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recently ended fiscal month divided by (b) tota gross sales for the twelve (12) most recently
ended fiscal month.

"Dilution Reser-e"shall rrea Rtany date, (i)the aiöUitby which the Dilution

Ratio exceed five percet (5%) multiplied by (ii) the Eligible AccoUits on sUch date.

"Directors' Charge" shal have the meag given such term in Section 2.24.

"DiScou.nt Rate" shal mea with respect to a Discount Rate Loan: (a) ma by a
. Canadian Revolving Lender wluch is a Schedule I Ban, the greater of (x) 3.5% and (y) the

CDOR Rate, and (b) made by a Candian Revolvin Lendet which is not a Schedule I Ban, the
grater of (x) 3.5% and (y) the CDOR Rate plus 10 basis points per anum.

"Discount Rate Loån" shall mean any Loan beaing interest at a rate detrmed
by reference to the Discount Rate in accordace with the provisidIl of ARTICLE 2.

"Dollars" and "US$" shl mean laWf money of the United States of America

''Domestic Subsidiary" shall mean any Subsidiar of the U.S. Borrwér
orgtid under the laWS of the United States Or any political subdivision theref.

"Downtime Credit" shall mean a credit for production downtime, if any, in
eXcess of downtime identified in the Budget delivered on or prior to the Closing Date, in an
amount equa to US$2,500,OOO for ever 10,000 toIl of production downtie in excess of

downtime idetified in the Budget taen in any month ending on or prior to July 31, 2009 (other
th, in any event, downtie associated with inntenance activity in the ordna cour of
business), provide that the cumulative amount of the bowntime Credit durng all period ~hal
not excee US$20,OOO,000. In the event the amount of production downtie in éXcess of
downtie identied in the Budget is more or less than 10,000 tons, the Downtime Credit fOr
such month shal be proate based upon the actu múnber of tons of production downtie in
excess of the downtime identified in the Budget (but in any event not to exceed the
US$20,OOO,OOO ca.p set fort above).

"EIÌeêtive Date" shall mean the date identifed as the effective date of a
Reorganzaion :Plan of the Loan Paries that is confrme.d or sactoned pûrsut to an order Of
the Bãrtcy Coii or Candian Coli as the ca may be, in the Cases.

"Eighteen Month 'Facilty Extension Option" shal have the meang given such
term in Section 2.31.

"Eligible Accounts" means, at any tie, the Accounts of a Loan Par which the.
Applicable Agent determes il its Permtt Disetion are eligible as the bass for the extenion
of Loan and the issuace of Letters of Credit hereunder. Without limiting the Applicable
Agent's discretiön provided herein', Eligible Accounts shall not include aiy Account: ..... .. .... ." . ..."... "." ".- ".--"

(a) which is not subject to a first priority perected Lien in favor of the
Applicable Agent for the benefit of the Secured Paries subject only to (i) the CCAA Chargés
and (ii) an unegistered Lien in respect of Priority Payables th ar not yet due and payable;
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(b) which is Sùbject to my :Lien other than (i) a Lien in favor of the
Applicable Agent forlle be:iefit of the See1. Pares, (ii) a Lien (if ary) permitted by the Loan
UocUÏd:ts which does not have priority over the lie:i in favör of the Applicable Agent for the
benefit of the Secured Pares, (ii) a Lien contemplaed by clause (iv) of the defiition of
Permitted Liens, and (iv) an unegistere Lien in respect of Priority Payables that are not yet due
and payable;

(c) which (i) is unpaid more th 90 days afr the date of 
the origial invoice

therfor, or (ii) has be wrtten off the books of the Loan Pary or otherwse designated as

uncollecble (in detetmnig the aggrgâe amount from the same AcCòunt Debtor th is urpad

lierei.erthet shaUbe excluded the amount Many net credit balance relating 
to Accôún dûe

frm an Account Debtor which ar l,paid more than 90 days frm the date of invoice);

(d) Which is owig by an Accourt Debtor for which mOte th 50% of the
AccbUhtS ö'\g .fom sûch Account Debtor and its Aflia.tes are ineHgible hereunder;

(e) which is owig by an Account Debtor to the èxtent the aggregate amount

of Accounts owig frm such Account Debtor and its Afliates to the Loan Pares exces 10%
of the aggregate amount of Eligible Accounts of the Loan Pares;

(f) which, for any Account Debtor, exceeds the applicable credit llit, if any,

determed by the Loan Pares, to the extent of such excess, as determed in a inåler mutuly
acceptable to the Loan Pares and the Applicable Agent;

(g) with respect to whch any covent, represetation. or waranty cohtaed
in ths Agreement or in the Collatera Documents häs been breached or is nöt tre in any material
tespect~

(h) whích (i) does not anse frin the sale of goods or perfo:mce of servces

in the ordicourse of business, (ii) is not evidented by an ihvoice or other docuientatioD
satisfactory to the Applicable Agent whích ha been sent to the Account Debtor, (il) represents a
progrss biling, (iv) is contingent upon any Loan Par's completion of any fuer peonnce,
(v) repesents a sae on a bil-and-hold, guanteed sale, sale-and-re sale on approval,
consignent, cas-on-delivery or any other repurchase or retu basis or (vi) relates to paymènts
of intere, in each case determined in a maer mutuly acceptable to the Loan Pares and the
AppHCàble Agent;

(i) for which the goods givig rise to such Accoun have not been srupped to

theAClount Debtor 

or for which the services giving rise 
to . such Account have not been

performed by a Loan Par or if such Accunt was invoice more th once, in each cae

deterredih å inâner mutuly acceptable to the Loan Paries a.d the Applicable Agent;

(j) which is oWèd by an Account Debtor which has (i) applied for, suered,
or consented tothë'appöiiitiéiit óf äný receìvér;' èüštödiär~ titè, or liqüidatoi' of its' assets,"(ii)"' ,.. ..,.
ha ha possesion of all or a material pa of its prpe taen by any receiver, ctltoan,
trtee or liquidator, (ii) fied, or bad fied agast it, any request or petition for liquidation,

reorg81zation, arangement, adjustment of debts, adjudication as banpt, widig-up, or

volunta or involunta cae under any state, provincial or federal banptcy laws, (iv) has
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admtted in wrtig its Ifabiliy, orisgeierally unable to, pay its debts as they becme due, (v)
become i.olvent, Or (vi) ceed operation of its business;

(k)
all ofits assets;

(I) which is owed by an Account Debtor which (i) does not maita its chief

executive offce or have materal business operations in the U.S. or Canda or (li) is not
organzed and exstig under applicable law 9fthe U.S. or Ciiada or, in eith case any political
subdivision thereof, uness, in either case, such Accoun.t is backed by a Letter of Cret
acceptable to the Applicable Agent which is in the possession of, ha been assigned to and is

directly drawable by, the Applicable Agent;

which is owed by any Account Debtor which has sold all or a substatially

(m) which is owed in any cu.enc:y other than DolllU or Candian Dollars;

(rt) (A) with respect to the U.S. Borrwing Base, which is owed by (i) the

govêrtent (or any deparent, agency, public coipöration. or irentalty thereof) of any

courtr oth:er than the U.S. uness such Account is backed by a Lettr of Credt acceptable to the

Applicable Agent whch is in the possession of the Applicable Agent, or (ii) the goveient of
the U.S., or any deparent, agency, public corporation, or inentaity thereof, uness the

Feder Asignent of Claims Act of 1940, as amended (31 U.S.C. § 3727 et seq. and 
41 U.S.C.

§ 15 et seq.), and any other steps necssa to petec:t the Lien of 
the Applicable Agent for the

benefit of the Secured Pares in such Account have be complied with to the Applicable
Agent's satisfacon; and (B) with respect to the Caiian BOI'owig Bas which is owed by (î)
the goverent (or any deparent, agency, public corporation, or instrentalty thereof) of
any countr other than Cana uiess such Accilt is backed by a Letter of Cret acceptable to
the Applicnble Agent which is in the possession of the Applicnblë Agent, or (ii) the governent
of Canad or any deparent, agency. public corporation, 

or insientaity thereof, uness the

Fihancial Adminstration Act (Canda) or similar provincial or temtoriallegìslaton or muncipal
ordinaceof simi1ãr purose, in each case as amended, and any other steps necessar to perfect
the Lien of the Applicable Agent for the benefit of the Secured Paries in such Account have
been complied with to the Applicable Agent's satisfaction;

(0) wluch is owed by any Affliate, employee, offcer, dirctor, agent, holder
of more th 2% of the issued and outstaing capita stock of the Parnt or any stockholder of
any other Loan Par;

(P) which is öwed by an ActoUft Debtr or any Afilate of such AêCunt
Debtor to which any Loan Par is indebted, but Otly to the extent of such indebtedness or is
subject tö any securty, deposit, progress payment, retaa.ge or other similar advaie itide by or

for the benefi of an Account Debtor, in each case to the extent therof;

..._._ ... . (q) which is subject to any countelaiin, deduction, defense, setoff or dispute

but only tö the extent öf any 'šùèh ooùïtércläiÏI; deductio~' defense, setoff or dìspute; . .' .

(r) which is evidenced by any promissory note, chattel paper, or intrent or

subject to a payment plan;
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(5) with res~ct to whch such Loan Par has made any agreement with the
Accunt Debtor for any reductíon therf, other than discounts and adjustments given in the
ordiar course of business, or any Accoun which was parally paid and such ,Loan Par

created a new receivable for the unpaid partíon of such Accunt, or any unpaid porton of any
parally paid Account to the extnt of such unpaid portion;

(t) which does not comply in all mlterial respects with the lequiemnts of aU

appliCåble laWS and reguations, whethertederal, stte, provincial or loc, inchuliii Withoút

litationthe Fèdera ConsüIer Credit Prtecton Act, the Federa truth ir Lendig Act and

Reguatìon Z ofthe Boar;

(u) which is for goods tht have been sold urdér a purchae order ot pursut

to the ters of a contrct ar other agreement or understandig (wnttn or ora) tht indicates or

purorts tht any Person other th such Loan par ha or has had an owiership interest in such
good, or wlûch indicates any pary other than such Loan par as payee or remittce par, il

each case determned in a maer mutually acceptable to the Loan Pares and the ApplicableAgent; or .
(v) which Was create on cash on delivery term.

il the event tht an Account which was previously an Eligible Accnnt ceases to be an Eligible

Accunt heretider, stch Loan Par sha noti the Applicable Agent thereof on an at the tie

of sùbinission tò the Applicable Agent òf the next BoïrowÍg Base Certficate. Except as
otherwse set forth above, the aiotut of an Eligible AccUit sba be detrmired based on the
faceanouit of such Account; pruvided tht the face atount of an Accunt may, in the

Applicale Agent's Permtted Discretion, be reduced by, without duplication) to the extent not
reflected in such face amount, (i) the amount of al accrued and actu discounts, clai, credts

or credts peding, promotiona program allowances, price adjustments) fiance chages or other
allowances (ilcludin any amount tht such Loan Par may be obligated to rebate to 

an Acconnt

Debtor puruat to the terms of any agrent or understding (wrtten or ora)) and (ü) the
aggregate amount of all cash reived in respect of such Account but not yet applied by such
Loan Par to reduce the amount of such Account. .

"Eligible :Eguipment' meanS the equipment owned by a Loan PáI located at
the Loan Pares' facilities described on Schedule 1., as updated from tie to tie with the

consent of the Admstrativè Agent, and meetig each of the followig requiments:

(a) such Loan Par has good title to such equipient;

(b) such Loan Par has the right to subject such equipment to a Lien il favor
of the Applicable Agent for the benefit of the Secured Pares; such equipment is subject to a fist
priority perfected Lien in favor of the Applicable Agent for the benefit of 

the Secured Paries and

is free and clea of al other Liens of any natue whatsoever (except for (i) Permtted Liens which
do not b,"epdority 'over the Lien in favor oÚhe Applicåbiè'Agent for the benefit 6fthe Secmed.
Pares, (ii) unegistered Liens in respect of Priority Payables tht are not yet due a:d payable,

(ii) the CCAA Charges and (iv) Liens permtted by clause (iv) of the defition of Permtted
Liens);
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(c) the ful purchae prce for such equipment has ben paid by such Loan
Par;

(d) such equipment is located on pretises (i) owned by such Loan Par,
which prenies are subject to a. fit priority perfecte Lien in favor of 

the Applicable Agent for

the beefit of the Secured Pares, or (ii) leased by SUch Loan Pary wher (x) the lessor ha
delivered to the Applicable Agent a Ländlord Lien Waiver or (y) a Reserve for ret, chares, and
other amooots due ör to become due with reSpebt to such facilty ha be established by th

Applicable Agent in its Pertt Discretion;

(e) such equipment is il good workig order and condition (ordí wea
and teà. excepted) and is used or held for use by Slch Loan par in the ordiy coure of

busin of the Loan Far;

(f) such equipment is not subject to any agreement which rects the abilty

of such Loan Pary to us, sel~ trllport or dispose of such equipment or which restrcts the

Applicable Agent's abilty to tae possesion of, sell or otherwe dispose of such equipment; and

(g) such equipmeii does not constitute "fixts" under the applicable laws of

the jurdiction in which such equipment is located.

''Eligíble lnventory mea, at any tie, the Itventory of a Loan Par which
the Applicable Agent deteies in its l?enntted Discretion is eligible as the bais for the
extenion of Loan and the. issuace of Letter of Credit hererder. Without limtig the
Applicable Agent's discretion provided herein, Eligible Inventory shall not include any
Itventory:

(a) which is not subjec to a first priority perfected Lien in favor of the
Applicable Agent for the benefit of the Securd Pares subject only to (i) the CCAA Chages
and (li) ai ungisted Lien in respet of Prority Payables tht are not yet due an payable;

(b) which is subject to any Lien other than (i) a Uenin favor of the
Applicable Agent fot the benefit öf the Secured Pares, (û) å Lien (if ary) permtted by the Loai
J)öcü:ents which does not have priority ovèr the Lien' 

in faVör öftbe Applicable Agent for the

heieñt of the Secured Pares, (üi) a Lien contemplated by clause (iv) öf the 
definition of

Permtted Liens, and (iv) an ungistered Lien in respet of Pnority Payables tht are not yet due
and payable;

(c) which is, in the Applicale Agent's opiJUon, slow moving, obsolete,
unerchantable, defective, used, unt for sae, not salable at prices approxiting at least the
cost of such Inventory in the ord course of busness or unacceptable due to age, tye,

. cagory or quatity

-. . (d) with respect to which any covenat, reresentation, or waranty cotitaed

in th Agteeent òr the Collatera Docuients ben breached or is not true in ahY material
respect and which does not conform in any material repect to all standads iiposed by any
Governeital Authority;
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(e) in which any Person other than such Loan Par shal (i) have any diect or

iidire ownership, interest or title to such IIventory or (ii) be indicated on any pprbas ordr or
invoice With respect to such Inventory as having or 

purortg to have an interest therein;

(f) . which is not Work-Ih-Proe:ess, RaW Matenals or Firshed Goods or which

coitutesspar or replacement par, subassemblies, packging supplies aid shipping material,

r:1.actug supplies, samples, prototyes, displays or display items, bil-and-hold goods,

goods tht are reted or marked for retu repossessed goods, defective or damged goods,

goods held on consignent, or goods which ar not of a tye held for sae in the ordiar course

of business, includig, but not limited to, fuels, chemicals, staches, in and adhsives;

(g) wluch is not located in the United States or Canada or is in tranit (other
than betwen locations in the United States or Canad contrlled by Loan Paries, to the extIit
included in curent perpetu inventory report of any Loan Par);

(h) which is located in any locaton lea by such Loan Par uness (i) the

lessor ha delivered to the AppliCable Agent a Ladlord Lien Waiver or (ii) a ResrVe for rent,
chages, aid other. aiöttts due or to become due with respect to such facilty häS been .

established by the Applicable Agent in itsPenttd Discretion;

(i) wmch is located in any th par warhouse or is in the possesion of a
balee (other than a thid par processor) and is not evdenced by a document (other than bìlls of

lading issued with respect to Inventory in transit between locations in the United State or
Caa controlled by Loan Pares), uness (i) such waehousma or baiee has delivered to the
Applicable Agent a Landlord Lien Waiver and such other documentation as the Applicable
Agent may requie or (ii) an appropriate Resere ha been established by the Applicable Agent
in its Penntted Discretion;

ü) which is being processed offite at a th par location or outside
processor, or is in-trsit to or from said thd pa location or outside processor;

(k) whch is a discontiued product or component thereof;

(1) which is the subject of a consigrent by suh Loan Par as consignor;

(m) which conta or bears any intellect propert nghts licensed to such
Loan Par uness the Applicable Agent is satisfied that it may sell or otherwse dispose of such
Inventory without (i) iningig the rights of such licensr, (ii) violatig any contract with such
licensor, or (ii) incurg any liabilty with respet to payment of royalties other th royalties
incured pursuat to sale of such Inventory under the curent licensing ageement;

(n) whch is. nbt reflected in a curent invertory report of such Loan Par
(uness such IIventory is reflected in a report to the Applicable Agent as "in trt' IIvenWry);.. .. .. ," ... '. .~.. .' .

(0) for which reclamation nghts have been assered by the seller or

(P) any porton of the cost of such Inventory is atbutable to intercompany

profit betwen any Loan Par and any of its Affliates (but only to the extent of sûCh portion).
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