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To the Hanorable Commissloner of Paterts and Trademarks: Please record the attachad orginal doguments or copy thereof,

5 Name and address of receiving party(ies)
WLR Burlington Acquisition LLC

1. Name of conveying party(ies):
Name:

Burlingtan industries, Ine.
Internal Address:

Additional name(s) of conveying party(es) attached?[ves [ No -

3. Nature of conveyance:
55 nt Merger .

[ Assignme [wmers Street Addrage: 3330 West Friendly Street )

[] Security Agreement [ ]change of Name

Other Assignment of Security Agreeme

City: Greensboro state; NG Zip: 27410

_ 11/30/2003
Execution Date:__ Addltional name(s) & addressfes) attached? [ | Yes No

4. Application number(s) or patent number(s):
If this document is being filed together with a new application, the axecution date of the application isi______
A. Patent Application No.(s) 60/080185 and B. Patent No.(s) _D3/9793 and
attached U.S.Patent App. schedule attached U.S. Patent schedule
Additional numbers attached? |37 ] Yas | [No

5. Name and address of party to whom correspondence | 6. Total number of applications and patents involved: 72}

concerning document should be mailed: > 880.00
Wanda Howard 7. Total fee (37 CFR 341 cvneent § e
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MName:_

internal Address:
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Street Address:_

50-2387

City;_ﬁ_ree"'Sb':’r‘:'__State: NC zip, 27410

DO NOT USE THIS SPACE

4, Signature.
James T. Walsh W/{\ C»QAJ December 12, 2003
Nama of Person Signing (D/Sigﬁature Date
Total number of pages including eaVar sheet, attachments, and documents: %&

Mail documents to be ceesrded with required eover sheet Infermation Lo
Commigsioner of Patents & Trademarks, Box Assignments
Washinglon, D.G. 20231
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SCHEDULE A — PATENTS

1ISSUED PATENTS
Fatent No.

6379753
8544594
6497732
6380336
6472476
6485530
6617364
6221486
6387492
6516633
5599327
6617267 .
6497733
6617268
6607994
6517933
6607564

APPLICATIONS

Serial No. Filing Date
60/080185 037247298
60/093820 07/23/98
60/093911 07/23/98
60/105830 10727198
60/117G41 - 01/28/599
09/274751 03/23/99
09/483891 01/28/00
6501144485 " 07/19/99
60/144615 07/20/99
GOM153392 09/10/29
60153393 09/10/99
10/084031 02427702
09/731431 12/06/00
09/731247 1210600
09/731144 12/06/00
60176649 011800

60/194353 04/03/00
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SCHEDULE A — PATENTS
APPLICATIONS
Serial Number Filing Date
10/093175 03/06/02
09/847592 05/02/01
09/766494 04/18/01
60/246924 14/08/00
GO/264181 01/25/01
G0/267378 02/07/01
10/624096 o7/21/03
09/968693 10/01/01
60/297558 06/11701
BO/297557 0a/M11/01
10/634085 QO7/21/03
10/088247 0z2/06/02
10/165477 08/07/02
10/233330 08/30/02
60/3804193 05/M14/02
G0/326837 10/02/01
10/614337 O7/Q7103
SOMI1TTT 12/10/98
80/ 11778 12/10/98
10/068248 02/06/02
10/136191 05/01/02
60/376865 05/01/02
60/385022 056/31/02
10/165474 06/06/02
10/180166 07/05/02
10/3145677 12/09/02
107219581 08/15/02
10/355641 01/31/03
10/235413 09/05/02
60/423786 . 147/08/02
10/269271 10/11/02
B0/438673 01/03/03
10/299512 11/18/02
10/314624 12/09/02
10/365572 Q2/12/03
60/449297 Q2722103
50/455281 03/17/03
60/455280 03/17/03
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BILL OF SALE AND
ASSIGNMENT AND ASSUMPTION AGREEMENT

This Bill of Sale and Assignment and Assumption Agreement (this “Agreement”)
is made as of the date set forth on the signature page hereto between Burlington
industries, Inc. (‘Burington”), on its own behalf and on behalf of its subsidiaries listed on
Schedule A hereto (collectively with Burlington, the “Sellers” and each individually, a
“Saller’), and WLR Recovery Fund I L.F. ("WLR"). on its own behalf and on behalf of its
subsidiaries listed on Schedule B hereto {collectively with WLR, the “Purchasers” and
each individually, a “Purchasar”).

RECITALS:

A. WLR, an affiliate of WLR and Burlington entered into the Acquisition
Agreement dated July 25, 2003 (as amended or otherwise modified, the "Acquisition
Agresment”) pursuant to which WLR ag reed to purchase and Buriington agreed to sell
the Purchased Assets (as defined in the Acquisition Agreement).

B. Pursuant to the Acquisition Agreement, Burlington agreed to assign and
WLR agreed to assume the Assumed Contracts and Assumed Liabilities.

C. WLR has requested that Burlington transfer, or assign, as applicable,
certain of the Purchased Assets, Assumed Contracts and Assumed Liabilities primarily
relating to the Lees Business (the "Lees Assels, Contracts and Liabilities™) directly to
Mohawk Carpet Corporation (*Mohawk™), and as a result Burlington is entering into a Bill
of Sale and Assignment and Assumption Agreement with Mohawk simultanaously
herewith {the “Mohawk Agreement”).

D. Any Purchased Assets, Assumed Contracts or Assumed Liabilities not
included in the Lees Assets, Contracts and Liabilities are referred to herein as the “WLR

Purchased Assets,” the “WLR Assumed Contracts™ and the "WLR Assumed Liabilities,”
raspectivaly.

E. Burington and WLR have agreed that the sale of the WLR Purchased
Assets and the assignment and assumption of the WLR Assumed Contracts and WLR
Assumed Liabilities will be made on the terms hereof.

Now, therefore, Burlington and WLR agree as follows:

1. Transfer. Subject to the terms of the Acquisition Agreement, each Seller
does hereby sell, transfer, convey, grant, assign and deliver to the applicable Purchaser
all of such Seller's right, tifle, and interest in and to the WLR Purchased Assets listed on
Schedule © hereto.

2. Assignment of Contracts; Assumed Liabilities. Subject to the terms of the

Acquisition Agreement, in partial consideration of the conveyance of the respective
WLE Purchased Assets, each Purchaser does hereby assume and agree to pay. honor,

MY-20B1411v2
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and discharge when due and payable and otherwise in accordance with their terms, the
applicable WLR Assumed Liabilities and WLR Assumed Contracts set forih on
Schedules D and E, respectivaly, provided, however, that to the extent the assignment
of any such WLR Assumed Contract requires the cansent of any other party, this
Agreernent will not constitute an assignment of the same or any rights or fiabilities
thereunder if an attempted assignment thereof would constitute a breach of the terms of
any such WLR Assumed Contract, and the assignment of such WLR Assumed Contract
will not be effective unless and until the consent of such other party has been obtained.
If any such consent is nat obtained, Burlington will, and will cause the other Sellers to:
(i) use its reasonable best efiorts to provide the benefits, monetary or otherwise, of any
such WLR Assumed Contract, including by enforcing any and all rights of the applicable
Seller against the other party thereto ansing out of the breach or cancellation thereof by
such other party or otherwise, and (i) cooperate in any reasonable and lawful
arrangement designed to provide auch benefits to the Purchasers. Notwithstanding the
prior sentence, in no event will any Selter be required to pay any fees imposed by the
other party or costs associated with obtaining consent for any WLR Assumed Contract.

3. Further Assurances. Each party will, and will cause its subsidiaries to,
executa and deliver, or cause to be executed and delivered, from time to time hereafter,
all such further documents and instrumenis and take all such further actions as may be
reasonably necessary to give full effect 1o the intent of this Agreement and to effectively
transfer the applicable WLR Purchased Assets or, subject 1o the terms of the
Acquisition Agreement, for the Purchasers to agsume, pay, honor and discharge when
due the WLR Assumed Contracts and WLR Assumed Liabilities. Notwithstanding the
foregoing, to the extent a dispute arises as to whether any Purchased Asset, Assumed
Contract or Assumed Liability should have been included in the WLR Purchased
Assets, WLR Assumed Contracts or WLR Assumed Liabilities and transferred or
assigned under this Agreement, on the one hand, or the L ees Assets, Contracts and
Liabilites and transferred or assigned under the Mohawk Agreement, on the other hand,
each Purchaser acknowledges that it will cooperate with Mohawk, as necessary, to take
such further actions as may be necessary to effectively transfer such Purchased Asset,
Assumed Contract or Assumed Liability to the appropriate party, and in no event will
Burlington have any further obligations or liabilities with respect to such transfer. The
Purchasers agree o indemnify Burlington with respect 1o any losses it sustains as a
result of any such disputed iransfer or assignment.

4, Successor and Assigns. This Agreement and all the rights and obligations
hereunder will bind and inure to the benefit of the parties hereto and their respective
successors and assigns.

5. Power of Attornev. Each of the Purchasers is hereby authorized to file on
behalf of Sellers’ creditors UCC-3 or other forms as may be necessary to release liens
on the WLR Purchased Assets in accordance with the Confirnation Order and Section

IV.G. of the Plan. Effective as of the date of the termination of the BIl Distribution Trust

Agreement, the Sellers hereby appoint aach Purchaser, and its successors and
assigns, their true and lawful attormey-in-fact, and do authorize each Purchaser to
executa and deliver on behalf of such Seller, its successors and assigns, any and all

2
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agreements, certificates and other documents and take any and all actions necessary
for Purchasers to effectively acquire the WLR Purchased Assets or assume, pay, honor
and discharge when due the WLR Assutned Contracts and WLR Assumed Liabilities.
Sellers agree that the foregoing powers will be coupled with an interest and are and will
be irrevocable by Sellers.

6. Counterparts. This Agreemant may be executed in two or more
counterparts, each of which shall be deemed to be an criginal but all of which together
shall be deemed to be one and the same instrument.

7. Governing Law. This Agreement will be govemed by and construed in
accordance with the laws of the Stale of Delaware applicable 10 a contract executed
and performed in such State, withaut giving effect to the conflict of laws principles
thereof. Each party hereto submits to the exclusive jurisdiction of the Bankruptcy Court
in respect of any action or proceeding arising out of this Agreement.

8. Defined_Terms. All capitalized terms used herein that are not otherwise
defined herein will have the meanings given to them in the Acqguisition Agreement. In
addition, the following terms will have the following meanings:

a. "Buriington_Apparel Fabrics Business™ means the marketing and
manufacturing of denim, woven worsted wool and worsted blends, and polyester,
nylon, rayen and other woven synthetic fabrics.

b. "Denim Business" means the marketing and manufacturing of denim
fabrics.
C. "Burlington House Business" means the marketing and manufacturing of

mattress ticking, decarative fabrics and contract fabrics for home, office,
hospitality, commercial and healthcare segments.

d. “Lees Business” means the marketing and manufacturing of tufted,

synthetic carpet for commercial uses, including broadloom carpet, carpet files
and six-foot vinyl backed carpet.

e. *Hurt Property” means the Hurt facility comprised of the Hurt plant, the

Hurt distribution center and the surplus property associated therewith (located at
Highway 295, Pittsylvania County, Hurt, VA).

9. Conflicts. Etc. In the event that the terms of this Agreement conflict with
the terms of the Acquisition Agreement, the Acquisition Agreement will goverm. The
parties acknowledge that the WLR Purchased Assets, WLR Assumed Contracts and
VLR Assumed Liabilities transferred or assigned under this Agreement and the
Mohawk Assets, Contracts and Liabilities transferred or assigned under the Mohawk
Agreement constitute all of the Purchased Assets, Assumed Contracts and Assumed

Liabilities that Burlington is obligated 1o transfer or assign pursuant to the Acquisition
Agreerment.

NY1-2081 41 1vE
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IN WITNESS WHEREQF, Purchasers and Sellers have executed this Assignment and
Assumption Agreement as of the date set forth below.

Dated: November , 2003

NY1-2031411vE

SELLERS:
BURLINGTON INDUSTRIES, INC., for

itself and on behalf of the Sellers listed on
Schedule A hereto

o Tl

Name: JohpD. Erflar
Title: Serfor Vice President, Corporate
Development and Law

PURCHASERS:

WLR RECOVERY FUND I L.P., for itsalf
and on behalf of the Purchasers listed on
Schedule B hereto

By: WLR Recovery Associates li LLC, its
general partner

By: /&M £ Wb

NE]’“E: P‘.\ e “‘:- Le's {5{?&1
Title:

Tmiayr Wiee. P;‘r.::'\r_l.;.-j_
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SCHEDULE A
SELLERS

Budington Industries, Inc., a Delaware corporation
Burlingtan Fabrics Inc., a Delaware corporation
BIl Mexico Laundry Holding Co., a Delaware corporation
Burington Investment lnc., a Delaware corporation
Burlington Investment 1l Inc., a Delaware corporation
BH/M-H! Inc., a Pennsylvania corporation

Burlington Warsteds Inc.. a Delaware corporation

208147118
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SCHEDULE B
PURCHASERS

WLR Recovery Fund Il L.P., a Delaware: limited liability company
WLR Burlington Acquisition LLC, a Delaware limited liability company
WLR Burlington Finance Acquisition LLC, a Delaware limited liability company

WLR Apparel Fabrics Properties, inc., a Delaware corporation

~2081411v0
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SCHEDULE C
WLR PURCHASED ASSETS

Transfaror
{Seller)

Transteree
{Purchaser)

WLR FPurchased Assets
Transferred

Burlington Industres, Inc.

WLE Recovery Fund I} L.P.

Subsidiary Eguity Interests of
Insuratex, Ltd.

Buriington Industries, Inc.

WILR Burlingion Acquisition LLC

Subsidiary Equity interests of
Nano-Tex, LLGC

Burlington Industries, fnc.

WIR Burlington Finance
Acquisiton LLC

Subsidiary Equity Interests of Bl
Properties Inc. (inciuding its
subsidiary B! Properties | In¢.},
Burlingten Worldwide Inc.
{including its subsidiary
Burlmgton WorldWida Trading
Company Limited), Burlingion
Worldwide Limited, Buringlon
Industries V, LLC. Burlington
Industries IV, LLC, Bll Mexico
¥arns Holding Co. (including its
subsidiary Summit Yarns Holiding
t, Ine.), Summit Yamn, LLC,
Burdington Apparel Servicas
Company (including its
subsidiary Apparel Services
Eurgpe BLV., Burington Mills,
ingc. and Bll Mexico Haldings 1,
Inc. (including its subsidiary Bl
Mexico Heldings ), Inc.) and
Burfington International Services
Company; all other Purchased
Assets that are not included in
the Lees Assets, Contracts and
Liabilities or otherwise
transferred under the Mohawk
Agreement or the Hurt Property

Burlington Fabrics Inc.

WLR Burlingten Finance
Acquisition LLC

All Purchased Assets held by
transferor

BY Mexico Laundry Holding Co.

WLR Burlington Finance
Acquisition LLC

“All Purchased Assets held by
tfransferor

Burlington Investment Inc.

WLR Burlington Finance
Acquisition LLGC

All Purchased Assels held by
transferor

NYI-2081411vS
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Burlingten Investment 11 Inc.,

WLR Burlington Financas
Acquisition LLC

Al Purchased Assels held by
transferor

BH/MAHI Inc.

WLR Burlington Finance
Acguisition LLC

ANl Purchased Assets held by
transferor

| Burlington Warsteds nc.

WILR Burlington Finance Al Purchased Asgets held by
Acquisition LLG transferor
Burlington Industries, inc. WLR Apparel Fabrics Properties, | The Hurt Property
Ine.
B
NYI-208148711v8
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SCHEDULE D

WLR ASSUMED LIABILITIES .

Seller

Purchaser

WLE Assumed Liabilities

Burlington industries, Inc.

WLR Recovery Fund 11 L.P.

Assumed Liabilities assumed
through transferred Subsidiary
Equity Interests

Buriington Industries, Inc,

WLR Burlington Acquisition LLG

Assumed Liabilities assumed
transferred Subsidiary Equity
Interests

Burlington Industries, Inc.

WLR Burlington Finance
Acquisition LLC

In addition to Assumed Liabilities
assumed through transferred
Subsidiary Equity Interests, all
Assumed Liabilites that are not
included in the Lees Assets,
Contracts and Liabilities or
otherwisa transfarred under the
Mohawk Agreement or the Hurt

Property

Burington Fabrics Inc.

WLR Burlington Finance
Acquigition LLC

All Assumed Liabihties held by
transferor

Bll Mexico Laundry Holding Co.

WLR Burlington Finance
Acquisitlon LLC

All Assumed Liabilities held by
transferor

Burlington Investment Inc.

WLR Burlington Finance
Acquisition LLG

All Assumed Liabilities held by
transferor

Burlington Investment Il Inc.

WL Burlington Finance
Acquisition LLC

All Assumad Liabilities held by
transferor

BH/M-I Inc.

WLR Burlington Finance
Acguisition LLC

All Assumed Liabilities held by
transferor

Burlington Worsteds Inc.

WLE Burlington Finance
Acquisition LLG

All Assumed Liabilities held by
transferor

Buriingtot Industries, Inc,

WLR Apparel Fabrics Properties,
Ine.

Assumed Liabilities related to the
Hurt Property

NYI-Z081471v9
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WLR ASSUMED CONTRACTS

A & P FAX CTR DC #4 ‘

Assighor
{Seller)

Assignee
(Purchaser)

WLR Assumed Contracts |

Burlington Industries, Inc.

WLR Recovery Fund H LP.

Assumed Contracts assumed
through transferred Subsidiary
Equity interests

Burlington Industries, Inc.

WLR Burlington Acquisition LLGC

Assumed Contracts assumed
through transferred Subsidiary
Equity Interests

Burington Industries, Inc.

WLR Burlington Finance
Acquisition LLC

In addition to Assumed Coniracts
assumead through transferred
Subsidiary Equity Interests, ali
Assumed Contracts that are not
inciudad in the Lees Ascets,
Contracts and Liabilities or
othemwise transferred under the
Mohawk Agreement.

Burlington Fabrics Inc.

WLR Burlington Finance
Acquisition LLC

All Azzumed Contracts held by
transferor

Bll Mexica Laundry Holding Co.

WLR Burlington Finance
Acqulsition L1LC

All Assumed Contracts held by
transferor

Burlington nvestment Ine.

WLR Burlington Finance
Acguisition LLC

All Assumed Contracts held by
transferor

Burdington nvestmeant 1l Inc.

WLR Burlington Finance
Acquisition LLC

All Assumed Contracts held by
transferor

BH/M-N Inc.

WLR Burlington Finance
Acquisition LLC

All Azsumed Contraclts heid by
transferor

Burlington Warstaeds Inc.

WLR Buriington Finance
Acquizition LLC

All Assumed Contracts held by
transferor

MY1-2G81411ve
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ACQUISITION AGREEMENT

This Acquisition Agreement is entered into on the date set forth on the
signature page smong the Person designated on the signature page as “Parenl,” the
Person designated on the signature page as “Sub” (Parent and Sub together, "Buyer™)
and Burlington Industries, inc. (the "Company’)-

RECITALS

A The Gompany and certain of its domestic subsidiaries (the "Debtor
Subsidiaries™ and, together with the Company, the “Deblors”) are debtors and debtors-
in-possession under Chapter 13 of Title 11 of the United States Code (the "Bankruptcy
Code"), having commenced voluntary cases (Nos. 01-11282 through 01-11306) (jointly
administerad) (the “Reorganization Cases”) on November 15, 2001 (the ~Patfition Data”)
in the United States Bankruptcy Court for the District of Delaware (the “Bankruptcy
Court™); .

B. The Board of Directors of the Company {the "Board™) has
determined that it is advisable and in the best interests of the estates in the
Reorganization Cases and the beneficiaries of such estates to consummeate and,
subject o the failure of any party other than the Buyer ta emerge as a Successful
Bidder under the Bidding Procedures (the “Auction Condition™) and to the entry of an
order of the Bankrupicy Court (the "Confirmation Order®) confirming the amended plan
of reorganization effecting the transactions contemplated by this Agreement (as
amended, the “Plan”) pursuant to Section 1129 of the Bankruptcy Code (the
“Confirmation Condition” and, together with the Auction Condition, the "Bankrupicy
Conditions™), has approved the transactions contemplated by this Agreement on the
terms and subject to the conditions set forth herein;

C. In furtherance thereof, the Gompany has agreed to file the Plan
with the Bankruptey Court in arder to effect the transactions contemplated by this
Agreement on the terms and subject to the conditions set forth herein;

D. Also in furtherance thereof, pursuant to Section 5.01 and on the
terms and subject to the conditions set forth herein, including the Auction Condition, the
Company has agreed to, and to cause the Debtor Subsidiaries to. (i} transmit an
amended disclosure statement, once approved by the Bankrupicy Court, with respect to
the Plan {as amended, the "Disclosure Statement~) to holders of clairns and equity
interests in the Reorganization Cases, soliciting acceptance of the Plan and (i) seek
entry of the Confirmation Order; and

E. The effective date of the Plan wouid be conditioned on the
effectuation of the transactions contemplated by, and the provisions of, this Agreement,
an the terms and subject to the conditions sat forth herein.

NOW, THEREFORE, the parties hereto agree as follows:

NYVL2076123w
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ARTICLE
THE TRANSACTION

1.01 The Transaction On the terms and subject to the conditions set
forth in this Agreement, the Company will either (a) if the "Stock Transaction™ box is
checked on the signature page, issue, sell and deliver 100 shares of newly issued
comman stock, par value $0.01 per share (the "Company Shares"), which immediately
after the Closing will constitute all of the then issued and outstanding shares of the
Company's capital stock, to Buyer, and Buyer will purchase and take delivery of the
Company Shares from the Company at the Closing (such transaction, a “5t
Trangactior™) or (b) if the "Whole Company Asset Transacbon” or “Partial Asset
Transaction™ box is checked on the signature page, effect the transactions set forth in
Annex A at the Closing {such transaction, a "Whole Companv Asset Transaction” or

“Partial Asset Transaction,” as applicable).

1.02 Purchase Price. The aggregate purchase price (the "Purchase
Price”) is the amount of cash designated on the signature page as the "Purchase Price,”
subject to adjustment pursuant to Sections 1,04, 1.05 and 1.08.

1.03 The Closing; Escrow. (a) Linless this Agreement has been
terminated pursuant to Section 9.01, and subject to the Bankruptcy Conditions and the
satisfaction or waiver of the conditions set forth in Articles VIl and VIl and the deliveries
required by Sections 1.04, 1.06 and 1.07, if applicable (together, the “Closing
Conditions™, the closing of the transactions contemnplated by this Agreement {the
~Closing”) will take place at the offices of Jones Day, 222 East 41" Street, New York,
NY 10017, at 10:00 a.m., local time, on the first Business Day following the date of
satisfaction of the conditions set forth in Sections 7.05, 7.06, 8.05, 8.06 and, if
applicable, Section 8.08 or, if later, the fifth Business Day after the delivery of the
Preliminary Balange Sheet, unless another date, time or place is mutually agreed to in
writing by the parties hereto (the “Closing Date”).

{b) At the Closing, (i} Buyer will pay, on behailf of the Company, the
Purchase Price, less the amounts specified under dauses (i) and (ifi) below, by wire
transfer of immediately available United States funds to the Distribution Trust, at an
account identified by the Distribution Trust Representstive before the Closing Date, for
the distribution of such amount pursuant to the Plan, (i) the Company-will transfer the
Deposit and all earnings thereon to the Distribution Trust for the distribution of such
amount pursuant to the Plan, and (jii) Buyer will deliver the Escrow Amount by wire
transfer of inmediately available United States funds io a commerdial bank (the
“Escrow Agent”) designated by the Compariy and reasonably acceptable to Parent and
the Distribution Trust Representative, under an escrow agreement o be entered into on
or before the Closing Date by and among Parent, the Distribution Trust (by the
Distribution Trust Representative) and the Escrow Agent substantially in the form of
Exhibit A hereto {the “Escrow Agreement™). From the date hereof through the Closing
Date, the Company will not, and will not permit any of its Subsidiaries to, transfer any
aszets 1o or for the benefit of any creditor of the Debtors, other than (A) Excluded
Balance Sheet Assets ar net proceeds after all transaction expenses from the sale of

2
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Excluded Balance Sheet Assets, (B) Excluded Assets, {C) Restricted Funds, (D)
payments to creditors on account of post-petition claims in the ordinary course of
business and to satisfy other Assumed Administrative Claims, {E) repayment in the
ordinary course of business or pursuant to Bankruptcy Court approval of principal or
interast under the Secured Credit Agreement, (F) approved professional fees related to
the Reorganization Cases, (G) as permitted by Seclion 4.02(e), provided however, that
in a Partial Asset Transaction the foregoing restriction wilt only apply to the applicable
Purchased Assets, and (H) other payments, if any, authorized by an Order of the
Bankmuptey Court, including the Canfirmation Order and Orders approving the DIP
Facility and amendments thereto.

{c) At the Closing. the Company and Buyer will deliver the certificates
and other documents to be delivered_ under Articles VIl and Vil

1.04 Purchase Price Adjustment. On the Business Day prior to the
scheduled Closing Date, the Company will deliver to Buyer (i) an unaudited estimated
consoiidated Balance Sheet as of immediately prior to the Closing (the “Preliminary
Balarice Sheet”), prepared in good faith applying the same accounting principles and
policies used in preparing the March Balance Sheet (the *Company Accounting
Principles and Policies™), (i) a schedule {the "Preliminary Pre-Cloging Working Capital
Schedule™), based on the Preliminary Balance Sheet, setting forth the Company’s
caleuiation of the estimated Working Capital as of immediately prior to the Closing
("Preliminary Pre-Closing Working Capital™), (iii) @ scheduie (the "Prefiminary Pre-
Closing Cash Schedule ™), based on the Prefiminary Balance Sheet. setting forth the
Company's calculation of the Company’s Taotal Cash as of immediately prior to the
Closing {("Prefiminary Pre-Closing Cash™), and (iv) a certificate of the Chief Executive
Officer and Chief Financial Officer of the Company stating (A) that such Preliminary
Balance Sheet, Preliminary Pre-Clasing Working Capital Schedule and Preliminary Pre-
Closing Cash Schedule represent the Company's good faith estimate of the
consolidated financial posiion of the Company and the Lees Business, in gither case as
of immediately prior 1o the Closing applying the Company Accounting Principles and
Policies (as adjusted, with respect to the Lees Business, to eliminate cash and cash
eguivalents). Notwithstanding any provision in this Agreement to the contrary, the
Preliminary Balance Sheet and the Preliminary Pre-Closing Waorking Capital of the
Company reflected on the Preliminary Pre-Closing Working Capital Schedule will
exclude the assets and liabilities excluded from the definition of “Working Capital.,”™ Ina
Whale Company Transaction, the Preliminary Balance Sheet will not give effect to
Buyer's payment of the Purchase Price, or to other payments or discharges of claims or
liabilities to be made pursuant to this Agreement or the Plan on or as a result of the
Closing Date. If the Preliminary Pre-Closing Working Capital of the Company reflected
on the Preliminary Pre-Closing Working Capital Schedule is less than the "Target Net|
Working Capital Amount,” then the Purchase Price paid at Closing will be reduced by:
the amount of such shortfall, If the Preliminary Pre-Closing Working Capital of the
Company refiected on the Preliminary Pre-Closing Working Capital Schedule is greater
than the Target Net Working Capital Amount, then the Purchase Price to be paid at
Closing will be increased by the amount of such excess. In addition, in the event that,
(1) at the Auction another Qualified Bidder tops the Opening Bid in accordance with the
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requirements of the Bidding Procedures with respect o the amount by which such other
Qualified Bidder's bid is required to exceed the Opening Bid (a "Topping Bid™), (2)
foliowing such Topping Bid, Buyer tops the Topping Bid in accordance with the
requirements of the Bidding Procedures with respect to the amount by which Buyer's
bid is required to exceed such Topping Bid, and (3) the Closing thereafter occurs under
this Agreement, then the Purchase Price, as modified by the Auction, will be reduced by

the amount of the Termination Fee.

1.05 Post-Closing Working Capital Adjustment. (@) Sub will cooperate
with the Distribution Trust Representative to jointly prepare the following documents
within 45 Business Days following the Closing Date: (i) an unaudited consolidated
Baiznce Sheet as of immediately prior to the Glosing (the “Final Balance Sheet™),
prepared in good faith applying the Company Accounting Principles and Policies and (if}
a schedule (the “Final Pre-Closing Working Capital Sghedule™ and, together with the -
Final Balance Sheet, the “Cloging Financials™), based on the Final Balance Sheet,
setting forth (A) a calculation of the Working Capital as of immediately prior to the
Closing ("Final Pre-Closing Working Capital) and (B) a caloulation of the amount by |
which the Purchase Price should be adjusted, either upward or downward, to the extent
the Final Pre-Closing Working Capital of the Company is greater than or less than thei
Preliminary Pre-Closing Working Capital of the Company (such difference being the
"Working Capital Amount Due”). Notwithstanding any provision in this Agreement to the
contrary, the Final Balance Sheet and the Final Pre-Closing Working Capital of the
Company reflected on the Final Pre-Closing Working Capital Schedule will exclude the
assets and lisbilities excluded from the definition of “Working Capital.” Ina Whaole
Company Transaction, the Final Balance Sheet will not give effect to Buyer's payme
of the Purchase Price, or to other payments or discharges of claims or liabllities to be
made pursuant to this Agreement or the Plan on or as a result of the Closing Date. Sub
will, or, if applicable, will cause the Company to, provide to the Distribution Trust :
Representative such reasonable access during nommnal business hours to financial any
other information as he or she may request in good faith to assess the Closing '
Financials. i Sub and the Distribution Trust Representative agres on the Working
Capital Amount Due within 45 Business Days following the Closing Date, the Working
Capital Amount Due will be paid in accordance with Section 1.05(d) or 1 05{e),as
applicable, and Sections 1.05(b} and 1.05(c) will not apply. If Sub and the Distributioh
Trust Representative are unable to so agree, then within 50 Business Days following
the Closing Date, Parent will deliver to the Distribution Trust Representative the Closing
Financials prepared by Sub that Parent determines satisfy this Section 1.05(a) and al
the remaining provisions of this Section 1.05 will apply.

(b) The Distribution Trust Representative may notify Sub in writing
within five Business Days foliowing delivery of the Closing Financials as prepared by :
Sub (the “Dispute Period”) that (i) the Distribution Trust Representative agrees with the
Working Capital Amount Due as calculated by Sub (an “Approval Notice™) ar (i) the |

Distribution Trust Representative disagrees with the Working Capital Amount Due as;
prepared by Sub, identifying in reasonable detall the tems of such Closing Financialsi
with which the Distribution Trust Representative disagrees (a “Dispute Notice"). Upoh
receipt by Sub of a Dispute Notice, Sub will use good faith efforts during the ten
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Business Day period following the date of receipt of a Dispute Notice (the "Resolution
Period™) 1o resolve with the Distribution Trust Representative any differences they may
have as to the calculation of the Working Capitai Amount Due. During the Dispute
Period and Resolution Pericd, Sub will, or, if applicable, will cause the Company to
provide to the Distribution Trust Representative such reasonable access during normail
business hours to financial and other information of the Company as he or she may
request in good faith to assess the Closing Financials. If Sub and the Distribution Trust
Representative cannot reach written agreament during the Resolution Period, within five
Business Days thereafter, their disagreements, limited to those issues still in dispute
(the “Disputed tems”), will be promptly submitted for arbitration before the fim
designated on the signature page as the “Initial Independent Accountant™ or another
independent Accounting Firm mutualty satisfactory to Sub and the Uistribution Trusi
Representative (the “Independent Accoun nt™), whici firm will conduct such additional
raview as is necessary to resolve the Disputed ltems. Basad on such review, the
Independent Accountant will prepare a schedule {the “Independent Accountant
Schedule™) setting forth (A) its determination of the Disputed ltems, (B) its calculation of
the Working Capital as of immediately prior to the Closing, and (C) its calculation of the
Working Gapital Amount Due. The Independent Accountant Schedule will be completed
by the Independent Accountant as promptly as practicable but in no event later than 20
Business Days following the selection of the lndependent Accountant and will be
confirmed by the Independent Accountant in writing to, and will be final and binding on,
Sub and the Distribution Trust for purposes of this Section 1.05.

(6)  The fees and expenses of the Independent Accountant will be paid
(i) if all of the Disputed ltems are resolved in favor of one party. by the party against
whom the Independent Accountant resolves the Disputed ltems or (if) if some of the
Disputed Items are resolved in favor of each party, by (A) the Distribution Trust
Representative for that fraction equal o (x) the difference of the Working Cap#tal
Amount Due as computed by the Distribution Trust Representative less the Working
Capital Amount Due as computed by the Independent Accountant divided by {v) the
difference of the Working Capital Amount Due as computed by the Distribution Trust
Representative less the Working Capital Amount Due as computed by Sub and (B) the:
Sub for the balance.

{d) If the Working Capital Amount Due is owed hereunder by the
Company, then no later than the second Business Day after, as applicable, the (i)
receipt by Sub of an Approval Notice, (i) expiration of the Dispute Period if Sub has npt
received an Approval Notice or a Oispute Notice within such period, (iil) expiration of the
Resolution Period if Sub and the Distribution Trust Representative have resclved any
differences regarding the Working Capital Amount Due within such period, and (iv)
receipt of the independent Accountant Schedule (the date of such applicable event, the
“Escrow Determination Diate™), Sub and the Distribution Trust Representative will delivier
a written notice 1o the Escrow Agent pursuant to the Escrow Agreement instructing the
Escrow Agent to pay the Working Capital Amount Due from the E=zcrow Amount to Sub
by wire transfer of immediately available funds, without setoff or deduction of any kind,
within two Business Days of receipt of such letier of instruction.
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(a) 1 the Working Capital Amount Dug is owed to the Distribution Trust
by Buyer, then no later than the second Business Day after the Escrow Determination
Date, (A) Parent will, as part of the Purchase Price, cause Sub to pay the Working
Capital Armnount Due to the Distribution Trust for the distribution of such amount
pursuant to the Plan and (B} Parent and the Distribution Trust Representative will
deliver a writien notice to the Escrow Agent pursuant to the Escrow Agreement
instructing the Escrow Agent to pay, within two Business Days of receipt of such letter
of instruction, the Escrow Amaunt, also as part of the Purchase Price, to the Distribution
Trust for the distribution of such amount pursuant te the Plan, in each case by wire
transfer of immediately available funds, without setoff or deduction of any kind.

(7] Without limiting the generality or effect of any other provision
hereof, the Plan will provide ameng othar things that {j) in no event will the Distributior
Trust Representative have any liability or obligation to any Person whomsoever as a
result of any action or inaction by the Distribution Trust Representative unless such
action or inaction is finally judicially determined to have involved the intentional
misappropriation of assets or gross negligence, it being the intention of the paries thak
the Distribution Trust Representative not be liable for any actual or perceived error in
judgment even if it constituted negligence, and (i) the Distribution Trust Representativ
will be entitled to reimbursement out of the Distribution Trust, before final payments to
the bensficiaries therecf, for all third-party costs and expenses incurred by the
Disiribution Trust Representative hereunder, including indemnification for any claim
made against it and all fees and expenses of legal or financial advisors.

W

1.068 Restricied Funds. No later than five Business Days prior 1o the
Ciosing Date of a Whole Company Transaction, the Company will defiver to Parent a
schedule (the “Restricted Funds Schedule™), certified on behalf of the Company by its
Chief Financial Officer as being true and complete in all material respects, setting fortIL.
as of the date of delivery of the Restricted Funds Schedule, the dates on which any
Restricted Funds were transferred to the Restricted Funds Trust, the amounts of such
transfers, the sources of such Restricted Funds and the aggregate amount of all
Restricted Funds transferraed to the Restricted Funds Trust (which aggregate amount
will be deducted from the Purchase Price in accordance with Section 1.02).
Simultaneausly with the Closing in a Whole Company Transaction, the Restricted Funds
will be transfoerred to the Distribution Trust for disposition in accordance with the Plan.
Following the delivery to Parent of the Restricted Funds Schedule in a Whole Company
Transaction, no Debtor may transfer any Restri¢cted Funds to the Restricted Funds
Trust,

1.07 Excluded Balance Sheet Assets. Section 1.07 of the Company’s
Disclosure Schedule sets forth a description of the assets of the Company and its
Subsidiaries classified as “Assets held for sale” on the March Balance Sheet (the
“Excluded Balance Sheet Assets™). No later than five Business Days prior to the
Closing Date in a Whole Company Transaction, the Gompany will deliver to Parent a
schedule (the “Sold Excluded Balance Sheet Assets Schedule”). certified on behalf of
the Company by its Chief Financial Officer as being true and compiete in all material
respects, setting forth, as of the date of delivery of the Sold Excluded Balance Sheet
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Assets Schedule, the dates on which any Excluded Balance Sheet Assets were sold
the net proceeds after all transaction expenses received by the Company or any of itg
Subsidiaries with respect to each such sale, the aggregate net proceeds after all
transaction expenses received by the Company and its Subsidiaries with respect to all
such sales (the "Excluded Balance Sheet Assets Adaregate Net Proceeds”) and the
amount, if any, of Excluded Balance Sheet Assets Aggregate Net Proceeds that have
theretofore baen transferred to or for the benefit of any credifor of the Debtors.
Simultaneously with the Closing in 8 Whole Company Transaction, the Company will
transfer any remaining Excluded Balance Sheet Assets to the Distribution Trust for
disposition pursuant to the Plan. Following the delivery to Parant of the Soid Excluded
Balance Sheet Assets Schedule in a Whole Company Transaction, no Debtor will sel
any Excluded Balance Sheet Agsets,

1.08 Pension Liahility Adiustment. As of the last day of each month,
beginning with the month in which this Agreement is executed and ending with the
maonth in which the Closing Date occurs, the Company (or for the month in which the j‘

Closing Date occurs, Buyer) shall prepare, or cause to be preparad, a written statement
(“Monthly Pension Statement”) of (i) the present value, as of the calculation date, of Al
benefits accrued under the Pension Plan, calculated as if each participant in the
Pension Plan were entitied to receive his or her benefit in the form of an immediate
lump sum, using the interest rate and monrtality assumptions prescribed by the Internal
Revenue Service (“Benefit Liabilities"), and (i) the fair market value of the assets of the:
trust under the Pension Plan, based on the dest information available, reduced by an
amounts st aside in the benefit payment cash account far the payment of benefits to
terminated pariicipants (“Net Assels”). Each such Monthly Pension Statement shall
also include a calculation of the Benefit Liabilities attributable to parlicipants who are
employees of the Lees Business. Each Monthly Pension Statement shall be provid
by the Company (or, if applicable, the Buyer) to each other parly to this Agreement n
later than the 15th day of the following month. At the closing, the Purchase Price s
be reduced by 65% of $44 million plus 65% of the amount, i any, by which the
difference of Benefit Liabilities minus Net Assets (Pension Underfunding ™) exceeds
million as shown on the Monthly Pension Statement immediately preceding the Closing
(*Pre-Closing Monthly Pension Staternent”). !f the Pension Underfunding on the |
Monthly Pension Statement prepared as of the last day of the month in which the |
Closing Date occurs ("Final Monthly Pension Statement”) exceeds the Pension |
Underfunding on the Pre-Closing Monthly Pension Statement (such excess. the
»Additional Pension Underfunding ™), the Escrow Agent shall pay to Sub an amourd
equal to sixty-five percent (65%) of the Additional Pension Underfunding, multiptied by a
fraction, the numerator of which is the number of days from (but not including) the da

of the Pre-Closing Monthly Pension Statement through (and including) the Closing Date
and the dencminator of which is the number of days from (but not including) the date of
the Pre-Closing Monthly Pension Statement through (and including) the date of the
Final Monthly Pension Statement. If, after receipt of the Final Monthly Pension
Statemeant by the Distribution Trust from Buyer, the Distribution Trust Representative
does not agree with the calculation df the Pension Underfunding on such Final Monthgy
Pension Statement, the Distribution Trust will provide notice of such dispute within fi
Business Days of its receipt and thereafter, the amount of such Pension Underfundiry
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will be deemed o be included as a Disputed ltem under Section 1.05, will be resolveqd at
the same time as the determination of the Working Capital Amount Due thereunder, d
will otherwise be resolved and paid in accordance with the provisions of Sec_tion 1.05 gs
if it applied to disputes relating to the Pension Underfunding. Any ppst-clos:ng_ payment
required by this Section 1.08 that is not disputed shall be made within five Business
Days of the delivery and receipt of the Final Monthly Pension Statement.

1.09 Distribution of Escrow Fund. Immediately after the delivery of the
notice to the Escrow Agent conternplated by Section 1.05{(d) or (e}, as applicable, the
Escrow Agent shal distribute the remainder of the Escrow Account. if any, to the
Distribution Trust as part of the Purchase Price for distribution pursuant to the Plan.

ARTICLE I
REPRESENTATIONS AND WARRANTIES OF THE COMPANY

Except as set forth in the Company SEC Documents of the disclosure
schedule attached to this Agreement (the “Company’s Disclosure Schedule”™), the
Company represents and wamants to Buyer as follows:

201 Corporate Existence. (a) Except as a result of the commencement
of the Reorganization Cases, the Company is a corporation duly organized, validly
existing and in good standing under the Laws of the State of Delaware, and has all
requisite power and authority to own, operate and lease its Assets and Properties ang
to conduct the Business as presently conducted. The Company is duly qualified or
licensed to do business and is in good standing in each jurisdiction in which such
qualification or licensing is necessary under applicable law, except where the fallure t
be so gualified or icensed and to be in good standing would not reasonably be
expected, individually or in the aggregate with other such failures, ta have a Material
Adverse Effect. Sectlon 2.01(a) of the Company's Disdosure Schedule contains a trye
copy of the Company's Certificate of Incorporation and Bylaws, as amended in each
case to the date hereof. The Company is not in default under, or in violation of, any
provision of its Certificate of Incorporation or Bylaws.

[=]

(b) Except as a resull of the commencement of the Reorganization
Cases, each Subsidiary is a corporation, company or limited liability company duly
incorporated, organized or formed, validly existing and in good standing under the Laws
of its jurisdiction of incorporation, organization or formation, and has all requisite powpr
and authority to own, operate and lease its Assets and Properlies and to conduct the
Business as presently conducted. Each Subsidiary is duly qualified and licensed 1o
business and is in good standing in each jurisdiction in which such qualification or
licensing is necessary under applicable law, except where the failure to be so gualifi
or licensed and to be in good standing wouid not reasonably be expected, individually or
in the aggregate with other such failures, to have a Material Adverse Effect. Section
2 01(b) of the Company's Disclosure Schedule sets forth, in the case of each Subsidiary
that is a corporation or company, (i) the name and jurisdiction of incorporation of su
Subsidiary, (i} the number of issued and outstanding shares of its capital stock, and {jii
the owners of such shares, and, in the case of each Subsidiary that is a limitad liabili
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company, (A) the name and jurisdiction of formation of such Subsidiary and (B) the
clase and amount of the membership, owne:s_hip or other equity interests in such i
Subsidiary owned by the Company or any of its Subsidiaries.

202 Authority. Except as otherwise determined by the Bankruptcy
Court, the Company has the requisite corporate power and authority to execute and
deliver this Agreement, to perform its cbligations hereunder and, upon enfry of the
Confirmation Order, to consummate the transactions contemplated hereby. Except as
otherwise determined by the Bankruptcy Count, the execution and delivery by the
Cormpany of this Agreement, and the performance by the Cornpany of its obligations
hereunder. have been duly and validly authorized by all necessary corporate act!un of
the Company, and, upon entry of the Confirmation Order, no other corporate acftion or
the part of the Company or its stockholders is necassary to approve this Agreement or]
to consummate the transactions contemplated hereby. On or prior to the date hereot,
the Board of Directors of the Company or an authorized committee thereof determined
that this Agreement and the transactions contemplated hereby are in the best interes
of the Company’s creditor constituents and, as of the date hereof, recommends that
holders of Claims against or interests in the Debtors vote to accept the Plan. Subject
the entry of the Confirmation Order, this Agreemernt has been duly and validly execut
and delivered by the Company and, except as otherwise determined by the Bankruptgy
Court, constifutes its legal, valid and binding obligation, enforcesble against the
Company in accordance with its terms.

2.03 No Confiicts. The execution and delivery by the Company of this
Agreement and the performance by the Company of its pre-Closing obligations
hereunder will not, and, upon entry of the Confirmation Order, the consummation of thg
transactions contemplated hereby, including the performance by any Subsidiary of
tranefers, assumptions or other actions required of it by this Agreement to effect such
consummation, will not:

(a) conflict with or resuit in a violation or breach of any of the
terms, conditions or provisions of the Charter Documents of the Comparly
or any Subsidiary,

(t) except as otherwise determined by the Bankruptcy Court,
result in a violation or breach of any term or provision of any Law or Order
applicable to the Company. any Subsidiary, or any of the Assets and
Properties of the Company or any Subsidiary, other than such viclations or
breaches which would not, individually or in the aggregate, reasonably tie
expected to adversely affect the validity or enforceability of this Agreement
or to have a Material Adverse Effect; or

(c) except as would not, individually or in the aggregate,
reasonably be expected to adversely affect the ability of the Company to
consummate the transactions contemplated hereby, or to perform its
obligations hereunder, and would not, individually or in the aggregate,
reasonably be expectad to have a Material Adverse Effect, (i) resultin a
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i
violation or breach of, (i) constitute (with or without notice or lapse of time
or both) a default under, (iif) require the Company or any of its
Subsidiaries to obtain any consent, approval or action of, make any filing
with or give any notice to any Person as a result or under the terms of, {iv)
result in or give to any Person any right of termination, cancellation,
acceleration or maodification in or with respect to, or (v) result in the
creation or imposition of any Lien on any Assets and Properties of the
Company or any Subsidiary under, any Contract ta which the Company or
any Subsidiary, or by which any Asset and Propenty of the Company or
any Subsidiary. is bound.

2.04 Capital Stock. (3) The outstanding shares of capital stock of the
Company are, and the Company Shares issued at the Closing, if any, will be, duly
authorized, validly issued, fully paid and nonassessable, and issued free and clear of all
Lisns and all rights of first refusal and without any violation of preempfive rights. Therg
are no (i} outstanding Options obligating the Company {o issue or sell any shares of |
capital stock of the Company or to grant, extend or anter into any such Option, (i) votifig
trusts, proxies or other commitments, understandings, restrictions or other :
arrangemerts in favor of any FPerson with respect to the voting of or the right to :
participate in dividends or other earnings on any capital stock of the Company, or (ili) i
commitments, understandings, obligations or amangements of the Company to
repurchase, redeem or otherwise acquire ar make any payment in respect of or
measured or determined based on the value of capital stock of the Company. i

{b) The ocutstanding shares of capital stock or share capital of, ar !
membership interests, ownership interests or ather equity interests in, as the case may
be, each Subsidiary (the "Subsidiary Equity Interesis”) that are owned by the Companry
or any of its Subsidiaries are, and the Subsidiary Equity Interests to be issued at the |
Closing in accordance with Section 5.03(a)(ii) will be, duly authorized, validly issued,
fully paid and nonassessable, and owned. beneficially and of record, by the Company, or
ite Syubgidiaries. free and clear of any Liens other than Lians that will be released or
discharged pursuant fo the Confirmation Order at or priar to Closing. There are no (i)
outstanding Options obligating any Subsidiary of the Company 1o i1ssue or sell any
shares of capital stock or share capital of, or any membaearship interests, ownership
interests or other equity interasts in, any Subsidiary or to grant, extend or enter into any
such Option, (li} voting trusts, proxies or other commiitments, understandings,
restrictions or other arrangements in favar of any Person with respect to the voting of pr
the right fo participate in dividends or other eamings on any capital stock or share
capital of, or any membership interest, ownership interest or other equity interest in, gny’
Subsidiary, or (iii} commitments, understandings, obligations or arrangements of any
Subsitdiary to repurchase, redeem or otherwise acquire or make any payment in respect
of or maasured or determined based on the value of capital stock or share capital of, br
any mambership interest, ownership interest or other equity interest in, any Subsidiary.

2.05 Governmental Approvalg and Filngs. No consent, approval nr?i

acticn of, filing with or notice to any Governmental Authority is required to be obtain
or made by the Company or any Subsidiary in connection with the execution, delive
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: i . l
and performance of this Agreement or the consummation of the ransactions i
contemplated hereby, except (i) for consents, approvals or actions of, and filings with ¢r
notice to, the Bankruptcy Court, (i) for the necessary filings by the Company under th
Exchange Act, the HSR Act or any antitrust or competition Law of any foreign ;
jurisdiction applicable to the transactions corntemplated by this Agreement and the |
expiration ar eariier termination of the applicable waiting period(s) thereunder, and {iiii}
where the failure to obtain any such consent, approval or action to make any such fitin
or to give any such notice, individually or in the aggregate, would not reasonably be
expected to adversely affect the ability of the Company and its Subsidiaries to
consummate the transactions contemplated by this Agreement or to perform their
pbligations hereunder or to have a Material Adverse Effect.

206 Compliance With Laws and Orders. (a) Upon approval of this |
Agreement by the Bankruptcy Court, neither the Company nar any Subsidiary isin
violation of or in default under any Law or Order, including any Law or Order involving
the protection of human heaith and the environment. the effect of which, individually o
in the aggregate with other such violations and defaults, would reasonably be expect
to have o Material Advarse Effect. Except as otherwise determined by the Bankruptc
Court, the Company and each Debtor Subsidiary has complied in all material res
with all applicable Laws and Orders applicable to the Reorganization Cases.

i
i
i
!

{b) Except as would not, individually or in the aggregate with other
violations and defaults, reasonably be expected to have a Material Adverse Effect, no
investigation or review by any governmental, regulatory or administrative agency or
authority or court or other tribunal conceming any passible violation or default of Law or
Order is pending or threatened, nor has any such investigation occurred during the last
five years. . i

() (i) The Company and each Subsidiary holds all material licenses,
permits, registrations and other authorizations required to conduct the Business asitis
presently conducted, (i) all such licenses, permits, registrations and other
authorizations are valid and in full force and effect, except for those the absence of
which, individually or in the aggregate, would not reasonably be expected to have a
Material Adverse Effect, (i) the Company and each Subsidiary is in compliance with all
such licenses, permits, registrations and other authorizations, except for possible
failures to be so in compliance which would not, individually or in the aggregate, havela
Material Adverse Effect, and (iv) the execution and delivery by the Company of this |
Agreement and the performance by the Company of its pre-Closing cabligations :
hereunder will not, and, upon entry of the Confirmation Order, the consummation of the
transactions contemplated hereby, including the performance by any Subsidiary of |
transfers, assumptions or other aciions required of it by this Agreement to effect
consummation, will not result in a violation or breach of, or cause the Company or an
of its Subsidiaries to fail to be in compliance with, any such licenses, permits.
registrations and other authorizations, except for such violations, breaches or failures to
be so in compliance which, individually or in the aggregate, would not reasonably be
expected to have a Material Adverse Effect. '
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2,07 Reports and Financial Statements. (3) The Company has filed
with the SEC all Company SEC Reports required to be filed by it under each of the
Securities Act of 1933, as amended, the Exchange Act and the respective rules and
regulations thersunder, all of which, as smended if applicable, complied in all material
respects as to form with all applicable requirements of the appropriate act and the rules
and regulations thereunder. No Subsidiary of the Company is required to file any form,
report, registration statement, prospectus or other document with the SEC. As of their
respective dates, none of the Company SEC Reports (and, ¥ amended or superseded
py a filing prior to the date of this Agreement, then on the date of such filing) contained,
and none of the Company SEC Reports filed subsequent to the date hereof will contain,
any untrue statement of a material fact or omit to state a material fact required to be
stated therein or necessary to make the siatements therein, in light of the droumstances
under which they were made, not misleading. ,

(t) The Company's audited financial statements for the fiscal year
ended September 28, 2002 (the "Audited Financial Statements™) fairly present in all
material regpects the consolidated financial position of the Company and its
consolidated Subsidiaries as at September 28, 2002 and September 29, 2001 and the
consolidated results of operations, cash flows and stockholders’ equily of the Company
and its consolidated Subsidiaries for the 52 weeks ended September 28, 2002,
September 29, 2001 and September 30, 2000, all in accordance with GAAP
consistently applied. The Company's unaudited financial statements for the three
months ended December 28, 2002, the six months ended March 29, 2003 and the nine
months ended June 28, 2003 (the "Interim Financial Statements”) fairdy present or, in
the case of the June 28, 2003 Interim Financial Statements, will fairly present, in all
material respects the consolidated position of the Company and its consolidated
Subsidiaries as of December 28, 2002, March 29, 2003 and June 28, 2003,
respectively, and the consolidated results of operations, cash flows and stockholders'
equity of the Company and its consolidated Subsidiaries for the three months ended
December 28, 2002, the six months endad March 29, 2003 and the nine months ended
June 28, 2003, respectively, all in accordance with GAAP consistently applied (except
for the absence of foomate disclosure and changes from normal year-end adjustments),
No independent auditors’ report included with the Audited Financial Statements has
been revoked or qualified in any manner since its date. The Company has not, since
September 28, 2002, made any material change in the accounting practices or policies
applied in the preparation of the Audited Financial Statements. The Books and Records
of the Company and the Subsidiaries have been, and are being, maintained in all
material respects in accordance with GAAP. The management of the Company has (i)
designed disdosure controls and procedures to ensure that material information relating
1o the Company, including its consolidated subsidiaries, is made known to the
management of the Company by others within those entities and (i) has disclosed,
based on its most recent evaluation, to the Company's auditors and the audit cornmitiee
of the Board (A) all significant deficiencies in the design or operation of internal controls
which could adversely affect the Company's ability to record, process, summarize and
report financial data and have identified for the Company's auditors any matenal
weaknesses in intemal controls and (B) any fraud, whether or not material, that involves
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management or other employees who have a significant role in the Company’s intemail
controls.

208 Tille to Assets. The Company and the Subsidiaries have good and
markstable title to, or in the case of leaseholds, valid leasehold interests in, their
respeclive material Assets and Properties, free and clear of any Liens other than Liens
permitted under the DIP Facility or Liens that will be released or discharged pursuant to
the Confirmation Order at or prior to the Closing.

2.09 Legel Progeedings. Except for Claims that will be discharged
pursuant 1o the Confirmation Crder:

(a) other than the Reorganization Cases, there are no Actions or
Proceedings pending or, to the Knowledge of the Company, threatened
against, relating to or affecting the Company or any Subsidiary which
would reasonably be expected to (i) result in the issuance of an Order
restraining, enjoining or otherwisa prohibiting or making illegal the
consummation of any of the transactions contemplated by this Agreement,
or (ii) individually or in the aggregate with other such Actions or
Proceedings, have a Material Adverse Effect; and

{b) except for Orders of the Bankruptcy Court, there are no
Orders outstanding against the Company or any of its Subsidiaries whidh,
individually or in the aggregate with other such Orders, would reasonably
be expected to have a Material Adverse Effect or prohibit the
consummation of the transactions contemplated by this Agreement.

2.10 Benefit Plans; ERISA. (a) The Company has delivered or made
available to Buyer (i) full and complete copies or descriptions of each material
employment, severance, bonus, change-in-control, profit sharing, compensation,
incentive, termination, stock option, stock appreciation right, restricted stock, phantom
stock, performance unit, pension, retirement, deferred compensation, welfare or ather
employee benefit agreement, trust fund or other employee henefit arrangement and any
union, guild or collective bargaining agreement maintained or contributed to or requiréd
to be contributed to by the Company or any of its United States Subsidiaries for the
penefit or welfare of any director, officer, Employee or former Employee (such plans dnd
arrangements, as applicable, being collectively the “Benefit Plans™) and (ii) the Form
5500 filed in each of the two (2) mest recent plan years with respect to each Benefit
Plan required to file a Forrmn 5500 for the year.

{b) Except as would not, individually or in the aggregate, reasonably:be
expected to have a Material Adverse Effect, each Benefit Plan has been administered
and is in compliance with the terms of such Bensfit Plan and all applicable Laws.

(c)  The Company has not ever established, maintained or participatéd
in or had an obligation to maintain, contribute to or otharwise participate in any ;
multiemployer plan as defined in Section 3(37)(A) of ERISA. i

i

13 -
NY1-2076123w4

PATENT
REEL: 014196 FRAME: 0385



03 08:52 FAX 202 942 5999 _ A & P FAX CTR DC #4 ho29

(d)  Each Benefit Plan intended to be qualified under Section 401(a) of
the Code has received a favorable determination from the IRS, each trust related to
each such Benelit Plan is exempt under Section 501(a) or 501(c)(9) of the Code and !
nathing has ocourred since such favarable determination that would adversely affect
such qualification or tax-exempt status.

{2} (i) No “reportable event™ (as such term is used in Section 4043 of
ERISA) (other than those events for which the 30-day notice has been waived pursuant
to the reguiations) is pending with respect to any Beneifit Plan and (ii) no "accumulate
funding deficiency” (as such term is used in Section 412 or 4971 of the Code) has
occurred during the last five years with respect to any Benefit Plan.

No event has occurred that would subject the Company to any
material liability fo the IRS imposed by Chapter 43 of the Code or the Health Insurancs
Portability and Accountability Act of 1996.

No Benefit Plan (i) has been terminated, where such termination
has resulted in liability under Title IV of ERISA that, individually or in the aggregate \mth
all other such terminations, would reasonably be expected to have a Material Adverse:
Effect or (i) has, as of the date of this Agreement, received notification from the Pensibn
Benefit Guaranty Corporation that it has instituted proceedings to treat such Benefit
Plan as terminated (a2 "PBGC Event”).

) The consummation of the transaciions contemplated by this
Agreement will not (i) entitie any current or former Employes to severance pay,
unemployment compensation or any other payment or (i) accelerate the time of
payment or vesting, or increase the amount of compensation due to any such
Employee.

()] There are no pending claims by or on behalf of any Benefit Plan or
by any Employee or beneficiary covered under such Benefit Plan or otherwise involving
any such Benefit Plan (other than routine claims for benefits).

Except as otherwise provided in Saction 1114 of the Bankruplcy
Code (if and to the extent applicable), by its terms, each Benefit Plan can be unilaterally
amended or terminated by the Company within thirty (30) days, except as provided in :
Title IV of ERISA with respect to the Pension Plan. :

2.11 Labor Relations. MNeither the Company nor any Subsidiary is a
party to or bound by any collective bargaining agreement covering the Employees and,
to the Knowledge of the Company, there are no labor unions or other organizations
representing, purporting fo represent or atternpting to represent any Employees. The
has not occured or, to the Knowledge of the Company, been threatened any material,
strike, slowdown, picketing, work stoppage. conceried refusal to work overtime or athgr
similar labor activity with respect to any Employees. There are no labor disputes ;
currently subject to any grievance procedure, arbitration or litigation, or any Action or |
Proceeding, and there is no representation petition pending or, to the Knowledge of the
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Company, threatened with respect to any Employee. Neither the Company qur any
Subsidiary bas received any notice of the intent of any Governmenial Autho_nty o
responsible for the enforcement of labor or employment iaws to conduct an investigation
of the Company or any Subsidiary and, fo the Knowledge of the Company, no such

investigation is in progress.

212 Environmental Matters. (a) Except with respect to Claims that
have been or will be discharged pursuant to the Confirmation Order and Claims tha}.
individually or in the aggregate, would not reasonably be expected to have a Matenal
Adverse Effect, no written or. to the Knowledge of the Company, oral notification of a
release of 8 Hazardous Substance has been filed by or on behalf of the Company or
any Subsidiary since the Comprehensive Environmental Response, Compensation and
Liability Act of 1980 ("CERCLA") became effective, and no notice has been received by
the Company or any Subsidiary informing the Gompany ar Subsidiary of potential
liability for a release of a Hazardous Substance undar CERCLA or any other
Environmental Law, Except as would not reasonably be expected toa have a Material
Adverse Effect, no site or facility owned or operated, or that has been owned or
operated, by the Company or any Subsidiary is or has been isted on the CERCLIS
published by the U.S. Environmental Protection Agency or on any similar list maintained
by any state in which any Assets and Properties of the Company or any Subsidiary are
iocated.

(bt)  None of the Assets and Properties of the Company or any
Subsidiary contains or has been affected by the presence of any Hazardous Substance
in & manner that would reasonably be expected to have a Material Adverse Effect on
the Company

{c) Except as would not reasonably be expected to have a Material
Adverse Effect, the Company and its Subsidiaries are each in compliance with all
Environmental Laws with respact to the Assets and Properties, and neither the
Company nor its Subsidiaries has received any written nofice, which remains uncured,
alleging that the Company or its Subsidianes is in violation of any Environmental Law
with respect to the Assets and Propertias, and there exists no uncured violation, unpaid
fine or other liability relating to any violation of any Environmental Lawwith respect 1o
the Assets and Properties by the Company or its Subsidiaries.

2.13 Taxes. {a) The Company and each Subsidiary has filed, or caused
to.be filad, all material Tax Retums that it was reguired to file, Al such Tax Retums
were correct and complete in all material respacts. All material Taxes owed by the
Company or any Subsidiary (as shown on any Tax Retumn) have been paid. Neither the
Company nor any Subsidiary curvently is the beneficiary of any extension of time within
which to file any material Tax Retum,

{b) There is no material dispute or clairn concerning any Tax liability of
the Company or any Subsidiary either (i) ¢laimead or raised by any authority to the
Company ar any Subsidiary in writing or (ii) as to which the Company has Knowledge.
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{c) Neither the Company nor any Subsidiary has waived any statute of
limitations in respect of material Taxes or agreed to any extension of time with respect
to a material Tax assessment or deficiency.

{d) MNeither the Company nor any Subsidiary is & party to any tax
allgcation or sharing agreement. Neither the Company nor any Subsidiary (i) has been
a member of an affiliated group filing a consolidated federal income Tax Return, other
than a group the common parent of which was the Company, or (i) has any fiability for
the Taxes of any Person, other than any member of the group the common parent of
which is the Company, under Reg. § 1.1502-6 (or any similar provision of state, local, ar
foreign law), as a transferee or successor, by contract or otherwise.

{e) The reserve for Tax liability (other than any reserve for deferred
{axes established to reflect timing differences between book and tax income) set forth
on the face of the Audited Financial Statements was adequate under GAAP to cover
Tax liabilities of the Company and its Subsidiaries through the date thereof and (2) that
reserve as adjusted for operations and transactions through the Closing Date in
accordance with the past custom and practice of the Company and its Subsidiaries in
filing their Tax Returns as shown on the Final Balance Sheet will be adequate under
GAAP to cover Tax liabilities of the Company and its Subsidiaries through the Closing

Date.

i) Neither the Company, hor any Subsidiary, has sgreed to or will be
required, as a result of & change in method of accounting made in & Tax Retum or
report filed for a taxable period ending on or prior to the Closing Date, 1o include any
adjustment in taxable income under Section 481 of the Code (or any similar rule) for any
taxable period (or portion thereof) ending after tha Closing Date.

(9) No notice of a claim has ever been made that remains unresolved
with respedcl to the Company or any Subsidiary by a taxing authority in a jurisdiction
where the respeciive company does not file or join in the filing of a Tax Return that it is
or may be subject to Taxes in that jurisdiction.

n) Mo seller of assets or stock hereaunder is a “foreign person” (as that
term is defined in Section 1445 of the Code), and each selier of stock or assats
hereunder will provide a certificate to that effect in accordance with Treasury
Regulations Section 1.1445-2(b){2), on or before the Closing Date.

2.14 Intellectual Property. (a) All Intellectual Property owned by the

" Company or any Subsidiary that is material to the conduct of Business is owned free
and clear of any Liens or other restrictions on use or enjoyment, other than Liens
permitted under the DIP Faciiity or Liens that wilt be released or discharged pursvant to
the Confirmation Order at or prior to the Closing. Except for common law trademarks,
the material patents and trademarks that are included in such Intellectual Property have
been duly registered with, or are covered by pending applications filed with, the United
States Patent and Tradernark Office. The Company has taken such other commercially
reasonable actions to ensure the full protection of its and its Subsidiaries’ respective
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rights to, and fitle and interest in, such material Inellectual Property under applicable
Law. Such registrations and filings remain in full force and effect, in each case to the
extent material o the Businass.

(b) Neither the Company nor any Subsidiary is infringing on the
Intellectuat Property righis of any other Ferson, except where such infringement would
not, individually or in the aggregate. reasonably be expected to have a Material Adverse

Effect.

218 Insurance. All insurance policies of any kind or nature owned by or
issued to the Company or any Subsidiary, including policies for fire, life, theft, product
liability, public liability, property damage, other casualty, workers' compensation, '
employee health and welfare, title, property and Rability. with respect to the Business or
Assets and Properties are in full force and effect, are of a nature and provide such
coverage as is sufficient and as is reasonably appropriate or is customarily camed by
companies engaged in business similar to the Business, all premiums with respect
therato covering all periods up to and inciuding the date hereof have been paid, and na
notice of cancellation or termination has been received with respect to any such policy
which was not replaced on substantially similar terms pror to the date of such
cancellation. Section 2.15 of the Company Disclosure Schedule sets forth a true,
complete and correct list of all such insurance policies. Except as described in
Section 2.15 of the Company Disclasure Schedule, within the 36 months preceding the
date of this Agreement, the Company has not been refused any insurance, nor has its
coverage been limited in any material respect by any insurance carrier to which it has:
applied for any such insurance or with which it has carried insurance during the kast 12
months. All claims thereunder have been filed in a timely fashion and all claims that are
pending as of July 23, 2003 are sat forth on Section 2.15 of the Company Disclasure
Schedule.

2.16 No Undisclosed Liabilities. Neither the Company nor any
Subsidiary has any Liabilities of any nature, except (i) as disclosed or reserved against
in the Interim Financial Statements, (i} for Liabilities not required by GAAP to be
accrued, disclosed or reserved against in the tnterim Financial Stataments (other than
Liabilities that are Known to the Company, reasonably estimabla, matenal to the
Business and not required by GAAP to be accrued, disclosed or reserved against solely
because they are judged not to be probable or reasonably possible 10 occur), and (iii):
for Liabilities that (x) were incurred after March 29, 2003 in the ordinary course of
business consistent with past practice and (y) individually and in the aggregate have not
had and would not reasonably be expected to have a Material Adverse Effect.

2.17 Abgence of Changes. Since March 29, 2003, (i) there has not
occurred a Material Adverse Effect or any change, event or development that
individually or in the aggregate would reasonably be expected to have a Maferial
Agdverse Effect and (i) neither the Company nor any of its Subsidiaries has taken any
action that would be prohibited under Sections 4.01 and 4.02 after the date of this
Agreement.
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2.18 Rights Agreement. The rights agreement, dated as of December 3.

1097, as amended and restated, between the Company and Wachovia Bank, N.A.. as
rights agent, is inapplicable to the execution and entering into of this Agreement and the

consummation of the transactions contempiated hereby.

2.18 Restricted Funds Trust The assets of the Restricted Funds Trust
consist only of (2) cash or cash equivalents and (b} intercompany claims to be resolved
or satisfied in accordance with the Plan.

2.20 PBrokers and Finders. The Company has not entered into any
contract, arrangement or understanding with any person or firm which may result in the
obligation of the Company to pay any investment banking feas, inder's fees, or
brokerage commissions in connection with the transactions contemplated hereby.

221 Certain Limitations. The representations and warranties of the
Company in {a) 2.04(a) will not apply to an Asset Transaction and {b) 2.07(b) will not

apply to a Partial Asset Transaction.

2,22 No Omissions. No representation or warranty by the Company
contained in this Agreement, and no statement contained in this Agreement or any

Schedule fumished to Parent or Sub under or in connection with this Agreement,
contains any untrue statement of any material fact, or amits to state any material fact -

necessary in order to make the statements contained herein or therein not misleading.

223 Status. The representations, wamranties and covenanis of the
Company hereunder are given or made to Buyer in its capacity as a party to this
Agreement and may not be relied upon or enforced by Buyer in any other capacity,
inciuding as a creditor or other claimholder.

ARTICLE TH
REPRESENTATIONS AND WARRANTIES OF PARENT AND SUB

Parant and Sub represent and warrant to the Company as follows:

3.01 Comorate Existence. Each of Parent and Sub is a corporation duly
organized, validly existing and in good standing under the Laws of the state specified on
the signature page, and has all requisite power and authority to own, operate and lease
its assets and propertics and to carry on its business as presently conducted, except
where the failure to be in good standing or to have such power and authority wouid not
be reasonably expecied to have, individually or in the aggregate, a Material Adverse
Effect.

3.02 Authoritv. Except as otherwise determined by the Bankruptoy
Court, each of Parent and Sub has the requisite corporate power and authority to
execute and deliver this Agreement, to perform its obligations hereunder and to
consummate the transadlions cortemplated hereby. Except as otherwise determined
by the Bankruptcy Court, the execution and delivery by Parent and Sub of this
Agreement, and the performance by Parent and Sub of their respective obligations
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hereunder, have been duly and validly authorized by all necessary corporate action of
Parent and Sub, and no other corporate action on the part of Parant or Sub or their
respective stockholders is necessary to approve this Agreement or to consummate the
transaciions contemnplated hereby. This Agreement has been duly and validly executed
and delivered by each of Parent and Sub and, except as otherwise determined by the
Bankruptcy Court, constitutes its legal, valid and binding obligation, enforceable against
it in accordance with its terms, except as enforceability may be limited by bankruptcy,
insolvency, reorganization, moratorium or other similar Laws affecting the enforcement
of creditors’ rights generally and by general equitable principles (regardless of whether
such enforceability is considerad in a proceeding in equity or at Law).

3.02 No Confliicts. The execution and delivery by Parent and Sub of this
Agreement does not. and the performance by Parent and Sub of their respective
obligations under this Agreement and the consummation of the ransactions

contemplated hereby will nat:

(2) conflict with or result in a-violation or breach of any of the
terms, conditions or provisions of the Charter Documents of Parent or

Sub;

(h) excepl as otherwise determined by the Bankruptcy Court,
result in a violation or breach of any term or provision of any Law or Order
applicable to Parent or Sub, other than such violations or breaches (i)
which would not, individually or in the aggregate, reasonably be expected
to adversely affect the validity or enforceability of this Agreement or to
have a Material Adverse Effect, or {ii) as would occur solely as a result of
the identity or the legal or regulatory status of the Company or any of its
Affliates; or

() except as would not, individually or in the aggregate,
reasonably be expected to adversely affect the ability of Parent or Sub to
consummate the transactions contemplated hereby or to perforin its
obligations hereunder, and would not, individually or in the aggregate,
reasonably be expected to have a Material Adverse Effect, (i) resultin a
violation or breach of, (ii) constitute (with or without notice or lapse of time
or both) a default under, {ifi) require Parent or Sub to obtain any consent,
approval or action of, make any filing with or give any notice to any Person
as o result or under the terms of, {iv) result in or give to any Person any
right of termination, cancellation, acceleration or modification in or with
respect to, ofr {v) result in the creation or imposifion of any Lien on Parent
or Sub under, any Contract to which Parent or Sub is bound.

3.04 Govermmental Approvals and Filings. No consent, approval or
_ action of, filing with or notice to any Governmental Authority is required to be obtained
or made by Parent ar its Subsidiaries (including Sub) in connection with the execution,
delivery and perfurmance of this Agreement or the consummation of the transactions

contemplated hereby, except (i) for consents, approvals or actions of, and filings with or
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notice io, the Bankruptey Court, (i) for the necessary filings by Parent or its Afilliates
(including Sub) under the Exchange Act, the HSR Act or any antitrust or competition
Law of any foreign jurisdiction applicable to the transactions contemnplated by this
Agreement and the expiration or earfier termination of the applicable waiting period(s)
thereunder, and {iii) where the failure to obtain any such consent, approval or aclion, to
make any such filing or to give any such notice, individually or in the aggregate, would
not reasonably be expected to adversely affect the ability of Parent or Sub to
consummate the transactions contemgplated by this Agreement or to perform its
obligations hereundar of to have a Material Adverse Effect.

3.05 Legal Proceedings. Other than the Reorganization Cases, there
are no Actions or Proceedings pending or, to the Knowledge of Parent or Suls,
threatened against, relating to or affecting, Parent or Sub which would reasonably be
axpected to result in the issuance of an Order resiraining, enjoining or otherwise
prohibiting or making lllegal the consummation of any of the transactions cantemplated
by this Agresment.

3,06 Financial and Other Matters. (a) Parenthas, and as of the Closing
Date will have, sufficient cash, borrowing capacity under existing credit facilities which
Parent may draw without limitation {other than the delivery of customary certificates),
financing committed pursuant to the financing commitments listed on Schedule 3.06
{the "Financing Commitments™) and/or funds available under other agreements to fund
tha Purchase Price, to make any post-closing working capital adjustment payment
required of it under Section 1.05 and to make all other necessary payments of fees and
expenses of Parent in connection with the transactions contemplated by this
Agreement. If Buyer is funding the payments set forth in the first sentence of this
Section 3.06(a) with funds received pursuant to the Financing Commitment, then Buyer
represents and warrants that it has no reason to believe that the Financing Commitrnent
will not lead to the financing conternplated thereby.

(b) Sub is and as of immediately after the Closing will be a wholly
pwned Subsidiary of Parent. Since its organization, Sub has not engaged in any
aclivities except those incident to its organization and the execution, delivery and
performance of this Agreement.

ARTICLE VvV
COVENANTS OF THE COMPANY

4,01 Conduct of Business. Except as contemplated by this Agreement
or as set forth in Section 4.01 of the Company's Disclosure Schedule, the Company will,
and will cause the Subsidiaries to, operate the Business in the ordinary course of
business consistent in all materizl respects with past practice. Without limiting the
generality of the foregoing, subject to the qualifications in the prior sentence, the
Company will, and will cause the Subsidiaries to:

(a2) use reasonable efforts to preserve intact the present
business organization and reputation of the Business in all material
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respects, keep available (subject to dismissals and retirements in the
ordinary course of business) the services of the key Employees and
maintain the goodwill of key customers, suppliers and lenders of the
Business with whom the Company or any Subsidiary has significant
relationships:
(b) subject to Section 4.02, maintain the Assets and Properties

that are material to the operation of and used in the Business in good
working order and condition, ordinary wear and tear excepted;

(c) maintain in effect property damage., liability and other
insurance applicable to the Business or, in a Whele Company

Transaction, the Company;

(dy maintain in effect permits matertial to the operation of and
used in the Business;

(2) make expenditures on behalf of the Business for adverising,
capital expenditures and other capital items in amounts that are not
materially different from past practices in the ordinary course of business
or in excess of forecasted or budgeted amounts; and

7] pay all accounts payable and collect all accounts receivable
in accordance with past practice, and in any event in accordance with
prudent busingss practices.

Netwithstanding the foregeing, nothing in this Saction 4.01 will require the Company to
cause any Subsidiary af the Company that is not wholly owned to take or omit 10 take
any action that would reasonably be foreseen to cause such Subsidiary to breach any
Contract to which such Subsidiary is bound or require the Company to breach a
fiduciary duty to other owners of equity interests in such Subsidiary.

4,02 Ceortin Restriclions. Except as contemplated by this Agreement or

as set forth in Section 4.02 of the Company’s Disciosure Schedule, the Company will,
and will cause the Subsidiaries o, refrain from:

NYL2076123w

(a) other than in the ordinary course of business, acguiring or
disposing of, or incurring any Lien on, any Assets and Properties used in,
of, or related to the Business; provided, however, that the Company may,
vntil the fifth Business Day prior to the Closing Date, continue to sell or
otherwise dispose of (i) in a Whole Company Transaction, Assets and
Properties not exceeding $10,.000,000 in net proceeds pursuant to the
Bankruptcy Court's Order, dated January 17, 2002, establishing certain
procedures for the sale of miscellaneous assets, (ii) Excluded Assets, and

(i) Exciuded Balance Sheet Assets:

{b) authorizing, issuing, seliing or otherwise disposing of any
shares of, or securities convertible into or exchangeable or exercisable for
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or any Option with respect to any shares of, capital stock or share capital
of the Company or any Subsidiary. or modifying or amending any right of
any holder of outstanding shares of capital stock or share capital of or
Option with respect to the Company or any Subsidiary;

(c) amending any Charter Documents of the Company or any
Subsidiary or taking any action with respect to any such amendment or
any merger, consolidation, recapitalization, reorganization, liquidation or
dissolution of the Company or any Subsidiary;

{d) other than in the ordinary course of business, entering into,
amending, modifying, terminating (partially or completely), granting any
waiver under or giving any consent with respect to any Contract that is
material to the Business, whether the contracting party thereto is the
Company or any Subsidiary;

{e) other than in the ordinary course of business, purchasing,
canceling, prepaying or otherwise providing for a complete or partial
discharge in advance of a scheduled payment date with respect to, or
waiving any right under, any Liability of or owing to the Company or any
Subsidiary, or settling or compromising any litigation in an aggregate
principal amount for all such actions exceeding $5,000,000 (the
‘Setilement Cap”); provided, however, that (i) the Company may continue
to settle or compromise Claims, including litigation Claims, pursuant to the
Bankrupicy Court's Order, dated September 23, 2002, establishing certain
procedures for the settlement or compromise of certain Claims without
further approval from the Bankruptey Court and (i) any Claims setfled ar
compromised pursuant to such Order will not be included in the calculation

of the Setitement Cap;

(") declaring. setting aside or paying any dividend or other
distribution payable in cash. stock or property with respect to its capital
stock or redeeming, repurchasing or otherwise acquiring any shares of its
capital stock, other than dividends or distributions by a direct or indirect
Subsidiary to its parent corporation;

{g) declaring or effecting any stock split, capital reorganization
or reclassification of its capital stock or taking any similar action;

{h) incurring any indebtedness for money borrowed, issuing or
selling any debt securities or warrants or rights to acquire any debt
securitiss of the Company or any Subsidiary, or incurring any Contingent
Qbligations other than in the ordinary course of business consistent with
past practices, including indebtedness under the DIP Facility; provided,
however, that in no event may the Cormpany incur labilities (i) under
Letters of Credit in excess of 110% of the balance {approximately $18.9
million} of such Lettars of Credit as of July 24, 2003, (i) under FX
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Contracts in excess of $4.0 million in principal amount, or (iil) under
foreign purchase contracts for wool in excess of 120% of the guantities
contracted as of July 24, 2003 {(approximately 313 million);

(i) granting any material increase (or, in the case of any
executive Employee or director at the Company, any increase) in the
fringe benefits or compensation payable or to become payable by the
Company or any of its Subsidiaries to any Emplayee or director of the
Company or any Subsidiary thereof;

except for payments permitted under the Company's
Severance Plan or the KERP, adopting, amending or otherwise materially
tncraasing (or in the case of any executive Employea or director of the
Company, increasing), or accelerating the payment or vesting of the
amounts payable or to become payable to any Person who is an
Employee or director of the Company of any Subsidiary, under any
existing Benefit Plan, bonus, incentive compensation, deferred
compensation, severance, profit sharing, stock option, stock appreciation
right, restricted stock purchase, insurance, pension, retirement or other
employee benefit plan, agreement or arrangement;

(K) except for paymentis permitted under the Company's
Severance Plan or the KERP, entering into or amending in any material
respect (or, in the case of any exacutive Employee or director of the
Company, in any respect) any existing employment or severance
agreement with, or, except in accordance with the existing written policies
of the Company or existing contracts or agreements, granting any
severance or termination pay to, any Person who is an Employee or
director of the Company or any Subsidiary;

()] changing in any material respect the accounting principles
used by it in effect as of the date hereof unless required by GAAP:

(m)  writing down (other than is consistent with the Company
Accounting Principles and Policies) or writing up the value of any of the
Company’'s inventory (including write-downs by reason of shrinkage or
markdowns) in excess of $50,000, or determining as collectible any of the
Company's accounts receivable in excess of $50.000, or any portion
thereof in excess of $50,000, which were previously considered
uncaollectible;

ig}) entering into any collective bargéining agreement coveting
the Empiloyees;

(o) other than in the ordinary course of business consistent with
past practice, making any Tax election, amending any Tax Return, setlling
any Tax Liability, or not retaining Books and Records with respect to Tax
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matiers pertinent to the Company and the Subsidiaries related to any
taxable period before the Closing Date and having a Tax effect aftar the
Ciosing; or

{(p) entering into any Contract to do any of the foregoing.

The covenants in Sections 4.02(b). 4.02(c). 4.02{(e), 4.02(f), 4.02(h), 4.02(i) and 4.02(j)
(as apphcable to the Company) will not apply to a Partial Assel Transaction.
Notwithstanding the foregoing, nothing in this Section 4.02 wili require the Company to
cause any Subsidiary that is not wholly owned to fake or omit 1o take any action that
would reasonably be foreseen tu cause such Subsidiary to breach any Contract to
which such Subsidiary is bound or require the Company to breach a fiduciary duty io
other owners of equity interests in such Subsidiary.

A03 Affiliate Transactions. Prior to the Closing and except as provided
herein or on Section 4.02 of the Company's Disclosure Schedule, the Company will not,
and will cause the Subsidiaries not to, engage in any transaction with any officer,
director or Affiliate of the Company or any Subsidiary outside the ordinary course of
business. I requested by Parent, the Company will use its commercially reasonable
efforis to cooperate with Buyer in order to transfer 1o a newly created direct or indirect
wholly owned Subsidiary of the Company, effective upon the Closing, Assets and
Properties that Parent and the Company agree in good faith there is a business reason
to segregate from other Company Assets and Properties.

: 4.04 Sollcitation, Confidentiality, Etc. {a) From the date hereof to the
date of the Auction Approval Order, the Company will not be prohibited or restricted
from taking (or authorizing or permitting its Affiliates or Representatives from taking),
directly or indirectly, any action to solicit, negotiate, assist or otherwise knowingly
facilitate (inciuding by furnishing confidential information with respect to the Company or
any of its Subsidiaries or permitting access to the Assets and Properties or Books and
Records of the Company or any of its Subsidiaries) any offer or inquiry from any Person
conceming an Altemafive Transaction.

(=) Subsequent to the date of the Auction Approval Order, the
Company will not take, nor will it authorize or permit any of its Affiliates (or atthorize: or
permit any of the Representatives acting for or on behalf of the Company or any of its
Affiliates) to take, directly or indirectly, any aclion to solicit, negotiate, assist or
otherwise knowingly facilitate (including by furmishing information as deseribed above)
any offer or inquiry from any Person conceming an Altemative Transaction, except that
the Board will be entitled to furmish information to or enter into discussions or
negotiations with any Person that makes a bona fide unsolicited wrilten proposai for an
Alternative Transaction thereafter, if and only {o the extent that (i} the Bankruptcy Court
issues an Order that the Board must do so, (i) the Company has entered into a
confidentiality agreement with such Person after the date hereof having terms and
conditions that, in the gaasd faith judgment of the Company, are no more: faverable to the
Person or less favomble to the Company than the Confidentiality Agreement, (i) the
Company has promptly provided to Buyer a copy of such Order and, prior to furnishing
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such information to, or entering into discussions or negotiations with, such Person, the
Company has provided written notice to Buyer to the effect that it is furnishing such
information to, or entering into discussions or negotiations with, such Person, which
notice shall identify such Person and the proposed tenns of such Altermnative
Transaction in reasonable detail, and (iv) the Company keeps Buyer promptly informed
of the status and all material information with respect to any such discussions or
negofiations. Nathing in this Section 4.04 will permit the Company 1o terminate this
Agreement {(except as specifically provided in Article 125). Any violation of the _
restrictione seat forth in this Section 4.04 by any exeautive officer, director, investment
banker, attorney or other advisor or representative of the Company or any of its
Subsidiaries will be deemed to be a breach of this Section 4.04 by the Company.

{c) The parties agree that (i) any information furnished to or obtained
by Buyer or any of its Representatives during the period from the date of this Agreement
1o the Closing Date as a result of the Company providing access as contemplated by
Section 4.05 and (i) the terms and conditions of this Agreement, the agreements
referred to herein and the transactions contemplated hereby and thereby will in each
casa be treated by Buyer as confidential on the same terms and conditions as those set
forth in the Confidentiality Agreement. Notwithstanding the foregoing, the parties
acknowledge that this Agreement (fogether with the Annexes, Exhibits and Schedules
attached hersto) or any other agreement to which a Buyert entity is a party will be filed
with the Bankruptcy Court and made publicly available, and disclosures related to the
transactions contermnplated by this Agreement and the agreements referred to herein will
be made to the Company’s creditors, Representatives and other persons having an
interest in the Reorganization Cases, and may be filed with the SEC or other
governmental authority. Any such filings and disclosures by the Company or any of its
Representatives will not violate any confidentiality obligations owing to any party,
whether pursuant to the Confidentiality Agreement, this Agreement or otherwise.
Furthermore, this Section 4.04(c) will not limit the disclosure of information by the
Company in connection with the administration of the Reorganization Cases or preclude
any filing or other communication with the Bankruptey Court, or disclosure to creditors
or other Representatives, made by the Company in good faith.

{d) Notwithstanding anything to the contrary in this Agreement, the
Confidentiality Agreement or any other express or implied agreament or understanding
to which the panlies hereto are parties or by which they are bound and, subject to any
requirements to keep such information confidential in order to comply with federal or
state securities Laws, the obligations of confidentiality contained herein and therein, as
they relate to the Transaction, will not apply to the “tax structure™ or "tax treatment™ (as
those terms are used in Section 1.6011-4(b}(3) (or any successor provision) of the
Treasury Regulations (the “Confidentiality Regulation™) promulgated under Section 6011
of the Code) of the Transaction, and each parly hereto and its respective
Representatives may disclose to any Person the “tax structura™ and “tax treatment” of
the Transaction (as those terms are defined in the Confidentiality Regulation) and all
materials of any kind (incduding opinions or other tax analyses) that are provided relating
to such tax treatment and tax structure. For the avoidance of doulit, this authorization is
not intended to permit disclosure of any information or the portion of any materials not
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relevant to the tax treatment or fax structure of the transaction. Each party hereto
acknowledges that it has no proprietary or exclusive rights 1o any tax matier or tax
structuring idea or proposal related to the Transaction.

4.05 Access fo Information. Prior to the Closing the Company will, and
will cause each of its Subsidiaries and their respective officers, employees and other
Representatives to, afford to Parent, Mohawk and their respective Representatives
reasonable access to the properties, books, contracts, commitments, personne! and
records relating to the Business and will cause each of its Subsidiaries and their
respective officers, empluyees and Repraseniatives to, fumish promptly to Parent,
Mohawk and their respective Representatives any and all information (including
financial and operating data) concaming such business, properties, financial condition,
operafions and personnel as Parent or Mohawk may from time to time reasonably
request; provided, however, that any such access and inspection {a) will be provided
during normal business hours under the supervision of the Company’s personnel and in
such a manner as to maintain the confidentiality of such information, this Agreement
and the transactions contemplated hereby, (b) will not interfere unreasonably with the
business eperations of the Company or its Subsidiaries or require the Company or any
of its Subsidiaries to breach any contract or 1o violate any Law, and (c) will not involve
any audit, testing or sampling procedures to which the Company does not agree in its
reasonable discretion. No investigation pursuant to this Section 4,05 will affect any
representations or warranties of the Company herein or the conditions to the obligations
of the parties hereto. -

4.06 Penpsion Plan; Early Refirees Healih Care Plan; Nonqualified
Retirement Plans: Split-Daollar Arrangements. Effective as of the eartier of immediately
following the Closing Date or September 30, 2003, the Company will, and will cause its
Subsidiaries 1, take all action necessary or appropriate to validly amend the Pension
Plan and the Early Retirees Health Care Plan such that (a) no Person who isnot a
pardicipant in the Pension Plan or the Early Retirees Health Care Plan as of the effective
date of the amendment may thersafter become a participant in the Pension Plan or the
Early Retirees Health Care Plan; (b) nc Person who is a participant in the Pension Plan
or the Early Retirezs Health Care Plan afier the effective date of the amendment may
thereafter make any further contribution to the Pension Plan or the Early Retirees
Health Care Plan {other than premiums, in the ¢ase of the Early Retirees Health Care
Plan); {¢) benefit accruals under the Pension Plan shall cease to be effective no later
than September 30, 2003 and thereafier no Person shall eam any additional benefits
under the terms of the Pension Plan; provided, however, that this clause (¢) will not
resuit in the reduction of the accrued benefit of any participant under the Pension Plan
nor in altering the method of calculating the lump sum distributions under the Pension
Plan; and (d) the premiums paid by participants under the Eardy Retirees Health Care
Plan will be adjusted in accordance with written instructions from Parent or Sub. The
Company will use its reasonable best efforts to obtain from each Transferred Employee
who is a participant in the Burfington industries, In¢. Supplemental Executive
Refirement Flan (the "Burington SERP") and the Buriington Industries, Inc. Benefits
Equalization Flan (the “Burdington Equalization Plan™), a writien waiver of his or her right
1o any benefit under the Burlington SERP and/or the Burdington Equalization Plan,
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effective upon the adoption of the New SERP and New Equalization Plan referenced in
Section 6.01 and the receipt of documentation evidencing such Employee’s inclusion
therein (subjectio the execution of such waiver}. Subject to the consent of each
Employee who ias enlered into & split-doliar agreement with the Company and who will
be offered employment by Parent or Sub immediately after the Closing Date, the
Company will amend the split-dollar agreement of such Employee 1o replace the
Company with Parent or Sub with respect to all rights and iiabilities under such split-
dollar agreement contingent upon the Closing and the Employee becoming employed
by Parent or Sub. The provisions of this Section 4.06 will apply to a Stock Transaction
and an Asset Transaction. In addition, in an Asset Transaction. the additional
provisions set forth on Annex A will also apply to the extent set forth therein.

4.07 Deposit. Until the Clasing or earlier terrnination of this Agreement,
the Company will maintain the Deposit in an escrow account. Such escrow account
shall be an interest-bearing account, pursuant to the terms of the Bidding Procedures,
-and any interest on the Deposit shall be defiverad to the party receiving such Deposit.
The parties agree and acknowledge that the Deposit is not an asset of the Company or
its Affiliates and is not a pan of their bankruptcy estates, uniess and unfil disbursed to
the Company under and in accordance with Section 9.02 of this Agreement.

4.08 Opening Bidder. At the Auction, the Company will dasignate (a)
this Agreement as the "Qpening Bid" for purposes of the Bidding Procedures and (b}
Buyer as the "Opening Bidder” for purposes of the Bidding Procedures Order.

ARTICLE V
BANKRUPTCY AND OTHER COVENANTS

5.01 Bankmuptcy Court Filings. (a) Within 10 Business Days of the date
of the Auction, if Buyer is selected as a Successful Bidder, the Company will, and will
cause each of the Deblor Subsidiaries to, file, or amend as appropriate, the Plan and
the Disclosure Statement with the Bankruptcy Court, and thereafter the Company will,
and will cause each of the Debtor Subsidiaries to, use their reasonable best efforts to
abtain Bankruptcy Court approval of the Disclosure Statement and entry of the
Confirmation Order a5 soon as reasonably practicable. The Plan and the Disclosure
Statement will include terms and conditions that effect the transactions contemplated by
this Agreement on the terms and subject to the conditions set forth herein, and will not
include any terms or conditions that are inconsistent with the terms and conditions set
forth herein. Prior to the filing by any Debtor of the Plan, the Disclosure Statement, any
amendmaent or supplement to the foregoing, or any motion or other pleading describing
or affecting the transaction contemplated by this Agreement, with the Bankruptcy Court,
the Company will (i) provide a copy thereof the Buyer and its counsel, (ii) provide Buyer
and its counsel a reasonable opporiunity to review and comment on such document,
amendment, supplement. proposed order, motion or pleading and (i) incorporate any
reasonable comments of Buyer and its counsel into such document, amendment,
supplement, proposed order, motion or pleading. The Company will provide to Buyer
and to counsel for Buyer, on the same day as filed, copies of any and ali pleadings filed
by the Debtors with respect to the Reorganization Cases. Without limiting the generality
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of the foregoing. the Company will use its reasonable best efforts to cause the
Confirmation Order to contain the provisions set forth on Exhibit E hereto and such
other provisions as may be requested by Parent and Sub that are not wnreasonable
after review of drafts of such document prior to its submission to the Bankruptcy Court.

() The Company will, and will cause each of the Debtor Subsidiaries
to, ensure that the Disclosure Statement, as filed with the Bankruptcy Court, complies
with the Bankruptcy Code and ather applicable Law. Parent will cooperate with the
Company in the Company's efforts to prepare and file the Plan and the Disclosure
Statement, including by providing the Company with any necessary or appropriate
information regarding Buyer required to be included in the Disclosure Statement. The
Plan and the Disclosure Statement will contain the recommendation of the Board and of
each other Debtor, in each case as of the date hereof. that holders of Claims against or
interests in the Debtors entitled to vote an the Plan vote 1o accepl the Plan, except to
the extent otherwise ordered by the Bankruptcy Court. Each parly hereto will promptly
notify the other party if at any time before the Closing Date such party becomes aware
that the Disclosure Staternent contains any untrue statement of 2 material fact or omits
to state a matetial fact required to be stated therein or necassary to make the
staternents. contained therein, in light of the circumstances under which they were
made, not misieading. tn such event, the Company will make the appropriate filings
with the Bankruptcy Court regarding such misstatement or omission and take such
other actions to address such misstatement or omission as required by the Bankrupicy
Court.

{c) if the Confirmation Order or any other Orders of the Bankruptcy
Court relating 1o this Agreement, the Disclosure Statement or the Plan is appealed by
any pariy {or a pefition for cerfiorari, motion for rehearing, reargument, reconsideration
or revocation, or other motion attacking the Order is filed with respect thereto), each
party will, and the Company will cause the Debtor Subsidiaries to, take all such steps as
it datermines to be reasonable and appropriate to defend against such appeal, petiion
or motion and to use reasonable best efforts to obtain an expedited resolution of any
such appeal, petition or motion, in any such case with the objective of effecting the .
transactions contemplated by this Agreement on the terrns and subject to the conditions

set forth herein.

(d) As soon as is reasonably practicable afier the date of the Auction
(but in no event more than three Business Days after the date of the Auction), if Buyer is
selacted as a3 Successful Bidder, the Company will seek (1) approval of the Bankruptcy
Couwt of (a) the provisions of this Agreement to be performed by the Company before
the Closing (including Article IV and Aricle V) and (b) Sections 4.04, 5.04, 5.05, 8.01
and 9.02 of this Agreement and (2) the findings by the Bankruptcy Court substantially ta
the effect that the Company conducted the Auction and selected Buyer as a Successful
Bidder in accordance: with the Bidding Procedures, that the Auction was fair in
substance and procedure and that this Agreement constitutes the highest and best offer
and proposal for the Company or, in the case of a Partial Asset Transaction, the
appiicable Business (the "Auction Approval Order™).
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() Buyer will not file any pleading or take any other action in the
Banknuptcy Court with respect to this Agreement, the Plan or the consummation of the
transactions contemplated hereby or thereby that is inconsistent with performing and
carrying out the provisions of this Agreement in accordance wi!:h the: terms and s_ubjed
to the conditions herein; provided, however, that nothing contained in the faregoing will
be construed 1o limit in any way Buyer's rights under this Agreement, including Buyer's
rights under Article [X of this Agreement, or to limit Buyer’s rights to advocate for the
approval of this Agreement and the Plan effectuating it and against any Alternative
Transaction or Plan that does not effectuaie this Agreement.

502 Assumption ontracts Between Exearion and Closing, On or
aftar the date of this Agreement, neither the Company nor any Debtor Subsidiary will
assume any employment agreement or other Benefit Plan providing for any payment
(on a change of control or otherwise) as a result of the Closing or effectiveness of the
Plan, or any other material Contract in the Reorganization Cases without the prior
written consent of Parent. Any cure costs assodated with the assumption of Contracts
pursuant 1o this Agreement will be assumed and satisfied after the Closing Date in the
ordinary course of business or as otherwise provided in the Confirmation Order or other
QOrder of the Bankruptey Court authaorizing the assumption of Contracts; provided that
any such other Order must be in form and substance reasonably satisfactory to Parent.

5.03 Effects of the Plan (a) Without limiting the provisions of Section
5.01 as to the requirements of the Plan, the Plan will specifically provide that, and will
contemplate all necessary transfers, assumptions and other actions by the Debtors,
such that, at or upon the Closing:

Q) Eaquity in the Company. If the Transaction is a Stock
Transaction, the Company Shares constitute all of the issued and
outstanding shares of capital stock of the Company and, immediately after
the Closing, are duly and validly issued, fully paid and nonassessable,
and, immediately after the Closing, there are no Options of any kind
outstanding with respect to the capital stock of the Company;

(ii) Equity in Debtor Subsidiaries. All of the Subsidiary Equity
Interests held by the Company or any direct or indirect Subsidiary of the
GCompany in a Debtor Subsidiary are cancelled in exchange for newly
issved equity interests in such Debtor Subsidiary, constituting ali of the
issued and outstanding equity interests in such Debtor Subsidiany, and
there are no Options of any kind outstanding with respect to any
Subsidiary Equity Interests in a Debtor Subsidiary,

{ii) Assumed Contracts. The only Contracts under which
Liability will exist are those Conlracts that (x} have been entered into by
the Company or such Debtor Subsidiary after the Petiion Date or {y) have
been assumed by the Company or such Debtor Subsidiary prior to the
date of this Agreement pursuant to an Order of the Bankruptcy Court listed

on Section §.03(a)(ii) of the Company’'s Disclosure Schedule, or (z) are
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assumed in accordance with Section 5.02 {coliectively, the “Assumed
Contracis™); and

(v) Business Assets and Properfies. Except as setforth in
Section 5.03(a)(iv) of the Company's Disclosure Schedule, all Assets and
Properties, as such Assets and Properties exist on the Closing Date, are
revested in the Company or, if applicable, Sub or the Debtor Subsidiary
and are owned, leased or held by the Company or, if applicable, Sub or
the Debtor Subsidiary, free and clear of all Liens other than as permitted

by the Fian.

() Liabilities. Without limiting the provisions of Section 5.01 as to the
requirements of the Plan, the Plan will specifically provide that and will contemplate all
necessary transfers, assumptions and other actions such that:

(i) At or upon the Cloging, all Liabilities of the Company and
each of the Debtor Subsidiaries relating to the Business (including
Liabilities related to environmental and Tax Laws) are discharged by the
Plan to the full extent a discharge could be granted to a non-individual
operating Chapter 11 debtor with the maximum right to discharge under
Section 1141 of the Bankruptcy Code or any ather provision of the
Bankruptcy Code, other than as provided in the Plan;

(i) From and after the Closing, all parties in interest whose
claims against the Company or a Debtor Subsidiary are discharged by the
Plan have no recourse against the Company or, if applicable, Sub or any
Debtor Subsidiary or any of their respective Assets and Properties for any
consideration of any nature whatsoever for such discharged claim, or for
any resolulion of any disputes relating to or arising from such discharged
claim;

(ili) At or upon the Closing, there are no non-current Liabilities of
the Company or any Debtor Subsidiary relating to the Business of a nature
required by GAAP to be accrued, disclosed or reserved against in the
Company's consolidated financial statements, except for such Liabilities
as are not discharged by the Plan; and

(iv)  Tothe maximum extent permitted by applicable Law, at or
upon the Closing, Buyer, the Debtors and their respeciive directors,
officers, agents, attorneys, Affiliates, employees and other representatives
are released and exculpated from any and all Liabilities based on, arising
from, or related to the negotiation or preparation of tha Plan and this
Agreement, the conduct of the Auction or the conduct and administration
of the' Reorganization Cases in any other respect, except to the extent that
any such Liability arises solely from fraudulent or willful misconduct and
except that nothing in such provision of the Plan shall impair Buyer's rights
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to enforce any provision of this Agreement to be performed on or after the
Closing Date.

5.04 |Insurance. Prior to the Closing, and without limiting Section 6.02,
the Company will make arrangements to acquire for the benefit of its directors, officers
and employees, and prior to the Closing the Company will fully pay for, insurance
extending for a six-year period all directors and officers liability, fiduciary {including
ERISA) and efrors and omissions insurance existing as of the date hereof to the extent
applicable to acts or omissions occurring in whole or in part prior to or on the Closing

Date.

505 GCerain Other Provisions. K the Transaction is an Asset
Transaction, the Plan will provide that the Company will continue in existence after the
Ciosing Date and operate in the manner sst farth in Annex A, including, in the case of a
Partial Asset Transaction, using reasonable efforts to (a) provide Transitional Services
to the Business on the terms contemplated by the form of Transition Services
Agreement attached thereto and (b) license or cause to be licensed the Licensed
Trademarks to the Business on the terms contemplated by the form of Trademark
License Agreement attached thereto.

5.06 Further Assurances. (a) Subject to the terms and conditions of this
Agreement, each party will, and will cause its Subsidiaries to, use all reasonable efforts
(i) to take, or cause to be taken, all actions necessary, proper or advisable to comply
promptly with all legal requirements which may be imposed on it or its Subsidiaries with
respect to this Agreement and the transactions contemplated hercby, and, subject to
the canditions set forth in Articles VIl and VIl hereof, to consummate the transactions
contempiated by this Agreement as promptly as praciicable, and (i) to obtain (and to
cooparate with the other parties to obtzin) any consent, authorization, order or approval
of, or any exemption by, any Govemmental Authority and any other Person that is
required to be obtained in connection with this Agreement and the other transactions
contemplated hereby, and to comply with the terms and conditions of any such consent,
authorization, order or approval. Without limiting the foregoing, with respect to any
Contracts for which any required consent or approval is not obtained prior to the
Closing, each party will use their reasonable best efforts to obtain any such consent or
approval after the Closing Date until such consant or approval has been obtained.

{b) Subiect to the terms and conditions of this Agreement, each parly
will use all reasonable efforts to tzke, or cause to be taken, all actions. and to do, or
cause to be doneg, all things necessary, proper or advisable to consummate and make
effective, as soon as practicable afier the date of this Agreernent, the transactions
contemplated hereby, including using all reasonable efforts to lift or rescind any
injunction or restraining order or other order adversely affecting the ability of the parties
to consummate the transactions contemplated hereby and using all reasonable efforts
to defend any litigation, including any motion, seeking to enjoin, prevent or delay the
consummation of the transaclions contempiated hereby.

31
NY-2076123w

PATENT

ode

REEL: 014196 FRAME: 0403



3 08:59 FAX 202 942 5999 A & P FAX CTR DC %4 Aoar

(¢)  Subject to the terms and conditions of this Agreement, each parnty
will make or cause to be made any filings required by it or any of its Affiliates under any
faderal antitrust laws with respect to the transactions contemplated by this Agreement
promptly and in any event within five Business Days after the date of the Auction and
will also comply as scon as practicable with any request made by the U.5. Federal
Trade Commission, the U.8. Department of Justice ar any other Governmental Authority
{each, an "Antitrust Authority”) under any state or federal antitrust laws for additional
information, documents or other materials of it or any of its Affiliates, Each party will
use its reasonable best efforts to fumish all information, and will provide such
reasonable assistance as another party may request, in order to make any filing or
provide any information that may be required by law by any Anfitrust Authority in
cannection with the transactions contemplated hereby. Each party will promptly inform
the other parties of the status and subsiance of any communication with any Antitrust
Authority regarding the transactions contemplated by this Agreement and any proposals
to or from any Antitrust Authority regarding the transactions contemplated by this
Agreement. No party will independently participate in any formal meeting, investigation
or other inquiry with any Antitrust Authority without first giving the other parties notice of
such meeting, investigation or inguiry and, to the extent permitted by such Antitrust
Authority, the opportunity to attend and/or participate, and each parfy will cooperate with
the other parlies in connection with any analysis, appearances, presentations,
memoranda, briefs, arguments, opinions or proposals made or submitted on its behalf in
connection with proceedings under any state or federal antitrust laws or any other
related laws that is required for the consummation of the ransactions contemplated by
this Agreement.

(&) In no event shall Parent, Sub or Mohawk be required to agree to (i)
any prohibition of or limitation on the ownership or operation of any portion of their
respective businesses or assets, (i) divest, hold separate or otherwise dispose of any
portion of its or their respective businesses or assets, (i) any limitation on their ability to
acquire or hold, or exercise full rights of ownership of, the Assets and Properties of the
Business, or (iv) any other limitation on their ability to effectively control their respective
businesses or operations.

ARTICLE VI
COVENANTS OF PARENT

Parent covenants and agrees with the Company that Parent will, and will
cause Sub to, comply with all covenants and provisions of this Article VI.

6.01 Emplovee Matters. Except as provided in Section 4.06 with respect
to the Pension Plan and the Eary Retirees Health Care Plan, for purposes of all
employee benefit plans (as defined in Section 3(3) of ERISA) and other employment
agreements, arrangements and policies of the Company or its Subsidiaries or Buyer
under which an Employee’s benafits (including for purposes of determining entitlement
to vacation, severance and other benefits) depend, in whale or in part. on length of
servica, credit will be given to Employees as of the date hereof or hereafier for service
with the Caompany or its Subsidiaries prior to the Closing Date, provided that such
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crediting of service does not result in duplicetion of benefits. Parent will, orwill cause its
Subsidiaries (inciuding, if applicable, the Company or Sub) to, assume and honor in
accordance with their terms all employee benefit plans (as defined in Section 3(3) of
ERISA) and the other Benefit Plans (other than the KERP, the Burlington SERP and the
Burlington Equalization Plan); provided, howgver, that such Persons may amend,
modify or terminate any Benefit Plan in accordance with its terms and applicable law;
provided. further, that, for a period of at least two years after the Closing Date, no such
amendment, medification or terminatiors may resutt in compensation {including salary or
wage rate, as applicable, and bonus opportunity) and benefits (including severance) to
employees that are less favorable, in the aggregate, than the compensation and
benefits that are provided to them immediately prior to the Closing Date. Parent will,
and will cause Sub to, adopt a supplemental retirement plan (the *“New SERP™ and a
benefits equalization plan (the "Naw Equalization Plan®) which will cover each
Transferred Employee who has fumished the Company with a written waiver of benefits
under the Burfington SERP and the Burlington Equalization Plan within 45 days of the
Closing Date. The New SERP and the New Equalization Flan will be adopted, effective
as of the Closing Date, will provide each covered Employee with vested benefits which
are equivalent to the benefits each such Employee had accryed and in which each such
Empioyee was vested as of the Effective Date under the Burlington SERP and the
Butington Equalization Plan and will recognize service with the Company or s
Subsidiaries prior to the Closing Date for all purposes. The provisions of this Section
6.01 will apply to a Whole Company Transaction only. In addifion, in an Asset
Transaction, the addifional provisions set forth Annex A will also apply to the extent set
forth therein. Parent and/or Sub (if applicable), and the Company agree that Parent
and/or Sub shall be a successor to the Company for purpases of the Pension Plan.

6.02 Letters of Credit and Surety Bonds. Buyer will obtain substitufions
for, or {if allowed by the lender(s) under the DIF Facility) secure back-to-back
arrangements with respect 1o, the outstanding letters of credit issued under the DIP
Facility and the Company's outstanding surety bonds, in each case relating to thae
Business, including any replacements thereof and any other letters of cradit issued
under the DIP Facility and surety bonds arising in the ordinary course of the conduct of
{he Business subsequent to the date of this Agreement; provided, however, that in no
event will Buyer be obligated to obtain substitutions or secure any such back-to-back
amrangements to the extent such substitutions or arrangements support obligations that
are Unassumed Liabilities.

6.03 Deposit If Buyaris to be selectad as the Successful Bidder, as a
condition to such selection, Buyer will wire transfer the Deposit in immediately available
funds payable to the Company. The Deposit will be held in an interest-bearing account,
pursuant to the terms of the Bidding Procedures, and any interest on the Deposit shall
be delivered to the party receiving such Deposit.
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ARTICLE Vi
CONDITIONS TO OBLIGATIONS OF BUYER

The obligation of Buyer hereunder to consummate the transactions
contemplated hereby is subject to the fulfillment, at or before the Closing, of each of the
following conditions (all or any of which may be waived in whola or in part by Parent (on
behalf of itself and Sub} in its sole discretion):

.01 ~Represgntations and Warranfies. The representations and
warranties made by the Company in this Agreement shzall be true and correct in all

material respects (except for such representations and warranties that are qualified by
their terms by referenca to materiality or Material Adverse Effect, which representations
and warranties as so qualified shall be Tue and comrect in all respects) on and as of the

Closing Date as though made on and as of the Closing Date.

7.02. Performance. The Company shall have performed and complied
with, int all rnaterial respects, the covenants required. by this Agreement to be performed
or complied with by the Company at or before the Closing.

he Company shall have delivered to Buyer a

I ateand executed on behalf of the Company by the Chief
Executwe ‘Officer and Chnef Financial Officer of the: Company, substantially in the form
of Exhibit B hereto, and a certificaie, dated the Closing Date and executed by the
Secretary of the Company, substantially in the form of Exhibit C hereto.

7.04 Orders andl aws. There shall not be in effect on the Closing Date
any Order or L.aw restraining, enjoining or otherwise prohibiting or making illegat the
consummation of the transactions contemplated by the Plan or this Agreement.

7.05 Requiatory Consents and Approvals, All consents, approvals and

actions of, filings with and notices to any Gavernrhental Authority set forth on Saction
7.05 of the Company’s Disclosure Schedule shall have been obtained, made or given
and shail be in full foree and effedt, all terminations or expirations of waiting pariods
imposed by any Govemmental Authority with respect thereto, including under the HER
Act, shall have occurred, and the waiting periods under the HSR Act with respect to that
certain filing made by Mohawk for the acquisition of the Lees Business shall have
expired or been terminated, in each case without limitation, condition or restriction that
would materially adversely affect the ability of Farent, Sub or Mohawk o own. control or
operate, through the Company or Sub, as applicable, the Business purchased or to be

purchased.

706 Confirmation Order. The Confirmation Order, in a form providing
for the effectuation of all the transactions contemplated by this Agreement in
accordance with the terms and provisions hereof, shall have been entered by the

- Bankruptcy Court, at Jeast ten days shall have passed since the antry of such order,

such order s!‘nall not be subject to any stay. appeal or maotion for rehearing, rearqument,
reconsiderabion or revocation, and sll conditions to the effectiveness of the Plan (or the
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sccurrence of the Effective Date as defined in the Plan) shall have been satisfied or duly
waived in accordance with the Plian.

7.07 Deliveries. {a) If the Transaction is a Stock Transacton, the
Company shall have issued and/or defivered to Buyer certificates representing the
Company Shares, free and dear of all Liens, and the Debtor Subsidiarias shall have
issued cerificates or other evidence of ihe applicable Subsidiary Equity Interests, free
and clear of all Liens, to their respective parent entities.

{b) If ihe Transaction is an Asset Transaction, the Debtor Subsidianies
shall have issued cerlificates or other evidence of the applicable Subsidiary Equity
Interasts to their respect parent entities of, if such parent enlity was the Company prior
to the Closing. to Sub. In addition, the Company shall have delivered:

(i) Deeds and bills of sale in customary form to effect the
transfer of the Purchased Assets to Sub {with the same terms and scope
as the comparable transfer documentation by which the Company
acquired such assets);

(i) Stock certificates representing the Subsidiary Equity
interests, duly endorsed in blank or accompanied by duly executed stock
powers endorsed in blank or, in the case of Subsidiaries that are limited
liability companies, an executed assignment form transferring all
membership interests of such Subsidiaries; and

(i) in the case of a Partial Asset Transaction. a duly executed
Trademark License Agreement and Transition Services Agreement.

7.08 Material Adverse Effect. Since the date of this Agreement, there
shall not have occurred any Material Adverse Effect (or in the case of a PBGC Event, 2
Material Adverse Effect shall not reasonably be expectaed to occur as a result of such
PBGC Event).

7.09 Bankrupicy Proceedings. The Plan and the Confirmation Order
shall contsin provisions effecting the transactions contemplated by this Agreementin
accordance with the terms and provisions hereof and not contain any provision which is
materially inconsistent with this Agreement.

710 Escrmow Agreement. The Company shall deliver to the Buyer a duly
executed copy of the Escrow Agreement.

71 @Tbe Company shall have received the consents
required. if any, und ntracts listed in (c)(i) of Section 2.03 of the Company's
Disdlosure Schedule, as well as any other Contracts the failure of which to obtain
consent to the assignment of would reasonably be expected to have a Material Adverse

Effect.
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7.12 Total Cash. The Purchased Assets shall include Total Cash of at
jeast $128.0 million.

7.3 Closing Conditions. All other Closing Conditions shall have been
satisfied.

Notwithstanding the foregoing, Parent's and Sub's obligations fo consummate the
transactions conlemplated hereby shall not be relieved by the failure of any of the
foregoing condifions if such failure is the result, direct or indirect, of any breach by
Parent or Sub of its material obligations under this Agreement with respect to the
transactions contemplated hereby.

ARTICLE vill
CONDITIONS TQ'OBLIGATIONS OF THE COMPANY

The obligation of the Gompany hereunder to consummate the ransactions
contemplated hereby is subject to the fulfillment, at or before the Closing, of each of the
following conditions (all or any of which may be waived in whole or in part by the
Company in its sole discretion):

8.01 Representations and Warranties. The representations and
warranties made by Parent or Sub in this Agreement shall be true and correct in all
material respects (except for such representations and warranties that are qualified by
their terms by reference to materiality or Material Adverse Effect, which representations
and warranties as so qualified shall be true and correct in all respects) on and as of the
Closing Date as though made oo and as of the Closing Date.

8.02 Performance. Parent and Sub shall have performed and complied
with, in all material respects, the covenants required by this Agreement to be so
performed or complied with by Parent or Sub at or before the Closing,

8.03 Closina Certificales. Parent shall have delivered to the Company a
cerificate, dated the Closing Date and axeaned on behalf of Parent by the Chief
Executive Officer or Chief Financial Officer of Parent, substantially in the form of
Exhibit D hereto.

B.04 Orders and Laws. There shall not be in effect on the Closing Date
any Order or Law restraining, enjoining or otherwise prohibiting or making #legal the
consummation of the transactions contemplatad by the Plan or this Agreement,

8.05 Regulatory Consents and Appmovals. All consernts, approvals and
actions of, filings with and notices to any Governmental Authority set forth on Section
7.05 of the Company's Disclosure Schedule shall have been obtained, made or given
and shall be in full force and effect and all terminations or expirations of waiting periods
imposed by any Governmental Authority with respect thereto, including under the HSR
Act, shall have occurred. :
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8.06 Confirmation Order. The Confirmation Order, in a form providing
for effectuation of all the transactions contemplated by this Agreement in accordance
with the terms and provisions hereof, shall have been entered by the Bankruptcy Court,
at least ten days shall have passed since the entry of such order, such order shall not
be subject to any stay, appeal or notice for rehearing, reargument, reconsiderstion or
revocation and all conditions to the effectiveness of the Plan {(or the occumrence of the
Effective Date as defined in the Plan} shall have been satisfied or duly waived in
accordance with the Plan.

8.07 Deliveries, If the Transaction is an Asset Transaction, Buyer shall
have delivered:

{a) One or more assumption agreements in customary form to
effect the assumption of the Assumed Liabiliies;

: .! All certificates required by all relevant taxing authorities that
are necessary to support any claimed exemption from the imposition of
Transfer Taxes: and

() In the case of a Parlial Asset Transaction, a duly executed
Trademark License Agreement and Transition Services Agreament.

8.08 Other Transactions. If the Transaction is a Partial Asset
Transaction, the closings of the sales of the Company's other businesses (the "Qther
Business Sales”) shall have occurred.

B.09 Closing Conditions. All other Closing Conditions shall have been
satisfied.

Notwithstanding the foregoing, the Company’s obligations to consummate the
transactions contemplated hereby shall not be relieved by the failure of any of the
foregoing conditions if such failure is the result, direct or indirect. of any breach by the
Company of its material obligations under this Agreement, the Plan or the Confirmation
Order with respect {o the transactions contemplated hereby. Buyer hereby
acknowledges and agrees that there are substantial conditions to Closing that are
vutside the Company’s direct control, including approval of this Agreement by the
Bankruptcy Courl and creditor voting, and that there can be no assurance that the
Cilosing will ocour. In the event that the Closing hereunder does not occur for any
reason other than the intentional breach of this Agreement by the Company, the only
remedy avaitable to Buyer, in addition to the payment contemplated by Section 9.02(b)
if required by the express terms thereof, will be to seek an Order for @ mandatory
injunction from the Bankrupicy Court compelling the Closing to ocour and inno
circumstances except an intentional breach of this Agreement will the Company or any
other Person have any liability or obligation for monetary damages arising therefrom,
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ARTICLE IX
TERMINATION

9.01 Termination This Agreement may be terminated, and the )
transactions contemplated hereby may be abandoned, at any time prior to the Closing

Date:
(a) By mutual written agreement of the parties hereto;

{b) By the Company or Parent upon nofification to the norn-terminating
party by the terminating party:

(i) at any time after the date which Is 270 calendar days after
the date of this Agreement (the "Termination Date™), if the Closing has not
been consummated on or prior to such date and such failure is not caused
by a breach of this Agreement by the terminating party;

(i)  if there has been a material breach of any representation,
warranty or covenant (or any breach of any representation or warranty that
is qualified by its terms by reference to materiality or Material Adverse
Effect} on the part of the non-terminating party and such breach is not
curable or, if curable, has not been cured within 15 Business Days
foliowing receipt by the non-terminating party of notice of such breach

from the terminating pany;

(i)  if (A) any court of competent jurisdiction (other than the
Bankruptcy Court) or other competent Governmentai Authority (other than
the Bankruptcy Court) has issued an Order which has become final and
nonappealable or {B) any Law (other than the Bankruptsy Code) is in
effect, in either case restricting or restraining in a matesial manner or
enjoining or otherwise prohibiting or making illegal the effectuation of the
transactions contemplated by this Agreement; or

(iv)  ifthe Bankruptcy Court has issued an Order {including an
Order denying confirmation of the Plan) which has become final and
nonappealabile rastricting or restraining in & materal manner or enjoining
or otherwise prohibiting or making illegal the effectuation of any of the
ransactions contemplated by this Agreement;

(c) By Parent or the Company if, following the Auction, the Auction
Condition is not satisfied;

(d) By Parent or the Company if the Bankrupicy Court confirms a plan
of reorganization for the Debtors that does not contempiate the transacticns
contemplated by this Agreement;
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() By Parent or the Company if the Bankruptcy Court approves or the
Company enters into a definitive agreement providing for an Altemative Transaction
{(other than a confidentiality agreement as described in Secltion 4.04); or

6 By Parent or the Company at any time within the three Business
Days commengcing on July 31, 2003 if the Bankruptcy Court has not issued the Auction
Approval Order (as it may be amended by the agreement of Buyer and the Company).

9.02 Effect of Temmination (@) K this Agreement is validly terminated
pursuant to Section 9.01, this Agreement will forthwith become null and void, and there
will be no liability or obligation on the part of any party hereta (or its respeciive
Representatives or Affiliates), except that (i) the provisions with respect to expenses in
Section 12.04 and the provisions of this Article IX will continue to apply following any
such termination, (i} nothing contained in this Agreement will relieve any party from any
Liability for any willful or material breach prior to such termination of such party's
representations, warranties, covenants or agr@ements set forth in this Agreement, and
{ii)) if the Deposit has already been paid to the Company and this Agreement is
terminated at a time when the Company did not have the right to terminate this
Agreement pursuant to Section 9.01(b)(ji), then the Company will, immediately following
such termination, pay ta Buyer, by wire transfer to an account designated by Parent, an
amount equal to the Deposit plus any accrued interest thereon. The termination of this
Agreement will not affect the Confidentiality Agreement, which will continue in full force
and effect.

: {b) Subject to the Auction Approval Order in respect of any payments
not authorized by the Bidding Procedures, in the event that (i) this Agreement is
terminated pursuant to Section 9.01(b){iv)}, (c), (d) or {e) or by Parent pursuant to
Section 9.01(b)(ii} (each, an "Unapproved Termination Event™) or Section 9.01(c) (an
"Approved Termination Event™) and (i) at the time of such termination, the Company
could not have tenminated this Agreement pursuant to Section 9.01(b)(ii), then, the
Company will, upon such termination {in the ¢ase of a termination as a resyli of an
Unapproved Termination Event) or upon the closing of a transaction with the Successful
Bidder in the Auction (in the case of a termination as a result of an Approved
Termination Event), pay to Buyer a terminafion fee in the amount of the "Termination
Fee" spacified on the signature page hereto. which amount will be deemed to include
any and all costs and expenses incurred by Buyer in connection with this Agreemeant
and the transactions contemplated hereby. Any fee payable under this Section 9.02(b)
will be paid immediately to Buyer upon termination by wire transfer of immediately
available funds of the Company, The parties expressly acknowledge and agree that, as
of the date of this Agreememt (1) the Bidding Procedures QOrder permits the Termination
Fee to be paid to Buyer upon an Approved Termination Event, and then only to the
extent set forth therein, and (2) the Termination Fee will not be payable to Buyer as a
result of a termination for any other reason, including an Unapproved Termination
Event, unless and until approved by the Auction Approval Order or other Order of the
Bankruptcy Court; provided, however, that nothing herein will imit the Company's
obligations under Section 5.01(d).

35
NY}-2076123w

PATENT
REEL: 014196 FRAME: 0411



13 08:02 FAX 202 942 5999 A & P_FAX CTR DC #4 o555

ARTICLE X
TAXES

10,01 Taxes Borne by the Company and its Subsidiaries. All sales,

transfer, use {including, without fimitation, gains and income taxes) or other sirpilar
Taxes not exampt urder Section 1146(c) of the Bankruptcy Code that may be imposed
as a direct result of the Asset Transaction pursuant to this Agreement will be bome

solely by the Company.

10.02 Pro-Rated Taxes. In the event of an Asset Transaction, other than
Taxes set forth In Section 10.01, iftems of Tax relating to real and personal praperty
Taxes and assessments on property acquired by Buyer hereunder shall be pro-rated
between Buyer on the one hand and the Company on the other hand as of the Closing
Date. All such pro-rations shall be allocated so that items relating to time periods
ending on or prior to the Closing Date shall be allocated to the Gompany and items
relating to time periods beginning on or after the Closing Date shall be allocated to

Buyer.

10.03 Purchase Price Allocation. In the event of an Asset Transaction,
the Purchase Price, as adjusted pursuant to Section 1.04 and 1.05, will be allocated
among the Assets and Properties in accordance with the fair market value of the assets
and the methodology agreed to by the Company and Parent prior to the Closing. The
parties will file all Tax Retums (inciuding amended return and claims for refund) and
information reports in a manner consistent with such allocation, and shall use
reasonable best efforts to sustain such allocaiion in any subsequent fax audit or tax
dizpute. Buyer and the Company shall promptly notify each other of the
commencement and progress of any audit, investigation, or other proceeding by any
taxing authority relating to the allocation of the Purchase Price.

10.04 Bulk Sales. Fach of the parties hereto waives compliance with any
applicable provisions of the Uniforrn Commercial Code Article 6 {Bulk Sales or Bulk
Transfers) or analogous provisions of Law, as adopted in the states in which the
Businass is conducted as such provisions may apply to the transactions contemplated
by this Agreement.

ARTICLE XI
DEFINITIONS

11.09 Definitions. (a) Defined Temns. As used in this Agreement, the
following defined terms have the meanings indicated below:

"Accourting Firt™ means (a) Deloitte & Touche LLP, (’b) Ernst & Young
LLP, {c) KPMG LLP, (d} PricewalerbouseCoopers LILP, or {e) the Initial Independent
Accountant.

*Actions ar Proceedings™ means any action, suit, proceeding, arbitration or
Governmental Authority investigation.
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~Additiona!l Pension Underfunding” has the meaning ascribedto it in
Section 1.08.

=Affiliate” means any Person that directly, of indirecily through one or more
intermediaries, controls or is controlled by or is under commen control with the Person
specified. For purposes of this definition, control of a Person means the power, direct or
indirect. to direct or cause the direction of the management and policies of such Person
whether by Contract or otherwise.

"Agreemenf” means this Acquisition Agreement, the Exhibits and
applicable Annexes hereto, the Company's Disclosure Schedvle and the certificates
delivered in accordance with Sections 7.03 and 8.03, as the sama may be amended

from time to time.,

“Alternative_Transaction™ means a definitive agreement providing for a
merger, consolidation or other business combination including the Company of any of
its Subsldiaries, or any acquisition or similar transaction (including a tender or exchange
offer for debt or equity} other than the transactions contemplated by this Agreemaent,
involving, In the case of a Whole Company Transaction, {(a) the purchase of (i) alior a
substantial part of the Assets and Properties of the Company and its Subsidiaries
{*substantial part” meaning at least 25% by book value of the Company's consolidated
assets), (i) 25% or more of the outstanding Gapital stock of or secured claims against
the Company, or (iii) 25% or more of the outstanding shares of the capital stock of or
secured claims against its Subsidiaries, or (b) in the case of a Partial Asset Transaction,
the purchase of substantially all of the applicable Purchased Assets or any other
transaction which is intended or could be reasonably expected to preclude the
consummsaiion of the transaction contemplated by this Agreement.

“Antitrust Authority” has the meaning ascribed to it in Section 5.06(c).
"Approval Natice” has the meaning ascribed to it in Section 1.05(b).

~Approved Termination Evenf' has the meaning asaibed to it in Section
9.02(b).

“Assets and Properties™ of any Person means all assets and properiies of
every kind, nature, character and description (whether real, personal or mixed, whether
tangible or intangible, wherever situated and by whomever possessed), including the
goodwill related thereto, operated, owned or leased by such Person, provided, however,
that in an Asset Transaction, "Assets and Properfies™ will mean "Purchased Assets” as
defined in Annex A.

“Asset Transaction” means a Whole Company Asset Transaction or a
Partial Asset Transaction.

“Assumed Administrative Claims”™ means those allowed administrative
claims to be assumed by Buyer on the Effective Date pursuant to the Plan.
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“Assumed Copfracts™ has the meaning ascribed to it in Section 5.03(a)(ii).
~Auction” has the meaning ascribed to it in the Bidding Procedures.

“Auction Approval Order™ has the meaning ascribed to it in Section
5.01(d).

‘Aucﬁon Condition™ has the meaning ascribed to it in the forepart of this
Agreament.

=aAudited Financial Statements™ has the meaning ascribed to it in Section

2.07(b).

"Balance Sheet” means (a) in the case of a Whole Company Transaction,
a consolidated balance sheet of the Company and a balance sheet reflecting the
Purchased Assets and Assumed Liabilities pnmarily related to the Lees Business,
excluding cash and cash equivalents, prepared in accordance with the Company
Accounting Principles and Policies and (b) in the case of a Partial Asset Transaction, a
halance shest reflecting the Purchased Assels and Assumed Liabilities (as defined in
Annex A) related {o the applicable Business, prepared in accordance with the
Accounting Principles and Policies but excluding cash and cash equivalent assets, in
any such case as of the date specified thersin,

"Bankruptcy Code™ has the meaning ascribed to it in the forepart of this
Agreement.

“Bankruptcy Conditions™ has the meaning ascribed to it in the forepart of
this Agreement.

“Bankruptcy Court” has the meaning ascribed to it in the forepart of this
Agreement.

“Benefit Liabifities” has the meaning ascribed to it in Section 1.08.
"Benefit Plans” has the meaning ascribed to it in Section 2.10(a).

"Bidding Procedures™ means the bidding procedures for the sale of the
Company approved by the Bankruptcy Court on March 5, 2003 and amended by the
consent order on April 4, 2003, as may be from time to time amended (the "Bidding
Procedures Order”). A copy of the Bidding Procedures are attached hereto as

Exhihit F_
“Board" has the meaning ascribed to it in the forepart of this Agreement.

“Books and Records™ means books of account, minute books, stock
record books e_md other similar business regords.
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"Burlington Equalization Plar’ has the meaning ascribed to it in Section
4.06.

Buriington SERP" has the meaning ascribed to it in Section 4.06.

“Business” means (a) in a Stock Transaction, the marketing and
manufacturing of softgoods for apparel and interior fumishings as it is conducted by the
Company on the date hereof and (b) in an Agset Transaction, the "Business” as defined

in Annex A.

“Business Day" means a day other than Saturday, Sunday or any other
day on which banking institufions in New York, New York are required or authorized to
close by law or executive order.

“Buyer” has the meaning ascribed to it in the forepart of this Agreement.
“CERCLA" has the meaning ascribed to it in Section 2.12(a).

*Charier Documents” means such Person's certificate or articles of
incorporation, memorandum and articles of association, by-laws, limited liability
company operating agreement, and other comparabie constitueni, charter or
organizational documents, as appiicable in such Person's junsdiction of formation.

"Claims" means any claim against any Debtor, as "claim” is defined in
Bankruptcy Code Section 101(5).

“‘Clostng” has the meaning ascribed o it in Section 1.03(a).
"Closing Conditions™ has the meaning ascribed to itin Section 1.03(a).

“Closing Date™ has the meaning ascribed to it in Section 1.03(a).
“Closing Financials * has the meaning ascribed to it in Section 1.05(a).

*Cade™ means the Intemal Revenue Code of 1986,

“Gombany” has the meaning ascribed to it in the forepart of this
Agreement.

“Company Accounting Principies and Policies™ has the meaning ascribed
to it in Section 1.04.

“Company’s Disclosure Schedule” has the meaning ascribed to it in the
preamble ta Article I. :

"Company SEC Documents” means the Company’s annual report on
Form 10-K, guariety reports on Form 10-Q and current reports on Form 8-K, but does
not inglude any exhibits attached thereto, filed with the SEC and publicly available on or
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after January 1, 2002 and prior to the date of this Agreement, as amended to the date of
this Agreement.

“Company SEC Reports™ means all required registration statements,
prospectuses, reporis, schedules, forms, statements and other documents required to

be filed by the Company with the SEC since January 1. 2001.
~Companyv Shares™ has the meaning ascribed to it in Section 1.01.

"Confidentiality Agreement” means the agreement entered into between
Parent and the Company regarding certain confidential information to be provided to

Parant by or on behalf of the Company in connection with the transactions
contemplated hereby.

*Confidentiality Regulation” has the meaning ascribed to it in Section

4.04(d).

“Confirmation Condition” has the meaning ascribed to it in the forepart of
this Agreement.

“Confirmation Order” has the meaning ascribed to it in the forepart of this
Agregement.

“Contingent Obliaations” means, as applied to any Person, any direct or
indirect liability of that Person: (i) with respect o guaranteed Indebtedness and with
respect to any Indebtedness, lease. dividend or other obligation of another Person if the
purpose or intent of the Person incurring such liability, or the effect thereof, is to provide
assurance to the obligee of such liability that such liability will be paid or discharged, or
that any agreements relating thersto will be complied with, or that the holders of such
liability will be protected (in whole or in part) against Inss with respect thereto; {")any
letter of credit issued for the account of that Person ar as to which that Person is
otherwise liable for reimbursement of drawings (collectively, “Letters of Credit");

(it} under any foreign axchange contract, cumrency swap agreement, irderast rate swap
agreement or ather gimilar agreement or arrangement designed 1o alter the risks of that
Person arising from fluctuations in currency values or interast rates (collectively, “EX
Contracts™); (iv) any agresment, contract or transaction involving commaodity options or
future contracts; (v) to make take-or-pay or similar payments if required regardless of
nonperformance by any other party or parties to an agreement; or (vi) pursuant to any
agreement to purchase, repurchase or otherwise acquire any cbligation or any property
constituting security therefor, to provide funds for the payment or discharge of such
obligation ar to maintain the solvency, financial condition or any balance sheet item or
level of income of another.

: “Contract” means any agreament, lease, license, evidence of
Indebtedness, mortgage, indenture, security agreement or other contract, provided,
howeaver, that in an Asset Transaction, “Contracts™ will be limited to Contracts primarily
related to the Business.
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*Debtors” has the meaning ascribed to it in the forepart of this Agreement.

*Debtor Subsidiaries™ has the meaning ascribed to it in the forepart of this
Agresment.

“Deposif” means (1) $10.0 million in a Whole Company Transaction and
(2) in a Partial Asset Transaction, Parent’s pro rata share of $10.0 million, determined
by multiplying $10.0 willion by a fraction, the numerator of which is the Purchase Price

and the denominator of which is the sum of the Furchase Frice plus the purchase prices
of the Other Business Sales.

“DIP Facility” means the debtor-in-possession financing facifity, dated as
of December 12, 2001, among the Company and the various financial institutions
named as lendears therein, as amended from time to fime.

“Rigclosure Statement™ has the meaning ascribed to it in the forepart of
this Agreement.

“Disputed liems™ has the meaning ascribed to it in Secfion 1.05(b).
“Dispuie Notice™ has the meaning ascribed to it in Section 1.05(b).
“Dispute Period” has the meaning ascribed to it in Section 1.05(b).

“Distribution Trust” means the trust established pursuant to the Plan to
distribute funds 10 creditors of the Debiors following the Closing in accordance with the

Plan,

“Distribution Trust Represemative™ means the representative of the
Distribution Trust 85 established under the Plan,

“Early Retirees Health Care Plan” means the Company’s health care plan
for Employees electing early retirement as in effedt as of the date hereof.

"Effective Date” means the date the Plan becomes effective.

“Emplovee” means each employee, officer or consultant of the Company
or any of its Subsidiaries. provided. however, that in a Partial Asset Transaction such
employee, officar or consultant was primarily invalved in the applicable Business.

"Environmental Law™ means any Law relating to (i) the control of any
pollutant, or protection of the air, water, land or human health or safety with respect
thereto, (i) solid. gaseous or liquid material and waste generation, handiing, treatment,
storage, disposal, or transportation. and {jii} Hazardous Substances. “Environmenta]
Laws™ shall include, without limitation, the provisions of the Comprehensive
Environmental Response, Compensation and Liability Act, Resource Conservation and
Recovery Act, the Clean Water Act, the Clean Air Act, the Taxic Substances Control
Act, the Bafe Drninking Water Act, the Federal Water Pollution Control Act and the

45
NYI-2076123w3

PATENT

REEL: 014196 FRAME: 0417



03

09:04 FAX 202 942 5999 A & P_FAX_CTR DC #4

Federal Insecticide, Fungicide and Rodenticide Act, and the Emergancy Planning and
Community Rightto-Know Act.

*ERISA" means the Employee Retirement Income Security Act of 1974, as
amended.

‘Escrow Agent” has the meaning ascribed to it in Section 1.03(b).
“Escrow Agregment’ has the meaning ascribed to it in Section 1,.03(b).

“Escrow Amount” means $30 million.

“Escrow Determinstion Date” has the meaning ascribed to it in Section
1.06(d}.

“Exchange Act” means the Securities Exchange Act of 1934, as amended.
"Exciuded Assets” has the meaning ascribed to it in Apnex A.

"Excluded Balance Sheet Assets” has the meaning ascribed to it in
Section 1,07

"Exclyded Balance Sheet Assets Agareqgate Net Proceeds™ has the

meaning ascribed to it in Section 1.07.

“Final Balance Sheef has the meaning ascribed to it in Section 1.05{a).

"Final Monthly Pension Statement” has the meaning ascribed to it in
Section 1.08.

"Einal Pre-Closing Working Capital’ has the meaning ascribed to it in

Section 1.05(a).

“Final Pre-Closing Working Capifal Schedule™ has the meaning ascribed 10
it m Section 1.05(a).

“GAAP" means United States generally accepted accounting principles,
consistently applied throughout the specified period and in the immediately prior
comparable period.

"Governmental Authority” means any court, tribunal, arbitrator, authority,
agency, commission, official or other instrumentaiity of tha United States, any foreign
country or any domeastic or foreign state, county, city or other political subdivision.

"Hazardous Substance” means any substance or waste that (i) is
regulated by or for which iiability can be imposed under any Environmental Law, or is
defined. listed or identified as a “regulated waste®, "solid waste”, "hazardous wasta”,
“hazardous substance”, "hazardous matenal”, "hazardous constituent™, “restricted
hazardous material”, “extremely hazardous substance™, “toxic substance”,
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“~ontaminant”, “petroleum product,” *pollutant”, "toxic pollutant” or words of similar
meaning and regulatory effect thereunder;, (i) is toxic, explosive, corrosive, lammable,
infectious, radicactive, carcinogenic, mutagenic or otherwise hazardous and is
regulated as such by any Governmental Authority under any Environimental Laws or (iii)
is or contains asbestos, polychlorinated biphenyts, petroleum or pefroleum derived
substances or wastes.

*HSR Act” means Section 7A of the Clayton Act (Titie 1l of the Hart-Scott-
Radino Antitrust iImproevements Act of 1976, as amended) and the rules and regulations
promuigated theraunder.

-indebtedness” of any Person means all obligations of such Person (i) for
borrowed maney, (i} evidenced by notes, bonds, debentures or similar instruments, (i)
for the deferred purchase price of goods or services (other than trade payables or
accruals incurred in the ordinary course of business), (iv) under capital leases, and (v)

_in the nature of guarantees of the obligations described in clauses (i) through (iv) above

of any other Person. .
"indetnnified Liabilities™ has the meaning ascribed to it in Section 6.02(a).
"Indemnified Partiss™ has the meaning ascribed to it in Section 6.02{(a).

*Independent Accountant” has the meaning ascribed to it in Section

1.05(b).

*Independent Accountant Schedule™ has the meaning ascribed to itin
Section 1.05(b}.

“Iniial Independent Accountanf’ means the parly specified on the
signature page.

“Intellectuat Property” means all patents and patent rights, trademarks and
tradernark rights, trade names and trade name rights, and assodated goodwill, sarvice
marks and service mark rights, service names and service name rights, brand names,
inventions. copyrights and copyright rights, processes, formulae, trade dress, business
and product names, logos, slogans, trade secrets, indusirial models, processes,
designs, methodologies, computer programs (ncluding all source codes) and related
documentation, technical information, manufacturing, engineering and technical
drawings, know-how and all pending applicationg for and registrations of patents,
trademarks, service marks and copyrights. .

"Interim Financial Statements” has the meaning ascribed to it in Section
2.07(b), except that in a Partial Asset Transaction the term "Interim Financial
Statements” means the unaudited financial statements for the applicable Business
attached to Amnex A..

“IRS™ means the United States Interna! Revenue Service.
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*KERP"~ has the meaning ascribed to it in Annex A.

“Knowledge” and "Known” mean the actual knowledge of the executive
officers of the applicable Person.

*Laws" means all laws, statutes, rules, regulations, ordinances and other
pronouncements having the effect of law of the United States, any foreign country or
any domestic or foreign state, county, city or other political subdivision or of any
Govemmental Authority. :

*t aes Buginess” means the business of the Company and its Subsidiaries
of marketing and manufacturing tufted, synthetic carpet for commercial uses, inchading
broadioom carpet, carpet tiles and six-foot vinyl-backed carpet.

~_iabilities" means all Indebtedness, obligations and other Habilities of a
Person (whether absolute, accrued, contingent, fixed or otherwise, or whether due or to
become due).

"Licensed Trademarks™ has the meaning ascribed to itin Annex A,

“Liens" means any mortgage, pledge, assessment, security interest, lease,
lien, adverse claim, lavy, charge or other encumbrance of any kind, or any conditional
sala Contract, title retention Contract or other Contract to give any of the foregoing.

“March Balance Sheel® means (a) in a Whele Company Transaction, the
consolidated balance sheet of the Company, as of March 29, 2003, included in the
Cornpany’s quarterly report on Form 10-Q for the quarter ended March 29, 2003 and (b)
in a Parlial Asset Transaction, the Balance Sheet for the applicable Business as of
March 23, 2003.

“Material Adverse Effect” means a material adverse effect on the
business, financial condition or results of operations of such Person and its
Subsidiaries, taken as a whole, except to the extent resulting from (i) any changes in
general United States or global economic conditions, {ii) any changes in general
economic conditions in industries in which the Person operates which changes do not .
affect Parent or the Company, as the case may be, disproportionately relative to other
entities operating in such industries, (ilf} any dedine in the market price of the cormmon
stock of such Person, and (iv) any scts of terrorism or war (whether against a nation or
otherwise). Whern used in relation to the representations or warranties of the Company
ar the conditions fo the obligations of Buyer in Arlicle VIl (together, the "Company
Specific-Provisions™), a "“Material Adverse Effect” as so defined will be determined by
reference to (8) in @ Whole Company Transaction, either the Company and its
Subsidiaries, taken as a whole, or separately, the Lees Business, taken as a whole, and
{b) in a Partial Asset Transaction, the applicable Business, taken as a whole. When
used in relafion to the representations and wamranties of Buyer or the conditions to the
obligations of the Company in Article VIl (collectively, the “Parent-Specific Provisions™),
a “Material Adverse Effect” as so defined will be determined by reference to Parent and
its Subsidiaries, incuding Sub {but not including the Company), taken as a whole.
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"Mohawk" means Mohawk Indusiries, Inc.

"Morthly Pension Statement” has the meaning ascribed to it in Section

1.08.
"Net Assets”™ has the meaning ascribed to it in Section 1.08,
*Opening Bid" has the meaning ascribed to it in the Bidding Procedures.
“New Equalization Plag” has the meaning asaribed 10 it in Section 6.01.
“New SERF™ has the meaning ascribad to it in Section 6.01.

“Option” with respect to any Person means any security, right,
subscription, warrant, opfion, “phantom” stock right, swap, hedge, derivative or other
Contract that gives the right to {i) purchase or otherwise receive or be issued any
shares of capital stock of, or any membership interest, ownership interest or other
equity interest in, Such Person ar any security of any kind convertible into or
exchangaable or exercisable for any shares of capial stock of, or any membership
interest, ownership interest or other equity interest in, such Person or (i) receive or
exercise any benefits or rights similar to any rights enjoyed by or accruing to the holder
of shares of capital stock of, or any membership interest, awnership interest or ather
equity interest in, such Person, including any rights to participate in the equity or income
of such Person or to participate in or direct the election of any directors, managers or
officers of such Person or the manner in which any shares of capital stock of such
Person are voted or that reduces the risk of ownership of any security of any such
Person or, in the case such Person is a limited liability company, to act as, or enjoy the
rights of, a member of such Person, :

"Order” means any writ, judgment, decree, injunction or similar order of
any Governmental Authority (in each such case whether preliminary or final).

*Other Business Sales” has the meaning ascribed to itin Article VL.
“Parent™ means the company specified on the signature page.

“Partial Asset Tmnsaction” has the meaning ascribed 1o i In Section 1.01.
*PRGC Event" hias the meaning ascribed to it in Section 2.10{g)-

*Pension Plan™ means the Company's defined benefit pensgion plan as in
effect as of the date hereof,

*Pension Underfunding” has the meaning ascribed to it in Section 1.08.
“Person” means any natural person, corporation, limited iiability company,

general partnership, limited partnership, proprieforship, other business organization,
trust, union, association or Governmental Authority.
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“‘Petition Daie” has the meaning ascribed to it in the forepar of this
Agresment.

“Plan” has the meaning ascribed to it in the forepart of this Agreement.

*Preliminary Balance Sheef” has the meaning ascribed to it in Section
1.04.

"Preliminary Pre-Closing Cash® has the meaning ascribed to it in Section
1.04.

"Praliminary Pre-Closing Cash Schedule™ has the meaning ascribed to it in
Section 1.04.

"Pre-closing Monthly Pension Statement” has the meaning ascribed to it in
Section 1.08.

“Preliminary Pre-Closing Working Capital” has the meaning ascribed to it
in Section 1.04.

"Praliminary Pre-Closing Working Capital Schedule™ has the meaning

ascribed to it in Section 1.04.

"Purchase Price” has the meaning ascribed to it in Seciion 1.02.

“Requlation” means the income tax regulations, including temporary
regulations, promulgated under the Code, as such regulations are amended from {imea

fo time.

“Reorganization Cases™ has the meaning ascribed to it in the forepart of
this Agreement,

*Rearganized Debtors™ means the Debtors on and after the Effective Date.

"Represontatives™ with respect to any Persen means such Person and its
officers, employees, counsel, accountants, financial advisors, consultants and other

represeniatives.
“Resoclution Period™ has the meaning ascribed to it in Section 1.05(b).

“Restrictad Funds™ means the aggragate amount of funds transferred by
the Debtors to the Restricted Funds Trust prior to the Closing Date. .

"Restricted Funds Schedula” has the meaning ascribed to it in
Section 1.06.

"Restricted Funds Trust” means the Buriington Fabrics Irrevocable Trust.

"SEC" means Securitieg and Exchange Commission.
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*Secured Credit Agreement” means the Company’s secured amended
bank credit agreement, dated as of December 5, 2000.

“Settlement Cap” has the meaning ascribed to it in Section 4.02(e).

*Sold Excludad Balange Sheet Assets Schedule™ has the meaning

ascribed to it in Section 1.07.

“Stalking Horse Bidder™ has the meaning ascribed to it in the Bidding
Procedures.

“Stock Transaction™ has the meaning ascribed to it in Section 1.01.
“Sub” means the company specified on the signature page.

"Subsidiary” with respect to an entity means any Person in which such
entity, directly or indirectly through Subsidiaries or otherwise, beneficially owns more
than 50% of either the equity interests in, or the voting control of, such Person, For
purposes of this Agreement (a) the term "Subsidiary” means a direct or indirecl
Subsidiary of the Company as so defined when used in the Company-Specific
Provisions, provided, however, that in a Partial Asset Transaction, such term means
only such Subsidiaries ag are engaged in the applicable Business being acquired, and
(b) the term “Subsidiary” means a direct or indirect subsidiary of Parent, including Sub
(but excluding the Company unless otherwise specifically provided) when used in the
Parent-Specific Provisions.

“Subsidiery Equity Interests™ has the meaning ascribed to itin Section

2.04(b).

"Successful Bidder” has the meaning ascribad to it in the Bidding
Procedures.

Target Net Working Capital Amount® means the amount specified on the
signature page.

Taxes" means any and all taxes, fees, levies, duties, tariffs, import and
other similar charges imposed by any taxing authority, together with any related interest,
penalties or other additions to tax or additional amounts imposed by any taxing
authority, and without limiting the generabty of the foregoing, will include net income,
alternaiive or add-on minimum tax, gross income, gross recaipts, soles, use, ad
valorem, value added, franchise, profits, license, transfer, recording, escheat,
withholding, payroll, employment, excise, severance, stamp, occupation, premium,
property, windfall profit, environmental, custom duty or other tax, governmental fee or
other like assessment or charge of any kind whatsoever, provided, however, thatin a
Partial Asset Transaction such term will be limited to Taxes as so defined to tha exient
relating, directly or indirectly, to the conduct of the Business.
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*Tax Retumns”® means all retumns, reports and forms requiraed to be filed
with a Governmental Authority with respect to Taxes.

“Termination Date” has the meaning ascribed to it in Section 9.01(b)(1).

“Termination Feg” means the amount, if any, specified on the signature
page, which amount may not exceed 1% of the Purchase Price.

“Topping Bid™ has the meaning ascribed to it in Section 1.04.

“Total Cash” means the sum of all cash and cash equivalents, including
deposits and short-term investments, excluding all assets assodated with Insuratex.

~Traderark License Agreement” means the Trademark License

Agreement to be entered into in connedction with a Partial Assel Transaction.

"Transaction” means a Stock Transaction, a Whole Company Asset
Transaction or a Partial Asset Transaction.

“Transifional Servicas” hag the meaning ascribed to it on Annex A

Transition Services Agrecment™ means the Transition Services
Agreement to be entered into in connection with a Partial Assat Transactian.

"Unapproved Termination Event” has the meaning ascribed to it in Section

2.02(b).

“Unassumed Liabilities™ has the meaning ascribed to it on Annex A,

"Whaole Company Asset Trangaction™ has the meaning ascribed to it in
Section 1.01.

“Whole Company Transactior” means a Stock Transaction or a Whole
Company Asset Transaction.

"Working Capital™ maans all curent assets, including cash, cash
equivalents, deposits, shor-term invesiments, customear account receivables, sundry
notes and account receivables after deductions for doubtful accounts, discounts,
retumns, charge backs and allowances, inventories and prepaid expenses, less reserves
{but excluding assets associaled with Insuratex and Restricied Funds (defined on the
Balance Sheet as "Cash held in trust (BFI)"), minus current liabilities, including the
principal amount of the bank debt, post-petition trade accounts payable, sundry
payables and accrued expenses including reasonable estimates of current and retiree
health care obligations incurred but not reponed and deferred income taxes (but
exciuding liabilities associated with Insuratex and any current liabilities that are
Unassumed Liabilities).
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~Working Cabital Amount Due™ has the meaning ascribed to itin Section
. 1.05(a).

b) Construction of Ceraip Terms and Phrases. Unless the context of
this Agreement otherwise requires, {i} words of any gender include each other gender;
(i) words using the singular or plural number also include the plural or singular number,
respectively; (i) the terms “hereof,” “herein,” "hereby™ and derivative or similar words
refer to this entire Agreement; (iv) the terms "Arlicle,” "Section,” “Annex” or "Exhibit”
refer to the specified Article, Section, Annex or Exhibit of or to this Agreement; (V) the
phrase “ordinary course of business” refers to the business of the Company and its
Subsidiaries in connection with the Company’s business, and (vi) the terms "include,”
sncludes” and “including™ will be deemed to be followed by the words “without
limitation.” Whenever this Agreament refers to a number of days, such number will refer
to calendar days unless Business Days are specified, All accounting terms used herein
and not expressly defined herein will have the meanings given to them under GAAP,
Whenever the "Company” is used in this Agreement with reference to a period after the
Closing. the term means the Company that is in existence and the successor or
successors fo the Company designated under the Plan, if any.

ARTICLE Xl
MISCELLANEQUS

12.07 Non-Survival of Representations, Warranties and Covenants, The
representations and warranties contained in this Agreement will not survive the Closing.

The covenants herein will survive the Closing onty as and to the exient that such
covenants are to be performed, in whole or in part, after the Closing.

12 02 Notices. Al noiices, requests and other communications hereunder
must be in writing and will be deemed to have been duly given only if delivered
perzonally or by facsimile transmission or sentby internationally recognized courier, to
the parties at the folowing addresses or facsimile numbers:

¥ to the Company, to:

Burlington Industries, inc.
3330 West Friendly Avenug
Greensbom, North Carolina
27410

Facsimile No.: {336) 3784504
Atin: General Counsel
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with a copy to:

Jones Day

222 East 41* Street

New York, New York 10017
Facsimile No.: (212) 755-7306
Attn: Robert A. Profusek, Esq.

i 1o Buyer, to:

WLR Recovery Fund Il L.P.
cfoWL Ross & Co. LLC

101 East 52nd Street

New York, New York 10022
Facsimile Na.: (212) 3174891
Attn: Pamela K. Wilson

with a ¢copy ta:

Stroock & Stroock & Lavan LLP
180 Maiden Lane

New York, New York 10038
Facsimile No.: {212) 806-6006
Atin: Lewis Kruger, Esq.

All such notices, requests and other cornmunications will {i) if delivered by facsimile
transmission, be deemed given upon electronic confirmation of receipt and (i) if
delivered personally or by internationally recognized courier, be dearmad given upon
actual receipt by the Person to receive delivery. Any party from time to time may
change its address, facsimile number or other information for the purpose of notices to
that party by giving notice specifying such change to the other party hereto.

12.03 Entire Agreement. This Agreement {together with, i applicable,
Anpex A) and the Confidentiality Agreement supersaede all prior discussions and
agreemeants prior to the date hereof between the parties with respect to the subject
matter hereof and thereof, and contain the sole and entire agreement batween the
parties hereto with respect to the subject matter hereof and thereof.

12.04 Expenses. Except as otherwise expressly provided in this
Agreement, whether or not the transactions contemplated hereby are consummated,
each party will pay its own cosls and expenses, incurred in connection with the
negotiation, execution and closing of this Agreement and the transactions contemplated
hereby.

. 12.05 Public Announcements. At all times at or before the Closing, the
parties hereto will nat issue or make any reports, statements or releases to the public
with respect to this Agreement or the transactions contemplated hereby without the
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consent of the other, which consent will not be unreasonably withheld, except to the
extent that such disclosure is determined in good faith by the disclosing party 1o be
required by Law or by stock exchange requirements; provided that any such required
disclosure will only be made, to the extent consistent with Law, after consultation with
the ather parties hereto; provided, further, that this Section 12.05 will not apply to any
reports, statements, releases or other communications by the Company to the public as
required under the Bankruptcy Code or by the Bankruptcy Court in connection with the
Reorganization Cases.

12.06 Solicitation Materials. Following the entry of the Order approving
the Disclosure Statemnent, if the Bankruptcy Court so authorizes Buyer in such Order,
Buyer may send with the Plan materials a solicitation letier seeking acceptance of the
Pian by the creditors and other parties in interest, subject to the approval of the Debtors,
which approval may not be unreasonably withhield.

12.07 Waiver. Any term or condition of this Agreement may be waived at
any time by the party that is entitled to the benefit thereof, but no such waiver will be
effective unless set forth in & written instrument duly executed by or on behalf of the
party waiving such term or condition. No waiver by any party of any term or condition of
this Agreemerit, in any one or more instances, will be deemed to ba or construed as a
waiver of the same or any other term or condition of this Agreement on any future
occasion. Al remedies, either under this Agreement or by Law or otherwise afforded,
will be cumulative and not altermative.

12.08 Amendment. This Agreement may be amended, supplemented or
modified only by a written instrument duly executed by or on behalf of each party
herato.

12.09 Na Third Party Beneficiary. The terms and provisions of this
Agreement are intended salely for the benefit of each party hereto and their respective
successors or permitted assigns, and it is not the intention of the parties to confer third-
party beneficiary rights upon any other Person, except as expressly set forth herein.

12.10 No Assignment; Binding Effect. Neither this Agreement nor any
tight, interest or obligation hereunder may be assigned by any party hereto prior 1o the
Closing without the prior written consent of the other parties hereto and any attempt to
do so will be void, except that sach of Parent and Sub may assign any or all of its rights
(but riot delegate any of its obligations) hereunder to one or more of its direct or indirect
wholly owned Subsidiaries. Subject to the preceding sentence, this Agreement is
binding on, inures ta the benefit of and is enforceable by the parties hereto and their

respective successors and assigns.

12.11 Headings. The headings used in this Agreement have been
inserted for convenience of reference only and da not define or limit the provisions

hereof.
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12.12 Retention of Bankruptcv Court Jurisdiction. The Bankruptcy Gourt
will retain jurisdiction for the purpose of determining any and all controversies and
disputes arising under or in connection with, or for purposes of interpreting the
provisions of, this Agreement. except for those matters subject to the arbitration under
Section 1.05. h

12.13 Goveming Law. This Agreement will be governed by and
construed in accordance with the Laws of the State of Delaware applicable to a
Contract executed and performed in such Stale, without giving effect to the conflict of
laws principles thereof.

- 12.14 Ipvalid Provisions. If any provision of this Agreement is held to be
illegal, invalid or unenforceable under any present or future Law, and if the rights or
obligations of any party hereto under this Agreement will nat be materially and
adversely affected thereby, (@) such provision will be fully severable, (b) this Agreement
will be construed and enforced as if such illegal, invalid or unenforceable provision had
never comprised a part hereof, and (c) the remaining provisions of this Agreement will
remain in full force and effect and will not be affected by the llegal, invalid or
unenforceable provision or by its severance herefrom.

12.15 Counterpants. This Agreernent may be executed in any number of
counterparts, each of which will be deemed an original, but all of which together will
constitute one and the same instrument. -

[Remainder of page intenticnally left blank]
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IN WITNESS WHEREOF, this Agreement has been duly executed and
delivered by a duly autherized officer of each party hereto as of the date sat forih below,

THE GCOMPANY
BURLINGTON INDUSTRIES, INC.

[ lar
sanior Vice Frasident., Corporate

Developnent an Law

PARENT
WLR RECOVERY FUND HL.F.
By: WLROSS & CO.LLC. its general partner

By (/) ,‘"1&5._4_( BO

Name: Wikur L. Ross i
Tite: Chalmnen and CEQ
Jurtediction of arganization:

sSuUB

WLR RECOVERY FUND i1 LP., on bahalf of a
company to be formed upon Parent belng the
Succesehi Bidder

By: WLROSS & CO.LLC. its general pariner

By: L;z;j&: ).O
Mame: Wibur L, Ross

Tila- Chalrman and CEO
Jurisdiction of organizaton:

TRANSACTION PARTICULARS

Stock Transaction
whole Company Asset Transaction X

Partial Asset Transaction

FPurchesa Priee; $608,000.000
Target Net Working Capital Amoamt: $(7 6,262,000)

Termination Fes; $8.080,000

IniGal independent Accourtant: A S=intarested accounting firm of nationasl reputation to
he determined before axeastion of this Agreemsnt
Date: July 25, 2003

TOTAL F.B4
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TUNITED $STATES BANKRUPTCY COURT
DISTRICT OF DELAWARTE

Inre: : Chapter 11

BURLINGTON INDUSTRIES, INC., : Jnintly Administered
a Delaware corporation, et al., Case No. 01-11282 (RIN)

Debtors.

ORDER CONFIRMING FIRST AMENDED JOTNT PLAN OF REORGANIZATION
OF BURLINGTON USTRIES C. AND DERTOR SURSTDI

The above-captioned debtors and debtors in possession (collectively, the
"Debtors"), having proposed the First Amended Joint Plan of Reorganization of Burlington
Tndusties, Inc. and Tts Debtor Subsidiaries (in the form dated as of Aungust 27, 2003 and included
in the solicitation packages, the "August 27, 2003 Plan," a true and correct copy of which is
armexed hereto a¢ Appendix I, without exhibits), as modified by certamn modificatons filed with
the Banlcrptcy Court on October 21, 2003 (the "Modifications,” a true and cornrect copy of
which is annexed hereto as Appendix II, and collectively with the August 27, 2003 Plan, as
modified, the "Plan™)! and the Bankruptey Court having conducted a hearing to consider
confirmation of the Flan on October 30, 2003 (the "Ilearing™); #nd the Bapnkruptcy Court Luving
comsidered (i) the testimony, affidavits and sxhibiis admitted into evidence at the Hearmg,
(i) the srguments of counsel presented at the Hearing, (iii) the objcctions Filed with respect to
confimnation of the Plan and the responscs Filed thereto and (iv}) the pleadings Filed in support of
confirmation; and the Bankrupticy Court being familiar with the Plan and other relevant factors
affecting these joinily administered cases (the "Reorgapization Cases™) pending under chapter 11

of title 11 of the United States Code (the "Bankruptcy Codc"); and the Bankruptey Court having

All capitalized remms used but not defined bermin have the mcanings given o thern in the Plan,
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taken judicial notice of the entire record of the Reorganization Casesg; and the Bankruptcy Conrt
having found that due and proper notice has been giv-en with respect to the Hearing and the
deadlines and procedures for objections to the Plan; and the appearance of all interested parties
having been duly noted in (he record of the Hearing; and upon the record of the Heating, and
after due deliberation therson, and sufficient cause appeanng therefor;

IT IS HERERY FOUND AN CONCLUDED,? as follows:

JURISDICTION AND VENUE

A Ihe Bankrupicy Court has jurisdiction to conduct the Hearing and 10
confirm the Plan pursuant te 28 U.5.C. § 1334

B. Confirmation of the Plan is a core proczeding pursuant to 28 U.S.C.
§ 157(b), and this Court has jurisdiction to enter a final order with respect thereto.

C. The Debtors are proper debtors under section 109 of the Bankruptey Code
and (he Debters are proper proponents of the Plan under section 1121(z) of the Bankyupley Code,

D. Each of the conditions precedent to the entry of this Confirmation Order
has been satisficd or properly waived in accordance with Seciion IX. A of the Plan.

MODIFICATIONS OF THE FPLAN

E. The Modifications do not malerially or adversely aflect or change the
treatment of any Claim against or Interest in any Deblor. Pursnant to section 1127(b) of the
Bankruptey Coda and Bankruptcy Rule 3019, the Modifications do not requirc additional
disclosure under section 1125 of the Bankruptey Code or the resclicitation of acceptlances or

rejections of the Plan under seotion 1126 of the Bunkrupley Code, nor do they require that

The Findings of Fact and Conclusions of Law contained hergin constitute the findings of fact and

conclusions of law required to be entered by this Court pursuant to Rule 52 of the Federal Rules of Civil
Trocedure, as made apphicable horein by Rules 7052 and 9014 of the Federal Bules of Bankrupicy
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holders of Claims against or Interests in the Debtors be afforded an opportunity to change
previously cast acceptances or rejections of the Plan as Filed with the Bankruptcy Court,
Disclosure of the Modifications on {he record at the Confirmation Hearing constitutes due and
sufficient notice thereof under the cirewnstances of the Reorganization Cases, Accordingly, the
Plan (as modified) is properly before the Bankruptey Court and all votes east with respect to the

Plan prior 16 the Modifications shall be binding and shall be deemed {o be cast with respeet 1o the

Plan as modified.
STANDARDS FOR CONFIRMATION
UNDER S 1129 OF THE BANKRUPTC
F. Sectiop 1129(s)(1). The Plan complies with cach applicablé provision of

the Bankrupicy Code. Tn particular, the Plan complies with the requircments of sections 1122

and 1123 as follows:

. Tn accordance with seetion 1122(a) of the Bankeuptey Code,
Article 11 of the Plan classifics cach Claim against and Inferest In
the Debtors into  class containing only substantially sirmilar
Claims or Interests;

. In accordance with seetion 1123(a)(1) of the Bankruptcy Code,

Article 11 of the Plan propetly classifics all Claims and Interests
that require classification;

. In accordance with section 1123(a)(2) of the Bankruptcy Code,
Article TI of the Plan properly identifies and deseribes cach class
of Claims that 15 upimpaired by the Flan;

- In accordance with section 1123(2)(3) of the Bankruptcy Code,
Article ITI of the Plan properly identifies and describes the
treatment of each impaired clasy of Claims or Interests,

. In recordance with section 1123(a)(4) of the Bankruptcy Codg, the
Flan provides the same treatment for each Claim or Intersst in a

(erobmucd ..)

Procedure (the “Bapkrupicy Rules”). To the extent any finding of facl constitntes a comelusion of law, i1 iz
adopted as zuch. To the sxt=at any conclusion of law constitutes a finding of [uo, ic is adopted as such,
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particular class unless the holder of such a Claim or Interest agrees
to less favorable trestment;

In accordance with section 1123(2)(5) of the Bankruptey Code, the
Plan, including Article IV of the Plan, provides adequate means for
its implementation;

In accordance with section 1123(a)(6) of the Bankruptoy Cade, the
Reorganized Debtors' charters, bylaws or similar constituent
documents contain provisions prohibiting the issuance of
non-voling equity sectrities and provide for the approprinie
distribution of voting power among all classes of cquity securities
aunthorized for issuance; and

In accordance with section 1123(2)(7) of the Bankruptcy Cade, the
provisions of the Flan and Reorganized Debtors' charter, bylaws or
similar constituent documents regarding the manner of selection of
officers and directors of Reorganized Debtors are consistent with
the interests of creditors and equily security holders angd with
public policy.

G. Section 1129(2)(2). The Debtors have complied with gll applicable

provisions of the Bankruptey Code. In particular, the Plan complics with the requirements of

sections 1125 and 1126 as followa:

Om or before September 12, 2003, the Debtors, through their
solicitation and balloting agept, Logan & Company, Ing, ("Logan')
caused copies ofi (1) the Confirmation Hearing MNotice; (2) the
Disclosure Statement (together with the exhihits thereto, including
the Plan, that had been Fited with the Bankmpicy Court before
datz of the mailing); (3) the solicitation letters of the Debtors and
(he Creditors' Corumittee; and (4) with respect 1o holders of Claims
in Claszes that were entitled 1o vote to accept or reject the Plan
(i.e., Claims in Classes 3, 4 and 5) an appropriate form of Ballot
and return envelope (collectively, the materials described in
clauses (13 - (4), the "Soligitation Paclcages”) to be transmitled lo
() all Persens or entities that had Filed preofs of ¢laim on or
before the Record Date, (b) all Persons or entities listed in the
Deebtors' Schedules as holding liquidated, noncontingent,
undisputed claims as of the Record Date, (¢) all other known
holders of Claims against or Interests in the Debtors, if any, as of
the Record Datc, (d) all partes in interest that had Filed requests
for notice in accordanee with Bankruptey Rule 2002 in the
Debtors' Reprgamzation Cases on or before the Record Date and
(e) the 11.5. Trustes;
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. On or bhefore September 26, 2003, the Debtors, through Logan,
caused a copy of the Confirmation Notice to be published in the
national editions of The Wall Street Journal and The New Yaork
Times, in accordance with the Solicitation Procedures Order;

- On or before September 30, 2003, the Debtors filed the exhibits to
the Plan and the Plan Supplameant and made these documents
available on the Document Website;

- The Confirmation Hearing Notice provided due and proper notice
of the Hearing and =1l relevant dates, deadlines, procedures and
other information relating to the Plan and/or the solicitation of
votes thereon, including the Voting Deadline, the Objection
Deadline, the time, date and place of the Heating;

- All Fersons entitled to recoive notice of the Disclosure Statcment,
the Plan and the Heaving bhave received proper, Himcoly and
adequate notice in accordance with the Solicitation Procedures
Order, applicable provisions of tha Bankmptey Code and the

Buankmpley Rules and have had an oppertunity to appear and be
hcard with respect thereto;

- Votes with respect to the Plan were solicited in good faithandina
mauner consistent with the Bankruptey Code, the Bankruptcy
Rules and the Solicitation Procedures Order, including the
joclusion of letters from the Debtors and the Creditors' Comunittes
recommending acccptance of the Plan in the Solicilation Packages.
The Debtors, the Reorganized Debtors and their respective
directors, officers, employess and professionals, acting in such
capacity; the DIP Lenders and the Prepetition Lenders; and the
Creditors' Commiitees, iis respective members and each of their
respective direciors, officers, employees, agents, members and
professionals, acting in such capacity, have acted in "good faith."”
within the meaning of section 1125{e) of the Bankrupicy Code;

The Plan was voted on by all classes of impaired Claims that were
entitled o voto pursuant to the Bankruptey Code, the Bankiuptcy
Rulez and the Solicitalion Procedures Qrder:

- I.ogan has made a final determination of the validity of, and

tabulation with respcet to, all acceptances and rejections of the
Plan by holders of Claims entitled to vote on the Plan, including
the amount and mimber of accepting and rejecting Claims in
Classecs 3, 4 and % under the Plan;
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» Each. of Clagses 3, 4 and 5 bave accepted the Plan by at least

cwo-thirds in amount and a majority in number of the Claims in
cuch Classes actuaily voting; and

. The determination of Logan with respect o the voiing on the Plan
validly and correctly sets forth the tabulation of votes, as required
by the Bankruptcy Cade, Bankruptey Rules and the Solicitation
Proccdures Order.

H. Sectjon 1129(2)(3). The Plan has been proposed in good faith and net by
any means forbidden by law. Tn so finding, the Bankruptcy Court bas considered the totality of
the circumstances in theze Reorganization Casaé. The Plan is the result of extensive arm's length
pegotiations and reflects substantial input from the principal constituencies having an intercst n
the Debtors' Reorganization Cases and, 2= svidenced by the overwhelming acceptance of the
Plan, achieves the goal of conscuzual reorganization embodied by the Bankruptey Code.

I Section 1129(a)(4). No payment for services or costs in conneclion with
the Reorganization Cases or the Plan has been made by a Debtor other than payments that have
been authorized by order of the Bankmiptey Courl Further, pursiant to Section T.A.1 €l of the
Plan, all such payments to be made will be subject to review and approval by this Court.

1. Section 1128(a}($). The Debtors have disclosed that, on the Eficctive
Date, the Distribution Trust Representative will becomc the sole director and officer of any
Reorganized Debtor whose New Commaon Stock or New Subsidiary Equity Intercsts are issued
to the BI1 Distribution Trust. Such disclosure by the Debtors is dus and proper and the
appointment of the Distribution Trust Representative is consistent with the interests of ereditors,
equity security holders and with public policy.

K. Section 1129(a)(6). The Plan does not provide for any changes in rates

that requirc vegulatory approvel of any govcmmental agency.
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L. Section 112%a¥7}. Each holder of an impaired Claim or Interest that has
not accepted the Plan will, on sccount of such Claim or Interest, receive of retain property under
the Plan having a value, as of the Effective Date, that is not Jess than thc amount that such holder
would receive or retain if the Debtors wera liquidated under chapier 7 of the Bankrnuptey Code.

M.  Section 1129(a)(2). The Plan has hot been accepted by all impaired
classes of Claims and Interests becanse holders of Clairns or Interests in Classes 6, 7 and 8 arc
not receiving or retaining any property under the Plan and, therefore, are deemed to bave rejected
the Plan, Nevertheless, as more fidly explained below, the Plao is confirmable because it
satisfics 1129(b)(1) of (he Bankyuptcy Code with respect to such non-accepting classes of Claims
and Intereats,

N. Section 1129(ay(9). The Plan provides treatment for Administrative
Claims, Priority Tax Claime and Priorify Claums that is consistent with the requirements of
section 1129(a}(9) of the Bankrupicy Code.

0. Section 1129(3)(10).. The Plan has been accepted by al) classes of
impaited Claims that are entitled to vote on the Plan, including Classes 3, 4 and 5, determined
without inchuding any acceplance of the Flan by any insider,

P. Scction 1129(a)(11). Confirtnation of the Plan is not likcly to be followed
by the liquidation or the need for the further financial reorganization of the Debtors,

Q. Segtion 1128(a)(12), The Plan provides for the payment of alt fees
payable inder section 1930, title 28, Tnited States Code by the Debtors oh the Effective Date (or
as soon as practicable thereafter). Afier the Effective Date and until these Reorganization Cases

ate closed, converted or dismissad, the Plan provides for the payment of all auch fees as they

become due and payable.
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R. Sectign 11259(a)(13). There are no retiree benefits, as the term is defined
in scction 1114 of the Bankruptcy Code, 1o be continued by the Debtors as to amy curxent or
former employees. Thus, section 1129(2)(13) of the Bankruptey Code is inapplicable to the
Reorganization Cages.

S, Section 1129(b). The Plan does not “discriminate unfairly” becansc each
dissenting class is treated substantially equally to similarly situated classes and no holder ofa
Claim or Intcrest will receive more than it is legally sntitled 10 receive on account of its Claim or
Interest. The Plan is "fuir and cquitable” bucanse, cxcept as otherwise agresd to by the holders of
such senior claims, the Plan does not provide a recovery to any holder of a Claim or Interest that
is junior to (he elasses of Claims thal are not being paid m full (1.¢., Unsecnted Claims in
Clags 4). _

T, Section 1129(c). The Plan (including previous versions thereof) is the
only plan that has been Filed in the Reorganization Cases that has been found to satisfy the
rcquirements of subscctions (a) and (b) of section 1129 of the Bankruptey Code. Accordingly,

the requirements of section 1129(c) of the Bankruptey Code have been satisfied.

. Seclion 1129(d). No parly in interest, including no govemnmental unit, has
requesied that the Bankruptey Court deny confirmation of the Plan on grounds that the principal
purpose of the Plan is the avoidance of taxes or the avoidance of the application of section 3 of
the Securitics Act of 1933, and the principal purpose of the Plan is not such avoidance.,
Accordingly, the Plan satisfies the requirements of section 1129(d) of the Bankraptcy Code.

EXE ORY CTS

V. Pursuant to sections 369 and 1123(b)(2) of the Bankrupicy Code, npon the

ocenrrence of the Bffective Date, Article V of the Plan provides for the assumption, assumption

and assignment or rejection of certain cxecutary contracts and unexpired leagses. The Debtors'
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determinations regaxding the assumphion, assumption and assignment and rejection of executory
cantracts and wnexpired leascs are based on and within the sound business jndgment of the
Debtors, are necessary to the implementation of the Plan and are in the best interesls of the
Debtars, their estates, holders of Claims and other parties in interest in these Reorgarization
Cases. The Debtors have filed Exhibits V.A,1 and V.C to the Plan 2nd have provided notice of
the Debtors' determinations regarding the assmmption, assumption and assignment and rejection
of executory contracts and unexpired leases in accordance with the Contract Procedures QOrder.
SETTLEMENTS AND RELEASES

w. Pursuant to section 1123(b) of the Bankruptey Code and Bankmuptey
Rule 9019(a), and in consideration of the classification, distributions and other benefits provided
under the Plan, the provisions of the Plan constitute a good faith compromise and settlement of
al] the Claims and controversies resolved pursuant to the Plan (collectively, the "Settlements™).
Bascd upon the represcrtations and arpmments of counsel to the Debtors, the Creditors'
Clommittet and all other tostirnony either actually given or proffered and other evidence
introduced at the Hearing and the fall recotd of these Reorgamzation Cases, the findings and
conclusions of which are hereby incorporated by reference as if fully set forth herein, (he

Bankruptcy Court finds that the Selfloments:

- reflect a reasonable balance between certainty and the risks and
expenses of both future litigation and the continuation or
eonversion of theze Reorganization Cuases;

» are fair and equitable and in the best interest of the Debiors, their
Estates, crediiors and other partics in interest; and
. are essential to the successful implementafion of the Flan,
Xx. The release, cxculpation and injunction provisions set forth in, ameng

olhers, Sections VD and X1IL.B of the Plan (collectively, the "Plan Releases™) are, individually
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and collectively, intcgral to the Plan, necessary for the successful implemeritation of the Plan and
supported by reasonable consideration,

Y. The Debtors, the Credilors’ Committee, the Frepetition Lenders and the
DIP Lenders and all creditors who voted to accept the Plan or relumed signed uamarked ballots
have consented or are deemed to have consented to the Plan Releases.

Z. The Plan Releases are fair to the releasing party.

ACCORDINGLY, IT IS HERERY QRDERED, ADIJUDGED AND DECREED,
AS FOLLOWS:

Al Conflirmation of Plan

1. The record of the Hearing is hereby closed.

2, The Plan and each of its provisions (whether or not specifically approved
herein) are confirmed in each and every respect, pursuant to seclion 1129 of the Bankruptcy
Code; provided, however, that if there is any divect conflict between the terms of the Plan and the
terms of this Confirmation Order, the ierms of the Plan shall control.

3. Any objections or responsas to confirmation of the Plan and reservation of
rights contained therein that have aof been withdrawn, waived or settled prior to the entry of this
Confirmation Qrder are hereby overruled in their entirely and oo their merits, and all withdrawn
objections or responses arc hereby deemed withdrawn with prejudice.

B. Approval of Settlements

4, Pursuant to Bankruptey Rule 9019, the Seftlements as sel forth in

Sections IV.1D2.2 and XI.C.2 of the Plan are approved in all respects.
C. Approval of Releases
5. ' The Plan Releases as sct forth in, among others, Sectionz 'V D 3

and XIT1.E of the Plan ate approved in all respects, are incorporated herein in their entirely, are

10
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eo ordercd and shall be immediately effective on the Effective Date of the Plan without fusther
order or action on the part of the Bankmptey Court, any of the partics to such releases or any
other party.

6. Notwithstanding any language to the contrary contained in the Disclosure
Statement, the Plan and/or this Confirmation Order, no provision zhall release any nondebtor,
including any officer and/or director of the Debtors and/or any nondebtor included in the
Released Parties, from liability to the United States of America and any of its agencies, including
the U.S. Securities and Exchange Comrmission, in connection with any civil or criminal action
broughl by such governmental unit egainst such person(s).

7. Nothing in the Plan or this Confirmation Order shall linait any entity's
liabilities to a governmental unit under zpplicable police and regulatory statules or regulations as
an owner or operator of property afier the Effective Date. Nothing in the Plan or this
Confirmation Order shall release, discharge or preclude any claim or remedy of the United States
Environmental Protection Ageney ("U.S. EPA") or any state environmental agency that is not
within the definition of a Claim as of the Effective Date. Any Claim held by the ULE. EPA or
any state environmenta] agency on or before the Effective Date is subject in all respect to the
terms of the Plan and this Confinnation Order; provided, however, that nothing in this senience
abrogates the first sentence hereof. Moreover, any and all tights, remedies and defenses of the
Debtors, the Reorganized Debtors, the Estates and any other eniity under applicable

environmental Iaws in connection with the foregoing are specifically rescrved and unaffected by

the Plan and this Confirmation Order.
D. QOrder Binding on All Paries; No Stay of Order
3. The stay contemplated by Bankruptey Rule 3020(2) shall not apply to this

Confirmation Qrder. Subjeet to the provisions of Section LB of the Plan, and notwithstanding

11
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any otherwise applicable law, immediately upon the entry of this Confirmation Order, the terms
of the Plan and this Confirmation Order are decmed bindipg upon the Debtors, the Reorganized
Tebters, the Buyer, any and all holders of Claims or Interests (irrespective of whether such
Claims or Interests are impaired under the Plan or whether the holders of such Claims or
Tnterests accepted, Tejected or are deemed to have accepted or rejected the Plan), any and all
non-debtor parties to Exetutory Contracis and Unexpired Leases with any of the I2ebtors and any
and all entities who are parties to or are subject to the sctilements, compromises, releases,
walvers, discharges and injunctions described herein and the respective heirs, execntors,
administralors, frustees, affiliates, officers, directors, agents, representatives, attorneys,
bemeficiaries, puardians, successors or assigns, if any, of any of the foregoing. The provisions of
Federal Rule of Civil Procedure 62(a) and Bankruptey Rules 3020(e) and 7062 shall not apply to
this Confirmation Order, and the Dsbtors are authorized to consummate the Plan immediately
upomn, entry of this Confirmation Ordsr.
E. Approval of Discharge of Claims and Termination of Interests

9. The Plan discharge provision as set forth in Section XT.A of the Plan, and
the termination of interest provisions of Section IV.F of the Plan are approved in all respects, are
incorporated herein in their entirety, are so ordered and shall be immediatcly cffective on the
Effective Date of the Plan witheut firther order or action on the part of the Bankrupicy Court or
any viher party.

10. As of the Effective Datc, pursuant to sections 524 and 1141 ofthe
Bankruptey Code, the Debtors who are to become Reorganized Purchased Diebtors ghall be

discharged of all Claims and other debts and Liabilitics, in accordance with Section X1.A.2 of the

Plan,

12
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11.  Pursuant to section 1141{(d}3) of the Banlaquptey Code, the Plan and the
Confirmation Order shall not discharge any Debtor who does not become 2 Reorganized
Purchased Debtor from any Claim or Liability (hat arose before the Confirmation Date; provided,
however, that no holder of a Claim against any Debtor may. on accoun! of such Claim, seek or
receive any payment or other distribution from, or seek recourse against, any Debtor,
Reorganized Debtor, their respective successars or their respective property, except as expressly
provided in the Plan.

F. Release of Liens

12,  The release and discharge of Liens provisions ag s;et forth in Section IV.G
of the Plan are approved. in all respects, are incorporated herein in their entircty, are 5o ordered
and shall be immediately effective on the Effective Date of the Plan without further order or
action on the part of the Bankruptcy Court. As of the Effective Date, the Reorganized Debtors
shall be awthorized 1o file on behalf of creditors UCC-3 or other forms as may be necessary 1o
jmplement this Confirmation Order and Ssction TV.G of the Plan.

13. A pntities holding Claims against or Tnterests in the Debtors that are
treated under the Plan are hereby directed to execute, deliver, filc or record any document, and to
take any action necessary to Implement, consummate and otherwise effzct the Plan in accordance
with its terms, and all such entitics shall be bound by the terms and provisions of 4]l documents
execnted and deliverad by them in connection with the Plan.

G. Injunctions

"14.  Except as provided in the Plan or this Confirmation Order, as of the
Effective Date, all enfitics that have held, surrently hold or may hold a €laim or other debt or
liability that is discharged or an Interest or other right of an cquitj,f security holder that is

terminated pursuant to the texms of the Plan shall be permanently enjoined from iaking any of the

13
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following astions on account of any such discharged Claims, debts or Liabilities or terminated
Interests or rights: (2) commeneing or continuipg in eny mauner wy action or other proceeding
against the Debtors, Reorganized Debtors, Estates, BII Distribution Trust, Distribution Trust
Representative or their respective property, other than to enforce any right pursuant to the Plan to
a Distribution: (b) enforcing, attaching, collecting oF recovering in any reanner any fudgment,
award, decree or order against the Debtors, Reorganized Debtors, Estates, BIl Distribution Trust,
Distribution Trust Representative or their respective property, other than as permuiled pursumlnt to
() above; (c) creating, perfecting or enforcing any Lien against the Debtors, Reorganized
Decbtors, Estates, BII Distribution Trust, Distribution Trust Representative or their respeciive
property; (d) asserting a setoff, right of subrogation or recoupment of any kipd againet any debt,
lishility or obligation due to the Debtors, Reorganized Debtors, Estates, BTI Distribution Trust or
Distribution ‘Crust Representative; and (¢) commencing or continuing any action, in any manner,
in any place that does not comply with or is inconsistent with the provisions of the Plan.

15, As of the Bffective Date, all entities that have held, eurrently hold or may
hold any Liabilitics that are released pursuant to the Plan shall be permanently enjoined from
taking any of the following actions against any released cntity o its property on account of such
released Liabilities: (a) commencing or sontinuing in any manner any action or other
proceeding; (b) enforeing, attaching, colleeting or recovering in any manoer any judgment,
award, decree or order; () creating, perfecting or enforeing eny Lien; (d) asserting a setoff, right
of subrogation or recoupment of any kind sgainst any debt, Hability or obligation due Lo any
released entity; and (€) commencing or continwnyg any action, in any manmer, m any place that

does not comply with or is inconsistent with the provisions of the Plan.

14
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16.  Without limiting the scope, extent, validity or enforceability of the
injunctive relief set forth in the Plan or in this Confirmation Order, by sccepting Distributions
pursuant to the Plan, each holder of an Allowed Claim receiving Distributions pursuant to the
Plan shall be deemed o have specifically consented to the injunctions set forth in the Plan and in
this Confirmation Order.

H Tmplcmentation of the WLR Purchase Agresment

17. Concurrently with the Effective Date, the Debtors or Reorganizad
Dchtors, as applicable, shall sell and transfer the Purchased Assets and issue New Subsidiary
Equity Interests (or issue New Common Stock, 1f applicable) to the Buyer in consideration for its
payment of thé Purchase Price to the B Distribution Trust, in cash, subject to adjustinent in
accordance with the WLR Purchase Agreement. The BII Distribution Trust shall use the
Purchase Price and its other assets to fimd all Distributions to be made by the BIT Distribution
Trust under the Plan. On or after the Confirmation Date, the applicable Debtors, Reorganized
Debtors or Buyer may take such actions as are consistent with the WLR Purchase Agreement
and may be pecessary or appropriate to effect the transactions contemplated by the WLR
Purchase Agreement, including: (a) the execution and delivery of appropriate agreements or
other documents containing terms that are consistent with the terms of the Plan, the WLR
Purchase Agreement and such other terms to which the applicable entities may agree; (b) the
cxceution and delivery of appropriate mstruments of transfer, assignment, assumption or
delegation of any assel, property, right, liability, duty or obligation on terms consistent with the
terms ofthe Plan, the WLR Purchase Agreement and such other terms to which the applicable
entitics may agree; and (c) all other actions that the applicable entities determine to be necessary

or appropriate, including making filings or recordings that may be required by applhicable statc

law in connection with such ransactions.
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1. Restructuring Transactions

18. On or after the Confirmation Date, pursuant to appropriate provisions of
applicable state business corporatian laws and sections 1123(a) and 1142(b) of the Bankruptcy
Codc, the applicable Debtors, Reorganized Debtors or Buyer are anthorized to enter into such
Restructuring Transactions and take any and all such actions as may be necessary or appropriste
to effect a corporate restructuring of their respective businesses or simplify the overall corporate
structure of the Reorganized Debtors and make all filings and recordings in commechon
therewith, afl as contemplated by, among others, Sections IV.B and IV.C of the Plan, and in
acoordance with applicable terms of the Plan and this Confirmation Order.

15. Pursuanl to section 1142 of the Bankmuptey Code and seetiom 303 of the
Delaware General Corporation Law and any comparable provisions of the business corporation
law of any other state (collectively, the "Reorganization Effectuation Statutes"), without further
action by the Bankruptcy Court or the stockholders, members, managers or board of directors of
any Debtor or Reorganized Debtoz, the Debtors and the Reorganized Nebtors are antherized to:
(2) effect and mpleroent the Restructuring Transactions contcmplated by, among others,
Sections IV.B and 1V.C of the Flan; (b) eause io be filed with the Secretary of State of the State
of Delaware or any other applicable state or local official any and all certificates, agreements or
plans of merger, consolidation, restracturing, disposition, liquidation, dissolution or amendment
thereto, as applicable (collectively, ihe "Governance Documents"); and (&) take or canse to be
taken all such other actions, including the making of appropriate flings or recordings as may be
requited under appropriate provisions of applicable state business or any other applicable law, or
as any of the Chaitrnan of the Board, Chicf Excoulive Officer, Prosident, Excoutive Vice
President, Chief Financial Officer, Chiel Opcrating Officer, Senior Vice President or any Vices

President of each Debior or Recorganized Debtor or the Distribution Trust Represcntative
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{collectively, the "Responsible Officers") of the appropriate Debtor or Reorganized Debtor may
determine are necessary or appropriate in connection with the provisions of the Plan and the
Governance Documents. Afier the Effective Date or the effective time of any applicable
Restructuring Transaclion, each of the Reorganized Debtors are authorized 1o amend or restate
their respective certificatss of incorporation or by-laws or similar constituent documents as
permitted by applicable stale Jaw, subject 1o the terms and conditions of such constituent
documents.

. Creation of BIl Distribution Trust

20, The creation and implementation of the BIT Distribution Trust, the
execution and terms of the BIT Distribution Trust Agreement, the appointment and authority of
the Distribution Trust Represeniative and the provisions of Section TV.B.6 of the Plan are
appraved in all respects, are incorporated herein in their entirely, are so ordered and shall be
immediately effective on the Effective Dals of the Plan without further order or action on the
part of the Bankruptcy Court, and the partics thereto are authorized and dirscted to execute and
implement the B Distribution Trust Agroement,

21.  Onthe Effectivc Date, the Burlington Fabrics Trustee, after the payioent
of or reserve for any unpaid expenses of the Burlington Fabiics Trustes under the Burlington
Fabrics Trust Agreement, s authorized and directed to transfer the funds held in the Burlington
Fabrics Irevocable Trust to the BH Distribution Trust for Distribution to the creditors of
Burlington Fabrics pursuant to Article V1 of the Flan,

K Sale to Buyer Free And Clear

2. The transfer of property of the Debtors’ Estates to the Buyer shall ecour,

pursuant to the WLR Purchase Agreement and seetions 363, 1123(2) and 1123(b) of the

Bankrupicy Code, concurrently with the Effactive Date. Such property shall be wansferred to the
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Buyer fiee and ¢lear of sny ahd afl Claims, Liens and Interests, pursuant 1o seetion 363(f) of the
Bankrupley Code and this Confirmation Order and shall include, to the extent applicable, the
New Subsidiary Equity Interests and asscts of any Reorganized Purchased Debtors issued or
transferred to the Buyer. In order to enforce the discharge and the transfer of such assets frec
and clear of all Liens, this Court hersbyy retains cxclusive jurisdiction over any claims made
against the Debtors, Reorganized Debtors and/or Buy<r and their immediate transferces,
successors and assigns arising out of or related (o the assets acquired by Buyer. Buyer shall be

alTorded the protection of section 363(m) of the Bankruptcy Code jmmediately upon the entry of

this Confirmation Order.
L. Exemption From Securities Laws

23,  Pursuant to, and to the fellest exient permitted under, scction 1125(c) of
the Bankruptey Cede, the Debtors' transmittal of solicitation materials, their solicilation of
acceptances of the Plan and their offering, sesuance and distribution of the New Commion Stock
ot New Subsidiary Equity Interests are not and shall not be governed by or subject fo any
otherwise applicable law, mle or regulation governing the solicitation of acceptance of a plan of
rearganization or the offer, issuance, sale or purchase of securities.

24,  Pursuant to section 1145(2)(1) of the Bankruptcy Cods, the offenng,
jssuance and distribution of the New Common Stock ar New Subsidiary Equity Interests
pursuant to the Plan in respect of Claims or Interests are, and shall be, excmpt from gechon 3 of
ihe Securitics Act of 1933, as amepded (the "Qacurities Act”) and any state or local law requiring
registration for offer or sale of & security or registration or Hcensing of an issuer or underwriter
of, or broker or dealer in, a security,

25.  Pursuant to, and to the fullest extent permitted under, section 1145 of the

Bankruptey Code, the resale of any New Common Stock or New Subsidiary Equity Interests
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shall be exemnpt from section 5 of the Secunties Act and any state or local law requiring
registration prior 1o the offering, issuance, distribution or sale of sccurities.
M. Exemption From Tazation

ng.  Pursuant to section 1146(c) of the Bankruptcy C'ode, the issuance, transfer,
or exchange of a security, or the maldng or delivery of an ingtrament of transfer under the Plan
shall not be taxed under any law impoging a stamp tax or similar tax.
M. Executory Contracts and Unexpired Leases

27.  Except as otherwise modified herein, the Fxecutory Contract and
Uncxpired Lease provisions of Arficle V of the Plan are specifically approved in all respects, are
incorporated herein in their entirety and are so ordered. The Debiors are authonzed to assume,
assumne and assign or Teject Execntory Contracts and Unexpired Leases in accordance with
Article V of the Plan and the Confraci Procedures Order.

23, Al Executory Conlracts and Unexpired Leases being assumed, pursuant 10
S ection V.A of the Plan, are hereby authorized to be assigned by the applicable Debtor or
Reurganized Debtor to the Buyer or its affiliates, as appropriate, to the fullest cxtent permissible
under section 365 of the Bankrupicy Code, notwithstanding amy provision in any such executory
contract or unexgpired lease being assumed that restricts or Limits such assignment in any way.

20.  This Confirmation Order shall constitute 2n order of the Bankruptcy Court
approving the assumptions, the assumptions and assipnments and rejections deseribed in
Sections V.A or V.C, pursuant {o section 365 of the Bankruptcy Code, as of the later of2 (3) the
Effective Date; or {b) the resolation of any gbjection 1o the proposed assumption, assumption

and assignment of rejection of an Executery Contract or Unexpired Lease or the ameunt of any

proposed Curs Amount Claim,

1%
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30. Except for an Executory Contract or Unexpired Lease that was previonsly
assurned, assumed angd assigned or reyected by an order of the Bankruptcy Court, each Executory
Contract and Unexpired Lease entered into by 3 Debtor prior to the Petition Date that i2 not
assurned pursuant to Section VA of the Plan nor listed on Exhibit V.C to the Plan and that has
not previcusly expired or terminated pursnant to its owp terms shall bs rejected pursuant to

section 3635 of the Bankruptcy Code. This Confirmation Order and the notice of the entry of this
Confirmation Qrder shall provide notice of such rejection.
0. Claims Bar Dates and Other Clajms Matters

31. General Adming ive ] ar Date Provisions. Bxcept as otherwise
provided in Section If.A.) edi of the Plan, unless previously Filed, requests for payment of
Administrative Claims must be Filed and served on the Distribution Trust Representative,
pursuant to the precedures specified in this Confirmation Order and the notice of entry of this
Confirmalion Order, no Jater than 15 days after the Effective Date. Holders of Administrative
Claims that are required to File and serve a requast for payment of such Administrative Claims
and that do not File and serve such a request by the applicable bar date shall be forever barred
from asserting snch Administrative Claims against the Debtors, Reocganized Deptors, Bstates,
BI Distribution Trust, Distribution Trust Represcntative or their respective property, and guch
Adrministrative Claims shall be deemed discharged as of the Effective Date. Objections to such
Tequests must be Filed and served on the Distribution Trust Represcntative and the requesting
party by the later of () 90 days afier the Effective Date ar (b) 30 days after the Filing of the
applicahle requesl {or payment of Ad]ﬂjniﬁﬁaﬁ\fﬁ;‘ Claims.

32.  Professional Compensation. Professionals or other entities asserting a Fee

Claim for services rendered before the Effective Date must File and serve on the Dnstribution

“Trust Representative, the Fee Auditor and such other entities who are designated by the
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Bankruptcy Rules, this Confirmation Order, the Fee Order or other onler of the Bapkruptcy

Court, an application for final allowapce of such Fee Claim no later than 30 days afler the

Effective Date; provided, however, that any professional who may receive compensation or
reimburscment of expenses pursuant to the Ordinary Course Professionals Order may continue to
receive such compensation and reimbursement of expenses for services rendered before the
Effoctive Date, without further Court review or approval, pursuant to the Ordinary Course
Professionals Order. Objections to any Fee Claim must be Filed and served on the parlies who
were served with such application and the requesting paty by the later of (a) 90 days after the
Effective Date or () 30 days after the Filing of the applicable request for payment of the Fee
Claim. In the event that this Confirmation Order and the terms of the Fee Order are inconsisient,
the terms of this Confirmation Order shall govern.

33.  Bar Date for Rejecting Claims, Notwithstanding anything in the Bar Date
Order to the contrary, if’ th;: rejection of an Execwtory Coniract or Unexpired Leasc purseant to
Section V.C of the Plan gives rise to a Claim (including any Claims arising from those
indemnification ohligations deseribed in Section V. E of the Plan} by the other party or partics to
such contract or lease, such Claim shall be forever barred and shall not be enforccable against the
Deblors, Reorganized Debtors, Estates, BII Distribution Trust, Distribution Trust Representative,
Buyer, their respective successors or their respective properties unless a preof of Claim & Filed
and served on the Digtribution Trust Representative, pursuant 10 the procedures specified in the
Contract Procedures Order, this Confinmation Order or the notice of the eniry of this
Confirmation Order, on or before the tater of (a) 30 days after the party receives notice of the

rejection of ap Executory Contract or Unexpired Lease or (b) 30 days after (he Effective Date.
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34, 2B1LS.C.§1930 Fees. Pursuantio Section TI.A.1.b of the Plan, on or
hefors the Effective Date, Administrative Claims for fees payable pursuant to 28 U.5.C. § 1930,
chall be paid in cash equal to the amount of such Administrative Claims by the Debtors or the
BII Distribution Trust, as applicable. Afier the Effcctive Date, all fees payable pursuant 1o
28 U.5.C. § 1930 ghall be paid by the BIl Distribution Trust, in accordance thercwith until the
closing, conversion or dismissal of the Reorgapization Cascs.
P. Substaptive Consolidation Approved

35, The substantive consolidation of the Debtors solely for the purpose of

implementing the Plan, inclnding for purposes of voting, Confirmation and Distributions to be
madc under the Play, is approved and it is further ordered that: (#) all assets and Liabilities of the
Debtors shall be deemed merged; () all guarantess by one Debtor of the obligations of any ather
Dobtor shall be deemed eliminated so that any Claim against any Debtor and any goarantec
thereof cxecuted by any other Debtor and any joint or several liability of any of the Debtors shall
be deemed o be one obligation of the consolidated Debtors; and (c) each and every Claim Filed
or to be Filed in the Reorganization Case of any of the Dcbtors shall be deemed Filed against the
copsolidated Debtors and shall be deemed one Claim against and a single obligation of the
consolidated Debtors. Tt is further found and ordered that such substanlive consolidation (other
than for the purposc of implementing the Plan) shall not affect: (2} the legal apd corporate
structures of the Reorganized Debiors, subject 1o the right of the Debtors or Reorganmized Debtors
to nffect restructurings as provided in Section [V B of the Plan; (b) pre- and post-Effective Date
guaraptess that are required to be maintained (i) in connection with contracts or leases that were
gntered into during the Reorganization Cases or Exeeutory Contracts and Unexpited Leascs that

have bean or shall be assumed or (i) purstant to the Plan; and (c) the revesting of assets n the
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separate Reorganized Debtors, the Bl Distribution Trust or the Buyer pursuant to Section IV.A
of the Plan.
Q. Actions in Fartherance of the Plan

36.  The approvals and authorizations specifically set forth in this
Confirmation QOrder are nonexclusive and are net intended to limit the authority of any Debtor or
Reorganized Debtor ar any officer thereaof to take any and gll actions neceszary or appropriate to
implement, effectuate and consunimnate the Plan, this Canfirmeation QOrder or the transactions
conlemplated therehy or hereby. In addition to the authority to cxecute and dehver, adopt or
amend, as the case may be, the contracts, instruments, releases and other agreements specifically
granted in this Confirmation Qrder, the Debtors and the Reorganized Debtors are authorized and
empowered, without further application to or order of the Bankruptcy Court or further action of
their respeclive siockholders, managers or boards of ditectors 1o take any and all such actions as
any of its Responsible Officers may detcrmine are necessary or appropriate to implement,
effectuate and consummmate any and all documents or transactions contemplated by the Plan or
this Coenfirmation Order. FPursuant to section 1142 of the Bankruptcy Code and the
Reorganization Effecluation Statutes, no further application to or order of the Bankruptcy Court
or further action of the directors or stockholders of any Debtor or Reorganized Debior shall be
required for such Debtor or Reorganized Debtor to; () enter into, execute and deliver, adopt or
amend, as (he case may be, any of the contracts, instruments, releases and other agreements or
documents and plans to be entered into, executed and delivered, adopted or amended in
conmection with the Plan and, following the Effective Dats, cach of such contracts, mstruments,
releases and other agrecinents shall be a legal, valid and binding obligation of the applicable
Reorganized Debtor, enforceable against such Reorpanized Debtor in accordance with its terms

subject only lo bankruptey, insolvency and other similar laws affecting creditors’ rights generally
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and to general equitable principles; (b) issue shares df New Commen Stock or New Subsidiary
Equity Interests pursuant to the Plan; or (¢) authorize the Reorganized Debtors to engage in any
of the activities set forth in this paragraph or otherwise contemplated by the Plan. Each of the
Responeible Officers of sach Debtor and Reor ganizéd Debtor is authorized 1o execute, deliver,
file or record such contracts, instruments, flnancing étatemﬁnw, releases, mortgages, deads,
assignments, leases, applications, registration slalamé;nts, reports or other agreements or
documents and takes such other actions as such Resplémsible Officer may determine are necessary
or appropriate to effectuate and further evidence the ;terrns and conditions of the Plan, this
Confirmation Order and the transactions nontcxpplatéd thereby or herchy, all without finther
application 1o or order of the Bankruptey Cowt and ;vhether ot hot such actions or documents are
specifically referred to in the Plan, the Disclosure Sfﬁtcmextt, the Disclosure Statement Order,
thizs Confirmation Crder or the exhibits to any of thef foregoing, and the signature of 2
Responsible Officer on a document cxecuted in accc;rdance with this paragraph shall be
conclusive evidence of the Responsible Officer's delémﬁnatiun that such document and any
related actions arg nocessary and appropriate to effe&ualc: and/or further evidence the terms and
conditiona of the Plan, this Confirmation Order or thé transactions contemplated thereby or
her¢by. The Secrctary or any Assistant Secretary of fcach Debtor or Reorganized Debtor is
authorized to certify or attest to any of the forcguiné agtions. Pursuant 1o section 1142 of the
Bankruptcy Code and the Reorganization Eﬂ‘ectuatién Statules, to the extent that, under
applicable non-bankrapicy law, any of the forcgoiné actions would otherwise require the consent
or approval of the stockholders or directors of any of the Debiors or Reorganized Debtors, this

Confirmation Order shall constitute such consent or‘fappmval, and such actions are deemed to
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have been taken by unanimous action of the directursfand stockholders of the appropriate Debtor
or Reorganized Debtor. |
R Binding Effect of Prfor Orders ]

37.  Pursuant to section 1141 of thé; Bankruptey Code, effective as of the
Confirmation Date, but subject to the occurrencs of tl:;xa Effective Date and subject to the ferms of
the Plan and this Confirmation Order, all prior ordcxsg-l entered In the Reorganization Cases, all
documents and agresmenis executed by the Debtors iarc authorized and directed thereunder, and
all motions o requests for relief by the Debtors penﬁlmg before the Bankruptoy Court as of the
Effective Date shall be binding wpon and shall inure 'f:'to the benefit of the Debtors, the
Reorganized Dehtors and their respective succassors; and assigns.

§.  Intepration of Confirmation Order Provisions

38.  The provisions of this Coﬂﬁrt:haﬁon Order are integrated with each other
and are nonseverable and mutually dependent. .

T, Final Order ‘

39.  This Confirmation Order is a'i'Fhal Qrder and the period in which an
appeal must be Filed shall commence immediately ﬁpon the eniry hersof.
1. Reversal .‘

40.  If any or all of the provisinnsf:of this Confirmetion Order are hereafter
reversed, modified or vacated by subsequent order of this Court o any other court, such reversal,
modification or vacatur shall not affect the validity of the acts or obligations incurred or
andertaken under or in connection with the Flan prii'or to the Debtors' receipt of wrilten notice of
such order, Notwithstanding any such reversal, mc;ﬁificatinn or vacatur of this Confommation
Order, any such act or obligation incurred or undaréﬁken pursuant to, and in reliance on, this

Confirmation Order pricr to the offective date of such reversal, modification or vacatur shall bo
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governed in all respects by the provisions of this Cm;'ﬁmmﬁon Order and the Plan and all related
documents or any amendments or modifications thcxf?:tn.
V. Notice of Confirmation of the Flan :

41, Pursuant to Bankruptoy Rules 2002(£)(7) and 3020{c), the Debiors or the
Reorsanized Debtors are directed to serve a notice 6;‘&: coiry of this Confirmation Order and
the establishment of bar dates for certain Clairns her;:undzr, subztantially in {he form of
Appendix 1T aftached hereto and incorporated hf::rem by tsference (the "Confirmation Noetice™),
on 31l parliss that received notice of the Conﬁnnaﬁén Hearing, no later than 20 Busimess Days

after the Confimrmation Date; provided, however. thziﬁ the Debtors or the Reorganized Debtors

shall be obligated to serve the Confirmation Notice f%;nly on the record holders of Claims or
Interests as of the Confirmation Date and the Indcp.tftilre Trustee. The Debtors are di.re;cted o
publish the Confirmation Notice once in the naﬁom;i edifions of The Wall Street Joumal and The
New York Times no later than 20 Business Days aftar the Confirmation Date. As so0mn as
practicable afler the entry of this Confirmation Draé:,'thg Debtors shall make copics of this
Confirmation QOrder and the Confinmation Notice a\;ailab]e on the Debtors' webgite at
wwrw butlingion. cotn. ".
W. Miscellaneous Provisions !

42, The Debtors are hereby au‘théﬁz&d toe amend or modify the Plan at any
time prier to the substaptial conswmnmation of the Pian, buf only in accordance with section 1127
of the Bankruptcy Code and Section XIILC of the I%]an. In addition, without the nesd for a
further order or authorization of this Court, but Sub‘_.:j%e-ct to the express provisions of this
Confirmation Order, the Debtors shall be aumoriz.e;l énd empowered to make non-material
modifications to the documents Filed with the Bard;,n;lptcy Court, including exhibits to the Plan

or docwinents forming part of the evidentiary recori_i at the Hearing, in their reasonablc business
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judgment as may be necessary; provided, however, thc I)ebtcm ghall provide the Creditors'
Committee with five business days notice of such nngmatc::ial modifications.

43,  Failure specifically to include %Ilreference particular sections or
provisions of the Plan or any rclated agreement in tbls Conﬁ:maﬁon Order shall not diminish or
impair the effectiveness of such sections or provisior;s,l it being the intent of the Banlauptey
Clourt that the Plan be confirmed and such related ag;cements be approved in their entircty.

44, Any document related to the Plan that refers to a plan of reorganization of
the Debtors other than the Plan confirmed by this C:;ﬁﬁmmiun Order shall be, and it hereby is,
deemed to be modified such that the reference to a plan of reorganization of the Debtors In such
document shall mean the Plan confiomed by this Coﬁ:maﬁon Order, as appropriate.

45, Inthe event of an incnnsisten;y' between the Plan, on the one hand, and
any other agreemen, instrument, or document hﬁteﬁftj;.‘led to implement the provisions of the Plan,
on {he other, the pravisions of the Plan ghall gov:rn;(ﬁnless olherwise expressly provided for in
such agrecment, insrument, or decument). In the :.wcnt of any inconsistency betweets the Plan or
any agreement, instrument, or document intended tn iﬁiplament the Flan, on the one hand, and
this Confinmation Order, on the other, the provisioﬁ:s of the Plan shall gavern.

46.  In accordance with Section D(D of the Plan, if the Effective Date does not
peenr, then {a) the Plan shall be mull and veid in nu{;ﬁspects, and (b) nothing contained in the
Plan shall be deemed to constitute a waiver or rclca;;a of any claims by or against, or any lterest
in the Deblers, or prejudice in any roaoner the nghts pf a Debtor or any other party in interest.

47, MNotwithstanding the eniry of fhis Confirmation Order and the accurrence

of the Effective Date, the Bankruptcy Court will retain such jurisdictjén over the Reorganization

27

PATENT
REEL: 014196 FRAME: 0456



12/16/03 09:15 FAX 202 942 5999 A & P FAX CTR DC #4 @100

Cases after the Effective Date as is legally pen:n.issit‘fle, including jurisdiction over those matters

and issues describe in Article XII of the Plan.

Daited: / 0 /% ) , 2003

Wilmington, Delaware

URITED STATES BA]V{RUPTCY TUDGE
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SECURITY AGREEMENT

NANO-TEX, LLC, a California’ limited liability company,
(hereinafter referred to as “DEBTOR”) with a principal
place of business located in Emeryville, California and
whose mailing address is 5770 Shellmound Street,
Emeryville, CA 94608, in consideration of ten deollaxs
($10.00) and cther good and valuable consideration, the re-
ceipt of which is hereby acknowledged, hereby grants to
BURLINGTON INDUSTRIES, INC., a corporation organized under
the laws of Delaware (hereinafter referred to as “LENDER")
with -its chief executive office office located in Greens-—
boro, North Carolina, a security interest in the” following
property: The entire right and interest of DEBTOR in and to
the patent rights and the trademark rights identified in
Schedules A and B attached hereto and made a part hereof,
to secure the performance of all obligztions of DERTOR as
set out in the April 1, 2001 POWER OF ATTORNEY and the un—
derlying promissory note, regarding those patent rights and
those trademark rights. ; '

Either the original or a photocopy of this Security
Agreement may be recorded to perfect LENDER’S security in-
terest. DEBTOR agrees to execute any further papers re-—
gquired to perfect LENDER’S gecurlty interest provided

herein.

NANO-TEX, ' LLC

By: Burlihgtcn Industries, Inc., as
Attorney—in—Fact

@L@/Ml/ Ll

Judlth . Altman

Title: Sehiar Vice President

Date ,féf/é§77,ﬂéfja~:3
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SCHEDULE A — PATENTS

ISSUED PATENTS
Patent No.

6379753
6544594
6497732
6380336
6472476
6485530
6617364
6221486
6387492
6516633
6599327 |
6617267 | .
6497733 ;
6617268
6607994
. 6517933
. 6607564

APPLICATIONS

Serial No. Filing Date

60/080185 03/24/98
60/093820 07/23/98
60/093911 07/23/98
60/105890 10/27/98
60/117641 - 01/28/99
09/274751 03/23/99
09/483891 01/28/00
60/144485 ’ 07/19/99
60/144615 07/20/99
60/153392 09/10/99
60/153393 09/10/99
10/084031 02/27/02
09/731431 12/06/00
09/731247 12406/00
09731144 12/06/00
B0/176649 01/18/00
650/194353 04/03/00
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SCHEDULE A — PATENTS
APPLICATIONS
Senal Number Filing Date
10/093173 03/06/02
09/847592 QL2101
09/766494 Q171801
6(/246924 11/08/00
G6/264181 Q1/25/1
BO/267378 0207701
10/624096 Q7721703
09/968693 10701401
60/297558 06/11/01
G6O/297557 06/11/01
10/634095 Q7/21/03
10/068247 02/06/02
10/165477 06/07/02
10/233330 08/30/02
50/380419 05/14/02
60/326837 10/02/01
10/614337 Q7/07/03
BOM1FTT 12/10/98
BO/111778 1210498
10/068248 02/06/02
10/136191 05/01/02
60/376G865 05/01/02
650/385022 05/31/02
10/165474 06/06/02
10/190166 07/05/02
1314577 12/09702
10/219581 0B/M15/02
10/355641 01731703
104235418 09/05/02
G0/423786 11/05/02
10/269271 10/11/02
680/438673 01/08/03
10/299512 11/18/02
10/314624 12/09/02
10/365572 02/12/03
50/449297 Q2/22/03
60/455281 O3N7/03
60/455280 Q317103
PATENT

RECORDED: 12/16/2003

REEL: 014196 FRAME: 0460



