreement or after the commenceraent of
any proceeding with respect 1o Borrower under the BIA, the CCAA, or any sirpilar stetute in any
jurisdiction { including, without limitation, the payment of interest and other amounts which
woald accrue and become due but for the commencement of such proceeding), whether direct or
indirect, absolute or contingeni, joint or several, due or not due, primary or secondary, fiquidated
ar untiquidated, secured of msecured, and however acquired by Lender, To the extent that asy

HCORFGMCUMS‘CONGKESSKBRM(E {8)
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Obligations are denominated in Canadian Dollars, Lender shall o the extent required by this
Agreement calculate the amount of Obligations in US Dollars using the Currency Exchange

Conventios in effect on the Business Day of determination.

¢ Accont shall have the meaning set farth in Section 6.3 hereof

ered in accordance with the fncome
into which Bommower makes

(35) FPaymen

(36) Pension Flany means each of the pension plans regist
Tax Act (Canada) which Borrower sponsors of administers or
contributions.

(37)  Permitted Sudsidiary shall have the meaning set forth in Section 9.18 hereof.

(38) Persor or person shall mean any individual, sole proprigtorship, partnership, corporation,
business trust, unincorporated association, joint stock corporation, trust, joint venture or other
gntity or any govermment or any 2zency o instrumentality or political subdivision thereof.

¢ agreement on or about the Resiaternent Date

(39) Pledge Agreement Mcans that certain pledg
Financial Corporation

sxecuied by BPS Holding Corporation, as pledgor, in favour of Congress
{Canada) and as acknowledged and agreed to by Brake Pro, Ltd.

(40} PPSA shall mean the Personal Property Security Act {Ontaric).

(41} FPrime Rate ghall mean, at any trme, the greater of (i) the rate from time to time publicly
anmnopmeed by Bank of Montreal as its prime rate in effect for determining interest rates on
Canadian Dollar denominated commercial loas in Canada, and (i) the annual rate of interest

equal to the sum of (A) the CDOR Rate at such time and (B} one (1%) pescent pEr anowm.

(42)  Prigrity Payables Reserve shall mean, af any time, the full amount of the Habilities at
ouch time which have a trust fmposed to provide for payment or security interest, lien or charge
ranking of capable of ranking senior to or pari passu with security interests, liens or charges
securing the Obligations on any of the Collateral under federal, provincial, state, county,
municipal, or local law including, but not limited, fo claims for unremitted and accelerated rents,
taxes, wages, workers’ compensation obligations, government roysliies of pension fumd
cbligations, together with the aggregate value, determined in accordance with GAAP, of all
Eligible Inventory which Lender, acting reasonably, considers muay be or may become subject to
a right of a supplier to recover possession thereof under any federal or provincial law, where
such supplier’s right may have priority over the security interests, liens or charges securing the

Obligations including, without limitation, Bligible Inventory subject o a right of a supplier to
repossess goods pursuant to Section 81.1 of the BIA.

{43) Records shall meant a1l of Bomower’s present and future books of account of every kind
or pature, purchase and sale agresments, invoices, ledger cards, bills of lading and other shipping

evidence, statements, correspondence, memoranda, credit files and other data relating to the
Colizteral or any account debtor, together with the tapes, disks, diskettes and other data and
software storage media and devices, file cabinets or cantainers in or on which the foregoing are

AMENDEL ANIY RESTATED
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stored (including any Tights of Borrower with respect t0 the foregoing maintained with or by aoy
other person).

(44) Restatement Date means the date of this Agreement pursuant i which the Originas} Loan
Agreement is amended and restated.

(45) Revolving Loans shall mean the loans denominated in Cansdian Dollars now or hereafier
made by Lender to or for the benefit of Borrower oR 2 revolving basis {involving advances,
repayments 2ad readvances) as set forth i Section 2.1 hereof.

(46) Subordination Agreetment shall rnean that certain Subordination Agreement dated on or
ahout the Restatement Date, executed by Tenneco Canada in favour of Lender pursuant t0 whick
Tenrneco Canada subordinated its Hens and security interests in the assels of Borrower, stock of
Borrower and any assets of any Permitted Subsidiary to liens and security interests in such assets
granted to Lender under the Financing Agreements and sybordinated all indebteduess of
Borrower owing to Tennect Canada to the Obligations hereunder.

(47) Tenneca Canada shall mean Tenneco Canada, Inc., an Ontario corporation.
{48) Tenmeca Notes shall mean the Tranche A Note and the Incentive Note

(49) Term Loar ¢hall mean the term loan denominated in Canadian Dollars made by Lender
‘to Borrower as provided for in Section 2.4.

(50) Term Note has the meaning given to itin Section 2.4.

(51) Tranche A Note shall mean that certain note, dated on or about the Restatement Date, in
the original principat amount of US$5,000,000 made payable by Borrower to Tennesn Canada.

{52y US Base Eale shall mean the rate from time (o time publicly announced by Bank of
Montreal or its SUCCESSOLS, at its offce in Toronto, Ontario, as its base rate in effect from time o
time for determining interest rates o0 US Doller denominated commercial joans in Canada,
whether or not such announeed rate is the hest rate available at such bank.

(53) US Base Rate Loans shall mean any Revolving Loans o portion thereof which are
denominated in US Dollars and on which interest is payable based on the US Bass Rate in

sccordance with the terms hereof.

(54) Value shall mean, a3 determined by Lender in good faith, with respest to Inventory, the

lower of (7) cost computed on 2 first-in-first-out basis in accordance with GAAP or (b} mazket

vaiue,

(55) Working Capital shall mean as to any Person, ai any time, in accordance with GAAP, on
2 consolidated basis for such Person and its subsidiaries (if any), the amount equal to the

ate net book value of all current asseis of such Person and iis

difference between: (3) the 3ggreg
subsidiaries {as determined in accordance with GAAP), calculating the book value of inventory

u\coam.wu&-rsmcmssm (10) ANEMDED AND BESTATHD .
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for this purpose on & first-in-first-out basis, and (0) all current liabilities of such Person and its
subsidiaries (as determined in accardance with GAAT).

SECTION 2 - CREDIT FACILITIES

21  Revoiving Loans

(1) ~ Subjectin, and upon the termms and conditions contained herein, Lender agress to make
Revolving i.oans to Borrower by way of Prime Rate Loans and US Base Rate Loans from tizne
16 time in amounts requested by Borrower, provided the aggregate amount of Prime Rate Loans
and the Canadian Dotlar Amount of US Base Rate Loans shall not exceed:

(a) eighty-five percent (85%) of the Net Amount of Eligible Accounts,

plus
()  thelesserof (A) 34,000,000 and (B) the sum of fifty (50%) percent of the Value
of Eligible Inventory consisting of finished goods of the Borrower plus 8ity
(50%) percent of the value of Bligible Inventory cansisting of Taw materials for
such finished goods,
less
(c) agy Availability Reserves, and, if within the six (6y month period afier the

Restatement Date, an additional reserve of $350,000.

{2}  Lendermay, in its discretion, from time to time, upon not less than five (5) days prior

sotice to Borrower, (i) reduce the lending formula with respect to Eligible Accounts to the exjent
that Lender determines in good faith that: (A) the dilution with respect to the Accounts for any
period (based on the ratio of (1) the aggregate amount of reductions in Accounts other than as 2

result of payments in cash to (2) the aggregnie amount of total sales) has increased In auy
material respect or may be reasonsbly anticipated to increase in any material respect ahove
historical levels, or (B) the general creditworthiness of account debtors has declined or (i)
reduce the lending formula(s) with respect to Eligible Inventory to the extent that Lender

determines that: (A) the number of days of the furnover of the Inventory for any period has
changed in amy material respect o (B) the lignidation value of the Eligible Inventory, of 82
category thereof, has decreased, or (C) the nature and gquality of the Inventory has deteriorated.
hether to reduce the leading formula(s), Lender may consider events,

In deterrpining W
conditions, contingencies or risks which are also considered in determining Eligible Accounts,

Sligible Inventory or in establishing Availability Reserves.

{3) Exceptin [ ender's discretion, the aggregate Canadian Dollar Amount of the Loans
outstanding at any time shall not exceed the Maximum Credit. In the event that (z) the aggregate
Canadien Dollar Amount of the outstanding Loans exceeds the Maximum Credit or (b) the

amount of fhe outstanding Revolving Laans exceeds the amounts asvailable under the lepding

formulas, such event shall not Timit, waive or otherwise affect any rights of Lender in that

OO RAKE {1 1} AAENDED AND RESTATHN
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circumstance or on any fiture occasions and Borrower shall, upon demand by Lender, which
may be made af any time or from time fo time, immediately repay to Lender the entire amoumt of
any such execess(es) for which payment is demanded.

2.2  iIztentionally Deleted

2.3 Avaiiability Reserves

All Revolving Loans otherwise available to Barrower pursuant to the lending formulas
and subject to the Maximum Credit and other applicable limits hereunder shall be subject to
Lender's continuing right to establish and revise Availability Reserves.

24  Terin Loan

Lender has made a Term Loan to Borrower in the original principal amount of
$3,500,000. The Term Loan is (a) evidenced by an amended and restated term promissory note
{the *Term Note™) in such original principal amount duly executed and delivered by Bomrower
10 Lender concurrently herewith; (b) to be repaid, together with interest and other amounts, n
accordance with this Agreement, the Term Note, and the other Financing Agreements; and (¢)
secured hy all of the Collateral,

SECTION 3 - INTEREST AND FEES

3.3 Interest

{1)  Bomower shall pay to Leuder interest at the applicable Interest Rate on the cutstanding
principal amount of (i) the non-contingent Obligations denominated in Canadian Dollars in
Canadian Dollars; and (ii) the non-contingent Obligations denominated in US Dollars in

US Dollars. All interest accruing hereunder on aad after the occurrence of any of the events
referred to in clauses (i) or (if) of the definition of “Interest Rafe” shall be payable on demand.

(2) Al interest shall be payable by Borrower to Lender monthly in arreers not later than the
first day of each calendar month and shall be calculated on the basis of a three humndred sixty-five
(365) day year and actual days elapsed. The Interest Rate shall increase or decrease by an
amount equal to each increase or decrease in the Prime Rate or US Base Rate, as applicable,
effective on the first day of the month after any change in such Prime Rate or US Base Rate a3
applicable is announced based on the Prime Rate or US Base Rate, 2s applicable in effect on the
last day of the month in which any such change occuzs. In no event shall charges constituling
interest payahle by Borrower ta Lender exceed the maximum amount ot the rate permitied under
gny applicable law or regulation, and if any part or provision of this Agreement is in
contravention of any such law or regulation, such part or provision shall be deemed amended to
conform thereto,

(3)  For purposes of disclasure under the Inferesi Act (Canada), where interest is calculated
pursuant hereto at a rate based upon a 365 day year (the “First Rate™), it is hereby agreed that the

LACORPSIMCTIENTSWONGRESSWRARE (l 2} AMENDED AND RESTATER
PRODOCSILOAN AGR X.DOC 4 LOAN AGRESMENT
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rate or percentage of mterestona yearly basis is equivaient 10 such First Rate multiplied by the

actua! number of days in the year divided by 365.

# Notwithstanding the provisions of this Section 3 or any other provision of this
Agreement, in no event shall the aggregate “interest” (as that term is defined in Section 347 of
the Criminal Code (Canada)) exceed the cffective annual rate of interest on the “credit
advanced” (as defined therein) lawfully itted under Section 347 of the Criminal Cods
(Canada). The effective annual rate of interest shall be determined in accordance with generally
accepted actuarial practices and principles over the term of the applicable Loan, and in the event
of a dispute, a certificate of a Fellow of the Canadian Institute of Actuaries appointed by Lender

will be conclusive for the purposes of such determination.

(3)  Acertificate of an autharized signing officer of Lender as to each amount snd/or cach ;
rate of interest payable hereunder from time to time shali be conclusive evidence of such amount :

and of such rate, absent manifest error.

{6y  For greaier certainty, whenever any amount is payable under this Agreement or any
Financing Agreement by Borrower a8 interest or as a fee which requires the calculation of an
amount using a percentage per annum, each party te this Agrecment acknowledges and agrees

that such amount shall be calculated as of the date payment is due without application of the

“decmed reinvestment principle” o the “effective yield method”. Asan example, when interest
15 calculated and payable monthly, the rate of interest payable per month is 1/12 of the stated rate

of interest per apnuIm.

3.2  Closing Fee

Borrower shall pay to Lenderas a closing fee the amount of £50,000 payable on the
Restatement Date which shall be fully eamed and non-refundable when paid.

3.3  Servicing Fee

Borrower shall pay to Lender monthly a servicing fee in an amount equal to $5,000 in
respect of Lender’s services for each month {or part thereof) while this Agreement remains in
effect and for so long thereafier as any of the Obligations are outstanding, which fiee shall be
fully earned as of and payable in advance on the Restatement Date and on the first day of each

month thereafier.

3.4  Unused Line Fee

Borrower shall pay to Lender monthly an unused Line fee at a rale equal to one-quarler of
one {25%) percent per apnul calculated npon the amount by which $11,000,000 exceeds the
Canadian Dollar Amount of the average daily principal balance of the outstanding Loans during
the immediately preceding month {or part thereof) while this Agreement is in effect and for so
long thereafter as any of the Obligations are outstanding, which fee shall be payable on the first

day of each month in awears.

I;\F.TQR.V\SMCL[E.NTS&CL}NG RESSHRAKE ('i 3}
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SECTION 4 - CONDITIONS PRECEDENT ;
43  Conditions Precedest to Initial Revolving Loans :

Each of the following is a condition precedent to Lender making the initial Revoiving -
1oans hereunder following the Restatement Date:

(1)  Lender shall have received, in form and substance satisfactory 1o Lender, all releases,
terminations and such other documents as Lender may request to evidence and effectuate the
termination by the existing lender or lenders to Borrower (other than Tenneca Canada) of their
respective financing arrangements with Rorrower and the termination and release by it ot them,
as the case may be, of apy interest m and to any assets and properties of Borrower, duly
authorized, executed and delivered by it or each of them, including, but not Limited to, () PESA
(inancing change stetements for termination of all PPSA financing statements previousty filed by
it or any of them or their predecessors, as secured party and Borrower, as debtor and (it}
satisfactions and discharges of any morigages, deeds of trust or deeds ta secure debt by Borrower
in favour of such existing lender or lenders, in form acceptable for recording in the appropriate

government oifice;

(2)  Lender shall bave received evidence {including, without jimitation, any subordinations of
releases of any other liens or security interesis in the Collateral required by Lender), in form and
substance satisfactory to Lender, that Lender has valid perfected and first priority security
“nterests in and liens upon the Collateral and any other property which is intended to be security
for the Obligations, subject only to the security interests and liens permitied herein or in the other
Financing Agrecments;

{3)  all requisite corporate action and procesdings in connection with this Agreement and the
other Finmacing Agreements shall be satisfactory in form and substance to Lender, and Lender
shall have received all information and copies of all documents, including, withoat hmitation,
records of requisite corporate action and proceedings which Lender may have requested in
comnection therewith, such documents where requested by Lender or iis counsel to be certified
by appropriate corporate officers or governmental authorities;

(4}  Lender shall have received an Information Certificate with respect to Borrower cigrent 10
and dated on the Restatement Date;

(5) oo material adverse change shall have ocenrred in the assets or business of Borrower
since the date of Lender’s latest field examination and no change o event shall have vccurred
which would impair the ability of Borrower to perform its obligations hersunder or under any of
the other Financing Agreements to which it is 2 party or of Lender to enforce the Obligations or
realize upon the Collateral;

(6}  Lender shall have completed a field review of the Records and such other information
with respect to the Collateral as Lender may require to determine the amount of Revolving Loans
available to Borrower, the resulis of which shall be satisfactory to Lender, not more than three
{3) business days prior to the Restatement Date;

LACORPSDICLIENTSWCONGRESTBRAKE (1 4} AMENDED AND RESTATID
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(7) - Lender shall have received, in form and substance satisfactory to Lender, all consents,
waivers, acknowledgements and other agreements from third persons which Lender may deem
necessary of dssirable in order to permit, profect and perfect its securify interests in and liens
upon the Collateral or to effectuate the provisions or purposes of this Agresment and the other
Financing Agreements, including, without limitation, acknowledgements by iessors, mOrtEagees
«nd warehousemen of Lender’s security interests in the Collateral, waivers by such persons of
eny security interests, liens or ather claims by such persons to the Collateral and agreemenis
permitting Lender access to, and the right to remain on, the premises to exercise its rights and
remedies and otherwise deal with the Collateral;

SR YR M el e

b

(8)  Lender shall have received evidence of insurance and loss payee endorsements required
hereunder and under the other Financing Agreements, in form and substance satisfactory o
Lender, and certificates of insurance policies and/or endorsements naming Lender as loss payes;

(§)  Lender shall have recetved, in form and substence satisfactory to Lender, such opimion
Jetters of counsel to Borrawer with respect to the Financing Agreements (including this
Agreement end the amended and restated Term Note) and such cther matters as Lender may

request;
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k)

(10)  the other Financing Agrecments and all instruments and documents hereunder and
thereunder shall have besn duly executed and delivered to Lender, in form and substance
satisfactory to Lender including, without limitation, the General Security Agreement, the
Intellectual Property Security Agreement, the General Assignment of Accounts Receivable, the
Hypothec and the Term Note;

(11} the Fxcess Availability of Borrower as determined by Lender shail be at least the
Canadian Dollar Amount of US$1,000,000 after giving effect to the initial Revolving Loans

made or 1o be made hereunder,

(12) Lender shall have received, in form and substance satisfactory to Lender, & pro-forma
balance sheet of Borrower reflecting the initial transactions contemplated hereunder and under
ihe Debt Restructuring Closing Agreement following the Restatement Date, including the Loans
provided by Lender to Borrower as of the Restatement Date and the use of the proceeds of the
initial Loans as provided herein, accompanied by a certificate, dated the Restatemnent Date, of the
chief financial officer of Borrower, stating that such pro-forma balance sheet represents the
reasonable, good faith opinion of such officer that Borrower is solvent as of the date of such

certificate; and

(13) Lender shall have received, in form and substance satisfactory to Lender, evidence that
the Debt Restructuring Closing Agresment has been duly executed and delivered by and to the
appropriate parties thereto and the trangactions conternplated under the terms of the Debt

Restructuring Closing Agreement have been consummated prior to or contemporaneously with

the execution of this Agreement.

LACORPSIMCLENTSCOHGRESSERAKE (1 5) AMENDED AND RESTATER
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4,2  Conditions Precedent to All Revolviag Loans

s Each of the following is an additional condition precedent to Lender making Revolving
Loans to Borrower, including the initial Revolving Loans and any future Revolving Loans:

(1)  all representations and warranties contained herein and m the other Financing
Agreements shall be true and correct in all material respects with the same effect as though such
representations and warranties had been made on and as of the date of the maldng of each such
Revolving Loan and after giving effect thereto;

{2)  no Event of Default and no event or condition which, with notice or passage of time or
both, would constitite an Event of Default, shall exist or have occurred and be continuing on and
as of the date of the maldng of such Revolving Loan and after giving effect theveto; and

(3) o request of the Minister of National Revenue for payment pursuant to Section 224(1 1),
or any successor section, of the fncome Tax Act {Canads) shall have been received by Leader in
respect of Borrower.

SECTION 5 - INTENTIONALLY DELETED

SECTION 6 - COLLECTION AND ADMINISTRATION

6.1 Borrower’s Loas Account

Lender shall maintain one or more loan account(s} on its books m which shall be
recorded () alt Loans and other Obligations and the Collateral, (b) all payments made by or on
behalf of Borrower, and (c) all other appropriate debits and credits as provided in this
Agreement, including, without limitation, fees, charges, costs, expenses and inferest. All entries
in the loan accouni(s) shall be made in accordance with Lender’s customary practices as in effect
from time to time.

B L A S S B G R e B R A R
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8.2 Statements

Lender shall render to Borrower each month a statement setting forth the balance in the
Borrower’s loan account(s) maintained by Lender for Borrower pursuant to the provisions of tins
Agresment, including principal, interest, fees, costs and expenses. Each such statement shall be
subject to subsequent adjustment by Lender but shall, absent manifest ervors or omissions, be
considered correct and deemed accepted by Bomrower and conclusively binding upon Boirower
as an account stated except to the extent that Lender receives a written notice from Borrower of
any specific exceptions of Borrower thereto within thirty (30) days after ths daie such statement
has been mailed by Lender. Until such time as Lender shall have rendered to Borrower a wriiten
statement as pravided above, the balance in Bormower's loan accowmit(s) shail be presumnptive
evidence of the amounts due and owing to Lender by Bormower.

LACORPERNCLIENTRONGRESSBRAKE (1 6) AMEBNDED ARD RESTATYED
PROVOCSLOAN AGR XPOC LOAN AGREERIENT



b e e
o g e S
e R R R G R R A B AU S s

EXECUTION COPY

6.3 Collection of Accounis

{1y  Bomrower shall establish and maintain, at its expense, blocked accounts o7 lockboxes snd
related blocked accounts (in sither case, “Blocked Agcounts™), as Lender may specify, and
Lender may establish and maintain bank accounts of Lender (“Payment Accoumts”) in each case
with such banks as are acceptable to Lender into which Borrower shall, in accordance with
Iender's instructions, promptly deposit and direct its account debtors that remit payments by
electronic funds transfers to directly remit, all payments on Accounts and all payments
constituting proceeds of Inventory or other Collateral in the identical form in which such
payments are raade, whether by cash, cheque of other mammer. The banks at which the Blocked
Accounts are established shall enter into an agreement, in form and substance satisfactory 10
Lender, providing that all itoms Teceived or deposited in the Blocked Accounts are the property :
of Lender, that the depository bank has no len opon, or right to setofT aguinst the Blocked :
Accounts, the items received for deposit thereain, or the funds from time to time on deposit
therein and that the depository bank will wire, or otherwise transfer, in immediately availzble
funds, on a daily basis, all funds received or deposited into the Blacked Accounts to the Payment
Accounts of such other bask accouit of Lender as Lender may from time to tire designate for
such purpose. BOITOwWST agrees that all payments made to such Blocked Accounts or Payment
Accounts or other finds received and collected by Lender, whether on the Accounts or as
proceeds of faventory or other Collateral or otherwise chall be the property of Lender to the
extent of the Obligations. Lender shall release to Borrower, upon Borrower’s wiitten request

herefor, any such payments of funds held by Lender on the date of release in excess of the

Cbligations so long as no Bvent of Default has occurred and is continuing.

(2) . TFor purposes of calculating interest on the Obligations, such payments ot other funds
received will be applied {conditional upon Fnal collection) to the Obli gations on one (1) business
day following the date of receipt of immediately available funds by Lender in the applicable
Payment Account, For purposes of calculating the amouxt of the Revolving Loans available to
Bomrower such payments will be applied (conditional upon final collection) to the Obligations on
the business day of receipt by Lender in the applicable Payment Account, if such payments are
ccceived within sufficient time (in accordance with Lender’s usual and customary practices a5 in
effect from time to time) to credit Borrower's loan account on such day, and if not then on the
next business day. If Lender receives funds in a Payment Account at any time at which no
{Ohligations are ouistanding or in excess of such outstanding Obligations, Lender shall transfer
such funds to Borrower at such account as Borrower may direct, provided that Boowver shall, at
Lender’s request, deposit such fumds to an account maintained at the bank at which the Payment
Accounts are maintained and shall execute and deliver to Borrower 2 cash collateral agresment
in form and subsiance satisfactory to Lender providing to Lender a Frst priority security interest

over such account.

(3) Bomowes and all of its affiliates, subsidiaries, shareholders, directors, employees of
agents shall, acting as trusiee for Lender, receive, as the property of Lender, any monies,
cheques, notes, drafis or any other payment relating to and/or proceeds of Accounts or other
Collatera! which come into their possession or under their control and immediately upon receipt
thereof, shall deposit or cause the same 1o be deposited in the Blocked Accounts or remnit the
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same or cause the same to be remitied, in kind, to Lendet. In no event shall the same be
commingled with Borrower's 0w funds. Bomower agrees fo refmburse Lender on demand for
any amourts owed of paig to any bank 21 which a Blocked Account 1 established or any other

lved in the trapsfer of funds to or from the Blocked Accounts arising out of

bank or person Inva
Lender’s payments {0 OF indemmification of such bank or person. The obligation of Barrower 1o

reimburse Lender for such amounts pursuant to this Section 6.3 shall survive the termination oF
aon-renewal of this Agresment.

§4  Payments

All Obligations shall be payable to the Payment Account 23 provided in Section 63 or
such other place as Lender may designate from time to time. Lender may apply payments
received or collected from BoOITOwer of for the agcoumt of Borrower (including, without
limitation, the monetary proceeds of collections or of realization npon any Coliateral} to such of
the Obligations, whether or not then due, in such order and manner as Leader determaines. To the
extent Lender receives any paymenis of collections from or on aceount of Borrower inUS
Dollars, Lender shall convert the amount of any such payments received or collected (nciuding,
without limitation, the monstary proceeds of collections or of realization upor any collateral) m
US Dotlars to Canadian Dollars usiog the Currency Exchange Convention and such payments
shall constitute satisfaction of the Obligations only to the extent of the amounts so converted.
Payments and collections received in any currency other than 1JS Dollars or Canadian Dollars
will be accepted and/or applied at the sole discretion of Lender. At Lender’s option, all
principal, nterest, fees, costs, expenses and other charges provided for in this Agreement of the
other Financing Agreements may be charged directly to the loan account(s) of Borrowcr.
Bormrower shall make all payments to 1 ender on the Obligations free and clear of, and without
deducton or withholding for or on account of, any setoff, counterclaim, defense, dufies, taxes,
levies, imposts, fees, deductions, withholding, restrictions or conditions of any kind. If after
receipt of any payment of, ar proceeds of Collateral applied to the payment of, any of the
Obligations, Lender is required to surrender or retum such payment or procesds 10 any Person

for ay reason, then the QObligations intended to be satisfied by such payment o1 proceeds shall
be reinstated and contimue and this Agreernent shall continue in full force and effect as if such
payment or proceeds had not been received by Lender. Bomower shall be Hable to pay (o
Lender, and does hereby indemnify and hold Tender harmless for the amount of agy payments or
proceeds surrendered or returned. This Section 6.4 shall remain effective notwithstanding any
contrary action which may be taken by Lender in reliance upon such payment or proceeds. This
Scction 6.4 shall survive the payment of the Obligations and the termination or non-renewal of

this Agreement.
65  Authorization to Make Revolving Loans

Lender is authorized to make the Revolving Loans based upon telephonic or other
instructions received from anyonc purporting to be an officer of Borrower or other authorized
person ar, at the discretion of Lender, if such Revolving Loans are necessary to satisfy any
QObligations. All requests for Revolving Loans berennder shall specify the date op which the
requested advance 1s to be made (which day shall be a business day) and the amount of the

L&CGRE‘S.MJE\WGRESS\BW (18) AMENDED AND RESTATED
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requested Revolving Loan. Requests received afier 11:00 am. Toronto time on any day shall be
deemed to have been made as of the opening of business on the immediately following business
day. All Revolving Loans under this Agreement shall be conclusively presumed o have been
mads to, and at the request of and for the benefit of, Borrower when deposited to the credit of
Rorrower or otherwise disbursed or established in accordance with the instructions of Borrower
or in ascordance with the terms and coditions of this Agrecment.

6.6  Use of Proceeds

_ Borrower shall use the initial proceeds of the Revolving Loans provided by Lender to
Borrower hereunder only for: (3) payments {0 each of the persons Jisted in the disbursernent
direction letter furnished by Barrower 0 Lender on or about the date hereof and (b} costs,
expenses and fees in connection with the preparation, negotiation, execution aad delivery of this
Agreement and the other Financing Agreements. All other Revolving Loans made by Lender to
Borrower pursuant {o the provisions hereof shall be nsed by Borrower onty for general operating,
working capital and other proper corporate purposes of Borrower not otherwise prohibited by the

terms hereof.

SECTION 7 - COLLATERAL REPORTING AND COVENANTS

7.1  Collateral Reporting

Barrower shall provide Lender with the following documents o a form satisfactory
Lender; (a) on a regular basis as required by Lender, a schedule of Accounts; (b) on a monthly

basis or more frequently ss Lender may request, (i) perpetual mventary reports, (ii) juventary

reports by category and (iii} agings of accounts payable, {c) upon Lender’s request, (i) copies of
customer statements and credit memos, remittance advices and reports, and copies of deposit
slips and bank statements, (i) copies of shipping and delivery documents, and (iii) copies of
purchase orders, invoices and delivery documents for Inventary and Equipment acquired by
Borrower; (d) agings of accounts receivable on a monthly basis or more frequently as Lender
may recquest; and (¢) such other reports as ta the Collateral as Lender shall request from time o
time. If any of Berrower's records or 1€ports of the Collateral ore prepared or mainiamed by an
accounting service, contractar, shipper or gther agent Borrower hereby jrrevecably authorizes
such service, contractor, shipper or agent to deliver such records, reports, aud related documents
1o Lender and to follow Lender’s instructions with respeci 1o further services at any time that an
Event of Default exists or has occurred and is continuing,

72  Accounis Covenanfs

(1)  Borrower shall potify Lender promptly of (i) aay material delay in Bormower’s
performance of any of its obligations to any account deblor or the assertion of any claiws,
offsets, defenses or countercleims by any account debtor, or any disputes with account debtors,
or aty settlement, adjustment or compromise thereof, (i) all material adverse information
relating to the financial co ition of any account debtor, and {iii} any event or circumnsiance
which, to Borrower’s knowledge would cause Lender to consider any then existing Accounts as

LACORFSIMCL ENTS\CONGRESSBRAKE (19) AMENDED AMD RESTATED
PRGDOCSLOAN AGR X DOC LOAN AGRETAEKT




ML R

Aty st
R

13

EXECUTION COPY

no lenger constituting Eligible Accounts. No credit, discount, allowance ar extension OT
agrsement for any of the foregoing shall be granted to any account debtor without Lender’s
consent, excepi in the ordinary course of Barrower’s business in accordance with practices and
policies previously disclosed in writing o Lender. So long as no Event of Defanlt exists or has
occurred and is continuing, Botrower shall settle, adjust er compromise any claim, offset,
counterclaim or dispule with any account debtor. At any time that an Event of Defanlt exists or
has occurred and is contimting, Lender shall, at its option, have the exclusive right to setile,
adjust or comptomise agy claim, offset, counterclaim or dispute with account debtors or grant
any credits, discounts or allowances.

(2)  Bomower shall prompily report to Lender any return of Inventory by an account debtor
heving a sales price in excess of §200,000. At any time that Inventory is returned, reclaimed or 5
repossessed, the related Account shall not be deemed an Eligible Account. In the event any :
account debtor returns Inventory when an Event of Default exists or has occurred and is

continuing, Borrower shall, upon Lender’s request, (i) hold the returned Inventory in trust for

Lender, (ii) segregate all retumned Inveatory from =11 of its other property, (iii) dispose of the

returned Inventory solely according to Lender’s instructions, and (iv) not issue any credits,

discounts or allowances with respect thereto without Lender’s prior written consent.

(3)  With respect to each Account: (i) the asrounis shown on any invoice delivered to Lender
ot schedule thereof delivered ta Lender shall be true and complete, (ii} no payments shall be
made thereon except payments immediately detivered to Lender pursuant to the terms of this
Agreement, (iii) no credit, discount, allowance or extension or agreement for any of the
foregoing shall be granted to any acconnt debtor except as reported to Lender in accordance with
this Agresment and except for credits, discounts, atlowances or extensions made or given jn the
ordinary course of Bormower’'s husiness in accordance with practices and policies previously
disclosed to Lender, (iv) there shall be no setoffs, deductions, confras, defenses, coxmterciaims or
disputss existing or asserted with respect thereto except as reported to Lender in accordance with
the terms of this Agreement, and (v) none of the transactions giving tise thereto will violate any
applicable federal or provincial laws or regulations, all documentation relating thereto wiil be
legally sufficient uader such jaws and regulations to creats 2 binding payment cbligation which
is legally enforceable in accordance with its terms.

{(4)  Lender shall have the right at any time or fimes, i Lender’s name or in the pame of 2
nominee of Lender, to verify the validity, amount or any other matter relating to any Account or
other Collateral, by mail, telephone, facsimile transmission ot otherwise.

(5)  Borrower shall deliver or cause o be delivered to Lender, with appropriate endorsement
and assignment, with full recourse o Rorrower, alt chattel paper and instruments which
Borrower noW Owns or may at any time acquire immediately upon Bomower’s receipt thereof,
except as Lender may otherwise agree.

(6)  Leunder may, af any time or times that an Bvent of Defanlt exists or has ocourred and is

continuing, (i) notify any or all account debtors that the Accounts have been assi gned to Lender

and that Lender has a security interest therein znd Lender may direct any or all accounts debiors

to make payment of Accounts directly to Lender, (ii} extend the time of paynsent of, .
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compromise, settle or adjust for cash, credit, return of merchandise or otherwise, and upon any
terms or conditions, any and all Accounts or other obligations included in the Collateral and
therchy discharge or release the account debtor or any other party or parties in any way liable for
payment thereof without affesting any of the Obligations, (iii) demand, collect or enforce
payment of any Accounts ox such other obligations, but without any duty to do so, and Lender
shall ot be liable for its failure to collect or enforee the payment thereof nor for the negligence
of its agents or attorneys with respect thereto, and (iv) take whatever other action Lender may
deemn necessary or desirable for the protection of Its interests. At any time that an Event of
Defanlt exists or has ocowrred and is contiruing, at Lender’s request, all invoices and statements
sent to any account debtor shall state that the Accounts and such other obligations have been
assigned to Lender and are payrble directly and only to Lender and Borrower shall deliver to
Lender such originals of documents evidencing the sale and delivery of goods or the
performance of services giving rise to any Accounts as Lender may require.

7.3  Inventory Covenants

With respect to the Inventory: (a) Bomower ghall at all times maintain inveniory records
reasonably satisfactory to Lender, keeping correct and accurate records itermizing and describing
the kind, type, quality and quantity of Inventory, Borrower's cost therefor and daily withdrawals
therefrom and additions thereto; (b} Borrower shall conduct 2 physical connt of the Tnventory at
least once each year, but at any time or times as Lender may request on or after an Event of
Default, and promptly following such physical inventory shall supply Lender with « report in the
form and with such specificity as may be reasonsbly safisfactory to Lender concerning such
physical count; (¢} Borrower shall not remove any Inventory from the locations set forth or
permitted herein, without the prior written consent of Lender, except for sales of Inventory in the
ordinary course of Borrower’s business and except to move Inventory directly from one location
set forth or permitied herein to another such location; {d) upor Lender’s request, Borrower shall,
at its expense, no more than once in any twelve (12) month period, but at any time or times as
Lender may request on or after an Event of Default, detiver or cause to be delivered to Lender
wriiten reports or appraisals as to the Inventory in form, scope and methodology acceptable to
Lender and by an ppraiser acceptable to Lender, addressed ta Lender or upon which Lender is
expressly permitted to rely; {e) Borrower shall produce, use, store and maintain the Inventory,
vrith alt reasonable care and caution and in accordance with applicable standards of any
insurance and in conformity with spplicable laws; (f) Borravier assuimes all responsibility and
liebility arising from or relating to the production, use, sale or other digposition of the Inventory;

(g) Borrower shall not sell Taventory to any customer an approval, or any other basis which
entitles the customet to return or may obligate Borrower fo repurchase such Inventory; (b
Borower shall keep the Inventory in good and marketable condition; and (i) Borrower shail not,
without prior written notice to Lender, acquire or accept any Inventory on consignment of

approval,
7.4  Eguipment Covepanis

With respect to the Equipment: (a) Lender may, oo a semi-annual basis and irrespective
of an Event of Default, obtein, at Borrower’s expense, written reports or appraisals as to the
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form, scope and methodology acceptable to Lender and by an appraiser sciected by
«der may at any time or times on of afier an Fvent of Default, obtaim, at
-<nse, written reports or appraisals as to the Equipment in form, scope and
_wulogy acceptable to Lender snd by an appraiser selected by Lender; (c) Bormower shall

keep the Equipment in goed order, Tepair, runing and marketable condition (ordinary Wear and
tear excepted); (d) Bomower <hall use the Equipment with a1l reasonable care and caution god in
accordance with applicable standards of any insurance and in conformity with ail applicable
laws; (¢) the Bquipment is and shall be used in Borrower’ s business and not for personal, family,
houschold or farming 1se; (f) Borrower shall not remove any Rquipment fom the locations set
forth or permitted herein, except to the extent necessary to have any Equipment repaired or
maintained in the ondinary couIse of the business of Borrawer or {0 move Equipment directly
Fom one location set forth or pesmitted herein to another such location and except for the
movement of motor vehicles nsed by or for the bepefit of Borrower in the ordinary course of
business; {g) the Equipment is now znd shall remain personal properiy and Borrower shall not
permit any of the Equipment to be or become a part of or affixed 10 real property, unless each
landlord and mortgagee in respect of such premises has executed in favour of Lender and
delivered to Lender a landlord or mortgagee waiver in form and substance satisfactory 1o Lender,
and (h) Borrower assumes all responsibility and liability arising from the use of the Equipment.

78  Power of Attorney

Borrower hereby frrevocably designates and appoints Leader {and all persons designated
by Lender} as Borrower’s true and lawful attomey-in-fact and anthorizes Lender, Bomower's
or Lender's pame, to: (a} at any time after an Event of Drefault (i) enforce payment of Accounts
by legal proceedings of otherwise, (if) exercise all of Borrower’s rights and remedies to coliect
amy Account or other Colliateral, (jii) sell or assign any Account upon such terms, for such
amount and at such time OF times as the Lender deems advisable, (iv) settle, adjust. COMPIOTISE,
extend or renew an Account, {V) discharge and release any Account, {vi) prepare, file and sign
Borrower’s name on any proof of claim in banlruptey or othex similar dogument against ah
account debtor, (vil) notify the post office authorities to change the address for delivery of
Borrawer's mail to an address designated by Lender, and open and dispose of all mail addressed
to Borrower, and (vii) do all acts and things which are necessary, in Lendex’s determination,
filfil Borrower's obligations under this Agreement and the other Financing Agreements and (b}
at any time to (i) take control in any manner of any item of payment or proceeds thereaf, (ip)
have access to any lockbox of pastal box into which Borrower’s mail is deposited, (i) endorse
Bomower’s name Upen any itkams of payment or proceeds thereof and deposit the same in the
f.ender’s account for application to the Qbligations, (iv) endorse PBorrower's name upon any
chatte] paper, document, instrument, fnvoice, or similar document or agreement relating to any
Accownt of any goods pertzining thereto or ay other Collateral, {v) sign Borrower’'s Dame on
any request for verification of Accounts {o account debtors and notices thereof to account
dehtors, and {vi} execute in Borrower's name and file any PPSA or other financing statements or
amendments thereto. Borrower hereby releases Lender and its officers, employses and designees
from any Habilities arising from any act ot acts under this power of attorney and in furtherance

thereof, whether of omission or commission, excepi as 2 result of Lender’s own gross negligence
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or wilful misconduct as Jetermined pursunt to 2 fnal non-appealable order of z court of
competent jurisdiction.

76  Rightto Cere i

1 ender may, at its option, () cure any default by Borrower under any agreement with 2
third party or pay of bond on appeal any judgment entered against Borrower, (b) discharge taxss,
liens, security interests OF other encumbrances at any time levied on oX existing with respect 10
the Collateral, other than such liens, cecurity imterests or other encumbrances permitted to exist
ander Section 9.8 hereof so long as 1o default exists with respect to such Hen, security interest of
other encurpbrance of permitted to exist under the Subordination Agreement, and (¢} pay any
srpournt, InCyr ATy exXpense ot perform any act which, in each case, in Lender’s judgment, is
necessary or appropriate to preserve, protect, insure or roaintain the Collateral and the tights of
Lender with respect thereto. 1 ender may add any amounts so expended to the Obligations and
charge Borrower's account therefor, such amounts to be repayable by Bomrower 00 demand.
Lender shall be under 0o obligation to effect such cure, payment or bonding and shall not, by
doing so, be deemed 10 have assumed any obligation or lighility of Borrower. Any payment
made or ather action taken by Lender under this Section chall be without prejudice to any right to
assert an Event of Default hereunder and to proceed accordingly.

177 Access io Premises

From time to time as requested by Lender, at the cost and eXpanse of Borrower, (&)
Lender or its designee shall have complete access to 411 of Bomrower’s premises during normal
busipess hours and after potice to Borrower, or at 20y timne and without notice to Borrower if ail
Fvent of Default exists or bas ocourred and is continuing, for the purposes of inspecting,
verifying and auditing the Collateral and all of Borrower's books and records, including, without
limitation, the Records, and (b) Borrower shall promptly farpish to Lender such copies of such
Hooks and records or extracts therefrom as Lender may request, and (¢} use during normal

busiess hours such of Bomower's personuel, equipment, supplies and premises as may be
reasonably necessary for the foregoing and if an Tvent of Default exists or bas ocourred and is

continuing for the collection of Accounts and reatization of other Collateral.

SECTION 8- REPRESENTATIONS AND WARRANTIES

Rorrower hereby represents and warrants to Lender the following (which shail survive
the execution and delivery of this Agreement), the trath and accuracy of which are 8 continuing
condition of the making of Revolving Loans by Lender to Borrower.

8.1 Corporate Existence Power and Aunthority: Swhsidiaxies

Rorrower is a corporation duly incorporated, validly existing and duly organized under
the laws of its jurisdiction of incorporation and is duly qualified or registered as a foreign O
extra-provincial corporation in all provinces, states O other jurisdictions where the pahure and
extent of the business transacted by it or the ownership of assets makes such quelification
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: pecessary, except for those jurisdictions in which the failute to so qualify wouid not have a

: -% material adverse effect on Bomower's financial condition, resuits of operation ar business or the
) sights of Lender in or o any of the Collateral. The execution, delivery and performance of this
Agreement, the other Financing Agreements and the transactions contemplated hereumder and
thereunder are all within Borrower'§ COIporale powess, have been duly suthorized and are not in
contravention of law or the terms of Bomower’s certificate of incorporation, by-laws, or other
organizational documentation, or a0y indenture, agreement or undertaking to which Borrower 1s
a party or by which Borrower ot its property are bound. This Agreerent and the other Financing
Agreements constitute legal, valid and binding cbligations of Bomower enforceable In
accordance with their respective terms, As at the date hereof, Borrower does not have any
subsidiaries except as set forth on the Information Certificate.

87  Fipancial Statements, No Material Adverse Change i

All financial statements relating to Bormower which have been or may hereafter be
delivered by Borrower to Lender have been prepared in sccordance with GAAP and fairly
present the financial condition and the results of operation of Borrower as at the dates and for the
periods set forth therein subject, in the case of unaudited financial statements, t© immaterial sudit
and year-end adjustments. Except as disclosed in any interim fnancial staternents furnished by
Bortower to Lender prior to the date of this Agresment, there has been no material adverse
change in the assets, liabilities, properties and condition, financial or otherwise, of Borrower,
sincs the date of the most recent audited financial statements furnished by Borrower to Lender
prior to the date of this Agreement.
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§.3  Chief Execative Office; Collateral Locotions

The chief executive office of Barrower and Borower's Records concerning ACCOUnts are
Jocated onty at 1000 Cobb International Blvd,, Suite Al, Kennesaw GA 30152 and its only other
places of business and the only other locations of Collateral, if any, are the addresses set forth in
the Information Certificate, subject to the right of Bosrower to establish new locations in
accordance with Section 9.2 below. The Information Certificate correctly identifies any of such
locations which are not owned by Borrower and sets forth the owners and/or operators thereof
and to the best of Borrower’s knowledge, without independent investigation, the holders of any

mortgages on such locations.
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8.4  Priority of Liens; Title to Properties

The secuzity interests and lieus granted to Lender nnder this Agreement and the other
Financing Agreements constitute valid and perfected first priority liens and security interests in
and upon the Collateral subject only to the liens indicated on Schedule 8.4 hereto and the other
liens permitted under Section 2.3 hereof. Borrower has good and marketable title to all of its
properties and assets subject o no liens, mortgages, pledges, security interests, kypothecs,
encumbrances or charges of any kind, except those granted to Lender and such others as are
specifically listed on Schedule 8.4 hereto or permitted under Section 9.8 hereof.
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EXECUTION COFY

85  Tax Returms

Bomrower has filed, or caused to be filed, ina timely mammer ail tax refurss, reports and
declarations which are required to be filed by it and whick, ifnot filed, would have a Material
Adverse Effect {(without requests for extension except as previously disclosed in writing to
Lender). All information in such tax returns, reports and declarations is complete and acouraie in
all material respects. Borrower has paid or cansed to be paid all taxes due and payable or
claimed due and payable in any assessment Teccived by it, except taxes the validity of which are
being contested in good faith by appropriate proceedings diligently pursned and available to
Borrower and with respect to which adequate reserves have been set aside on its books.
Adequate provision has been made for the payment of all accrued snd unpaid federal, provincial,
municipal, local, foreign and other taxes whether or not yet due and payable and whether or not
disputed, in accordance with GAAP.

86  Litigation

Except as set forth on the Information Certificate, there is no present investigation by any
governmental agency pending, or to the best of Bomower’s knowledge threatened, against or
affecting Borrower, its assets or business and there is 0o action, suit, proceeding or claim by any
Person pending, or to the best of Borrower’s knowledge threatened, against Borrower or iis
assets or goodwill, or against or affecting any transactions contemplated by this Agreement,
which if adversely determined against Borrower would result in any material adverse change in
the assets, business or prospects of Borrower ot wauld impair the ability of Borrower to perforn
its obligations hereunder or under any of the other Financing Agresments to which it is a party or
of Lender to enforce any Obligations or realize upon any Collateral.

87 Compliance with Other Agreements and Applicable Laws

Borrower is not in defanlt in any material respect under, or in violation in any material
respect of any of the terms of, any agreement, contract, instrument, lease or other cormmitment to
which it is a party or by which it or any of its assets are bound and as to which a default or
violation or the consequences thereof would have a Material Adverse Effect, Borrower Is in
compliance in all material respecis with all applicable provisions of laws, rules, regnlaions,
licenses, permits, approvals and orders of any foreign, federal, provincial or local governmental
authority.

88 Environmental Compliance

(1) Except as set forth on Schedule 8.8, Borrower has not generated, used, stored, treated,
transported, manufactured, handled, produced or disposed of any Hazardous Materials, on or off
its premises (whether or not owned by it) in any manner which at any time violates any
applicable Environmental Law or any Hicense, permit, certificate, approval or similar
authorization thereunder if a Material Adverse Effect conld result from such vielation and the
operations of Borrower comply in all material respecis with all Environmental Laws and all
licenses, permits, certificates, approvals and similar swhorizations thereunder.
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