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PART I
ITEM 1.

BUSINESS

GENERAL
The Men's Wearhouse began operations in 1973 as a partnership and was
incorporated as The Men's Wearhouse, Inc. (the "Company") under the laws of
Texas in May 1974. Our principal corporate and executive offices are located at
5803 Glenmont Drive, Houston, Texas 77081-1701 (telephone number 713/592-7200),
and at 40650 Encyclopedia Circle, Fremont, California 94538-2453 (telephone
number 510/657-9821), respectively. Unless the context otherwise requires,
"Company", "we", "us" and "our" refer to The Men's Wearhouse, Inc. and its
wholly owned or controlled subsidiaries.
Our website address is www.menswearhouse.com. Through the investor
relations section of our website, we provide free access to our annual reports
on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and
all amendments to those reports as soon as reasonably practicable after such
material is electronically filed with or furnished to the Securities and
Exchange Commission ("SEC"). The SEC also maintains a website that contains the
Company's filings at www.sec.gov.
THE COMPANY
We are one of the largest specialty retailers of menswear in the United
States and Canada. At February 1, 2003, our U.S. operations included 575 stores
in 44 states and the District of Columbia, primarily operating under the brand
names of Men's Wearhouse and K&G, with approximately 26% of our locations in
Texas and California. At February 1, 2003, our Canadian operations included 114
stores in 10 provinces operating under the brand name of Moores Clothing for
Men.

1
7
9
9

10
11
13
21
22
41
41
41
41
42
42

42

MEN'S WEARHOUSE
Under the Men's Wearhouse brand, we target middle and upper-middle income
men by offering quality merchandise at everyday low prices. In addition to
value, we believe we provide a superior level of customer service. Men's
Wearhouse stores offer a broad selection of designer, brand name and private
label merchandise at prices we believe are typically 20% to 30% below the
regular prices found at traditional department and specialty stores. Our
merchandise includes suits, sport coats, slacks, business casual, sportswear,
outerwear, dress shirts, shoes and accessories. We concentrate on business
attire that is characterized by infrequent and more predictable fashion changes.
Therefore, we believe we are not as exposed to trends typical of more
fashion-forward apparel retailers, where significant markdowns and promotional
pricing are more common. At February 1, 2003, we operated 505 Men's Wearhouse
stores in 44 states and the District of Columbia. These stores are referred to
as "Men's Wearhouse stores" or "traditional stores".
We also began a tuxedo rental program in selected Men's Wearhouse stores
during 1999. We believe this program generates incremental business for us
without significant incremental personnel or real estate costs and broadens our
customer base by drawing first-time and younger customers into our stores. We
completed the rollout of this program to our traditional stores during the first
quarter of fiscal 2002 and, as of our fiscal year end, offered tuxedo rentals in
495 Men's Wearhouse stores.
K&G
Under the K&G brand, we target the more price sensitive customer. The K&G
brand was acquired as a result of our combination with K&G Men's Center, Inc. in
June 1999 in a transaction accounted for as a pooling of interests (see Note 2
of Notes to Consolidated Financial Statements). Prior to the combination, our
Value Priced Clothing ("VPC") subsidiary targeted the market for the more price
sensitive customer. During 2001, VPC merged into K&G, with the five former VPC
stores continuing operations under the name The Suit Warehouse ("TSW"). At
February 1, 2003, we operated 65 K&G stores in 23 states and four TSW stores in
metropolitan Detroit and one in Ohio. Twenty-four of the K&G stores offer
ladies' career apparel that is also targeted to the more price sensitive
customer.
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We believe that K&G's more basic, value-oriented superstore approach
appeals to certain customers in the apparel market. K&G offers first-quality,
current-season apparel and accessories comparable in quality to that of
traditional department and specialty stores, at everyday low prices we believe
are typically 30% to 70% below the regular prices charged by such stores. K&G's
merchandising strategy emphasizes broad assortments across all major categories,
including tailored clothing, casual sportswear, dress furnishings, footwear and
accessories. This merchandise selection, which includes brand name as well as
private label merchandise, positions K&G to attract a wide range of customers in
each of its markets. As with the Men's Wearhouse brand, K&G's philosophy of
delivering everyday value distinguishes K&G from other retailers that adopt a
more promotional pricing strategy.
MOORES
On February 10, 1999, we combined with Moores Retail Group Inc. ("Moores"),
a privately owned Canadian corporation, in a transaction accounted for as a
pooling of interests (see Note 2 of Notes to Consolidated Financial Statements).
Moores is one of Canada's leading specialty retailers of menswear, with 114
stores in 10 Canadian provinces at February 1, 2003. Moores focuses on
conservative, basic tailored apparel. This limits exposure to changes in fashion
trends and the need for significant markdowns. Moores' merchandise consists of
suits, sport coats, slacks, business casual, dress shirts, sportswear,
outerwear, shoes and accessories. Moores typically offers a full assortment of
suits and sport coats with prices of suits generally ranging from Can$149 to
Can$369.
Moores distinguishes itself from other Canadian retailers of menswear by
manufacturing a significant portion of the tailored clothing for sale in its
stores. Moores conducts its manufacturing operations through its wholly owned
subsidiary, Golden Brand Clothing (Canada) Ltd. ("Golden Brand"), which is the
second largest manufacturer of men's suits and sport coats in Canada. Golden
Brand's manufacturing facility in Montreal, Quebec, includes a cutting room,
fusing department, pant shop and coat shop. At full capacity, the coat shop can
produce 13,000 units per week and the pant shop can produce 23,000 units per
week. As a result of the vertical integration and the related cost savings,
Moores is able to provide greater value to its customer by offering a broad
selection of quality merchandise at everyday low prices, which the Company
believes typically range from 20% to 30% below the regular prices charged by
traditional Canadian department and specialty stores. Beginning in 1999, Golden
Brand also manufactures product for Men's Wearhouse stores.

EXPANSION STRATEGY
Our expansion strategy includes:
- opening additional Men's Wearhouse and K&G stores in new and existing
markets,
- expanding our tuxedo rental program to Moores stores,
- identifying strategic acquisition opportunities, including but not
limited to international opportunities,
- testing expanded merchandise categories in selected stores, and
- expanding our business to include complementary products and services.
In general terms, we consider a geographic area served by a common group of
television stations as a single market.
On a limited basis, we have acquired store locations, inventories, customer
lists, trademarks and tradenames from existing menswear retailers in both new
and existing markets. We may do so again in the future. At present, in 2003 we
plan to open an additional 10 new Men's Wearhouse stores and seven new K&G
stores, to close two Men's Wearhouse stores and six K&G stores, to expand and
relocate up to 19 existing Men's Wearhouse stores and up to four existing K&G
stores and to continue expansion in subsequent years. We believe that our
ability to increase the number of traditional stores in the United States above
550 will be limited. However, we believe that additional growth opportunities
exist through improving and diversifying the merchandise mix, relocating stores,
expanding our K&G brand and adding complementary products and services.
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MERCHANDISING
Our stores offer a broad selection of designer, brand name and private
label men's business attire, including a consistent stock of core items (such as
navy blazers, tuxedos and basic suits). Although basic styles are emphasized,
each season's merchandise reflects current fabric and color trends, and a small
percentage of inventory, accessories in particular, are usually more fashion
oriented. The broad merchandise selection creates increased sales opportunities
by permitting a customer to purchase substantially all of his tailored wardrobe
and accessory requirements, including shoes, at our stores. Within our tailored
clothing, we offer an assortment of styles from a variety of manufacturers and
maintain a broad selection of fabrics, colors and sizes. We believe that the
depth of selection offered provides us with an advantage over most of our
competitors. During fiscal 2002, we also shifted our merchandise mix in order to
increase our offering of opening price point product in our traditional stores.
We believe this shift better aligns our product selection with the everyday low
price value proposition we want to offer our Men's Wearhouse brand customers.
The Company's inventory mix includes "business casual" merchandise designed
to meet demand for such products resulting from more relaxed dress codes in the
workplace. This merchandise consists of tailored and non-tailored clothing
(sport coats, casual slacks, knits and woven sports shirts, sweaters and casual
shoes) that complements the existing product mix and provides opportunity for
enhanced sales without significant inventory risk.
We do not purchase significant quantities of merchandise overruns or
close-outs. We provide recognizable quality merchandise at consistent prices
that assist the customer in identifying the value available at our stores. We
believe that the merchandise at Men's Wearhouse and Moores stores is generally
offered 20% to 30% below traditional department and specialty store regular
prices and that merchandise at K&G stores is generally 30% to 70% below regular
retail prices charged by such stores. A ticket is affixed to each item, which
displays our selling price alongside the price we regard as the regular price of
the item at traditional department and specialty stores.
By targeting men's business attire, a category of men's clothing
characterized by infrequent and more predictable fashion changes, we believe we
are not as exposed to trends typical of more fashion-forward apparel retailers.
This allows us to carry basic merchandise over to the following season and
reduces the need for markdowns; for example, a navy blazer or gray business suit
may be carried over to the next season. Our Men's Wearhouse and Moores stores
have an annual sale that starts around Christmas and runs through the month of
January, during which prices on many items are reduced 20% to 50% off the
everyday low prices. This sale reduces stock at year-end and prepares for the
arrival of the new season's merchandise. In 2002, we had a similar event in
mid-summer; however, the level of advertising for promotion of the summer event
was lower than that for the year-end event.
During 2000, 2001 and 2002, 59.3%, 56.8% and 56.5%, respectively, of our
total net merchandise sales were attributable to tailored clothing (suits, sport
coats and slacks) and 40.7%, 43.2% and 43.5%, respectively, were attributable to
casual attire, sportswear, shoes, shirts, ties, outerwear and other.

In addition to accepting cash, checks or nationally recognized credit
cards, we offer our own private label credit card to Men's Wearhouse customers
and, in May 2002, we introduced a private label credit card to our Moores
customers. We have contracted with a third-party vendor to provide all necessary
servicing and processing and to assume all credit risks associated with our
private label credit card program. We believe that the private label credit card
provides us with an important tool for targeted marketing and presents an
excellent opportunity to communicate with our customers. During 2002, our
customers used the private label credit card for approximately 18% of our sales
at the Men's Wearhouse brand and approximately 8% of our sales at the Moores
brand.
CUSTOMER SERVICE AND MARKETING
The Men's Wearhouse and Moores sales personnel are trained as clothing
consultants to provide customers with assistance and advice on their apparel
needs, including product style, color coordination, fabric and garment fit. For
example, clothing consultants at Men's Wearhouse stores attend an intensive
training
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program at our training facility in Fremont, California, which is further
supplemented with weekly store meetings, periodic merchandise meetings and
frequent interaction with multi-unit managers.
We encourage our clothing consultants to be friendly and knowledgeable and
to promptly greet each customer entering the store. Consultants are encouraged
to offer guidance to the customer at each stage of the decision-making process,
making every effort to earn the customer's confidence and to create a
professional relationship that will continue beyond the initial visit. Clothing
consultants are also encouraged to contact customers after the purchase or
pick-up of tailored clothing to determine whether customers are satisfied with
their purchases and, if necessary, to take corrective action. Store personnel
have full authority to respond to customer complaints and reasonable requests,
including the approval of returns, exchanges, refunds, re-alterations and other
special requests, all of which we believe helps promote customer satisfaction
and loyalty.
K&G stores are designed to allow customers to select and purchase apparel
by themselves. For example, each merchandise category is clearly marked and
organized by size, and suits are specifically tagged "Athletic Fit,"
"Double-Breasted," "Three Button," etc., as a means of further assisting
customers to easily select their styles and sizes. K&G employees assist
customers with merchandise selection, including correct sizing.
Each of our stores provides on-site tailoring services to facilitate timely
alterations at a reasonable cost to customers. Tailored clothing purchased at a
Men's Wearhouse store will be pressed and re-altered (if the alterations were
performed at a Men's Wearhouse store) free of charge for the life of the
garment.
Because management believes that men prefer direct and easy store access,
we attempt to locate our stores in regional strip and specialty retail centers
or in freestanding buildings to enable customers to park near the entrance of
the store.
Our total annual advertising expenditures, which were $69.7 million, $61.2
million and $60.1 million in 2000, 2001 and 2002, respectively, are significant.
The Company advertises principally on television and radio, which we consider
the most effective means of attracting and reaching potential customers, and our
advertising campaign is designed to reinforce our various brands.
PURCHASING AND DISTRIBUTION
We purchase merchandise from approximately 700 vendors. In 2002, no vendor
accounted for 10% or more of purchases. Management does not believe that the
loss of any vendor would significantly impact us. While we have no material
long-term contracts with our vendors, we believe that we have developed an
excellent relationship with our vendors, which is supported by consistent
purchasing practices.
We believe we obtain favorable buying opportunities relative to many of our
competitors. We do not request cooperative advertising support from
manufacturers, which reduces the manufacturers' costs of doing business with us
and enables them to offer us lower prices. Further, we believe we obtain better
discounts by entering into purchase arrangements that provide for limited return
policies, although we always retain the right to return goods that are damaged
upon receipt or determined to be improperly manufactured. Finally, volume
purchasing of specifically planned quantities purchased well in advance of the
season enables more efficient production runs by manufacturers who, in turn,
generally pass some of the cost savings back to us.

We purchase a significant portion of our inventory through a direct
sourcing program. In addition to finished product, we purchase fabric from mills
and contract with certain factories for the assembly of the finished product to
be sold in our U.S. and Canadian stores. Arrangements for fabric and assembly
have been with both domestic and foreign mills and factories. During 2000, 2001
and 2002, product procured through the direct sourcing program represented
approximately 28%, 28% and 27%, respectively, of total inventory purchases for
stores operating in the U.S. We expect that purchases through the direct
sourcing program will represent approximately 30% of total U.S. purchases in
2003. During 2000, 2001 and 2002, our manufacturing operations at Golden Brand
provided 45%, 47% and 43%, respectively, of inventory purchases for Moores
stores and 6%, 5% and 8% during 2000, 2001 and 2002, respectively, of inventory
purchases for Men's Wearhouse stores.
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To protect against currency exchange risks associated with certain firmly
committed and certain other probable, but not firmly committed, inventory
transactions denominated in a foreign currency (primarily the Euro), we enter
into forward exchange contracts. In addition, many of the purchases from foreign
vendors are financed by letters of credit.
We have entered into license agreements with a limited number of parties
under which we are entitled to use designer labels such as "Gary Player(R)" and
nationally recognized brand labels such as "Botany(R)" and "Botany 500(R)" in
return for royalties paid to the licensor based on the costs of the relevant
product. These license agreements generally limit the use of the individual
label to products of a specific nature (such as men's suits, men's formal wear
or men's shirts). The labels licensed under these agreements will continue to be
used in connection with a portion of the purchases under the direct sourcing
program described above, as well as purchases from other vendors. We monitor the
performance of these licensed labels compared to their cost and may elect to
selectively terminate any license, as provided in the respective agreement. We
have also purchased several trademarks, including "Cricketeer(R)," "Joseph &
Feiss(R)," "Baracuta(R)," and "Pronto Uomo(R)," which are used similarly to our
licensed labels. Because of the continued consolidation in the men's tailored
clothing industry, we may be presented with opportunities to acquire or license
other designer or nationally recognized brand labels.
All merchandise for Men's Wearhouse stores is received into our central
warehouse located in Houston, Texas. Merchandise for a store is picked and then
moved to the appropriate staging area for shipping. In addition to the central
distribution center in Houston, we have space within certain Men's Wearhouse
stores or separate hub warehouse facilities in the majority of our markets,
which function as redistribution facilities for their respective areas. Most
purchased merchandise for Moores and K&G stores is direct shipped by vendors to
the stores.
We lease and operate 29 long-haul tractors and 62 trailers, which, together
with common carriers, are used to transport merchandise from the vendors to our
distribution facilities and from the distribution facilities to Men's Wearhouse
stores within each market. We also lease or own 80 smaller van-like trucks,
which are used to deliver merchandise locally or within a given geographic
region.
COMPETITION
We believe that the unit demand for men's tailored clothing has generally
declined over the past decade. Our primary competitors include specialty men's
clothing stores, traditional department stores, off-price retailers,
manufacturer-owned and independently owned outlet stores and three-day stores.
Over the past several years market conditions have resulted in consolidation of
the industry. We believe that the principal competitive factors in the menswear
market are merchandise assortment, quality, price, garment fit, merchandise
presentation, store location and customer service.
We believe that strong vendor relationships, our direct sourcing program
and our buying volumes and patterns are the principal factors enabling us to
obtain quality merchandise at attractive prices. We believe that our vendors
rely on our predictable payment record and history of honoring promises,
including our promise not to advertise names of labeled and unlabeled designer
merchandise when requested. Certain of our competitors (principally department
stores) may be larger and may have substantially greater financial, marketing
and other resources than we have and therefore may have certain competitive
advantages.
SEASONALITY
Like most retailers, our business is subject to seasonal fluctuations.
Historically, over 30% of our net sales and over 45% of our net earnings have
been generated during the fourth quarter of each year. Because of the
seasonality of our business, results for any quarter are not necessarily
indicative of the results that may be achieved for the full year (see Note 10 of
Notes to Consolidated Financial Statements).
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TRADEMARKS AND SERVICEMARKS
We are the owner in the United States of the trademark and servicemark "The
Men's Wearhouse(R)" and of federal registrations therefor expiring in 2010, 2009
and 2012, respectively, subject to renewal. We have also been granted
registrations for that trademark and servicemark in the 44 states (including
Texas and California) in which we currently do business and have used those
marks. We are also the owner of "MW Men's Wearhouse (and design)(R)" and federal
registrations therefor expiring in 2010 and 2011, respectively, subject to
renewal. Our rights in the "The Men's Wearhouse(R)" and "MW Men's Wearhouse (and
design)(R)" marks are a significant part of our business, as the marks have
become well known through our television and radio advertising campaigns.
Accordingly, we intend to maintain our marks and the related registrations.
We are also the owner in the United States of the servicemarks "The Suit
Warehouse(R)" and "The Suit Warehouse and logo," which are tradenames used by
certain of the stores in Michigan operated by K&G, and "K&G(R)", which is a
tradename used by K&G stores. K&G stores also operate under the tradenames "K&G
Men's Superstore(R)," "K&G Men's Center(R)," "K&G MenSmart(R)" and "K&G
Ladies(R)." We own the registrations for "K&G(R)," "K&G (stylized)(R)," "K&G For
Men. For Women. For Less(R)," "K&G Men's Superstore(R)," "K&G Men's Superstore
(and design)(R)," and "K&G Ladies(R)." The application for the servicemark "K&G
Superstore" is in process. In addition, we own or license other
trademarks/servicemarks used in the business, principally in connection with the
labeling of products purchased through the direct sourcing program.
We own Canadian trademark registrations for the marks "Moores The Suit
People(R)," "Moores Vetements Pour Hommes(R)," "Moores Vetements Pour Hommes
(and design)(R)," "Moores Clothing For Men(R)" and "Moores Clothing For Men (and
design)(R)." Moores stores operate under the tradenames "Moores Clothing For
Men" and "Moores Vetements Pour Hommes."
EMPLOYEES
At February 1, 2003, we had approximately 11,500 employees, of whom
approximately 9,000 were full-time and approximately 2,500 were part-time
employees. Seasonality affects the number of part-time employees as well as the
number of hours worked by full-time and part-time personnel. Approximately 1,032
of our employees at Golden Brand belong to the Union of Needletrades, Industrial
and Textile Employees. Golden Brand is part of a collective bargaining unit, of
which it is the largest company. The current union contract expires in November
2005.
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ITEM 2.

PROPERTIES

As of February 1, 2003, we operated 575 stores in 44 states and the
District of Columbia and 114 stores in 10 Canadian provinces. The following
table sets forth the location, by state or province, of these stores:
<Table>
<Caption>

<S>
UNITED STATES
California..................................................
Texas.......................................................
Florida.....................................................
Illinois....................................................
Michigan....................................................
New York....................................................
Ohio........................................................
Pennsylvania................................................
Georgia.....................................................
New Jersey..................................................
Virginia....................................................
Massachusetts...............................................
Maryland....................................................
Washington..................................................
Colorado....................................................
North Carolina..............................................
Arizona.....................................................
Minnesota...................................................
Missouri....................................................
Connecticut.................................................
Tennessee...................................................
Indiana.....................................................
Oregon......................................................

MEN'S
WEARHOUSE
--------<C>
86
45
37
23
20
24
18
21
15
13
17
14
12
13
12
12
11
9
10
9
9
8
8

K&G
--<C>
5
12
2
5
6
2
5
1
6
5
1
3
4
2
2
1
2
1
1
1
1

MOORES
-----<C>

Wisconsin...................................................
Alabama.....................................................
Louisiana...................................................
Nevada......................................................
Utah........................................................
Kansas......................................................
Kentucky....................................................
Nebraska....................................................
New Hampshire...............................................
Oklahoma....................................................
South Carolina..............................................
Arkansas....................................................
Delaware....................................................
Iowa........................................................
New Mexico..................................................
Idaho.......................................................
Maine.......................................................
Mississippi.................................................
Rhode Island................................................
South Dakota................................................
West Virginia...............................................
District of Columbia........................................
CANADA
Ontario.....................................................
Quebec......................................................
British Columbia............................................
Alberta.....................................................
Manitoba....................................................
New Brunswick...............................................
Nova Scotia.................................................
Saskatchewan................................................
Newfoundland................................................
Prince Edward Island........................................
Total...................................................

7
5
4
5
5
3
3
3
3
3
3
2
2
2
2
1
1
1
1
1
1
1

--505
===

1
1

-70
==

</Table>
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Men's Wearhouse and Moores stores vary in size from approximately 2,950 to
15,100 total square feet (average square footage at February 1, 2003 was 5,562
square feet with 66% of stores having between 4,500 and 6,500 square feet).
Men's Wearhouse and Moores stores are primarily located in middle and uppermiddle income regional strip and specialty retail shopping centers. We believe
our customers generally prefer to limit the amount of time they spend shopping
for menswear and seek easily accessible store sites.
Men's Wearhouse and Moores stores are designed to further our strategy of
facilitating sales while making the shopping experience pleasurable. We attempt
to create a specialty store atmosphere through effective merchandise
presentation and sizing, attractive in-store signs and efficient checkout
procedures. Most of these stores have similar floor plans and merchandise
presentation to facilitate the shopping experience and sales process. Designer,
brand name and private label garments are intermixed, and emphasis is placed on
the fit of the garment rather than on a particular label or manufacturer. Each
store is staffed with clothing consultants and sales associates and has a
tailoring facility with at least one tailor.
K&G stores vary in size from approximately 5,400 to 50,000 total square
feet (average square footage at February 1, 2003 was 21,424 square feet with 41%
of stores having between 15,000 and 25,000 square feet). K&G stores are
"destination" stores located primarily in low-cost warehouses and second
generation strip shopping centers that are easily accessible from major highways
and thoroughfares. K&G has created a 25,000 square foot prototype men's and
ladies' superstore with fitting rooms and convenient check-out, customer service
and tailoring areas. K&G stores are organized to convey the impression of a
dominant assortment of first-quality merchandise and to project a no-frills,
value-oriented warehouse atmosphere. Each element of store layout and
merchandise presentation is designed to reinforce K&G's strategy of providing a
large selection and assortment in each category. We seek to make K&G stores
"customer friendly" by utilizing store signage and grouping merchandise by
categories and sizes, with brand name and private label merchandise intermixed.
We also seek to instill a sense of urgency for the customer to purchase by
opening K&G stores for business on Thursdays (as of April 2003), Fridays,
Saturdays and Sundays only, except for a limited number of Monday holidays and
an expanded schedule for the holiday season when stores are open every day. Each
store is typically staffed with a manager, assistant manager and other employees
who serve as customer service and sales personnel and cashiers. Each store also
has a tailoring facility with at least one tailor.
We lease our stores on terms generally from five to ten years with renewal
options at higher fixed rates in most cases. Leases typically provide for
percentage rent over sales break points. Additionally, most leases provide for a

50
23
14
12
5
3
3
2
1
1
--114
===

base rent as well as "triple net charges", including but not limited to common
area and maintenance expenses, property taxes, utilities, center promotions and
insurance. In certain markets, we lease between 1,000 and 3,000 additional
square feet in either a Men's Wearhouse store or a separate hub warehouse unit
to be utilized as a redistribution facility in that geographic area.
We own a 240,000 square foot facility situated on approximately seven acres
of land in Houston, Texas which serves as our principal office, warehouse and
distribution facility. Approximately 65,000 square feet of this facility is used
as office space for our financial, information technology and merchandising
departments with the remaining 175,000 square feet serving as a warehouse and
distribution center. We also own a 150,000 square foot facility, situated on an
adjacent six acres, comprised of approximately 9,000 square feet of office space
and 141,000 square feet serving as a warehouse and distribution center. During
1999, we purchased a 46-acre site in Houston on which we have developed
additional new distribution facilities. The first phase of development, an
approximately 385,000 square foot distribution center to support our tuxedo
rental program and our flat-packed merchandise, became operational during the
first and second quarters of 2001. In 2003, we plan to develop an additional
200,000 square feet as an expansion of our existing tuxedo operations.
Our executive offices in Fremont, California are housed in a 35,500 square
foot facility that we own. This facility serves as an office and training
facility. We also lease 17,417 square feet of additional office space in four
other locations and 27,000 square feet of warehouse space in Richmond,
California.
K&G leases a 100,000 square foot facility in Atlanta, Georgia which serves
as an office, distribution and store facility. Approximately 47,000 square feet
of this facility is used as office space for financial, information
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technology and merchandising personnel, 11,000 square feet is used as a
distribution center for store fixtures and supplies and the remaining 42,000
square feet is used as a store.
Moores leases a 37,700 square foot facility in Toronto, Ontario, comprised
of approximately 17,900 square feet of office space and 19,800 square feet used
as a warehouse and distribution center. Moores also leases a 94,700 square foot
warehouse facility in Montreal, Quebec, and a 230,000 square foot facility in
Montreal, Quebec comprised of approximately 13,000 square feet of office space,
37,600 square feet of warehouse space and 179,400 square feet of manufacturing
space.
ITEM 3.

LEGAL PROCEEDINGS

On May 11, 2001, a lawsuit was filed against the Company in the Superior
Court of California for the County of San Diego, Cause No. GIC 767223 (the "San
Diego County Suit"). The San Diego County Suit, which was brought as a purported
class action, alleges several causes of action, each based on the factual
allegation that we advertised and sold men's slacks at a marked price that was
exclusive of a hemming fee for the pants. The San Diego County Suit seeks: (i)
permanent and preliminary injunctions against advertising slacks at prices which
do not include hemming; (ii) restitution of all funds allegedly acquired by
means of any act or practice declared by the Court to be unlawful or fraudulent
or to constitute unfair competition under certain California statutes, (iii)
prejudgment interest; (iv) compensatory and punitive damages; (v) attorney's
fees; and (vi) costs of suit. We believe that the San Diego County Suit is
without merit and the allegations are contrary to customary and well recognized
and accepted practices in the sale of men's tailored clothing. The complaint in
the San Diego County Suit was subsequently amended to add similar causes of
action and requests for relief based upon allegations that our alleged "claims
that [it] sell[s] the same garments as department stores at 20% to 30% less" are
false and misleading. We believe that such added causes of action are also
without merit. The court ruled against the plaintiff's motion for class
certification, declining to certify a class. On October 17, 2002, the court
granted summary adjudication in favor of the Company on the plaintiff's false
advertising claim on behalf of the general public relating to hemming fees, and
also reaffirmed its earlier ruling denying class certification. The court found
there were triable issues of fact, and therefore denied summary adjudication on
the remaining claims. The court has tentatively set a trial date for May 19,
2003. The Company intends to vigorously defend the San Diego County Suit.
On April 18, 2003, a lawsuit was filed against the Company in the Superior
Court of California for the County of Orange, Case No. 03CC00132 (the "Orange
County Suit"). On April 21, 2003, a lawsuit was filed against K&G Men's Center,
Inc. and K&G Men's Company Inc. (collectively, "K&G"), wholly owned subsidiaries
of the Company, in the Los Angeles Superior Court of California, Case No.
BC294361 (the "Los Angeles County Suit"; the Los Angeles County Suit and the
Orange County Suit shall be referred to jointly as the "Suits"). The Suits,
which were both brought as purported class actions, allege several causes of
action, each based on the factual allegation that in the State of California the
Company and K&G misclassified its managers and assistant managers as exempt from

the application of certain California labor statutes. Because of this
misclassification, the Suits allege that the Company and K&G failed to pay
overtime compensation and provide the required rest periods to such employees.
The Suits seek, among other things, declaratory and injunctive relief along with
an accounting as to alleged wages, premium pay, penalties, interest and
restitution allegedly due the class defendants. We believe that our managers and
assistant managers were properly classified as exempt under such statutes and,
therefore, properly compensated. The Company believes that the Suits are without
merit and intends to vigorously defend them.
In addition, we are involved in various routine legal proceedings,
including ongoing litigation, incidental to the conduct of our business.
Management believes that none of these matters will have a material adverse
effect on our financial condition or results of operations.
ITEM 4.

SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of security holders during the fourth
quarter of the fiscal year ended February 1, 2003.
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PART II
ITEM 5.

MARKET FOR THE COMPANY'S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS

Our common stock is traded on the New York Stock Exchange under the symbol
"MW." The following table sets forth, on a per share basis for the periods
indicated, the high and low sale prices per share for our common stock as
reported by the New York Stock Exchange:
<Table>
<Caption>
<S>
FISCAL YEAR 2001
First quarter ended May 5, 2001...........................
Second quarter ended August 4, 2001.......................
Third quarter ended November 3, 2001......................
Fourth quarter ended February 2, 2002.....................
FISCAL YEAR 2002
First quarter ended May 4, 2002...........................
Second quarter ended August 3, 2002.......................
Third quarter ended November 2, 2002......................
Fourth quarter ended February 1, 2003.....................
</Table>

HIGH
-----<C>

LOW
-----<C>

$32.49
30.00
26.60
24.61

$20.50
22.35
17.00
17.87

$26.50
28.72
20.61
20.00

$20.29
18.35
9.61
13.25

On April 25, 2003, there were approximately 1,450 holders of record and
approximately 5,014 beneficial holders of our common stock.
We have not
future we intend
expansion of our
dividends on our
Statements).

paid cash dividends on our common stock and for the foreseeable
to retain all of our earnings for the future operation and
business. Our credit agreement prohibits the payment of cash
common stock (see Note 4 of Notes to Consolidated Financial
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ITEM 6.

SELECTED FINANCIAL DATA

The following selected statement of earnings and balance sheet information
for the fiscal years indicated has been derived from The Men's Wearhouse, Inc.
(the "Company") audited consolidated financial statements. The Selected
Financial Data should be read in conjunction with "Management's Discussion and
Analysis of Financial Condition and Results of Operations" and the Consolidated
Financial Statements and notes thereto. References herein to years are to the
Company's 52-week or 53-week fiscal year, which ends on the Saturday nearest
January 31 in the following calendar year. For example, references to "2002"
mean the fiscal year ended February 1, 2003. All fiscal years for which
financial information is included herein had 52 weeks, except 2000 which had 53
weeks.
Financial and operating data for all periods presented reflect the
retroactive effect of the February 1999 combination with Moores Retail Group
Inc. ("Moores") and the June 1999 combination with K&G Men's Center, Inc.
("K&G"), both accounted for as a pooling of interests (see Note 2 of Notes to
Consolidated Financial Statements).
<Table>
<Caption>
1998
----------

1999
2000
2001
2002
------------------------------------(DOLLARS AND SHARES IN THOUSANDS, EXCEPT

<S>
STATEMENT OF EARNINGS DATA:
Net sales................................
Gross margin.............................
Operating income(5)......................
Earnings before extraordinary item(5)....
Earnings per share of common stock before
extraordinary item(1)(5):
Basic..................................
Diluted................................
Weighted average shares outstanding(1)...
Weighted average shares outstanding plus
dilutive potential common shares(1)....
OPERATING INFORMATION:
Percentage increase/(decrease) in
comparable US store sales(2)...........
Percentage increase/(decrease) in
comparable Canadian store sales(2).....
Average square footage -- all
stores(3)..............................
Average sales per square foot of selling
space(4)...............................
Number of stores:
Open at beginning of the period........
Opened.................................
Acquired...............................
Closed.................................
Open at end of the period..............
CASH FLOW INFORMATION:
Capital expenditures.....................
Depreciation and amortization............
Purchase of treasury stock...............
</Table>

<C>

PER SHARE AND PER SQUARE FOOT DATA)
<C>
<C>
<C>

<C>

$1,037,831
377,834
95,045
50,142

$1,186,748
438,966
100,931
55,957

$1,333,501
514,666
141,158
84,661

$1,273,154
451,111
73,841
43,276

$1,295,049
454,348
69,392
42,412

$
$

$
$

$
$

$
$

$
$

1.23
1.19
40,738
42,964

42,452

2.03
2.00
41,769
42,401

1.06
1.04
40,997
41,446

1.04
1.04
40,590
40,877

9.6%

7.7%

3.3%

(10.2)%

(3.1)%

2.1%

0.3%

8.3%

4.2%

(2.1)%

6,146
$

1.34
1.32
41,848

384

6,193
$

400

6,520
$

406

7,046
$

336

7,174
$

319

526
65
4
(16)
---------579

579
54
-(19)
---------614

614
39
1
(3)
---------651

651
32
-(3)
---------680

680
16
-(7)
---------689

$

$

$

$

$

53,474
26,761
926

47,506
30,082
1,273

79,411
34,689
7,871

64,777
41,949
30,409

45,422
44,284
28,058
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<Table>
<Caption>

<S>
BALANCE SHEET INFORMATION:
Cash........................................
Working capital.............................
Total assets................................
Long-term debt(6)...........................
Shareholders' equity........................
</Table>

JANUARY 30,
1999
----------<C>

JANUARY 29,
2000
----------<C>

FEBRUARY 3,
2001
----------<C>

FEBRUARY 2,
2002
----------<C>

FEBRUARY 1,
2003
----------<C>

$ 31,012
230,624
535,076
44,870
351,455

$ 77,798
280,251
611,195
46,697
408,973

$ 84,426
316,213
713,317
42,645
494,987

$ 38,644
301,935
717,869
37,740
509,883

$ 84,924
325,272
769,313
38,709
531,761

- --------------(1) Adjusted to give effect to a 50% stock dividend effected on June 19, 1998.
(2) Comparable store sales data is calculated by excluding the net sales of a
store for any month of one period if the store was not open throughout the
same month of the prior period. Fiscal year 2000 is calculated on a 52-week
basis.
(3) Average square footage -- all stores is calculated by dividing the total
square footage for all stores open at the end of the period by the number of
stores open at the end of such period.
(4) Average sales per square foot of selling space is calculated by dividing
total selling square footage for all stores open the entire year into total
sales for those stores.
(5) In 1999, in conjunction with the Moores and K&G combinations as discussed in
Note 2 of Notes to Consolidated Financial Statements, we recorded
transaction costs of $7.7 million, duplicative store closing costs of $6.1
million and litigation costs of $0.9 million. These charges in total reduced
operating income by $14.7 million and earnings before extraordinary item by
$11.2 million; basic and diluted earnings per share of common stock before
extraordinary item were reduced by $0.27 and $0.26, respectively. The
transaction costs were composed primarily of investment banking fees,
professional fees and contract termination payments, while the duplicative
store closing costs consisted primarily of lease termination payments and
the write-off of fixed assets associated with the closing of duplicate store
sites in existing markets. The litigation charge resulted from the
settlement of a lawsuit filed by a former K&G employee related to his
employment relationship with K&G. In addition, we recorded an extraordinary
charge of $2.9 million, net of a $1.4 million tax benefit, related to the

write-off of deferred financing costs and prepayment penalties for the
refinancing of approximately US$57 million of Moores' indebtedness.
(6) In August 1998, the Company gave notice to the holders of its outstanding
5 1/4% Convertible Subordinated Notes (the "Notes") that the Company would
redeem the Notes on September 14, 1998. As a result, $36.8 million principal
amount of the Notes was converted into 1.6 million shares of the Company's
common stock and $20.7 million principal amount was redeemed for an
aggregate of $21.5 million. An extraordinary charge of $0.7 million, net of
tax benefit of $0.5 million, related to the early retirement of the Notes in
fiscal 1998 was recognized.
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ITEM 7.

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

GENERAL
The Men's Wearhouse opened its first store in Houston, Texas in August
1973. The Company combined with Moores Retail Group Inc. ("Moores") in February
1999 and with K&G Men's Center, Inc. ("K&G") in June 1999, with both
combinations accounted for as a pooling of interests (see Note 2 of Notes to
Consolidated Financial Statements). At February 1, 2003, we operated 575 stores
in the United States and 114 stores in Canada. We opened 39 stores in 2000, 32
stores in 2001 and 16 stores in 2002; in addition, we acquired one store in
2000. Expansion is generally continued within a market as long as management
believes it will provide profitable incremental sales volume. Historically, this
growth has resulted in significant increases in net sales and has also
contributed to increased net earnings. However, in 2001, we experienced a
decrease in net sales and net earnings primarily as a result of the declining US
economy and the effects of the events of September 11, 2001. The continued
decline of the US and Canadian economies throughout fiscal year 2002 continued
to impact net sales and net earnings in comparison to pre-2001 levels (see
"Results of Operations" discussion herein).
Like most retailers, our business is subject to seasonal fluctuations.
Historically, more than 30% of our net sales and more than 45% of our net
earnings have been generated during the fourth quarter of each year. Because of
the seasonality of our business, results for any quarter are not necessarily
indicative of the results that may be achieved for the full year.
We intend to continue our expansion in new and existing markets. We plan to
open approximately 10 new Men's Wearhouse stores and seven new K&G stores in
2003, to close two Men's Wearhouse stores and six K&G stores and to expand
and/or relocate approximately 19 existing Men's Wearhouse stores and four
existing K&G stores. The average cost (excluding telecommunications and
point-of-sale equipment and inventory) of opening a new store is expected to be
approximately $0.3 million in 2003.
We have closed 13 stores in the three years ended February 1, 2003.
Generally, in determining whether to close a store, we consider the store's
historical and projected performance and the continued desirability of the
store's location. In determining store contribution, the Company considers net
sales, cost of sales and other direct store costs, but excludes buying costs,
corporate overhead, depreciation and amortization, financing costs and
advertising. Store performance is continually monitored and, occasionally, as
regions and shopping areas change, management may determine that it is in our
best interest to close or relocate a store. In 2000, three stores were closed
due to substandard performance. In 2001, three stores were closed due to
substandard performance or lease expiration. In 2002, five stores were closed
due to substandard performance or lease expiration and two stores were closed
when their operations were combined with other existing area stores.
CRITICAL ACCOUNTING POLICIES
The preparation of our consolidated financial statements requires the
appropriate application of accounting policies in accordance with generally
accepted accounting principles. In many instances, this also requires management
to make estimates and assumptions about future events that affect the amounts
and disclosures included in our financial statements. We base our estimates on
historical experience and various assumptions that we believe are reasonable
under the circumstances. However, since future events and conditions and their
effects cannot be determined with certainty, actual results will differ from our
estimates, and such differences could be material to our financial statements.
Our accounting policies are described in Note 1 of Notes to Consolidated
Financial Statements. We consistently apply these policies and periodically
evaluate the reasonableness of our estimates in light of actual events.
Historically, we have found our accounting policies to be appropriate and our
estimates and assumptions reasonable. We believe our critical accounting
policies and our most significant estimates are those that relate to inventories
and long-lived assets, including goodwill, and our estimated liabilities for the
self-insured portions of our workers' compensation and employee health benefit

costs.
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Our inventory is carried at the lower of cost or market. Cost is determined
on the first-in, first-out method for approximately 80% of our inventory and on
the retail inventory method for the remaining 20%. Our inventory cost also
includes estimated procurement and distribution costs (warehousing, freight,
hangers and merchandising costs) associated with the inventory, with the balance
of such costs included in cost of sales. We make assumptions, based primarily on
historical experience, as to items in our inventory that may be damaged,
obsolete or salable only at marked down prices and reduce the cost of inventory
to reflect the market value of these items. If actual damages, obsolescence or
market demand is significantly different from our estimates, additional
inventory write-downs could be required. In addition, procurement and
distribution costs are allocated to inventory based on the ratio of annual
product purchases to average inventory cost. If this ratio were to change
significantly, it could materially affect the amount of procurement and
distribution costs included in cost of sales.
We make judgments about the carrying value of long-lived assets, such as
property and equipment and amortizable intangibles, and the recoverability of
goodwill whenever events or changes in circumstances indicate that an
other-than-temporary impairment in the remaining value of the assets recorded on
our balance sheet may exist. We test for impairment annually or more frequently
if circumstances dictate. To estimate the fair value of long-lived assets,
including goodwill, we make various assumptions about the future prospects for
the brand that the asset relates to and typically estimate future cash flows to
be generated by these brands. Based on these assumptions and estimates, we
determine whether we need to take an impairment charge to reduce the value of
the asset stated on our balance sheet to reflect its estimated fair value.
Assumptions and estimates about future values and remaining useful lives are
complex and often subjective. They can be affected by a variety of factors,
including external factors such as industry and economic trends, and internal
factors such as changes in our business strategy and our internal forecasts.
Although we believe the assumptions and estimates we have made in the past have
been reasonable and appropriate, different assumptions and estimates could
materially impact our reported financial results. We recorded no impairment
charge as a result of our testing performed during 2002.
We self-insure portions of our workers' compensation and employee medical
costs. We estimate our liability for future payments under these programs based
on historical experience and various assumptions as to participating employees,
health care costs, number of claims and other factors, including industry trends
and information provided to us by our insurance broker. We also use actuarial
estimates with respect to workers' compensation. If the number of claims or the
costs associated with those claims were to increase significantly over our
estimates, additional charges to earnings could be necessary to cover required
payments.
RESULTS OF OPERATIONS
The following table sets forth the Company's results of operations
expressed as a percentage of net sales for the periods indicated:
<Table>
<Caption>

<S>
Net sales...................................................
Cost of goods sold, including buying and occupancy costs....
Gross margin................................................
Selling, general and administrative expenses................
Operating income............................................
Interest expense, net.......................................
Earnings before income taxes................................
Provision for income taxes..................................
Net earnings................................................

FISCAL YEAR
--------------------2000
2001
2002
------------<C>
<C>
<C>
100.0% 100.0% 100.0%
61.4
64.6
64.9
------------38.6
35.4
35.1
28.0
29.6
29.7
------------10.6
5.8
5.4
0.1
0.2
0.1
------------10.5
5.6
5.3
4.2
2.2
2.0
------------6.3%
3.4%
3.3%
=====
=====
=====

</Table>
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2002 COMPARED WITH 2001
The following table presents a breakdown of 2001 and 2002 net sales of the
Company by stores open in each of these periods (in millions):

<Table>
<Caption>

STORES
- -----<S>
16 stores opened in 2002..............................
32 stores opened in 2001..............................
Stores opened before 2001.............................
Total............................................

NET SALES
--------------------------------INCREASE/
2001
2002
(DECREASE)
------------------------<C>
<C>
<C>
$
-$
24.6
$24.6
26.7
57.8
31.1
1,246.5
1,212.6
(33.9)
------------------$1,273.2
$1,295.0
$21.8
========
========
=====

</Table>
The Company's net sales increased $21.8 million, or 1.7%, to $1.295 billion
for 2002 due primarily to increased sales in US stores opened in 2001 and 2002,
offset partially by decreased sales from stores opened prior to fiscal 2001.
Comparable store sales (which are calculated by excluding the net sales of a
store for any month of one period if the store was not open throughout the same
month of the prior period) for 2002 decreased 3.1% in the US and 2.1% in Canada
from 2001. The decrease in comparable sales for the U.S. and Canadian stores was
due mainly to continued weakness in the U.S. and Canadian economies. Sales of
men's apparel is particularly affected since buying patterns for men are
considered to be more discretionary than those in other apparel areas.
Gross margin increased $3.2 million, or 0.7%, to $454.3 million in 2002. As
a percentage of sales, gross margin decreased from 35.4% in 2001 to 35.1% in
2002. This decrease in gross margin percentage predominately resulted from an
increase in occupancy cost (which is relatively constant on a per store basis)
as a percentage of sales and higher markdowns at the Men's Wearhouse brand
associated with a shift to merchandise with lower opening price points. This was
offset in part by our higher margin tuxedo rental revenues increasing from 0.8%
of total revenues in fiscal 2001 to 2.5% of total revenues in fiscal 2002.
Selling, general and administrative ("SG&A") expenses, as a percentage of
sales, were 29.7% in 2002 compared to 29.6% in 2001, with SG&A expenditures
increasing by $7.7 million or 2.0% to $385.0 million. On an absolute dollar
basis, advertising decreased by $1.1 million, store salaries increased by $10.4
million and other SG&A decreased by $1.6 million. As a percentage of sales,
advertising expense decreased from 4.8% to 4.6%, store salaries increased from
11.4% to 12.1% and other SG&A expenses decreased from 13.4% to 13.0%. The
decrease in advertising was due to planned reductions in media spending. The
increase in store salaries was the result of higher sales commission rates in
2002 for promotional and other merchandise sales categories. These commission
rates were put in place to help drive the shift to lower opening price points
for merchandise offerings at the Men's Wearhouse brand. Other SG&A expenses
decreased due to our focus on reducing corporate overhead.
Interest expense, net of interest income, decreased from $2.9 million in
2001 to $1.3 million in 2002. Weighted average borrowings outstanding decreased
$25.5 million from the prior year to $39.8 million in 2002, and the weighted
average interest rate on outstanding indebtedness decreased from 5.4% to 4.9%.
The decrease in the weighted average borrowings resulted primarily from
decreased short-term borrowings under our credit facilities. The decrease in the
weighted average interest rate was due primarily to decreases during 2002 in the
LIBOR rate. Interest expense was offset by interest income from the investment
of excess cash of $0.8 million in 2001 and $1.0 million in 2002. See "Liquidity
and Capital Resources" discussion herein.
Our effective income tax rate for the year ended February 1, 2003 was 37.8%
compared to 39.0% for the prior year. The effective tax rate was higher than the
statutory federal rate of 35% primarily due to the effect of state income taxes.
These factors resulted in 2002 net earnings of $42.4 million or 3.3% of net
sales, compared with 2001 net earnings of $43.3 million or 3.4% of net sales.
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2001 COMPARED WITH 2000
The following table presents a breakdown of 2000 and 2001 net sales of the
Company by stores open in each of these periods (in millions):
<Table>
<Caption>

STORES
- -----<S>

NET SALES
-------------------------------INCREASE/
2000
2001
(DECREASE)
-----------------------<C>
<C>
<C>

32 stores opened in 2001..............................
40 stores opened or acquired in 2000..................
Stores opened before 2000.............................
Total............................................

$

-37.6
1,295.9
-------$1,333.5
========

$

26.7
74.4
1,172.1
-------$1,273.2
========

$

26.7
36.8
(123.8)
------$ (60.3)
=======

</Table>
The Company's net sales decreased $60.3 million, or 4.5%, to $1.273 billion
for 2001 due primarily to decreased sales in US stores open prior to fiscal year
2000, offset by increased sales from stores opened in 2000 and 2001. Comparable
store sales for 2001 decreased 10.2% in the US and increased 4.2% in Canada from
2000. The decrease in comparable sales for the US stores was due mainly to the
declining US economy. Sales of men's tailored apparel are particularly affected
since buying patterns for men are considered to be more discretionary than those
in other apparel areas. The negative effect of the terrorist events of September
11, 2001 on retail and numerous other business sectors also contributed to the
decline.
Gross margin decreased $63.6 million, or 12.3%, to $451.1 million in 2001.
As a percentage of sales, gross margin decreased from 38.6% in 2000 to 35.4% in
2001. This decrease in gross margin predominately resulted from an increase in
occupancy cost (which is relatively constant on a per store basis) as a
percentage of sales and a larger percentage of the sales mix being contributed
by our lower margin K&G brand.
SG&A expenses, as a percentage of sales, were 29.6% in 2001 compared to
28.0% in 2000, with SG&A expenditures increasing by $3.8 million or 1.0% to
$377.3 million. On an absolute dollar basis, the principal components of SG&A
expenses increased primarily due to our growth in number of stores and increased
infrastructure support costs. As a percentage of sales, advertising expense
decreased from 5.2% to 4.8%, store salaries increased from 11.1% to 11.4% and
other SG&A expenses increased from 11.7% to 13.4%.
Interest expense, net of interest income, increased from $0.8 million in
2000 to $2.9 million in 2001. Weighted average borrowings outstanding increased
$15.4 million from the prior year to $65.3 million in 2001, and the weighted
average interest rate on outstanding indebtedness decreased from 7.1% to 5.4%.
The increase in the weighted average borrowings resulted primarily from
increased short-term borrowings under our credit facilities. The decrease in the
weighted average interest rate was due primarily to decreases during 2001 in the
LIBOR rate. Interest expense was offset by interest income from the investment
of excess cash of $2.8 million in 2000 and $0.8 million in 2001. See "Liquidity
and Capital Resources" discussion herein.
Our effective income tax rate for the year ended February 2, 2002 was 39.0%
compared to 39.7% for the prior year. The effective tax rate was higher than the
statutory federal rate of 35% primarily due to the effect of state income taxes.
These factors resulted in 2001 net earnings of $43.3 million or 3.4% of net
sales, compared with 2000 net earnings of $84.7 million or 6.3% of net sales.
LIQUIDITY AND CAPITAL RESOURCES
In January 2003, we replaced our existing $125.0 million revolving credit
facility which was scheduled to mature in February 2004 with a new revolving
credit agreement with a group of banks (the "Credit Agreement") that provides
for borrowing of up to $100.0 million through February 4, 2006. Advances under
the new Credit Agreement bear interest at a rate per annum equal to, at our
option, the agent's prime rate or the reserve adjusted LIBOR rate plus a varying
interest rate margin. The Credit Agreement also provides for fees applicable to
unused commitments. The terms and conditions of the new Credit Agreement are
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substantially the same as those of the replaced facility. As of February 2, 2002
and February 1, 2003, there was no indebtedness outstanding under the respective
credit facilities.
The new Credit Agreement contains various restrictive and financial
covenants, including the requirement to maintain a minimum level of net worth
and certain financial ratios. The Credit Agreement also prohibits payment of
cash dividends on our common stock. We are in compliance with the covenants in
the Credit Agreement.
In addition, in January 2003, we entered into a new Canadian credit
facility which is a term credit agreement under which we borrowed Can$62.0
million (US$40.7 million). The term credit borrowing is payable in quarterly
installments of Can$0.8 million (US$0.5 million) beginning May 2003, with the
remaining unpaid principal payable on February 4, 2008. Borrowings under the new
term credit agreement were used to repay approximately Can$60.9 million (US$40.0
million) in outstanding indebtedness of Moores under the previous term credit
agreement and to fund financing requirements of Moores. The effective interest
rate for the term credit borrowing was 2.8% and 4.3% at February 2, 2002 and

February 1, 2003, respectively. Covenants and interest rates for the term credit
agreement are substantially similar to those contained in our new Credit
Agreement. As of February 2, 2002 and February 1, 2003, there was US$40.1
million and US$40.7 million outstanding under these term credit agreements,
respectively.
Our primary sources of working capital are cash flow from operations and
borrowings under the Credit Agreement. We had working capital of $316.2 million,
$301.9 million and $325.3 million at the end of 2000, 2001 and 2002,
respectively. Historically, our working capital has been at its lowest level in
January and February, and has increased through November as inventory buildup is
financed with both vendor payables and credit facility borrowings in preparation
for the fourth quarter selling season.
Our operating activities provided net cash of $94.7 million and $52.3
million in 2000 and 2001, respectively, as cash provided by net earnings,
adjusted for non-cash charges and increases in payables, was more than offset by
increases in inventories and other assets and, in 2001, a decrease in income
taxes payable. Inventories increased $36.6 million in 2000 and $22.8 million in
2001 due to seasonal inventory buildup, the addition of inventory for new stores
and stores expected to be opened in the following quarter and the purchase of
fabric used in the direct sourcing of inventory. Other assets increased
primarily due to increased investment in tuxedo rental merchandise, while income
taxes payable decreased in 2001 mainly due to reduced earnings. During 2002, our
operating activities provided net cash of $113.0 million due mainly to net
earnings, adjusted for non-cash charges, a decrease in inventories and an
increase in payables, offset partially by an increase in other assets and a
decrease in income taxes payable. Our 4.5% decrease in net sales in fiscal 2001,
combined with our inventory levels at the end of fiscal 2001 and our modest
increase in net sales in fiscal 2002, have resulted in lower planned inventory
purchases. We also modified our inventory mix at our Men's Wearhouse stores to
increase our offering of opening price point product. As a result, the inventory
buildup through fiscal 2002 was not as significant as that typically experienced
during prior years and our balance of inventory at year end was less than our
fiscal 2001 year end balance. Our payables, however, increased as our buying
patterns normalized in the last quarter of 2002. Other assets increased
primarily due to increased investment in tuxedo rental merchandise, while income
taxes payable decreased mainly due to reduced earnings and a lower effective tax
rate associated with the mix of federal and state earnings.
Our investing activities used net cash of $83.4 million, $66.4 million and
$41.2 million in 2000, 2001 and 2002, respectively, due mainly to capital
expenditures of $79.4 million, $64.8 million and $45.4 million in 2000, 2001 and
2002, respectively. Our capital expenditures relate to costs incurred for stores
opened, remodeled or relocated during the year or under construction at the end
of the year and infrastructure technology investments. However, during 2002,
cash used for capital expenditures was partially offset by net proceeds received
from the sale of substantially all of the assets of Chelsea Market Systems,
L.L.C. ("Chelsea") to an unrelated company regularly engaged in the development
and licensing of software to the retail industry. As a result of the sale of
Chelsea, and after giving effect to the settlement of a related lawsuit, the
Company received net proceeds of $6.8 million. Approximately $4.4 million of
this amount will be recognized as a pretax operating gain by the Company,
pending the lapse of certain indemnification provisions related to the assets
sold, in the first quarter of 2003 (see "Other Matters" herein).
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The following table details our capital expenditures (in millions):
<Table>
<Caption>
<S>
New store construction......................................
Relocation and remodeling of existing stores................
Information technology......................................
Distribution facilities.....................................
Other.......................................................
Total..................................................

2000
----<C>
$15.9
28.9
18.2
10.0
6.4
----$79.4
=====

2001
----<C>
$13.3
27.8
13.2
6.4
4.1
----$64.8
=====

2002
----<C>
$ 5.7
23.6
8.4
3.4
4.3
----$45.4
=====

</Table>
Property additions relating to new stores include stores in various stages
of completion at the end of the fiscal year (two stores at the end of 2000,
three stores at the end of 2001 and no stores at the end of 2002). Our
expenditures for the relocation and remodeling of existing stores continue to be
substantial as we have opened fewer new stores.
We used net cash in financing activities of $4.7 million in 2000, $30.7
million in 2001 and $26.6 million in 2002 mainly for net payments of long-term
debt and purchases of treasury stock. As previously noted, we entered into a new

Canadian credit facility which is a term credit agreement under which we
borrowed Can$62 million (US$40.7 million) in January 2003. Borrowings under the
term credit agreement were used to repay approximately Can$60.9 million (US$40.0
million) in outstanding indebtedness of Moores under the previous term credit
agreement. In January 2000, the Board of Directors authorized the repurchase of
up to one million shares in the open market or in private transactions,
dependent on the market price and other considerations. On January 31, 2001, the
Board of Directors authorized an expansion of the stock repurchase program for
up to an additional two million shares of our common stock. During 2000, 2001
and 2002, we repurchased 335,000, 1,185,000 and 1,480,000 shares of our common
stock under this program at a cost of $7.9 million, $30.4 million and $28.1
million, respectively. In November 2002, the Board of Directors authorized a new
program for the repurchase of up to $25.0 million of Company stock in the open
market or in private transactions. As of February 24, 2003, no shares had yet
been repurchased under this program.
In connection with our share repurchase programs, we have from time to time
issued put option contracts and received premiums for doing so, with the
premiums being added to our capital in excess of par and effectively reducing
the cost of our share repurchases. Under these contracts, the contract
counterparties have the option to require us to purchase a specific number of
shares of our common stock at specific strike prices per share on specific
dates. During 2000, we issued three separate contracts for a total of 650,000
shares and received premiums of $0.9 million. However, the contracts expired
unexercised and all of the 335,000 shares we repurchased for $7.9 million in
2000 were acquired in open market transactions. During 2002, we repurchased
980,000 shares of our stock for $16.7 million in the open market and 500,000
shares for $11.4 million through settlement of an option contract. We received a
premium of $0.6 million for issuing this contract. The contract counterparty had
the option to exercise this contract at a strike price of $22.76 per share on
December 17, 2002, but contract completion was required earlier if the market
price of our common stock fell below a trigger price of $12.64 per share. During
the third quarter of 2002, the market price of our common stock fell below the
trigger price and we settled the contract.
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Our primary cash requirements are to finance working capital increases as
well as to fund capital expenditure requirements which are anticipated to be
approximately $50 million for 2003. This amount includes the anticipated costs
of opening approximately 10 new Men's Wearhouse stores and seven new K&G stores
in 2003 at an expected average cost per store of approximately $0.3 million
(excluding telecommunications and point-of-sale equipment and inventory). It
also includes approximately $10.0 million for expansion of our tuxedo
distribution facility and additional material handling equipment. The balance of
the capital expenditures for 2003 will be used for telecommunications,
point-of-sale and other computer equipment and systems, store relocations,
remodeling and expansion and infrastructure expansion to support our tuxedo
rental business. The Company anticipates that each of the 10 new Men's Wearhouse
stores and each of the seven new K&G stores will require, on average, an initial
inventory costing approximately $0.4 million and $1.2 million, respectively
(subject to the same seasonal patterns affecting inventory at all stores), which
will be funded by our revolving credit facility, trade credit and cash from
operations. The actual amount of future capital expenditures and inventory
purchases will depend in part on the number of new stores opened and the terms
on which new stores are leased. Additionally, the continuing consolidation of
the men's tailored clothing industry and recent financial difficulties of
significant menswear retailers may present us with opportunities to acquire
retail chains significantly larger than our past acquisitions. Any such
acquisitions may be undertaken as an alternative to opening new stores. We may
use cash on hand, together with cash flow from operations, borrowings under our
revolving credit facility and issuances of equity securities, to take advantage
of significant acquisition opportunities.
We anticipate that our existing cash and cash flow from operations,
supplemented by borrowings under our various credit agreements, will be
sufficient to fund planned store openings, other capital expenditures and
operating cash requirements for at least the next 12 months.
In connection with our direct sourcing program, we may enter into purchase
commitments that are denominated in a foreign currency (primarily the Euro). We
generally enter into forward exchange contracts to reduce the risk of currency
fluctuations related to such commitments. As these forward exchange contracts
are with two financial institutions, we are exposed to credit risk in the event
of nonperformance by these parties. However, due to the creditworthiness of
these major financial institutions, full performance is anticipated. We may also
be exposed to market risk as a result of changes in foreign exchange rates. This
market risk should be substantially offset by changes in the valuation of the
underlying transactions.
OTHER MATTERS
In January 2000, we formed a joint venture company ("Chelsea") for the
purpose of developing a new point-of-sale software system for the Company and

after successful implementation, exploring the possibility of marketing the
system to third parties. Under the terms of the agreement forming Chelsea, we
owned 50% of Chelsea and a director and officer owned 50% with the understanding
that the officer would assign, either directly or indirectly, some of his
interest in Chelsea to other persons involved in the project. The point-of-sale
system was developed and successfully deployed by the Company during 2000 and
2001. From January 2000 though March 2002, we funded and recognized as expense
all of the operating costs of Chelsea, which aggregated $4.5 million. On March
31, 2002, Chelsea sold substantially all of its assets to an unrelated company
regularly engaged in the development and licensing of software to the retail
industry. As a result of the sale by Chelsea, and after giving effect to the
settlement of the lawsuit, the Company received a net amount of $6.8 million.
Approximately $4.4 million of this amount will be recognized as a pretax
operating gain by the Company, pending the lapse of certain indemnification
provisions related to the assets sold, in the first quarter of 2003.
IMPACT OF NEW ACCOUNTING PRONOUNCEMENTS
In June 2001, the FASB issued Statement No. 143, "Accounting for Asset
Retirement Obligations" ("SFAS 143"). SFAS 143 addresses the accounting and
reporting for obligations associated with the retirement of tangible long-lived
assets and the associated retirement costs and is effective for fiscal years
beginning after June 15, 2002. The adoption of this statement will not have a
material impact on our financial position or results of operations.
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In April 2002, the FASB issued Statement No. 145, "Rescission of FASB
Statements No. 4, 44, and 64, Amendment of FASB Statement No. 13, and Technical
Corrections" ("SFAS 145"). SFAS 145 rescinds FASB Statement No. 4, "Reporting
Gains and Losses from Extinguishment of Debt," FASB Statement No. 44,
"Accounting for Intangible Assets of Motor Carriers" and FASB Statement No. 64,
"Extinguishments of Debt Made to Satisfy Sinking-Fund Requirements". In
addition, SFAS 145 amends FASB Statement No. 13, "Accounting for Leases," to
eliminate an inconsistency between the required accounting for sale-leaseback
transactions and the required accounting for certain lease modifications that
have economic effects that are similar to sale-leaseback transactions. This
statement also makes non-substantive technical corrections to existing
pronouncements. SFAS 145 is effective for fiscal years beginning after May 15,
2002. The adoption of this statement is not expected to have a material impact
on our financial position or results of operations.
In January 2003, the Financial Accounting Standards Board issued Financial
Interpretation No. 46 ("FIN 46"), "Consolidation of Variable Interest Entities."
FIN 46 requires that if an entity has a controlling financial interest in a
variable interest entity, the assets, liabilities and results of activities of
the variable interest entity should be included in the consolidated financial
statements of the entity. FIN 46 requires that its provisions are effective
immediately for all arrangements entered into after January 31, 2003. We do not
have any variable interest entities created after January 31, 2003. For any
arrangements entered into prior to January 31, 2003, the FIN 46 provisions are
required to be adopted at the beginning of the first interim or annual period
beginning after June 15, 2003. The adoption of FIN 46 is not expected to have a
material impact on our financial position or results of operations.
INFLATION
The impact of inflation on the Company has been minimal.
FORWARD-LOOKING STATEMENTS
Certain statements made herein and in other public filings and releases by
the Company contain "forward-looking" information (as defined in the Private
Securities Litigation Reform Act of 1995) that involve risk and uncertainty.
These forward-looking statements may include, but are not limited to, future
capital expenditures, acquisitions (including the amount and nature thereof),
future sales, earnings, margins, costs, number and costs of store openings,
demand for clothing, market trends in the retail clothing business, currency
fluctuations, inflation and various economic and business trends.
Forward-looking statements may be made by management orally or in writing,
including, but not limited to, this Management's Discussion and Analysis of
Financial Condition and Results of Operations section and other sections of our
filings with the Securities and Exchange Commission under the Securities
Exchange Act of 1934 and the Securities Act of 1933.
Actual results and trends in the future may differ materially depending on
a variety of factors including, but not limited to, domestic and international
economic activity and inflation, our successful execution of internal operating
plans and new store and new market expansion plans, performance issues with key
suppliers, severe weather, foreign currency fluctuations, government export and
import policies and legal proceedings. Future results will also be dependent
upon our ability to continue to identify and complete successful expansions and
penetrations into existing and new markets and our ability to integrate such
expansions with our existing operations.
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ITEM 7A.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are subject to exposure from fluctuations in U.S. dollar/Euro exchange
rates. As further described in Note 9 of Notes to Consolidated Financial
Statements and "Item 7, Management's Discussion and Analysis of Financial
Information and Results of Operations -- Liquidity and Capital Resources", we
utilize foreign currency forward exchange contracts to limit exposure to changes
in currency exchange rates. At February 1, 2003, we had four contracts maturing
in varying increments to purchase an aggregate notional amount of $1.4 million
in foreign currency, maturing at various dates through March 2003. At February
2, 2002, we had 20 contracts maturing in varying increments to purchase an
aggregate notional amount of $16.9 million in foreign currency. Unrealized
pretax losses on these forward contracts totaled approximately $1.2 million at
February 2, 2002. Unrealized pretax gains on these forward contracts totaled
approximately $0.2 million at February 1, 2003. A hypothetical 10% change in
applicable February 1, 2003 forward rates would increase or decrease this pretax
loss by approximately $0.1 million related to these positions. However, it
should be noted that any change in the value of these contracts, whether real or
hypothetical, would be significantly offset by an inverse change in the value of
the underlying hedged item.
Moores conducts its business in Canadian dollars. The exchange rate between
Canadian dollars and U.S. dollars has fluctuated over the last ten years. If the
value of the Canadian dollar against the U.S. dollar weakens, then the revenues
and earnings of our Canadian operations will be reduced when they are translated
to U.S. dollars. Also, the value of our Canadian net assets in U.S. dollars may
decline.
We are also subject to market risk due to our long-term floating rate term
loan of US $40.7 million at February 1, 2003 (see Note 4 of Notes to
Consolidated Financial Statements). An increase in market interest rates would
increase our interest expense and our cash requirements for interest payments.
For example, an average increase of 0.5% in the variable interest rate would
increase our interest expense and payments by approximately $0.2 million.
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ITEM 8.

FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
INDEPENDENT AUDITORS' REPORT

To the Board of Directors and Stockholders of
The Men's Wearhouse, Inc.
Houston, Texas
We have audited the accompanying consolidated balance sheets of The Men's
Wearhouse, Inc. and its subsidiaries (the "Company") as of February 1, 2003 and
February 2, 2002, and the related consolidated statements of income,
stockholders' equity, and cash flows for each of the three years in the period
ended February 1, 2003. These financial statements are the responsibility of the
Company's management. Our responsibility is to express an opinion on these
financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally
accepted in the United States of America. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.
In our opinion, such consolidated financial statements present fairly, in
all material respects, the financial position of the Company as of February 1,
2003 and February 2, 2002, and the results of its operations and its cash flows
for each of the three years in the period ended February 1, 2003 in conformity
with accounting principles generally accepted in the United States of America.
As discussed in Note 1 to the consolidated financial statements, the
Company changed its method of accounting for its foreign currency forward
exchange contracts effective February 4, 2001, to conform to Statement of
Financial Accounting Standards No. 133, "Accounting for Derivative Instruments
and Hedging Activities" and also changed its method of accounting for goodwill
and other intangible assets effective February 3, 2002 to conform to Statement
of Financial Accounting Standards No. 142, "Goodwill and Other Intangible
Assets," as amended.
/s/ DELOITTE & TOUCHE LLP
Houston, Texas
February 24, 2003
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THE MEN'S WEARHOUSE, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
<Table>
<Caption>
FEBRUARY 2,
FEBRUARY 1,
2002
2003
--------------------(IN THOUSANDS,
EXCEPT SHARES)
<C>
<C>

<S>
ASSETS
CURRENT ASSETS:
Cash......................................................
Inventories...............................................
Other current assets......................................
Total current assets...................................
PROPERTY AND EQUIPMENT, AT COST:
Land......................................................
Buildings.................................................
Leasehold improvements....................................
Furniture, fixtures and equipment.........................
Less accumulated depreciation and amortization............
Net property and equipment.............................
OTHER ASSETS, net...........................................
TOTAL................................................
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES:
Accounts payable..........................................
Accrued expenses..........................................
Current portion of long-term debt.........................
Income taxes payable......................................
Total current liabilities..............................
LONG-TERM DEBT..............................................
DEFERRED TAXES AND OTHER LIABILITIES........................
Total liabilities......................................
COMMITMENTS AND CONTINGENCIES (Note 9)
SHAREHOLDERS' EQUITY:
Preferred stock, $.01 par value, 2,000,000 shares
authorized, 1 share issued.............................
Common stock, $.01 par value, 100,000,000 shares
authorized, 42,368,715 and 42,585,179 shares issued....
Capital in excess of par..................................
Retained earnings.........................................
Accumulated other comprehensive (loss) income.............
Total..................................................
Treasury stock, 1,365,364 and 2,845,364 shares at cost....
Total shareholders' equity.............................
TOTAL................................................

$

38,644
375,471
37,220
--------451,335
---------

$

5,778
23,199
154,398
203,154
--------386,529
(175,475)
--------211,054
--------55,480
--------$ 717,869
=========

6,005
23,729
162,734
213,391
--------405,859
(195,679)
--------210,180
--------64,551
--------$ 769,313
=========

$

$

87,381
44,033
2,359
15,627
--------149,400
37,740
20,846
--------207,986
---------

84,924
360,159
49,499
--------494,582
---------

98,716
55,323
2,037
13,234
--------169,310
38,709
29,533
--------237,552
---------

-424
191,888
355,128
(3,198)
--------544,242
(34,359)
--------509,883
--------$ 717,869
=========

-426
196,146
397,540
66
--------594,178
(62,417)
--------531,761
--------$ 769,313
=========

</Table>
The accompanying notes are an integral part of these consolidated financial
statements.
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THE MEN'S WEARHOUSE, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF EARNINGS
FOR THE YEARS ENDED
FEBRUARY 3, 2001, FEBRUARY 2, 2002 AND FEBRUARY 1, 2003
<Table>
<Caption>

<S>
Net sales................................................
Cost of goods sold, including buying and occupancy
costs..................................................
Gross margin.............................................
Selling, general and administrative expenses.............
Operating income.........................................
Interest expense (net of interest income of $2,845, $841
and $981, respectively)................................
Earnings before income taxes.............................
Provision for income taxes...............................
Net earnings.............................................
Net earnings per share:
Basic..................................................
Diluted................................................
Weighted average shares outstanding:
Basic..................................................
Diluted................................................

FISCAL YEAR
-----------------------------------------2000
2001
2002
---------------------------------(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)
<C>
<C>
<C>
$1,333,501
$1,273,154
$1,295,049
818,835
---------514,666
373,508
---------141,158

822,043
---------451,111
377,270
---------73,841

840,701
---------454,348
384,956
---------69,392

839
---------140,319
55,658
---------$
84,661
==========

2,867
---------70,974
27,698
---------$
43,276
==========

1,261
---------68,131
25,719
---------$
42,412
==========

$
2.03
==========
$
2.00
==========

$
1.06
==========
$
1.04
==========

$
1.04
==========
$
1.04
==========

41,769
==========
42,401
==========

40,997
==========
41,446
==========

40,590
==========
40,877
==========

</Table>
The accompanying notes are an integral part of these consolidated financial
statements.
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THE MEN'S WEARHOUSE, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
FOR THE YEARS ENDED
FEBRUARY 3, 2001, FEBRUARY 2, 2002 AND FEBRUARY 1, 2003
<Table>
<Caption>

<S>
BALANCE -- January 29, 2000..................
Comprehensive income:
Net earnings.............................
Translation adjustment...................
Total comprehensive income.............
Common stock issued to stock discount
plan -- 44,713 shares....................
Common stock issued upon exercise of stock
options -- 248,653 shares................
Common stock withheld to satisfy tax
withholding liabilities of optionees -3,890 shares.............................
Conversion of exchangeable shares to common
stock -- 984,353 shares..................
Tax benefit recognized upon exercise of
stock options............................
Proceeds from sale of option contracts.....
Treasury stock purchased -- 335,000
shares...................................
Treasury stock issued to profit sharing
plan -- 103,627 shares...................
BALANCE -- February 3, 2001..................
Comprehensive income:
Net earnings.............................
Translation adjustment...................
Cumulative effect of accounting change on
derivative instruments.................
Change in derivative fair value..........

ACCUMULATED
OTHER
RETAINED
COMPREHENSIVE
TREASURY
EARNINGS
(LOSS) INCOME
STOCK
--------------------------(IN THOUSANDS, EXCEPT SHARES)
<C>
<C>
<C>
$227,191
$
59
$ (1,348)

COMMON
STOCK
------

CAPITAL
IN EXCESS
OF PAR
---------

<C>
$409

<C>
$182,662

---

---

84,661
--

--

1,020

3

3,874

TOTAL
-------<C>
$408,973

-(375)

---

84,661
(375)
-------84,286

--

--

--

1,020

--

--

--

3,877

--

(109)

--

--

--

(109)

10

(10)

--

--

--

--

---

1,382
929

---

1,382
929

---

---

--

--

--

--

----422

(92)
-------189,656

--------311,852

-------(316)

(7,871)
2,592
-------(6,627)

(7,871)
2,500
-------494,987

---

---

43,276
--

-(2,157)

---

43,276
(2,157)

---

---

---

(331)
(394)

---

(331)
(394)

Total comprehensive income.............
Common stock issued to stock discount
plan -- 56,617 shares....................
Common stock issued upon exercise of stock
options -- 79,479 shares.................
Tax benefit recognized upon exercise of
stock options............................
Treasury stock purchased -- 1,185,000
shares...................................
Treasury stock issued to profit sharing
plan -- 106,382 shares...................
BALANCE -- February 2, 2002..................
Comprehensive income:
Net earnings.............................
Translation adjustment...................
Change in derivative fair value..........
Total comprehensive income.............
Common stock issued to stock discount
plan -- 51,359 shares....................
Common stock issued upon exercise of stock
options -- 165,105 shares................
Tax benefit recognized upon exercise of
stock options............................
Proceeds from sale of options contracts....
Treasury stock purchased -- 1,480,000
shares...................................
BALANCE -- February 1, 2003..................

-------40,394
1

940

--

--

--

941

1

1,211

--

--

--

1,212

--

258

--

--

--

258

--

--

--

--

----424

(177)
-------191,888

--------355,128

-------(3,198)

(30,409)
2,677
-------(34,359)

(30,409)
2,500
-------509,883

----

----

42,412
---

-2,442
822

----

42,412
2,442
822
-------45,676

1

761

--

--

--

762

1

2,272

--

--

--

2,273

---

624
601

---

---

---

624
601

----$426
====

--------$196,146
========

--------$397,540
========

-------$
66
=======

</Table>
The accompanying notes are an integral part of these consolidated financial
statements.
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THE MEN'S WEARHOUSE, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED
FEBRUARY 3, 2001, FEBRUARY 2, 2002 AND FEBRUARY 1, 2003
<Table>
<Caption>

<S>
CASH FLOWS FROM OPERATING ACTIVITIES:
Net earnings..............................................
Adjustments to reconcile net earnings to net cash provided
by operating activities:
Depreciation and amortization..........................
Deferred tax provision.................................
(Increase) decrease in inventories.....................
Increase in other assets...............................
Increase in accounts payable and accrued expenses......
Increase (decrease) in income taxes payable............
Increase in other liabilities..........................
Net cash provided by operating activities............
CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures......................................
Net proceeds from sale of assets..........................
Investment in trademarks, tradenames and other assets.....
Net cash used in investing activities................
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issuance of common stock....................
Long-term borrowings......................................
Repayment of long-term debt...............................
Deferred financing costs..................................
Proceeds from sale of option contracts....................
Tax payments related to options exercised.................
Purchase of treasury stock................................
Net cash used in financing activities................

FISCAL YEAR
-----------------------------2000
2001
2002
---------------------(IN THOUSANDS)
<C>
<C>
<C>
$ 84,661

$ 43,276

$ 42,412

34,689
6,028
(36,632)
(8,341)
1,534
12,262
500
-------94,701
--------

41,949
3,354
(22,773)
(8,995)
719
(6,949)
1,721
-------52,302
--------

44,284
7,485
17,338
(13,594)
19,503
(4,933)
531
-------113,026
--------

(79,411)
-(3,989)
-------(83,400)
--------

(64,777)
-(1,590)
-------(66,367)
--------

(45,422)
6,812
(2,619)
-------(41,229)
--------

4,897
-(2,518)
-929
(109)
(7,871)
-------(4,672)
--------

2,153
-(2,407)
---(30,409)
-------(30,663)
--------

3,035
39,624
(40,743)
(1,075)
601
-(28,058)
-------(26,616)
--------

(28,058)
-------$(62,417)
========

(28,058)
-------$531,761
========

Effect of exchange rate changes on cash.....................
INCREASE (DECREASE) IN CASH.................................
CASH:
Beginning of period.......................................
End of period.............................................
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Cash paid during the year for:
Interest...............................................
Income taxes...........................................
SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING AND FINANCING
ACTIVITIES:
Additional capital in excess of par resulting from tax
benefit recognized upon exercise of stock options......
Treasury stock contributed to employee stock plan.........

(1)
-------6,628

(1,054)
-------(45,782)

1,099
-------46,280

77,798
-------$ 84,426
========

84,426
-------$ 38,644
========

38,644
-------$ 84,924
========

$ 3,353
========
$ 38,341
========

$ 3,468
========
$ 32,539
========

$ 1,945
========
$ 25,582
========

$ 1,382
========
$ 2,500
========

$
258
========
$ 2,500
========

$
624
========
$
-========

</Table>
The accompanying notes are an integral part of these consolidated financial
statements.
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THE MEN'S WEARHOUSE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED
FEBRUARY 3, 2001, FEBRUARY 2, 2002 AND FEBRUARY 1, 2003
1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Business -- The Men's Wearhouse, Inc. and its subsidiaries
(the "Company") is a specialty retailer of menswear. We operate throughout the
United States primarily under the brand names of Men's Wearhouse and K&G and
under the brand name of Moores in Canada. We follow the standard fiscal year of
the retail industry, which is a 52-week or 53-week period ending on the Saturday
closest to January 31. Fiscal year 2000 ended on February 3, 2001, fiscal year
2001 ended on February 2, 2002 and fiscal year 2002 ended on February 1, 2003.
Fiscal year 2000 included 53 weeks. Both fiscal years 2001 and 2002 included 52
weeks.
Principles of Consolidation -- The consolidated financial statements
include the accounts of The Men's Wearhouse, Inc. and its wholly owned or
controlled subsidiaries. Intercompany accounts and transactions have been
eliminated in the consolidated financial statements.
Use of Estimates -- The preparation of financial statements in conformity
with generally accepted accounting principles requires management to make
estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosures of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.
The most significant estimates and assumptions are those relating to
inventories, self-insured portions of employee benefit liabilities and
valuations of long-lived assets.
Cash -- Cash includes all cash in banks, cash on hand and all highly liquid
investments with an original maturity of three months or less.
Inventories -- Inventories are valued at the lower of cost or market, with
cost determined on the first-in, first-out method and the retail cost method.
Inventory cost includes procurement and distribution costs (warehousing,
freight, hangers and merchandising costs) associated with ending inventory.
Property and Equipment -- Property and equipment are stated at cost. Normal
repairs and maintenance costs are charged to earnings as incurred and additions
and major improvements are capitalized. The cost of assets retired or otherwise
disposed of and the related allowances for depreciation are eliminated from the
accounts in the year of disposal and the resulting gain or loss is credited or
charged to earnings.
Buildings are depreciated using the straight-line method over their
estimated useful lives of 20 to 25 years. Depreciation of leasehold improvements
is computed on the straight-line method over the term of the lease or useful
life of the assets, whichever is shorter. Furniture, fixtures and equipment are
depreciated using primarily the straight-line method over their estimated useful
lives of three to ten years.
Other Assets -- Other assets consist primarily of tuxedo rental assets,

goodwill and trademarks, tradenames and other intangibles acquired. We initially
record intangible assets at their fair values. Trademarks, tradenames and other
intangibles are amortized over estimated useful lives of 4 to 17 years using the
straight-line method. Identifiable intangible assets with an indefinite useful
life, such as goodwill, are not amortized but are tested for impairment on an
annual basis (see "Accounting Change" herein and Note 8).
Impairment of Long-Lived Assets -- We evaluate the carrying value of
long-lived assets, such as property and equipment and amortizable intangibles,
for impairment whenever events or changes in circumstances indicate that the
carrying amount of an asset may not be recoverable. If it is determined, based
on estimated undiscounted future cash flows, that an impairment has occurred, a
loss is recognized currently for the impairment (see "Accounting Change"
herein).
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Fair Value of Financial Instruments -- As of February 2, 2002 and February
1, 2003, management estimates that the fair value of cash, receivables, accounts
payable, accrued expenses and long-term debt are carried at amounts that
reasonably approximate their fair value.
New Store Costs -- Promotion and other costs associated with the opening of
new stores are expensed as incurred.
Store Closures and Relocations -- As of the fourth quarter of 2002, when we
close or relocate a store, the present value of estimated unrecoverable cost,
which is substantially made up of the remaining net lease obligation, is charged
to expense. Prior to the fourth quarter of 2002, these costs were expensed upon
management's commitment to closing or relocating a store, which was generally
before the actual liability was incurred (see "Accounting Change" herein).
Advertising -- Advertising costs are expensed as incurred or, in the case
of media production costs, when the commercial first airs. Advertising expenses
were $69.7 million, $61.2 million and $60.1 million in fiscal 2000, 2001 and
2002, respectively.
Revenue Recognition -- Revenue is recognized at the time of sale and
delivery, net of a provision for estimated sales returns.
Stock Based Compensation -- As permitted by Statement of Financial
Accounting Standards No. 123, "Accounting for Stock-Based Compensation" ("SFAS
No. 123"), we account for stock-based compensation using the intrinsic value
method prescribed in Accounting Principles Board Opinion No. 25, "Accounting for
Stock Issued to Employees." We have adopted the disclosure-only provisions of
SFAS No. 123 and continue to apply APB Opinion 25 and related interpretations in
accounting for the stock option plans and the employee stock purchase plan. Had
we elected to apply the accounting standards of SFAS No. 123, our net earnings
and net earnings per share would have approximated the pro forma amounts
indicated below (in thousands, except per share data):
<Table>
<Caption>

<S>
Net earnings, as reported...............................
Deduct: Additional compensation expense, net of tax.....
Pro forma net earnings..................................
Net earnings per share:
As reported:
Basic.................................................
Diluted...............................................
Pro forma:
Basic.................................................
Diluted...............................................
</Table>

FISCAL YEAR
--------------------------2000
2001
2002
------------------<C>
<C>
<C>
$84,661
$43,276
$42,412
(3,156)
(3,129)
(2,977)
------------------$81,505
$40,147
$39,435
=======
=======
=======
$
$

2.03
2.00

$
$

1.06
1.04

$
$

1.04
1.04

$
$

1.95
1.92

$
$

0.98
0.97

$
$

0.97
0.96

For purposes of computing pro forma net earnings, the fair value of each
option grant is estimated on the date of grant using the Black-Scholes
option-pricing model, which resulted in a weighted-average fair value of $13.82,
$11.47 and $11.70 for grants made during fiscal 2000, 2001 and 2002,
respectively. The following assumptions were used for option grants in 2000,
2001 and 2002, respectively: expected volatility of 54.71%, 54.01% and 54.14%,
risk-free interest rates (U.S. Treasury five year notes) of 6.67%, 4.57% and
4.29%, and an expected life of six years.

See Note 7 for additional disclosures regarding stock-based compensation.
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Derivative Financial Instruments -- We enter into foreign currency forward
exchange contracts to hedge against foreign exchange risks associated with
certain firmly committed, and certain other probable, but not firmly committed,
inventory purchase transactions that are denominated in a foreign currency
(primarily the Euro). Gains and losses associated with these contracts are
accounted for as part of the underlying inventory purchase transactions (see
"Accounting Change" herein).
In connection with our share repurchase programs (Note 7), we from time to
time issue put option contracts and receive premiums for doing so, with the
premiums being added to our capital in excess of par. Under these contracts, the
contract counterparties have the option to require us to purchase a specific
number of shares of our common stock at specific strike prices per share on
specific dates.
Foreign Currency Translation -- Assets and liabilities of foreign
subsidiaries are translated into U.S. dollars at the exchange rates in effect at
each balance sheet date. Shareholders' equity is translated at applicable
historical exchange rates. Income, expense and cash flow items are translated at
average exchange rates during the year. Resulting translation adjustments are
reported as a separate component of shareholders' equity.
Comprehensive Income -- Comprehensive income includes all changes in equity
during the period presented that result from transactions and other economic
events other than transactions with shareholders.
Segment Information -- We consider our business as one operating segment
based on the similar economic characteristics of our three brands. Revenues of
Canadian retail operations were $145.7 million, $144.6 million and $141.9
million for fiscal 2000, 2001 and 2002, respectively. Long-lived assets of our
Canadian operations were $32.8 million and $35.2 million as of the end of fiscal
2001 and 2002, respectively.
Accounting Change -- We adopted Statement of Financial Accounting Standards
No. 133, "Accounting for Derivative Instruments and Hedging Activities" ("SFAS
133"), as amended, on February 4, 2001. In accordance with the transition
provisions of SFAS 133, we recorded a cumulative loss adjustment of $0.5 million
($0.3 million, net of tax) in accumulated other comprehensive loss related
primarily to the unrealized losses on foreign currency exchange contracts, which
were designated as cash-flow hedging instruments. The disclosures required by
SFAS No. 133 are included in Note 9.
We adopted Statement of Financial Accounting Standards No. 141, "Business
Combinations" ("SFAS 141"), on July 1, 2001, and No. 142, "Goodwill and Other
Intangible Assets" ("SFAS 142"), on February 3, 2002. SFAS 141 requires all
business combinations completed after June 30, 2001 to be accounted for using
the purchase method and eliminates the pooling of interests method. SFAS 142
eliminated the amortization of goodwill and also subjects goodwill to fair-value
based impairment tests performed, at a minimum, on an annual basis, or more
frequently if circumstances dictate. The adoption of SFAS 142 did not have a
material impact on our financial position or results of operations and we
recorded no impairment charge. The disclosures required by SFAS 142 are included
in Note 8.
We adopted Statement of Financial Accounting Standards No. 144, "Impairment
or Disposal of Long-lived Assets" ("SFAS 144"), on February 3, 2002. SFAS 144
provides a single accounting model for the impairment or disposal of long-lived
assets. The adoption of this statement did not have a material impact on our
financial position or results of operations.
We adopted Statement of Financial Accounting Standards No. 146, "Accounting
for Costs Associated with Exit or Disposal Activities" ("SFAS 146"), on November
3, 2002. SFAS 146 replaces EITF No. 94-3, "Liability Recognition for Certain
Employee Termination Benefits and Other Costs to Exit an Activity (including
Certain Costs Incurred in a Restructuring)." SFAS 146 requires, among other
things, that a liability for costs associated with an exit or disposal activity
be recognized when the liability is incurred rather than when a company commits
to such an activity and also establishes fair value as the objective for initial
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measurement of the liability. The adoption of this statement did not have a
material impact on our financial position or results of operations.

We adopted Statement of Financial Accounting Standards No. 148, "Accounting
for Stock-Based Compensation -- Transition and Disclosure" ("SFAS 148"), on
February 1, 2003. SFAS 148 amends FASB Statement No. 123, "Accounting for
Stock-Based Compensation" ("SFAS 123"), to provide alternative methods of
transition for a voluntary change to the fair value based method of accounting
for stock-based employee compensation. Additionally, SFAS 148 amends the
disclosure requirements of SFAS 123 to require prominent disclosures in both
annual and interim financial statements about the method of accounting for
stock-based employee compensation and the effect of the method used on reported
results. The adoption of the disclosure requirements of SFAS 148 did not have a
material effect on the Company's financial position or results of operations.
The disclosures required by SFAS 148 are included as part of this note under the
caption "Stock Based Compensation."
In November 2002, the FASB issued Financial Interpretation No. 45 ("FIN
45"), "Guarantor's Accounting and Disclosure Requirements for Guarantees,
Including Indirect Guarantees of Indebtedness of Others." FIN 45 requires that
upon issuance of a guarantee, the guarantor must disclose and recognize a
liability for the fair value of the obligation it assumes under that guarantee.
The initial recognition and measurement requirement of FIN 45 is effective for
guarantees issued or modified after December 31, 2002. As of February 1, 2003,
we did not have any material guarantees that were issued or modified after
December 31, 2002. The disclosure requirements of FIN 45 are effective for
interim and annual periods ending after December 15, 2002 and are applicable to
guarantees issued before December 31, 2002. We did not have any significant
guarantees issued before December 31, 2002.
In November 2002, the Emerging Issues Task Force ("EITF") issued Issue
02-16, "Accounting by a Customer (Including a Reseller) for Cash Consideration
Received from a Vendor." This EITF addresses the accounting treatment for cash
vendor allowances received. The adoption of EITF Issue 02-16 in 2003 did not
have an impact on the Company's financial position or results of operations as
we do not receive any material vendor allowances.
New Accounting Pronouncements -- In June 2001, the FASB issued Statement
No. 143, "Accounting for Asset Retirement Obligations" ("SFAS 143"). SFAS 143
addresses the accounting and reporting for obligations associated with the
retirement of tangible long-lived assets and the associated retirement costs and
is effective for fiscal years beginning after June 15, 2002. The adoption of
this statement will not have a material impact on our financial position or
results of operations.
In April 2002, the FASB issued Statement No. 145, "Rescission of FASB
Statements No. 4, 44, and 64, Amendment of FASB Statement No. 13, and Technical
Corrections" ("SFAS 145"). SFAS 145 rescinds FASB Statement No. 4, "Reporting
Gains and Losses from Extinguishment of Debt," FASB Statement No. 44,
"Accounting for Intangible Assets of Motor Carriers" and FASB Statement No. 64,
"Extinguishments of Debt Made to Satisfy Sinking-Fund Requirements". In
addition, SFAS 145 amends FASB Statement No. 13, "Accounting for Leases," to
eliminate an inconsistency between the required accounting for sale-leaseback
transactions and the required accounting for certain lease modifications that
have economic effects that are similar to sale-leaseback transactions. This
statement also makes non-substantive technical corrections to existing
pronouncements. SFAS 145 is effective for fiscal years beginning after May 15,
2002. The adoption of this statement is not expected to have a material impact
on our financial position or results of operations.
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In January 2003, the Financial Accounting Standards Board issued Financial
Interpretation No. 46 ("FIN 46"), "Consolidation of Variable Interest Entities."
FIN 46 requires that if an entity has a controlling financial interest in a
variable interest entity, the assets, liabilities and results of activities of
the variable interest entity should be included in the consolidated financial
statements of the entity. FIN 46 requires that its provisions are effective
immediately for all arrangements entered into after January 31, 2003. We do not
have any variable interest entities created after January 31, 2003. For any
arrangements entered into prior to January 31, 2003, the FIN 46 provisions are
required to be adopted at the beginning of the first interim or annual period
beginning after June 15, 2003. The adoption of FIN 46 is not expected to have a
material impact on our financial position or results of operations.
2.

BUSINESS COMBINATIONS AND ACQUISITIONS

On February 10, 1999, we combined with Moores, a privately owned Canadian
corporation, in exchange for securities ("Exchangeable Shares") exchangeable for
2.5 million shares of our common stock. The Exchangeable Shares were issued to
the shareholders and option holders of Moores in exchange for all of the
outstanding shares of capital stock and options of Moores because of Canadian
tax law considerations. As of February 3, 2001, all Exchangeable Shares, which
had substantially identical economic and legal rights as shares of our common

stock, had been converted on a one-on-one basis to our common stock. As of
January 29, 2000, there were 1.0 million Exchangeable Shares that had not yet
been converted but were reflected as common stock outstanding for financial
reporting purposes by the Company. The combination with Moores has been
accounted for as a pooling of interests.
On June 1, 1999, we combined with K&G, a superstore retailer of men's
apparel and accessories operating 34 stores in 16 states. We issued
approximately 4.4 million shares of our common stock to K&G shareholders based
on an exchange ratio of 0.43 of a share of our common stock for each share of
K&G common stock outstanding. In addition, we converted the outstanding options
to purchase K&G common stock, whether vested or unvested, into options to
purchase 228,000 shares of our common stock based on the exchange ratio of 0.43.
The combination has been accounted for as a pooling of interests.
3.

EARNINGS PER SHARE

Basic EPS is computed using the weighted average number of common shares
outstanding during the period and net earnings. Diluted EPS gives effect to the
potential dilution which would have occurred if additional shares were issued
for stock options exercised under the treasury stock method. Diluted EPS also
gives effect to the potential dilution of any put option contracts (Note 7)
outstanding, computed using the reverse treasury stock method. The following
table reconciles the earnings and shares used in the basic and diluted EPS
computations (in thousands, except per share amounts):
<Table>
<Caption>

<S>
Net earnings............................................
Weighted average number of common shares outstanding....
Basic earnings per share................................
Weighted average number of common shares outstanding....
Assumed exercise of stock options.......................
As adjusted.............................................
Diluted earnings per share..............................

FISCAL YEAR
--------------------------2000
2001
2002
------------------<C>
<C>
<C>
$84,661
$43,276
$42,412
=======
=======
=======
41,769
40,997
40,590
=======
=======
=======
$ 2.03
$ 1.06
$ 1.04
=======
=======
=======
41,769
40,997
40,590
632
449
287
------------------42,401
41,446
40,877
=======
=======
=======
$ 2.00
$ 1.04
$ 1.04
=======
=======
=======

</Table>
31
THE MEN'S WEARHOUSE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONTINUED)
4.

LONG-TERM DEBT

In January 2003, we replaced our existing $125.0 million revolving credit
facility which was scheduled to mature in February 2004 with a new revolving
credit agreement with a group of banks (the "Credit Agreement") that provides
for borrowing of up to $100.0 million through February 4, 2006. Advances under
the new Credit Agreement bear interest at a rate per annum equal to, at our
option, the agent's prime rate or the reserve adjusted LIBOR rate plus a varying
interest rate margin. The Credit Agreement also provides for fees applicable to
unused commitments. The terms and conditions of the new Credit Agreement are
substantially the same as those of the replaced facility. As of February 2, 2002
and February 1, 2003, there was no indebtedness outstanding under the respective
credit facilities.
The new Credit Agreement contains various restrictive and financial
covenants, including the requirement to maintain a minimum level of net worth
and certain financial ratios. The Credit Agreement also prohibits payment of
cash dividends on our common stock. We are in compliance with the covenants in
the Credit Agreement.
In addition, in January 2003, we entered into a new Canadian credit
facility which is a term credit agreement under which we borrowed Can$62.0
million (US$40.7 million). The term credit borrowing is payable in quarterly
installments of Can$0.8 million (US$0.5 million) beginning May 2003, with the
remaining unpaid principal payable on February 4, 2008. Borrowings under the new
term credit agreement were used to repay approximately Can$60.9 million (US$40.0
million) in outstanding indebtedness of Moores under the previous term credit
agreement and to fund financing requirements of Moores. The effective interest
rate for the term credit borrowing was 2.8% and 4.3% at February 2, 2002 and
February 1, 2003, respectively. Covenants and interest rates for the term credit
agreement are substantially similar to those contained in our new Credit

Agreement. As of February 2, 2002 and February 1, 2003, there was US$40.1
million and US$40.7 million outstanding under these credit agreements,
respectively.
Maturities of our long-term debt are as follows: 2003 -- $2.0 million;
2004 -- $2.0 million; 2005 -- $2.0 million; 2006 -- $2.0 million; 2007 -- $2.0
million; 2008 -- $30.7 million.
We utilize letters of credit primarily for inventory purchases. At February
1, 2003, letters of credit totaling approximately $10.4 million were issued and
outstanding.
5.

INCOME TAXES
The provision for income taxes consists of the following (in thousands):

<Table>
<Caption>

<S>
Current tax expense:
Federal...............................................
State.................................................
Foreign...............................................
Deferred tax expense (benefit):
Federal and state.....................................
Foreign...............................................
Total.........................................

FISCAL YEAR
--------------------------2000
2001
2002
------------------<C>
<C>
<C>
$37,092
4,896
7,642

$14,607
1,715
8,022

$10,248
1,010
6,976

6,080
(52)
------$55,658
=======

3,088
266
------$27,698
=======

5,695
1,790
------$25,719
=======

</Table>
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No provision for U.S. income taxes or Canadian withholding taxes has been
made on the cumulative undistributed earnings of Moores (approximately $66.9
million at February 1, 2003) since such earnings are considered to be
permanently invested in Canada. The determination of any unrecognized deferred
tax liability for the cumulative undistributed earnings of Moores is not
considered practicable since such liability, if any, will depend on a number of
factors that cannot be known until such time as a decision to repatriate the
earnings might be made by management.
A reconciliation of the statutory federal income tax rate to our effective
tax rate is as follows:
<Table>
<Caption>

<S>
Federal statutory rate......................................
State income taxes, net of federal benefit..................
Other.......................................................

FISCAL YEAR
-----------------2000
2001
2002
---------<C>
<C>
<C>
35%
35%
35%
3
2
1
2
2
2
---40%
39%
38%
==
==
==

</Table>
At February 2, 2002, we had net deferred tax liabilities of $3.7 million
with $8.4 million classified as other current assets and $12.1 million
classified as other liabilities (noncurrent). At February 1, 2003, we had net
deferred tax liabilities of $8.1 million with $12.7 million classified as other
current assets and $20.8 million classified as other liabilities (noncurrent).
The state net operating loss and foreign tax credit carryforwards expire in
varying amounts annually from 2005 through 2020 and from 2004 through 2007,
respectively. A valuation allowance is recorded to reduce the carrying amount of
deferred tax assets unless it is more likely than not that such assets will be
realized. As of February 2, 2002 and February 1, 2003, no valuation allowance
was considered necessary.
Total deferred tax assets and liabilities and the related temporary
differences as of February 2, 2002 and February 1, 2003 were as follows (in
thousands):
<Table>

<Caption>

<S>
Deferred tax assets:
Accrued rent and other expenses...........................
Accrued compensation......................................
Accrued inventory markdowns...............................
Deferred intercompany profits.............................
Unused state operating loss carryforwards.................
Unused foreign tax credits................................
Other.....................................................

FEBRUARY 2,
2002
----------<C>

Deferred tax liabilities:
Capitalized inventory costs...............................
Property and equipment....................................
Intangibles...............................................
Other.....................................................

Net deferred tax liabilities................................

FEBRUARY 1,
2003
----------<C>

$

5,368
1,795
1,709
2,526
-451
449
-------12,298
--------

$

6,854
1,932
985
2,742
3,130
662
518
-------16,823
--------

(2,978)
(11,449)
(665)
(945)
-------(16,037)
-------$ (3,739)
========

(4,126)
(19,533)
(1,225)
--------(24,884)
-------$ (8,061)
========

</Table>
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6.

OTHER ASSETS AND ACCRUED EXPENSES
Other assets consist of the following (in thousands):

<Table>
<Caption>

<S>
Goodwill and other intangibles..............................
Accumulated amortization....................................
Tuxedo rental assets, deposits and other....................
Total..................................................

FEBRUARY 2,
2002
----------<C>
$ 53,921
(14,244)
-------39,677
15,803
-------$ 55,480
========

FEBRUARY 1,
2003
----------<C>
$ 57,727
(14,933)
-------42,794
21,757
-------$ 64,551
========

</Table>
Accrued expenses consist of the following (in thousands):
<Table>
<S>
Sales, payroll and property taxes payable...................
Accrued salary, bonus and vacation..........................
Accrued workers compensation and medical costs..............
Unredeemed gift certificates................................
Deferred gain on sale of assets.............................
Other.......................................................
Total..................................................

<C>
$ 6,795
16,132
4,167
8,072
-8,867
-------$ 44,033
========

<C>
$ 8,874
17,779
5,419
9,992
4,423
8,836
-------$ 55,323
========

</Table>
7.

CAPITAL STOCK, STOCK OPTIONS AND BENEFIT PLANS

In January 2000, the Board of Directors authorized the repurchase of up to
one million shares of our common stock in the open market or in private
transactions. On January 31, 2001, the Board authorized an expansion of the
program for up to an additional two million shares. During 2000, 2001 and 2002,
we repurchased 335,000, 1,185,000 and 1,480,000 shares at a cost of $7.9
million, $30.4 million and $28.1 million, respectively, to complete the program.
On November 19, 2002, the Board of Directors authorized a new stock
repurchase program for up to $25.0 million in shares of our common stock. Under
this authorization, we may purchase shares from time to time in the open market
or in private transactions, depending on market price and other considerations.
As of February 24, 2003, no shares had been repurchased under this program.
In connection with our share repurchase programs, we have from time to time

issued put option contracts and received premiums for doing so, with the
premiums being added to our capital in excess of par and effectively reducing
the cost of our share repurchases. During 2000, we issued three separate
contracts for a total of 650,000 shares and received premiums of $0.9 million.
However, the contracts expired unexercised and all of the 335,000 shares we
repurchased for $7.9 million in 2000 were acquired in open market transactions.
During 2002, we repurchased 980,000 shares of our stock for $16.7 million in the
open market and 500,000 shares for $11.4 million through settlement of an option
contract. We received a premium of $0.6 million for issuing this contract. The
contract counterparty had the option to exercise this contract at a strike price
of $22.76 per share on December 17, 2002, but contract completion was required
earlier if the market price of our common stock fell below a trigger price of
$12.64 per share. During the third quarter of 2002, the market price of our
common stock fell below the trigger price and we settled the contract.
We have
provides for
common stock
Stock Option

adopted the 1992 Stock Option Plan ("1992 Plan") which, as amended,
the grant of options to purchase up to 1,071,507 shares of our
to full-time key employees (excluding certain officers), the 1996
Plan ("1996 Plan") which, as amended, provides for the grant of
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options to purchase up to 1,850,000 shares of our common stock to full-time key
employees (excluding certain officers), and the 1998 Key Employee Stock Option
Plan ("1998 Plan") which, as amended, provides for the grant of options to
purchase up to 2,100,000 shares of our common stock to full-time key employees
(excluding certain officers). The 1992 Plan expired in February 2002 and each of
the other plans will expire at the end of ten years; no option may be granted
pursuant to the plans after the expiration date. In fiscal 1992, we also adopted
a Non-Employee Director Stock Option Plan ("Director Plan") which, as amended,
provides for the grant of options to purchase up to 167,500 shares of our common
stock to non-employee directors of the Company. In 2001, the Director Plan's
termination date was extended to February 23, 2012. Options granted under these
plans must be exercised within ten years of the date of grant.
Generally, options granted under the 1992 Plan, 1996 Plan and 1998 Plan
vest at the rate of 1/3 of the shares covered by the grant on each of the first
three anniversaries of the date of grant and may not be issued at a price less
than 50% of the fair market value of our stock on the date of grant. However, a
significant portion of options granted under these Plans vest annually in
varying increments over a period from one to ten years. Options granted under
the Director Plan vest one year after the date of grant and are issued at a
price equal to the fair market value of our stock on the date of grant.
The following table is a summary of our stock option activity:
<Table>
<Caption>

<S>
Options outstanding, January 29, 2000.........
Granted.....................................
Exercised...................................
Forfeited...................................
Options outstanding, February 3, 2001.........
Granted.....................................
Exercised...................................
Forfeited...................................
Options outstanding, February 2, 2002.........
Granted.....................................
Exercised...................................
Forfeited...................................
Options outstanding, February 1, 2003.........

SHARES UNDER
OPTION
-----------<C>
2,052,960

WEIGHTED AVERAGE
EXERCISE PRICE
---------------<C>
$19.18

741,745
(248,653)
(111,691)
--------2,434,361

$23.72
$15.59
$22.74

498,490
(79,479)
(60,165)
--------2,793,207

$20.45
$15.24
$23.54

500,800
(165,105)
(125,115)
--------3,003,787
=========

$20.42
$13.77
$21.66

$20.76

$20.80

$21.09

</Table>
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Grants of stock options outstanding as of February 1, 2003 are summarized
as follows:

OPTIONS
EXERCISABLE
----------<C>
1,063,649
=========

1,262,993
=========

1,594,171
=========

1,797,834
=========

<Table>
<Caption>

RANGE OF
EXERCISE PRICES
- --------------<S>
$9.33 to 18.00.................
18.01 to 21.50.................
21.51 to 24.00.................
24.01 to 50.00.................
$9.33 to 50.00.................

OPTIONS OUTSTANDING
------------------------------------OPTIONS EXERCISABLE
WEIGHTED----------------------AVERAGE
WEIGHTEDWEIGHTEDREMAINING
AVERAGE
AVERAGE
NUMBER
CONTRACTUAL
EXERCISE
NUMBER
EXERCISE
OUTSTANDING
LIFE
PRICE
EXERCISABLE
PRICE
----------------------------------------------<C>
<C>
<C>
<C>
<C>
840,451
4.4 Years
$14.93
629,326
$14.45
1,093,831
7.4 Years
21.18
397,625
21.25
708,063
6.8 Years
23.58
456,469
23.56
361,442
5.8 Years
30.23
314,414
30.73
----------------3,003,787
$21.09
1,797,834
$21.11
=========
=========

</Table>
As of February 1, 2003, 1,247,147 options were available for grant under
existing plans and 3,878,296 shares of common stock were reserved for future
issuance under these plans.
The difference between the option price and the fair market value of our
common stock on the dates that options for 248,653, 79,479 and 165,105 shares of
common stock were exercised during 2000, 2001 and 2002, respectively, resulted
in a tax benefit to us of $1.4 million in 2000, $0.3 million in 2001 and $0.6
million in 2002, which has been recognized as capital in excess of par. In
addition, we withheld 3,890 shares during 2000 of such common stock for
withholding payments made to satisfy the optionees' income tax liabilities
resulting from the exercises.
We have a profit sharing plan, in the form of an employee stock plan, which
covers all eligible employees, and an employee tax-deferred savings plan.
Contributions to the profit sharing plan are made at the discretion of the Board
of Directors. During 2000, 2001 and 2002, contributions charged to operations
were $2.9 million, $0.4 million and $0.8 million, respectively, for the plans.
In 1998, we adopted an Employee Stock Discount Plan ("ESDP") which allows
employees to authorize after-tax payroll deductions to be used for the purchase
of up to 1,425,000 shares of our common stock at 85% of the lesser of the fair
market value on the first day of the offering period or the fair market value on
the last day of the offering period. We make no contributions to this plan but
pay all brokerage, service and other costs incurred. Effective for offering
periods beginning July 1, 2002, the plan was amended so that a participant may
not purchase more than 125 shares during any calendar quarter. During 2000, 2001
and 2002 employees purchased 44,713, 56,617 and 51,359 shares, respectively,
under the ESDP, the weighted-average fair value of which was $22.82, $16.63 and
$14.82 per share, respectively. As of February 1, 2003, 1,203,242 shares were
reserved for future issuance under the ESDP.
8.

GOODWILL AND OTHER INTANGIBLE ASSETS

We adopted SFAS 142, "Goodwill and Other Intangible Assets," on February 3,
2002, as noted in Note 1. In accordance with SFAS 142, we discontinued the
amortization of goodwill effective February 3, 2002. Additionally, SFAS 142 also
subjects goodwill to fair-value based impairment tests performed, at a minimum,
on an annual basis, or more frequently if circumstances dictate. We completed
the transitional impairment test of goodwill as of February 3, 2002 during the
first quarter of 2002 and the annual impairment test of goodwill during the
fourth quarter of 2002. No impairment charges were recorded.
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Had we applied SFAS 142 during 2000 and 2001, our net earnings and net
earnings per share would have approximated the pro forma amounts indicated below
(in thousands, except per share amounts):
<Table>
<Caption>

<S>
Net earnings, as reported...............................
Add back:
Goodwill amortization, net of tax.....................

FOR THE YEAR ENDED
--------------------------2000
2001
2002
------------------<C>
<C>
<C>
$84,661
$43,276
$42,412
1,728
-------

1,708
-------

--------

Pro forma net earnings..................................
Earnings per share:
Basic:
Net earnings, as reported..........................
Goodwill amortization, net of tax..................
Pro forma net earnings.............................
Diluted:
Net earnings, as reported..........................
Goodwill amortization, net of tax..................
Pro forma net earnings.............................

$86,389
=======

$44,984
=======

$42,412
=======

$

2.03
0.04
------$ 2.07
=======

$

1.06
0.04
------$ 1.10
=======

$

$

$

$

2.00
0.04
------$ 2.04
=======

1.04
-------$ 1.04
=======

1.04
0.04
------$ 1.08
=======

1.04
-------$ 1.04
=======

</Table>
Goodwill and other intangibles are included in other assets in the
accompanying balance sheet. Changes in the net carrying amount of goodwill for
the years ended February 2, 2002 and February 1, 2003 are as follows (in
thousands):
<Table>
<S>
Balance, February 3, 2001...................................................
Goodwill of acquired business.............................................
Amortization of goodwill..................................................
Translation adjustment....................................................
Balance, February 2, 2002...................................................
Goodwill of acquired business.............................................
Translation adjustment....................................................
Balance, February 1, 2003...................................................

<C>
$38,447
1,069
(2,800)
(1,155)
------35,561
233
813
------$36,607
=======

</Table>
The gross carrying amounts and accumulated amortization of our other
intangibles are as follows (in thousands):
<Table>
<Caption>

<S>
Trademarks, tradenames and other intangibles................
Accumulated amortization....................................
Net total.................................................

FEBRUARY 2,
2002
----------<C>
$ 5,465
(1,350)
------$ 4,115
=======

FEBRUARY 1,
2003
----------<C>
$ 7,958
(1,771)
------$ 6,187
=======

</Table>
The pretax amortization expense associated with intangible assets totaled
approximately $269,000, $346,000 and $428,000 for fiscal years 2000, 2001 and
2002, respectively. Pretax amortization expense associated with intangible
assets at February 1, 2003 is estimated to be approximately $617,000 for each of
the fiscal years 2003 through 2005, $579,000 for fiscal year 2006 and $457,000
for fiscal year 2007.
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9.

COMMITMENTS AND CONTINGENCIES

LEASE COMMITMENTS
We lease retail business locations, office and warehouse facilities,
computer equipment and automotive equipment under operating leases expiring in
various years through 2018. Rent expense for fiscal 2000, 2001 and 2002 was
$71.8 million, $78.3 million and $86.0 million, respectively, and includes
contingent rentals of $0.4 million, $0.3 million and $0.8 million, respectively.
Minimum future rental payments under noncancelable operating leases as of
February 1, 2003 for each of the next five years and in the aggregate are as
follows (in thousands):
<Table>
<Caption>
FISCAL YEAR
- ----------<S>
2003........................................................

AMOUNT
-------<C>
$ 84,923

2004........................................................
2005........................................................
2006........................................................
2007........................................................
Thereafter..................................................
Total..................................................

78,074
68,775
56,418
46,601
107,759
-------$442,550
========

</Table>
Leases on retail business locations specify minimum rentals plus common
area maintenance charges and possible additional rentals based upon percentages
of sales. Most of the retail business location leases provide for renewal
options at rates specified in the leases. In the normal course of business,
these leases are generally renewed or replaced by other leases.
LEGAL MATTERS
On May 11, 2001, a lawsuit was filed against the Company in the Superior
Court of California for the County of San Diego, Cause No. GIC 767223 (the "San
Diego County Suit"). The San Diego County Suit, which was brought as a purported
class action, alleges several causes of action, each based on the factual
allegation that we advertised and sold men's slacks at a marked price that was
exclusive of a hemming fee for the pants. The San Diego County Suit seeks: (i)
permanent and preliminary injunctions against advertising slacks at prices which
do not include hemming; (ii) restitution of all funds allegedly acquired by
means of any act or practice declared by the Court to be unlawful or fraudulent
or to constitute unfair competition under certain California statutes, (iii)
prejudgment interest; (iv) compensatory and punitive damages; (v) attorney's
fees; and (vi) costs of suit. We believe that the San Diego County Suit is
without merit and the allegations are contrary to customary and well recognized
and accepted practices in the sale of men's tailored clothing. The complaint in
the San Diego County Suit was subsequently amended to add similar causes of
action and requests for relief based upon allegations that our alleged "claims
that [it] sell[s] the same garments as department stores at 20% to 30% less" are
false and misleading. We believe that such added causes of action are also
without merit. The court ruled against the plaintiff's motion for class
certification, declining to certify a class. On October 17, 2002, the court
granted summary adjudication in favor of the Company on the plaintiff's false
advertising claim on behalf of the general public relating to hemming fees, and
also reaffirmed its earlier ruling denying class certification. The court found
there were triable issues of fact, and therefore denied summary adjudication on
the remaining claims. The court has tentatively set a trial date for May 19,
2003. The Company intends to vigorously defend the San Diego County Suit.
On April 18, 2003, a lawsuit was filed against the Company in the Superior
Court of California for the County of Orange, Case No. 03CC00132 (the "Orange
County Suit"). On April 21, 2003, a lawsuit was filed against K&G Men's Center,
Inc. and K&G Men's Company Inc. (collectively, "K&G"), wholly owned
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subsidiaries of the Company, in the Los Angeles Superior Court of California,
Case No. BC294361 (the "Los Angeles County Suit"; the Los Angeles County Suit
and the Orange County Suit shall be referred to jointly as the "Suits"). The
Suits, which were both brought as purported class actions, allege several causes
of action, each based on the factual allegation that in the State of California
the Company and K&G misclassified its managers and assistant managers as exempt
from the application of certain California labor statutes. Because of this
misclassification, the Suits allege that the Company and K&G failed to pay
overtime compensation and provide the required rest periods to such employees.
The Suits seek, among other things, declaratory and injunctive relief along with
an accounting as to alleged wages, premium pay, penalties, interest and
restitution allegedly due the class defendants. We believe that our managers and
assistant managers were properly classified as exempt under such statutes and,
therefore, properly compensated. The Company believes that the Suits are without
merit and intends to vigorously defend them.
In addition, we are involved in various routine legal proceedings,
including ongoing litigation, incidental to the conduct of our business.
Management believes that none of these matters will have a material adverse
effect on our financial condition or results of operations.
CURRENCY CONTRACTS
In connection with our direct sourcing program, we may enter into purchase
commitments that are denominated in a foreign currency (primarily the Euro). Our
policy is to enter into foreign currency forward exchange contracts to minimize
foreign currency exposure related to forecasted purchases of certain
inventories. Under SFAS 133, such contracts have been designated as and
accounted for as cash flow hedges. The settlement terms of the forward

contracts, including amount, currency and maturity, correspond with payment
terms for the merchandise inventories. Any ineffective portion of a hedge is
reported in earnings immediately. At February 1, 2003, the Company had four
contracts maturing in varying increments to purchase an aggregate notional
amount of $1.4 million in foreign currency, maturing at various dates through
March 2003.
The changes in the fair value of the foreign currency forward exchange
contracts are matched to inventory purchases by period and are recognized in
earnings as such inventory is sold. The fair value of the forward exchange
contracts is estimated by comparing the cost of the foreign currency to be
purchased under the contracts using the exchange rates obtained under the
contracts (adjusted for forward points) to the hypothetical cost using the spot
rate at year end. We expect to recognize in earnings through January 31, 2004
approximately $0.1 million, net of tax, of existing net gains presently deferred
in accumulated other comprehensive income.
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10.

QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

Our quarterly results of operations reflect all adjustments, consisting
only of normal, recurring adjustments, which are, in the opinion of management,
necessary for a fair statement of the results for the interim periods presented.
The consolidated results of operations by quarter for the 2001 and 2002 fiscal
years are presented below (in thousands, except per share amounts):
<Table>
<Caption>

<S>
Net sales................................
Gross margin.............................
Net earnings.............................
Net earnings per share:
Basic..................................
Diluted................................
</Table>

FISCAL 2001
QUARTERS ENDED
-----------------------------------------------MAY 5,
AUGUST 4,
NOVEMBER 3,
FEBRUARY 2,
2001
2001
2001
2002
-----------------------------------<C>
<C>
<C>
<C>
$304,651
$297,153
$285,608
$385,742
111,688
108,295
97,072
134,056
$ 12,742
$ 10,250
$ 3,977
$ 16,307
$
$

0.31
0.31

$
$

0.25
0.25

$
$

0.10
0.10

$
$

0.40
0.39

<Table>
<Caption>

<S>
Net sales................................
Gross margin.............................
Net earnings.............................
Net earnings per share:
Basic..................................
Diluted................................
</Table>

FISCAL 2002
QUARTERS ENDED
--------------------------------------------------MAY 4,
AUGUST 3,
NOVEMBER 2,
FEBRUARY 1,
2002
2002
2002
2003
--------------------------------------<C>
<C>
<C>
<C>
$303,857
$308,574
$292,515
$390,103
104,155
107,051
97,940
145,202
$ 10,458
$ 7,797
$ 4,285
$ 19,872
$
$

0.25
0.25

$
$

0.19
0.19

$
$

0.11
0.11

Due to the method of calculating weighted average common shares
outstanding, the sum of the quarterly per share amounts may not equal earnings
per share for the respective years.
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ITEM 9.

CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.
PART III
ITEM 10.

DIRECTORS AND EXECUTIVE OFFICERS OF THE COMPANY

The information required by this Item is incorporated herein by reference
from the Company's Proxy Statement for its Annual Meeting of Shareholders to be
held July 1, 2003.
ITEM 11.

EXECUTIVE COMPENSATION

$
$

0.50
0.50

The information required by this Item is incorporated herein by reference
from the Company's Proxy Statement for its Annual Meeting of Shareholders to be
held July 1, 2003.
ITEM 12.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain equity compensation plan information
for The Men's Wearhouse as of February 1, 2003.
<Table>
<Caption>

PLAN CATEGORY
- ------------<S>
Equity Compensation Plans Approved
by Security Holders..............
Equity Compensation Plans Not
Approved by Security
Holders(1).......................
Total..............................

NUMBER OF SECURITIES
REMAINING AVAILABLE
FOR FUTURE ISSUANCE
NUMBER OF SECURITIES
UNDER EQUITY
TO BE ISSUED
WEIGHTED-AVERAGE
COMPENSATION PLANS
UPON EXERCISE OF
EXERCISE PRICE OF
(EXCLUDING SECURITIES
OUTSTANDING OPTIONS
OUTSTANDING OPTIONS
IN COLUMN (A))
(A)
(B)
(C)
---------------------------------------------------------<C>
<C>
<C>
1,629,972

19.22

637,327

1,373,815
--------3,003,787
=========

23.30
----21.09

609,820
--------1,247,147
=========

</Table>
- --------------(1) The Company has adopted the 1998 Key Employee Stock Option Plan (the "1998
Plan") which, as amended, provides for the grant of options to purchase up
to 2,100,000 shares of the Company's common stock to full-time key employees
(excluding executive officers), of which 1,296,591 shares are to be issued
upon the exercise of outstanding options and 609,820 shares remain available
for future issuance under the 1998 Plan. Options granted under the 1998 Plan
must be exercised within ten years from the date of grant. Unless otherwise
provided by the Stock Option Committee, options granted under the 1998 Plan
vest at the rate of 1/3 of the shares covered by the grant on each of the
first three anniversaries of the date of grant and may not be issued at a
price less than 50% of the fair market value of our stock on the date of
grant. However, a significant portion of options granted under these Plans
vest annually in varying increments over a period from one to ten years.
In connection with the merger with K&G Men's Center, Inc. in June 1999, the
Company granted substitute options to certain holders of options to
purchase shares of common stock of K&G Men's Center, Inc. who were not
eligible to participate in the Company's stock option plans at a weightedaverage exercise price of $38.60. Of the 62,134 shares initially reserved
for issuance pursuant to such options, options covering 24,724 shares
remain unexercised at this time.
In connection with other acquisitions, the Company entered into employment
or consulting arrangements with certain key individuals at the acquired
companies and issued to them options to purchase 30,000 shares at an
exercise price of $17.42 and 22,500 shares at an exercise price of $24.25,
all of which remain unexercised.
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The additional information required by Item 12 is incorporated herein by
reference from the Company's Proxy Statement for its Annual Meeting of
Shareholders to be held July 1, 2003.
ITEM 13.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The information required by this Item is incorporated herein by reference
from the Company's Proxy Statement for its Annual Meeting of Shareholders to be
held July 1, 2003.
ITEM 14.

DISCLOSURE CONTROLS AND PROCEDURES

EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES
Within 90 days prior to the filing of this report, under the supervision
and with the participation of the Company's management, including the Company's
Chief Executive Officer (CEO) and Chief Financial Officer (CFO), an evaluation
of the effectiveness of the Company's disclosure controls and procedures was
performed. Based on this evaluation, the CEO and CFO have concluded that the
Company's disclosure controls and procedures are effective to ensure that

material information is recorded, processed, summarized and reported by
management of the Company on a timely basis in order to comply with the
Company's disclosure obligations under the Securities Exchange Act of 1934 and
the SEC rules thereunder.
CHANGES IN INTERNAL CONTROLS
There were no significant changes in the Company's internal controls or in
other factors that could significantly affect these controls subsequent to the
date of the evaluation.
PART IV
ITEM 15.

EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K

(a) 1. Financial Statements
The following consolidated financial statements of the Company are included
in Part II, Item 8.
Independent Auditors' Report
Consolidated Balance Sheets as of February 2, 2002 and February 1, 2003
Consolidated Statements of Earnings for the years ended February 3, 2001,
February 2, 2002 and February 1, 2003
Consolidated Statements of Shareholders' Equity for the years ended
February 3, 2001, February 2, 2002 and February 1, 2003
Consolidated Statements of Cash Flows for the years ended February 3, 2001,
February 2, 2002 and February 1, 2003
Notes to Consolidated Financial Statements
2. Financial Statement Schedules
All such schedules are omitted because they are not applicable or because
the required information is included in the Consolidated Financial Statements or
Notes thereto.
3. Exhibits
<Table>
<Caption>
EXHIBIT
NUMBER
- ------<C>
<C>
3.1
-3.2

--

EXHIBIT
------<S>
Restated Articles of Incorporation (incorporated by
reference from Exhibit 3.1 to the Company's Quarterly Report
on Form 10-Q for the quarter ended July 30, 1994).
By-laws, as amended (incorporated by reference from Exhibit
3.2 to the Company's Annual Report on Form 10-K for the
fiscal year ended February 1, 1997).

</Table>
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<Table>
<Caption>
EXHIBIT
NUMBER
- ------<C>
<C>
3.3
--

4.1

--

4.2
4.3

---

4.4

--

4.5

--

4.6

--

4.7

--

EXHIBIT
------<S>
Articles of Amendment to the Restated Articles of
Incorporation (incorporated by reference from Exhibit 3.1 to
the Company's Quarterly Report on Form 10-Q for the quarter
ended July 31, 1999).
Restated Articles of Incorporation (included as Exhibit
3.1).
By-laws (included as Exhibit 3.2).
Form of Common Stock certificate (incorporated by reference
from Exhibit 4.3 to the Company's Registration Statement on
Form S-1 (Registration No. 33-45949)).
Articles of Amendment to the Restated Articles of
Incorporation (included as Exhibit 3.3).
Revolving Credit Agreement dated as of January 29, 2003,
among the Company and JPMorgan Chase Bank and the Banks
listed therein (filed herewith).
Term Credit Agreement dated as of January 29, 2003, among
the Company, Golden Moores Finance Company and JPMorgan
Chase Bank and the Banks listed therein (filed herewith).
Term Sheet Agreement dated as of January 29, 2003 evidencing

*10.1

--

*10.2

--

*10.3

--

*10.4

--

10.5

--

10.6

--

*10.7

--

*10.8

--

*10.9

--

*10.10

--

*10.11

--

*10.12

--

*10.13

--

the uncommitted CAN$10 million facility of National City
Bank, Canada Branch to Golden Brand Clothing (Canada) Ltd.
(filed herewith).
1992 Stock Option Plan (incorporated by reference from
Exhibit 10.5 to the Company's Registration Statement on Form
S-1 (Registration No. 33-45949)).
First Amendment to 1992 Stock Option Plan (incorporated by
Reference from Exhibit 10.9 to the Company's Registration
Statement on Form S-1 (Registration No. 33-60516)).
1992 Non-Employee Director Stock Option Plan (incorporated
by reference from Exhibit 10.7 to the Company's Registration
Statement on Form S-1 (Registration No. 33-45949)).
First Amendment to 1992 Non-Employee Director Stock Option
Plan (incorporated by reference from Exhibit 10.16 to the
Company's Registration Statement on Form S-1 (Registration
No. 33-45949)).
Commercial Lease dated September 1, 1995, by and between the
Company and Zig Zag, A Joint Venture (incorporated by
reference from Exhibit 10.1 to the Company's Quarterly
Report on Form 10-Q for the quarter ended May 4, 1996).
Commercial Lease dated April 5, 1989, by and between the
Company and Preston Road Partnership (incorporated by
reference from Exhibit 10.10 to the Company's Registration
Statement on Form S-1 (Registration No. 33-45949)).
Stock Agreement dated as of March 23, 1992, between the
Company and George Zimmer (incorporated by reference from
Exhibit 10.13 to the Company's Registration Statement on
Form S-1 (Registration No. 33-45949)).
Split-Dollar Agreement and related Split-Dollar Collateral
Assignment dated November 25, 1994 between the Company,
George Zimmer and David Edwab, Co-Trustee of the Zimmer 1994
Irrevocable Trust (incorporated by reference to Exhibit
10.20 to the Company's Annual Report on Form 10-K for the
fiscal year ended January 28, 1995).
1996 Stock Option Plan (incorporated by reference from
Exhibit 10.2 to the Company's Quarterly Report on Form 10-Q
for the quarter ended August 3, 1996).
Second Amendment to 1992 Non-Employee Director Stock Option
Plan (incorporated by reference to Exhibit 10.3 to the
Company's Quarterly Report on Form 10-Q for the quarter
ended August 3, 1996).
1998 Key Employee Stock Option Plan (incorporated by
reference from Exhibit 10.18 to the Company's Annual Report
on Form 10-K for the fiscal year ended January 31, 1998).
First Amendment to 1998 Key Employee Stock Option Plan
(incorporated by reference from Exhibit 4.1 to the Company's
Registration Statement on Form S-8 (registration No.
333-80033)).
Second Amendment to 1998 Key Employee Stock Option Plan
(incorporated by reference to Exhibit 10.22 to the Company's
Annual Report on Form 10-K for the fiscal year ended January
29, 2000).

</Table>
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<Table>
<Caption>
EXHIBIT
NUMBER
- ------<C>
<C>
*10.14
--

*10.15

--

*10.16

--

*10.17

--

*10.18

--

*10.19

--

EXHIBIT
------<S>
Third Amendment to The Men's Wearhouse, Inc. 1992
Non-Employee Director Stock Option Plan (incorporated by
reference from Exhibit 10.1 to the Company's Quarterly
Report on Form 10-Q for the quarter ended July 29, 2000).
Second Amendment [sic] to The Men's Wearhouse, Inc. 1996
Stock Option Plan (incorporated by reference from Exhibit
10.2 to the Company's Quarterly Report on Form 10-Q for the
quarter ended July 29, 2000).
Fourth Amendment to 1992 Non-Employee Director Stock Option
Plan (incorporated by reference from Exhibit 10.1 to the
Company's Quarterly Report on Form 10-Q for the quarter
ended May 5, 2001).
Split-Dollar Agreement dated January 14, 2002, by and
between the Company and Eric Lane (incorporated by reference
from Exhibit 10.25 to the Company's Annual Report on Form
10-K for the fiscal year ended February 2, 2002).
Split-Dollar Agreement and related Split-Dollar Collateral
Assignment dated May 25, 1995, by and between the Company
and David H. Edwab (incorporated by reference from Exhibit
10.26 to the Company's Annual Report on Form 10-K for the
fiscal year ended February 2, 2002).
Split-Dollar Agreement and related Split-Dollar Collateral

*10.20

--

*10.21

--

21.1
23.1

---

99.1

--

99.2

--

Assignment dated May 25, 1995, between the Company, David H.
Edwab and George Zimmer, Co-Trustee of the David H. Edwab
1995 Irrevocable Trust (incorporated by reference from
Exhibit 10.27 to the Company's Annual Report on Form 10-K
for the fiscal year ended February 2, 2002).
First Amendment to Split-Dollar Agreement dated January 17,
2002, between the Company, David H. Edwab and George Zimmer,
Trustee of the David H. Edwab 1995 Irrevocable Trust
(incorporated by reference from Exhibit 10.28 to the
Company's Annual Report on Form 10-K for the fiscal year
ended February 2, 2002).
Employment Agreement dated February 3, 2002, by and between
the Company and David H. Edwab (incorporated by reference
from Exhibit 10.29 to the Company's Annual Report on Form
10-K for the fiscal year ended February 2, 2002).
Subsidiaries of the Company (filed herewith).
Consent of Deloitte & Touche LLP, independent auditors
(filed herewith).
Certification of Annual Report Pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002 by the Chief Executive
Officer (filed herewith).
Certification of Annual Report Pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002 by the Chief Financial
Officer (filed herewith).

</Table>
- --------------* Management Compensation or Incentive Plan
The Company will furnish a copy of any exhibit described above to any
beneficial holder of its securities upon receipt of a written request therefor,
provided that such request sets forth a good faith representation that, as of
the record date for the Company's 2003 Annual Meeting of Shareholders, such
beneficial holder is entitled to vote at such meeting, and provided further that
such holder pays to the Company a fee compensating the Company for its
reasonable expenses in furnishing such exhibits.
(b) Reports on Form 8-K
On December 5, 2002, the Company filed a current report on Form 8-K related
to certain changes made to the Company's 401(k) Savings Plan.
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities
Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned, thereunto duly authorized.
THE MEN'S WEARHOUSE, INC.
By
/s/ GEORGE ZIMMER
-----------------------------------George Zimmer
Chairman of the Board and
Chief Executive Officer
Dated: May 2, 2003
Pursuant to the requirements of the Securities Exchange Act of 1934, this
report has been signed below by the following persons on behalf of the
Registrant and in the capacity and on the dates indicated.
<Table>
<Caption>
SIGNATURE
--------<S>

<C>

TITLE
----<C>

DATE
---<C>

/s/ GEORGE ZIMMER
-----------------------------------------------George Zimmer

Chairman of the Board,
Chief Executive Officer and Director

May 2, 2003

/s/ NEILL P. DAVIS
-----------------------------------------------Neill P. Davis

Executive Vice President, Chief
Financial Officer and Principal
Financial Officer

May 2, 2003

/s/ DIANA M. WILSON
-----------------------------------------------Diana M. Wilson

Vice President and Principal
Accounting Officer

May 2, 2003

/s/ DAVID H. EDWAB
-----------------------------------------------David H. Edwab

Vice Chairman of the Board and
Director

May 2, 2003

/s/ RINALDO S. BRUTOCO
-----------------------------------------------Rinaldo S. Brutoco

Director

May 2, 2003

/s/ MICHAEL L. RAY
-----------------------------------------------Michael L. Ray

Director

May 2, 2003

/s/ SHELDON I. STEIN
-----------------------------------------------Sheldon I. Stein

Director

May 2, 2003

Director
-----------------------------------------------Kathleen Mason
</Table>
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I, George Zimmer, certify that:
1. I have reviewed this annual report on Form 10-K of The Men's Wearhouse,
Inc.;
2. Based on my knowledge, this annual report does not contain any untrue
statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this annual
report;
3. Based on my knowledge, the financial statements, and other financial
information included in this annual report, fairly present in all material
respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this annual report;
4. The registrant's other certifying officers and I are responsible for
establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-14 and 15d-14) for the registrant and have:
a) designed such disclosure controls and procedures to ensure that
material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities,
particularly during the period in which this annual report is being
prepared;
b) evaluated the effectiveness of the registrant's disclosure controls
and procedures as of a date within 90 days prior to the filing date of this
annual report (the "Evaluation Date"); and
c) presented in this annual report our conclusions about the
effectiveness of the disclosure controls and procedures based on our
evaluation as of the Evaluation Date;
5. The registrant's other certifying officers and I have disclosed, based
on our most recent evaluation, to the registrant's auditors and the audit
committee of registrant's board of directors (or persons performing the
equivalent functions):
a) all significant deficiencies in the design or operation of internal
controls which could adversely affect the registrant's ability to record,
process, summarize and report financial data and have identified for the
registrant's auditors any material weaknesses in internal controls; and
b) any fraud, whether or not material, that involves management or
other employees who have a significant role in the registrant's internal
controls; and
6. The registrant's other certifying officers and I have indicated in this
annual report whether or not there were significant changes in internal controls
or in other factors that could significantly affect internal controls subsequent
to the date of our most recent evaluation, including any corrective actions with
regard to significant deficiencies and material weaknesses.
By

/s/ GEORGE ZIMMER

-----------------------------------George Zimmer
Chairman of the Board and
Chief Executive Officer
Dated: May 2, 2003
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I, Neill P. Davis, certify that:
1. I have reviewed this annual report on Form 10-K of The Men's Wearhouse,
Inc.;
2. Based on my knowledge, this annual report does not contain any untrue
statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this annual
report;
3. Based on my knowledge, the financial statements, and other financial
information included in this annual report, fairly present in all material
respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this annual report;
4. The registrant's other certifying officers and I are responsible for
establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-14 and 15d-14) for the registrant and have:
a) designed such disclosure controls and procedures to ensure that
material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities,
particularly during the period in which this annual report is being
prepared;
b) evaluated the effectiveness of the registrant's disclosure controls
and procedures as of a date within 90 days prior to the filing date of this
annual report (the "Evaluation Date"); and
c) presented in this annual report our conclusions about the
effectiveness of the disclosure controls and procedures based on our
evaluation as of the Evaluation Date;
5. The registrant's other certifying officers and I have disclosed, based
on our most recent evaluation, to the registrant's auditors and the audit
committee of registrant's board of directors (or persons performing the
equivalent functions):
a) all significant deficiencies in the design or operation of internal
controls which could adversely affect the registrant's ability to record,
process, summarize and report financial data and have identified for the
registrant's auditors any material weaknesses in internal controls; and
b) any fraud, whether or not material, that involves management or
other employees who have a significant role in the registrant's internal
controls; and
6. The registrant's other certifying officers and I have indicated in this
annual report whether or not there were significant changes in internal controls
or in other factors that could significantly affect internal controls subsequent
to the date of our most recent evaluation, including any corrective actions with
regard to significant deficiencies and material weaknesses.
By
/s/ NEILL P. DAVIS
-----------------------------------Neill P. Davis
Executive Vice President, Chief
Financial Officer
and Principal Financial Officer
Dated: May 2, 2003
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- V REVOLVING CREDIT AGREEMENT

The Men's Wearhouse, Inc., a corporation organized under the
laws of the State of Texas (the "Borrower"), the financial institutions from
time to time party hereto (collectively, the "Banks" and individually, a
"Bank"), and JPMorgan Chase Bank (together with any successor thereof, "JPMorgan
Chase") in its capacity as administrative agent (the "Agent") for the Banks
hereunder, hereby agree as follows:
PRELIMINARY STATEMENT
WHEREAS, the Borrower has received loans and other extensions
of credit pursuant to that certain Revolving Credit Agreement dated as of
February 5, 1999 (as amended, the "Existing Credit Agreement") by and among the
Borrower, NationsBank, N.A. (now known as Bank of America, N.A.) as agent and
the other banks and financial institutions signatory thereto;
WHEREAS, the Borrower has requested the Agent and the Banks to
make revolving loans to the Borrower in an aggregate amount not to exceed
$100,000,000 at any time outstanding and, pursuant to a $30,000,000 sub-limit,
issue letters of credit for the account of the Borrower in an aggregate amount

<C>
81
81
81
81
81
81
82
85
86
88
88
88
88
89
89
90
90
91

not to exceed $30,000,000 at any time outstanding;
WHEREAS, a portion of such revolving loans shall be used to
repay in full the Existing Credit Agreement; and
WHEREAS, pursuant to the terms and conditions hereof the Agent
and the Banks have agreed to such request upon the terms and conditions
hereinafter set forth;
NOW, THEREFORE, for good and valuable consideration, the
receipt and sufficiency of which is hereby acknowledged, the parties hereto
hereby agree as follows:
1.

CERTAIN DEFINITIONS.

1.1.
ACCOUNTING PRINCIPLES. All accounting terms not
specifically defined herein shall be construed in accordance with GAAP
consistent with those applied in the preparation of the audited financial
statements referred to in Section 9.1 hereof. All financial information
delivered to the Agent pursuant to Section 9.1 hereof shall be prepared in
accordance with GAAP applied on a basis consistent with those reflected by the
initial financial statements delivered to the Agent pursuant to Section 7.2,
except (i) where such principles are inconsistent with the requirements of this
Agreement and (ii) for those changes made pursuant to Section 9.8 hereof.
1.2.
CERTAIN DEFINED TERMS. As used in this Agreement, the
following terms shall have the following meanings:
"ABR", when used in reference to any Loan or Borrowing, refers
to whether such Loan, or the Loans comprising such Borrowing, are bearing
interest at a rate determined by reference to the Alternate Base Rate plus the
Applicable Margin.
-1"ABR Loan" shall mean any Loan which bears interest at the
Alternate Base Rate plus the Applicable Margin.
"Acquisitions" has the meaning specified in Section 10.13
hereof.
"Acquisition Target" means any Person acquired pursuant to
Section 10.13 and which is designated a Restricted Subsidiary pursuant to the
terms hereof.
"Additional Bank" has the meaning assigned to such term in
Section 4.9.
"Adjusted Available Amount" means an amount equal to the sum
of (I) $25,000,000 plus (II) if positive, the aggregate amount of (i) one-third
of Consolidated Net Income of the Borrower and the Restricted Subsidiaries minus
(ii) 100% of consolidated net losses of the Borrower and the Restricted
Subsidiaries, in each case commencing with the beginning of the fourth fiscal
quarter of 2002, minus (III) Investments made under Section 10.5(h).
"Adjusted Debt" means, at any time and without duplication, an
amount equal to the sum of (a) Total Funded Debt plus (b) an amount equal to the
product of (i) Base Rent Expense for the immediately preceding quarter times
(ii) thirty-two (32).
"Adjusted LIBO Rate" means, with respect to any Eurodollar
Loan for any Interest Period, an interest rate per annum (rounded upwards, if
necessary, to the next 1/100 of 1%) equal to (a) the LIBO Rate for such Interest
Period multiplied by (b) the Statutory Reserve Rate.
"Adjustment Amount" means, as to any Adjustment Date, an
amount equal to the Dollar Equivalent Value of the excess, if any, of the
Positive Adjustment Amount over the Negative Adjustment Amount. For purposes of
this Agreement, the Adjustment Amount shall be treated as interest expense.
"Adjustment Date" means the "Interest Payment Date" (as such
term is defined in the Canadian Term Loan Facility).
"Administrative Questionnaire" means an Administrative
Questionnaire in a form supplied by the Agent.
"Affiliate" means, with respect to a specified Person, another
Person that directly, or indirectly through one or more intermediaries, Controls
or is Controlled by or is under common Control with the Person specified. If any
Person shall own, directly or indirectly, beneficially and of record twenty
percent (20%) or more of the equity (whether outstanding capital stock,
partnership interests or otherwise) of another Person, such Person shall be
deemed to be an Affiliate.
"Agent" shall have the meaning set forth in the preamble
hereto.
"Agreement" shall mean this Revolving Credit Agreement, as the
same may be amended, modified or supplemented from time to time.

"Alternate Base Rate" means, for any day, a rate per annum
equal to the greatest of (a) the Prime Rate in effect on such day, (b) the Base
CD Rate in effect on such day plus 1% and (c) the
-2Federal Funds Effective Rate in effect on such day plus 1/2 of 1%. Any change in
the Alternate Base Rate due to a change in the Prime Rate, the Base CD Rate or
the Federal Funds Effective Rate shall be effective from and including the
effective date of such change in the Prime Rate, the Base CD Rate or the Federal
Funds Effective Rate, respectively.
"Applicable Lending Office" shall mean, with respect to each
Bank, such Bank's (a) Domestic Lending Office in the case of a ABR Loan and (b)
Eurodollar Lending Office in the case of a Eurodollar Loan.
"Applicable Margin" means, (a) for the period from the Closing
Date until February 1, 2003, (i) as to Eurodollar Loans and Letter of Credit
Fees, 1.75% per annum, and (ii) as to Commitment Fees, 0.35% per annum, (b) for
the period from February 1, 2003 to the next redetermination thereafter, the
Applicable Margin determined by the Agent based upon the certificate then most
recently delivered pursuant to Section 9.1(k), and (c) for each period
thereafter (each such period commencing 61 days after the end of each fiscal
quarter of the Borrower and ending 60 days after the end of the next fiscal
quarter of the Borrower), the applicable rate per annum set forth in the table
below opposite the ratio of Adjusted Debt to EBITDA plus Base Rent Expense for
the four immediately preceding fiscal quarterly periods. Each determination of
the Applicable Margin shall be determined by the Agent for each such period
after its receipt of the applicable certificate delivered pursuant to Section
9.1(k) and prior to the commencement of such period. Except as set forth above,
each change in the Applicable Margin shall be immediately effective commencing
on the 61st day after each fiscal quarter end, and remain effective until the
next determination.
<TABLE>
<CAPTION>
- ------------------------------------------------------------------------------------------------------------------------APPLICABLE MARGIN
APPLICABLE MARGIN
FOR EURODOLLAR LOANS
FOR COMMITMENT FEES
ADJUSTED DEBT TO EBITDA PLUS BASE
AND LETTER OF CREDIT
APPLICABLE MARGIN
ON THE UNUSED
RENT EXPENSE
FEES
FOR ABR LOANS
COMMITMENT
=========================================================================================================================
<S>
<C>
<C>
<C>
Less than 3.0:1.0
1.50%
0.00%
0.275%
- ------------------------------------------------------------------------------------------------------------------------Equal to or greater than 3.0:1.0
1.75%
0.00%
0.350%
but less than 4.0:1.0
- ------------------------------------------------------------------------------------------------------------------------Equal to or greater than 4.0:1.0
2.00%
0.25%
0.425%
but less than 4.25:1.0
- ------------------------------------------------------------------------------------------------------------------------Equal to or greater than 4.25:1.0
2.25%
0.50%
0.500%
- ------------------------------------------------------------------------------------------------------------------------</TABLE>
"Application" shall mean an application, in such form as the
Issuing Bank may specify from time to time, requesting the Issuing Bank to open
a Letter of Credit.
"Assessment Rate" means, for any day, the annual assessment
rate in effect on such day that is payable by a member of the Bank Insurance
Fund classified as "well-capitalized" and within supervisory subgroup "B" (or a
comparable successor risk classification) within the meaning of 12 C.F.R. Part
327 (or any successor provision) to the Federal Deposit Insurance Corporation
for insurance by such Corporation of time deposits made in dollars at the
offices of such member in the United States; provided that if, as a result of
any change in any law, rule or regulation, it is no longer
-3possible to determine the Assessment Rate as aforesaid, then the Assessment Rate
shall be such annual rate as shall be determined by the Agent to be
representative of the cost of such insurance to the Banks.
"Assignment and Assumption" means an assignment and assumption
entered into by a Bank and an assignee (with the consent of any party whose
consent is required by Section 13.10), and accepted by the Agent, in the form of
Exhibit H or any other form approved by the Agent.
"Availability Period" means the period from and including the
Closing Date to but excluding the earlier of the Maturity Date and the date of
termination of the Commitments.
"Available Amount" means an amount equal to the sum of (I)
$60,000,000 plus (II) if positive, the aggregate amount of (i) one-third of
Consolidated Net Income of the Borrower and the Restricted Subsidiaries minus
(ii) 100% of consolidated net losses of the Borrower and the Restricted

Subsidiaries, in each case commencing with the beginning of the fourth fiscal
quarter of 2002, minus (III) the sum of (x) Restricted Payments made under
Section 10.3(d), (y) Investments made under Section 10.5(h) and (z) Restricted
Payments made under Section 10.3(e).
"Bank" shall have the meaning specified in the preamble hereto
and shall include the Agent, in its individual capacity.
"Base CD Rate" means the sum of (a) the Three-Month Secondary
CD Rate multiplied by the Statutory Reserve Rate plus (b) the Assessment Rate.
"Base Rent Expense" means, for any period, payments (whether
computed monthly or annually) due under Leases of real property (including those
resulting from sale-leaseback transactions), exclusive of payments for
percentage rent, common-area maintenance, insurance, taxes and any other amounts
recorded in the Borrower's or the Restricted Subsidiaries' books and records in
accordance with their customary practices as rent other than "base rent
expense"; provided, with respect to any acquisition of an Acquisition Target
which results in the requirement to provide pro forma financial information
pursuant to Article 11 of Regulation S-X (Reg Section 210.11.01, .02 and .03),
Base Rent Expense of the Acquisition Target for each full fiscal quarter
included in the applicable computation period prior to such Acquisition
(including the fiscal quarter during which it was acquired) shall be included,
provided further that Base Rent Expense of the Acquisition Target shall be
adjusted for those applicable items of base rent expense that will increase or
decrease subsequent to the date of Acquisition, such adjustments limited to
those like adjustments included in the pro forma financial statements provided
in the Form 8-K filed with the Securities and Exchange Commission pursuant to
Article 11 of Regulation S-X.
"Borrower" shall have the meaning set forth in the preamble
hereto.
"Borrowing" means (a) Revolving Loans of the same Type, made,
converted or continued on the same date and, in the case of Eurodollar Loans, as
to which a single Interest Period is in effect or (b) a Swingline Loan.
"Borrowing Date" shall mean a date upon which the Borrower has
requested a Revolving Loan is to be made in a Notice of Borrowing delivered
pursuant to Section 2.
-4"Business Day" means any day that is not a Saturday, Sunday or
other day on which commercial banks in New York City and Houston, Texas are
authorized or required by law to remain closed; provided that, when used in
connection with a Eurodollar Loan, the term "Business Day" shall also exclude
any day on which banks are not open for dealings in dollar deposits in the
London interbank market.
"Canadian Dollar Equivalent Value" means, with respect to an
amount of Dollars, an amount of Canadian dollars into which the Agent determines
that it could, in accordance with its practice from time to time in the
interbank foreign exchange market, convert such amount of Dollars, determined by
using its applicable quoted spot rate on the date on which such equivalent is to
be determined pursuant to the provisions of this Agreement.
"Canadian Term Loan Facility" means that certain Term Credit
Agreement of even date herewith among the Borrower, the Term Borrower, JPMorgan
Chase Bank, Toronto Branch, as Agent, and the Term Lenders, as amended from time
to time.
"Capital Lease" as defined in the definition of Capital Lease
Obligations.
"Capital Lease Obligation" means as to any Person, the
obligations of such Person to pay rent or other amounts under any lease (a
"Capital Lease") of (or other arrangement conveying the right to use) real or
personal property, or a combination thereof, which obligations are required to
be classified and accounted for as capital leases on a balance sheet of such
Person under GAAP and, for the purposes of this Agreement, the amount of such
obligations at any time shall be the capitalized amount thereof at such time
determined in accordance with GAAP.
"Capital Stock" means and includes (i) any and all shares,
interests, participations or other equivalents of or interests in (however
designated) corporate stock, including, without limitation, shares of preferred
or preference stock, (ii) all partnership interests (whether general or limited)
in any Person which is a partnership, (iii) all membership interests or limited
liability company interests in any limited liability company, and (iv) all
equity or ownership interests in any Person of any other type.
"Cash Equivalents" means (a) marketable direct obligations
issued or unconditionally guaranteed by the United States Government or Canada
or issued by an agency thereof and backed by the full faith and credit of the
United States or Canada, as the case may be, in each case maturing within ninety
(90) days after the date of acquisition thereof; (b) marketable direct
obligations issued by any state of the United States of America or province of
Canada or any political subdivision of any such state, province or any public

instrumentality thereof maturing within ninety (90) days after the date of
acquisition thereof and, at the time of acquisition, having the highest rating
obtainable from either Standard & Poor's Corporation or Moody's Investors
Service, Inc. (or, if at any time neither Standard & Poor's Corporation nor
Moody's Investors Service, Inc. shall be rating such obligations, then from such
other nationally recognized rating services acceptable to the Agent); (c)
commercial paper maturing no more than ninety (90) days after the date of
creation thereof and, at the time of acquisition, having a rating of at least
A-1 or P-1 from either Standard & Poor's Corporation or Moody's Investors
Service, Inc. (or, if at any time neither Standard & Poor's Corporation nor
Moody's Investors Service, Inc. shall be rating such obligations, then the
highest rating from such other nationally recognized rating services acceptable
to the Agent); (d) domestic
-5and eurodollar certificates of deposit or bankers' acceptances maturing within
ninety (90) days after the date of acquisition thereof issued by any Bank or any
other commercial bank organized under the laws of the United States of America
or Canada or any state or province thereof or the District of Columbia having
combined capital and surplus of not less than $250,000,000 (or the Canadian
Dollar Equivalent Value thereof); (e) repurchase agreements of the Agent, any
Bank or any other commercial bank organized under the laws of the United States
of America or Canada or any state or province thereof or the District of
Columbia having combined capital and surplus of not less than $250,000,000 (or
the Canadian Dollar Equivalent Value thereof); (f) overnight investments with
the Agent, any Bank or any other commercial bank organized under the laws of the
United States of America or Canada or any state or province thereof or the
District of Columbia having combined capital and surplus of not less than
$250,000,000 (or the Canadian Dollar Equivalent Value thereof); (g) other
readily marketable instruments issued or sold by the Agent, any Bank or any
other commercial bank organized under the laws of the United States of America
or Canada or any state or province thereof or the District of Columbia having
combined capital and surplus of not less than $250,000,000 (or the Canadian
Dollar Equivalent Value thereof); and (h) funds invested in brokerage accounts
with nationally recognized brokerage houses or money market accounts, in each
case for less than thirty (30) days.
"Change/Continuation Date" shall mean a date upon which the
Borrower has requested the change or continuation of the interest rate
applicable to any Loan pursuant to a Notice of Rate Change/Continuation
delivered pursuant to Section 3.
"Change of Control" means (i) any transaction (including a
merger or consolidation) the result of which is that any "Person" or "group"
(within the meaning of Sections 13(d) and 14(d)(2) of the Exchange Act) becomes
the "beneficial owner" (as defined in Rule 13d-3 under the Exchange Act) of more
than 50 percent (50%) of the total voting power of all classes of the voting
stock of the Borrower or the surviving Person and/or warrants or options to
acquire such voting stock, calculated on a fully diluted basis (a "Control
Person"), other than any such transaction in which the current executive
officers of the Borrower who are also currently directors and their Affiliates
or The Zimmer Family Foundation become, individually or collectively, a Control
Person or (ii) the sale, lease or transfer of all or substantially all of the
Borrower's assets (which includes the assets of its Subsidiaries) to any
"Person" or "group" (within the meaning of Sections 13(d) and 14(d)(2) of the
Exchange Act), except to the Borrower or one or more of its Subsidiaries.
"Class", when used in reference to any Loan or Borrowing,
refers to whether such Loan, or the Loans comprising such Borrowing, are
Revolving Loans or Swingline Loans.
"Closing Date" shall mean the date on which the conditions
specified in Section 8.1 are satisfied.
"Code" shall mean the Internal Revenue Code of 1986, as
amended, as now or hereafter in effect, together with all regulations, rulings
and interpretations thereof or thereunder issued by the Internal Revenue
Service.
"Commitment" means, with respect to each Bank, the commitment
of such Bank to make Revolving Loans and to acquire participations in Letters of
Credit and Swingline Loans hereunder, expressed as an amount representing the
maximum aggregate amount of such Bank's
-6Revolving Credit Exposure hereunder, as such commitment may be (a) reduced from
time to time pursuant to Section 4.8 or increased from time to time pursuant to
Section 4.9 and (b) reduced or increased from time to time pursuant to
assignments by or to such Bank pursuant to Section 13.10. The initial amount of
each Bank's Commitment is set forth on Schedule 2, or in the Assignment and
Assumption pursuant to which such Bank shall have assumed its Commitment, as
applicable. The initial aggregate amount of the Banks' Commitments is
$100,000,000.
"Commitment Increase" has the meaning assigned to such term in
Section 4.9.

"Consolidated Current Assets" means all items classified as
current assets on the consolidated financial statements of the Borrower and the
Restricted Subsidiaries delivered to the Banks pursuant to Section 9.1, all as
determined in accordance with GAAP consistently applied.
"Consolidated Current Liabilities" means all items classified
as current liabilities of Borrower and the Restricted Subsidiaries on the
consolidated financial statements delivered to the Banks pursuant to Section 9.1
other than any current portion of (i) the outstanding Loans and Letters of
Credit and (ii) Debt outstanding under this Agreement and outstanding Debt
permitted by Section 10.2(h) and (i), all as determined in accordance with GAAP
consistently applied.
"Consolidated Net Income" means with respect to any period,
net income of the Borrower and the Restricted Subsidiaries on a consolidated
basis (after adjustment for income taxes), determined in accordance with GAAP.
"Consolidated Net Worth" means, as of any date, the total
shareholders' equity of the Borrower and the Restricted Subsidiaries which
appears on the consolidated balance sheet of such Person as of such date,
determined in accordance with GAAP; excluding, however, (a) from total
shareholders' equity, mandatorily redeemable Preferred Stock of the Borrower or
a Restricted Subsidiary to the extent included in total shareholders' equity and
(b) Restricted Investments by the Borrower and the Restricted Subsidiaries in
any Unrestricted Subsidiaries.
"Contingent Liability" means (i) any agreement, undertaking or
arrangement by which any Person guarantees, endorses or otherwise becomes or is
contingently liable upon (by direct or indirect agreement, contingent or
otherwise, to provide funds for payment, to supply funds to, otherwise to invest
in, a debtor, or otherwise to assure a creditor against loss) the Debt,
obligation or any other liability of any other Person (other than by
endorsements of instruments in the ordinary course of collection), (ii)
obligations under surety, appeal or custom bonds, or (iii) guarantees of the
payment of dividends or other distributions upon the shares of or interest in
any other Person. The amount of any Person's obligation under any Contingent
Liability shall (subject to any limitations set forth therein) be deemed to be
the outstanding principal amount (or maximum principal amount, if larger) of the
Debt, obligation or other liability guaranteed thereby or, if applicable, such
lesser principal amount as is expressly stated to be the maximum principal
amount of such Person's obligation thereunder.
"Contractual Rent Expense" means, for any period as to the
Borrower and the Restricted Subsidiaries, all payments (whether computed monthly
or annually) due under Leases of real property (including those resulting from
sale-leaseback transactions), including, without limitation, Base Rent Expense
and payments for percentage rent, common-area maintenance,
-7insurance, and taxes and any other amounts recorded in such Person's books and
records in accordance with their customary practices as rent expense, whether
paid or accrued in the applicable period of calculation, but excluding
adjustments with respect to such payments required to be made in conformity with
GAAP for the purposes of accounting for graduated lease payments, calculated for
the four (4) immediately preceding fiscal quarterly periods; provided, with
respect to any acquisition of an Acquisition Target which results in the
requirement to provide pro forma financial information pursuant to Article 11 of
Regulation S-X (Reg Section 210.11.01, .02 and .03), Contractual Rent Expense of
the Acquisition Target for each full fiscal quarter included in the applicable
computation period prior to such Acquisition (including the fiscal quarter
during which it was acquired) shall be included, provided further that
Contractual Rent Expense of the Acquisition Target shall be adjusted for those
applicable items of contractual expense that will increase or decrease
subsequent to the date of Acquisition, such adjustments limited to those like
adjustments included in the pro forma financial statements provided in the Form
8-K filed with the Securities and Exchange Commission pursuant to Article 11 of
Regulation S-X.
"Control" means the possession, directly or indirectly, of the
power to direct or cause the direction of the management or policies of a
Person, whether through the ability to exercise voting power, by contract or
otherwise. "Controlling" and "Controlled" have meanings correlative thereto.
"Debt" means (without duplication), for any Person:
(a) obligations of such Person for borrowed money (including
obligations, contingent or otherwise, of such Person relative to the
face amount of all letters of credit and letters of guaranty, whether
drawn or undrawn, and banker's acceptances issued for the account of
such Person);
(b) obligations of such Person evidenced by bonds, debentures,
notes or similar instruments (but excluding sight drafts that evidence
current account payables arising in the ordinary course of business
which are not more than 90 days past due the original due date);
(c) obligations of such Person to pay the deferred purchase

price of property or services (but excluding current accounts payable
arising in the ordinary course of business which are not more than 90
days past due the original due date);
(d) obligations secured by (or for which the holder of such
obligations has an existing right, contingent or otherwise, to be
secured by) a Lien on Property owned or being purchased by such Person
(including obligations arising under conditional sales or other title
retention agreements), whether or not such obligations shall have been
assumed by such Person or is limited in recourse;
(e) Capital Lease Obligations;
(f) obligations under surety, appeal or custom bonds;
(g) Contingent Liabilities of such Person;
-8(h) obligations of such Person under or in connection with a
Sale and Lease-Back Transaction or similar arrangements; and
(i) net obligations of such Person under Hedge Agreements (the
amount of such obligations to be equal at any time to the termination
value of such Hedge Agreement giving rise to such obligation that would
be payable by such Person at such time).
Debt of any Person shall include the Debt of any other entity
(including any partnership in which such Person is a general partner) to the
extent such Person is liable therefor as a result of such Person's ownership
interest in or other relationship with such entity, except to the extent the
terms of such Debt provide that such Person is not liable therefor.
"Debtor Laws" shall mean all applicable federal, state,
provincial or foreign liquidation, dissolution, winding-up, conservatorship,
bankruptcy, moratorium, arrangement, receivership, insolvency, reorganization,
or similar laws, or general equitable principles from time to time in effect
affecting the rights of creditors generally or providing for the relief of
debtors.
"Default" shall mean (i) any of the events specified in
Section 11, whether or not there has been satisfied any requirement in
connection with such event for the giving of notice, or the lapse of time, or
the happening of any further condition, event or act or (ii) any "Default" as
defined in the Canadian Term Loan Facility.
"Disqualified Capital Stock" means, with respect to any
Person, that portion of any class or series of Capital Stock of such Person
that, by its terms or by the terms of any security into which it is convertible
or exchangeable, is, or upon the happening of an event or passage of time would
be, required to be redeemed or repurchased (including at the option of the
holder), in whole or in part, or has, or upon the happening of an event or
passage of time would have, a redemption sinking fund or similar payment due, in
either case, on or prior to the Maturity Date.
"Dollar Equivalent Value" means, with respect to an amount of
any Canadian Dollars, an amount of Dollars into which the Agent determines that
it could, in accordance with its practice from time to time in the interbank
foreign exchange market, convert such amount of Canadian Dollars, determined by
using its applicable quoted spot rate on the date on which such equivalent is to
be determined pursuant to the provisions of this Agreement.
"Dollars" and "$" shall mean lawful currency of the United
States of America.
"Domestic Lending Office" shall mean, with respect to any
Bank, the office of such Bank specified as its "Domestic Lending Office"
opposite its name on Schedule I attached hereto and made a part hereof or such
other office of such Bank as such Bank may from time to time specify to the
Borrower and the Agent.
"Drawing" shall have the meaning set forth in Section
2.4(d)(ii) hereof.
"EBITDA" means, for any period, as to the Borrower and the
Restricted Subsidiaries, an amount equal to earnings before income taxes and
adjustment for extraordinary items, plus (a) depreciation and amortization, plus
(b) interest expense, plus, to the extent deducted in
-9determining earnings before extraordinary items, (c) other non-cash charges,
minus, to the extent added in determining earnings before extraordinary items,
(d) non-cash income, for the four (4) immediately preceding fiscal quarterly
periods; provided, with respect to any acquisition of an Acquisition Target
which results in the requirement to provide pro forma financial information
pursuant to Article 11 of Regulation S-X (Reg Section 210.11.01, .02 and .03),
EBITDA of the Acquisition Target for each full fiscal quarter included in the

applicable computation period prior to such Acquisition (including the fiscal
quarter during which it was acquired) shall be included, provided further that
EBITDA of the Acquisition Target shall be adjusted for those items of income and
expense that will increase or decrease subsequent to the date of Acquisition,
such adjustments limited to those adjustments included in the pro forma
financial statements provided in the Form 8-K filed with the Securities and
Exchange Commission pursuant to Article 11 of Regulation S-X.
"Environmental Lien" means a Lien in favor of a Governmental
Authority or other Person (a) for any liability under any Environmental
Protection Statute or (b) for damages arising from or costs incurred by such
Governmental Authority or other Person in response to a release or threatened
release of Hazardous Materials into the environment.
"Environmental Protection Statute" means (a) the Comprehensive Environmental
Response, Compensation and Liability Act of 1980 (as amended by the Superfund
Amendments and Reauthorization Act of 1986, 42 U.S.C.A. Section 9601 et seq.),
as amended from time to time, and any and all rules and regulations issued or
promulgated thereunder ("CERCLA"); (b) the Resource Conservation and Recovery
Act (as amended by the Hazardous and Solid Waste Amendment of 1984, 42 U.S.C.A.
Section 6901 et seq.), as amended from time to time, and any and all rules and
regulations promulgated thereunder ("RCRA"); (c) the Clean Air Act, 42 U.S.C.A.
Section 7401 et seq., as amended from time to time, and any and all rules and
regulations promulgated thereunder; (d) the Clean Water Act of 1977, 33 U.S.C.A.
Section 1251 et seq., as amended from time to time, and any and all rules and
regulations promulgated thereunder; (e) the Toxic Substances Control Act, 15
U.S.C.A. Section 2601 et seq., as amended from time to time, and any and all
rules and regulations promulgated thereunder; or (f) any other federal or state
or provincial law, statute, rule or regulation enacted in connection with or
relating to the protection or regulation of the environment (including, without
limitation, those laws, statutes, rules and regulations regulating the disposal,
removal, production, storing, refining, handling, transferring, processing or
transporting of Hazardous Materials) and any rules and regulations issued or
promulgated in connection with any of the foregoing by any Governmental
Authority, and "Environmental Protection Statutes" means, collectively, each of
the foregoing.
"ERISA" means the Employee Retirement Income Security Act of
1974, as amended from time to time, and the regulations promulgated and rulings
issued thereunder.
"ERISA Affiliate" means any subsidiary or trade or business
(whether or not incorporated) which is a member of a group of which the Borrower
is a member and which is under common control within the meaning of Section 414
of the Code and the rules and regulations thereunder.
"ERISA Event" means any of the following events: (a) a
"Reportable Event" described in Section 4043 of ERISA and the regulations issued
thereunder (other than a "Reportable Event" not subject to the provisions for
the thirty (30)-day notice to the PBGC under such
-10regulations), (b) the withdrawal of the Borrower from a Plan during a plan year
in which it was a "substantial employer" as defined in Section 4001(a)(2) of
ERISA or the incurrence of liability by the Borrower under Section 4064 of
ERISA, (c) the distribution of a notice of intent to terminate a Plan pursuant
to Section 4041(a)(2) of ERISA or the treatment of a Plan amendment as a
termination under Section 4041 of ERISA, (d) the institution of proceedings to
terminate a Plan by the PBGC, or (e) any other event or condition which might
constitute grounds under Section 4042 of ERISA for the termination of, or the
appointment of a trustee to administer, any Plan.
"Eurodollar", when used in reference to any Loan or Borrowing,
refers to whether such Loan, or the Loans comprising such Borrowing, are bearing
interest at a rate determined by reference to the Adjusted LIBO Rate plus the
Applicable Margin.
"Eurodollar Lending Office" shall mean, with respect to each
Bank, the office specified as such Bank's "Eurodollar Lending Office" opposite
its name on Schedule 1 attached hereto and made a part hereof (or, if no such
office is specified, its Domestic Lending Office) or such other office of such
Bank as such Bank may from time to time specify to the Borrower and the Agent.
"Eurodollar Loans" means Loans that bear interest at rates
based upon the Adjusted LIBO Rate plus the Applicable Margin.
"Event of Default" shall mean any of the events specified in
Section 11, provided that there has been satisfied any requirement in connection
with such event for the giving of notice, or the lapse of time, or the happening
of any further condition, event or act.
"Existing Credit Agreement" shall have the meaning set forth
in the preamble hereto.
"Expiration Date" shall mean the last day of an Interest
Period.
"Extension Election Date" means each anniversary date of the

date of this Agreement.
"Extension Request" has the meaning assigned to such term in
Section 4.10(a).
"Fair Market Value" shall mean (i) with respect to any asset
(other than cash) the price at which a willing buyer would buy and a willing
seller would sell, such asset in an arms' length transaction, and (ii) with
respect to cash, the amount of such cash.
"Federal Funds Effective Rate" means, for any day, the
weighted average (rounded upwards, if necessary, to the next 1/100 of 1%) of the
rates on overnight Federal funds transactions with members of the Federal
Reserve System arranged by Federal funds brokers, as published ion the next
succeeding Business Day by the Federal Reserve Bank of New York, or, if such
rate is not so published for any day that is a Business Day, the average
(rounded upwards, if necessary, to the next 1/100 of 1%) of the quotations for
such day for such transactions received by the Agent from three Federal funds
brokers of recognized standing selected by it.
-11"Fiscal Year" means the Borrower's fifty-two (52) or
fifty-three (53) week fiscal year, which ends on the Saturday nearest January 31
in each calendar year; by way of example, references to "Fiscal 2002" shall mean
the fiscal year ended February 1, 2003.
"Fixed Charges" means, for any period as to the Borrower and
the Restricted Subsidiaries, and without duplication, an amount equal to the sum
of (a) cash interest expense plus (b) Contractual Rent Expense plus (c)
scheduled payments on Capital Leases plus (d) scheduled principal payments in
respect of any Debt (excluding Lease payments relating to Sale and Lease-Back
Transactions covered by clause (b) or (c) of this definition and excluding
scheduled principal payments on Debt permitted by Section 10.2(a) and Section
10.2(i) hereof) plus (e) cash dividends by the Borrower; calculated for the four
(4) immediately preceding fiscal quarterly periods.
"Foreign Bank" has the meaning assigned to such term in
Section 4.7(d).
"Future Plan" has the meaning specified in Section 9.1(h)
hereof.
"GAAP" means generally accepted accounting principles set
forth in the opinions and pronouncements of the Accounting Principles Board and
the American Institute of Certified Public Accountants and statements and
pronouncements of the Financial Accounting Standards Board, or in such other
statements by such other entity as may be in general use by significant segments
of the accounting profession, which are applicable to the circumstances as of
the date of determination.
"Governmental Approval" means any authorization, consent,
approval, license or exemption of, registration or filing with, or report or
notice to, any Governmental Authority.
"Governmental Authority" means any national, state,
provincial, county, municipal or other government, domestic or foreign, any
agency, board, bureau, commission, court, department or other instrumentality of
any such government, or any arbitrator.
"Governmental Requirement" means any law, statute, code,
ordinance, order, rule, regulation, judgment, decree, injunction, writ, edict,
franchise, permit, certificate, license, award, authorization or other
direction, guideline, or requirement of any Governmental Authority, including,
without limitation, any requirement under common law.
"Guaranty" has the meaning set forth in Section 9.7(a).
"Guarantor" means each Restricted Subsidiary which shall
execute and deliver a Guaranty (or any guaranty supplement) pursuant to Section
9.7.
"Hazardous Materials" means (a) any "hazardous waste" as
defined by RCRA; (b) any "hazardous substance" as defined by CERCLA; (c)
asbestos; (d) polychlorinated biphenyls; (e) any substance the presence of which
on any of the Borrower's or any Subsidiary's Properties is prohibited by any
Governmental Authority; (f) petroleum, including crude oil and any fraction
thereof, natural gas liquids, liquefied natural gas and synthetic gas useable
for fuel (or mixtures of natural gas and such synthetic gas); (g) drilling
fluids, produced waters and other wastes associated with the exploration,
development or production of crude oil, natural gas or geothermal energy; and
-12(h) any other substance which, pursuant to any Governmental Requirement,
requires special handling in its collection, storage, treatment or disposal.
"Hedge Agreements" means all interest rate swaps, caps or

collar agreements or similar arrangements dealing with interest rates or
currency exchange rates or the exchange of nominal interest obligations, either
generally or under specific contingencies, and all commodity price protection
agreements and commodity price hedging agreements.
"Hedging Obligations" of any Person means the obligations of
such Person pursuant to any Hedge Agreement.
"Highest Lawful Rate" shall mean, with respect to each Bank,
the maximum non-usurious interest rate, if any, that at any time or from time to
time may be contracted for, taken, reserved, charged, or received with respect
to the Obligations, due to such Bank pursuant to this Agreement or any other
Loan Document, under laws applicable to such Bank which are presently in effect,
or, to the extent allowed by law, under such applicable laws which may hereafter
be in effect and which allow a higher maximum non-usurious interest rate than
applicable laws now allow. To the extent required by applicable law in
determining the Highest Lawful Rate with respect to any Bank as of any date,
there shall be taken into account the aggregate amount of all payments and
charges theretofore charged, reserved or received by such Bank hereunder or
under the other Loan Documents which constitute or are deemed to constitute
interest under applicable law.
"Houston Distribution Center" means the real property of the
Borrower located in Harris County, Texas and commonly referred to by it as the
"Bellfort Distribution Facility Center", including additional real property from
time to time acquired in connection therewith, and the improvements, fixtures
and similar property from time to time located thereon or used in connection
therewith, which improved real property is used or intended for use in
connection with the business activities of the Borrower and its Subsidiaries
which are permitted by Section 10.9.
"Increasing Bank" has the meaning assigned to such term in
Section 4.9.
"Information Memorandum" means the Confidential Information
Memorandum dated November, 2002 relating to the Borrower and the Transactions as
amended.
"Intercreditor Agreement" means the Intercreditor Agreement of
even date herewith among the Collateral Agent (as defined therein), the Agent,
the Borrower, the agent under the Canadian Term Loan Facility, and the other
parties thereto, as amended from time to time.
"Intercompany Credit Agreements" shall mean, collectively, (i)
that certain Credit Agreement dated as of February 10, 1999, between the Term
Borrower and Moores Retail Group Inc. and the term note in the amount of
C$75,000,000 issued thereunder, and (ii) the term notes dated as of February 10,
1999 issued by Golden Brand Clothing (Canada) Ltd. and Moores The Suit People
Inc. to Moores Retail Group Inc. in the respective amounts of C$50,000,000 and
C$25,000,000; as each may be amended, modified or supplemented from time to time
in relation to the terms of the Canadian Term Loan Facility.
-13"Interest Payment Date" means (a) with respect to any ABR Loan
(other than a Swingline Loan), the last day of each March, June, September and
December, (b) with respect to any Eurodollar Loan, the last day of the Interest
Period applicable to the Borrowing of which Loan is a part and, in the case of a
Eurodollar Borrowing with an Interest Period of more than three months'
duration, each day prior to the last day of such Interest Period that occurs at
intervals of three months' duration after the first day of such Interest Period,
and (c) with respect to any Swingline Loan, the day that such Loan is required
to be repaid.
"Interest Period" means with respect to any Eurodollar
Borrowing, the period commencing on the date of such Borrowing and ending on the
numerically corresponding day in the calendar month that is one, two, three or
six months thereafter, as the Borrower may elect, provided, that (i) if any
Interest Period would end on a day other than a Business Day, such Interest
Period shall be extended to the next succeeding Business Day unless such next
succeeding Business Day would fall in the next calendar month, in which case
such Interest Period shall end on the next preceding Business Day and (ii) any
Interest Period that commences on the last Business Day of a calendar month (or
on a day for which there is no numerically corresponding day in the last
calendar month of such Interest Period) shall end on the last Business Day of
the last calendar month of such Interest Period. For purposes hereof, the date
of a Borrowing initially shall be the date on which such Borrowing is made and,
in the case of a Revolving Borrowing, thereafter shall be the effective date of
the most recent conversion or continuation of such Borrowing.
"Inventory" means the "inventory" (as that term is defined by
and within the meaning of GAAP) of the Borrower and any Restricted Subsidiary
including, without limitation, merchandise in transit and piece goods in the
possession of manufacturers.
"Investment" of any Person means any investment so classified
under GAAP, and, whether or not so classified, includes (a) any direct or
indirect loan or advance made by it to any other Person, whether by means of
stock purchase, loan, advance or otherwise, (b) any capital contribution to any

other Person, and (c) any ownership or similar interest in any other Person.
"Issuing Bank"
thereof, and (ii) any other Bank
Borrower, the Agent, the Issuing
capacity as an issuer of Letters

shall mean (i) JPMorgan Chase or any Affiliate
or any Affiliate thereof agreed to by the
Bank and such other Bank, in each case, in its
of Credit hereunder.

"Law" means any federal, state, provincial or local law,
statute, ordinance, code, rule, regulation, license, permit, authorization,
decision, order, injunction or decree, domestic or foreign.
"LC Disbursement" means a payment made by the Issuing Bank
pursuant to a Letter of Credit.
"LC Exposure" means, at any time, the sum of (a) the aggregate
undrawn amount of all outstanding Letters of Credit at such time plus (b) the
aggregate amount of all LC Disbursements that have not yet been reimbursed
(including, without limitation, reimbursed pursuant to Loans made pursuant to
the terms hereof) by or on behalf of the Borrower at such time. The LC Exposure
of any Bank at any time shall be its Pro Rata Percentage of the total LC
Exposure at such time.
-14"Lease" means, as to any Person, any operating lease other
than a Capital Lease of any Property (whether real, personal or mixed) by that
Person as a lessee, together with all renewals, extensions and options thereon.
"Letter of Credit" shall have the meaning specified in Section
2.4(a).
"Letter of Credit Request" shall have the meaning specified in
Section 2.4(b).
"LIBO Rate" means, with respect to any Eurodollar Borrowing
for any Interest Period, the rate appearing on Page 3750 of the Dow Jones Market
Service (or on any successor or substitute page of such Service, or any
successor to or substitute for such Service, providing rate quotations
comparable to those currently provided on such page of such Service, as
determined by the Agent from time to time for purposes of providing quotations
of interest rates applicable to dollar deposits in the London interbank market)
at approximately 11:00 a.m., London time, two Business Days prior to the
commencement of such Interest Period, as the rate for dollar deposits with a
maturity comparable to such Interest Period. In the event that such rate is not
available at such time for any reason, then the "LIBO Rate" with respect to such
Eurodollar Borrowing for such Interest Period shall be the rate at which dollar
deposits of $5,000,000 and for a maturity comparable to such Interest Period are
offered by the principal London office of the Agent in immediately available
funds in the London interbank market at approximately 11:00 a.m., London time,
two Business Days prior to the commencement of such Interest Period.
"Lien" means, with respect to any asset, (a) any mortgage,
deed of trust, lien, pledge, hypothecation, encumbrance, charge or security
interest in, on or of such asset, (b) the interest of a vendor or a lessor under
any conditional sale agreement, capital lease or title retention agreement (or
any financing lease having substantially the same economic effect as any of the
foregoing) relating to such asset and (c) in the case of securities, any
purchase option, call or similar right of a third party with respect to such
securities.
"Loan" or "Loans" shall mean a Loan or Loans, respectively, as
the case may be, from the Banks to the Borrower made under this Agreement.
"Loan Documents" shall mean this Agreement, the Letters of
Credit, the Applications, the Guarantees, the Pledge Agreement, the Specified
Hedge Agreements and all instruments, certificates and agreements now or
hereafter executed or delivered to the Agent, the Issuing Bank, or any Bank (or,
in the case of any Specified Hedge Agreement, any Affiliate of any Bank)
pursuant to any of the foregoing and the transactions connected therewith, and
all amendments, modifications, renewals, extensions, increases and
rearrangements of, and substitutions for, any of the foregoing.
"Majority Banks" means, at any time, Banks having Revolving
Credit Exposures and unused Commitments representing at least 51% of the sum of
the total Revolving Credit Exposures and unused Commitments at such time.
"Margin Stock" shall have the meaning assigned to such term in
Regulation U.
"Material Adverse Effect" means any material adverse effect on
(a) the business, properties, operations or condition (financial or otherwise)
of the Borrower and its Restricted
-15Subsidiaries, taken as a whole or (b) the ability of the Borrower or any
Restricted Subsidiary to perform its respective obligations under this
Agreement, or any other Loan Document to which it is a party on a timely basis

or (c) the validity or enforceability of any of the Loan Documents or the rights
or remedies of the Agent and the Banks.
"Maturity Date" shall mean (i) initially, February 4, 2006,
and (ii) thereafter, any later date established pursuant to Section 4.10, if
any.
"Multiemployer Plan" means a "multiemployer plan" as defined
in Section 4001(a)(3) of ERISA to which the Borrower or any ERISA Affiliate is
making or accruing or has made or accrued an obligation to make contributions.
"Multiple Employer Plan" means a single employer plan, as
defined in Section 4001(a)(15) of ERISA, which (i) is maintained for employees
of the Borrower or an ERISA Affiliate and at least one entity other than the
Borrower or an ERISA Affiliate or (ii) was so maintained and in respect of which
the Borrower or an ERISA Affiliate could have liability under Section 4064 or
4069 of ERISA in the event such plan has been or were to be terminated.
"Negative Adjustment Amount" means, as of each Adjustment
Date, the amount of interest due and payable under the Canadian Term Loan
Facility.
"Non-Extending Bank" has the meaning assigned to such term in
Section 4.10(c).
"Non-Guaranteeing Restricted Subsidiary" shall have the
meaning set forth in Section 9.7.
"Notice of Borrowing" shall have the meaning set forth in
Section 2.2(a) hereof.
"Notice of Rate Change/Continuation" shall have the meaning
set forth in Section 3.1(a)(ii).
"Obligations" means the collective reference to the unpaid
principal of and interest on the Loans and Letter of Credit reimbursement
obligations and all other obligations and liabilities of the Borrower or any
Subsidiary (including, without limitation, interest accruing at the then
applicable rate provided in this Agreement after the maturity of the Loans and
Letter of Credit reimbursement obligations and interest accruing at the then
applicable rate provided in this Agreement after the filing of any petition in
bankruptcy, or the commencement of any insolvency, reorganization or like
proceeding, relating to the Borrower or any Subsidiary, whether or not a claim
for post-filing or post-petition interest is allowed in such proceeding) to the
Agent or any Bank (or, in the case of any Specified Hedge Agreement, any
Affiliate of any Bank), whether direct or indirect, absolute or contingent, due
or to become due, or now existing or hereafter incurred, which may arise under,
out of, or in connection with, this Agreement or any other Loan Documents, in
each case whether on account of principal, interest, guarantee obligations,
reimbursement obligations, fees, indemnities, costs, expenses or otherwise
(including, without limitation, all fees and disbursements of counsel to the
Agent or any Bank that are required to be paid by the Borrower or any Subsidiary
pursuant to the terms of any of the foregoing agreements).
-16"Officer's Certificate" shall mean a certificate signed in the
name of the Borrower by a Responsible Officer.
"Other Taxes" shall have the meaning set forth in Section
4.7(b).
"PBGC" means the Pension Benefit Guaranty Corporation.
"PBGC Plan" means any Plan subject to Title IV of ERISA or
Section 412 of the Code.
"Percentage Usage" shall mean, as of any date, the quotient
(expressed as a percentage) obtained by dividing the total Revolving Credit
Exposure at the close of business on such date by the Commitments at the close
of business on such date.
"Permitted Business" shall have the meaning set forth in
Section 10.13.
"Permitted Debt" shall have the meaning set forth in Section
10.2 hereof.
"Permitted Liens" means:
(a) Liens for current taxes, assessments or other governmental
charges which are not delinquent or remain payable without any penalty,
or the validity or amount of which is contested in good faith by
appropriate proceedings; provided however, that any right to seizure,
levy, attachment, sequestration, foreclosure or garnishment with
respect to Property of the Borrower or any Subsidiary by reason of such
Lien has not matured, or has been and continues to be effectively
enjoined or stayed;

(b) nonconsensual Liens imposed by operation of law,
including, without limitation, landlord Liens (including consensual
landlord Liens) for rent not yet due and payable, and Liens for
materialmen, mechanics, warehousemen, carriers, employees, workmen,
repairmen, current wages or accounts payable not yet delinquent and
arising in the ordinary course of business; provided, however, that any
right to seizure, levy, attachment, sequestration, foreclosure or
garnishment with respect to Property of the Borrower or any Subsidiary
by reason of such Lien has not matured, or has been, and continues to
be, effectively enjoined or stayed;
(c) easements, rights-of-way, restrictions and other similar
Liens or imperfections to title arising in the ordinary course of
business that do not secure any Debt and which do not materially
interfere with the occupation, use and enjoyment by the Borrower or any
Subsidiary of the Property encumbered thereby or materially impair the
value of such Property subject thereto;
(d) Liens (other than any Lien imposed by ERISA) incurred or
deposits made in the ordinary course of business (i) in connection with
workers' compensation, unemployment insurance and other types of social
security, or (ii) to secure the performance of tenders, statutory
obligations, surety and appeal bonds, bids, leases, performance or
payment bonds, purchase, construction or sales contracts and other
similar obligations, in each case not
-17incurred or made in connection with the borrowing of money, the
obtaining of advances or credit or the payment of the deferred purchase
price of property;
(e) Liens arising out of or in connection with any litigation
or other legal proceeding which are being contested in good faith by
appropriate proceedings; provided however, (i) any right to seizure,
levy, attachment, sequestration, foreclosure or garnishment with
respect to Property of the Borrower or any Subsidiary by reason of such
Lien has not matured or has been, and continues to be, effectively
enjoined or stayed, and (ii) no Event of Default exists under Section
11.8 relating thereto; and
(f) UCC protective filings (or similar personal property
security filings in any province of Canada) with respect to personal
property leased to the Borrower or any Subsidiary under operating
leases.
"Person" shall mean an individual, partnership, joint venture,
corporation, joint stock company, bank, trust, unincorporated organization
and/or a government or any department or agency thereof.
"Plan" means any employee benefit plan within the meaning of
Section 3(3) of ERISA, other than a Multiemployer Plan, maintained by the
Borrower or any ERISA Affiliate.
"Pledge Agreement" has the meaning set forth in Section 9.7(b)
hereof.
"Pledgors" means the pledgors party to the Pledge Agreement.
"Positive Adjustment Amount" means, as of each Adjustment
Date, the amount of interest which would have been due as of such date under the
Canadian Term Loan Facility if the Applicable Margin thereunder were calculated
on the same basis as the Applicable Margin for Eurodollar Loans set forth
herein.
"Preferred Stock" means any class or series of Capital Stock
of a Person which is entitled to a preference or priority over any other class
or series of Capital Stock of such Person with respect to any distribution of
such Person's assets, whether with respect to dividends, or upon liquidation or
dissolution, or both.
"Prime Rate" means the rate of interest per annum publicly
announced from time to time by JPMorgan Chase Bank as its prime rate in effect
at its principal office in New York City; each change in the Prime Rate shall be
effective from and including the date such change is publicly announced as being
effective.
"Property" or "Properties" shall mean any interest or right in
any kind of property or assets, whether real, personal, or mixed, owned or
leased, tangible or intangible, and whether now held or hereafter acquired.
"Pro Rata Percentage" shall mean with respect to any Bank, a
fraction (expressed as a percentage), the numerator of which shall be the amount
of such Bank's Commitment and the
-18denominator of which shall be the aggregate amount of all the Commitments of the

Banks, as adjusted from time to time in accordance with Section 4.8 and Section
4.9.
"Register" shall have the meaning set forth in Section
13.10(b).
"Related Facilities" means, collectively, (i) the Canadian
Term Loan Facility and (ii) the facility or facilities, as applicable,
evidencing the Debt permitted by Section 10.2(i).
"Replacement Bank" has the meaning assigned to such term in
Section 4.10(c).
"Responsible Officer" means the Chairman of the Board,
President, any Vice President, the Treasurer, Assistant Treasurer of the
Borrower.
"Restricted Investments" shall have the meaning set forth in
Section 10.5.
"Restricted Payments" shall have the meaning set forth in
Section 10.3.
"Restricted Subsidiary" shall mean the Subsidiaries designated
as Restricted Subsidiaries on Schedule 7.17 attached hereto, together with any
Subsidiary hereafter created or acquired and, at the time of creation or
acquisition, not designated by the Board of Directors of the Borrower as an
Unrestricted Subsidiary. Any Subsidiary designated as an Unrestricted Subsidiary
for purposes of this Agreement may thereafter be designated as a Restricted
Subsidiary (upon approval by the Board of Directors of the Borrower) upon 30
days' prior written notice to the Agent if, at the time of such designation and
after giving effect thereto and after giving effect to the concurrent retirement
of any Debt, (i) no Event of Default or Default shall have occurred and be
continuing, (ii) such Subsidiary is organized under the laws of Canada, the
United Kingdom or the United States or any state or province thereof, (iii)
(except for directors' qualifying shares, and as otherwise provided in Section
10.10) 100% of each class of voting stock or other equity interests outstanding
of such Subsidiary is owned by the Borrower or a wholly-owned Restricted
Subsidiary, and (iv) the Borrower and such Subsidiary shall have complied with
Section 9.7. Except for director's qualifying shares and except as otherwise
provided in Section 10.10, each Restricted Subsidiary shall be directly or
indirectly wholly-owned by the Borrower. Any designation that fails to comply
with the terms of this definition shall be null and void and of no effect
whatsoever. Upon such designation, the Borrower shall deliver to the Agent of a
certified copy of the resolution giving effect to such designation and an
Officer's Certificate certifying that such designation complied with the
foregoing conditions.
"Revolving Credit Exposure" means, with respect to any Bank at
any time, the sum of the outstanding principal amount of such Bank's Revolving
Loans and its LC Exposure and Swingline Exposure at such time.
"Revolving Loan" means a Loan made pursuant to Section 2.1.
"Sale and Lease-Back Transaction" of any Person means any
arrangement entered into by such Person or any Subsidiary of such Person,
directly or indirectly, whereby such Person or any Subsidiary of such Person
shall sell or transfer any property, whether now owned or hereafter acquired,
and whereby such Person or any Subsidiary of such Person shall then or
thereafter rent or
-19lease as lessee such property or any part thereof or other property which such
Person or any Subsidiary of such Person intends to use for substantially the
same purpose or purposes as the property sold or transferred.
"Securities Act" shall have the meaning set forth in Section
13.1.
"Specified Hedge Agreement" means any Hedge Agreement entered
into by the Borrower and any Bank or Bank Affiliate related to interest rates
under this Agreement.
"Similar Businesses" shall have the meaning set forth in
Section 7.18.
"Stated Amount" shall mean, as to each Letter of Credit, at
any time, the maximum amount then available to be drawn thereunder (without
regard to whether any conditions to drawing could then be met).
"Statutory Reserve Rate" means a fraction (expressed as a
decimal), the numerator of which is the number one and the denominator of which
is the number one minus the aggregate of the maximum reserve percentages
(including any marginal, special, emergency or supplemental reserves) expressed
as a decimal established by the Board to which the Agent is subject (a) with
respect to the Base CD Rate, for new negotiable nonpersonal time deposits in
dollars of over $100,000 with maturities approximately equal to three months and
(b) with respect to the Adjusted LIBO Rate, for eurocurrency funding (currently

referred to as "Eurocurrency Liabilities" in Regulation D of the Board). Such
reserve percentages shall include those imposed pursuant to such Regulation D.
Eurodollar Loans shall be deemed to constitute eurocurrency funding and to be
subject to such reserve requirements without benefit of or credit for proration,
exemptions or offsets that may be available from time to time to any Bank under
such Regulation D or any comparable regulation. The Statutory Reserve Rate shall
be adjusted automatically on and as of the effective date of any change in any
reserve percentage.
"Subscription Agreement" means that certain Subscription
Agreement dated as of February 10, 1999 between Moores Retail Group Inc. and
Golden Moores Finance Company, as amended, modified or supplemented from time to
time in accordance with the terms of the Canadian Term Loan Facility.
"Subsidiary" means, with respect to any Person (the "parent")
at any date, any corporation, limited liability company, partnership,
association or other entity the accounts of which would be consolidated with
those of the parent in the parent's consolidated financial statements if such
financial statements were prepared in accordance with GAAP as of such date, as
well as any other corporation, limited liability company, partnership,
association or other entity (a) of which securities or other ownership interests
representing more than 50% of the equity or more than 50% of the ordinary voting
power or, in the case of a partnership, more than 50% of the general partnership
interests are, as of such date, owned, controlled or held, or (b) that is, as of
such date, otherwise Controlled, by the parent or one or more subsidiaries of
the parent or by the parent and one or more subsidiaries of the parent.
-20"Swingline Exposure" means, at any time, the aggregate
principal amount of all Swingline Loans outstanding at such time. The Swingline
Exposure of any Bank at any time shall be its Pro Rata Percentage of the total
Swingline Exposure at such time.
"Swingline Bank" means JPMorgan Chase Bank, in its capacity as
Bank of Swingline Loans hereunder.
"Swingline Loan" means a Loan made pursuant to Section 2.3.
"Taxes" shall have the meaning set forth in Section 4.7(a).
"Term Borrower" means Golden Moores Finance Company.
"Term Lenders" means the "Banks" as defined in the Canadian
Term Loan Facility.
"Three-Month Secondary CD Rate" means, for any day, the
secondary market rate for three-month certificates of deposit reported as being
in effect on such day (or, if such day is not a Business Day, the next preceding
Business Day) by the Board through the public information telephone line of the
Federal Reserve Bank of New York (which rate will, under the current practices
of the Board, be published in Federal Reserve Statistical Release H.15(519)
during the week following such day) or, if such rate is not so reported on such
day or such next preceding Business Day, the average of the secondary market
quotations for three-month certificates of deposit of major money center banks
in New York City received at approximately 10:00 a.m., in New York City time, on
such day (or, if such day is not a Business Day, on the next preceding Business
Day) by the Agent from three negotiable certificate of deposit dealers of
recognized standing selected by it.
"Total Funded Debt" means, at any time as to the Borrower and
the Restricted Subsidiaries, and without duplication, an amount equal to the sum
of (a) the aggregate principal amount of all Loans outstanding on such date plus
(b) the aggregate principal amount of drawings under letters of credit issued
hereunder and under the Related Facilities which have not then been reimbursed
pursuant to Section 2.4 hereof and thereunder, as applicable, plus (c) the
aggregate principal amount of all other outstanding Debt of the Borrower and the
Restricted Subsidiaries of the type described in clauses (a)-(d) of the
definition of "Debt" (excluding any undrawn amounts under outstanding letters of
credit).
"Transactions" means the execution, delivery and performance
of the Loan Documents by the parties thereto, the borrowing of the Loans, and
the use of the proceeds thereof and the issuance of Letters of Credit hereunder.
"Type", when used in reference to any Loan or Borrowing,
refers to whether the rate of interest on such Loan, or on the Loans comprising
such Borrowing, is determined by reference to the Adjusted LIBO Rate or the
Alternate Base Rate.
"Unrestricted Subsidiary" shall mean each Subsidiary
designated as an Unrestricted Subsidiary on Schedule 7.17 attached hereto,
together with any Subsidiary which is hereafter designated by the Board of
Directors of the Borrower as an Unrestricted Subsidiary, and in each case and
without further action or qualification, any Subsidiary of such Subsidiary so
designated as an
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Unrestricted Subsidiary. Any Subsidiary may be designated an Unrestricted
Subsidiary (upon approval by the Board of Directors of the Borrower) upon 30
days' prior written notice to the Agent if, at the time of such designation and
after giving effect thereto and after giving effect to the concurrent retirement
of any Debt, (i) no Event of Default or Default shall have occurred and be
continuing, (ii) such Subsidiary does not own, directly or indirectly, any Debt
or Capital Stock of, or other equity interest in, the Borrower or a Restricted
Subsidiary, (iii) such Subsidiary does not own or hold any Lien on any property
of the Borrower or any Restricted Subsidiary, (iv) such Subsidiary is not
liable, directly or indirectly, with respect to any Debt other than Unrestricted
Subsidiary Indebtedness, and (v) such designation would be permitted by Section
10.2 and 10.5. Upon such designation, the Borrower shall deliver to the Agent of
a certified copy of the resolution giving effect to such designation and an
Officer's Certificate certifying that such designation complied with the
foregoing conditions. The aggregate consideration paid in connection with the
Acquisition of any Person (plus, without duplication, assumed Debt) thereafter
designated as an Unrestricted Subsidiary shall be considered an Investment in
such Unrestricted Subsidiary equal to such amount.
"Unrestricted Subsidiary Indebtedness" of any Person means
Debt of such Person (a) as to which neither the Borrower nor any Restricted
Subsidiary is directly or indirectly liable (by virtue of the Borrower's or such
Restricted Subsidiary's being the primary obligor, or guarantor of, or otherwise
contractually liable in any respect on, such Debt), (b) which, upon the
occurrence of a default with respect thereto, does not result in, or permit any
holder of any Debt of the Borrower or any Restricted Subsidiary to declare, a
default on such Debt of the Borrower or any Restricted Subsidiary and (c) which
is not secured by any assets of the Borrower or of any Restricted Subsidiary.
"Unused Commitment" shall mean, as to each Bank, an amount
equal to such Bank's Commitment minus such Bank's Revolving Credit Exposure at
such time.
2.

THE CREDITS.
2.1.

REVOLVING LOANS.

(a)
Upon the terms and conditions and relying upon the
representations and warranties herein set forth, each Bank severally agrees to
make Revolving Loans to the Borrower denominated in Dollars, from time to time
on any one or more Business Days during the Availability Period in an aggregate
principal amount that will not result in (i) such Bank's Revolving Credit
Exposure exceeding such Bank's Commitment, or (ii) the sum of the total
Revolving Credit Exposure exceeding the total Commitment. Within such limits and
during such period and subject to the terms and conditions of this Agreement,
the Borrower may borrow, repay and reborrow Revolving Loans hereunder.
(b)
The Borrower confirms and acknowledges its
obligations to pay all amounts outstanding under the Existing Credit Agreement
and permanently terminate the commitments thereunder on the Closing Date, and
the Borrower covenants and agrees that a portion of the proceeds of the initial
Borrowings under this Agreement shall be used to pay all principal and accrued
interest (if any) and all other amounts outstanding under the Existing Credit
Agreement.
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Each Bank shall, before 12:00 Noon (Houston time) on
the Borrowing Date, make available for the account of its Applicable Lending
Office to the Agent at the Agent's Domestic Lending Office, in immediately
available funds, its Pro Rata Percentage of such Borrowing; provided that
Swingline Loans shall be made as provided in Section 2.3. After the Agent's
receipt of such funds and upon fulfillment of the applicable conditions set
forth in Section 8, on the Borrowing Date the Agent shall make the Borrowing
available to the Borrower at its Domestic Lending Office in immediately
available funds; provided that ABR Revolving Loans made to refinance the
reimbursement of an LC Disbursement as provided in Section 2.4(d) shall be
remitted by the Agent to the Issuing Bank. Any deposit to the Borrower's demand
deposit account by the Agent pursuant to a request (whether written or oral)
believed by the Agent to be an authorized request by the Borrower for a Loan
hereunder shall be deemed to be a Loan hereunder for all purposes with the same
effect as if the Borrower had in fact requested the Agent to make such Loan.
2.2.

BORROWING PROCEDURE FOR REVOLVING LOANS.

(a)
Each Borrowing of Revolving Loans by the Borrower
hereunder shall be (i) in the case of any Eurodollar Loan, in an aggregate
amount of not less than $3,000,000 or an integral multiple of $1,000,000 in
excess thereof; or (ii) in the case of any ABR Loan, in an aggregate amount of
not less than $1,000,000 or an integral multiple of $500,000 in excess thereof;
provided that an ABR Borrowing may be in an aggregate amount that is equal to
the entire issued balance of the total Commitments or that is required to
finance the reimbursement of an LC Disbursement as contemplated in Section
2.4(d). Each Revolving Loan shall be made upon prior written notice from the
Borrower to the Agent in the form of Exhibit A hereto (the "Notice of
Borrowing") delivered to the Agent not later than 10:00 a.m. (Houston time) at
least (i) three Business Day prior to the Borrowing Date, if such borrowing
consists of Eurodollar Loans; and (ii) on the requested Borrowing Date, if such

borrowing consists of ABR Loans. Each Notice of Borrowing shall be irrevocable
and shall specify (i) the amount of the proposed Borrowing and of each Revolving
Loan comprising a part thereof; (ii) the Borrowing Date; (iii) the Type of
Revolving Loan requested; (iv) with respect to any Eurodollar Loan, the Interest
Period with respect to each such Revolving Loan and the Expiration Date of each
such Interest Period (provided, that there shall not be more than seven (7)
Interest Periods in effect at any one time under this Agreement); and (v) the
demand deposit account of the Borrower at the Agent's Domestic Lending Office
with which the proceeds of the borrowing are to be deposited. If no election as
to the Type of Revolving Borrowing is specified, then the requested Revolving
Borrowing shall be an ABR Borrowing. If no Interest Period is specified with
respect to any requested Eurodollar Revolving Borrowing, then the Borrower shall
be deemed to have selected an Interest Period of one month's duration. Promptly
upon its receipt of a Notice of Borrowing, the Agent shall deliver by
telefacsimile a copy thereof to each Bank. The Borrower may give the Agent
telephonic notice by the required time of any proposed borrowing under this
Section 2.2(a); provided, that such telephonic notice shall be promptly
confirmed in writing by delivery to the Agent of a Notice of Borrowing. Neither
the Agent nor any Bank shall incur any liability to the Borrower in acting upon
any telephonic notice referred to above which the Agent believes in good faith
to have been given by the Borrower or for otherwise acting in good faith under
this Section 2.2(a).
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Unless the Agent shall have received notice from a
Bank (which must be received, except in the case of ABR Loans, at least one
Business Day prior to the date of any Borrowing) that such Bank will not make
available to the Agent such Bank's Pro Rata Percentage of such Borrowing as and
when required hereunder, the Agent may assume that such Bank has made such
portion available to the Agent on the date of such Borrowing in accordance with
Section 2.1(c), and the Agent may (but shall not be so required), in reliance
upon such assumption, make available to the Borrower on such date a
corresponding amount. The Agent shall give notice to the Borrower of any notice
the Agent receives under this Section 2.2(b), provided that the Agent shall not
be liable for the failure to give such notice. If and to the extent any Bank
shall not have made its full amount available to the Agent in immediately
available funds and the Agent in such circumstances has made available to the
Borrower such amount, that Bank shall on the Business Day following such
Borrowing Date make such amount available to the Agent, together with interest
at the Federal Funds Effective Rate for each day during such period. A notice of
the Agent submitted to any Bank with respect to amounts owing under this
subsection (b) shall be conclusive, absent manifest error. If such amount is so
made available, such payment to the Agent shall constitute such Revolving Bank's
Loan on the date of Borrowing for all purposes of this Agreement. If such amount
is not made available to the Agent on the Business Day following the Borrowing
Date, the Agent will notify the Borrower by the next succeeding Business Day of
such failure to fund and, upon demand by the Agent, the Borrower shall pay such
amount to the Agent for the Agent's account, together with interest thereon for
each day elapsed since the date of such Borrowing, at a rate per annum equal to
the interest rate applicable at the time to the Revolving Loans comprising such
Borrowing.
(c)
Each Revolving Loan shall be made as part of a
Borrowing consisting of Revolving Loans made by the Banks ratably in accordance
with their respective Commitments. The failure of any Bank to make any Loan to
be made by it as part of any Borrowing shall not relieve any other Bank of its
obligation, if any, hereunder to make its Loan on the date of such Borrowing;
provided that the Commitments of the Banks are several and no Bank shall be
responsible for the failure of any other Bank to make any Loan to be made by
such other Bank on the date of any Borrowing.
2.3.

SWINGLINE LOANS.

(a)
Subject to the terms and conditions set forth herein,
the Swingline Bank agrees to make Swingline Loans to the Borrower from time to
time during the Availability Period, in an aggregate principal amount at any
time outstanding that will not result in (i) the aggregate principal amount of
outstanding Swingline Loans exceeding $5,000,000 or (ii) the sum of the total
Revolving Credit Exposures exceeding the total Commitments; provided that the
Swingline Bank shall not be required to make a Swingline Loan to refinance an
outstanding Loan. Each Swingline Loan shall be in an amount that is an integral
multiple of $1,000,000 and not less than $1,000,000. Within the foregoing limits
and subject to the terms and conditions set forth herein, the Borrower may
reborrow, prepay and reborrow Swingline Loans.
(b)
notify the Agent of such
than 12:00 noon, Houston
shall be irrevocable and
Business Day) and amount
promptly

To request a Swingline Loan, the Borrower shall
request by telephone (confirmed by telecopy), not later
time, on the day of a proposed Loan. Each such notice
shall specify the requested date (which shall be a
of the requested Swingline Loan. The Agent will
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advise the Swingline Bank of any such notice received from the Borrower. The
Swingline Bank shall make each Swingline Loan available to the Borrower by means
of a credit to the general deposit account of the Borrower with the Swingline

Bank (or, in the case of a Swingline Loan made to finance the reimbursement of
an LC Disbursement as provided in Section 2.4(d), by remittance to the Issuing
Bank) by 3:00 p.m., Houston time, on the requested date of such Swingline Loan.
(c)
The Swingline Bank may, at its option by written
notice given to the Agent not later than 10:00 a.m., Houston time, on any
Business Day require the Banks to acquire participations on such Business Day in
all or a portion of the Swingline Loans outstanding; provided, however, the
Swingline Bank shall not be permitted to give such notice if it has received
prior written notice from the Agent or the Borrower notifing the Borrower and
the Banks that a Default or Event of Default then exists. Such notice from the
Swingline Bank shall specify the aggregate amount of Swingline Loans in which
Banks will participate. Promptly upon receipt of such notice from the Swingline
Bank, the Agent will give notice thereof to each Bank, specifying in such notice
such Bank's Pro Rata Percentage of such Swingline Loan or Loans. Each Bank
hereby absolutely and unconditionally agrees, upon receipt of such notice from
the Agent properly delivered as provided above, to pay to the Agent, for the
account of the Swingline Bank, such Bank's Pro Rata Percentage of such Swingline
Loan or Loans. Each Bank acknowledges and agrees that upon receipt of such
notice properly delivered its obligation to acquire participations in Swingline
Loans pursuant to this paragraph is absolute and unconditional and shall not be
affected by any circumstance whatsoever, including the occurrence and
continuance of a Default or reduction or termination of the Commitments, and
that each such payment shall be made without any offset, abatement, withholding
or reduction whatsoever. Each Bank shall comply with its obligation under this
paragraph by wire transfer of immediately available funds, in the same manner as
provided in Section 2.1(c) with respect to Loans made by such Bank (and Section
2.1(c) and 2.2(b) shall apply, mutatis mutandis, to the payment obligations of
the Banks), and the Agent shall promptly pay to the Swingline Bank the amounts
so received by it from the Banks. The Agent shall notify the Borrower of any
participations in any Swingline Loan acquired pursuant to this paragraph, and
thereafter payments in respect of such Swingline Loan shall be made to the Agent
and not to the Swingline Bank. Any amounts received by the Swingline Bank from
the Borrower (or other party on behalf of the Borrower) in respect of a
Swingline Loan after receipt by the Swingline Bank of the proceeds of a sale of
participations therein shall be promptly remitted to the Agent; any such amounts
received by the Agent shall be promptly remitted by the Agent to the Banks that
shall have made their payments pursuant to this paragraph and to the Swingline
Bank, as their interests may appear; provided that any such payment so remitted
shall be repaid to the Swingline Bank or to the Agent, as applicable, if and to
the extent such payment is required to be refunded to the Borrower for any
reason. The purchase of participations in a Swingline Loan pursuant to this
paragraph shall not relieve the Borrower of any default in the payment thereof.
2.4.

LETTERS OF CREDIT.

(a)
General. Subject to and upon the terms and conditions
herein set forth, including, without limitation, the applicable terms and
conditions set forth in Section 8 hereof, the Issuing Bank agrees that it will,
at any time and from time to time on or after the Closing Date following its
receipt of a Letter of Credit Request, issue for the account of the Borrower, in
the name of the Borrower or any Restricted Subsidiary, one or more irrevocable
standby or commercial letters
-25of credit (all such letters of credit collectively, the "Letters of Credit");
provided, that the Issuing Bank shall not issue, amend, renew or extend any
Letter of Credit if at the time of such issuance, amendment, renewal or
extension:
(i)
any order, judgment or decree of any governmental
authority or arbitrator shall purport by its terms to enjoin or
restrain the Issuing Bank from issuing, amending, renewing or extending
such Letter of Credit or any requirement of Law applicable to the
Issuing Bank or any request or directive (whether or not having the
force of law) from any governmental authority with jurisdiction over
the Issuing Bank shall prohibit, or request that the Issuing Bank
refrain from, the issuance, amendment, renewal or extension of letters
of credit generally; or
(ii)
the total Revolving Credit Exposure would exceed the
total Commitments; or
(iii)
the LC Exposure shall be greater than an amount which
when added to the LC Exposure would exceed $30,000,000; or
(iv)
the expiry date, or, in the case of any Letter of
Credit containing an expiry date that is extendible at the option of
the Issuing Bank, the initial expiry date of such Letter of Credit, is
a date that is later than the earlier of (y) twelve (12) months from
the issuance date (or in the case of any renewal or extension, twelve
(12) months after such renewal or extension) or (z) five (5) Business
Days prior to the Maturity Date.
The Issuing Bank shall not renew, amend or extend nor permit
the renewal, amendment or extension, of any Letter of Credit if any of the
conditions precedent set forth in Section 8 are not satisfied. No Letter of
Credit may be issued, or remain outstanding, for the benefit of an Unrestricted

Subsidiary.
(b)

Letter of Credit Requests.

(i)
Whenever the Borrower desires that a Letter of Credit
be issued for its account or that an existing expiry date shall be
extended, it shall deliver to the Agent its prior written request
therefor not later than 11:30 a.m. (Houston time) (i) in the case of a
Letter of Credit to be issued or amended, on at least the second (2nd)
Business Day prior to the requested issuance or amendment date and (ii)
in the case of the extension of the existing expiry date of any Letter
of Credit, on at least the second (2nd) Business Day prior to the date
on which the Issuing Bank must notify the beneficiary thereof that the
Issuing Bank does not intend to extend such existing expiry date. Each
such request for an issuance, renewal, extension or amendment
increasing the amount thereof shall be in the form of Exhibit B
attached hereto (each a "Letter of Credit Request") and, in the case of
the issuance of any Letter of Credit, shall be accompanied by an
Application therefor, completed to the satisfaction of the Issuing
Bank, and such other certificates, documents and other papers and
information as the Issuing Bank or any Bank (through the Agent) may
reasonably request. Each Letter of Credit shall expire no later than
the date specified in Section 2.4(a)(iv), shall not be in an amount
greater than is permitted under Section 2.4(a) and shall be in such
form as may be approved from time to time by the Issuing Bank and the
Borrower. Promptly upon its receipt of a Letter of Credit Request, and,
if applicable, the related Application, the Agent
-26shall so notify the other Banks. It is agreed that an Application may
be delivered by electronic transfer.
(ii)
The making of each Letter of Credit Request shall be
deemed to be a representation and warranty by the Borrower that such
Letter of Credit may be issued in accordance with, and will not violate
the requirements of, this Agreement. Unless the Issuing Bank has
received notice from the Agent or any Bank (with a copy thereof to be
simultaneously sent to the Borrower) before it issues or amends the
respective Letter of Credit or extends the existing expiry date of a
Letter of Credit that one or more of the applicable conditions
specified in Section 8 are not then satisfied, or that the issuance,
renewal, extension or amendment of such Letter of Credit would violate
this Agreement, then the Issuing Bank may issue the requested Letter of
Credit for the account of the Borrower in accordance with this
Agreement and the Issuing Bank's usual and customary practices;
provided, however, that the Issuing Bank shall not be required to issue
any Letter of Credit earlier than two (2) Business Days after its
receipt of the Letter of Credit Request and the related Application
therefor and all other certificates, documents and other papers and
information relating thereto. Upon its issuance of any Letter of Credit
or the extension of the existing expiry date of any Letter of Credit,
as the case may be, the Issuing Bank shall promptly notify the Borrower
of such issuance or extension, which notice shall be accompanied by a
copy of the Letter of Credit actually issued or a copy of any amendment
extending the existing expiry date of any Letter of Credit, as the case
may be. Promptly upon its receipt of such documents, the Agent shall
notify each Bank of the issuance of such Letter of Credit or the
extension of such expiry date, as the case may be, and upon the request
of any Bank shall deliver copies of such documents to such Bank.
(c)

Letters of Credit Participations.

(i)
Immediately upon the issuance by the Issuing Bank of
each Letter of Credit (or an amendment to a Letter of Credit increasing
the amount thereof), the Issuing Bank shall be deemed to have sold and
transferred to each Bank, and each Bank shall be deemed irrevocably and
unconditionally to have purchased and received from the Issuing Bank,
without recourse or warranty, an undivided interest and participation,
to the extent of such Bank's Pro Rata Percentage, in each such Letter
of Credit (including extensions of the expiry date thereof), each
substitute letter of credit, each drawing made thereunder and the
obligations of the Borrower under this Agreement and the other Loan
Documents with respect thereto, and any security therefor or guaranty
pertaining thereto.
(ii)
In determining whether to pay under any Letter of
Credit, the Issuing Bank shall have no obligation other than to confirm
that any documents required to be delivered under such Letter of Credit
appear to have been delivered and that they appear to comply on their
face with the requirements of such Letter of Credit. Any action taken
or omitted to be taken by the Issuing Bank under or in connection with
any Letter of Credit if taken or omitted in the absence of gross
negligence or willful misconduct shall not create for the Issuing Bank
any resulting liability. It is the intent of the parties hereto that
the Issuing Bank shall have no liability for its ordinary sole or
contributing negligence.
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(iii)
In the event that the Issuing Bank makes any payment
under any Letter of Credit and the Borrower shall not have reimbursed
such amount in full to the Issuing Bank pursuant to Section 2.4(d)(i),
the Agent shall promptly notify each Bank of such failure, and each
Bank shall promptly and unconditionally pay to the Agent for the
account of the Issuing Bank the amount of such Bank's Pro Rata
Percentage of such unreimbursed payment in same day funds. If the Agent
so notifies, prior to 11:30 a.m. (Houston time) on any Business Day,
any Bank required to fund a payment under a Letter of Credit, such Bank
shall make available to the Agent for the account of the Issuing Bank
such Bank's Pro Rata Percentage of the amount of such payment on such
Business Day in same day funds. If and to the extent such Bank shall
not have so made its Pro Rata Percentage of the amount of such payment
available to the Agent for the account of the Issuing Bank, such Bank
agrees to pay to the Agent for the account of the Issuing Bank,
forthwith on demand such amount, together with interest thereon, for
each day from such date until the date such amount is paid to the Agent
for the account of the Issuing Bank at the Federal Funds Effective
Rate. The failure of any Bank to make available to the Agent for the
account of any Issuing Bank its Pro Rata Percentage of any payment
under any Letter of Credit shall not relieve any other Bank of its
obligation hereunder to make available to the Agent for the account of
the Issuing Bank its Pro Rata Percentage of any payment under any
Letter of Credit on the date required, as specified above, but no Bank
shall be responsible for the failure of any other Bank to make
available to the Agent for the account of such Issuing Bank such other
Bank's Pro Rata Percentage of any such payment.
(iv)
Whenever the Issuing Bank receives a payment of a
reimbursement obligation as to which the Agent has received for the
account of the Issuing Bank any payments from the Banks pursuant to
clause (c) above, the Issuing Bank shall pay to the Agent, and the
Agent shall promptly pay to each Bank which has paid its Pro Rata
Percentage thereof, in same day funds, an amount equal to such Bank's
Pro Rata Percentage thereof.
(v)
The obligations of the Banks to make payments to the
Agent for the account of the Issuing Bank with respect to Letters of
Credit shall be absolute and not subject to any qualification or
exception whatsoever and shall be made in accordance with the terms and
conditions of this Agreement under all circumstances, including any of
the following circumstances:
(A)
any lack of validity or enforceability of
this Agreement or any of the other Loan Documents;
(B)
the existence of any claim, setoff, defense
or other right which the Borrower or any other Person may have
at any time against a beneficiary named in a Letter of Credit,
any transferee of any Letter of Credit (or any Person for whom
any such transferee may be acting), the Agent, the Issuing
Bank, any Bank, or any other Person, whether in connection
with this Agreement, any Letter of Credit, the transactions
contemplated herein or any unrelated transactions (including
any underlying transaction between the Borrower or any other
Person and the beneficiary named in any such Letter of
Credit);
(C)
any draft, certificate or any other document
presented under the Letter
-28of Credit proving to be forged, fraudulent, invalid or
insufficient in any respect or any statement therein being
untrue or inaccurate in any respect;
(D)
the surrender or impairment of any security
for the performance or observance of any of the terms of any
of the Loan Documents;
(E)
Default; or

the occurrence of any Default or Event of

(F)
any other circumstance which might otherwise
constitute a defense available to, or a discharge of, any Bank
(other than the gross negligence or willful misconduct of the
Issuing Bank).
(vi)
THE BANKS AGREE TO INDEMNIFY THE ISSUING BANK (TO THE
EXTENT NOT REIMBURSED BY THE BORROWER), RATABLY ACCORDING TO THE
RESPECTIVE PRO RATA PERCENTAGES, FROM AND AGAINST ANY AND ALL
LIABILITIES, OBLIGATIONS, LOSSES, DAMAGES, PENALTIES, ACTIONS,
JUDGMENTS, SUITS, COSTS, EXPENSES OR DISBURSEMENTS OF ANY KIND OR
NATURE WHATSOEVER WHICH MAY BE IMPOSED ON, INCURRED BY, OR ASSERTED
AGAINST THE ISSUING BANK IN ANY WAY RELATING TO OR ARISING OUT OF THIS
AGREEMENT OR ANY LETTER OF CREDIT OR ANY ACTION TAKEN OR OMITTED BY THE

ISSUING BANK UNDER THIS AGREEMENT OR ANY LETTER OF CREDIT; PROVIDED,
THAT NO BANK SHALL BE LIABLE FOR ANY PORTION OF SUCH LIABILITIES,
OBLIGATIONS, LOSSES, DAMAGES, PENALTIES, ACTIONS, JUDGMENTS, SUITS,
COSTS, EXPENSES OR DISBURSEMENTS RESULTING FROM THE ISSUING BANK'S
GROSS NEGLIGENCE OR WILLFUL MISCONDUCT.
(d)

Agreement to Repay Letter of Credit Drawings.

(i)
Upon the receipt by the Issuing Bank of any Drawing
from a beneficiary under a Letter of Credit, the Issuing Bank promptly
will provide the Borrower with telecopy notice thereof. The Borrower
hereby agrees to reimburse the Issuing Bank by making payment to the
Agent in immediately available funds at the account of the Agent
located in New York City, New York, identified to the Borrower, for any
LC Disbursement immediately after, and in any event on the date of,
such payment, with interest on the amount so paid by the Issuing Bank,
to the extent not reimbursed prior to 2:00 p.m. (Houston time) on the
date of such payment, from and including the date paid but excluding
the date reimbursement is made as provided above, at a rate per annum
equal to the lesser of (x) 2% above the Alternate Base Rate plus the
Applicable Margin or (y) the Highest Lawful Rate, such interest to be
payable on demand. Prior to the Maturity Date, unless otherwise paid by
the Borrower, such LC Disbursement may (and, if the Majority Banks so
desire, shall automatically), subject to satisfaction of the conditions
precedent set forth in Sections 2.3 and 8, be paid with the proceeds of
Revolving ABR Loans, which rate the Borrower may in its discretion
continue or convert pursuant to Section 3.1(a)(ii).
(ii)
The Borrower's obligations under this Section 2.4(d)
to reimburse the Issuing Bank with respect to LC Disbursements
(including, in each case, interest thereon) shall be absolute and
unconditional under any and all circumstances (except as provided below
with respect to the gross negligence or willful misconduct of the
Issuing Bank) and irrespective of any setoff, counterclaim or defense
to payment which the Borrower may have or have had
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issuer of a Letter of Credit or any Bank as a participant therein),
including any defense based upon the failure of any drawing under a
Letter of Credit (each a "Drawing") to conform to the terms of the
Letter of Credit (other than a defense based upon the gross negligence
or willful misconduct of the Issuing Bank in determining whether such
Drawing conforms to the terms of the Letter of Credit) or any
non-application or misapplication by the beneficiary of the proceeds of
such Drawing, including any of the following circumstances:
(A)
any lack of validity or enforceability of
this Agreement or any of the other Loan Documents;
(B)
the existence of any claim, setoff, defense
or other right which the Borrower or any other Person may have
at any time against a beneficiary named in a Letter of Credit,
any transferee of any Letter of Credit (or any Person for whom
any such transferee may be acting), the Agent, the Issuing
Bank, any Bank, or any other Person, whether in connection
with this Agreement, any Letter of Credit, the transactions
contemplated herein or any unrelated transactions (including
any underlying transaction between the Borrower or any other
Person and the beneficiary named in any such Letter of
Credit);
(C)
any draft, certificate or any other document
presented under the Letter of Credit proving to be forged,
fraudulent, invalid or insufficient in any respect or any
statement therein being untrue or inaccurate in any respect;
(D)
the surrender or impairment of any security
for the performance or observance of any of the terms of any
of the Loan Documents;
(E)
Default; or

the occurrence of any Default or Event of

(F)
any other circumstance which might otherwise
constitute a defense available to, or a discharge of, the
Borrower (other than the gross negligence or willful
misconduct of the Issuing Bank).
(iii)
The Borrower also agrees with the Issuing Bank, the
Agent and the Banks that, in the absence of gross negligence or willful
misconduct of the Issuing Bank, the Issuing Bank shall not be
responsible for, and the Borrower's reimbursement obligations under
Section 2.4(d) shall not be affected by, among other things, the
validity or genuineness of documents or of any endorsements thereon,
even though such documents shall in fact prove to be invalid,
fraudulent or forged or any dispute between or among the Borrower or
any other Party and the beneficiary of any Letter of Credit or any

other party to which such Letter of Credit may be transferred or any
claims whatsoever of the Borrower or any other Party against any
beneficiary of such Letter of Credit or any such transferee.
Neither the Agent, the Banks nor the Issuing Bank shall have
any liability or responsibility by reason of or in connection with the issuance
or transfer of any Letter of Credit or any payment or failure to make any
payment thereunder, or any error, omission, interruption, loss or delay in
transmission or delivery of any draft, notice or other communication under or
relating to any
-30Letter of Credit (including any document required to make a drawing thereunder),
any error in interpretation of technical terms or any consequence arising from
causes beyond the control of the Issuing Bank; provided that the foregoing shall
not be construed to excuse the Issuing Bank from liability to the Borrower to
the extent of any direct damages (as opposed to consequential damages, claims in
respect of which are hereby waived by the Borrower to the extent permitted by
applicable law) suffered by the Borrower that are caused by the Issuing Bank's
failure to exercise care when determining whether drafts and other documents
presented under a Letter of Credit comply with the terms thereof. The parties
hereto expressly agree that, in the absence of gross negligence or willful
misconduct on the part of the Issuing Bank (as finally determined by a court of
competent jurisdiction), the Issuing Bank shall be deemed to have exercised care
in each such determination. In furtherance of the foregoing and without limiting
the generality thereof, the parties agree that, with respect to documents
presented which appear on their face to be in substantial compliance with the
terms of a Letter of Credit, the Issuing Bank may, in its sole discretion,
either accept and make payment upon such documents without responsibility for
further investigation, regardless of any notice or information to the contrary,
or refuse to accept and make payment upon such documents if such documents are
not in strict compliance with the terms of such Letter of Credit. It is the
intent of the parties hereto that neither the Agent, the Banks nor the Issuing
Bank shall have any liability under this Section 2.4 for the ordinary negligence
of such Person.
2.5.
CONFLICT BETWEEN APPLICATIONS AND AGREEMENT. To the
extent that any provision of any Application related to any Letter of Credit is
inconsistent with the provisions of this Agreement, the provisions of this
Agreement shall control.
3.

INTEREST RATE PROVISIONS
3.1.

INTEREST RATE DETERMINATION.

(a)
Except as specified in Sections 3.2, 3.3, 3.4 and
3.5, the Revolving Loans shall bear interest on the unpaid principal amount
thereof from time to time outstanding, until maturity, at a rate per annum
(calculated based on a year of 360 days in the case of the LIBO Rate, and a year
of 365 or 366 days, as the case may be, in the case of any ABR Loan and any
Swingline Loan, in each case for the actual days elapsed) as follows:
(i)
The principal balance of the Loans from time to time
outstanding shall bear interest at an annual rate equal to:
(A)
with respect to any Eurodollar Loan, the
lesser of, (y) the Adjusted LIBO Rate plus the Applicable
Margin, with respect thereto or (z) the Highest Lawful Rate,
from the first day to, but not including, the Expiration Date
of the Interest Period then in effect with respect thereto;
(B)
with respect to any ABR Loan, the lesser of
(y) the Alternate Base Rate plus the Applicable Margin, with
respect thereto or (z) the Highest Lawful Rate, from the first
day to, but not including, the earlier of the Maturity Date or
conversion to another Type of Loan;
(C)
with respect to any Swingline Loan, the
lesser of (y) the Alternate
-31Base Rate plus the Applicable Margin or (z) the Highest Lawful
Rate, from the first day to, but not including, the maturity
of such Loan;
(ii)
(A)
The Borrower may, upon irrevocable
written notice to the Agent in accordance with Section
3.1(a)(ii)(B),
(1)
elect to convert, as of any
Business Day, any ABR Loans (or any part thereof not
less than $3,000,000, or that is in an integral
multiple of $1,000,000 in excess thereof) into
Eurodollar Loans;
(2)

elect to convert, as of the last

day of the applicable Interest Period, any Eurodollar
Loans expiring on such day (or any part thereof not
less than $1,000,000, or that is in an integral
multiple of $1,000,000 in excess thereof) into ABR
Loans; or
(3)
elect to continue (for the same or
different Interest Period), as of the last day of the
applicable Interest Period, any Eurodollar Loans
having Interest Periods expiring on such day (or any
part thereof not less than $3,000,000, or that is in
an integral multiple of $1,000,000 in excess
thereof);
provided, that if at any time the outstanding principal amount
of Eurodollar Loans is reduced by payment, prepayment, or
conversion of part thereof to be less than $3,000,000, such
Eurodollar Loans shall automatically convert into ABR Loans,
and on and after such date the right of the Borrower to
continue such Loans as, and convert such Loans into,
Eurodollar Loans shall terminate.
(B)
To convert or continue a Loan as provided in
Section 3.1(a)(ii) the Borrower shall deliver a Notice of Rate
Change/Continuation in the form of Exhibit C hereto (a "Notice
of Rate Change/Continuation"), to be received by the Agent not
later than 11:00 a.m. (Houston time) at least (i) three
Business Days in advance of the Change/Continuation Date, if
the Loans are to be converted into or continued as Eurodollar
Loans denominated in Dollars; and (ii) one Business Day in
advance of the Change/Continuation Date, if the Loans are to
be converted into ABR Loans, specifying:
(i)

the date on which such Loan was

made;
(ii)
to such Loan;

the interest rate then applicable

(iii)
with respect to any Eurodollar
Loan, the Interest Period then applicable to such
Loan;
(iv)

the amount of such Loan;

(v)

the proposed Change/Continuation

Date;
(vi)
the aggregate amount of Loans to be
converted or continued;
-32(vii)
the Type of Loans resulting from
the proposed conversion or continuation; and
(viii)
other than in the case or
conversions into ABR Loans, the duration of the
requested Interest Period.
(C)
If upon the expiration of any Interest
Period applicable to Eurodollar Loans, the Borrower has failed
to select a new Interest Period to be applicable to such
Eurodollar Loans prior to the third Business Day in advance of
the expiration date of the current Interest Period applicable
thereto as provided in Section 3.1(a)(ii), or if any Default
or Event of Default then exists, the Borrower shall be deemed
to have elected to convert such Eurodollar Loans into ABR
Loans effective as of the expiration date of such Interest
Period, and all conditions to such conversion shall be deemed
to have been satisfied.
(D)
The Agent will promptly notify each Bank of
its receipt of a Notice of Rate Change/Continuation, or, if no
timely notice is provided by the Borrower, the Agent will
promptly notify each Bank of the details of any automatic
conversion. All conversions and continuations shall be made
ratably according to the respective outstanding principal
amounts of the Loans with respect to which the notice was
given held by each Bank.
(E)
During the existence of a Default or Event
of Default, the Borrower may not elect to have a Loan
converted into or continued as an Eurodollar Loan.
(iii)
Nothing contained herein shall authorize the Borrower
(A) to convert any Loan into or continue any Loan as a Eurodollar Loan
unless the Expiration Date of the Interest Period for such Loan occurs
on or before the Maturity Date or (B) to continue or change the

interest rates applicable to any Eurodollar Loan prior to the
Expiration Date of the Interest Period with respect thereto.
(iv)
Notwithstanding anything set forth herein to the
contrary (other than Section 13.11), if a Default has occurred and is
continuing, and upon written notice to the Borrower from the Agent,
each outstanding Loan shall bear interest at a rate per annum which
shall be equal to the lesser of (x) 2% above the interest rate
otherwise applicable thereto or (y) the Highest Lawful Rate, which
interest shall be due and payable on demand.
(b)
The Alternate Base Rate for each ABR Loan shall be
determined by the Agent on the first day and on each day such ABR Loan shall be
outstanding, or if such day is not a Business Day, on the next succeeding
Business Day. The LIBO Rate for the Interest Period for each Eurodollar Loan
shall be determined by the Agent two (2) Business Days before the first day of
such Interest Period.
(c)
Each determination of an applicable interest rate by
the Agent shall be conclusive and binding upon the Borrower and the Banks in the
absence of manifest error.
3.2.

INCREASED COST AND REDUCED RETURN.
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(a)
If, after the date hereof, the adoption of any
applicable law, rule, or regulation, or any change in any applicable law, rule,
or regulation, or any change in the interpretation or administration thereof by
any governmental authority, central bank, or comparable agency charged with the
interpretation or administration thereof, or compliance by any Bank or the
Issuing Bank (or its Applicable Lending Office) with any request or directive
(whether or not having the force of law) of any such governmental authority,
central bank, or comparable agency:
(i)
shall impose, modify or deem applicable any reserve,
special deposit or similar requirement against assets, deposits with or
for the account of, or credit extended by, any Bank (except any such
reserve requirement reflected in the Adjusted LIBO Rate or Three-Month
Secondary CD Rate, as applicable) or the Issuing Bank; or
(ii)
shall impose on any Bank or the Issuing Bank or the
London interbank market any other condition affecting this Agreement or
Eurodollar Loans made by such Bank or any Letter of Credit or
participation therein;
and the result of any of the foregoing is to increase the cost to such Bank (or
its Applicable Lending Office) of making, converting into, continuing, or
maintaining any Eurodollar Loans (or of maintaining its obligation to make a
Eurodollar Loan) or to increase the cost to such Bank or the Issuing Bank of
participating in, issuing or maintaining any Letter of Credit or to reduce the
amount of any sum received or receivable by such Bank (or its Applicable Lending
Office) or the Issuing Bank under this Agreement, in each case by an amount
deemed material by such Bank or the Issuing Bank, as the case may be, then the
Borrower shall pay to such Bank or the Issuing Bank, as the case may be, such
amount or amounts as will compensate such Bank or the Issuing Bank, as the case
may be, for such increased cost or reduction, provided, that the Borrower will
not be responsible for paying any amounts pursuant to this Section 3.2 accruing
for a period greater than 180 days prior to the date that such Bank or the
Issuing Bank, as the case may be, notifies the Borrower of the circumstances
giving rise to such increased costs or reductions and of such Bank's or the
Issuing Bank's, as the case may be, intention to claim compensation therefor;
provided further that, if the circumstances giving rise to such increased costs
or reductions is retroactive, then the 180-day period referred to above shall be
extended to include the period of retroactive effect thereof
(b)
If, after the date hereof, any Bank or the Issuing
Bank shall have determined that the adoption of any applicable law, rule, or
regulation regarding capital adequacy or any change therein or in the
interpretation or administration thereof by any governmental authority, central
bank, or comparable agency charged with the interpretation or administration
thereof, or any request or directive regarding capital adequacy (whether or not
having the force of law) of any such governmental authority, central bank, or
comparable agency, has or would have the effect of reducing the rate of return
on the capital of such Bank or the Issuing Bank or any corporation controlling
such Bank or the Issuing Bank, as the case may be, as a consequence of such
Bank's or the Issuing Bank's obligations hereunder to a level below that which
such Bank or the Issuing Bank or such corporation could have achieved but for
such adoption, change, request, or directive (taking into consideration its
policies with respect to capital adequacy), then from time to time the Borrower
shall pay to such Bank or the Issuing Bank, as the case may be, such additional
amount or amounts as will compensate such Bank or the Issuing Bank, as the case
may be, for such reduction, provided, that the Borrower will not be responsible
for paying any amounts pursuant to this Section 3.2
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the Issuing Bank, as the case may be, notifies the Borrower of the circumstances
giving rise to such increased costs or reductions and of such Bank's or the
Issuing Banks, as the case may be, intention to claim compensation therefor;
provided further that, if the circumstances giving rise to such increased costs
or reductions is retroactive, then the 180-day period referred to above shall be
extended to include the period of retroactive effect thereof.
(c)
Each Bank and the Issuing Bank shall promptly notify
the Borrower and the Agent of any event of which it has knowledge, occurring
after the date hereof, which will entitle such Bank or the Issuing Bank, as the
case may be, to compensation pursuant to this Section and will use reasonable
efforts to designate a different Applicable Lending Office if such designation
will avoid the need for, or reduce the amount of, such compensation and will
not, in the judgment of such Bank or the Issuing Bank, as the case may be, be
otherwise disadvantageous to it. The Borrower hereby agrees to pay all
reasonable costs and expenses incurred by any Bank or the Issuing Bank, as the
case may be, in connection with any such designation. Any Bank or the Issuing
Bank, as the case may be, claiming compensation under this Section shall do so
in good faith on a nondiscriminatory basis. In determining such amount, such
Bank or the Issuing Bank, as the case may be, may use any reasonable averaging
and attribution methods. A certificate of a Bank or the Issuing Bank, as the
case may be, setting forth in reasonable detail such amount or amounts as shall
be necessary to compensate such Bank or the Issuing Bank, as the case may be, as
specified in this Section 3.2 may be delivered to the Borrower and the Agent and
shall be conclusive absent manifest error. The Borrower shall pay to the Agent
for the account of such Bank or the Issuing Bank, as the case may be, the amount
shown as due on any such certificate within fifteen (15) days after its receipt
of the same.
3.3.
LIMITATION ON TYPES OF LOANS. If on or prior to the
first day of any Interest Period for any Eurodollar Loan:
(a)
the Agent determines (which determination shall be
conclusive) that by reason of circumstances affecting the relevant
market, adequate and reasonable means do not exist for ascertaining the
Adjusted LIBO Rate or the LIBO Rate as applicable, for such Interest
Period; or
(b)
the Majority Banks determine (which determination
shall be conclusive) and notify the Agent that the Adjusted LIBO Rate
plus the Applicable Margin will not adequately and fairly reflect the
cost to the Banks of funding Eurodollar Loans for such Interest Period;
then the Agent shall give the Borrower prompt notice thereof specifying the
relevant Type of Loans and the relevant amounts or periods, and until the Agent
notifies the Borrower and the Banks that the circumstances giving rise to such
notice no longer exist, (i) the Banks shall be under no obligation to make
additional Loans of such Type, continue Loans of such Type, or to convert Loans
of any other Type into Loans of such Type, (ii) the Borrower shall, on the last
day(s) of the then current Interest Period(s) for the outstanding Loans of the
affected Type, either prepay such Loans or convert such Loans into another Type
of Loan in accordance with the terms of this Agreement, (iii) any Notice of Rate
Change/Continuation that requests the conversion of any Revolving Borrowing to,
or continuation of any Revolving Borrowing as, a Eurodollar Borrowing shall be
ineffective, and (iv) if any Borrowing Request requests a Eurodollar Revolving
Borrowing, such Borrowing shall be made
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different Applicable Lending Office if such designation will avoid the effects
of this Section 3.3 and will not, in the judgment of such Bank, be otherwise
disadvantageous to it. The Borrower hereby agrees to pay all reasonable costs
and expenses incurred by any Bank in connection with any such designation.
3.4.

ILLEGALITY.

(a)
If any Bank shall determine (which determination
shall be conclusive and binding on the Borrower) that the introduction of or any
change in or in the interpretation of any law, regulation, guideline or order
(in each case, introduced, changed or interpreted after the Closing Date) makes
it unlawful, or any central bank or other governmental authority asserts that it
is unlawful, for such Bank to make, continue or maintain any Eurodollar Loan as,
or to convert any Loan into, a Eurodollar Loan, the obligations of the affected
Bank to make, continue, maintain or convert any such Eurodollar Loans shall, on
notice thereof from such Bank to the Borrower, upon such determination,
forthwith be suspended until such Bank shall promptly notify the Agent and the
Borrower that the circumstances causing such suspension no longer exist at the
end of the then current Interest Periods with respect thereto or sooner, if
required by such law or assertion (in which case the provisions of Section 3.5
shall be applicable). Upon receipt of such notice, the Borrower shall, upon
demand from such Bank, convert all Eurodollar Loans from such Bank to ABR Loans,
either on the last day of the Interest Period thereof, if such Bank may lawfully
continue to maintain such Eurodollar Loans to such day, or immediately, if such
Bank may not lawfully continue to maintain such Eurodollar Loans. Upon any such
conversion, the Borrower shall also pay interest on the amount so converted. If
any such conversion of a Eurodollar Loan occurs on a day which is not the last
day of the then current Interest Period with respect thereto, the Borrower shall
also pay to such Bank such amounts, if any, as may be required pursuant to

Section 3.5.
(b)
Each Bank will use reasonable efforts to designate a
different Applicable Lending Office if such designation will avoid the effects
of this Section 3.4 and will not, in the judgment of such Bank, be otherwise
disadvantageous to it. The Borrower hereby agrees to pay all reasonable costs
and expenses incurred by any Bank in connection with any such designation.
(c)
If the obligation of any Bank to make a Eurodollar
Loan or to continue, or to convert Loans into, Eurodollar Loans shall be
suspended pursuant to Section 3.4 hereof, such Bank's Eurodollar Loans shall be
converted into ABR Loans as provided above, and, unless and until such Bank
gives notice as provided below that the circumstances specified in Section 3.4
hereof that gave rise to such conversion no longer exist:
(i)
to the extent that such Bank's Eurodollar Loans have
been so converted, all payments and prepayments of principal that would
otherwise be applied to such Bank's Eurodollar Loans shall be applied
instead to its ABR Loans; and
(ii)
all Loans that would otherwise be made or continued
by such Bank as Eurodollar Loans shall be made or continued instead as
ABR Loans, and all Loans of such Bank that would otherwise be converted
into Eurodollar Loans shall be converted instead into (or shall remain
as) ABR Loans.
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circumstances specified in Section 3.4 hereof that gave rise to the conversion
of such Bank's Eurodollar Loans pursuant to this Section 3.4 no longer exist
(which such Bank agrees to do promptly upon such circumstances ceasing to exist)
at a time when Eurodollar Loans made by other Banks are outstanding, such Bank's
ABR Loans shall be automatically converted, on the first day(s) of the next
succeeding Interest Period(s) for such outstanding Eurodollar Loans, to the
extent necessary so that, after giving effect thereto, all Loans held by the
Banks holding Eurodollar Loans and by such Bank are held pro rata (as to
principal amounts, Types, and Interest Periods) in accordance with their
respective Commitments.
3.5.
Borrower shall pay to such
(in the reasonable opinion
expense (including loss of

COMPENSATION. Upon the request of any Bank, the
Bank such amount or amounts as shall be sufficient
of such Bank) to compensate it for any loss, cost, or
anticipated profits) incurred by it as a result of-

(a)
any payment, prepayment, or conversion of a
Eurodollar Loan for any reason (including, without limitation, the
acceleration of the Loans pursuant to Section 11) on a date other than
the last day of the Interest Period for such Eurodollar Loan;
(b)
any failure by the Borrower for any reason
(including, without limitation, the failure of any condition precedent
specified in Article 8 to be satisfied) to borrow, convert, continue,
or prepay a Eurodollar Loan on the date for such borrowing, conversion,
continuation, or prepayment specified in the relevant notice of
borrowing, prepayment, continuation, or conversion under this
Agreement; or
(c)
the assignment of any Eurodollar Loan other than on
the last day of the Interest Period applicable thereto as a result of a
requirement by the Borrower pursuant to Section 3.6.
In the case of a Eurodollar Loan, such loss, cost or expense to any Bank shall
be deemed to include an amount determined by such Bank to be the excess, if any,
of (i) the amount of interest which would have accrued on the principal amount
of such Loan had such event not occurred, at the Adjusted LIBO Rate plus the
Applicable Margin that would have been applicable to such Loan, for the period
from the date of such event to the last day of the then current Interest Period
therefor (or in the case of a failure to borrow, convert or continue, for the
period that would have been the Interest Period for such Loan), over (ii) the
amount of interest which would accrue on such principal amount for such period
at the interest rate which such Bank would bid were it to bid, at the
commencement of such period, for dollar deposits of a comparable amount and
period from other banks in the eurodollar market. A certificate of any Bank
setting forth in reasonable detail any amount or amounts that such Bank is
entitled to receive pursuant to this Section shall be delivered to the Borrower
and shall be conclusive absent manifest error. The Borrower shall pay such Bank
the amount shown as due on any such certificate within 10 days after receipt
thereof.
3.6.
REPLACEMENT OF BANKS. If any Bank requests
compensation under Sections 3.2 or 4.7, or if any Bank defaults in its
obligation to fund Loans hereunder, or otherwise has given notice pursuant to
Sections 3.2, 3.3 or 3.4 (unless in each case the basis for such request or
notice is generally applicable to all Banks), then the Borrower may, at its sole
expense and effort, upon notice to such Bank and the Agent within 90 days of
such request or notice, if no Default or
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Event of Default exists, require such Bank to assign and delegate (in accordance
with and subject to the restrictions contained in Section 13.10), all its
interests, rights and obligations under this Agreement and the Canadian Term
Loan Facility to an assignee that shall assume such obligations (which assignee
may be another Bank, if a Bank accepts such assignment); provided that (i) the
Borrower shall have received the prior written consent of the Agent, which
consent shall not unreasonably be withheld, (ii) such Bank shall have received
payment of an amount equal to the outstanding principal of its Loans and
participations in Letters of Credit, accrued interest thereon, accrued fees and
all other amounts payable to it hereunder and under the Canadian Term Loan
Facility, from the assignee (to the extent of such outstanding principal and
accrued interest and fees) or the Borrower (in the case of all other amounts)
and (iii) in the case of any such assignment resulting from a claim for
compensation under Sections 3.2 or 4.7, such assignment will result in a
reduction in such compensation or payments. A Bank shall not be required to make
any such assignment and delegation if, prior thereto, as a result of a waiver by
such Bank or otherwise, the circumstances entitling the Borrower to require such
assignment and delegation cease to apply.
3.7.
SURVIVAL. The agreements contained in Article 3 shall
survive the termination of this Agreement and the payment in full of the
Obligations for a period of 180 days thereafter.
4.

PREPAYMENTS AND OTHER PAYMENTS; REDUCTION AND EXTENSION OF
COMMITMENTS; EXTENSION OF MATURITY DATE.
4.1.

REPAYMENT OF LOANS; EVIDENCE OF DEBT.

(a)
The Borrower hereby unconditionally promises to pay
(i) to the Agent for the account of each Bank the then unpaid principal amount
of each Revolving Loan on the Maturity Date, and (ii) to the Swingline Bank the
then unpaid principal amount of each Swingline Loan on the earlier of the
Maturity Date and the first date after such Swingline Loan is made that is the
15th or last day of a calendar month and is at least three Business Days after
such Swingline Loan is made; provided that on each date that a Revolving
Borrowing is made, the Borrower shall repay all Swingline Loans then
outstanding.
(b)
Each Bank shall
practice an account or accounts evidencing
such Bank resulting from each Loan made by
principal and interest payable and paid to
hereunder.

maintain in accordance with its usual
the indebtedness of the Borrower to
such Bank, including the amounts of
such Bank from time to time

(c)
The Agent shall maintain accounts in which it shall
record (i) the amount of each Loan made hereunder, the Class and Type thereof
and the Interest Period applicable thereto, (ii) the amount of any principal or
interest due and payable or to become due and payable from the Borrower to each
Bank hereunder and (iii) the amount of any sum received by the Agent hereunder
for the account of the Banks and each Bank's share thereof.
(d)
The entries made in the accounts maintained pursuant
to paragraph (b) or (c) of this Section shall be prima facie evidence of the
existence and amounts of the obligations recorded therein; provided that the
failure of any Bank or the Agent to maintain such accounts or any error therein
shall not in any manner affect the obligation of the Borrower to repay the Loans
in accordance with the terms of this Agreement.
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Any Bank may request that Loans made by it be
evidenced by a promissory note. In such event, the Borrower shall prepare,
execute and deliver to such Bank a promissory note payable to the order of such
Bank (or, if requested by such Bank, to such Bank and its registered assigns)
and in a form approved by the Agent. Thereafter, the Loans evidenced by such
promissory note and interest thereon shall at all times (including after
assignment pursuant to Section 13.10) be represented by one or more promissory
notes in such form payable to the order of the payee named therein (or, if such
promissory note is a registered note, to such payee and its registered assigns).
4.2.
REQUIRED PREPAYMENTS. The Borrower agrees that if at
any time the Agent notifies the Borrower that the Agent has determined that the
aggregate principal amount of Revolving Credit Exposure exceeds the Commitments,
the Borrower will within two (2) Business Days following such notice make a
prepayment of principal in an amount at least equal to such excess, together
with interest accrued thereon to the date of such prepayment and all amounts
due, if any, under Section 3.4 (or, if no Loans are outstanding, deposit cash
collateral in an account with the Agent pursuant to Section 11.15 in an
aggregate amount equal to such excess).
4.3.
OPTIONAL PREPAYMENTS. The Borrower shall have the
right at any time and from time to time to prepay the Loans, in whole or in
part; provided, that each partial prepayment (i) of any Eurodollar Loans shall
be in an aggregate principal amount of at least $1,000,000 or an integral
multiple of $500,000 in excess thereof, and (ii) of any ABR Loans shall be in an
aggregate principal amount of at least $500,000 or an integral multiple of
$100,000 in excess thereof, in each case, together with interest accrued thereon

to the date of such prepayment and all amounts due, if any, under Section 3.4.
4.4.
NOTICE OF PAYMENTS. The Borrower shall give the Agent
(and, in the case of prepayment of a Swingline Loan, the Swingline Lender) at
least three (3) Business Days' prior written notice of each prepayment proposed
to be made by it pursuant to Section 4.3, specifying the principal amount of the
Loans to be prepaid, the prepayment date and the account of the Borrower to be
charged if such prepayment is to be so effected. Notice of such prepayment
having been given, the principal amount of the Loans specified in such notice,
together with interest thereon to the date of prepayment, shall become due and
payable on such prepayment date. If the Borrower pays or prepays any Eurodollar
Loan prior to the end of the Interest Period applicable thereto, such payment
shall be subject to Section 3.4.
4.5.
PLACE OF PAYMENT OR PREPAYMENT. All payments to be
made by the Borrower shall be made without set-off, recoupment or counterclaim.
All payments and prepayments made in accordance with the provisions of this
Agreement in respect of commitment fees or of principal or interest shall be
made to the Agent, for the account of the relevant Bank, to an account located
in New York City, New York as identified by the Agent to the Borrower, no later
than 12:00 Noon (Houston time) in immediately available funds. Unless the Agent
shall have received notice from the Borrower prior to the date on which any
payment is due to the Banks hereunder that the Borrower will not make any
payment due hereunder in full, the Agent may assume that the Borrower has made
such payment in full to the Agent on such date and the Agent may, in reliance
upon such assumption, cause to be distributed to each Bank on such due date an
amount equal to the amount then due to such Bank. If and to the extent the
Borrower shall not have so made such payment in full to the Agent, each Bank
shall repay to the Agent forthwith on demand such amount distributed to such
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distributed to such Bank until the date such Bank repays such amount to the
Agent, at the Federal Funds Effective Rate. If and to the extent that the Agent
receives any payment or prepayment from the Borrower and fails to distribute
such payment or prepayment to the Banks ratably on the basis of their respective
Pro Rata Percentage on the day the Agent receives such payment or prepayment,
and such distribution shall not be so made by the Agent in full on the required
day, the Agent shall pay to each Bank such Bank's Pro Rata Percentage thereof
together with interest thereon at the Federal Funds Effective Rate for each day
from the date such amount is paid to the Agent by the Borrower until the date
the Agent pays such amount to such Bank. Notwithstanding the Agent's failure to
so distribute any such payment, as between the Borrower and the Banks, such
payment shall be deemed received and collected.
4.6.
NO PREPAYMENT PREMIUM OR PENALTY. Each prepayment
pursuant to Section 4.3 or 4.4 shall be without premium or penalty.
4.7.

TAXES.

(a)
Subject to Section 13.11, any and all payments by the
Borrower hereunder or under any other Loan Document to or for the account of any
Bank or the Agent shall be made free and clear of and without deduction for any
and all present or future (i) taxes, deductions, charges or withholdings, and
all liabilities with respect thereto, including, without limitation, such taxes,
deductions, charges, withholdings or liabilities whatsoever, excluding, in the
case of each Bank and Agent, taxes imposed on its overall net income (including
penalties and interest payable in respect thereof), and franchise taxes imposed
on it, by the jurisdiction under the laws of which such Bank or Agent (as the
case may be) is organized or any political subdivision thereof and, in the case
of each Bank, taxes imposed on its overall net income (including penalties and
interest payable in respect thereof), and franchise taxes imposed on it, by the
jurisdiction of such Bank's Applicable Lending Office or any political
subdivision thereof and, in the case of each Bank and Agent, taxes imposed by
reason of such Bank or Agent, for the purposes of the Income Tax Act (Canada),
not dealing at arm's length with the Borrower, being a resident of or deemed
resident in Canada, being a non-resident insurer carrying on an insurance
business in Canada and elsewhere or carrying on business in Canada, determined
otherwise than solely on the basis of entering into any Loan Document to which
it is a party or consummating or performing the transactions contemplated
thereby, or in order to exercise the rights purported to be granted thereto
under the Loan Documents or receiving payments thereunder (all such non-excluded
taxes, deductions, charges, withholdings and liabilities being hereinafter
referred to as "Taxes") and (ii) Other Taxes. In the case of a Bank that is a
domestic corporation, within the meaning of Section 7701 of the Code, the taxes
that are imposed by the United States of America and that are identified in the
preceding sentence are the taxes that are imposed by Section 11, Section 55 and
Section 59A of the Code, or by any comparable provision of future law. Subject
to Section 13.11 hereof, if the Borrower shall be required by Law to deduct any
Taxes or Other Taxes from or in respect of any sum payable hereunder or under
any other Loan Document to any Bank or Agent, (i) the sum payable shall be
increased as may be necessary so that after making all required deductions
(including deductions applicable to additional sums payable under this Section
4.7) such Bank or Agent (as the case may be) receives an amount equal to the sum
it would have received had no such deductions been made, (ii) the Borrower shall
make such deductions, (iii) the Borrower shall pay the full amount deducted to
the relevant taxation authority or

-40other authority in accordance with applicable Law and (iv) the Borrower shall
confirm that all applicable Taxes and Other Taxes, if any, imposed on it by
virtue of the transactions under this Agreement have been properly and legally
paid by it to the appropriate taxation authority or other authority by sending
official tax receipts or certified copies of such receipts to such Bank within
thirty (30) days after payment of any applicable tax.
(b)
In addition, subject to Section 13.11 hereof, the
Borrower agrees to pay any present or future stamp or documentary taxes, excise
or property taxes, or similar taxes, charges or levies which arise from any
payment made hereunder or from the execution, delivery or registration of, or
otherwise with respect to, this Agreement or any other Loan Document
(hereinafter referred to as "Other Taxes").
(c)
SUBJECT TO SECTION 13.11 HEREOF, THE BORROWER WILL
INDEMNIFY EACH BANK AND AGENT FOR THE FULL AMOUNT OF TAXES OR OTHER TAXES
(INCLUDING, WITHOUT LIMITATION, ANY TAXES OR OTHER TAXES IMPOSED BY ANY
JURISDICTION ON AMOUNTS PAYABLE UNDER THIS SECTION 4.7) PAID BY SUCH BANK OR
AGENT (ON THEIR BEHALF OR ON BEHALF OF ANY BANK) (AS THE CASE MAY BE) AND ANY
LIABILITY (INCLUDING PENALTIES, INTEREST AND EXPENSES) ARISING THEREFROM OR WITH
RESPECT THERETO, WHETHER OR NOT SUCH TAXES OR OTHER TAXES WERE CORRECTLY OR
LEGALLY ASSERTED. THIS INDEMNIFICATION SHALL BE MADE WITHIN THIRTY (30) DAYS
FROM THE DATE SUCH BANK OR AGENT (AS THE CASE MAY BE) MAKES WRITTEN DEMAND
THEREFOR.
(d)
Each Bank organized under the laws of a jurisdiction
outside the United States (a "Foreign Bank"), on or prior to the date of its
execution and delivery of this Agreement in the case of each Bank listed on the
signature pages hereof and on or prior to the date on which it becomes a Bank in
the case of each other Bank, and from time to time thereafter if requested in
writing by the Borrower or the Agent (but only so long as such Bank remains
lawfully able to do so), shall provide the Borrower and the Agent with (i)
Internal Revenue Service Form W-8 BEN or W- EC1, as appropriate, or any
successor form prescribed by the Internal Revenue Service, certifying that such
Bank is entitled to benefits under an income tax treaty to which the United
States is a party which reduces the rate of withholding tax on payments of
interest or certifying that the income receivable pursuant to this Agreement is
effectively connected with the conduct of a trade or business in the United
States, (ii) Internal Revenue Service Form W-9, as appropriate, or any successor
form prescribed by the Internal Revenue Service, and (iii) any other form or
certificate required by any taxing authority (including any certificate required
by Sections 871(h) and 881(c) of the Internal Revenue Code), certifying that
such Bank is entitled to an exemption from or a reduced rate of tax on payments
pursuant to this Agreement or any of the other Loan Documents.
(e)
For any period with respect to which a Bank has
failed to provide the Borrower and the Agent with the appropriate form pursuant
to Section 4.7(d) (unless such failure is due to a change in treaty, law, or
regulation occurring subsequent to the date on which a form originally was
required to be provided), such Bank shall not be entitled to indemnification
under Section 4.7 with respect to Taxes imposed by the United States in excess
of the amount of Taxes that would have been imposed had such Bank provided the
appropriate form; provided, however, that should a Bank, which is otherwise
exempt from or subject to a reduced rate of withholding tax, become subject to
Taxes because of its failure to deliver a form required hereunder, the Borrower
-41shall take such steps as such Bank shall reasonably request to assist such Bank
to recover such Taxes.
(f)
If the Borrower is required to pay additional amounts
to or for the account of any Bank pursuant to this Section 4.7, then such Bank
will agree to use reasonable efforts to change the jurisdiction of its
Applicable Lending Office so as to eliminate or reduce any such additional
payment which may thereafter accrue if such change, in the judgment of such
Bank, is not otherwise disadvantageous to such Bank.
(g)
Within thirty (30) days after the date of any
deduction of taxes, deductions, charges or withholdings from any payments by the
Borrower hereunder or under any other Loan Document, the Borrower shall furnish
to the Agent the original or a certified copy of a receipt evidencing the
payment by the Borrower to the appropriate taxation authority or other authority
of the amount so deducted.
(h)
Without prejudice to the survival of any other
agreement of the Borrower hereunder, the agreement and obligations of the
Borrower contained in this Section 4.7 shall survive the payment in full of
principal and interest hereunder.
4.8.
REDUCTION OR TERMINATION OF THE COMMITMENTS. The
Borrower may at any time or from time to time reduce or terminate the Commitment
of each Bank by giving not less than three (3) full Business Days' prior written
notice to such effect to the Agent; provided, that (i) any partial reduction
shall be in an amount of not less than $5,000,000 or an integral multiple of
$5,000,000 in excess thereof and (ii) the Borrower shall not terminate or reduce

the Commitments if, after giving effect to any concurrent prepayment of the
Loans in accordance with Section 4.3, the sum of the Revolving Credit Exposures
would exceed the total Commitments. Promptly after the Agent's receipt of such
notice of reduction, the Agent shall notify each Bank of the proposed reduction
and such reduction shall be effective on the date specified in Borrower's notice
with respect to such reduction and shall reduce the Commitment of each Bank
proportionately in accordance with its Pro Rata Percentage. After each such
reduction, the commitment fee shall be calculated upon the aggregate Commitments
as so reduced. The Commitment of each Bank shall automatically terminate on the
Maturity Date or in the event of acceleration of the maturity date of the Loans.
Each reduction of the Commitments hereunder shall be irrevocable.
4.9.
INCREASE OF THE COMMITMENTS. At any time and from
time to time during the Availability Period (in aggregate minimum amounts not
less than $25,000,000 (or, if the unused portion of the Commitment Increase is
less than $25,000,000, an amount equal to such unused portion, and incremental
amounts of $5,000,000 in excess thereof), upon 30 days' prior written request to
the Agent, and upon the written consent of the Majority Banks, the Borrower may
seek one or more financial institutions to take a Commitment or Commitments in
the aggregate amount of up to $50,000,000 (the "Commitment Increase"). For
purposes of the foregoing, the Agent may from time to time (a) admit additional
Banks under this Agreement (each an "Additional Bank") or (b) at the request of
any Bank, increase the Commitment of such Bank (each an "Increasing Bank"),
provided that (i) any Additional Bank shall be eligible to be a Bank under this
Agreement and admission of such Additional Bank as a party to this Agreement
shall have been consented to by Agent and the Borrower, (ii) the admission of
such Bank as a party to the Canadian Term Loan Facility shall have been
consented to by the "Majority Banks", as such term is defined in the
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Increase the total Commitments shall not exceed $150,000,000; (iv) the Pro Rata
Percentages of the Banks hereunder and under the Canadian Term Loan Facility
shall be adjusted accordingly; (v) none of the Banks shall have any obligation
to increase its Commitment; and (vi) neither the Agent, the Borrower, any Bank
nor any of their respective Affiliates shall have any obligation to find or
arrange for any Additional Bank.
4.10.

EXTENSION OF MATURITY DATE.

(a)
On a Business Day no less than sixty (60) and no more
than ninety (90) days prior to any Extension Election Date, the Borrower may
elect to notify the Agent, in writing (an "Extension Request"), of its request
for an extension of the then scheduled Maturity Date of each Bank's Commitment
(on the terms and conditions set forth herein) for a period of up to one (1)
year from the date of the then scheduled Maturity Date. Each Extension Request
shall be accompanied by a certificate of a Responsible Officer certifying as to
the satisfaction of the applicable conditions set forth in Section 4.10(d).
Promptly after receipt of such request, the Agent shall notify the Banks of such
request. Each Bank shall notify the Agent in writing of its consent to, or
rejection of, such request on or prior to the date 30 days following the date of
the Extension Request. In the event that any Bank fails to so notify the Agent,
that request shall be deemed to have been rejected by such Bank.
(b)
The Commitments shall be extended pursuant to this
Section 4.10 only upon the consent of each Bank, whereupon the Maturity Date
shall be deemed to be extended to the agreed date of extension, but in no event
later than the date which is one (1) year after the date of the Maturity Date in
effect prior to such extension. In the event of the renewal and extension of the
Commitments and the Maturity Date pursuant to this Section 4.10, the terms and
conditions of this Agreement will apply during such renewal and extension period
and, from and after the date of such extension, the term "Maturity Date" shall
mean such date as so renewed and extended. On the date of any such extension, a
Responsible Officer shall deliver to the Agent a certificate of a Responsible
Officer certifying as to the satisfaction of the applicable conditions set forth
in Section 4.10(d).
(c)
In the event any one or more Banks do not approve an
Extension Request (a "Non-Extending Bank"), then the Borrower may, prior to the
then scheduled Maturity Date, at its sole expense and effort, upon five (5)
Business Days' written notice to the Agent and each such Non-Extending Bank (i)
terminate all of the Commitment of each such Non-Extending Bank and (ii)
replace, pursuant to Section 13.10, the Commitment of each such Non-Extending
Bank with one or more financial institutions (which may be any existing Bank
consenting to such an increase of its Commitment) (each, a "Replacement Bank")
so long as at the time of such replacement, each such Replacement Bank consents
to the Extension Request. For purposes of the foregoing, the Agent may from time
to time (a) admit additional lending parties under this Agreement or (b) at the
request of any Bank, increase the Commitment of such Bank, provided that (i) any
Replacement Bank shall be eligible to be a Bank under this Agreement and
admission of such Replacement Bank as a party to this Agreement shall have been
consented to by Agent and the Borrower; (ii) after giving effect to such
replacements, the total Commitments shall remain unchanged; (iii) the Pro Rata
Percentages of the Banks shall be adjusted accordingly; (iv) none of the Banks
shall have any obligation to increase
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its Commitment; and (v) neither the Agent, the Borrower, any Bank nor any of
their respective Affiliates shall have any obligation to find or arrange for any
Replacement Bank.
(d)
If the Maturity Date is extended, all of the other
terms and conditions of this Agreement and the other Loan Documents shall remain
in full force and effect and unmodified, except for the new scheduled Maturity
Date. Any extension of the Maturity Date is subject to the satisfaction of each
of the following additional conditions:
(i)
The representations and warranties of the Borrower,
each Pledgor and each Guarantor set forth in this Agreement or any
other Loan Document shall be true and correct in all material respects
on the date that the Extension Request is given to the Agent and on the
first day of the extension (except to the extent such representations
and warranties relate to a specified date, in which case they shall be
true and correct as of such date);
(ii)
no Default or Event of Default has occurred and is
continuing on the date on which the Borrower gives the Agent the
Extension Request or on the first day of the extension;
(iii)
the Borrower shall have paid to the Agent all amounts
that are due and payable on or prior to the first day of the extension
to any of the Banks, the Issuing Bank and the Agent under the Loan
Documents;
(iv)
the Borrower shall pay for any and all out-of-pocket
costs and expenses, including, reasonable attorneys' fees and
disbursements, incurred by the Agent in connection with or arising out
of the extension of the Maturity Date for which it has received
invoices in customary and reasonable detail;
(v)
both on the date on which the Extension Request is
given to the Agent and on the first day of the extension, no change in
the business, assets, management, operations, financial condition or
prospects of the Borrower and its Subsidiaries, as a whole, shall have
occurred since the date of the most recent financial statements
delivered pursuant to Section 9.1(a), which change has or is reasonably
likely to have a Material Adverse Effect; and
(vi)
the Borrower shall execute and deliver to Agent a
renewal and extension agreement and such other documents, financial
statements, instruments, certificates, opinions of counsel, reports, or
amendments to the Loan Documents as the Agent shall reasonably request.
4.11.
PAYMENTS ON BUSINESS DAY. Whenever any payment or
prepayment hereunder shall be stated to be due on a day other than a Business
Day, such payment shall be made on the next succeeding Business Day, and such
extension of time shall in such case be included in the computation of payment
of interest; provided, however, if such extension would cause payment of
interest on or principal of Eurodollar Loans to be made in the next following
calendar month, such payment shall be made on the next preceding Business Day.
-444.12.
PAYMENT OF ADJUSTMENT AMOUNTS. Within two (2)
Business Days following notice of the Agent's calculation of the Adjustment
Amount, the Borrower shall pay to the Agent, for distribution to the Banks based
on the Banks' pro rata interests under the Canadian Term Loan Facility, the
Adjustment Amount, if any, applicable for such date. If the Borrower disagrees
with the calculation of the Adjustment Amount set forth in any corresponding
notice thereof from the Agent, the Agent shall promptly following its receipt of
Borrower's notice of such disagreement provide to the Borrower a certificate
setting forth in reasonable detail its computation thereof. Each determination
of the Adjustment Amount by the Agent shall be conclusive and binding upon the
Borrower and the Banks in the absence of manifest error. Notwithstanding
anything herein to the contrary, (i) the payment and distribution of Adjustment
Amounts shall be based on the Banks' pro rata interests under the Canadian Term
Loan Facility, if any, for such date and (ii) if after giving effect to such
payment there remains any undistributed portion of such Adjustment Amount, the
amount thereof shall be delivered by the Borrower to the Agent for distribution
to the Term Lenders such that after giving effect thereto each Term Lender shall
have been paid its pro rata share of the Adjustment Amount.
5.

COMMITMENT FEE AND OTHER FEES.

5.1.
COMMITMENT FEE. The Borrower agrees to pay to the
Agent for the account of each Bank a commitment fee computed on a daily basis of
a year of 360 days from the Closing Date to, but not including, the earlier of
the Maturity Date or the termination of the Commitment of such Bank, at the
Applicable Margin per annum on the daily average amount of such Bank's Unused
Commitment, such commitment fee to be payable in arrears 61 days after the end
of each fiscal quarterly period of each year and on the date the Commitments
terminate, commencing on the first such date to occur after the date hereof. For
purposes of computing commitment fees with respect to Commitments, a Commitment
of a Bank shall be deemed to be used to the extent of the outstanding Revolving
Loans and LC Exposure of such Bank (and the Swingline Exposure of such Bank

shall be disregarded for such purpose).
5.2.
ARRANGEMENT FEE. The Borrower agrees to pay to J.P.
Morgan Securities Inc. for its own account the arrangement fees payable in the
amounts and at the times separately agreed upon between the Borrower and J.P.
Morgan Securities Inc.
5.3.

INTENTIONALLY LEFT BLANK

5.4.
ADMINISTRATIVE AGENCY FEE. The Borrower agrees to pay
to the Agent, for its own account, administrative agency fees payable in the
amounts and at the times separately agreed upon between the Borrower and the
Agent.
5.5.

LETTER OF CREDIT FEES.

(a)
The Borrower agrees to pay the Agent for distribution
to the Banks (based upon their respective Pro Rata Percentage) a fee in respect
of each Letter of Credit issued for the account of the Borrower (the "Letter of
Credit Fee"), equal to the greater of (i) amount to be computed at a rate per
annum equal to the Applicable Margin on the Stated Amount of such Letter of
Credit and (ii) $250.00.
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The Borrower agrees to pay to the Issuing Bank for
its own account a fronting fee for each Letter of Credit issued hereunder, equal
to an amount to be computed at a rate per annum equal to .125% on the Stated
Amount of such Letter of Credit.
(c)
Fees due to the Agent and the Issuing Bank pursuant
to this Section 5.5 shall be computed on the basis of a year of 360 days and,
(i) as to standby Letters of Credit, shall be due and payable in arrears 61 days
after the end of each fiscal quarterly period, the first such payment to be made
on the first such payment date for which such Letter of Credit is outstanding
hereunder for which no such fees shall heretofore have been paid, and on the
date such Letter of Credit expires and (ii) as to commercial Letters of Credit,
shall be paid at issuance.
5.6.
FEES NOT INTEREST; NONPAYMENT. The fees described in
this Agreement represent compensation for services rendered and to be rendered
separate and apart from the lending of money or the provision of credit and do
not constitute compensation for the use, detention, or forbearance of money,
and, subject to Section 13.11, the obligation of the Borrower to pay each fee
described herein shall be in addition to, and not in lieu of, the obligation of
the Borrower to pay interest, other fees described in this Agreement, and
expenses otherwise described in this Agreement. Fees shall be payable when due
in Dollars and in immediately available funds. Subject to Section 13.11 hereof,
all fees, including, without limitation, the commitment fee referred to in
Section 5.1, shall be non-refundable, and shall, to the fullest extent permitted
by Law, bear interest, if not paid when due, at a rate per annum equal to the
lesser of (a) 2% above the Alternate Base Rate or (b) the Highest Lawful Rate.
Each determination of an interest rate by the Agent shall be conclusive and
binding on the Borrower and the Banks in the absence of manifest error.
6.
APPLICATION OF PROCEEDS. The Borrower agrees that the proceeds
of the Loans shall be used for (i) repayment in full of the Existing Credit
Agreement, (ii) Acquisitions permitted under Section 10.13, and (iii) general
corporate purposes and working capital needs.
7.
warrants that:

REPRESENTATIONS AND WARRANTIES. The Borrower represents and

7.1.
ORGANIZATION AND QUALIFICATION. The Borrower and each
Restricted Subsidiary (a) is duly organized, validly existing, and in good
standing under the laws of its jurisdiction of organization; (b) has the power
and authority to own its properties and to carry on its business as now
conducted; and (c) is duly qualified to do business and is in good standing in
every jurisdiction where such qualification is necessary and where failure to be
so qualified would have a Material Adverse Effect.
7.2.
FINANCIAL STATEMENTS. The Borrower has furnished the
Banks with its audited consolidated financial statements for the Fiscal Years
2000 and 2001 and its unaudited consolidated financial statements for the fiscal
quarters ended April 4, 2002, August 3, 2002 and November 2, 2002, certified by
its chief financial officer, including balance sheets, income and cash flow
statements. The statements described above have been prepared in conformity with
GAAP. The statements described above fully and fairly present the consolidated
financial condition of the Borrower and its Subsidiaries and the results of
their operations as at the dates and for the periods indicated. As of the
Closing Date, there has been no event since February 2, 2002 which could
reasonably be expected to have a Material Adverse Effect. As of the Closing
Date, there exists no
-46material contingent liabilities or obligations, unusual long-term commitments or
unrealized losses of the Borrower or any of its Subsidiaries which are not fully

disclosed in such financial statements or disclosed by the Borrower to the Agent
in writing.
7.3.
LITIGATION. There is no action, suit or proceeding
pending (or, to the best knowledge of the Borrower, threatened) against the
Borrower or any Subsidiary thereof before any court, administrative agency or
arbitrator (i) which could reasonably be expected to have a Material Adverse
Effect or (ii) that involve any of the Loan Documents or the Transactions.
7.4.
DEFAULT. Neither the Borrower nor any Subsidiary
thereof is in default under or in violation of (i) the provisions of any
instrument evidencing any Debt or of any agreement relating thereto or (ii) any
judgment, order, writ, injunction or decree of any court or any order,
regulation or demand of any Governmental Authority, in each case which default
or violation could reasonably be expected to have a Material Adverse Effect.
There is in effect no waiver or waivers with respect to any loan agreement,
indenture, mortgage, security agreement, lease or other agreement or obligation
to which the Borrower or any Restricted Subsidiary thereof is a party which is
limited as to duration or is subject to the fulfillment of any condition which
if not in effect could reasonably be expected to have a Material Adverse Effect.
7.5.
TITLE TO PROPERTIES. The Borrower and each Restricted
Subsidiary have good and indefeasible title to, or valid leasehold interests in,
its respective material real and personal Properties, in each case, purported to
be owned or leased by it, as the case may be, free of any Liens except those
permitted in Section 10.1. All Leases necessary for the conduct of the business
of the Borrower and each Restricted Subsidiary are valid and subsisting and are
in full force and effect. Each of the Borrower and its Restricted Subsidiaries
owns, or is licensed to use, all trademarks, tradenames, copyrights, patents and
other intellectual property material to its business, and the use thereof by the
Borrower and its Restricted Subsidiaries does not infringe upon the rights of
any Person, except for any such infringements that, individually or in the
aggregate, could not reasonably be expected to result in a Material Adverse
Effect.
7.6.
PAYMENT OF TAXES. The Borrower and each Subsidiary
thereof has filed or caused to be filed all federal, state, provincial and
foreign income tax returns which are required to be filed, and has paid or
caused to be paid all taxes as shown on such returns or on any assessment
received by it to the extent that such taxes have become due, except for such
taxes and assessments as are being contested in good faith in appropriate
proceedings and reserved for in accordance with GAAP in the manner required by
Section 9.10.
7.7.
CONFLICTING OR ADVERSE AGREEMENTS OR RESTRICTIONS.
Neither Borrower nor any Subsidiary thereof is a party to any contract or
agreement or subject to any restriction which could reasonably be expected to
have a Material Adverse Effect. Neither the execution and delivery by Borrower
or any Subsidiary of the Loan Documents to which it is a party nor the
consummation by it of the transactions contemplated thereby nor its fulfillment
and compliance with the respective terms, conditions and provisions thereof will
(i) result in a breach of, or constitute a default under, the provisions of (a)
any order, writ, injunction or decree of any court which is applicable to it or
(b) any material contract or agreement to which it is a party or by which it is
bound, (ii) result in or require the creation or imposition of any Lien on any
of its property pursuant to the express
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any violation by it of (a) its charter, bylaws or other organizational documents
or (b) any Law or regulation of any Governmental Authority applicable to it.
7.8.
AUTHORIZATION, VALIDITY, ETC. The Borrower and each
Subsidiary thereof has the power and authority to make, execute, deliver and
carry out the Loan Documents to which it is a party and the transactions
contemplated therein and to perform its obligations thereunder and all such
action has been duly authorized by all necessary proceedings on its part. The
Loan Documents to which it is a party have been duly and validly executed and
delivered by the Borrower and each Subsidiary thereof and constitute valid and
legally binding agreements of the Borrower and each Subsidiary thereof
enforceable in accordance with their respective terms, except as limited by
Debtor Laws.
7.9.
INVESTMENT COMPANY ACT NOT APPLICABLE. Neither
Borrower nor any Subsidiary thereof is an "investment company", or a company
"controlled" by an "investment company", within the meaning of the Investment
Company Act of 1940, as amended.
7.10.
PUBLIC UTILITY HOLDING COMPANY ACT NOT APPLICABLE.
Neither Borrower nor any Subsidiary thereof is a "holding company", or a
"subsidiary company" of a "holding company", or an "affiliate" of a "holding
company", or an affiliate of a "subsidiary company" of a "holding company", or a
"public utility", as such terms are defined in the Public Utility Holding
Company Act of 1935, as amended.
7.11.
MARGIN STOCK. Neither the Borrower nor any Subsidiary
thereof is engaged in the business of extending credit for the purpose of
purchasing or carrying Margin Stock, and no proceeds of any Loan will be used

(a) to purchase or carry any Margin Stock or to extend credit to others for the
purpose of purchasing or carrying any Margin Stock; (b) to reduce or retire any
Debt which was originally incurred to purchase or carry any such Margin Stock;
(c) for any other purpose which might constitute this transaction a "purpose
credit" within the meaning of Regulation U or X; or (d) to acquire any security
of any Person who is subject to Sections 13 and 14 of the Securities Exchange
Act. After applying the proceeds of each Loan, not more than twenty-five percent
(25%) of the value (as determined in accordance with Regulation U) of the
Borrower's assets is represented by Margin Stock. Neither the Borrower nor any
Subsidiary thereof, nor any Person acting on behalf of the Borrower or any
Subsidiary, has taken or will take any action which might cause any Loan
Document to violate Regulation U or X or any other regulation of the Board of
Governors of the Federal Reserve System.
7.12.
ERISA. Neither the Borrower nor any ERISA Affiliate
has ever established, maintained, contributed to or been obligated to contribute
to, and neither the Borrower and each ERISA Affiliate nor any ERISA Affiliate
has any liability or obligation with respect to any PBGC Plan, Multiemployer
Plan or Multiple Employer Plan. Neither the Borrower nor any ERISA Affiliate has
any present intention to establish a PBGC Plan, a Multiemployer Plan or a
Multiple Employer Plan. Neither the Borrower nor any ERISA Affiliate has ever
established, maintained, contributed to or been obligated to contribute to any
employee welfare benefit plan (as defined in Section 3(1) of ERISA) which
provides benefits to retired employees (other than as required by Section 601 of
ERISA). The Borrower and each ERISA Affiliate is in compliance in all material
respects with all
-48applicable provisions of ERISA and the Code with respect to each Plan, including
the fiduciary provisions thereof, and each Plan is, and has been, maintained in
compliance in all material respects with ERISA and, where applicable, the Code.
Full payment when due has (and, on the Closing Date will have) been made of all
amounts which the Borrower and each ERISA Affiliate is required under the terms
of each Plan or applicable law to have paid as contributions to such Plan as of
the date hereof.
7.13.
FULL DISCLOSURE. All information heretofore or
contemporaneously furnished by or on behalf of the Borrower or any Subsidiary
thereof in writing to the Agent or any Bank for purposes of or in connection
with this Agreement or any transaction contemplated hereby is (including,
without limitation, the Information Memorandum) and all other such information
hereafter furnished by or on behalf of the Borrower or any Subsidiary thereof in
writing to the Agent or any Bank will be, (a) true and accurate in all material
respects on the date as of which such information is dated or certified and (b)
taken as a whole with all such written information provided to the Agent or any
Bank, not incomplete by omitting to state any material fact necessary to make
such information not misleading in light of the circumstances under which such
information was provided; provided, that, with respect to projected financial
information, the Borrower represents only that such information was prepared in
good faith based upon assumptions believed to be reasonable at the time. There
is no fact known to the Borrower or any Subsidiary which is reasonably likely to
have a Material Adverse Effect, which has not been disclosed herein or in such
other written documents, information or certificates furnished to the Agent and
the Banks for use in connection with the transactions contemplated hereby.
7.14.

ENVIRONMENTAL MATTERS.

(a)
Neither the Borrower nor any Subsidiary thereof (i)
has received any summons, citation, directive, letter, notice or other form of
communication, or otherwise learned of any claim, demand, action, event,
condition, report or investigation indicating or concerning any potential or
actual liability which would individually, or in the aggregate, have a Material
Adverse Effect arising in connection with (A) any noncompliance with, or
violation of, the requirements of any Environmental Protection Statute; (B) the
release, or threatened release, of any Hazardous Materials into the environment;
or (C) the existence of any Environmental Lien on any Property of the Borrower
or any Subsidiary; or (ii) has any actual or, to its knowledge, threatened
liability to any Person under any Environmental Protection Statute which would,
individually or in the aggregate, have a Material Adverse Effect.
(b)
The Borrower and each Subsidiary thereof has obtained
all consents, licenses or permits which are required under all Environmental
Protection Statutes (including, without limitation, laws relating to emissions,
discharges, releases or threatened releases of Hazardous Materials into the
environment (including, without limitation, air, surface water, ground water or
land) or otherwise relating to the manufacture, processing, distribution, use,
treatment, storage, disposal, transport or handling of Hazardous Materials),
except to the extent that failure to have or obtain any such consent, license or
permit does not have a Material Adverse Effect. The Borrower and each Subsidiary
thereof is in compliance with all terms and conditions of the consents, licenses
or permits required to be obtained by it, and is also in compliance with all
other limitations, restrictions, conditions, standards, prohibitions,
requirements, obligations, schedules and timetables
-49contained in those laws or contained in any regulation, code, plan, order,

injunction, notice or demand letter issued, entered, promulgated or approved
thereunder, except to the extent that failure to comply does not have a Material
Adverse Effect.
7.15.
PERMITS AND LICENSES. All material permits, licenses
and other Governmental Approvals necessary for the Borrower and its Restricted
Subsidiaries to carry on their respective businesses have been obtained and are
in full force and effect and neither the Borrower nor any Subsidiary is in
material breach of the foregoing. The Borrower and each Restricted Subsidiary
thereof own, or possess adequate licenses or other valid rights to use, all
trademarks, trade names, service marks, copyrights, patents and applications
therefore which are material to the conduct of the business, operations or
financial condition of the Borrower or such Restricted Subsidiary.
7.16.
SOLVENCY. As of the Closing Date, upon giving effect
to the execution and delivery of the Loan Documents by each party thereto, the
following are true and correct:
(a)
The fair saleable value of the assets of the Borrower
and each Subsidiary exceeds the amount that will be required to be paid
on, or in respect of, the existing debts and other liabilities
(including, without limitation, pending or overtly threatened
litigation in reasonably foreseeable amounts in excess of effective
insurance coverage and all other contingent liabilities) of the
Borrower and each Subsidiary as they mature;
(b)
The assets of the Borrower and each Subsidiary do not
constitute unreasonably small capital for it to carry out its business
as now conducted and as proposed to be conducted including its capital
needs, taking into account the particular capital requirements of the
business conducted by it, and reasonably projected capital requirements
and capital availability thereof; and
(c)
Neither the Borrower, nor any Subsidiary, intends to
incur debts beyond its ability to pay such debts as they mature (taking
into account the timing and amounts of cash reasonably expected to be
received by the Borrower and such Subsidiary, as the case may be, and
of amounts reasonably expected to be payable on or in respect of debt
of the Borrower and such Subsidiary, as the case may be).
7.17.
CAPITAL STRUCTURE. As of the Closing Date, the
Borrower owns the percentage of all classes of Capital Stock of each Subsidiary
and the ownership of each such Subsidiary and the ownership of Borrower as of
the date hereof is as set forth on Schedule 7.17 attached hereto. Except for the
Subsidiaries described on Schedule 7.17 or as otherwise notified to the Agent in
writing pursuant to Section 9.1(i), the Borrower has no other Subsidiaries. As
of the Closing Date, Borrower has no partnership or joint venture interests in
any other Person except as set forth in Schedule 7.17. All of the issued and
outstanding shares of Capital Stock of the Borrower and each Subsidiary are
fully paid and nonassessable and, except as created by the Pledge Agreements are
free and clear of any Lien. As of the Closing Date, each Non-Guaranteeing
Restricted Subsidiary is set forth on Schedule 7.17.
7.18.
INSURANCE. The Borrower and each Subsidiary maintain
insurance of such types as is usually carried by corporations of established
reputation engaged in the same or similar business and which are similarly
situated ("Similar Businesses") with financially sound and
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or similar insurance, in an insurance fund or by self-insurance authorized by
the jurisdiction in which its operations are carried on), and in such amounts as
such insurance is usually carried by Similar Businesses. Schedule 7.18 sets
forth a description of all insurance maintained by or on behalf of the Borrower
and its Subsidiaries as of the Closing Date. As of the Closing Date, all
premiums in respect of such insurance which are then due and payable have been
paid except for such premiums as are subject to good faith dispute and the
coverage of which remains in force, except as to trivial and insignificant
coverage scope.
7.19.
COMPLIANCE WITH LAWS. The business and operations of
the Borrower and each Restricted Subsidiary as conducted at all times have been
and are in compliance in all respects with all applicable Laws, except where the
failure to so comply could not reasonably be expected to have a Material Adverse
Effect.
7.20.
NO CONSENT. Except to the extent the same has already
been obtained, no authorization or approval or other action by, and no notice to
or filing with, any Person or any Governmental Authority is required for the due
execution, delivery and performance by the Borrower or any Subsidiary thereof of
this Agreement or any other Loan Document to which it is a party, the borrowings
hereunder or issuance of Letters of Credit, in each case as contemplated herein,
or the effectuation of the transactions contemplated under any Loan Document to
which it is a party.
8.

CONDITIONS.
8.1.

CLOSING DATE. The obligations of the Banks to make

Loans and of the Issuing Bank to issue Letters of Credit hereunder shall not
become effective until the date on which each of the following conditions is
satisfied (or waived in accordance with Section 13.18):
(a)
Approvals. The Borrower shall have obtained all
orders, approvals or consents of all Persons required for the
execution, delivery and performance by the Borrower and each Subsidiary
of each Loan Document to which it is a party.
(b)
Compliance with Law. The business and operations of
the Borrower and each Subsidiary as conducted at all times relevant to
the transactions contemplated by this Agreement to and including the
close of business on the Closing Date shall have been and shall be in
compliance (other than any failure to be in compliance that could not
reasonably be expected to result in a Material Adverse Effect) with all
applicable Laws. No Law shall prohibit the transactions contemplated by
the Loan Documents. No order, judgment or decree of any Governmental
Authority, and no action, suit, investigation or proceeding pending or
threatened in any court or before any arbitrator or Governmental
Authority that purports to affect the Borrower or any Subsidiary, shall
exist that could reasonably be expected to have a Material Adverse
Effect.
(c)
Officer's Certificate. On the Closing Date, the Agent
shall have received a certificate dated the Closing Date of a
Responsible Officer of the Borrower (with a copy thereof for each Bank)
certifying that (i) there has not occurred a material adverse change in
the business, assets, operations, condition (financial or otherwise) or
prospects of the Borrower and its Subsidiaries or in the facts and
information regarding such Persons as
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statements dated February 2, 2002, (ii) the Borrower and its Restricted
Subsidiaries are in compliance with all existing financial obligations,
(iii) no Default or Event of Default shall have occurred and be
continuing, and (iv) the representations and warranties of the Borrower
and each Restricted Subsidiary contained in the Loan Documents (other
than those representations and warranties limited by their terms to a
specific date, in which case they shall be true and correct as of such
date) shall be true and correct on and as of the Closing Date.
(d)
Insurance. On the Closing Date, the Agent shall have
received all such information as the Agent shall reasonably request
concerning the insurance maintained by the Borrower and each
Subsidiary.
(e)
Payment of Fees and Expenses. Payment of (i) all fees
due and owing and described in Section 5 hereof and (ii) the reasonable
expenses of, or incurred by, the Agent and counsel, to the extent
billed as of the Closing Date, to and including the Closing Date in
connection with the negotiation and closing of the transactions
contemplated herein.
(f)

[Intentionally omitted]

(g)
Canadian Term Credit Facility. The conditions set
forth in Section 8.1 of the Canadian Term Credit Facility shall be
satisfied (or waived pursuant to the terms thereof), which agreement
shall be on terms and conditions reasonably satisfactory to the Banks.
(h)
Existing Credit Agreement. Contemporaneous with, and
with the initial use of the proceeds from, the initial Borrowing, the
Borrower shall have terminated and repaid in full of the Existing
Credit Agreement, and replaced, or, satisfactory to the Agent,
otherwise provided for, the letters of credit issued and outstanding
thereunder.
(i)
Required Documents and Certificates. On the Closing
Date, the Banks shall have received the following, in each case in
form, scope and substance satisfactory to the Banks:
(i)
this Agreement executed and delivered on
behalf of each party hereto;
(ii)
the Guaranty, executed and delivered by each
Restricted Subsidiary (other than any Non-Guaranteeing
Restricted Subsidiary, Moores The Suit People U.S., Inc. and
Chelsea Market Systems LLC) existing as of the Closing Date;
(iii)
the Pledge Agreement, executed and delivered
on behalf of each party thereto, together with (y) any
certificates representing all shares of such stock so pledged
and for each such certificate a stock power executed in blank
and (z) any instruments evidencing Debt so pledged;
(iv)
an Officer's Certificate from the Borrower,
each Guarantor and each Pledgor dated as of the Closing Date

certifying, inter alia, (A) Articles of Incorporation or
Bylaws (or equivalent corporate documents), as amended and in
effect of such Person; (B) resolutions duly adopted by the
Board of Directors of such
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Documents to which it is a party and (C) the incumbency and
specimen signatures of the officers of such Person executing
documents on its behalf;
(v)
a certificate from the appropriate public
official of each jurisdiction in which the Borrower and each
Subsidiary is organized as to the continued existence and good
standing of such Person;
(vi)
a certificate from the appropriate public
official of each jurisdiction in which the Borrower and each
Subsidiary is authorized and qualified to do business as to
the due qualification and good standing of such Person, where
failure to be so qualified or certified is reasonably likely
to have a Material Adverse Effect;
(vii)
legal opinions in form, substance and scope
satisfactory to the Agent from counsel for, and issued upon
the express instructions of, the Borrower;
(viii)
certified copies of Requests for Information
of Copies (Form UCC-11), or equivalent reports, for the States
of Delaware, Texas and California listing all effective
financing statements which name the Borrower and each
Subsidiary (under its present name, any trade names and any
previous names) as debtor and which are filed, together with
copies of all such financing statements;
(ix)
the Intercreditor Agreement, duly executed
and delivered by the parties thereto;
(x)
Section 7.2; and

the financial statements referred to in

(xi)
any other documents reasonably requested by
the Agent prior to the Closing Date.
In addition, as of the Closing Date, all legal matters
incident to the transactions herein contemplated shall be satisfactory to the
Agent and the Banks.
The Agent shall notify the Borrower and the Banks of the
Closing Date, and such notice shall be conclusive and binding. Notwithstanding
the foregoing, the obligations of the Banks to make Loans and of the Issuing
Bank to issue Letters of Credit hereunder shall not become effective unless each
of the foregoing conditions is satisfied (or waived pursuant to Section 13.18)
at or prior to 3:00 p.m., Houston time, on January 31, 2003 (and, in the event
such conditions are not so satisfied or waived, the Commitments shall terminate
at such time).
8.2.
CONDITIONS TO EACH LOAN AND LETTER OF CREDIT. The
obligation of the Banks to make, continue and convert each Loan and of the
Issuing Bank to issue, renew and extend any Letter of Credit (or any amendment
which increases the Stated Amount thereof), is subject to the following
conditions:
(a)
Representations True and No Defaults. (i) The
representations and warranties of the Borrower and each Subsidiary
contained in the Loan Documents (other than those
-53representations and warranties limited by their terms to a specific
date, in which case they shall be true and correct as of such date)
shall be true and correct on and as of the particular Borrowing Date or
the applicable Conversion/Continuation Date or on the date of issuance,
renewal or extension of any Letter of Credit, as the case may be, as
though made on and as of such date; (ii) no event has occurred since
the date of the most recent financial statements delivered pursuant to
Section 9.1(a) (or in the case of a Borrowing prior to the delivery of
such statements, February 4, 2002), that has caused or could reasonably
be expected to cause a Material Adverse Effect; and (iii) no Event of
Default or Default shall have occurred and be continuing or result
therefrom.
(b)
Borrowing Documents. On each Borrowing Date, the
Agent shall have received a Notice of Borrowing in respect of the
Revolving Loans delivered in accordance with Section 2.2.
(c)

Conversion/Continuation Documents. On each

Conversion/Continuation Date, the Agent shall have received a Notice of
Rate Change/Continuation.
(d)
Letter of Credit Documents. On the date of the
issuance, renewal or extension of any Letter of Credit (or any
amendment which increases the Stated Amount thereof), the Agent shall
have received a Letter of Credit Request, delivered in accordance with
Section 2.4.
9.
AFFIRMATIVE COVENANTS. The Borrower covenants and agrees that,
so long as any Loan shall remain unpaid, any Letter of Credit shall remain
outstanding, or any Bank shall have any Commitment hereunder, the Borrower will:
9.1.
REPORTING AND NOTICE REQUIREMENTS. Furnish to the
Agent (with a copy for each Bank) for delivery to the Banks:
(a)
Quarterly Financial Statements. As soon as available
and in any event within sixty (60) days after the end of each fiscal
quarter of the Borrower (excluding the fourth quarter), consolidated
balance sheets of the Borrower and its Subsidiaries as of the end of
such quarter and consolidated statements of earnings, shareholders'
equity and cash flow of the Borrower and its Subsidiaries for the
period commencing at the end of the previous Fiscal Year of the
Borrower and ending with the end of such fiscal quarter, setting forth
in each case in comparative form corresponding consolidated figures for
the corresponding period in the immediately preceding Fiscal Year of
the Borrower, all in reasonable detail and certified by a Responsible
Officer as presenting fairly the consolidated financial position of the
Borrower and its Subsidiaries as of the date indicated and the results
of their operations for the period indicated in conformity with GAAP,
consistently applied, subject to changes resulting from year-end audit
adjustments.
(b)
Annual Financial Statements. As soon as available and
in any event within one hundred five (105) days after the end of each
Fiscal Year of the Borrower, audited consolidated statements of
earnings, shareholders' equity and cash flow of the Borrower and its
Subsidiaries for such Fiscal Year, and audited consolidated balance
sheets of the Borrower and its Subsidiaries as of the end of such
Fiscal Year, setting forth in each case in
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preceding year, all in reasonable detail and satisfactory in form,
substance, and scope to the Agent, together with the unqualified
opinion of Deloitte & Touche LLP or other independent certified public
accountants of recognized national standing selected by the Borrower
stating that such financial statements fairly present the consolidated
financial position of the Borrower and its Subsidiaries as of the date
indicated and the consolidated results of their operations and cash
flow for the period indicated in conformity with GAAP, consistently
applied (except for such inconsistencies which may be disclosed in such
report), and that the audit by such accountants in connection with such
consolidated financial statements has been made in accordance with
generally accepted auditing standards.
(c)
Consolidated Statements. In the event that the
Borrower or any of its Restricted Subsidiaries have made an Investment
in an Unrestricted Subsidiary and such Investment continues to be
outstanding, consolidated financial statements (balance sheets,
statements of earnings, shareholders' equity and cash flow) of the
Borrower and Restricted Subsidiaries. The consolidated financial
statements referred to in this Section 9.1(c) will be provided within
the time frame specified in Section 9.1(a) or 9.1(b), as appropriate,
but will not be subject to audit and will not include customary
footnotes.
(d)
Compliance Certificate. Together with the delivery of
any information required by Subsection (a) and Subsection (b) of this
Section 9.1, a certificate in the form of Exhibit D hereto signed by a
Responsible Officer, (i) stating that there exists no Event of Default
or Default, or if any Event of Default or Default exists, specifying
the nature thereof, the period of existence thereof, and what action
the Borrower proposes to take with respect thereto; and (ii) setting
forth such schedules, computations and other information as may be
required to demonstrate that the Borrower is in compliance with its
covenants in Sections 10.2, 10.3, 10.5, 10.13 and 10.14 hereof.
(e)
Notice of Default. Promptly after any Responsible
Officer or the Corporate Controller of the Borrower knows or has reason
to know that any Default or Event of Default has occurred, a written
statement of a Responsible Officer of the Borrower setting forth the
details of such event and the action which the Borrower has taken or
proposes to take with respect thereto.
(f)
Notice of Litigation. Promptly after any Responsible
Officer or the Corporate Controller of the Borrower or of any
Subsidiary obtaining knowledge of the commencement thereof, notice of

any litigation, legal, administrative or arbitral proceeding,
investigation or other action of any nature which involves the
reasonable possibility of any judgment or liability which could have a
Material Adverse Effect and which notice does not require a waiver of
the attorney-client privilege in respect of such litigation, proceeding
or investigation, and upon request by the Agent or any Bank, details
regarding such litigation which are satisfactory to the Agent or such
Bank.
(g)
Securities Filings. Promptly after the sending or
filing thereof and in any event within fifteen (15) days thereof,
copies of all reports which the Borrower sends to any of its security
holders, and copies of all reports (including each regular and periodic
report (excluding registration statements on Form S-8)) and each
registration statement or
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Securities and Exchange Commission or any national securities exchange.
(h)
ERISA Notices, Information and Compliance. The
Borrower will, and will cause each of its ERISA Affiliates to deliver
to the Agent, as soon as possible and in any event within ten (10) days
after the Borrower or any of its ERISA Affiliates knows of the
occurrence of any of the following, a certificate of the chief
financial officer of the Borrower (or, if applicable, of the ERISA
Affiliate) setting forth the details as to such occurrence and the
action, if any, which the Borrower or ERISA Affiliate is required or
proposes to take, together with any notices required or proposed to be
given or filed with or by the Borrower, an ERISA Affiliate, the PBGC or
plan administrator with respect thereto:
(i)
the establishment or adoption of any PBGC
Plan, Multiemployer Plan or Multiple Employer Plan by the
Borrower or any ERISA Affiliate on or after the Effective Date
(a "Future Plan");
(ii)
the occurrence of an ERISA Event with
respect to any Future Plan;
(iii)
the existence of an accumulated funding
deficiency (within the meaning of Section 302 of ERISA) with
respect to any Future Plan as determined as of the end of each
Fiscal Year of the Future Plan;
(iv)
the making of an application to the
Secretary of the Treasury for a waiver or modification of the
minimum funding standard (including any required installment
payments) or extension of any amortization period under
Section 412 of the Code with respect to any Future Plan;
(v)
the institution of a proceeding pursuant to
Section 515 of ERISA to collect delinquent contributions from
the Borrower or an ERISA Affiliate with respect to a Future
Plan;
(vi)
the occurrence of any "prohibited
transaction" as described in Section 406 of ERISA or in
Section 4975 of the Code, in connection with any Plan or any
trust created thereunder; or
(vii)
the failure to pay when due all amounts that
the Borrower or any ERISA Affiliate is required under the
terms of each Plan or applicable law to have paid as a
contribution to such Plan.
Upon written request of the Agent, the Borrower will and will
cause its ERISA Affiliates to obtain and deliver to the Agent, as soon as
possible and in any event within ten (10) days from receipt of the request, a
complete copy of the most recent annual report (Form 5500) of each Plan required
to be filed with the Internal Revenue Service and copies of any other reports or
notices which the Borrower or an ERISA Affiliate files with the Internal Revenue
Service, PBGC or the United States Department of Labor or which the Borrower or
an ERISA Affiliate receives from such Governmental Authority.
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Notice of New Subsidiaries. Within ten (10) days
after the formation or acquisition of any Subsidiary of the Borrower, a
certificate of a Responsible Officer notifying the Agent of such event.
(j)
Notice of Material Adverse Effect. Promptly after any
Responsible Officer or the Corporate Controller of the Borrower knows
or has reason to know of the occurrence of any action or event which
may cause a Material Adverse Effect, a written statement of the
Responsible Officer of the Borrower setting forth the details of such
action or event and the action which the Borrower has taken or proposes

to take with respect thereto.
(k)
Eurodollar Rate Margin Certificate. Within fifty-five
(55) days after the end of each fiscal quarter of the Borrower, a
certificate in the form of Exhibit E hereto signed by a Responsible
Officer, (i) setting forth (x) the ratio of Adjusted Debt to EBITDA
plus Base Rent Expense for the four immediately preceding fiscal
quarterly periods ending on such fiscal quarter, and (y) the resultant
Applicable Margin determined as of the end of the relevant fiscal
quarter for the four fiscal quarters ending on such date and (ii)
setting forth such computations and other financial information as may
be required to determine such ratio of Adjusted Debt to EBITDA plus
Base Rent Expense.
(l)
Other Information. Such other information respecting
the condition or operations, financial or otherwise, of the Borrower or
any of its Subsidiaries as any Bank through the Agent may from time to
time reasonably request.
9.2.
CORPORATE EXISTENCE. Except as otherwise permitted by
Section 10.4, remain, and cause each Restricted Subsidiary to remain, (i) a
corporation duly organized, validly existing, and in good standing under the
laws of its jurisdiction of organization, with the power to own its properties
and to carry on its business; and (ii) duly qualified to do business and in good
standing in every jurisdiction where such qualification is necessary and where
failure to be so qualified would have a Material Adverse Effect.
9.3.
BOOKS AND RECORDS. Maintain, and cause each
Subsidiary to maintain, complete and accurate books of record and account in
accordance with sound accounting practices in which true, full and correct
entries will be made of all its dealings and business affairs.
9.4.
INSURANCE. Maintain, and cause each Subsidiary to
maintain, insurance of such types as Similar Businesses with financially sound
and reputable insurance companies and associations (or as to workers'
compensation or similar insurance, in an insurance fund or by self-insurance
authorized by the jurisdiction in which its operations are carried on),
including without limitation public liability insurance, casualty insurance
against loss or damage to its Properties, assets and businesses now owned or
hereafter acquired, and business interruption insurance, and in such amounts as
such insurance is usually carried by Similar Businesses.
9.5.
RIGHT OF INSPECTION. In each case subject to the last
sentence of this Section 9.5, from time to time during regular business hours
upon reasonable notice to the Borrower and at no cost to the Borrower (unless a
Default or Event of Default shall have occurred and be continuing at such time)
permit, and cause each Subsidiary to permit, any officer, or employee of, or
agent designated by, the Agent or any Bank to visit and inspect any of the
Properties of the Borrower
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or financial records, take copies and extracts therefrom and discuss the
affairs, finances and accounts of the Borrower or any Subsidiary with the
Borrower's or such Subsidiary's officers or certified public accountants
(subject to the agreement of such accountants), all as often as the Agent or any
Bank may reasonably desire. At the request of the Agent, the Borrower will use
its best efforts to assure that its certified public accountants agree to meet
with the Banks to discuss such matters related to the affairs, finances and
accounts of the Borrower or any Subsidiary as they may request; provided that a
representative of the Borrower shall be present during any such discussions with
such certified public accountants. Each of the foregoing inspections shall be
made subject to compliance with applicable safety standards and the same
conditions applicable to Borrower or any Restricted Subsidiary in respect of
property of that Borrower or any Restricted Subsidiary on the premises of
Persons other than Borrower or any Restricted Subsidiary, and all information,
books and records furnished or requested to be furnished, or of which copies,
photocopies or photographs are made or requested to be made, all information to
be investigated or verified and all discussions conducted with any officer,
employee or representative of Borrower or any Restricted Subsidiary shall be
subject to any applicable attorney-client privilege exceptions which Borrower or
any Restricted Subsidiary determines is reasonably necessary and compliance with
conditions to disclosures under non-disclosure agreements between any Borrower
or any Restricted Subsidiary and Persons other than Borrower or any Restricted
Subsidiary and the express undertaking of each Person acting at the direction of
or on behalf of any Bank or Agent to be bound by the confidentiality provisions
of Section 13.21 of this Agreement.
9.6.
MAINTENANCE OF PROPERTY. At all times maintain,
preserve, protect and keep, and cause each Restricted Subsidiary to at all times
maintain, preserve, protect and keep, or cause to be maintained, preserved,
protected and kept, its Property in good repair, working order and condition
(ordinary wear and tear excepted) and, from time to time, will make, or cause to
be made, all repairs, renewals, replacements, extensions, additions, betterments
and improvements to its Property as are appropriate, so that each of (a) (i) the
Borrower and (ii) the Borrower and its Restricted Subsidiaries, taken as a
whole, maintain their current line of business, and (b) the business carried on
in connection therewith may be conducted properly and efficiently at all times.

9.7.

GUARANTEES OF CERTAIN RESTRICTED SUBSIDIARIES; PLEDGE

AGREEMENTS.
(a)
Immediately upon the designation, formation or
acquisition of any Restricted Subsidiary (and until designated an Unrestricted
Subsidiary in accordance with the terms hereof), cause such Restricted
Subsidiary to provide to the Agent for the benefit of the Banks a guaranty of
the obligations of the Borrower under this Agreement which shall be in the form
of the guaranty supplement which is set forth as Exhibit A to the Guaranty
Agreement attached hereto as Exhibit F (each, as amended from time to time, a
"Guaranty"), together with written evidence satisfactory to Agent and its
counsel that such Restricted Subsidiary has taken all corporate and other action
and obtained all consents necessary to duly approve and authorize its execution,
delivery and performance of the Guaranty, any other documents which it is
required to execute, and an opinion of counsel to such Restricted Subsidiary in
form, scope and substance acceptable to the Agent; provided, however, any
Subsidiary organized under the laws of any jurisdiction other than a
jurisdiction located in the United States of America (unless treated as a U.S.
taxpayer under Section 7701 of the Code and the regulations issued thereunder,
or any successor provisions) shall
-58not be required to execute and deliver a Guaranty (any such Restricted
Subsidiary herein referred to as a "Non-Guaranteeing Restricted Subsidiary").
(b)
Immediately upon the designation, formation or
acquisition of any Restricted Subsidiary (and until designated an Unrestricted
Subsidiary in accordance with the terms hereof) the Borrower and any Restricted
Subsidiary which owns any Capital Stock in or Debt of such Restricted Subsidiary
will execute and deliver a Pledge Agreement which shall be in the form of the
supplement which is set forth as Annex-1 to the Pledge Agreement attached hereto
as Exhibit G (as amended from time to time, the "Pledge Agreement") pursuant to
which such Capital Stock and Debt shall be pledged as a lien to secure the
Obligations, which shall be a first priority lien except for Liens permitted by
Section 10.1(i) (except that, if such Restricted Subsidiary is formed in a
jurisdiction outside the United States, such Capital Stock of such Restricted
Subsidiary to be pledged may be limited to 65% of the outstanding shares of
Capital Stock of such Restricted Subsidiary). [Notwithstanding the foregoing, it
is agreed that the Capital Stock of Goldon Moores Finance Company shall not be
required to be so pledged.] Together with the foregoing, each Pledgor shall
deliver to the Agent written evidence satisfactory to the Agent and its counsel
that such Pledgor has taken all corporate and other action and obtained all
consents necessary to duly approve and authorize its execution, delivery and
performance of the Pledge Agreement, any other documents which it is required to
execute, and an opinion of counsel to such Pledgor in form, scope and substance
reasonably acceptable to the Agent.
(c)
It is agreed and understood that the agreement of the
Borrower under this Section 9.7 to cause any such Restricted Subsidiary to
provide to the Agent for the benefit of the Banks a Guaranty and to cause the
Capital Stock and Debt of such Restricted Subsidiary to be pledged as security
for the Obligations is a condition precedent to the making of the Loans and the
issuance of Letters of Credit pursuant to this Agreement and that the entry into
this Agreement by the Banks constitutes good and adequate consideration for the
provision of such Guaranty and Pledge Agreement.
(d)
The Borrower represents and warrants that Moores The
Suit People U.S., Inc. and Chelsea Market Systems LLC are each a de minimis
Subsidiary, and therefore it is agreed that such Subsidiaries shall be
Restricted Subsidiaries but shall not be required to execute a Guaranty, nor
shall the Capital Stock or Debt thereof be required to be pledged, as of the
Closing Date. If there is a substantial increase in the net worth of Moores The
Suit People U.S., Inc. or Chelsea Market Systems LLC after the Closing Date, the
Borrower agrees to cause such Restricted Subsidiary to become a Guarantor and to
cause its Capital Stock and Debt to be pledged upon the request of the Agent.
9.8.
ACCOUNTING PRINCIPLES. If any changes in accounting
principles from those used in the preparation of the financial statements
referenced in Section 9.1 are adopted by the Borrower and such changes result in
a change in the method of calculation or the interpretation of any of the
financial covenants, standards or terms found in Section 9.1, Section 10.13,
Section 10.14 or any other provision of this Agreement, deliver to the Agent a
reconciliation prepared by a Responsible Officer showing the effect of such
changes hereunder; provided that the Borrower and the Banks agree to amend any
such affected terms and provisions so as to reflect such changes with
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financial condition shall be the same after such changes as if such changes had
not been made.
9.9.
PATENTS, TRADEMARKS AND LICENSES. Maintain, and cause
each Restricted Subsidiary to maintain, all assets, licenses, patents,
copyrights, trademarks, service marks, trade names, permits and other
Governmental Approvals necessary to conduct its business except where the

failure to so maintain is not reasonably likely to have a Material Adverse
Effect.
9.10.
TAXES; OBLIGATIONS. Pay and discharge, and cause each
Subsidiary to pay and discharge, before they become delinquent, all taxes,
assessments, and governmental charges or levies imposed upon the Borrower, any
Subsidiary or upon the income or any Property of the Borrower or any Subsidiary
as well as all material claims and obligations of any kind (including, without
limitation, claims for labor, materials, supplies, and rent) which, if unpaid,
might become a Lien upon any Property of the Borrower or any Restricted
Subsidiary; provided, however, that neither the Borrower nor any Subsidiary
shall be required to pay any such tax, assessment, charge, levy or claim if the
amount, applicability or validity thereof shall currently be contested in good
faith by appropriate proceedings diligently conducted by or on behalf of the
Borrower or any such Subsidiary and, if required under GAAP, the Borrower or any
such Subsidiary shall have established adequate reserves therefor.
10.
NEGATIVE COVENANTS. So long as any Loan shall remain unpaid,
any Letter of Credit shall remain outstanding, or any Bank shall have any
Commitment hereunder:
10.1.
LIENS. The Borrower shall not, and shall not permit
any Restricted Subsidiary to, create, assume or permit to exist any Lien
(including the charge upon assets purchased under a conditional sales agreement,
purchase money mortgage, security agreement or other title retention agreement)
upon any of its Properties, whether now owned or hereafter acquired, or assign
or otherwise convey any right to receive income, other than:
(a)

Permitted Liens;

(b)
Liens existing on the Closing Date and described on
Schedule 10.1 attached hereto and made a part hereof and Liens
extending the duration of any such existing Lien; provided that the
principal amount secured by such Lien is not increased and the extended
Lien does not cover any Property of the Borrower or any Restricted
Subsidiary which is not covered by the provisions of the instruments,
as in effect on the Closing Date, providing for the existing Lien
extended thereby;
(c)
Liens on the related leased assets securing only the
Debt permitted by Section 10.2(d) and 10.2(e) hereof, provided such
Lien shall not apply to any other property or asset of the Borrower or
any Restricted Subsidiary;
(d)

Liens created by the Pledge Agreement;

(e)

[intentionally omitted]

(f)

[intentionally omitted]
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(g)
any Lien existing on any Property prior to the
acquisition thereof by the Borrower or any Restricted Subsidiary or
existing on any Property of any Person that becomes a Restricted
Subsidiary after the date hereof prior to the time such Person becomes
a Restricted Subsidiary; provided that (i) such Lien secures only Debt
permitted by Section 10.2(j), (ii) such acquisition constitutes a
Permitted Acquisition, (iii) such Lien is not created in contemplation
of or in connection with such acquisition or such Person becoming a
Restricted Subsidiary, as the case may be, (iv) such Lien shall not
apply to any other property or assets of the Borrower or any Restricted
Subsidiary, (v) such Lien shall secure only those obligations which it
secures on the date of such acquisition or the date such Person becomes
a Restricted Subsidiary, as the case may be, and (vi) no Default or
Event of Default exists or would result therefrom;
(h)
Liens on fixed or capital assets acquired,
constructed, developed or improved by the Borrower or any Restricted
Subsidiary; provided that (i) such Liens secure only Debt permitted by
Section 10.2(f), (ii) such Liens and the Debt secured thereby are
incurred prior to such acquisition or the commercial operations
following completion of such construction, development or improvement,
whichever occurs latest, (iii) the Debt secured thereby does not exceed
the cost of acquiring, constructing, developing or improving such fixed
or capital assets and (iv) such Liens shall not apply to any other
Property or asset of the Borrower or any Restricted Subsidiary;
(i)
Liens on the Pledged Collateral (as defined in the
Pledge Agreement) securing the Debt permitted by Section 10.2(h), which
may be on an equal and ratable basis with Liens created by the Pledge
Agreement; and
(j)
Liens on the Houston Distribution Center incurred in
connection with Debt incurred for the expansion, improvement and
development thereof; provided that (i) such Liens secure only Debt
permitted by Section 10.2(k), (ii) such Liens and the Debt secured
thereby are incurred prior to the commercial operations following
completion of such construction, development and improvement, (iii) the

Debt secured thereby does not exceed of the cost of such construction,
development and improvement, and (iv) such Liens shall not apply to any
other Property or asset of the Borrower or any Restricted Subsidiary.
10.2.
DEBT. The Borrower will not create or suffer to
exist, and will not permit any Restricted Subsidiary to create, incur, assume or
suffer to exist, any Debt except as set forth below, all of which shall be
"Permitted Debt":
(a)
Debt of the Borrower and the Guarantors to the Banks,
the Agent and the Issuing Bank evidenced by any Loan Document;
(b)
in addition to Debt otherwise permitted to be
incurred by the Borrower or any Restricted Subsidiary, as the case may
be, by this Section 10.2, unsecured Debt of the Borrower or any
Restricted Subsidiary to Persons (other than the Borrower or any
Subsidiary) (other than the type of Debt permitted by the other
subsections hereof); provided that (i) at no time shall the aggregate
outstanding principal amount of all such Debt of the Borrower and the
Restricted Subsidiaries permitted by this Section 10.2(b) exceed
$50,000,000, (ii) such Debt shall not be incurred when a Default or
Event of Default exists or
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restrictive than those set forth in the Loan Documents;
(c)
unsecured Debt of the Borrower to any Guarantor, and
unsecured Debt of any Guarantor to the Borrower or any other Guarantor
and unsecured Debt of any Non-Guaranteeing Restricted Subsidiary to the
Borrower or any Guarantor and unsecured Debt of any Non-Guaranteeing
Restricted Subsidiary to any other Non-Guaranteeing Restricted
Subsidiary; provided that (i) in each case the term and provisions of
such Debt shall be subject to Section 10.8, (ii) any such unsecured
Debt of the Borrower or any Guarantor shall be expressly subordinated
in form and substance satisfactory to the Agent to the Obligations,
(iii) any such unsecured Debt is incurred when no Default or Event of
Default exists or would result therefrom, and (iv) the aggregate
principal amount of all Debt of the Non-Guaranteeing Restricted
Subsidiaries to the Borrower and the Guarantors shall be subject to
Section 10.5(i) and shall be evidenced by promissory notes pledged as a
lien to the Agent to secure the Obligations, which shall be a first
priority lien except for Liens permitted by Section 10.1(i);
(d)
Capitalized Lease Obligations of the Borrower or any
Restricted Subsidiary; provided that at no time shall the aggregate
outstanding amount of Debt of the Borrower and its Restricted
Subsidiaries incurred pursuant to this Section 10.2(d) exceed 5% of
Consolidated Net Worth, as measured on a pro forma basis at the time of
each incurrence;
(e)
Debt relating to Sale and Lease-Back Transactions
permitted under Section 10.6(c);
(f)
Debt of the Borrower or any Restricted Subsidiary
incurred to finance the acquisition, construction, development or
improvement of any fixed or capital assets (excluding Capital Lease
Obligations, Debt related to Sale and Lease-Back Transactions and Debt
of the type permitted by Section 10.2(j)); provided that (i) such Debt
is incurred prior to such acquisition or the commercial operations
following completion of such construction, development or improvement,
whichever occurs the latest, and (ii) the aggregate outstanding
principal amount of all Debt incurred pursuant to this clause (f) shall
not exceed 4% of Consolidated Net Worth, as measured on a pro forma
basis at the time of each such incurrence;
(g)
other unsecured Debt of the Borrower or any
Restricted Subsidiary to Persons (other than the Borrower or any
Subsidiary) (other than the type of Debt permitted under the other
subsections hereof) provided that (i) such Debt shall not require any
principal payment, repurchase, redemption or defeasance prior to (or
the deposit of any payment or property or sinking fund payment in
respect of), or have a maturity shorter than, two years after the then
scheduled Maturity Date existing on the incurrence thereof, (ii) such
Debt shall be on terms no more restrictive than those set forth in the
Loan Documents, (iii) such Debt shall not be incurred when a Default or
Event of Default exists or would result therefrom, and (iv) such Debt
shall be expressly subordinated to the payment of the Obligations on
terms acceptable to the Agent;
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Debt of Golden Moores Finance Company under the
Canadian Term Credit Facility in an aggregate principal amount not to
exceed CDN$62,000,000, including unsecured guarantees thereof;
(i)

unsecured Debt of one or more Non-Guaranteeing

Restricted Subsidiaries under one or more revolving credit facilities,
letter of credit facilities, bankers' acceptance facilities or similar
working capital facilities in an aggregate principal amount not to
exceed at any time outstanding CDN$10,000,000, including an unsecured
guarantees thereof by the Borrower or any such Subsidiaries;
(j)
Debt assumed in connection with an Acquisition
permitted by Section 10.13; provided that (i) such Debt existed prior
to such Acquisition and is not created in contemplation of or in
connection with such Acquisition, (ii) the aggregate outstanding
principal amount of all Debt permitted by this Section 10.2(j) shall
not exceed 4% of Consolidated Net Worth, as measured on a pro forma
basis at the time of each such incurrence, (iii) such Debt shall not be
incurred when a Default or Event of Default exists or would result
therefrom, and (iv) prior to such incurrence the Borrower shall deliver
to the Agent an Officer's Certificate setting forth calculations
evidencing pro forma compliance with Section 10.14;
(k)
Debt of the Borrower incurred to finance the
expansion, improvement and development of the Houston Distribution
Center; provided that (i) such Debt is incurred at or prior to the
commercial operations following completion of such expansion,
improvement and development and (ii) the aggregate amount of Debt
permitted by this clause (k) shall not exceed $30,000,000 at any time
outstanding;
(l)
the Hedging Obligations of the Borrower and any
Restricted Subsidiary that are incurred for the purpose of fixing or
hedging interest rate or currency risk with respect to any fixed or
floating rate Debt that is permitted by this Agreement to be
outstanding or any receivable or liability the payment of which is
determined by reference to a foreign currency; provided that the
notional principal amount of any such Hedging Obligation does not
exceed the principal amount of the Debt or any receivable or liability
to which such Hedging Obligation relates; provided that such
obligations are entered into in the ordinary course of business to
hedge or mitigate risks to which the Borrower or any Restricted
Subsidiary is exposed in the conduct of its business or the management
of its liabilities; and
(m)
the letters of credit identified on Schedule 10.2
attached hereto, without giving effect to any extension, renewal,
replacement or increase to any such letter of credit;
; provided, however, in no event shall the aggregate principal amount
of Debt (excluding Debt permitted by Section 10.2 (c), (h), (i) and
(l)) of the Non-Guaranteeing Restricted Subsidiaries exceed $2,000,000
at any one time outstanding.
For purposes of this Section 10.2, any Debt (1) which is
extended, renewed or refunded shall be deemed to have been incurred when
extended, renewed or refunded, (2) of a Person (other than the Borrower or a
Restricted Subsidiary) when it becomes, or is merged into, or is consolidated
with a Restricted Subsidiary or the Borrower shall be deemed to have been
incurred at
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Restricted Subsidiary when it ceases to be a Restricted Subsidiary shall be
deemed to have also been incurred at that time, (4) of a Restricted Subsidiary
which is owing to the Borrower or any other Restricted Subsidiary shall be
deemed to also have been incurred at the time the Borrower or such other
Restricted Subsidiary disposes of such Debt to any Person other than the
Borrower or a Restricted Subsidiary, and (5) which is Debt of the Borrower or a
Restricted Subsidiary consisting of a reimbursement obligation in respect of a
letter of credit or similar instrument shall be deemed to be incurred when such
letter of credit or similar instrument is issued.
10.3.
RESTRICTED PAYMENTS. The Borrower will not directly
or indirectly, and will not permit any Restricted Subsidiary to directly or
indirectly, declare or make any dividend payment or other distribution of
Properties, cash, rights, obligations or securities on account of any shares of
any class of Capital Stock of or any partnership or other interest in the
Borrower or any Subsidiary, or purchase, redeem, retire or otherwise acquire for
value (or permit any Subsidiary to do so) any shares of any class of Capital
Stock of the Borrower or any Subsidiary or any warrants, rights or options to
acquire any such Capital Stock, partnership interests or other interests, now or
hereafter issued, outstanding or created (all the foregoing being herein
collectively referred to as "Restricted Payments"); provided that:
(a)
the Borrower and each Subsidiary may declare and make
any dividend payment or other distribution payable in common stock of
the Borrower or any Subsidiary to the extent that such dividends in
stock are payable only with respect to stock of the same type or class,
(b)
the Borrower and each Restricted Subsidiary (if such
Preferred Stock is issued to the Borrower or any wholly-owned
Restricted Subsidiary) may pay or declare any dividend in respect of

Preferred Stock of the Borrower or such Restricted Subsidiary,
(c)
any Subsidiary may declare and make a dividend or
other distribution to the Borrower or any Restricted Subsidiary;
provided that no Guarantor may declare and make a dividend or other
distribution to any Non-Guaranteeing Restricted Subsidiary, unless such
dividend or distribution is simultaneously dividended to the Borrower
or another Guarantor,
(d)
from and after the Closing Date the Borrower may
repurchase shares of its common stock; provided that after giving
effect to any such payments pursuant to this Section 10.3(d) the
Available Amount shall not be less than zero,
(e)
from and after the Closing Date the Borrower may
purchase, redeem or otherwise acquire shares of Capital Stock in
connection with the payment for the exercise of options granted to an
employee or director pursuant to an employee or director stock option
plan or withhold shares otherwise issuable upon the exercise of an
option in connection with the payment of any federal or state taxes
resulting from the exercise of any such option; provided that after
giving effect to any such payments pursuant to this Section 10.3(e) the
Available Amount shall not be less than zero (for the avoidance of
doubt, the parties hereto acknowledge that the provisions of this
Section 10.3(e) are not intended to limit broker assisted cashless
exercises of stock options granted to an employee or director (i.e.
sales by a broker of shares of Capital Stock subject to any such
options, with the option exercise price
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exercise) paid to the Borrower and any remaining sales proceeds paid to
the employee or director); and
(f)
from and after the Closing Date,
make payments not to exceed an aggregate amount of
shareholders required in connection with any stock
dividend with respect to its common stock in order
issuance of fractional shares of its common stock,

the Borrower may
$500,000 to its
split or stock
to avoid the

further provided however that prior to and after giving effect
to any such proposed Restricted Payment, (other than (i) subsection (b) with
respect to Preferred Stock issued to the Borrower and subsection (c) and (ii)
with respect to subsection (a) and subsection (b), regarding Preferred Stock
issued to other than the Borrower, as determined on the date of declaration) no
Default or Event of Default has occurred or would exist as a result thereof.
10.4.
MERGERS; CONSOLIDATIONS; SALE OR OTHER DISPOSITIONS
OF ALL OR SUBSTANTIALLY ALL ASSETS. The Borrower will not, and will not permit
any Restricted Subsidiary to, merge, amalgamate or consolidate with or into any
other Person, or convey, transfer, lease or otherwise dispose of (whether in one
transaction or in a series of related transactions) all or substantially all of
its assets (i.e., assets which could not otherwise be disposed of pursuant to
Section 10.6) (whether now owned or hereafter acquired) to any other Person;
provided that:
(a)
any Restricted Subsidiary may merge, amalgamate or
consolidate with or into, or convey, transfer, lease or otherwise
dispose of (whether in one transaction or in a series of transactions)
all or substantially all of its assets to, any Guarantor (provided that
in the case of any such merger, amalgamation or consolidation, the
Guarantor shall be the surviving entity);
(b)
any Restricted Subsidiary may merge, amalgamate or
consolidate with or into any Person; provided that the surviving entity
shall be a Guarantor, further provided that prior to and after giving
effect thereto, no Default or Event of Default has occurred or would
exist;
(c)
any Restricted Subsidiary may merge, amalgamate or
consolidate with or into or transfer all or substantially all of its
assets to the Borrower (provided that in the case of any such merger,
amalgamation or consolidation to which the Borrower is a party, the
Borrower shall be the surviving entity);
(d)
the Borrower may merge, amalgamate or consolidate
with or into any Person; provided that in the case of any such merger,
amalgamation or consolidation to which the Borrower is a party, the
Borrower shall be the surviving entity and, further provided that prior
to and after giving effect thereto, no Default or Event of Default has
occurred or would exist; and
(e)
any Non-Guaranteeing Restricted Subsidiary may merge,
amalgamate or consolidate with or into, or convey, transfer, lease or
otherwise dispose of (whether in one transaction or in a series of
transactions) all or substantially all of its assets to, any other
Non-Guaranteeing Restricted Subsidiary;
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foregoing clauses (a) through (e), the non-surviving or transferor
entity may be dissolved or liquidated, as applicable.
10.5.
INVESTMENTS, LOANS AND ADVANCES. The Borrower will
not, and will not permit any Restricted Subsidiary to, (i) (a) make or permit to
remain outstanding any Investment in, (b) endorse, or otherwise be or become
contingently liable, directly or indirectly, for the payment of money or the
obligations, stock or dividends of, (c) own, purchase or acquire any Capital
Stock, obligations, evidences of indebtedness or securities of, or any other
equity interest in (including any option, warrant or other right to acquire any
of the foregoing), or (d) make or permit to remain outstanding any capital
contribution to, any Person (other than in the Borrower or a Guarantor), or (ii)
otherwise make, incur, create, assume or suffer to exist any Investment in any
other Person (other than in the Borrower or a Guarantor), (excluding, in any
event, the contingent liability of a general partner for the obligations of its
partnership arising under law due to the nature of its general partnership
interest) (collectively, "Restricted Investments"), except that:
(a)
the Borrower and its Restricted Subsidiaries may make
or permit to remain outstanding Restricted Investments to the extent
within the restrictions of, and permitted by, Sections 10.4 and 10.6;
(b)
the Borrower or any Restricted Subsidiary may acquire
and own stock, obligations or securities received in settlement of
debts (created in the ordinary course of business) owing to the
Borrower or any Restricted Subsidiary;
(c)
the Borrower or any Restricted Subsidiary may own,
purchase or acquire Cash Equivalents;
(d)
the Borrower or any Restricted Subsidiary may make or
permit to remain outstanding guarantees resulting from endorsement of
instruments for collection in the ordinary course of business;
(e)
the Borrower and its Restricted Subsidiaries may make
or permit to remain outstanding loans to employees (not including
payments covered by subsection (f) of this Section 10.5) made in the
ordinary course of business in an aggregate outstanding amount not to
exceed at any time $4,000,000;
(f)
the Borrower and its Restricted Subsidiaries may make
or permit to remain outstanding payment by the Borrower of premiums on
life insurance policies naming George Zimmer as insured as provided for
in that certain Split-Dollar Agreement, dated November 25, 1994, among
the Borrower, George Zimmer and David Edwab, as Co-Trustee, a copy of
which has been delivered to the Agent, and payment by the Borrower of
premiums on similar life insurance policies naming David Edwab and Eric
Lane as insureds;
(g)
the Borrower and the Restricted Subsidiaries may make
or permit to remain outstanding intercompany loans and advances which
are permitted under Section 10.2(c) hereof;
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the Borrower and its Restricted Subsidiaries may make
or permit to remain outstanding additional Restricted Investments
(other than the types of Restricted Investments permitted under
Subsections (a) through (g) and (i) hereof) (including, without
limitation, Restricted Investments in Unrestricted Subsidiaries),
provided that after giving effect to any such Restricted Investments of
the Borrower and its Restricted Subsidiaries made after the Closing
Date the Available Amount shall not be less than zero and the Adjusted
Available Amount shall not be less than zero; provided that, prior to
and immediately after making such Restricted Investments, no Default or
Event of Default has occurred and is continuing or would exist; and
(i)
the Borrower and its Restricted Subsidiaries may make
or permit to remain outstanding Restricted Investments in
Non-Guaranteeing Restricted Subsidiaries, provided that all such
Restricted Investments of the Borrower, the Term Borrower and the
Guarantors made after the Closing Date shall not exceed $50,000,000 in
the aggregate; provided that, prior to and immediately after making
such Restricted Investments, no Default or Event of Default has
occurred and is continuing or would exist;
provided if such Restricted Investment also constitutes an Acquisition
as that term is defined under Section 10.13 (other than an Acquisition
of a Person simultaneously properly designated as an Unrestricted
Subsidiary), such Restricted Investment will be governed by Section
10.13 hereof in lieu of this Section 10.5.
10.6.
SALE OR OTHER DISPOSITION OF LESS THAN SUBSTANTIALLY
ALL ASSETS; SALE AND LEASEBACKS. The Borrower will not, and will not permit any
Restricted Subsidiary to, sell, assign, lease, exchange, transfer or otherwise

dispose of (whether in one transaction or in a series of related transactions)
part, but less than all or substantially all, of its respective Property to any
other Person (whether now owned or hereafter acquired); provided however that:
(a)
the Borrower or any Restricted Subsidiary may in the
ordinary course of business dispose of Property to Persons (other than
the Borrower or any Restricted Subsidiary, as to which the provisions
of Section 10.6(e) shall apply) consisting of (i) Inventory, (ii) goods
or equipment that are, in the reasonable opinion of the Borrower or
such Restricted Subsidiary, obsolete or unproductive or utilized as
trade-in for goods or equipment of at least comparable value, and (iii)
(except in connection with any Sale and Lease-Back Transaction, which
shall be governed solely by Subsection (c) hereof) other assets if,
after giving effect to such sale, exchange, transfer or other
disposition (1) the aggregate Fair Market Value (without duplication)
of (A) all assets of the Borrower and its Restricted Subsidiaries sold,
exchanged, transferred or otherwise disposed of pursuant to this
Section 10.6(a)(iii) (on a consolidated basis) during the period of 12
consecutive months previously preceding such sale, exchange, transfer
or other disposition and (B) the assets of all Restricted Subsidiaries,
the stock of which have been sold or otherwise disposed of pursuant to
this Section 10.6(a)(iii) during such 12 month period shall not exceed
5% of Consolidated Net Worth as of the end of the fiscal quarter
immediately preceding or coinciding with such sale, exchange, transfer
or other disposition, (2) the assets described in the foregoing
subclauses (A) and (B) shall not have contributed more than 5% of
EBITDA for the four most recently completed fiscal quarters taken as a
single accounting period;
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the Borrower may sell, transfer or otherwise dispose
of its common stock being held by it as treasury stock;
(c)
the Borrower may enter into Sale and Lease-Back
Transactions with any Person (other than an Unrestricted Subsidiary or
a Non-Guaranteeing Restricted Subsidiary) relating to sales of real
property and related fixtures and improvements in an aggregate amount
(calculated on the basis of Fair Market Value at the time of sale) not
exceeding (i) the sum of (A) $16,000,000 for the Fiscal Year 1998 plus
(B) $3,000,000 for each Fiscal Year thereafter, minus (ii) the
aggregate amount sold under Sale and Leaseback Transactions previously
entered into under this Section 10.6(c) or Section 10.6(c) of the
Existing Credit Agreement;
(d)
to the extent such sale, assignment, lease, exchange,
transfer or disposition is also a disposition of Properties subject to
Section 10.3, the Borrower and its Restricted Subsidiaries may make
such sale, assignment, lease, exchange, transfer or disposition to the
extent permitted by Section 10.3; and
(e)
the Borrower and its Restricted Subsidiaries may
sell, assign, lease, transfer or otherwise dispose of (whether in one
transaction or in a series of transactions) part, but less than all or
substantially all, of its respective Property to the Borrower or any
other Restricted Subsidiary to the extent within the prohibitions of,
and permitted by, Section 10.4 (to the same extent in respect of all or
substantially all of its assets) and Section 10.5.
10.7.
USE OF PROCEEDS. The Borrower will not use, nor
permit the use of, all or any portion of any Loan for any purpose except as
described in Section 6 hereof.
10.8.
TRANSACTIONS WITH AFFILIATES. The Borrower will not,
and will not permit any Restricted Subsidiary to, directly or indirectly, engage
in any transaction with any Affiliate or any shareholder, officer or director of
the Borrower or of any Affiliate, including, without limitation, the purchase,
sale or exchange of assets or the rendering of any service, except in the
ordinary course of business and pursuant to the reasonable requirements of the
business of the Borrower or such Restricted Subsidiary, as the case may be, and
upon fair and reasonable terms that are not less favorable to the Borrower or
such Restricted Subsidiary, as the case may be, than those which might be
obtained in an arm's-length transaction at the time from wholly independent and
unrelated sources; provided that the foregoing shall not apply to (i)
transactions permitted in Section 10.5(f), (ii) the transactions contemplated by
the Intercompany Credit Agreements and the Subscription Agreement, and (iii)
transactions among the Borrower and Guarantors.
10.9.
NATURE OF BUSINESS. The Borrower will not, and will
not permit any Restricted Subsidiary to, make any material change in its
Permitted Business, taken as a whole.
10.10.
ISSUANCE AND DISPOSITION OF SHARES. The Borrower will
not (i) issue or have outstanding, or permit any Restricted Subsidiary to issue
or have outstanding, any Preferred Stock or Disqualified Capital Stock, or any
warrants, options, conversion rights or other rights to subscribe for, purchase,
or acquire any Preferred Stock or Disqualified Capital Stock, (ii) or permit any
Restricted Subsidiary to, issue, sell or otherwise dispose of options which by
their terms require the Borrower or any Restricted Subsidiary to purchase or

acquire any Capital Stock or other equity
-68securities, and (iii) permit any Restricted Subsidiary to, issue, sell or
otherwise dispose of to any Person other than the Borrower or any Restricted
Subsidiary, any shares of its Capital Stock or other equity securities, or any
warrants, options, conversion rights or other rights to subscribe for, purchase,
or acquire any Capital Stock or other equity securities; provided, however, the
foregoing shall not prohibit (a) Preferred Stock of the Borrower which is not
Disqualified Capital Stock, (b) stock options granted under employee or director
stock option plans which provide that the exercise price may be paid with shares
of the Borrower's common stock or that the optionee may satisfy any withholding
tax requirements upon exercise of the option by having the Borrower withhold
shares otherwise issuable upon such exercise, and (c) Preferred Stock of any
Restricted Subsidiary owned by the Borrower or by any wholly owned Restricted
Subsidiary. The Borrower will not permit any Restricted Subsidiary to issue or
have outstanding any Capital Stock (other than to the Borrower or a wholly-owned
Restricted Subsidiary) and will not permit any Person (other than the Borrower
or a wholly-owned Restricted Subsidiary) to own any Capital Stock of a
Restricted Subsidiary, except for (1) directors' qualifying shares and (2) after
the Closing Date, shares constituting no more than 10% of the Capital Stock of
an acquired Person that, upon such acquisition, becomes a Restricted Subsidiary,
provided that (i) immediately upon such acquisition, such Person shall become a
Guarantor pursuant to Section 9.7(a) and such Capital Stock in, and Debt of,
such Person shall be pledged pursuant to Section 9.7(b), (ii) the acquisition of
any of the remaining ten percent (10%) of such Person's Capital Stock shall be
treated as an Acquisition subject to compliance with Section 10.13 (i), (ii) and
(iii) and (3) at such time as Chelsea Market System, LLC is a Restricted
Subsidiary, up to 25% of the Capital Stock thereof may be owned by un-Affiliated
Person(s).
10.11.
any ERISA Affiliate to:

ERISA. The Borrower shall not and shall not permit

(a)
do any of the following, which in the aggregate would
reasonably be expected to have a Material Adverse Effect:
(i)
engage in any transaction which it knows or
has reason to know could result in a civil penalty assessed
pursuant to Section 502(i) of ERISA or a tax imposed by
Section 4975 of the Code;
(ii)
fail to make any payments when due to any
Multiemployer Plan that the Borrower or an ERISA Affiliate may
be required to make under any agreement relating to such
Multiemployer Plan, or any law pertaining thereto;
(iii)
incur withdrawal liability under ERISA with
respect to a Multiemployer Plan;
(iv)
voluntarily terminate or, in the case of a
"substantial employer" as defined in Section 4001(a)(2) of
ERISA, withdraw from any Plan if such termination or
withdrawal could result in the imposition of a Lien on the
Borrower or an ERISA Affiliate under Section 4068 of ERISA;
(v)
fail to make any required contribution when
due to any Plan subject to Section 412(n) of the Code that
with the passage of time would likely result in a Lien upon
the properties or assets of the Borrower or an ERISA
Affiliate;
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adopt any amendment to a Plan, the effect of
which is to increase the "current liability" under the Plan as
defined in Section 302(d)(7) of ERISA;
(vii)
act or fail to act, if, as a result thereof,
an event similar to any of those referred to in clauses (i) to
(vi) would likely occur under the applicable laws of a foreign
country; or
(b)
permit any Plan subject to Title IV of ERISA to have
an accumulated funding deficiency (as defined in Section 302 of ERISA)
as of the end of any Fiscal Year of the Plan; or
(c)
permit the adoption, implementation or amendment of
any unfunded deferred compensation agreement or other arrangement of a
similar nature irrespective of whether subject to the funding
requirements of ERISA which could reasonably be expected to have a
Material Adverse Effect.
10.12.
DISCOUNT OR SALE OF RECEIVABLES. The Borrower will
not discount or sell, nor permit any Restricted Subsidiary to discount or sell,
any of its notes receivable, receivables under leases or other accounts
receivable, other than in the ordinary course of collections of delinquent notes

and receivables, provided that, notwithstanding the foregoing, the Borrower and
any Restricted Subsidiary may, in the normal course of its business, acquire
such assets and sell such assets at Fair Market Value.
10.13.
ACQUISITIONS. The Borrower will not, and will not
permit any Restricted Subsidiary to, acquire by purchase or merger (in one
transaction or a series of transactions) of (a) 90% or more of the Capital Stock
or other equity interest of any other Person or (b) the Properties of a Person
that constitutes all or substantially all of the assets of such Person or of any
division or other business unit of such Person (the events described in clauses
(a) and (b) of this Section 10.13 herein referred to as "Acquisitions"), except
that the Borrower or any Restricted Subsidiary may make such Acquisitions if:
(i)
after giving effect thereto, the aggregate Fair
Market Value of all consideration paid for all such Acquisitions within
any 12-month period plus, without duplication, any Debt assumed or
incurred in connection therewith does not exceed an amount equal to
$100,000,000 (provided, however, that not more than $50,000,000 of such
aggregate consideration shall be cash and Debt);
(ii)
such Fair Market Value
Responsible Officer if the value is less
by an Officer's Certificate delivered to
Directors if the value is $10,000,000 or
resolution of such Board of Directors;

is determined by (a) a
than $10,000,000, as evidenced
the Agent, or (b) the Board of
more, as evidenced by a

(iii)
prior to and immediately after making such
Acquisition, no Default or Event of Default has occurred and is
continuing or would exist, and the Borrower shall deliver to the Agent
an Officer's Certificate setting forth calculations evidencing pro
forma compliance with Section 10.14;
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in the case of the purchase of the Capital Stock or
other equity interest of any such other Person, such Person shall be
designated a Restricted Subsidiary;
(v)
to the extent applicable, the Borrower shall comply
with Section 9.7 in relation thereto;
(vi)
such assets and/or business of such Person so
acquired, as the case may be, shall be substantially in or related to
the manufacturing, retailing, wholesaling, renting, processing,
servicing, maintaining, merchandising, cleaning, or distributing of
clothing, apparel and accessories and related goods and services (each,
as "Permitted Business"); and
(vii)
such acquisition shall have been approved by the
governing body or equity owners of such Person.
10.14.

CERTAIN FINANCIAL TESTS.

(a)
Consolidated Net Worth. The Borrower will not permit
Consolidated Net Worth to be less than an amount equal to the sum of (i)
$400,000,000 plus (ii) seventy-five percent (75%) of cumulative positive
Consolidated Net Income, from the fiscal quarter ended August 3, 2002 through
the determination date and without deduction for losses in Consolidated Net
Income, plus (iii) fifty percent (50%) of net cash proceeds received by the
Borrower in consideration for the issuance of shares of any Capital Stock of the
Borrower to any Person (other than any Subsidiary) on or after August 3, 2002
(excluding any proceeds from any issuance resulting from the conversion of Debt
to equity), determined as of any date in each case on the last day of the fiscal
monthly period immediately preceding such date.
(b)
Leverage Ratio. The Borrower shall not permit the
ratio of (i) Adjusted Debt to (ii) EBITDA plus Base Rent Expense to exceed 4.50
to 1.00, determined in each case on the last day of each fiscal quarterly period
for the four fiscal quarters ending on such date.
(c)
Fixed Charge Ratio. The Borrower shall not permit (i)
the ratio of EBITDA plus Contractual Rent Expense minus Capital Expenditures
(excluding Acquisitions) to Fixed Charges to be less than 1.30 to 1.00, and (ii)
the ratio of EBIDTA plus Contractual Rent Expense to Fixed Charges to be less
than 1.65 to 1.00, determined in each case on the last day of each fiscal
quarterly period for the four fiscal quarters ending on such date.
(d)
Current Ratio. The Borrower will not permit the ratio
of Consolidated Current Assets to Consolidated Current Liabilities to be less
than 1.50 to 1.00 determined on the last day of each fiscal quarterly period.
(e)
Consolidated Net Worth Attributable to Foreign
Assets. The Borrower will not permit the percentage of Consolidated Net Worth of
the Borrower and its Restricted Subsidiaries attributable to operating assets
(exclusive of Inventory in process of, or held for, manufacture) located outside
the United States, Canada and the United Kingdom at any time to be greater than
ten percent (10%).
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10.15.
REGULATIONS U AND X. The Borrower will not take or
permit, and will not permit any Subsidiary to take or permit, any action which
would involve the Agent or the Banks in a violation of Regulation U, Regulation
X or any other regulation of the Board of Governors of the Federal Reserve
System or a violation of the Securities Exchange Act of 1934, in each case as
now or hereafter in effect.
10.16.
any Subsidiary to:

STATUS. The Borrower will not, and will not permit

(i)
be or become an "investment company" or a company
"controlled" by an "investment company" within the meaning of the
Investment Company Act of 1940, as amended; or
(ii)
be or become a "holding company", or a "subsidiary
company" of a "holding company", or an "affiliate" of a "holding
company" or of a "subsidiary company" of a "holding company", or a
"public utility" within the meaning of the Public Utility Holding
Company Act of 1935, as amended.
10.17.
COMPLIANCE WITH LAWS. The Borrower will not fail to
comply, nor permit any Restricted Subsidiary to fail to comply, in all material
respect with all Laws.
10.18.

UNRESTRICTED SUBSIDIARIES.

(a)
The Borrower will not, and will not permit any
Restricted Subsidiaries to, create or otherwise designate any Subsidiary as an
Unrestricted Subsidiary or as a Restricted Subsidiary unless the terms set forth
in the definition of Unrestricted Subsidiary or Restricted Subsidiary, as the
case may be, are complied with respect to such Subsidiary.
(b)
The Borrower will not, and will not permit any
Restricted Subsidiary to, permit any Unrestricted Subsidiary to fail to comply
at any time with the requirements set forth in the definition of "Unrestricted
Subsidiary."
10.19.

NO COMMINGLING OF ASSETS, ETC.

(a)
Except (i) as among the Borrower and the Guarantors
and (ii) as set forth in Section 10.19(b), the Borrower and each Subsidiary
shall not commingle its assets with those of any other Person and its funds and
other assets shall be separately identified and segregated from those of any
other Person. Except (i) as among the Borrower and the Guarantors and (ii) as
set forth in Section 10.19(b), the Borrower and each Subsidiary shall pay from
the assets of the Borrower and its Subsidiaries all liabilities, obligations and
indebtedness of any kind incurred by such Person and, except as otherwise
expressly permitted in this Agreement, shall not pay from its assets any
liabilities, obligations or indebtedness of any other Person. Except as among
the Borrower and the Guarantors, the Borrower and each Subsidiary shall maintain
its corporate, financial and accounting books and records separate from those of
any other Person. Except as among the Borrower and the Guarantors, the Borrower
and each Subsidiary shall indicate in such statements and records the
separateness of such Person's assets and liabilities from those of any other
Person. Except (i) as among the Borrower and the Guarantors and (ii) in the case
of registered "d.b.a." names, the
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public (including, without limitation, any creditors of any of its Affiliates)
under the name of any other Person.
(b)
The restrictions set forth in the first two sentences
of Section 10.19(a) shall not prohibit the Borrower or any Subsidiary from
commingling funds and paying the liabilities of any other Person in connection
with the ordinary course of its operations, in an aggregate amount not to exceed
$1,000,000.
10.20.
RESTRICTIVE AGREEMENTS. Anything herein or any other
Loan Document to the contrary notwithstanding, the Borrower will not, and will
not permit any Subsidiary to, enter into, create or otherwise allow to exist any
agreement or restriction (other than a Loan Document) that (i) prohibits or
restricts the creation or assumption of any Lien upon any Property of the
Borrower or any Restricted Subsidiary in favor of any Person, including without
limitation the Banks, (ii) prohibits or restricts the Borrower or any Restricted
Subsidiary from complying with Section 9.7 hereof, (iii) requires any obligation
of the Borrower or any Subsidiary to be secured by any Property of the Borrower
or any Restricted Subsidiary if any obligation of the Borrower or such
Subsidiary to the Banks is secured in favor of another Person, including without
limitation the Banks, or (iv) prohibits or restricts the ability of (A) any
Restricted Subsidiary (1) to pay dividends or make other distributions or
contributions or advances to the Borrower or any other Restricted Subsidiary,
(2) to repay loans and other indebtedness owing by it to the Borrower or any
other Restricted Subsidiary, (3) to redeem equity interests held by it by
Borrower or any other Restricted Subsidiary, or (4) to transfer any of its
assets to the Borrower or any other Restricted Subsidiary, or (B) the Borrower

or any other Restricted Subsidiary to make any payments required or permitted
under the Loan Documents or otherwise prohibit or restrict compliance by the
Borrower and the Subsidiaries thereunder.
10.21.

PREPAYMENTS, ETC., OF CERTAIN DEBT.

(a)
Subject to the subordination provisions related
thereto, except for interest payments, the Borrower will not, and will not
permit any Subsidiary to, directly or indirectly, pay, prepay, redeem, purchase,
defease or otherwise satisfy (in whole or in part) prior to the scheduled
maturity thereof in any manner (or make any deposit of any payment or property
or sinking fund payment in respect of), any Debt of the type permitted by
Section 10.2(g).
(b)
The Borrower will not, and will not permit any
Subsidiary to, violate the subordination provisions governing (i) any Debt
permitted by Section 10.2(c) or 10.2(g).
(c)
The Borrower shall not, and shall not permit any
Subsidiary to, amend, supplement or otherwise modify the terms of the Debt
permitted by Section 10.2(h), or refinance, replace or refund the same, without
the prior consent of the Majority Banks, if the effect of such amendment,
supplement or other modification or such refinancing, replacement or refunding
is to: (i) shorten the scheduled maturity or amortization of any payment of any
principal amount of such Debt from the scheduled maturity and amortization
thereof as in effect on the date hereof, or (ii) make more restrictive (except
to the extent that any such covenants, representations and warranties or
defaults becomes more restrictive by its terms) any one or more of the
covenants, representations and warranties or defaults thereunder (or related
definitions) as in effect on the date hereof or add any new covenants,
representations and warranties or defaults unless simultaneously with such
-73amendment, this Agreement shall be deemed to be automatically amended in such a
manner as shall make the provisions hereof similarly more restrictive on the
Borrower and the Borrower agrees to promptly thereafter execute and deliver an
amendment hereto that incorporates each such deemed amendment.
(d)
The Borrower agrees that no amount will be paid or
payable from the Term Borrower to the Borrower as, on account or in respect of,
compensation or reimbursement for payment by the Borrower of the Adjustment
Amounts pursuant to Section 4.12 of this Agreement.
10.22.
AMENDMENT OF INTERCOMPANY CREDIT AGREEMENTS. Without
the prior written consent of the Majority Banks, such consent not to be
unreasonably withheld or delayed, the Borrower will not, and will not permit any
Subsidiary to, cancel or terminate any Intercompany Credit Agreement or consent
to or accept any cancellation or termination thereof, or amend, modify or change
in any manner any term or condition of any Intercompany Credit Agreement (other
than amendments, modifications or changes that are made to make terms in the
Intercompany Credit Agreement consistent in nature with the provisions of this
Agreement and the Canadian Term Loan Facility, including conforming maturities
and pricing) or give any consent, waiver or approval thereunder, or waive any
default under or any breach of any term or condition of any Intercompany Credit
Agreement.
11.
EVENTS OF DEFAULT; REMEDIES. If any of the following events
shall occur, then the Agent shall at the request, or may with the consent, of
the Majority Banks, (i) by notice to the Borrower, declare the Commitment of
each Bank and the several obligations of each Bank to make Loans hereunder and
participate in Letters of Credit (and of the Issuing Bank to issue Letters of
Credit) to be terminated, whereupon the same shall forthwith terminate, (ii)
declare the Loans and all interest accrued and unpaid thereon, the LC Exposure
and all other amounts payable under this Agreement, to be forthwith due and
payable, whereupon the Loans, all such interest and all such other amounts,
shall become and be forthwith due and payable without presentment, demand,
protest, or further notice of any kind (including, without limitation, notice of
default, notice of intent to accelerate and notice of acceleration), all of
which are hereby expressly waived by the Borrower, (iii) terminate any Letter of
Credit providing for such termination by sending a notice of termination as
provided therein and (iv) direct the Borrower to take any action required by
Section 11.15; provided, however, that with respect to any Event of Default
described in Section 11.6 or 11.7 hereof, (A) the Commitment of each Bank and
the several obligations of each Bank to make Loans hereunder and participate in
Letters of Credit (and of the Issuing Bank to issue Letters of Credit) shall
automatically be terminated and (B) the entire unpaid principal amount of the
Loans, all interest accrued and unpaid thereon, the LC Exposure and all such
other amounts payable under this Agreement, shall automatically become
immediately due and payable, without presentment, demand, protest, or any notice
of any kind (including, without limitation, notice of default, notice of intent
to accelerate and notice of acceleration), all of which are hereby expressly
waived by the Borrower.
11.1.
FAILURE TO PAY PRINCIPAL OR REIMBURSEMENT
OBLIGATIONS. The Borrower shall fail to pay any principal of any Loan or any
reimbursement obligation in respect of any LC Disbursement when the same becomes
due and payable, whether at the due date thereof or at a date fixed for
prepayment thereof or otherwise, in each case, pursuant to the terms of this

Agreement; or
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FAILURE TO PAY OTHER AMOUNTS. The Borrower shall fail
to pay interest on any Loan or fees or other amounts due under this Agreement or
any other Loan Document, when the same becomes due and payable and such failure
shall remain unremedied for one (1) Business Day; or
11.3.
DEFAULT UNDER OTHER DEBT. The Borrower or any
Restricted Subsidiary shall fail to make any payment of principal, interest or
premium on any Debt or any lease payment on any Capital Lease or any payment
under any Hedge Agreement or any reimbursement payment with respect to any
letter of credit or banker's acceptance (regardless of amount) which is
outstanding in a principal amount of at least $5,000,000 in the aggregate (or
the equivalent thereof, if in a currency other than Dollars) when the same
becomes due and payable (whether by scheduled maturity, required prepayment,
acceleration, demand or otherwise), and such failure shall continue after the
applicable grace period, if any, specified in the agreement or instrument
relating to such Debt; or any other event constituting a default (however
defined) shall occur or condition shall exist under any agreement or instrument
relating to any such Debt and shall continue after the applicable grace period,
if any, specified in such agreement or instrument if, during the continuance
thereof, the effect of such event or condition then results in such Debt
becoming due prior to its scheduled maturity or that enables or permits the
holder or holders of such Debt or any trustee or agent on its or their behalf to
cause such Debt to then become due, or to then require the prepayment,
repurchase, redemption or defeasance thereof, prior to its scheduled maturity
(or in the case of any Hedge Agreement, to permit the payments owing under such
Hedge Agreement to be liquidated); or
11.4.
MISREPRESENTATION OR BREACH OF WARRANTY. Any
representation or warranty made by the Borrower or any Subsidiary herein or in
any other Loan Document or in any certificate, document or instrument otherwise
furnished to the Agent or the Banks in connection with this Agreement shall be
incorrect, false or misleading in any material respect when made or when deemed
made; or
11.5.

VIOLATION OF COVENANTS.

(a)
The Borrower violates any covenant, agreement or
condition contained in Section 9.1(e), 9.2, 9.7 or in Article 10; or
(b)
The Borrower violates any other covenant, agreement
or condition contained herein or in any other Loan Document (other than the
Pledge Agreement) to which it is a party and such default shall continue
unremedied for thirty (30) days after the occurrence of such event; or
11.6.

BANKRUPTCY AND OTHER MATTERS.

(a)
The Borrower or any Restricted Subsidiary shall
commence a voluntary case, petition, proposal, notice of intention to file a
proposal or other proceeding seeking liquidation, reorganization or other relief
with respect to itself or its debts under any Debtor Law now or hereafter in
effect or seeking the appointment of a trustee, receiver, interim receiver,
receiver and manager, liquidator, custodian or other similar official of it or
any substantial part of its property, or shall consent to (or fail to contest)
any such relief or the institution of any such proceeding or petition or the
appointment of or taking possession by any such official in an involuntary case
or other proceeding commenced against it, or shall make a general assignment for
the benefit of creditors, or
-75shall fail generally to pay its debts as they become due, or shall admit in
writing its inability to pay its debts generally, or shall take any corporate
action to authorize any of the foregoing; or
(b)
An involuntary case, petition, proposal, notice of
intention to file a proposal or other proceeding shall be commenced against the
Borrower or any Restricted Subsidiary seeking liquidation, reorganization or
other relief with respect to it or its debts under any Debtor Law or seeking the
appointment of a trustee, receiver, interim receiver, receiver and manager,
liquidator, custodian or other similar official of it or any substantial part of
its property, and such involuntary case, petition, proposal, notice or other
proceeding shall remain undismissed and unstayed for a period of sixty (60)
days; or an order for relief under U.S. Federal Bankruptcy Law, the Bankruptcy
and Insolvency Act (Canada) (or a similar order under other Debtor Law) shall be
entered against the Borrower or any Restricted Subsidiary; or
11.7.
DISSOLUTION. Any order is entered in any proceeding
against the Borrower or any Restricted Subsidiary decreeing the dissolution,
liquidation, winding-up or split-up of the Borrower or any Restricted
Subsidiary; or
11.8.
JUDGMENT. One or more judgments or orders for the
payment of money which, individually or in the aggregate, shall be in excess of
5% of Consolidated Net Worth at any time, shall be rendered against the Borrower

or any of its Restricted Subsidiaries (or any combination thereof) and either
(i) enforcement proceedings shall have been commenced by any creditor upon such
judgment or order or (ii) there shall be any period of thirty (30) consecutive
days during which a stay of enforcement of such judgment or order, by reason of
a pending appeal or otherwise, shall not be in effect; or
11.9.
NULLITY OF LOAN DOCUMENTS. Any Loan Document shall,
at any time after its execution and delivery and for any reason, cease to be in
full force and effect or be declared to be null and void, or the validity or
enforceability thereof shall be contested by the Borrower or any Affiliate
thereof, or the Borrower or any Subsidiary thereof shall deny that it has any or
any further liability or obligations under any Loan Document to which it is a
party, or any Pledge Agreement shall for any reason not grant the Agent a first
priority Lien on the collateral purported to be subject thereto, except for
Liens permitted by Section 10.1(i); or
11.10.

CHANGE OF CONTROL. A Change of Control shall occur;

or
11.11.
ERISA. With respect to (a) any Future Plan (as such
term is defined in Section 9.1(g) hereof), other than a Multiemployer Plan
within the meaning of Section 4001(a)(3) of ERISA, (i) such Future Plan shall
fail to satisfy the minimum funding standard or a waiver of such standard or
extension of any amortization period is sought under Section 412 of the Code;
(ii) such Future Plan is or is proposed to be terminated and as a result thereof
liability in excess of $1,000,000 can be asserted under Title IV of ERISA
against the Borrower or ERISA Affiliate; (iii) such Future Plan shall have an
unfunded current liability in excess of $1,000,000; or (iv) there has been a
withdrawal from any such Future Plan and as a result liability in excess of
$1,000,000 can be asserted under Section 4062(e) or 4063 of ERISA against the
Borrower or any ERISA Affiliate; or (b) any Future Plan that is a Multiemployer
Plan under Section 4001(a)(3) of ERISA, such Future Plan is insolvent or in
reorganization or the Borrower or an ERISA Affiliate has withdrawn, or proposes
to withdraw, either totally or partially, from such Future Plan and, in any
case, the
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liability which would have a Material Adverse Effect; or (c) any Plan other than
a Future Plan, the Borrower or its ERISA Affiliate could reasonably be
anticipated to incur a liability which would have a Material Adverse Effect; or
11.12.
GUARANTORS; PLEDGE AGREEMENT. (i) Any Guarantor
violates any covenant, agreement or condition contained in any Guaranty or any
default or event of default otherwise occurs thereunder or (ii) any Pledgor
violates any covenant, agreement or condition contained in the Pledge Agreement
or any default or event of default otherwise occurs thereunder; or
11.13.
CANADIAN TERM CREDIT FACILITY. Any "Event of Default"
occurs and is continuing under the Canadian Term Credit Facility, as such term
is defined therein.
11.14.
OTHER REMEDIES. In addition to and cumulative of any
rights or remedies expressly provided for in this Section 11, if any one or more
Events of Default shall have occurred, the Agent shall at the request, and may
with the consent, of the Majority Banks proceed to protect and enforce the
rights of the Banks hereunder by any appropriate proceedings as the Agent may
elect. The Agent shall at the request, and may with the consent, of the Majority
Banks also proceed either by the specific performance of any covenant or
agreement contained in this Agreement or the other Loan Documents (other than
Specified Hedge Agreements) or by enforcing the payment of the Loan or by
enforcing any other legal or equitable right provided under this Agreement or
the other Loan Documents (other than Specified Hedge Agreements) or otherwise
existing under any Law in favor of the holder of the Loan. The Agent shall not,
however, be under any obligation to marshall any assets in favor of the Borrower
or any other Person or against or in payment of any or all obligations under any
Loan Document.
11.15.
COLLATERAL ACCOUNT. The Borrower hereby agrees that
in the event of (i) the payment in full of the Loans and the termination of the
Commitments, or (ii) if any Event of Default shall occur and be continuing on
the Business Day that the Borrower receives notice from the Agent or the
Required Banks (or, if the maturity of the Loans has been accelerated, Banks
with LC Exposure representing not less than 51% of the total LC Exposure)
demanding the deposit of cash collateral pursuant to this paragraph, the
Borrower shall deposit in an account with the Agent, in the name of the Agent
and for the benefit of the Banks, an amount in cash equal to the LC Exposure as
of such date plus any accrued and unpaid interest thereon; provided that the
obligation to deposit such cash collateral shall become effective immediately,
and such deposit shall become immediately due and payable, without demand or
other notice of any kind, upon the occurrence of any Event of Default with
respect to the Borrower described in Section 11.6 or 11.7. The Borrower also
shall deposit cash collateral pursuant to this paragraph as and to the extent
required by Section 4.2. Each such deposit shall be held by the Agent as
collateral for the payment of the obligations of the Borrower under this
Agreement. Until the occurrence of a Return Event, the Agent shall have
exclusive dominion and control, including the exclusive right of withdrawal for
the purposes expressly provided in this Section 11.15, over such account. Other

than any interest earned on the investment of such deposits, which investments
shall be made at the selection of the Borrower and at the option and sole
discretion of the Agent and at the Borrower's risk and expense, such deposits
shall not bear interest. Interest or profits, if any, on such investments shall
accumulate in such account. Moneys in such account shall be applied by the Agent
to reimburse the Issuing Bank for LC
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applied, shall be held for the satisfaction of the reimbursement obligations of
the Borrower for the LC Exposure at such time or, if the maturity of the Loans
has been accelerated (but subject to the consent of Banks with LC Exposure
representing not less than 51% of the total LC Exposure), be applied to satisfy
the payment of other matured obligations of the Borrower under this Agreement.
If the Borrower is required to provide an amount of cash collateral hereunder as
a result of the occurrence of an Event of Default, such amount (to the extent
not applied as aforesaid) shall be returned to the Borrower within three
Business Days after all Events of Default have been cured or waived free of any
Lien or other interest in favor of the Agent or any Bank or Issuing Bank (such
return, a "Cure Return"). If the Borrower is required to provide an amount of
cash collateral hereunder pursuant to Section 4.2, such amount (to the extent
not applied as aforesaid) shall be returned to the Borrower as and to the extent
that, after giving effect to such return, the Borrower would remain in
compliance with Section 4.2 and no Default shall have occurred and be
continuing, free and clear of any Lien or other interest in favor of the Agent
or any Bank or Issuing Bank, (a "4.2 Return", and together with a Cure Return,
collectively, "Return Events" or individually, a "Return Event", as the context
may require).
11.16.
REMEDIES CUMULATIVE. No remedy, right or power
conferred upon the Banks is intended to be exclusive of any other remedy, right
or power given hereunder or now or hereafter existing at Law, in equity, or
otherwise, and all such remedies, rights and powers shall be cumulative.
12.

THE AGENT.

Each of the Banks and the Issuing Bank hereby irrevocably
appoints the Agent as its agent and authorizes the Agent to take such actions on
its behalf and to exercise such powers as are delegated to the Agent by the
terms hereof, together with such actions and powers as are reasonably incidental
thereto.
The bank serving as the Agent hereunder shall have the same
rights and powers in its capacity as a Bank as any other Bank and may exercise
the same as though it were not the Agent, and such bank and its Affiliates may
accept deposits from, lend money to and generally engage in any kind of business
with the Borrower or any Subsidiary or other Affiliate thereof as if it were not
the Agent hereunder.
The Agent shall not have any duties or obligations except
those expressly set forth herein. Without limiting the generality of the
foregoing, (a) the Agent shall not be subject to any fiduciary or other implied
duties, regardless of whether a Default has occurred and is continuing, (b) the
Agent shall not have any duty to take any discretionary action or exercise any
discretionary powers, except discretionary rights and powers expressly
contemplated hereby that the Agent is required to exercise in writing as
directed by the Majority Banks (or such other number or percentage of the Banks
as shall be necessary under the circumstances as provided in Section 13.18) and
(c) except as expressly set forth herein, the Agent shall not have any duty to
disclose, and shall not be liable for the failure to disclose, any information
relating to the Borrower or any of its subsidiaries that is communicated to or
obtained by the bank serving as Agent or any of its Affiliates in any capacity.
The Agent shall not be liable for any action taken or not taken by it with the
consent or at the request of the Majority Banks (or such other number or
percentage of the Banks as shall be necessary under the circumstances as
provided in Section 13.18) or in the absence of its own gross
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knowledge of any Default unless and until written notice thereof is given to the
Agent by the Borrower or a Bank, and the Agent shall not be responsible for or
have any duty to ascertain or inquire into (i) any statement, warranty or
representation made in or in connection with this Agreement, (ii) the contents
of any certificate, report or other document delivered hereunder or in
connection herewith, (iii) the performance or observance of any of the
covenants, agreements or other terms or conditions set forth herein, (iv) the
validity, enforceability, effectiveness or genuineness of this Agreement or any
other agreement, instrument or document, or (v) the satisfaction of any
condition set forth in Section 8 or elsewhere herein, other than to confirm
receipt of items expressly required to be delivered to the Agent.
The Agent shall be entitled to rely upon, and shall not incur
any liability for relying upon, any notice, request, certificate, consent,
statement, instrument, document or other writing believed by it to be genuine
and to have been signed or sent by the proper Person. The Agent also may rely
upon any statement made to it orally or by telephone and believed by it to be

made by the proper Person, and shall not incur any liability for relying
thereon. The Agent may consult with legal counsel (who may be counsel for the
Borrower), independent accountants and other experts selected by it, and shall
not be liable for any action taken or not taken by it in accordance with the
advice of any such counsel, accountants or experts.
The Agent may perform any and all its duties and exercise its
rights and powers by or through any one or more sub-agents appointed by the
Agent. The Agent and any such sub-agent may perform any and all its duties and
exercise its rights and powers through their respective Related Parties. The
exculpatory provisions of the preceding paragraphs shall apply to any such
sub-agent and to the Related Parties of the Agent and any such sub-agent, and
shall apply to their respective activities in connection with the syndication of
the credit facilities provided for herein as well as activities as Agent.
Subject to the appointment and acceptance of a successor Agent
as provided in this paragraph, the Agent may resign at any time by notifying the
Banks, the Issuing Bank and the Borrower. Upon any such resignation, the
Majority Banks shall have the right, in consultation with the Borrower, to
appoint a successor. If no successor shall have been so appointed by the
Majority Banks and shall have accepted such appointment within 30 days after the
retiring Agent gives notice of its resignation, then the retiring Agent may, on
behalf of the Banks and the Issuing Bank, appoint a successor Agent which shall
be a bank with an office in New York, New York, or an Affiliate of any such
bank. Upon acceptance of its appointment as Agent hereunder by a successor, such
successor shall succeed to and become vested with all the rights, powers,
privileges and duties of the retiring Agent, and the retiring Agent shall be
discharged from its duties and obligations hereunder. The fees payable by the
Borrower to a successor Agent shall be the same as those payable to its
predecessor unless otherwise agreed between the Borrower and such successor.
After the Agent's resignation hereunder, the provisions of this Article and
Section 13.12 shall continue in effect for the benefit such retiring Agent, its
sub-agents and their respective Related Parties in respect of any actions taken
or omitted to be taken by any of them while it was acting as Agent.
Each Bank acknowledges that it has, independently and without
reliance upon the Agent or any other Bank and based on such documents and
information as it has deemed appropriate,
-79made its own credit analysis and decision to enter into this Agreement. Each
Bank also acknowledges that it will, independently and without reliance upon the
Agent or any other Bank and based on such documents and information as it shall
from time to time deem appropriate, continue to make its own decisions in taking
or not taking action under or based upon this Agreement, any related agreement
or any document furnished hereunder or thereunder.
The Sole Bookrunner, Co-Lead Arrangers and Co-Syndication
Agents, in such capacities, shall have no duties or responsibilities, and shall
incur no obligations or liabilities, under this Agreement. Each Bank
acknowledges that it has not relied, and will not rely, on the Sole Bookrunner,
any Co-Lead Arranger or Co-Syndication Agent in deciding to enter into this
Agreement.
13.

MISCELLANEOUS.
13.1.

[OMITTED].

13.2.
WAIVERS, ETC. No failure or delay on the part of any
Bank or the Agent in exercising any power or right hereunder shall operate as a
waiver thereof, nor shall any single or partial exercise of any such right or
power, or any abandonment or discontinuance of steps to enforce such a right or
power, preclude any other or further exercise thereof or the exercise of any
other right or power. No course of dealing between the Borrower and any Bank or
the Agent shall operate as a waiver of any right of any Bank or the Agent. No
modification or waiver of any provision of this Agreement or any other Loan
Document nor consent to any departure by the Borrower therefrom shall in any
event be effective unless the same shall be in writing, and then such waiver or
consent shall be effective only in the specific instance and for the purpose for
which given. No notice to or demand on the Borrower in any case shall entitle
the Borrower to any other or further notice or demand in similar or other
circumstances.
13.3.
NOTICES. All notices and other communications
provided for herein shall be in writing (including telex, facsimile, or cable
communication) and shall be mailed, couriered, telecopied, telexed, cabled or
delivered addressed as follows:
If to the Borrower, to it at:
5803 Glenmont
Houston, Texas 77081
Attn: Ms. Claudia A. Pruitt
with a copy to:
Fulbright & Jaworski L.L.P.
1301 McKinney, St., Suite 5100

Houston, Texas 77010
Attn: Mr. Michael W. Conlon
and if to any Bank or the Agent, at its Domestic Lending Office specified
opposite its name on Schedule I attached hereto, or as to the Borrower, or the
Agent, to such other address as shall be
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other party, at such other address as shall be designated by such party in a
written notice to the Borrower and the Agent. All such notices and
communications shall, when mailed, delivered by courier, telecopied, telexed,
transmitted, or cabled, become effective when three (3) Business Days have
elapsed after being deposited in the mail (with first class postage prepaid and
addressed as aforesaid), or when confirmed by telex answerback, transmitted to
the correct telecopier, or delivered to the courier or the cable company, except
that notices and communications from the Borrower to the Agent shall not be
effective until actually received by the Agent.
13.4.
GOVERNING LAW. EACH LOAN DOCUMENT SHALL BE GOVERNED
BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK AND THE
UNITED STATES OF AMERICA.
13.5.
SURVIVAL OF REPRESENTATIONS, WARRANTIES AND
COVENANTS. All representations, warranties and covenants contained herein or
made in writing by the Borrower and its Restricted Subsidiaries in connection
herewith shall survive the execution and delivery of this Agreement and will
bind and inure to the benefit of the respective successors and permitted assigns
of the parties hereto, whether so expressed or not, provided that the
undertaking of the Banks to make Loans and issue Letters of Credit to the
Borrower shall not inure to the benefit of any successor or assign of the
Borrower. No investigation at any time made by or on behalf of the Banks shall
diminish the Banks' right to rely thereon.
13.6.
COUNTERPARTS. This Agreement may be executed in
several counterparts, and by the parties hereto on separate counterparts, and
each counterpart, when so executed and delivered, shall constitute an original
instrument, and all such separate counterparts shall constitute but one and the
same instrument.
13.7.
SEPARABILITY. Should any clause, sentence, paragraph
or section of this Agreement be judicially declared to be invalid, unenforceable
or void, such decision shall not have the effect of invalidating or voiding the
remainder of this Agreement, and the parties hereto agree that the part or parts
of this Agreement so held to be invalid, unenforceable or void will be deemed to
have been stricken herefrom and the remainder will have the same force and
effectiveness as if such part or parts had never been included herein. Each
covenant contained in this Agreement shall be construed (absent an express
contrary provision herein) as being independent of each other covenant contained
herein, and compliance with any one covenant shall not (absent such an express
contrary provision) be deemed to excuse compliance with one or more other
covenants.
13.8.
DESCRIPTIVE HEADINGS. The section headings in this
Agreement have been inserted for convenience only and shall be given no
substantive meaning or significance whatsoever in construing the terms and
provisions of this Agreement.
13.9.

RIGHT OF SET-OFF, ADJUSTMENTS.

(a)
Upon the occurrence and during the continuance of any
Event of Default, each Bank (and each of its Affiliates) is hereby authorized at
any time and from time to time, to the fullest extent permitted by law, to set
off and apply any and all deposits (general or special, time or demand,
provisional or final) at any time held and other indebtedness at any time owing
by such Bank (or any
-81of its Affiliates) to or for the credit or the account of the Borrower or any
Restricted Subsidiary against any and all of the obligations of the Borrower now
or hereafter existing under this Agreement, irrespective of whether such Bank
shall have made any demand under this Agreement and although such obligations
may be unmatured. Each Bank agrees promptly to notify the Borrower after any
such set-off and application made by such Bank; provided, however, that the
failure to give such notice shall not affect the validity of such set-off and
application. The rights of each Bank under this Section 13.9 are in addition to
other rights and remedies (including, without limitation, other rights of
set-off) that such Bank may have.
(b)
If any Bank shall, by exercising any right of set-off
or counterclaim or otherwise, obtain payment in respect of any principal of or
interest on any of its Revolving Loans or participations in LC Disbursements or
Swingline Loans resulting in such Bank receiving payment of a greater proportion
of the aggregate amount if its Revolving Loans and participations in LC
Disbursements and Swingline Loans and accrued interest thereon than the
proportion received by any other Bank, then the Bank receiving such greater

proportion shall purchase (for cash at face value) participations in the
Revolving Loans and participations in LC Disbursements and Swingline Loans of
other Banks to the extent necessary so that the benefit of all such payments
shall be shared by the Banks ratably in accordance with the aggregate amount of
principal of and accrued interest on their respective Revolving Loans and
participations in LC Disbursements and Swingline Loans; provided that (i) if any
such participations are purchased and all or any portion of the payment giving
rise thereto is recovered, such participations shall be rescinded and the
purchase price restored to the extent of such recovery, without interest, and
(ii) the provisions of this paragraph shall not be construed to apply to any
payment made by the Borrower pursuant to and in accordance with the express
terms of this Agreement or any payment obtained by a Bank as consideration for
the assignment of or sale of a participation in any of its Loans or
participations in LC Disbursements to any assignee or participant, other than to
the Borrower or any Subsidiary or Affiliate thereof (as to which the provisions
of this paragraph shall apply). The Borrower consents to the foregoing and
agrees, to the extent it may effectively do so under applicable law, that any
Bank acquiring a participation pursuant to the foregoing arrangements may
exercise against the Borrower rights of set-off and counterclaim with respect to
such participation as fully as if such Bank were a direct creditor of the
Borrower in the amount of such participation.
13.10.

ASSIGNMENTS AND PARTICIPATIONS.

(a)
The provisions of this Agreement shall be binding
upon and inure to the benefit of the parties hereto and their respective
successors and assigns permitted hereby (including any Affiliate of the Issuing
Bank that issues any Letter of Credit), except that (i) the Borrower may not
assign or otherwise transfer any of its rights or obligations hereunder without
the prior written consent of each Bank (and any attempted assignment or transfer
by the Borrower without such consent shall be null and void) and (ii) no Bank
may assign or otherwise transfer its rights or obligations hereunder except in
accordance with this Section. Nothing in this Agreement, expressed or implied,
shall be construed to confer upon any Person (other than the parties hereto,
their respective successors and assigns permitted hereby (including any
Affiliate of the Issuing Bank that issues any Letter of Credit), Participants
(to the extent provided in paragraph (c) of this Section) and, to the extent
expressly contemplated hereby, the Related Parties of each of the Agent, the
Issuing
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reason of this Agreement.
(b)
(i) Subject to the conditions set forth in paragraph
(b)(ii) below, any Bank may assign to one or more assignees all or a portion of
its rights and obligations under this Agreement (including all or a portion of
its Commitment and the Loans at the time owing to it) with the prior written
consent (such consent not to be unreasonably withheld) of:
(A)
the Borrower, provided that no consent of
the Borrower shall be required for an assignment to a Bank, an
Affiliate of a Bank or, if an Event of Default has occurred
and is continuing, any other assignee; and
(B)
the Agent, provided that no consent of the
Agent shall be required for an assignment of any Commitment to
an assignee that is a Bank with a Commitment immediately prior
to giving effect to such assignment, or an Affiliate of a
Bank.
(ii)
additional conditions:

Assignments shall be subject to the following

(A)
except in the case of an assignment to a
Bank or an Affiliate of a Bank or an assignment of the entire
remaining amount of the assigning Bank's Commitment or Loans
of any Class, the amount of the Commitment or Loans of the
assigning Bank assigned pursuant to each such assignment
(determined as of the date the Assignment and Assumption with
respect to such assignment is delivered to the Agent) shall
not be less than $5,000,000, and the amount of the Commitment
or Loans of the assigning Bank after giving effect to such
assignment shall not be less than $10,000,000, unless each of
the Borrower and the Agent otherwise consent, provided that no
such consent of the Borrower shall be required if an Event of
Default has occurred and is continuing;
(B)
each partial assignment shall be made as an
assignment of a proportionate part of all the assigning Bank's
rights and obligations under this Agreement, provided that
this clause shall not be construed to prohibit the assignment
of a proportionate part of all the assigning Bank's rights and
obligations in respect of one Class of Loans or the
Commitments related thereto;
(C)
the parties to each assignment shall execute
and deliver to the Agent an Assignment and Assumption,

together with a processing and recordation fee of $3,500;
(D)
the assignee, if it shall not be a Bank,
shall deliver to the Agent an Questionnaire; and
(E)
without the prior written consent of the
Agent and the Borrower, any such assigning Bank shall
simultaneously assign to such assignee a pro rata portion of
its rights and obligations under the Canadian Term Loan
Facility.
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Subject to acceptance and recording thereof pursuant
to paragraph (b)(iv) of this Section, from and after the effective date
specified in each Assignment and Assumption the assignee thereunder
shall be a party hereto and, to the extent of the interest assigned by
such Assignment and Assumption, have the rights and obligations of a
Bank under this Agreement, and the assigning Bank thereunder shall, to
the extent of the interest assigned by such Assignment and Assumption,
be released from its obligations under this Agreement (and, in the case
of an Assignment and Assumption covering all of the assigning Bank's
rights and obligations under this Agreement, such Bank shall cease to
be a party hereto but shall continue to be entitled to the benefits of
Sections 3.2, 3.4, 4.7 and 13.12). Any assignment or transfer by a Bank
of rights or obligations under this Agreement that does not comply with
this Section 13.10 shall be treated for purposes of this Agreement as a
sale by such Bank of a participation in such rights and obligations in
accordance with paragraph (c) of this Section.
(iv)
The Agent, acting for this purpose as an agent of the
Borrower, shall maintain at one of its offices a copy of each
Assignment and Assumption delivered to it and a register for the
recordation of the names and addresses of the Banks, and the Commitment
of, and principal amount of the Loans and LC Disbursements owing to,
each Bank pursuant to the terms hereof from time to time (the
"Register"). The entries in the Register shall be conclusive, and the
Borrower, the Agent, the Issuing Bank and the Banks may treat each
person whose name is recorded in the Register pursuant to the terms
hereof as a Bank hereunder for all purposes of this Agreement,
notwithstanding notice to the contrary. The Register shall be available
for inspection by the Borrower, the Issuing Bank and any Bank, at any
reasonable time and from time to time upon reasonable prior notice.
(v)
Upon its receipt of a duly completed Assignment and
Assumption executed by an assigning Bank and an assignee, the
assignee's completed Administrative Questionnaire (unless the assignee
shall already be a Bank hereunder), the processing and recordation fee
referred to in paragraph (b) of this Section and any written consent to
such assignment required by paragraph (b) of this Section, the Agent
shall accept such Assignment and Assumption and record the information
contained therein in the Register. No assignment shall be effective for
purposes of this Agreement unless it has been recorded in the Register
as provided in this paragraph.
(c)
(i) Any Bank may, without the consent of the
Borrower, the Agent, the Issuing Bank or the Swingline Bank, sell participations
to one or more banks or other entities (a "Participant") in all or a portion of
such Bank's rights and obligations under this Agreement (including all or a
portion of its Commitment and the Loans owing to it); provided that (A) such
Bank's obligations under this Agreement shall remain unchanged, (B) such Bank
shall remain solely responsible to the other parties hereto for the performance
of such obligations and (C) the Borrower, the Agent, the Issuing Bank and the
other Banks shall continue to deal solely and directly with such Bank in
connection with such Bank's rights and obligations under this Agreement. Any
agreement or instrument pursuant to which a Bank sells such a participation
shall provide that such Bank shall retain the sole right to enforce this
Agreement and to approve any amendment, modification or waiver of any provision
of this Agreement; provided that such agreement or instrument may provide that
such Bank will not, without the consent of the Participant, agree to any
amendment,
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affects such Participant. Subject to paragraph (c)(ii) of this Section, the
Borrower agrees that each Participant shall be entitled to the benefits of
Sections 3.2, 3.4 and 4.7 to the same extent as if it were a Bank and had
acquired its interest by assignment pursuant to paragraph (b) of this Section.
To the extent permitted by law, each Participant also shall be entitled to the
benefits of Section 13.9 as though it were a Bank, provided such Participant
agrees to be subject to Section 13.9(b) as though it were a Bank. Each Bank
which sells any participation to any Participant shall give prompt notice
thereof to the Agent and the Borrower; provided, however, that no liability
shall arise if any such Bank fails to give such notice to the Borrower.
(ii)
A Participant shall not be entitled to receive any
greater payment under Section 3.2, 3.4 or 4.7 than the applicable Bank

would have been entitled to receive with respect to the participation
sold to such Participant, unless the sale of the participation to such
Participant is made with the Borrower's prior written consent. A
Participant that would be a Foreign Bank if it were a Bank shall not be
entitled to the benefits of Section 4.7 unless the Borrower is notified
of the participation sold to such Participant and such Participant
agrees, for the benefit of the Borrower, to comply with Section 4.7(d)
as though it were a Bank.
(d)
Any Bank may at any time pledge or assign a security
interest in all or any portion of its rights under this Agreement to secure
obligations of such Bank, including without limitation any pledge or assignment
to secure obligations to a Federal Reserve Bank, and the preceding subsections
of this Section shall not apply to any such pledge or assignment of a security
interest; provided that (i) no such pledge or assignment of a security interest
shall release a Bank from any of its obligations hereunder or substitute any
such pledgee or assignee for such Bank as a party hereto, (ii) all related
costs, fees and expenses in connection with any such pledge or assignment shall
be for the sole account of such Bank and (iii) the reassignment back to it, free
of any interests of such assignee, shall be for the sole account of such Bank.
13.11.
INTEREST. All agreements between the Borrower, the
Agent or any Bank, whether now existing or hereafter arising and whether written
or oral, are hereby expressly limited so that in no contingency or event
whatsoever, whether by reason of demand being made on any Loan or otherwise,
shall the amount contracted for, charged, reserved or received by the Agent or
any Bank for the use, forbearance, or detention of the money to be loaned under
this Agreement or otherwise or for the payment or performance of any covenant or
obligation contained herein or in any other Loan Document exceed the maximum
amount of interest permitted to be contracted for, charged or received under
applicable law from time to time in effect or the Highest Lawful Rate. If, as a
result of any circumstances whatsoever, fulfillment by the Borrower or any
Restricted Subsidiary of any provision hereof or of any of such documents, at
the time performance of such provision shall be due, shall involve transcending
the limit of validity prescribed by applicable usury law or result in the Agent
or Bank having or being deemed to have contracted for, charged, reserved or
received interest (or amounts deemed to be interest) in excess of the maximum
lawful rate or amount of interest allowed by applicable law to be so contracted
for, charged, reserved or received by such Agent or Bank, then, ipso facto, the
obligation to be fulfilled by the Borrower shall be reduced to the limit of such
validity, and if, from any such circumstance, the Agent or any Bank shall ever
receive interest or anything which might be deemed interest under applicable law
which would exceed the
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under applicable law from time to time in effect or the Highest Lawful Rate,
such amount which would be excessive interest shall be refunded to the Borrower,
or, to the extent (i) permitted by applicable law and (ii) such excessive
interest does not exceed the unpaid principal balance of the Loans and the
amounts owing on other obligations of the Borrower to the Agent or any Bank
under any Loan Document, applied to the reduction of the principal amount owing
on account of the Loans or the amounts owing on other obligations of the
Borrower to the Agent or any Bank under any Loan Document and not to the payment
of interest. All sums paid or agreed to be paid to the Agent or any Bank for the
use, forbearance, or detention of the indebtedness of the Borrower to the Agent
or any Bank shall, to the extent permitted by applicable law, be amortized,
prorated, allocated, and spread throughout the full term of such indebtedness
until payment in full of the principal thereof (including the period of any
renewal or extension thereof) so that the interest on account of such
indebtedness shall not exceed the Highest Lawful Rate. The terms and provisions
of this Section 13.11 shall control and supersede every other provision hereof
and of all other agreements between the Borrower and the Banks.
13.12.

EXPENSES; INDEMNIFICATION.

(a)
The Borrower agrees to pay within 15 days after
demand (i) all reasonable costs and expenses of the Agent and its Affiliates in
connection with the initial syndication, preparation, execution, delivery,
modification, amendment and administration of this Agreement, the other Loan
Documents, and the other documents to be delivered hereunder, including, without
limitation, the reasonable fees and expenses of counsel for the Agent (including
the cost of internal counsel) with respect thereto and with respect to advising
the Agent as to its rights and responsibilities under the Loan Documents and
(ii) all reasonable out-of-pocket expenses incurred by the Issuing Bank in
connection with the issuance, amendment, renewal or extension of any Letter of
Credit or any demand for payment thereunder. The Borrower further agrees to pay
on demand all reasonable costs and expenses of the Agent, the Issuing Bank or
any Bank, if any (including, without limitation, reasonable attorneys' fees and
expenses and the cost of internal counsel), in connection with the enforcement
or protection of its rights (whether through negotiations, legal proceedings, or
otherwise) in connection with the Loan Documents and the other documents to be
delivered hereunder, including all such expenses incurred during a workout,
restructuring or negotiation with respect of Loans or Letters of Credit.
(b)
THE BORROWER AGREES TO INDEMNIFY AND HOLD HARMLESS
THE AGENT, THE ISSUING BANK AND EACH BANK AND EACH OF THEIR AFFILIATES AND THEIR
RESPECTIVE OFFICERS, DIRECTORS, EMPLOYEES, AGENTS, AND ADVISORS (EACH, AN

"INDEMNIFIED PARTY") IN AND AGAINST ANY AND ALL CLAIMS, DAMAGES, LOSSES,
LIABILITIES, COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, REASONABLE
ATTORNEYS' FEES) THAT MAY BE INCURRED BY OR ASSERTED OR AWARDED AGAINST ANY
INDEMNIFIED PARTY, IN EACH CASE ARISING OUT OF OR IN CONNECTION WITH OR BY
REASON OF (INCLUDING, WITHOUT LIMITATION, IN CONNECTION WITH ANY INVESTIGATION,
LITIGATION, OR PROCEEDING OR REPARATION OF DEFENSE IN CONNECTION THEREWITH):
(i)

THE LOAN DOCUMENTS, OR THE TRANSACTIONS;

(ii)
THE EXECUTION AND DELIVERY OF THE DOCUMENTS RELATED
TO ANY ACQUISITION, THE CONSUMMATION OF THE TRANSACTIONS CONTEMPLATED
THEREBY, OR IN CONNECTION WITH THE
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INCLUDING, WITHOUT LIMITATION, DAMAGES, COSTS AND EXPENSES INCURRED BY
ANY OF THE INDEMNIFIED PARTIES IN INVESTIGATING, PREPARING FOR,
DEFENDING AGAINST, OR PROVIDING EVIDENCE, PRODUCING DOCUMENTS, OR
TAKING ANY OTHER ACTION IN RESPECT OF ANY COMMENCED OR THREATENED
LITIGATION UNDER ANY FEDERAL SECURITIES LAW OR ANY OTHER LAW OF ANY
JURISDICTION OR AT COMMON LAW WHICH IS ALLEGED TO ARISE OUT OF OR IS
BASED UPON:
(A)
THE CLAIMS OF ANY PERSON THAT, IN CONNECTION
WITH ANY ACQUISITION, ANY OF THE INDEMNIFIED PARTIES HAS
VIOLATED ANY FIDUCIARY OR CONFIDENTIALITY RESPONSIBILITIES, OR
ANY REPRESENTATIONS, WARRANTIES OR COVENANTS, EXPRESS OR
IMPLIED, MADE OR ALLEGED TO HAVE BEEN MADE BY ANY OF THE
INDEMNIFIED PARTIES, TO OR IN FAVOR OF SUCH PERSON;
(B)
ANY UNTRUE STATEMENT OR ALLEGED UNTRUE
STATEMENT OF ANY MATERIAL FACT BY THE BORROWER OR ANY
AFFILIATE IN ANY DOCUMENT OR SCHEDULE FILED WITH THE
SECURITIES AND EXCHANGE COMMISSION OR ANY OTHER GOVERNMENTAL
AUTHORITY;
(C)
ANY OMISSION OR ALLEGED OMISSION TO STATE
ANY MATERIAL FACT REQUIRED TO BE STATED IN ANY DOCUMENT OR
SCHEDULE OR NECESSARY TO MAKE THE STATEMENTS MADE THEREIN NOT
MISLEADING IN LIGHT OF THE CIRCUMSTANCES UNDER WHICH MADE;
(D)
ANY ACTS OR OMISSIONS, OR ALLEGED ACTS OR
OMISSIONS OF THE BORROWER, ANY AFFILIATE OR THEIR AGENTS
RELATED TO ANY ACQUISITION, PURCHASE OR SALE OF STOCK OR
ASSETS, OR THE FINANCING THEREOF, WHICH ARE ALLEGED TO VIOLATE
ANY FEDERAL SECURITIES LAW OR ANY OTHER LAW OF ANY
JURISDICTION APPLICABLE TO SUCH ACQUISITION, THE PURCHASE OR
SALE OF STOCK OR ASSETS, OR THE FINANCING THEREOF;
(E)
ANY WITHDRAWALS, TERMINATION OR CANCELLATION
OF ANY ACQUISITION; OR
(F)
ANY OTHER CLAIMS OF ANY NATURE WHATSOEVER
ARISING FROM OR RELATED TO ANY ACQUISITIONS;
EXCEPT TO THE EXTENT SUCH CLAIM, DAMAGE, LOSS, LIABILITY, COST, OR EXPENSE IS
FOUND IN A FINAL, NON-APPEALABLE JUDGMENT BY A COURT OF COMPETENT JURISDICTION
TO HAVE RESULTED FROM SUCH INDEMNIFIED PARTY'S GROSS NEGLIGENCE OR WILLFUL
MISCONDUCT PROVIDED THAT IT IS THE INTENTION OF THE PARTIES HERETO THAT THE
INDEMNIFIED PARTIES BE INDEMNIFIED FOR SUCH CLAIM, DAMAGE, LOSS, LIABILITY,
COST, OR EXPENSE ARISING FROM ITS OWN NEGLIGENCE. IN THE CASE OF AN
INVESTIGATION, LITIGATION OR OTHER PROCEEDING TO WHICH THE INDEMNITY IN THIS
SECTION 13.12 APPLIES, SUCH INDEMNITY SHALL BE EFFECTIVE WHETHER OR NOT SUCH
INVESTIGATION, LITIGATION OR PROCEEDING IS BROUGHT BY THE BORROWER, ITS
DIRECTORS, SHAREHOLDERS OR CREDITORS OR AN INDEMNIFIED PARTY OR ANY OTHER PERSON
OR ANY INDEMNIFIED PARTY IS OTHERWISE A PARTY THERETO AND WHETHER OR TO THE
TRANSACTIONS CONTEMPLATED HEREBY ARE CONSUMMATED. THE BORROWER AGREES NOT TO
ASSERT ANY CLAIM AGAINST ANY INDEMNIFIED PARTY ON ANY THEORY OF LIABILITY, FOR
SPECIAL, INDIRECT, CONSEQUENTIAL, OR PUNITIVE DAMAGES ARISING
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CONTEMPLATED HEREIN OR THE ACTUAL OR PROPOSED USE OF THE PROCEEDS OF THE LOANS
OR THE LETTERS OF CREDIT.
(c)
Without prejudice to the survival of any other
agreement of the Borrower hereunder, the agreements and obligations of the
Borrower and the Banks contained in this Section 13.12 shall survive the payment
in full of the Loans and all other amounts payable under this Agreement.
13.13.
PAYMENTS SET ASIDE. To the extent any payments on the
Obligations or proceeds of any collateral or the proceeds of such enforcement or
setoff or any part thereof are subsequently invalidated, declared to be
fraudulent or preferential, set aside and/or required to be repaid to a trustee,
receiver or any other Person under any Debtor Law or equitable cause, then, to
the extent of such recovery, the Obligation or part thereof originally intended

to be satisfied, and all rights and remedies therefor, shall be revived and
shall continue in full force and effect, and the Agent's and the Banks' rights,
powers and remedies under this Agreement and each other Loan Document shall
continue in full force and effect, as if such payment had not been made or such
enforcement or setoff had not occurred. In such event, each Loan Document shall
be automatically reinstated and the Borrower shall take such action as may be
reasonably requested by the Agent and the Banks to effect such reinstatement.
13.14.
LOAN AGREEMENT CONTROLS. If there are any conflicts
or inconsistencies among this Agreement and any of the other Loan Documents, the
provisions of this Agreement shall prevail and control.
13.15.
OBLIGATIONS SEVERAL. The obligations of each Bank
under each Loan Document to which it is a party are several, and no Bank shall
be responsible for any obligation or Commitment of any other Bank under any Loan
Document to which it is a party. Nothing contained in any Loan Document to which
it is a party, and no action taken by any Bank pursuant thereto, shall be deemed
to constitute the Banks to be a partnership, an association, a joint venture, or
any other kind of entity.
13.16.
SUBMISSION TO JURISDICTION; WAIVERS. EACH OF THE
BORROWER, THE AGENT AND THE BANKS IRREVOCABLY AND UNCONDITIONALLY:
(a)
SUBMITS, FOR ITSELF AND ITS PROPERTY IN ANY LEGAL
ACTION OR PROCEEDING RELATING TO THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT OR
FOR RECOGNITION AND ENFORCEMENT OF ANY JUDGMENT IN RESPECT THEREOF, TO THE
NONEXCLUSIVE GENERAL JURISDICTION OF THE COURTS OF THE STATES OF TEXAS AND NEW
YORK, THE COURTS OF THE UNITED STATES OF AMERICA FOR THE SOUTHERN DISTRICT OF
TEXAS, THE COURTS OF THE UNITED STATES OF AMERICA SITTING IN NEW YORK CITY, AND
APPELLATE COURTS FROM ANY THEREOF;
(b)
WAIVES ANY OBJECTION THAT IT MAY NOW OR HEREAFTER
HAVE TO THE VENUE OF ANY SUCH ACTION OR PROCEEDING IN ANY SUCH COURT
-88OR THAT SUCH PROCEEDING WAS BROUGHT IN AN INCONVENIENT COURT AND AGREES NOT TO
PLEAD OR CLAIM THE SAME;
(c)
ACTION OR PROCEEDING MAY
OR CERTIFIED MAIL OR ANY
THE ADDRESS SET FORTH IN
THE OTHER PARTIES HERETO
13.3; AND

AGREES THAT SERVICE OF PROCESS IN ANY SUCH LEGAL
BE EFFECTED BY MAILING OF A COPY THEREOF (BY REGISTERED
SUBSTANTIALLY SIMILAR FORM OF MAIL POSTAGE PREPAID) TO
SECTION 13.3 HEREOF OR AT SUCH OTHER ADDRESS OF WHICH
SHALL HAVE BEEN NOTIFIED IN WRITING PURSUANT TO SECTION

(d)
NOTWITHSTANDING THE FOREGOING, NOTHING HEREIN SHALL
IN ANY WAY AFFECT THE RIGHT OF THE AGENT OR ANY BANK OR THE BORROWER TO BRING
ANY ACTION ARISING OUT OF OR RELATING TO THE LOANS OR THIS AGREEMENT OR ANY
OTHER LOAN DOCUMENT IN ANY COMPETENT COURT ELSEWHERE HAVING JURISDICTION OVER
THE BORROWER, THE AGENT OR ANY BANK, AS THE CASE MAY BE, OR ITS PROPERTY.
13.17.
WAIVER OF JURY TRIAL. TO THE FULLEST EXTENT PERMITTED
BY APPLICABLE LAW, THE BORROWER HERETO (A) WAIVES ANY RIGHT TO A TRIAL BY JURY
IN ANY ACTION OR PROCEEDING TO ENFORCE OR DEFEND ANY RIGHTS UNDER THIS AGREEMENT
OR UNDER ANY AMENDMENT, INSTRUMENT, DOCUMENT OR AGREEMENT DELIVERED OR WHICH MAY
IN THE FUTURE BE DELIVERED IN CONNECTION HEREWITH OR ARISING FROM ANY BANKING
RELATIONSHIP EXISTING IN CONNECTION WITH THIS AGREEMENT, AND AGREES THAT ANY
SUCH ACTION OR PROCEEDING SHALL BE TRIED BEFORE A COURT AND NOT BEFORE A JURY;
(B) IRREVOCABLY WAIVES, TO THE MAXIMUM EXTENT NOT PROHIBITED BY LAW, ANY RIGHT
IT MAY HAVE TO CLAIM OR RECOVER ANY SPECIAL, EXEMPLARY, PUNITIVE OR
CONSEQUENTIAL DAMAGES, OR DAMAGES OTHER THAN, OR IN ADDITION TO, ACTUAL DAMAGES;
AND (C) CERTIFIES THAT NO PARTY HERETO NOR ANY REPRESENTATIVE OR AGENT OF
COUNSEL FOR ANY PARTY HERETO HAS REPRESENTED, EXPRESSLY OR OTHERWISE, OR IMPLIED
THAT SUCH PARTY WOULD NOT SEEK TO ENFORCE THE FOREGOING WAIVERS.
13.18.
AMENDMENTS, ETC. No amendment or waiver of any
provision of this Agreement, or any other Loan Document, nor consent to any
departure by the Borrower or any Subsidiary herefrom or therefrom, shall in any
event be effective unless the same shall be in writing and signed by the
Borrower or such Subsidiary, as the case may be, as to amendments, and by the
Majority Banks in all cases, and then, in any case, such waiver or consent shall
be effective only in the specific instance and for the specific purpose for
which given; provided, however, that no amendment, waiver or consent shall,
unless in writing and signed by 100% of the Banks, do any of the following: (a)
change the definition of "Majority Banks", "Commitment", or "Pro Rata
Percentage", (b) forgive or reduce or increase the amount of the Commitment of
any Bank or subject any Bank to any additional obligations, (c) forgive or
reduce the principal of, or rate or amount of interest applicable to, any Loan
or LC Disbursement, other than as provided in this Agreement or forgive or
reduce the amount of the commitment fee or any Letter of Credit Fee, (d)
postpone any
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Loan or LC Disbursement, (e) change Section 4.9, 4.10, and 13.15 or this Section
13.18, (f) change the aggregate unpaid principal amount of the Loans or LC

Disbursements, or the number of Banks, which shall be required for the Banks or
any of them to take any action hereunder, (g) waive any of the conditions
specified in Section 8.1 or Section 8.2, (h) except as otherwise provided
herein, release all or substantially all of any collateral or release any
Guarantor, or (i) postpone the scheduled date of expiration of any Commitment,
except as provided by Section 4.10; and provided further that no amendment,
waiver or consent shall, unless in writing and signed by the Agent, the Issuing
Bank or the Swingline Bank in addition to the Banks required above to take such
action, affect the rights or duties of the Agent, the Issuing Bank or the
Swingline Bank, as the case may be, under this Agreement, or any other Loan
Document.
13.19.
RELATIONSHIP OF THE PARTIES. This Agreement provides
for the making of loans by the Banks, in their capacity as Banks, to the
Borrower, in its capacity as a borrower, and for the payment of interest and
repayment of principal by the Borrower to the Banks. The relationship between
the Banks and the Borrower is limited to that of creditors/secured parties, on
the one hand, and debtor, on the other hand. The provisions herein for
compliance with financial, environmental, and other covenants, delivery of
financial, environmental and other reports, and financial, environmental and
other inspections, investigations, audits, examinations or tests are intended
solely for the benefit of the Banks to protect their interests as Banks in
assuming payments of interest and repayment of principal and nothing contained
in this Agreement shall be construed as permitting or obligating the Banks to
act as financial or business advisors or consultants to the Borrower, as
permitting or obligating the Banks to control the Borrower or to conduct or
operate the Borrower's operations, as creating any fiduciary obligation on the
part of the Banks to the Borrower, or as creating any joint venture, agency, or
other relationship between the parties other than as explicitly and specifically
stated in this Agreement. The Borrower acknowledges that it has had the
opportunity to obtain the advice of experienced counsel of its own choosing in
connection with the negotiation and execution of this Agreement and to obtain
the advice of such counsel with respect to all matters contained herein,
including, without limitation, the provision in Section 13.17 for waiver of
trial by jury. The Borrower further acknowledges that it is experienced with
respect to financial and credit matters and has made its own independent
decision to apply to the Banks for the financial accommodations provided hereby
and to execute and deliver this Agreement.
13.20.
CONFIDENTIALITY. Each of the Agent, the Issuing Bank
and each Bank (on behalf of itself and each of its Affiliates) agrees to
maintain the confidentiality of the Information (as defined below), except that
Information may be disclosed (a) to its and its Affiliates' directors, officers,
employees and agents, including accountants, legal counsel and other advisors
(it being understood that the Persons to whom such disclosure is made will be
informed of the confidential nature of such Information and instructed to keep
such Information confidential), (b) to the extent requested by any regulatory
authority, (c) to the extent required by applicable laws or regulations or by
any subpoena or similar legal process, (d) to any other party to this Agreement
(it being understood that the Persons to whom such disclosure is made will be
informed of the confidential nature of such Information and instructed to keep
such Information confidential), (e) in connection with the exercise of any
remedies hereunder or any suit, action or proceeding relating to this Agreement
or the enforcement of rights hereunder, (f) subject to an agreement containing
provisions substantially the same as those of this Section, to (i) any assignee
of or Participant in or any
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under this Agreement or (ii) any actual or prospective counterparty (or its
advisors) to any swap or derivative transaction relating to the Borrower and its
obligations, (g) with the consent of the Borrower (it being understood that the
Persons to whom such disclosure is made will be informed of the confidential
nature of such Information and instructed to keep such Information confidential)
or (h) to the extent such Information (i) becomes publicly available other than
as a result of a breach of this Section or (ii) becomes available to the Agent,
the Issuing Bank or any Bank on a nonconfidential basis from a source other than
the Borrower. For the purposes of this Section, "Information" means all
information received from, or furnished at the direction of, the Borrower or any
of its Affiliates relating to the Borrower or any of its Affiliates or their
business, other than any such information that is available to the Agent, the
Issuing Bank or any Bank on a nonconfidential basis prior to disclosure by the
Borrower; provided that, in the case of information received from the Borrower
after the date hereof, such information is clearly identified at the time of
delivery as confidential. Any Person required to maintain the confidentiality of
Information as provided in this Section shall be considered to have complied
with its obligation to do so if such Person has exercised the same degree of
care to maintain the confidentiality of such Information as such Person would
accord to its own confidential information.
13.21.
FINAL AGREEMENT. THIS WRITTEN AGREEMENT AND THE OTHER
LOAN DOCUMENTS REPRESENT THE FINAL AGREEMENT BETWEEN THE PARTIES AND MAY NOT BE
CONTRADICTED BY EVIDENCE OF PRIOR, CONTEMPORANEOUS, OR SUBSEQUENT ORAL
AGREEMENTS OF THE PARTIES. THERE ARE NO UNWRITTEN ORAL AGREEMENTS BETWEEN THE
PARTIES.
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IN WITNESS WHEREOF, the parties hereto, by their respective
officers thereunto duly authorized, have executed this Agreement effective as of
January 29, 2003.
THE MEN'S WEARHOUSE, INC.
By: /s/ERIC J. LANE
-----------------------------Name: Eric J. Lane
Title: President
JPMORGAN CHASE BANK, individually
and as agent
By: /s/ ROBERT L. MENDOZA
-----------------------------Name: Robert L. Mendoza
Title: Vice President
FLEET NATIONAL BANK
By: /s/JUDITH C.E. KELLY
-----------------------------Name: Judith C.E. Kelly
Title: Managing Director
WACHOVIA BANK, NATIONAL
ASSOCIATION
By: /s/ WILLIAM FOX
-----------------------------Name: William F. Fox
Title: Vice President
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By: /s/ HENRY G. MONTGOMERY
-----------------------------Name: Henry G. Montgomery
Title: Vice President
U.S. BANK NATIONAL ASSOCIATION
By: /s/ AMANDA SMITH
-----------------------------Name: Amanda Smith
Title: Assistant Vice President
COMMERCEBANK, N.A.
By: /s/ EDWARD P. TIETJEN
-----------------------------Name: Edward P. Tietjen
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- v TERM CREDIT AGREEMENT

The Men's Wearhouse, Inc., a corporation organized under the
laws of the State of Texas (the "Parent"), Golden Moores Finance Company, a Nova
Scotia unlimited liability company (the "Borrower"), the financial institutions
from time to time party hereto (collectively, the "Banks" and individually, a
"Bank"), and JPMorgan Chase Bank, Toronto Branch (together with any successor
thereof, "JPMorgan Chase") in its capacity as administrative agent (the "Agent")
for the Banks hereunder, hereby agree as follows:
PRELIMINARY STATEMENT

<C>
75
76
76
77
77
78

WHEREAS, the Borrower has requested the Agent and the Banks to
make loans to the Borrower on the Closing Date in an aggregate amount not to
exceed C$62,000,000.
WHEREAS, pursuant to the terms and conditions hereof the Agent
and the Banks have agreed to such request upon the terms and conditions
hereinafter set forth;
NOW, THEREFORE, for good and valuable consideration, the
receipt and sufficiency of which is hereby acknowledged, the parties hereto
hereby agree as follows:
1.

CERTAIN DEFINITIONS.

1.1.
ACCOUNTING PRINCIPLES. All accounting terms not
specifically defined herein shall be construed in accordance with GAAP
consistent with those applied in the preparation of the audited financial
statements referred to in Section 9.1 hereof. All financial information
delivered to the Agent pursuant to Section 9.1 hereof shall be prepared in
accordance with GAAP applied on a basis consistent with those reflected by the
initial financial statements delivered to the Agent pursuant to Section 7.2,
except (i) where such principles are inconsistent with the requirements of this
Agreement and (ii) for those changes made pursuant to Section 9.8 hereof.
1.2.
CERTAIN DEFINED TERMS. As used in this Agreement, the
following terms shall have the following meanings:
"Acquisitions" has the meaning specified in Section 10.13
hereof.
"Acquisition Target" means any Person acquired pursuant to
Section 10.13 and which is designated a Restricted Subsidiary pursuant to the
terms hereof.
"Adjusted Available Amount" means an amount equal to the sum
of (I) $25,000,000 plus (II) if positive, the aggregate amount of (i) one-third
of Consolidated Net Income of the Borrower and the Restricted Subsidiaries minus
(ii) 100% of consolidated net losses of the Borrower and the Restricted
Subsidiaries, in each case commencing with the beginning of the fourth fiscal
quarter of 2002, minus (III) Investments made under Section 10.5(h).
"Adjusted Debt" means, at any time and without duplication, an
amount equal to the sum of (a) Total Funded Debt plus (b) an amount equal to the
product of (i) Base Rent Expense for the immediately preceding quarter times
(ii) thirty-two (32).
-1"Adjusted LIBO Rate" means, with respect to any Eurodollar
Loan for any Interest Period, an interest rate per annum (rounded upwards, if
necessary, to the next 1/100 of 1%) equal to (a) the LIBO Rate for such Interest
Period multiplied by (b) the Statutory Reserve Rate.
"Administrative Questionnaire" means an Administrative
Questionnaire in a form supplied by the Agent.
"Affiliate" means, with respect to a specified Person, another
Person that directly, or indirectly through one or more intermediaries, Controls
or is Controlled by or is under common Control with the Person specified. If any
Person shall own, directly or indirectly, beneficially and of record twenty
percent (20%) or more of the equity (whether outstanding capital stock,
partnership interests or otherwise) of another Person, such Person shall be
deemed to be an Affiliate.
"Affiliate Guarantor" means each Restricted Subsidiary which
is a party to the Guaranty.
"Agent" shall have the meaning set forth in the preamble
hereto.
"Agreement" shall mean this Term Credit Agreement, as the same
may be amended, modified or supplemented from time to time.
"Applicable Lending Office" shall mean, with respect to each
Bank, such Bank's Eurodollar Lending Office.
"Applicable Margin" means, (a) prior to the U.S. Revolving
Credit Agreement Termination Date (i) for the period from the Closing Date until
February 1, 2003, 1.75% per annum, and (ii) thereafter 1.50% and (b) from and
after the U.S. Revolving Credit Agreement Termination Date, the percentage
determined in accordance with Schedule 3 attached hereto and made a part hereof.
"Assignment and Assumption" means an assignment and assumption
entered into by a Bank and an assignee (with the consent of any party whose

consent is required by Section 13.10), and accepted by the Agent, in the form of
Exhibit H or any other form approved by the Agent.
"Available Amount" means an amount equal to the sum of (I)
$60,000,000 plus (II) if positive, the aggregate amount of (i) one-third of
Consolidated Net Income of the Parent and the Restricted Subsidiaries minus (ii)
100% of consolidated net losses of the Parent and the Restricted Subsidiaries,
in each case commencing with the beginning of the fourth fiscal quarter of 2002,
minus (III) the sum of (x) Restricted Payments made under Section 10.3(d), (y)
Investments made under Section 10.5(h) and (z) Restricted Payments made under
Section 10.3(e).
"Bank" shall have the meaning specified in the preamble hereto
and shall include the Agent, in its individual capacity.
"Base Rent Expense" means, for any period, payments (whether
computed monthly or annually) due under Leases of real property (including those
resulting from sale-leaseback transactions), exclusive of payments for
percentage rent, common-area maintenance, insurance, taxes
-2and any other amounts recorded in the Parent's or the Restricted Subsidiaries'
books and records in accordance with their customary practices as rent other
than "base rent expense"; provided, with respect to any acquisition of an
Acquisition Target which results in the requirement to provide pro forma
financial information pursuant to Article 11 of Regulation S-X (Reg Section
210.11.01, .02 and .03), Base Rent Expense of the Acquisition Target for each
full fiscal quarter included in the applicable computation period prior to such
Acquisition (including the fiscal quarter during which it was acquired) shall be
included, provided further that Base Rent Expense of the Acquisition Target
shall be adjusted for those applicable items of base rent expense that will
increase or decrease subsequent to the date of Acquisition, such adjustments
limited to those like adjustments included in the pro forma financial statements
provided in the Form 8-K filed with the Securities and Exchange Commission
pursuant to Article 11 of Regulation S-X.
"Borrower" shall have the meaning set forth in the preamble
hereto.
"Borrowing" means Loans of the same Type, made on the Closing
Date, or converted or continued on the same date and, in the case of Eurodollar
Loans, as to which a single Interest Period is in effect.
"Borrowing Date" shall mean a date upon which the Borrower has
requested a Loan is to be made in a Notice of Borrowing delivered pursuant to
Section 2, which date shall be the Closing Date.
"Business Day" means any day that is not a Saturday, Sunday or
other day on which commercial banks in Toronto, Canada, New York City and
Houston, Texas are authorized or required by law to remain closed; provided
that, when used in connection with a Eurodollar Loan, the term "Business Day"
shall also exclude any day on which banks are not open for dealings in dollar
deposits in the London interbank market.
"CDOR Rate" means, on any date, the annual rate of interest
which is the rate based on an average rate applicable to Canadian Dollar
bankers' acceptances for a term of 30 days appearing on the "Reuters Screen CDOR
Page" (as defined in the International Swaps and Derivatives Association, Inc.
definitions, as modified and amended from time to time) at approximately 10:00
a.m. (Toronto time), on such date, or if such date is not a Business Day, then
on the immediately preceding Business Day, provided that if such rate does not
appear on the Reuters Screen CDOR Page on such date as contemplated, then the
CDOR Rate on such date shall be calculated as the arithmetic mean of the rates
for the term referred to above applicable to Canadian Dollar bankers'
acceptances quoted by the banks listed in Schedule I of the Bank Act (Canada) as
of 10:00 a.m. (Toronto time) on such date or, if such date is not a Business
Day, then on the immediately preceding Business Day.
"Canadian Benefit Plan" means all material benefit plans or
arrangements subject to Canadian law or regulation maintained or contributed to
by any of the Parent, Borrower or any of their Subsidiaries that are not
Canadian Pension Plans, including all profit sharing, savings, supplemental
retirement, retiring allowance, severance, pension, deferred compensation,
welfare, bonus, incentive compensation, phantom stock, legal services,
supplementary unemployment benefit plans or arrangements and all life, health,
dental and disability plans and arrangements in which the
-3employees or former employees of any of the Parent, Borrower or any of their
Subsidiaries participate or are eligible to participate but excluding all stock
option or stock purchase plans.

"Canadian Dollar Equivalent Value" means, with respect to an
amount of U.S. Dollars, an amount of Dollars into which the Agent determines
that it could, in accordance with its practice from time to time in the
interbank foreign exchange market, convert such amount of U.S. Dollars,
determined by using its applicable quoted spot rate on the date on which such
equivalent is to be determined pursuant to the provisions of this Agreement.
"Canadian Pension Plan" means all plans or arrangements which
are considered to be pension plans for the purposes of any applicable pension
benefits standards statute or regulation in Canada established, maintained or
contributed to by any of the Parent, Borrower or any of their Subsidiaries for
their employees or former employees.
"Canadian Prime Rate" means, on any day, the annual rate of
interest (rounded upwards, if not in an increment of 1/16th of 1%, to the next
1/16 of 1%) equal to the greater of:
(i) the annual rate of interest announced by the Agent and in
effect as its prime rate at its principal office in Toronto, Ontario on
such day for determining interest rates on Canadian Dollar-denominated
commercial loans in Canada; and
(ii) the annual rate of interest equal to the sum of (A) the
CDOR Rate in effect on such day, plus (B) 1.00% per annum.
"Canadian Prime Rate Loan" means any Loan which bears interest
at the Canadian Prime Rate.
"Capital Lease" as defined in the definition of Capital Lease
Obligations.
"Capital Lease Obligation" means as to any Person, the
obligations of such Person to pay rent or other amounts under any lease (a
"Capital Lease") of (or other arrangement conveying the right to use) real or
personal property, or a combination thereof, which obligations are required to
be classified and accounted for as capital leases on a balance sheet of such
Person under GAAP and, for the purposes of this Agreement, the amount of such
obligations at any time shall be the capitalized amount thereof at such time
determined in accordance with GAAP.
"Capital Stock" means and includes (i) any and all shares,
interests, participations or other equivalents of or interests in (however
designated) corporate stock, including, without limitation, shares of preferred
or preference stock, (ii) all partnership interests (whether general or limited)
in any Person which is a partnership, (iii) all membership interests or limited
liability company interests in any limited liability company, and (iv) all
equity or ownership interests in any Person of any other type.
"Cash Equivalents" means (a) marketable direct obligations
issued or unconditionally guaranteed by the United States Government or Canada
or issued by an agency thereof and backed by the full faith and credit of the
United States or Canada, as the case may be, in each case maturing within ninety
(90) days after the date of acquisition thereof; (b) marketable direct
obligations issued
-4by any state of the United States of America or province of Canada or any
political subdivision of any such state, province or any public instrumentality
thereof maturing within ninety (90) days after the date of acquisition thereof
and, at the time of acquisition, having the highest rating obtainable from
either Standard & Poor's Corporation or Moody's Investors Service, Inc. (or, if
at any time neither Standard & Poor's Corporation nor Moody's Investors Service,
Inc. shall be rating such obligations, then from such other nationally
recognized rating services acceptable to the Agent); (c) commercial paper
maturing no more than ninety (90) days after the date of creation thereof and,
at the time of acquisition, having a rating of at least A-1 or P-1 from either
Standard & Poor's Corporation or Moody's Investors Service, Inc. (or, if at any
time neither Standard & Poor's Corporation nor Moody's Investors Service, Inc.
shall be rating such obligations, then the highest rating from such other
nationally recognized rating services acceptable to the Agent); (d) domestic and
eurodollar certificates of deposit or bankers' acceptances maturing within
ninety (90) days after the date of acquisition thereof issued by any Bank or any
other commercial bank organized under the laws of the United States of America
or Canada or any state or province thereof or the District of Columbia having
combined capital and surplus of not less than U.S. $250,000,000 (or the Canadian
Dollar Equivalent Value thereof); (e) repurchase agreements of the Agent, any
Bank or any other commercial bank organized under the laws of the United States
of America or Canada or any state or province thereof or the District of
Columbia having combined capital and surplus of not less than U.S. $250,000,000
(or the Canadian Dollar Equivalent Value thereof); (f) overnight investments
with the Agent, any Bank or any commercial bank organized under the laws of the
United States of America or Canada or any state or province thereof or the

District of Columbia having combined capital and surplus of not less than U.S.
$250,000,000 (or the Canadian Dollar Equivalent Value thereof); (g) other
readily marketable instruments issued or sold by the Agent, any Bank or any
other commercial bank organized under the laws of the United States of America
or Canada or any state or province thereof or the District of Columbia having
combined capital and surplus of not less than U.S. $250,000,000 (or the Canadian
Dollar Equivalent Value thereof); and (h) funds invested in brokerage accounts
with nationally recognized brokerage houses or money market accounts, in each
case for less than thirty (30) days.
"Change of Control" means (i) any transaction (including a
merger or consolidation) the result of which is that any "Person" or "group"
(within the meaning of Sections 13(d) and 14(d)(2) of the Exchange Act) becomes
the "beneficial owner" (as defined in Rule 13d-3 under the Exchange Act) of more
than 50 percent (50%) of the total voting power of all classes of the voting
stock of the Parent or the surviving Person and/or warrants or options to
acquire such voting stock, calculated on a fully diluted basis (a "Control
Person"), other than any such transaction in which the current executive
officers of the Parent who are also currently directors and their Affiliates or
The Zimmer Family Foundation become, individually or collectively, a Control
Person or (ii) the sale, lease or transfer of all or substantially all of the
Parent's assets (which includes the assets of its Subsidiaries) to any "Person"
or "group" (within the meaning of Sections 13(d) and 14(d)(2) of the Exchange
Act), except to the Parent or one or more of its Subsidiaries.
"Closing Date" shall mean the date on which the conditions
specified in Section 8.1 are satisfied.
-5"Code" shall mean the Internal Revenue Code of 1986, as
amended, as now or hereafter in effect, together with all regulations, rulings
and interpretations thereof or thereunder issued by the Internal Revenue
Service.
"Commitment" means, with respect to each Bank, the commitment
of such Bank to make Loans, expressed as an amount representing the maximum
aggregate amount of such Bank's outstanding Loans hereunder, as such commitment
may be reduced or increased from time to time pursuant to assignments by or to
such Bank pursuant to Section 13.10. The initial amount of each Bank's
Commitment is set forth on Schedule 2, or in the Assignment and Assumption
pursuant to which such Bank shall have assumed its Commitment, as applicable.
The initial aggregate amount of the Banks' Commitments is C$62,000,000.
"Consolidated Current Assets" means all items classified as
current assets on the consolidated financial statements of the Parent and the
Restricted Subsidiaries delivered to the Banks pursuant to Section 9.1, all as
determined in accordance with GAAP consistently applied.
"Consolidated Current Liabilities" means all items classified
as current liabilities of Parent and the Restricted Subsidiaries on the
consolidated financial statements delivered to the Banks pursuant to Section 9.1
other than any current portion of (i) the outstanding Loans and (ii) Debt
outstanding under this Agreement and outstanding Debt permitted by Section
10.2(h) and (i), all as determined in accordance with GAAP consistently applied.
"Consolidated Net Income" means with respect to any period,
net income of the Parent and the Restricted Subsidiaries on a consolidated basis
(after adjustment for income taxes), determined in accordance with GAAP.
"Consolidated Net Worth" means, as of any date, the total
shareholders' equity of the Parent and the Restricted Subsidiaries which appears
on the consolidated balance sheet of such Person as of such date, determined in
accordance with GAAP; excluding, however, (a) from total shareholders' equity,
mandatorily redeemable Preferred Stock of the Parent or a Restricted Subsidiary
to the extent included in total shareholders' equity and (b) Restricted
Investments by the Parent and the Restricted Subsidiaries in any Unrestricted
Subsidiaries.
"Contingent Liability" means (i) any agreement, undertaking or
arrangement by which any Person guarantees, endorses or otherwise becomes or is
contingently liable upon (by direct or indirect agreement, contingent or
otherwise, to provide funds for payment, to supply funds to, otherwise to invest
in, a debtor, or otherwise to assure a creditor against loss) the Debt,
obligation or any other liability of any other Person (other than by
endorsements of instruments in the ordinary course of collection), (ii)
obligations under surety, appeal or custom bonds, or (iii) guarantees of the
payment of dividends or other distributions upon the shares of or interest in
any other Person. The amount of any Person's obligation under any Contingent
Liability shall (subject to any limitations set forth therein) be deemed to be
the outstanding principal amount (or maximum principal amount, if larger) of the
Debt, obligation or other liability guaranteed thereby or, if applicable, such
lesser principal amount as is expressly stated to be the maximum principal
amount of such Person's obligation thereunder.

-6"Continuation Date" shall mean a date upon which the Borrower
has requested the continuation of the interest rate applicable to any Loan
pursuant to a Notice of Rate Continuation delivered pursuant to Section 3.
"Contractual Rent Expense" means, for any period as to the
Parent and the Restricted Subsidiaries, all payments (whether computed monthly
or annually) due under Leases of real property (including those resulting from
sale-leaseback transactions), including, without limitation, Base Rent Expense
and payments for percentage rent, common-area maintenance, insurance, and taxes
and any other amounts recorded in such Person's books and records in accordance
with their customary practices as rent expense, whether paid or accrued in the
applicable period of calculation, but excluding adjustments with respect to such
payments required to be made in conformity with GAAP for the purposes of
accounting for graduated lease payments, calculated for the four (4) immediately
preceding fiscal quarterly periods; provided, with respect to any acquisition of
an Acquisition Target which results in the requirement to provide pro forma
financial information pursuant to Article 11 of Regulation S-X (Reg Section
210.11.01, .02 and .03), Contractual Rent Expense of the Acquisition Target for
each full fiscal quarter included in the applicable computation period prior to
such Acquisition (including the fiscal quarter during which it was acquired)
shall be included, provided further that Contractual Rent Expense of the
Acquisition Target shall be adjusted for those applicable items of contractual
expense that will increase or decrease subsequent to the date of Acquisition,
such adjustments limited to those like adjustments included in the pro forma
financial statements provided in the Form 8-K filed with the Securities and
Exchange Commission pursuant to Article 11 of Regulation S-X.
"Control" means the possession, directly or indirectly, of the
power to direct or cause the direction of the management or policies of a
Person, whether through the ability to exercise voting power, by contract or
otherwise. "Controlling" and "Controlled" have meanings correlative thereto.
"Debt" means (without duplication), for any Person:
(a)
obligations of such Person for borrowed money
(including obligations, contingent or otherwise, of such Person
relative to the face amount of all letters of credit and letters of
guaranty, whether drawn or undrawn, and banker's acceptances issued for
the account of such Person);
(b)
obligations of such Person evidenced by bonds,
debentures, notes or similar instruments (but excluding sight drafts
that evidence current account payables arising in the ordinary course
of business which are not more than 90 days past due the original due
date);
(c)
obligations of such Person to pay the deferred
purchase price of property or services (but excluding current accounts
payable arising in the ordinary course of business which are not more
than 90 days past due the original due date);
(d)
obligations secured by (or for which the holder of
such obligations has an existing right, contingent or otherwise, to be
secured by) a Lien on Property owned or being purchased by such Person
(including obligations arising under conditional sales or other title
-7retention agreements), whether or not such obligations shall have been
assumed by such Person or is limited in recourse;
(e)

Capital Lease Obligations;

(f)

obligations under surety, appeal or custom bonds;

(g)

Contingent Liabilities of such Person;

(h)
obligations of such Person under or in connection
with a Sale and Lease-Back Transaction or similar arrangements; and
(i)
net obligations of such Person under Hedge Agreements
(the amount of such obligations to be equal at any time to the
termination value of such Hedge Agreement giving rise to such
obligation that would be payable by such Person at such time).
Debt of any Person shall include the Debt of any other entity
(including any partnership in which such Person is a general partner) to the
extent such Person is liable therefor as a result of such Person's ownership
interest in or other relationship with such entity, except to the extent the
terms of such Debt provide that such Person is not liable therefor.

"Debtor Laws" shall mean all applicable federal, state,
provincial or foreign liquidation, dissolution, winding-up, conservatorship,
bankruptcy, moratorium, arrangement, receivership, insolvency, reorganization,
or similar laws, or general equitable principles from time to time in effect
affecting the rights of creditors generally or providing for the relief of
debtors.
"Default" shall mean (i) any of the events specified in
Section 11, whether or not there has been satisfied any requirement in
connection with such event for the giving of notice, or the lapse of time, or
the happening of any further condition, event or act or (ii) any "Default" as
defined in the U.S. Revolving Credit Agreement.
"Disqualified Capital Stock" means, with respect to any
Person, that portion of any class or series of Capital Stock of such Person
that, by its terms or by the terms of any security into which it is convertible
or exchangeable, is, or upon the happening of an event or passage of time would
be, required to be redeemed or repurchased (including at the option of the
holder), in whole or in part, or has, or upon the happening of an event or
passage of time would have, a redemption sinking fund or similar payment due, in
either case, on or prior to the Maturity Date.
"Dollar Equivalent Value" means, with respect to an amount of
any Dollars, an amount of U.S. Dollars into which the Agent determines that it
could, in accordance with its practice from time to time in the interbank
foreign exchange market, convert such amount of Dollars, determined by using its
applicable quoted spot rate on the date on which such equivalent is to be
determined pursuant to the provisions of this Agreement.
"Dollars" and "C$" shall mean lawful currency of Canada.
-8"Domestic Lending Office" shall mean, with respect to any
Bank, the office of such Bank specified as its "Domestic Lending Office"
opposite its name on Schedule I attached hereto and made a part hereof or such
other office of such Bank as such Bank may from time to time specify to the
Borrower and the Agent. The Domestic Lending Office of the Agent shall be its
main office located in Toronto, Canada.
"EBITDA" means, for any period, as to the Parent and the
Restricted Subsidiaries, an amount equal to earnings before income taxes and
adjustment for extraordinary items, plus (a) depreciation and amortization, plus
(b) interest expense, plus, to the extent deducted in determining earnings
before extraordinary items, (c) other non-cash charges, minus, to the extent
added in determining earnings before extraordinary items, (d) non-cash income,
for the four (4) immediately preceding fiscal quarterly periods; provided, with
respect to any acquisition of an Acquisition Target which results in the
requirement to provide pro forma financial information pursuant to Article 11 of
Regulation S-X (Reg Section 210.11.01, .02 and .03), EBITDA of the Acquisition
Target for each full fiscal quarter included in the applicable computation
period prior to such Acquisition (including the fiscal quarter during which it
was acquired) shall be included, provided further that EBITDA of the Acquisition
Target shall be adjusted for those items of income and expense that will
increase or decrease subsequent to the date of Acquisition, such adjustments
limited to those adjustments included in the pro forma financial statements
provided in the Form 8-K filed with the Securities and Exchange Commission
pursuant to Article 11 of Regulation S-X.
"Environmental Lien" means a Lien in favor of a Governmental
Authority or other Person (a) for any liability under any Environmental
Protection Statute or (b) for damages arising from or costs incurred by such
Governmental Authority or other Person in response to a release or threatened
release of Hazardous Materials into the environment.
"Environmental Protection Statute" means (a) the Comprehensive
Environmental Response, Compensation and Liability Act of 1980 (as amended by
the Superfund Amendments and Reauthorization Act of 1986, 42 U.S.C.A. Section
9601 et seq.), as amended from time to time, and any and all rules and
regulations issued or promulgated thereunder ("CERCLA"); (b) the Resource
Conservation and Recovery Act (as amended by the Hazardous and Solid Waste
Amendment of 1984, 42 U.S.C.A. Section 6901 et seq.), as amended from time to
time, and any and all rules and regulations promulgated thereunder ("RCRA"); (c)
the Clean Air Act, 42 U.S.C.A. Section 7401 et seq., as amended from time to
time, and any and all rules and regulations promulgated thereunder; (d) the
Clean Water Act of 1977, 33 U.S.C.A. Section 1251 et seq., as amended from time
to time, and any and all rules and regulations promulgated thereunder; (e) the
Toxic Substances Control Act, 15 U.S.C.A. Section 2601 et seq., as amended from
time to time, and any and all rules and regulations promulgated thereunder; or
(f) any other federal or state or provincial law, statute, rule or regulation
enacted in connection with or relating to the protection or regulation of the
environment (including, without limitation, those laws, statutes, rules and
regulations regulating the disposal, removal, production, storing, refining,

handling, transferring, processing or transporting of Hazardous Materials) and
any rules and regulations issued or promulgated in connection with any of the
foregoing by any Governmental Authority, and "Environmental Protection Statutes"
means, collectively, each of the foregoing.
-9"ERISA" means the Employee Retirement Income Security Act of
1974, as amended from time to time, and the regulations promulgated and rulings
issued thereunder.
"ERISA Affiliate" means any subsidiary or trade or business
(whether or not incorporated) which is a member of a group of which the Parent
is a member and which is under common control within the meaning of Section 414
of the Code and the rules and regulations thereunder.
"ERISA Event" means any of the following events: (a) a
"Reportable Event" described in Section 4043 of ERISA and the regulations issued
thereunder (other than a "Reportable Event" not subject to the provisions for
the thirty (30)-day notice to the PBGC under such regulations), (b) the
withdrawal of the Parent from a Plan during a plan year in which it was a
"substantial employer" as defined in Section 4001(a)(2) of ERISA or the
incurrence of liability by the Parent under Section 4064 of ERISA, (c) the
distribution of a notice of intent to terminate a Plan pursuant to Section
4041(a)(2) of ERISA or the treatment of a Plan amendment as a termination under
Section 4041 of ERISA, (d) the institution of proceedings to terminate a Plan by
the PBGC, or (e) any other event or condition which might constitute grounds
under Section 4042 of ERISA for the termination of, or the appointment of a
trustee to administer, any Plan.
"Eurodollar", when used in reference to any Loan or Borrowing,
refers to whether such Loan, or the Loans comprising such Borrowing, are bearing
interest at a rate determined by reference to the Adjusted LIBO Rate plus the
Applicable Margin.
"Eurodollar Lending Office" shall mean, with respect to each
Bank, the office specified as such Bank's "Eurodollar Lending Office" opposite
its name on Schedule 1 attached hereto and made a part hereof (or, if no such
office is specified, its Domestic Lending Office) or such other office of such
Bank as such Bank may from time to time specify to the Borrower and the Agent.
"Eurodollar Loans" means Loans that bear interest at rates
based upon the Adjusted LIBO Rate plus the Applicable Margin.
"Event of Default" shall mean any of the events specified in
Section 11, provided that there has been satisfied any requirement in connection
with such event for the giving of notice, or the lapse of time, or the happening
of any further condition, event or act.
"Existing Credit Agreement" means that certain Term Credit
Agreement dated as of February 5, 1999, as amended by and among the Parent, the
Borrower, NationsBank, N.A. (now known as Bank of America, N.A.) as agent and
the other banks and financial institutions signatory thereto.
"Expiration Date" shall mean the last day of an Interest
Period.
"Fair Market Value" shall mean (i) with respect to any asset
(other than cash) the price at which a willing buyer would buy and a willing
seller would sell, such asset in an arms' length transaction, and (ii) with
respect to cash, the amount of such cash.
-10"Fiscal Year" means the Parent's fifty-two (52) or fifty-three
(53) week fiscal year, which ends on the Saturday nearest January 31 in each
calendar year; by way of example, references to "Fiscal 2002" shall mean the
fiscal year ended February 1, 2003.
"Fixed Charges" means, for any period as to the Parent and the
Restricted Subsidiaries, and without duplication, an amount equal to the sum of
(a) cash interest expense plus (b) Contractual Rent Expense plus (c) scheduled
payments on Capital Leases plus (d) scheduled principal payments in respect of
any Debt (excluding Lease payments relating to Sale and Lease-Back Transactions
covered by clause (b) or (c) of this definition and excluding scheduled
principal payments on Debt permitted by Section 10.2(h) and Section 10.2(i)
hereof) plus (e) cash dividends by the Parent; calculated for the four (4)
immediately preceding fiscal quarterly periods.
"Foreign Bank" has the meaning assigned to such term in
Section 4.7(d).
"Future Plan" has the meaning specified in Section 9.1(h)

hereof.
"GAAP" means generally accepted accounting principles set
forth in the opinions and pronouncements of the Accounting Principles Board and
the American Institute of Certified Public Accountants and statements and
pronouncements of the Financial Accounting Standards Board, or in such other
statements by such other entity as may be in general use by significant segments
of the accounting profession, which are applicable to the circumstances as of
the date of determination.
"Governmental Approval" means any authorization, consent,
approval, license or exemption of, registration or filing with, or report or
notice to, any Governmental Authority.
"Governmental Authority" means any national, state,
provincial, county, municipal or other government, domestic or foreign, any
agency, board, bureau, commission, court, department or other instrumentality of
any such government, or any arbitrator.
"Governmental Requirement" means any law, statute, code,
ordinance, order, rule, regulation, judgment, decree, injunction, writ, edict,
franchise, permit, certificate, license, award, authorization or other
direction, guideline, or requirement of any Governmental Authority, including,
without limitation, any requirement under common law.
"Guaranty" has the meaning set forth in Section 9.7(a).
"Hazardous Materials" means (a) any "hazardous waste" as
defined by RCRA; (b) any "hazardous substance" as defined by CERCLA; (c)
asbestos; (d) polychlorinated biphenyls; (e) any substance the presence of which
on any of the Parent's or any Subsidiary's Properties is prohibited by any
Governmental Authority; (f) petroleum, including crude oil and any fraction
thereof, natural gas liquids, liquefied natural gas and synthetic gas useable
for fuel (or mixtures of natural gas and such synthetic gas); (g) drilling
fluids, produced waters and other wastes associated with the exploration,
development or production of crude oil, natural gas or geothermal energy; and
(h) any other substance which, pursuant to any Governmental Requirement,
requires special handling in its collection, storage, treatment or disposal.
-11"Hedge Agreements" means all interest rate swaps, caps or
collar agreements or similar arrangements dealing with interest rates or
currency exchange rates or the exchange of nominal interest obligations, either
generally or under specific contingencies, and all commodity price protection
agreements and commodity price hedging agreements.
"Hedging Obligations" of any Person means the obligations of
such Person pursuant to any Hedge Agreement.
"Highest Lawful Rate" shall mean, with respect to each Bank,
the maximum non-usurious interest rate, if any, that at any time or from time to
time may be contracted for, taken, reserved, charged, or received with respect
to the Obligations, due to such Bank pursuant to this Agreement or any other
Loan Document, under laws applicable to such Bank which are presently in effect,
or, to the extent allowed by law, under such applicable laws which may hereafter
be in effect and which allow a higher maximum non-usurious interest rate than
applicable laws now allow. To the extent required by applicable law in
determining the Highest Lawful Rate with respect to any Bank as of any date,
there shall be taken into account the aggregate amount of all payments and
charges theretofore charged, reserved or received by such Bank hereunder or
under the other Loan Documents which constitute or are deemed to constitute
interest under applicable law.
"Houston Distribution Center" means the real property of the
Parent located in Harris County, Texas and commonly referred to by it as the
"Bellfort Distribution Facility Center", including additional real property from
time to time acquired in connection therewith, and the improvements, fixtures
and similar property from time to time located thereon or used in connection
therewith, which improved real property is used or intended for use in
connection with the business activities of the Parent and its Subsidiaries which
are permitted by Section 10.9.
"Information Memorandum" means the Confidential Information
Memorandum dated November, 2002 relating to the Parent and the Transactions, as
amended.
"Intercreditor Agreement" means the Intercreditor Agreement of
even date herewith among the Agent, the Parent, the Borrower and the agent under
the U.S. Revolving Credit Agreement, as amended from time to time.
"Intercompany Credit Agreements" shall mean, collectively, (i)
that certain Credit Agreement dated as of February 10, 1999, between the
Borrower and Moores Retail Group Inc. and the term note in the amount of

C$75,000,000 issued thereunder, and (ii) the term notes dated as of February 10,
1999 issued by Golden Brand Clothing (Canada) Ltd. and Moores The Suit People
Inc. to Moores Retail Group Inc. in the respective amounts of C$50,000,000 and
C$25,000,000; as each may be amended, modified or supplemented from time to time
in relation to the terms hereof.
"Interest Payment Date" means (a) with respect to any Canadian
Prime Rate Loan, the last day of each 30-day period during which such Loan is
outstanding and (b) with respect to any Eurodollar Loan, the last day of the
Interest Period applicable to the Borrowing of which Loan is a part and, in the
case of a Eurodollar Borrowing with an Interest Period of more than three
months' duration, each day prior to the last day of such Interest Period that
occurs at intervals of three months' duration after the first day of such
Interest Period.
-12"Interest Period" means with respect to any Eurodollar
Borrowing, the period commencing on the date of such Borrowing and ending on the
numerically corresponding day in the calendar month that is one, two, three or
six months thereafter, as the Borrower may elect, provided, that (i) if any
Interest Period would end on a day other than a Business Day, such Interest
Period shall be extended to the next succeeding Business Day unless such next
succeeding Business Day would fall in the next calendar month, in which case
such Interest Period shall end on the next preceding Business Day and (ii) any
Interest Period that commences on the last Business Day of a calendar month (or
on a day for which there is no numerically corresponding day in the last
calendar month of such Interest Period) shall end on the last Business Day of
the last calendar month of such Interest Period. For purposes hereof, the date
of a Borrowing initially shall be the date on which such Borrowing is made.
"Inventory" means the "inventory" (as that term is defined by
and within the meaning of GAAP) of the Parent and any Restricted Subsidiary
including, without limitation, merchandise in transit and piece goods in the
possession of manufacturers.
"Investment" of any Person means any investment so classified
under GAAP, and, whether or not so classified, includes (a) any direct or
indirect loan or advance made by it to any other Person, whether by means of
stock purchase, loan, advance or otherwise, (b) any capital contribution to any
other Person, and (c) any ownership or similar interest in any other Person.
"Law" means any federal, state, provincial or local law,
statute, ordinance, code, rule, regulation, license, permit, authorization,
decision, order, injunction or decree, domestic or foreign.
"Lease" means, as to any Person, any operating lease other
than a Capital Lease of any Property (whether real, personal or mixed) by that
Person as a lessee, together with all renewals, extensions and options thereon.
"LIBO Rate" means, with respect to any Eurodollar Borrowing
for any Interest Period, the rate appearing on Page 3740 of the Dow Jones Market
Service (or on any successor or substitute page of such Service, or any
successor to or substitute for such Service, providing rate quotations
comparable to those currently provided on such page of such Service, as
determined by the Agent from time to time for purposes of providing quotations
of interest rates applicable to Dollar deposits in the London interbank market)
at approximately 11:00 a.m., London time, two Business Days prior to the
commencement of such Interest Period, as the rate for Dollar deposits with a
maturity comparable to such Interest Period. In the event that such rate is not
available at such time for any reason, then the "LIBO Rate" with respect to such
Eurodollar Borrowing for such Interest Period shall be the rate at which Dollar
deposits of the Canadian Dollar Equivalent Value of $5,000,000 and for a
maturity comparable to such Interest Period are offered by the principal London
office of the Agent in immediately available funds in the London interbank
market at approximately 11:00 a.m., London time, two Business Days prior to the
commencement of such Interest Period.
"Lien" means, with respect to any asset, (a) any mortgage,
deed of trust, lien, pledge, hypothecation, encumbrance, charge or security
interest in, on or of such asset, (b) the interest of a vendor or a lessor under
any conditional sale agreement, capital lease or title retention agreement (or
any financing lease having substantially the same economic effect as any of the
foregoing) relating to
-13such asset and (c) in the case of securities, any purchase option, call or
similar right of a third party with respect to such securities.
"Loan" or "Loans" shall mean a Loan or Loans, respectively, as
the case may be, from the Banks to the Borrower made under this Agreement.

"Loan Documents" shall mean this Agreement, the Guarantees,
the Parent Guaranty, the Pledge Agreement, any Specified Hedge Agreements, and
all instruments, certificates and agreements now or hereafter executed or
delivered to the Agent, or any Bank pursuant to any of the foregoing and the
transactions connected therewith, and all amendments, modifications, renewals,
extensions, increases and rearrangements of, and substitutions for, any of the
foregoing.
"Majority Banks" means, at any time, Banks holding at least
51% of the aggregate unpaid principal amounts outstanding under the Notes held
by the Banks.
"Margin Stock" shall have the meaning assigned to such term in
Regulation U.
"Material Adverse Effect" means any material adverse effect on
(a) the business, properties, operations or condition (financial or otherwise)
of the Parent and its Restricted Subsidiaries, taken as a whole or (b) the
ability of the Parent or any Restricted Subsidiary to perform its respective
obligations under this Agreement, or any other Loan Document to which it is a
party on a timely basis or (c) the validity or enforceability of any of the Loan
Documents or the rights or remedies of the Agent and the Banks.
"Maturity Date" shall mean February 4, 2008.
"Multiemployer Plan" means a "multiemployer plan" as defined
in Section 4001(a)(3) of ERISA to which the Parent or any ERISA Affiliate is
making or accruing or has made or accrued an obligation to make contributions.
"Multiple Employer Plan" means a single employer plan, as
defined in Section 4001(a)(15) of ERISA, which (i) is maintained for employees
of the Parent or an ERISA Affiliate and at least one entity other than the
Parent or an ERISA Affiliate or (ii) was so maintained and in respect of which
the Parent or an ERISA Affiliate could have liability under Section 4064 or 4069
of ERISA in the event such plan has been or were to be terminated.
"Non-Guaranteeing Restricted Subsidiary" shall have the
meaning set forth in Section 9.7.
"Note" shall have the meaning set forth in Section 2.1(c)
hereof.
"Notice of Borrowing" shall have the meaning set forth in
Section 2.2(a) hereof.
"Notice of Rate Continuation" shall have the meaning set forth
in Section 3.1(a)(ii).
"Obligations" means the collective reference to the unpaid
principal of and interest on the Loans and all other obligations and liabilities
of the Parent, the Borrower or any Subsidiary
-14(including, without limitation, interest accruing at the then applicable rate
provided in this Agreement after the maturity of the Loans and interest accruing
at the then applicable rate provided in this Agreement after the filing of any
petition in bankruptcy, or the commencement of any insolvency, reorganization or
like proceeding, relating to the Parent, the Borrower or any Subsidiary, whether
or not a claim for post-filing or post-petition interest is allowed in such
proceeding) to the Agent or any Bank (or, in the case of any Specified Hedge
Agreement, any Affiliate of any Bank), whether direct or indirect, absolute or
contingent, due or to become due, or now existing or hereafter incurred, which
may arise under, out of, or in connection with, this Agreement or any other Loan
Documents, in each case whether on account of principal, interest, guarantee
obligations, reimbursement obligations, fees, indemnities, costs, expenses or
otherwise (including, without limitation, all fees and disbursements of counsel
to the Agent or any Bank that are required to be paid by the Borrower or any
Subsidiary pursuant to the terms of any of the foregoing agreements).
"Officer's Certificate" shall mean a certificate signed in the
name of the Borrower by a Responsible Officer.
"Other Taxes" shall have the meaning set forth in Section
4.7(b).
"Overnight Rate" means, as to Dollars, for any day, the rate
of interest per annum at which overnight deposits in Dollars, in an amount
approximately equal to the amount with respect to which such rate is being
determined, would be offered for such day by the Agent to major banks in the
applicable offshore interbank market.
"Parent" shall have the meaning set forth in the preamble
hereto.

"Parent Guaranty" shall mean a Parent Guaranty in
substantially the form attached as Exhibit E.
"PBGC" means the Pension Benefit Guaranty Corporation.
"PBGC Plan" means any Plan subject to Title IV of ERISA or
Section 412 of the Code.
"Permitted Business" shall have the meaning set forth in
Section 10.13.
"Permitted Debt" shall have the meaning set forth in Section
10.2 hereof.
"Permitted Liens" means:
(a)
Liens for current taxes, assessments or other
governmental charges which are not delinquent or remain payable without
any penalty, or the validity or amount of which is contested in good
faith by appropriate proceedings; provided however, that any right to
seizure, levy, attachment, sequestration, foreclosure or garnishment
with respect to Property of the Parent or any Subsidiary by reason of
such Lien has not matured, or has been and continues to be effectively
enjoined or stayed;
(b)
nonconsensual Liens imposed by operation of law,
including, without
-15limitation, landlord Liens (including consensual landlord Liens) for
rent not yet due and payable, and Liens for materialmen, mechanics,
warehousemen, carriers, employees, workmen, repairmen, current wages or
accounts payable not yet delinquent and arising in the ordinary course
of business; provided, however, that any right to seizure, levy,
attachment, sequestration, foreclosure or garnishment with respect to
Property of the Parent or any Subsidiary by reason of such Lien has not
matured, or has been, and continues to be, effectively enjoined or
stayed;
(c)
easements, rights-of-way, restrictions and other
similar Liens or imperfections to title arising in the ordinary course
of business that do not secure any Debt and which do not materially
interfere with the occupation, use and enjoyment by the Parent or any
Subsidiary of the Property encumbered thereby or materially impair the
value of such Property subject thereto;
(d)
Liens (other than any Lien imposed by ERISA) incurred
or deposits made in the ordinary course of business (i) in connection
with workers' compensation, unemployment insurance and other types of
social security, or (ii) to secure the performance of tenders,
statutory obligations, surety and appeal bonds, bids, leases,
performance or payment bonds, purchase, construction or sales contracts
and other similar obligations, in each case not incurred or made in
connection with the borrowing of money, the obtaining of advances or
credit or the payment of the deferred purchase price of property;
(e)
Liens arising out of or in connection with any
litigation or other legal proceeding which are being contested in good
faith by appropriate proceedings; provided however, (i) any right to
seizure, levy, attachment, sequestration, foreclosure or garnishment
with respect to Property of the Parent or any Subsidiary by reason of
such Lien has not matured or has been, and continues to be, effectively
enjoined or stayed, and (ii) no Event of Default exists under Section
11.8 relating thereto; and
(f)
UCC protective filings (or similar personal property
security filings in any province of Canada) with respect to personal
property leased to the Parent or any Subsidiary under operating leases.
"Person" shall mean an individual, partnership, joint venture,
corporation, joint stock company, bank, trust, unincorporated organization
and/or a government or any department or agency thereof.
"Plan" means any employee benefit plan within the meaning of
Section 3(3) of ERISA, other than a Multiemployer Plan, maintained by the Parent
or any ERISA Affiliate.
"Pledge Agreement" has the meaning set forth in Section 9.7(b)
hereof.
"Pledgors" means the pledgors party to the Pledge Agreement.

"Preferred Stock" means any class or series of Capital Stock
of a Person which is entitled to a preference or priority over any other class
or series of Capital Stock of such Person with
-16respect to any distribution of such Person's assets, whether with respect to
dividends, or upon liquidation or dissolution, or both.
"Property" or "Properties" shall mean any interest or right in
any kind of property or assets, whether real, personal, or mixed, owned or
leased, tangible or intangible, and whether now held or hereafter acquired.
"Pro Rata Percentage" shall mean with respect to any Bank, a
fraction (expressed as a percentage), the numerator of which shall be the amount
of such Bank's Commitment and the denominator of which shall be the aggregate
amount of all the Commitments of the Banks.
"Register" shall have the meaning set forth in Section
13.10(b).
"Related Facilities" means, collectively, (i) the U.S.
Revolving Credit Agreement and (ii) the facility or facilities, as applicable,
evidencing the Debt permitted by Section 10.2(i).
"Responsible Officer" means, as to any Person, the Chairman of
the Board, President, any Vice President, the Treasurer, Assistant Treasurer of
such Person.
"Restricted Investments" shall have the meaning set forth in
Section 10.5.
"Restricted Payments" shall have the meaning set forth in
Section 10.3.
"Restricted Subsidiary" shall mean the Subsidiaries designated
as Restricted Subsidiaries on Schedule 7.17 attached hereto, together with any
Subsidiary hereafter created or acquired and, at the time of creation or
acquisition, not designated by the Board of Directors of the Parent as an
Unrestricted Subsidiary. Any Subsidiary designated as an Unrestricted Subsidiary
for purposes of this Agreement may thereafter be designated as a Restricted
Subsidiary (upon approval by the Board of Directors of the Parent) upon 30 days'
prior written notice to the Agent if, at the time of such designation and after
giving effect thereto and after giving effect to the concurrent retirement of
any Debt, (i) no Event of Default or Default shall have occurred and be
continuing, (ii) such Subsidiary is organized under the laws of Canada, the
United Kingdom or the United States or any state or province thereof, (iii)
(except for directors' qualifying shares, and as otherwise provided in Section
10.10) 100% of each class of voting stock or other equity interests outstanding
of such Subsidiary is owned by the Parent or a wholly-owned Restricted
Subsidiary, and (iv) the Parent and such Subsidiary shall have complied with
Section 9.7. Except for director's qualifying shares and except as otherwise
provided in Section 10.10, each Restricted Subsidiary shall be directly or
indirectly wholly-owned by the Parent. Any designation that fails to comply with
the terms of this definition shall be null and void and of no effect whatsoever.
Upon such designation, the Parent shall deliver to the Agent of a certified copy
of the resolution giving effect to such designation and an Officer's Certificate
certifying that such designation complied with the foregoing conditions. At all
times during the term of this Agreement, each of the Borrower and its
Subsidiaries shall be a Restricted Subsidiary.
"Sale and Lease-Back Transaction" of any Person means any
arrangement entered into by such Person or any Subsidiary of such Person,
directly or indirectly, whereby such Person or any Subsidiary of such Person
shall sell or transfer any property, whether now owned or hereafter
-17acquired, and whereby such Person or any Subsidiary of such Person shall then or
thereafter rent or lease as lessee such property or any part thereof or other
property which such Person or any Subsidiary of such Person intends to use for
substantially the same purpose or purposes as the property sold or transferred.
"Securities Act" shall have the meaning set forth in Section
13.1.
"Specified Hedge Agreement" means any Hedge Agreement entered
into by the Borrower and any Bank or Bank Affiliate related to interest rates
under this Agreement.
"Similar Businesses" shall have the meaning set forth in
Section 7.18.

"Statutory Reserve Rate" means a fraction (expressed as a
decimal), the numerator of which is the number one and the denominator of which
is the number one minus the aggregate of the maximum reserve percentages
(including any marginal, special, emergency or supplemental reserves) expressed
as a decimal established by the Board to which the Agent is subject with respect
to the Adjusted LIBO Rate, for eurocurrency funding (currently referred to as
"Eurocurrency Liabilities" in Regulation D of the Board). Such reserve
percentages shall include those imposed pursuant to such Regulation D.
Eurodollar Loans shall be deemed to constitute eurocurrency funding and to be
subject to such reserve requirements without benefit of or credit for proration,
exemptions or offsets that may be available from time to time to any Bank under
such Regulation D or any comparable regulation. The Statutory Reserve Rate shall
be adjusted automatically on and as of the effective date of any change in any
reserve percentage.
"Subscription Agreement" means that certain Subscription
Agreement dated as of February 10, 1999 between Moores Retail Group Inc. and the
Borrower, as amended, modified or supplemented from time to time in accordance
with the terms hereof.
"Subsidiary" means, with respect to any Person (the "parent")
at any date, any corporation, limited liability company, partnership,
association or other entity the accounts of which would be consolidated with
those of the parent in the parent's consolidated financial statements if such
financial statements were prepared in accordance with GAAP as of such date, as
well as any other corporation, limited liability company, partnership,
association or other entity (a) of which securities or other ownership interests
representing more than 50% of the equity or more than 50% of the ordinary voting
power or, in the case of a partnership, more than 50% of the general partnership
interests are, as of such date, owned, controlled or held, or (b) that is, as of
such date, otherwise Controlled, by the parent or one or more subsidiaries of
the parent or by the parent and one or more subsidiaries of the parent.
"Taxes" shall have the meaning set forth in Section 4.7(a).
"Termination Date" means the date of the acceleration of
repayment of the Loans pursuant to Section 11 hereof.
"Total Funded Debt" means, at any time as to the Parent and
the Restricted Subsidiaries, and without duplication, an amount equal to the sum
of (a) the aggregate principal amount of all Loans outstanding on such date plus
(b) the aggregate principal amount of drawings
-18under letters of credit issued under the Related Facilities which have not then
been reimbursed pursuant to Section 2.4 thereunder, as applicable, plus (c) the
aggregate principal amount of all other outstanding Debt of the Borrower and the
Restricted Subsidiaries of the type described in clauses (a)-(d) of the
definition of "Debt" (excluding any undrawn amounts under outstanding letters of
credit).
"Transactions" means the execution, delivery and performance
of the Loan Documents by the parties thereto, the borrowing of the Loans and the
use of the proceeds thereof.
"Type", when used in reference to any Loan or Borrowing,
refers to whether the rate of interest on such Loan, or on the Loans comprising
such Borrowing, is determined by reference to the Adjusted LIBO Rate or the
Canadian Prime Rate.
"Unrestricted Subsidiary" shall mean each Subsidiary
designated as an Unrestricted Subsidiary on Schedule 7.17 attached hereto,
together with any Subsidiary which is hereafter designated by the Board of
Directors of the Parent as an Unrestricted Subsidiary, and in each case and
without further action or qualification, any Subsidiary of such Subsidiary so
designated as an Unrestricted Subsidiary. Any Subsidiary may be designated an
Unrestricted Subsidiary (upon approval by the Board of Directors of the Parent)
upon 30 days' prior written notice to the Agent if, at the time of such
designation and after giving effect thereto and after giving effect to the
concurrent retirement of any Debt, (i) no Event of Default or Default shall have
occurred and be continuing, (ii) such Subsidiary does not own, directly or
indirectly, any Debt or Capital Stock of, or other equity interest in, the
Parent or a Restricted Subsidiary, (iii) such Subsidiary does not own or hold
any Lien on any property of the Parent or any Restricted Subsidiary, (iv) such
Subsidiary is not liable, directly or indirectly, with respect to any Debt other
than Unrestricted Subsidiary Indebtedness, and (v) such designation would be
permitted by Section 10.2 and 10.5. Upon such designation, the Parent shall
deliver to the Agent of a certified copy of the resolution giving effect to such
designation and an Officer's Certificate certifying that such designation
complied with the foregoing conditions. The aggregate consideration paid in
connection with the Acquisition of any Person (plus, without duplication,
assumed Debt) thereafter designated as an Unrestricted Subsidiary shall be
considered an Investment in such Unrestricted Subsidiary equal to such amount.

"Unrestricted Subsidiary Indebtedness" of any Person means
Debt of such Person (a) as to which neither the Parent nor any Restricted
Subsidiary is directly or indirectly liable (by virtue of the Parent's or such
Restricted Subsidiary's being the primary obligor, or guarantor of, or otherwise
contractually liable in any respect on, such Debt), (b) which, upon the
occurrence of a default with respect thereto, does not result in, or permit any
holder of any Debt of the Parent or any Restricted Subsidiary to declare, a
default on such Debt of the Parent or any Restricted Subsidiary and (c) which is
not secured by any assets of the Parent or of any Restricted Subsidiary.
"U.S. Dollar" and "U.S. $" shall mean lawful currency of the
United States of America.
"U.S. Revolving Credit Agreement" means that certain Revolving
Credit Agreement of even date herewith among Parent, JPMorgan Chase Bank as
Agent, and the other parties thereto, as amended from time to time.
-19"U.S. Revolving Credit Agreement Termination Date" shall mean
the earlier of (i) the "Maturity Date", as such term is defined in the U.S.
Revolving Credit Agreement, (ii) the date on which the "Commitments" are
terminated and the "Loans" become due and payable under Section 11 of the U.S.
Revolving Credit Agreement, as such terms are defined therein, and (iii) the
date upon which the "Commitments" are terminated in full pursuant to Section 4.8
of the U.S. Revolving Credit Agreement and the "Loans" are repaid in full
pursuant to Section 4.3 of the U.S. Revolving Credit Agreement.
2.

THE CREDITS.
2.1.

LOANS.

(a)
Upon the terms and conditions and relying upon the
representations and warranties herein set forth, each Bank which is a party
hereto on the Closing Date severally agrees to make a Loan to the Borrower,
denominated in Dollars, on the Closing Date up to an aggregate principal amount
not exceeding such Bank's Commitment. Amounts borrowed hereunder and repaid or
prepaid may not be reborrowed.
(b)
Principal of the Loans outstanding on such date (if
any) shall be due and payable, together with accrued and unpaid interest
thereon, in equal quarterly installments of C$775,000, commencing on May 1,
2003, with each subsequent installment due on the last day of each fiscal
quarter, until the Maturity Date, or if earlier, the Termination Date; provided
that, notwithstanding any other provision of this Agreement but subject to
Section 11, in no event shall the aggregate principal amount required to be
repaid to the Banks prior to the fifth anniversary of this Closing Date, exceed
an amount equal to 25% of the aggregate original principal amount of the Loans.
On the Maturity Date, or if earlier, the Termination Date, all remaining
principal of the Loans outstanding shall be due and payable, together with all
accrued and unpaid interest thereon.
(c)
The Borrower shall execute and deliver to the Agent
for each Bank to evidence the Loan made by each Bank, a promissory note (each,
as the same may be amended, modified or extended from time to time, a "Note"),
which shall be (i) dated the Closing Date; (ii) in the principal amount of such
Bank's Commitment; and (iii) in substantially the form attached hereto as
Exhibit A, with the blanks appropriately filled. The outstanding principal
balance of each Note shall be payable on the Maturity Date. Each Note shall bear
interest on the unpaid principal amount thereof from time to time outstanding at
the rate per annum determined as specified in Section 3, payable on each
Interest Payment Date and at maturity, commencing with the first Interest
Payment Date following the date of such Note.
(d)
The Agent shall promptly notify each Bank which is a
party hereto on the Closing Date of the applicable interest rate under Section
3.1. Each Bank shall, before 12:00 Noon (Toronto time) on the Closing Date, make
available for the account of its Applicable Lending Office to the Agent at the
Agent's Domestic Lending Office, in immediately available funds, its Pro Rata
Percentage of such Borrowing. After the Agent's receipt of such funds and upon
fulfillment of the applicable conditions set forth in Section 8, on the Closing
Date the Agent shall make the Borrowing available to the Borrower at its
Domestic Lending Office in immediately available funds. Any deposit to the
Borrower's demand deposit account by the Agent pursuant to a request (whether
-20written or oral) believed by the Agent to be an authorized request by the
Borrower for a Loan hereunder shall be deemed to be a Loan hereunder for all
purposes with the same effect as if the Borrower had in fact requested the Agent
to make such Loan.

2.2.

BORROWING PROCEDURE.

(a)
The Borrowing of Loans by the Borrower hereunder
shall be by way of a single Borrowing of C$62,000,000 on the Closing Date. Such
Borrowing shall be made upon prior written notice from the Borrower to the Agent
in the form of Exhibit B hereto (the "Notice of Borrowing") delivered to the
Agent not later than 10:00 a.m. (Toronto time) at least three Business Day prior
to the Closing Date. The Notice of Borrowing shall be irrevocable and shall
specify (i) the amount of the proposed Borrowing and of each Loan comprising a
part thereof (which shall be in an aggregate amount of not less than C$3,000,000
or an integral multiple of C$1,000,000 in excess thereof); (ii) the Borrowing
Date (which shall be the Closing Date); (iii) the Interest Period with respect
to each such Loan and the Expiration Date of each such Interest Period
(provided, that there shall not be more than seven (7) Interest Periods in
effect at any one time under this Agreement); and (iv) the demand deposit
account of the Borrower as the Borrower shall notify to the Agent in its Notice
of Borrowing with which the proceeds of the borrowing are to be deposited. If no
Interest Period is specified with respect to any requested Eurodollar Revolving
Borrowing, then the Borrower shall be deemed to have selected an Interest Period
of one month's duration. Promptly upon its receipt of the Notice of Borrowing,
the Agent shall deliver by telefacsimile a copy thereof to each Bank.
(b)
Unless the Agent shall have received notice from a
Bank (which must be received at least one Business Day prior to the Closing
Date) that such Bank will not make available to the Agent such Bank's Pro Rata
Percentage of such Borrowing as and when required hereunder, the Agent may
assume that such Bank has made such portion available to the Agent on the date
of such Borrowing in accordance with Section 2.1(c), and the Agent may (but
shall not be so required), in reliance upon such assumption, make available to
the Borrower on such date a corresponding amount. The Agent shall give notice to
the Borrower of any notice the Agent receives under this Section 2.2(b),
provided that the Agent shall not be liable for the failure to give such notice.
If and to the extent any Bank shall not have made its full amount available to
the Agent in immediately available funds and the Agent in such circumstances has
made available to the Borrower such amount, that Bank shall on the Business Day
following such Borrowing Date make such amount available to the Agent, together
with interest at the rate determined by the Agent to be its costs of funds for
each day during such period. A notice of the Agent submitted to any Bank with
respect to amounts owing under this subsection (b) shall be conclusive, absent
manifest error. If such amount is so made available, such payment to the Agent
shall constitute such Bank's Loan on the date of Borrowing for all purposes of
this Agreement. If such amount is not made available to the Agent on the
Business Day following the Borrowing Date, the Agent will notify the Borrower by
the next succeeding Business Day of such failure to fund and, upon demand by the
Agent, the Borrower shall pay such amount to the Agent for the Agent's account,
together with interest thereon for each day elapsed since the date of such
Borrowing, at a rate per annum equal to the interest rate applicable at the time
to the Loans.
-21(c)
Each Loan shall be made as part of the Borrowing made
on the Closing Date consisting of Loans made by the Banks ratably in accordance
with their respective Commitments. The failure of any Bank to make any Loan to
be made by it as part of the Borrowing shall not relieve any other Bank of its
obligation, if any, hereunder to make its Loan on the date of such Borrowing;
provided that the Commitments of the Banks are several and no Bank shall be
responsible for the failure of any other Bank to make any Loan to be made by
such other Bank on the date of Borrowing.
3.

INTEREST RATE PROVISIONS
3.1.

INTEREST RATE DETERMINATION.

(a)
Except as specified in Sections 3.2, 3.3, 3.4 and
3.5, the Loans shall bear interest on the unpaid principal amount thereof from
time to time outstanding, until maturity, at a rate per annum (calculated based
on a year of 360 days in the case of the LIBO Rate, and a year of 365 or 366
days, as the case may be, in the case of any Canadian Prime Rate Loan, in each
case for the actual days elapsed) as follows:
(i)
The principal balance of the Loans from time to time
outstanding shall bear interest at an annual rate equal to:
(A)
with respect to any Eurodollar Loan, the
lesser of, (y) the Adjusted LIBO Rate plus the Applicable
Margin, with respect thereto or (z) the Highest Lawful Rate,
from the first day to, but not including, the Expiration Date
of the Interest Period then in effect with respect thereto;
(B)
with respect to any Canadian Prime Rate
Loan, the lesser of (y) the Canadian Prime Rate plus the
Applicable Margin, with respect thereto or (z) the Highest
Lawful Rate, from the first day to, but not including, the

earlier of the Maturity Date or conversion to another Type of
Loan;
(ii)
The Borrower may, upon irrevocable written notice to
the Agent in accordance with Section 3.1(a)(ii)(A), elect to continue
(for the same or different Interest Period), as of the last day of the
applicable Interest Period, any Eurodollar Loans having Interest
Periods expiring on such day (or any part thereof not less than
C$3,000,000, or that is in an integral multiple of C$1,000,000 in
excess thereof).
(A)
To continue a Loan as provided in Section
3.1(a)(ii) the Borrower shall deliver a Notice of Rate
Continuation in the form of Exhibit C hereto (a "Notice of
Rate Continuation"), to be received by the Agent not later
than 11:00 a.m. (Toronto time) at least (i) four Business Days
in advance of the Continuation Date, specifying:
(i)

the date on which such Loan was

made;
(ii)
to such Loan;
(iii)

the interest rate then applicable
the amount of such Loan;

-22(iv)

the proposed Continuation Date;

(v)
continued; and

the aggregate amount of Loans to be

(vi)
Interest Period.

the duration of the requested

(B)
If upon the expiration of any Interest
Period applicable to Eurodollar Loans, the Borrower has failed
to select a new Interest Period to be applicable to such
Eurodollar Loans prior to the fourth Business Day in advance
of the expiration date of the current Interest Period
applicable thereto as provided in Section 3.1(a)(ii), or if
any Default or Event of Default then exists, the Borrower
shall be deemed to have elected an Interest Period of one
month effective as of the expiration date of such Interest
Period, and all conditions to such conversion shall be deemed
to have been satisfied.
(C)
The Agent will promptly notify each Bank of
its receipt of a Notice of Rate Continuation, or, if no timely
notice is provided by the Borrower, the Agent will promptly
notify each Bank of the details of any automatic conversion.
All conversions and continuations shall be made ratably
according to the respective outstanding principal amounts of
the Loans with respect to which the notice was given held by
each Bank.
(D)
During the existence of a Default or Event
of Default, the Borrower may not elect to have a Loan
converted into or continued as an Eurodollar Loan.
(iii)
Nothing contained herein shall authorize the Borrower
(A) to convert any Loan into or continue any Loan as a Eurodollar Loan
unless the Expiration Date of the Interest Period for such Loan occurs
on or before the Maturity Date or (B) to continue or change the
interest rates applicable to any Eurodollar Loan prior to the
Expiration Date of the Interest Period with respect thereto.
(iv)
Notwithstanding anything set forth herein to the
contrary (other than Section 13.11), if a Default has occurred and is
continuing, and upon written notice to the Borrower from the Agent,
each outstanding Loan shall bear interest at a rate per annum which
shall be equal to the lesser of (x) 2% above the interest rate
otherwise applicable thereto or (y) the Highest Lawful Rate, which
interest shall be due and payable on demand.
(b)
The Canadian Prime Rate for each Canadian Prime Rate
Loan shall be determined by the Agent on each day such Canadian Prime Rate Loan
shall be outstanding, or if such day is not a Business Day, on the next
succeeding Business Day. The LIBO Rate for the Interest Period for each
Eurodollar Loan shall be determined by the Agent two (2) Business Days before
the first day of such Interest Period.
(c)

Each determination of an applicable interest rate by

the Agent shall be conclusive and binding upon the Borrower and the Banks in the
absence of manifest error.
-233.2.

AVAILABILITY OF EURODOLLAR LOANS.

(a)
In the case of a proposed continuation of Loans for
an additional Interest Period pursuant to Section 3.1, the Banks shall be under
no obligation to continue such Loans if the Agent has received notice from any
of the Banks by 5:00 p.m. (Toronto time) three Business Days prior to the day of
such continuation that such Bank cannot continue to provide Eurodollar Loans
denominated in such Dollars, in which event the Agent will give notice to the
Borrower not later than 9:00 a.m. (Toronto time) on the second Business Day
prior to the requested date of such continuation that the continuation of such
Eurodollar Loans is not then available, and notice thereof also will be given
promptly by the Agent to the Banks. If the Agent shall have so notified the
Borrower that any such continuation of Eurodollar Loans is not then available,
any Notice of Rate Change/Continuation with respect thereto shall be deemed
withdrawn and such Eurodollar Loans shall be automatically converted into
Canadian Prime Rate Loans with effect from the last day of the applicable
Interest Period with respect to such Eurodollar Loans, and all conditions to
such conversion shall be deemed to have been satisfied. The Agent will promptly
notify the Borrower and the Banks of any such automatic conversion.
(b)
Notwithstanding anything herein to the contrary,
during the existence of a Default or an Event of Default, upon the request of
the Majority Banks, all or any part of any outstanding Eurodollar Loans shall be
converted into Canadian Prime Rate Loans with effect from the last day of the
Interest Period with respect to such Eurodollar Loans, and all conditions to
such conversion shall be deemed to have been satisfied. The Agent will promptly
notify the Borrower of any such conversion request.
3.3.

INCREASED COST AND REDUCED RETURN.

(a)
If, after the date hereof, the adoption of any
applicable law, rule, or regulation, or any change in any applicable law, rule,
or regulation, or any change in the interpretation or administration thereof by
any governmental authority, central bank, or comparable agency charged with the
interpretation or administration thereof, or compliance by any Bank (or its
Applicable Lending Office) with any request or directive (whether or not having
the force of law) of any such governmental authority, central bank, or
comparable agency:
(i)
shall impose, modify or deem applicable any reserve,
special deposit or similar requirement against assets, deposits with or
for the account of, or credit extended by, any Bank (except any such
reserve requirement reflected in the Adjusted LIBO Rate); or
(ii)
shall impose on any Bank or the Canadian or United
States market for certificates of deposit or the London interbank
market any other condition affecting this Agreement or Eurodollar Loans
made by such Bank;
and the result of any of the foregoing is to increase the cost to such Bank (or
its Applicable Lending Office) of making, converting into, continuing, or
maintaining any Eurodollar Loans (or of maintaining its obligation to make a
Eurodollar Loan) or to reduce the amount of any sum received or receivable by
such Bank (or its Applicable Lending Office) under this Agreement, in each case
by an amount deemed material by such Bank, then the Borrower shall pay to such
Bank such amount or
-24amounts as will compensate such Bank for such increased cost or reduction,
provided, that the Borrower will not be responsible for paying any amounts
pursuant to this Section 3.3 accruing for a period greater than 180 days prior
to the date that such Bank notifies the Borrower of the circumstances giving
rise to such increased costs or reductions and of such Bank's intention to claim
compensation therefor; provided further that, if the circumstances giving rise
to such increased costs or reductions is retroactive, then the 180-day period
referred to above shall be extended to include the period of retroactive effect
thereof
(b)
If, after the date hereof, any Bank shall have
determined that the adoption of any applicable law, rule, or regulation
regarding capital adequacy or any change therein or in the interpretation or
administration thereof by any governmental authority, central bank, or
comparable agency charged with the interpretation or administration thereof, or
any request or directive regarding capital adequacy (whether or not having the
force of law) of any such governmental authority, central bank, or comparable
agency, has or would have the effect of reducing the rate of return on the
capital of such Bank or any corporation controlling such Bank as a consequence

of such Bank's obligations hereunder to a level below that which such Bank or
such corporation could have achieved but for such adoption, change, request, or
directive (taking into consideration its policies with respect to capital
adequacy), then from time to time the Borrower shall pay to such Bank such
additional amount or amounts as will compensate such Bank such reduction,
provided, that the Borrower will not be responsible for paying any amounts
pursuant to this Section 3.3 accruing for a period greater than 180 days prior
to the date that such Bank notifies the Borrower of the circumstances giving
rise to such increased costs or reductions and of such Bank's intention to claim
compensation therefor; provided further that, if the circumstances giving rise
to such increased costs or reductions is retroactive, then the 180-day period
referred to above shall be extended to include the period of retroactive effect
thereof.
(c)
Each Bank shall promptly notify the Borrower and the
Agent of any event of which it has knowledge, occurring after the date hereof,
which will entitle such Bank to compensation pursuant to this Section and will
use reasonable efforts to designate a different Applicable Lending Office if
such designation will avoid the need for, or reduce the amount of, such
compensation and will not, in the judgment of such Bank be otherwise
disadvantageous to it. The Borrower hereby agrees to pay all reasonable costs
and expenses incurred by any Bank in connection with any such designation. Any
Bank claiming compensation under this Section shall do so in good faith on a
nondiscriminatory basis. In determining such amount, such Bank may use any
reasonable averaging and attribution methods. A certificate of a Bank setting
forth in reasonable detail such amount or amounts as shall be necessary to
compensate such Bank as specified in this Section 3.3 may be delivered to the
Borrower and the Agent and shall be conclusive absent manifest error. The
Borrower shall pay to the Agent for the account of such Bank the amount shown as
due on any such certificate within fifteen (15) days after its receipt of the
same.
3.4.
LIMITATION ON TYPES OF LOANS. If on or prior to the
first day of any Interest Period for any Eurodollar Loan:
(a)
the Agent determines (which determination shall be
conclusive) that by reason of circumstances affecting the relevant
market, adequate and reasonable means do not exist
-25for ascertaining the Adjusted LIBO Rate or the LIBO Rate as applicable,
for such Interest Period; or
(b)
the Majority Banks determine (which determination
shall be conclusive) and notify the Agent that the Adjusted LIBO Rate
plus the Applicable Margin will not adequately and fairly reflect the
cost to the Banks of funding Eurodollar Loans for such Interest Period;
then the Agent shall give the Borrower prompt notice thereof specifying the
relevant Type of Loans and the relevant amounts or periods, and until the Agent
notifies the Borrower and the Banks that the circumstances giving rise to such
notice no longer exist, (i) the Banks shall be under no obligation to make
additional Loans of such Type, continue Loans of such Type, or to convert Loans
of any other Type into Loans of such Type, (ii) the Borrower shall, on the last
day(s) of the then current Interest Period(s) for the outstanding Loans of the
affected Type, either prepay such Loans or convert such Loans into another Type
of Loan in accordance with the terms of this Agreement, (iii) any Notice of Rate
Change/Continuation that requests the conversion of any Borrowing to, or
continuation of any Borrowing as, a Eurodollar Borrowing shall be ineffective,
and (iv) if any Borrowing Request requests a Eurodollar Revolving Borrowing,
such Borrowing shall be made as a Canadian Prime Rate Borrowing. Each Bank will
use reasonable efforts to designate a different Applicable Lending Office if
such designation will avoid the effects of this Section 3.4 and will not, in the
judgment of such Bank, be otherwise disadvantageous to it. The Borrower hereby
agrees to pay all reasonable costs and expenses incurred by any Bank in
connection with any such designation.
3.5.

ILLEGALITY.

(a)
If any Bank shall determine (which determination
shall be conclusive and binding on the Borrower) that the introduction of or any
change in or in the interpretation of any law, regulation, guideline or order
(in each case, introduced, changed or interpreted after the Closing Date) makes
it unlawful, or any central bank or other governmental authority asserts that it
is unlawful, for such Bank to make, continue or maintain any Eurodollar Loan as,
or to convert any Loan into, a Eurodollar Loan, the obligations of the affected
Bank to make, continue, maintain or convert any such Eurodollar Loans shall, on
notice thereof from such Bank to the Borrower, upon such determination,
forthwith be suspended until such Bank shall promptly notify the Agent and the
Borrower that the circumstances causing such suspension no longer exist at the
end of the then current Interest Periods with respect thereto or sooner, if
required by such law or assertion. Upon receipt of such notice, the Borrower
shall, upon demand from such Bank, convert all Eurodollar Loans from such Bank

to Canadian Prime Loans, either on the last day of the Interest Period thereof,
if such Bank may lawfully continue to maintain such Eurodollar Loans to such
day, or immediately, if such Bank may not lawfully continue to maintain such
Eurodollar Loans. Upon any such conversion, the Borrower shall also pay interest
on the amount so converted. If any such conversion of a Eurodollar Loan occurs
on a day which is not the last day of the then current Interest Period with
respect thereto, the Borrower shall also pay to such Bank such amounts, if any,
as may be required pursuant to Section 3.6.
(b)
Each Bank will use reasonable efforts to designate a
different Applicable Lending Office if such designation will avoid the effects
of this Section 3.5 and will not, in the
-26judgment of such Bank, be otherwise disadvantageous to it. The Borrower hereby
agrees to pay all reasonable costs and expenses incurred by any Bank in
connection with any such designation.
(c)
If the obligation of any Bank to make a Eurodollar
Loan or to continue, or to convert Loans into, Eurodollar Loans shall be
suspended pursuant to Section 3.4 hereof, such Bank's Eurodollar Loans shall be
converted into Canadian Prime Loans as provided above, and, unless and until
such Bank gives notice as provided below that the circumstances specified in
Section 3.4 hereof that gave rise to such conversion no longer exist:
(i)
to the extent that such Bank's Eurodollar Loans have
been so converted, all payments and prepayments of principal that would
otherwise be applied to such Bank's Eurodollar Loans shall be applied
instead to its Canadian Prime Loans; and
(ii)
all Loans that would otherwise be made or continued
by such Bank as Eurodollar Loans shall be made or continued instead as
Canadian Prime Loans, and all Loans of such Bank that would otherwise
be converted into Eurodollar Loans shall be converted instead into (or
shall remain as) Canadian Prime Loans.
If such Bank gives notice to the Borrower (with a copy to the Agent) that the
circumstances specified in Section 3.5 hereof that gave rise to the conversion
of such Bank's Eurodollar Loans pursuant to this Section 3.5 no longer exist
(which such Bank agrees to do promptly upon such circumstances ceasing to exist)
at a time when Eurodollar Loans made by other Banks are outstanding, such Bank's
Canadian Prime Loans shall be automatically converted, on the first day(s) of
the next succeeding Interest Period(s) for such outstanding Eurodollar Loans, to
the extent necessary so that, after giving effect thereto, all Loans held by the
Banks holding Eurodollar Loans and by such Bank are held pro rata (as to
principal amounts, Types, and Interest Periods) in accordance with their
respective Commitments.
3.6.
Borrower shall pay to such
(in the reasonable opinion
expense (including loss of

COMPENSATION. Upon the request of any Bank, the
Bank such amount or amounts as shall be sufficient
of such Bank) to compensate it for any loss, cost, or
anticipated profits) incurred by it as a result of:

(a)
any payment, prepayment, or conversion of a
Eurodollar Loan for any reason (including, without limitation, the
acceleration of the Loans pursuant to Section 11) on a date other than
the last day of the Interest Period for such Eurodollar Loan;
(b)
any failure by the Borrower for any reason
(including, without limitation, the failure of any condition precedent
specified in Article 8 to be satisfied) to borrow, convert, continue,
or prepay a Eurodollar Loan on the date for such borrowing, conversion,
continuation, or prepayment specified in the relevant notice of
borrowing, prepayment, continuation, or conversion under this
Agreement; or
(c)
the assignment of any Eurodollar Loan other than on
the last day of the Interest Period applicable thereto as a result of a
requirement by the Borrower pursuant to Section 3.7.
-27In the case of a Eurodollar Loan, such loss, cost or expense to any Bank shall
be deemed to include an amount determined by such Bank to be the excess, if any,
of (i) the amount of interest which would have accrued on the principal amount
of such Loan had such event not occurred, at the Adjusted LIBO Rate plus the
Applicable Margin that would have been applicable to such Loan, for the period
from the date of such event to the last day of the then current Interest Period
therefor (or in the case of a failure to borrow, convert or continue, for the
period that would have been the Interest Period for such Loan), over (ii) the
amount of interest which would accrue on such principal amount for such period
at the interest rate which such Bank would bid were it to bid, at the

commencement of such period, for dollar deposits of a comparable amount and
period from other banks in the eurodollar market. A certificate of any Bank
setting forth in reasonable detail any amount or amounts that such Bank is
entitled to receive pursuant to this Section shall be delivered to the Borrower
and shall be conclusive absent manifest error. The Borrower shall pay such Bank
the amount shown as due on any such certificate within 10 days after receipt
thereof.
3.7.
REPLACEMENT OF BANKS. If any Bank requests
compensation under Sections 3.3 or 4.7, or if any Bank defaults in its
obligation to fund Loans hereunder, or otherwise has given notice pursuant to
Sections 3.2, 3.3, 3.4 or 3.5 (unless in each case the basis for such request or
notice is generally applicable to all Banks), then the Borrower may, at its sole
expense and effort, upon notice to such Bank and the Agent within 90 days of
such request or notice, if no Default or Event of Default exists, require such
Bank to assign and delegate (in accordance with and subject to the restrictions
contained in Section 13.10), all its interests, rights and obligations under
this Agreement and the U.S. Revolving Credit Agreement to an assignee that shall
assume such obligations (which assignee may be another Bank, if a Bank accepts
such assignment); provided that (i) the Borrower shall have received the prior
written consent of the Agent, which consent shall not unreasonably be withheld,
(ii) such Bank shall have received payment of an amount equal to the outstanding
principal of its Loans and participations in Letters of Credit, accrued interest
thereon, accrued fees and all other amounts payable to it hereunder and under
the U.S. Revolving Credit Agreement, from the assignee (to the extent of such
outstanding principal and accrued interest and fees) or the Borrower (in the
case of all other amounts) and (iii) in the case of any such assignment
resulting from a claim for compensation under Sections 3.3 or 4.7, such
assignment will result in a reduction in such compensation or payments. A Bank
shall not be required to make any such assignment and delegation if, prior
thereto, as a result of a waiver by such Bank or otherwise, the circumstances
entitling the Borrower to require such assignment and delegation cease to apply.
3.8.
SURVIVAL. The agreements contained in Article 3 shall
survive the termination of this Agreement and the payment in full of the
Obligations for a period of 180 days thereafter.
3.9.
AVAILABILITY OF CANADIAN PRIME RATE LOANS. It is
understood and agreed that the Canadian Prime Rate is not an interest rate
option voluntarily available to the Borrower hereunder, but is instead an
alternative "fall-back" rate available only under the conditions specified in
this Agreement.
3.10.
YEARLY RATE. Whenever interest hereunder is by the
terms hereof to be calculated on the basis of a year of 360 days (or 365 days
during a year of 366 days), the rate of interest applicable under this Agreement
to such calculation expressed as an annual rate for the purposes of the Interest
Act (Canada) is equivalent to such rate as so calculated multiplied by
-28the number of days in the calendar year in which the same is to be ascertained
and divided by 360 (or 365).
4.

PREPAYMENTS AND OTHER PAYMENTS.
4.1.

[INTENTIONALLY OMITTED]

4.2.

[INTENTIONALLY OMITTED]

4.3.
OPTIONAL PREPAYMENTS. The Borrower shall have the
right at any time and from time to time to prepay the Loans, in whole or in
part; provided, that each partial prepayment (i) of any Eurodollar Loans shall
be in an aggregate principal amount of at least C$1,000,000 or an integral
multiple of C$500,000 in excess thereof, and (ii) of any Canadian Prime Rate
Loans shall be in an aggregate principal amount of at least C$500,000 or an
integral multiple of C$100,000 in excess thereof, in each case, together with
interest accrued thereon to the date of such prepayment and all amounts due, if
any, under Section 3.6. Any prepayment shall be applied to reduce the remaining
scheduled installments in inverse order of maturity.
4.4.
NOTICE OF PAYMENTS. The Borrower shall give the Agent
at least three (3) Business Days' prior written notice of each prepayment
proposed to be made by it pursuant to Section 4.3, specifying the principal
amount of the Loans to be prepaid, the prepayment date and the account of the
Borrower to be charged if such prepayment is to be so effected. Notice of such
prepayment having been given, the principal amount of the Loans specified in
such notice, together with interest thereon to the date of prepayment, shall
become due and payable on such prepayment date. If the Borrower pays or prepays
any Eurodollar Loan prior to the end of the Interest Period applicable thereto,
such payment shall be subject to Section 3.6.
4.5.

PLACE OF PAYMENT OR PREPAYMENT

(a)
All payments to be made by the Borrower shall be made
without set-off, recoupment or counterclaim. All payments and prepayments made
in accordance with the provisions of this Agreement in respect of commitment
fees or of principal or interest shall be made to the Agent, for the account of
the relevant Bank, to an account identified by the Agent to the Borrower, no
later than 12:00 Noon (Toronto time) in immediately available funds. Unless the
Agent shall have received notice from the Borrower prior to the date on which
any payment is due to the Banks hereunder that the Borrower will not make any
payment due hereunder in full, the Agent may assume that the Borrower has made
such payment in full to the Agent on such date and the Agent may, in reliance
upon such assumption, cause to be distributed to each Bank on such due date an
amount equal to the amount then due to such Bank. If and to the extent the
Borrower shall not have so made such payment in full to the Agent, each Bank
shall repay to the Agent forthwith on demand such amount distributed to such
Bank together with interest thereon, for each day from the date such amount is
distributed to such Bank until the date such Bank repays such amount to the
Agent, at the rate determined by the Agent to be its costs of funds. If and to
the extent that the Agent receives any payment or prepayment from the Borrower
and fails to distribute such payment or prepayment to the Banks ratably on the
basis of their respective Pro Rata Percentage on the day the Agent receives such
payment or prepayment, and such distribution shall not be so made by the Agent
in full on the
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thereof together with interest thereon at the Overnight Rate for each day from
the date such amount is paid to the Agent by the Borrower until the date the
Agent pays such amount to such Bank. Notwithstanding the Agent's failure to so
distribute any such payment, as between the Borrower and the Banks, such payment
shall be deemed received and collected.
(b)
The Agent shall not be liable to the Borrower or any
of the Banks in any way whatsoever for any delay, or the consequences of any
delay, in the crediting to any account of any amount required by this Agreement
to be paid by the Agent if the Agent shall have taken all relevant steps to
achieve, on the date required by this Agreement, the payment of such amount in
immediately available, freely transferable, cleared funds in Dollars to the
account with the bank in the principal financial center which the Borrower or,
as the case may be, any Bank shall have specified for such purpose. In this
paragraph (b), "all relevant steps" means all such steps as may be prescribed
from time to time by the regulations or operating procedures or such clearing or
settlement system as the Agent may from time to time determine for the purpose
of clearing or settling payments of Dollars.
4.6.
NO PREPAYMENT PREMIUM OR PENALTY. Each prepayment
pursuant to Section 4.3 shall be without premium or penalty.
4.7.

TAXES.

(a)
Subject to Section 13.11, any and all payments by the
Borrower hereunder or under any other Loan Document to or for the account of any
Bank or the Agent shall be made free and clear of and without deduction for any
and all present or future (i) taxes, deductions, charges or withholdings, and
all liabilities with respect thereto, including, without limitation, such taxes,
deductions, charges, withholdings or liabilities whatsoever, excluding, in the
case of each Bank and Agent, taxes imposed on its overall net income (including
penalties and interest payable in respect thereof), and franchise taxes imposed
on it, by the jurisdiction under the laws of which such Bank or Agent (as the
case may be) is organized or any political subdivision thereof and, in the case
of each Bank, taxes imposed on its overall net income (including penalties and
interest payable in respect thereof), and franchise taxes imposed on it, by the
jurisdiction of such Bank's Applicable Lending Office or any political
subdivision thereof and, in the case of each Bank and Agent, taxes imposed by
reason of such Bank or Agent, for the purposes of the Income Tax Act (Canada),
not dealing at arm's length with the Borrower, being a resident of or deemed
resident in Canada, being a non-resident insurer carrying on an insurance
business in Canada and elsewhere, or carrying on business in Canada, determined
otherwise than solely on the basis of entering into any Loan Document to which
it is a party or consummating or performing the transactions contemplated
thereby or in order to exercise the rights purported to be granted thereto under
the Loan Documents or receiving payments thereunder (all such non-excluded
taxes, deductions, charges, withholdings and liabilities being hereinafter
referred to as "Taxes") and (ii) Other Taxes. In the case of a Bank that is a
domestic corporation, within the meaning of Section 7701 of the Code, the taxes
that are imposed by the United States of America and that are identified in the
preceding sentence are the taxes that are imposed by Section 11, Section 55 and
Section 59A of the Code, or by any comparable provision of future law. Subject
to Section 13.11 hereof, if the Borrower shall be required by Law to deduct any
Taxes or Other Taxes from or in respect of any sum payable hereunder or under
any other Loan Document to any Bank or Agent, (i) the sum payable shall be
increased as may be necessary so that
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after making all required deductions (including deductions applicable to
additional sums payable under this Section 4.7) such Bank or Agent (as the case
may be) receives an amount equal to the sum it would have received had no such
deductions been made, (ii) the Borrower shall make such deductions, (iii) the
Borrower shall pay the full amount deducted to the relevant taxation authority
or other authority in accordance with applicable Law and (iv) the Borrower shall
confirm that all applicable Taxes and Other Taxes, if any, imposed on it by
virtue of the transactions under this Agreement have been properly and legally
paid by it to the appropriate taxation authority or other authority by sending
official tax receipts or certified copies of such receipts to such Bank within
thirty (30) days after payment of any applicable tax.
(b)
In addition, subject to Section 13.11 hereof, the
Borrower agrees to pay any present or future stamp or documentary taxes, value
added taxes, excise or property taxes, or similar taxes, charges or levies which
arise from any payment made hereunder or from the execution, delivery or
registration of, or otherwise with respect to, this Agreement or any other Loan
Document (hereinafter referred to as "Other Taxes").
(c)
SUBJECT TO SECTION 13.11 HEREOF, THE BORROWER WILL
INDEMNIFY EACH BANK AND AGENT FOR THE FULL AMOUNT OF TAXES OR OTHER TAXES
(INCLUDING, WITHOUT LIMITATION, ANY TAXES OR OTHER TAXES IMPOSED BY ANY
JURISDICTION ON AMOUNTS PAYABLE UNDER THIS SECTION 4.7) PAID BY SUCH BANK OR
AGENT (ON THEIR BEHALF OR ON BEHALF OF ANY BANK) (AS THE CASE MAY BE) AND ANY
LIABILITY (INCLUDING PENALTIES, INTEREST AND EXPENSES) ARISING THEREFROM OR WITH
RESPECT THERETO, WHETHER OR NOT SUCH TAXES OR OTHER TAXES WERE CORRECTLY OR
LEGALLY ASSERTED. THIS INDEMNIFICATION SHALL BE MADE WITHIN THIRTY (30) DAYS
FROM THE DATE SUCH BANK OR AGENT (AS THE CASE MAY BE) MAKES WRITTEN DEMAND
THEREFOR.
(d)
Each Bank organized under the laws of a jurisdiction
outside the United States (a "Foreign Bank"), on or prior to the date of its
execution and delivery of this Agreement in the case of each Bank listed on the
signature pages hereof and on or prior to the date on which it becomes a Bank in
the case of each other Bank, and from time to time thereafter if requested in
writing by the Borrower or the Agent (but only so long as such Bank remains
lawfully able to do so), shall provide the Borrower and the Agent with (i)
Internal Revenue Service Form W-8 BEN or W-8 EC1, as appropriate, or any
successor form prescribed by the Internal Revenue Service, certifying that such
Bank is entitled to benefits under an income tax treaty to which the United
States is a party which reduces the rate of withholding tax on payments of
interest or certifying that the income receivable pursuant to this Agreement is
effectively connected with the conduct of a trade or business in the United
States, (ii) Internal Revenue Service Form W-9, as appropriate, or any successor
form prescribed by the Internal Revenue Service, and (iii) any other form or
certificate required by any taxing authority (including any certificate required
by Sections 871(h) and 881(c) of the Internal Revenue Code), certifying that
such Bank is entitled to an exemption from or a reduced rate of tax on payments
pursuant to this Agreement or any of the other Loan Documents.
(e)
For any period with respect to which a Bank has
failed to provide the Borrower and the Agent with the appropriate form pursuant
to Section 4.7(d) (unless such failure is due to a change in treaty, law, or
regulation occurring subsequent to the date on which a form originally was
required to be provided), such Bank shall not be entitled to indemnification
under Section 4.7 with respect to Taxes imposed by the United States in excess
of the amount of Taxes that
-31would have been imposed had such Bank provided the appropriate form; provided,
however, that should a Bank, which is otherwise exempt from or subject to a
reduced rate of withholding tax, become subject to Taxes because of its failure
to deliver a form required hereunder, the Borrower shall take such steps as such
Bank shall reasonably request to assist such Bank to recover such Taxes.
(f)
If the Borrower is required to pay additional amounts
to or for the account of any Bank pursuant to this Section 4.7, then such Bank
will agree to use reasonable efforts to change the jurisdiction of its
Applicable Lending Office so as to eliminate or reduce any such additional
payment which may thereafter accrue if such change, in the judgment of such
Bank, is not otherwise disadvantageous to such Bank.
(g)
Within thirty (30) days after the date of any
deduction of taxes, deductions, charges or withholdings from any payments by the
Borrower hereunder or under any other Loan Document, the Borrower shall furnish
to the Agent the original or a certified copy of a receipt evidencing the
payment by the Borrower to the appropriate taxation authority or other authority
of the amount so deducted.
(h)
Without prejudice to the survival of any other
agreement of the Borrower hereunder, the agreement and obligations of the

Borrower contained in this Section 4.7 shall survive the payment in full of
principal and interest hereunder.
4.8.
PAYMENTS ON BUSINESS DAY. Whenever any payment or
prepayment hereunder shall be stated to be due on a day other than a Business
Day, such payment shall be made on the next succeeding Business Day, and such
extension of time shall in such case be included in the computation of payment
of interest; provided, however, if such extension would cause payment of
interest on or principal of Eurodollar Loans to be made in the next following
calendar month, such payment shall be made on the next preceding Business Day.
5.

[INTENTIONALLY OMITTED]

6.

APPLICATION OF PROCEEDS

The Borrower agrees that the proceeds of the Loans shall be
used for (i) Acquisitions permitted under Section 10.13, (ii) the repayment in
full of the Existing Credit Agreement, and (iii) general corporate purposes and
working capital needs.
7.

REPRESENTATIONS AND WARRANTIES
The Parent represents and warrants that:

7.1.
ORGANIZATION AND QUALIFICATION. The Parent and each
Restricted Subsidiary (a) is duly organized, validly existing, and in good
standing under the laws of its jurisdiction of organization; (b) has the power
and authority to own its properties and to carry on its business as now
conducted; and (c) is duly qualified to do business and is in good standing in
every jurisdiction where such qualification is necessary and where failure to be
so qualified would have a Material Adverse Effect.
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FINANCIAL STATEMENTS. The Parent has furnished the
Banks with its audited consolidated financial statements for the Fiscal Years
2000 and 2001 and its unaudited consolidated financial statements for the fiscal
quarters ended April 4, 2002, August 3, 2002 and November 2, 2002, certified by
its chief financial officer, including balance sheets, income and cash flow
statements. The statements described above have been prepared in conformity with
GAAP. The statements described above fully and fairly present the consolidated
financial condition of the Parent and its Subsidiaries and the results of their
operations as at the dates and for the periods indicated. As of the Closing
Date, there has been no event since February 2, 2002 which could reasonably be
expected to have a Material Adverse Effect. As of the Closing Date, there exists
no material contingent liabilities or obligations, unusual long-term commitments
or unrealized losses of the Parent or any of its Subsidiaries which are not
fully disclosed in such financial statements or disclosed by the Parent to the
Agent in writing.
7.3.
LITIGATION. There is no action, suit or proceeding
pending (or, to the best knowledge of the Parent, threatened) against the Parent
or any Subsidiary thereof before any court, administrative agency or arbitrator
(i) which could reasonably be expected to have a Material Adverse Effect or (ii)
that involve any of the Loan Documents or the Transactions.
7.4.
DEFAULT. Neither the Parent nor any Subsidiary
thereof is in default under or in violation of (i) the provisions of any
instrument evidencing any Debt or of any agreement relating thereto or (ii) any
judgment, order, writ, injunction or decree of any court or any order,
regulation or demand of any Governmental Authority, in each case which default
or violation could reasonably be expected to have a Material Adverse Effect.
There is in effect no waiver or waivers with respect to any loan agreement,
indenture, mortgage, security agreement, lease or other agreement or obligation
to which the Parent or any Restricted Subsidiary thereof is a party which is
limited as to duration or is subject to the fulfillment of any condition which
if not in effect could reasonably be expected to have a Material Adverse Effect.
7.5.
TITLE TO PROPERTIES. The Parent and each Restricted
Subsidiary have good and indefeasible title to, or valid leasehold interests in,
its respective material real and personal Properties, in each case, purported to
be owned or leased by it, as the case may be, free of any Liens except those
permitted in Section 10.1. All Leases necessary for the conduct of the business
of the Parent and each Restricted Subsidiary are valid and subsisting and are in
full force and effect. Each of the Parent and its Restricted Subsidiaries owns,
or is licensed to use, all trademarks, tradenames, copyrights, patents and other
intellectual property material to its business, and the use thereof by the
Parent and its Restricted Subsidiaries does not infringe upon the rights of any
Person, except for any such infringements that, individually or in the
aggregate, could not reasonably be expected to result in a Material Adverse
Effect.
7.6.
PAYMENT OF TAXES. The Parent and each Subsidiary
thereof has filed or caused to be filed all federal, state, provincial and

foreign income tax returns which are required to be filed, and has paid or
caused to be paid all taxes as shown on such returns or on any assessment
received by it to the extent that such taxes have become due, except for such
taxes and assessments as are being contested in good faith in appropriate
proceedings and reserved for in accordance with GAAP in the manner required by
Section 9.10.
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CONFLICTING OR ADVERSE AGREEMENTS OR RESTRICTIONS.
Neither Parent nor any Subsidiary thereof is a party to any contract or
agreement or subject to any restriction which could reasonably be expected to
have a Material Adverse Effect. Neither the execution and delivery by Parent or
any Subsidiary of the Loan Documents to which it is a party nor the consummation
by it of the transactions contemplated thereby nor its fulfillment and
compliance with the respective terms, conditions and provisions thereof will (i)
result in a breach of, or constitute a default under, the provisions of (a) any
order, writ, injunction or decree of any court which is applicable to it or (b)
any material contract or agreement to which it is a party or by which it is
bound, (ii) result in or require the creation or imposition of any Lien on any
of its property pursuant to the express provisions of any material agreement to
which it is a party or (iii) result in any violation by it of (a) its charter,
bylaws or other organizational documents or (b) any Law or regulation of any
Governmental Authority applicable to it.
7.8.
AUTHORIZATION, VALIDITY, ETC. The Parent and each
Subsidiary thereof has the power and authority to make, execute, deliver and
carry out the Loan Documents to which it is a party and the transactions
contemplated therein and to perform its obligations thereunder and all such
action has been duly authorized by all necessary proceedings on its part. The
Loan Documents to which it is a party have been duly and validly executed and
delivered by the Parent and each Subsidiary thereof and constitute valid and
legally binding agreements of the Borrower and each Subsidiary thereof
enforceable in accordance with their respective terms, except as limited by
Debtor Laws.
7.9.
INVESTMENT COMPANY ACT NOT APPLICABLE. Neither Parent
nor any Subsidiary thereof is an "investment company", or a company "controlled"
by an "investment company", within the meaning of the Investment Company Act of
1940, as amended.
7.10.
PUBLIC UTILITY HOLDING COMPANY ACT NOT
Neither Parent nor any Subsidiary thereof is a "holding company",
"subsidiary company" of a "holding company", or an "affiliate" of
company", or an affiliate of a "subsidiary company" of a "holding
"public utility", as such terms are defined in the Public Utility
Company Act of 1935, as amended.

APPLICABLE.
or a
a "holding
company", or a
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7.11.
MARGIN STOCK. Neither the Parent nor any Subsidiary
thereof is engaged in the business of extending credit for the purpose of
purchasing or carrying Margin Stock, and no proceeds of any Loan will be used
(a) to purchase or carry any Margin Stock or to extend credit to others for the
purpose of purchasing or carrying any Margin Stock; (b) to reduce or retire any
Debt which was originally incurred to purchase or carry any such Margin Stock;
(c) for any other purpose which might constitute this transaction a "purpose
credit" within the meaning of Regulation U or X; or (d) to acquire any security
of any Person who is subject to Sections 13 and 14 of the Securities Exchange
Act. After applying the proceeds of each Loan, not more than twenty-five percent
(25%) of the value (as determined in accordance with Regulation U) of the
Parent's assets is represented by Margin Stock. Neither the Parent nor any
Subsidiary thereof, nor any Person acting on behalf of the Parent or any
Subsidiary, has taken or will take any action which might cause any Loan
Document to violate Regulation U or X or any other regulation of the Board of
Governors of the Federal Reserve System.
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ERISA; CANADIAN BENEFIT AND PENSION PLANS. Neither
the Parent nor any ERISA Affiliate has ever established, maintained, contributed
to or been obligated to contribute to, and neither the Parent and each ERISA
Affiliate nor any ERISA Affiliate has any liability or obligation with respect
to any PBGC Plan, Multiemployer Plan or Multiple Employer Plan. Neither the
Parent nor any ERISA Affiliate has any present intention to establish a PBGC
Plan, a Multiemployer Plan or a Multiple Employer Plan. Neither the Parent nor
any ERISA Affiliate has ever established, maintained, contributed to or been
obligated to contribute to any employee welfare benefit plan (as defined in
Section 3(1) of ERISA) which provides benefits to retired employees (other than
as required by Section 601 of ERISA). The Parent and each ERISA Affiliate is in
compliance in all material respects with all applicable provisions of ERISA and
the Code with respect to each Plan, including the fiduciary provisions thereof,
and each Plan is, and has been, maintained in compliance in all material
respects with ERISA and, where applicable, the Code. Full payment when due has
(and, on the Closing Date will have) been made of all amounts which the Parent

and each ERISA Affiliate is required under the terms of each Plan or applicable
law to have paid as contributions to such Plan as of the date hereof.
All obligations of the Parent, Borrower and each of their
Subsidiaries under each Canadian Pension Plan and Canadian Benefit Plan have
been performed in accordance with the terms thereof and any requirement of
applicable Law (including, without limitation, the Income Tax Act (Canada) and
the Supplemental Pension Plan Act (Quebec)), except where the failure to so
perform would not reasonably be expected to result in a Material Adverse Effect.
No Canadian Pension Plan has any unfunded liabilities which would reasonably be
expected to have a Material Adverse Effect.
7.13.
FULL DISCLOSURE. All information heretofore or
contemporaneously furnished by or on behalf of the Parent or any Subsidiary
thereof in writing to the Agent or any Bank for purposes of or in connection
with this Agreement or any transaction contemplated hereby is (including,
without limitation, the Information Memorandum) and all other such information
hereafter furnished by or on behalf of the Parent or any Subsidiary thereof in
writing to the Agent or any Bank will be, (a) true and accurate in all material
respects on the date as of which such information is dated or certified and (b)
taken as a whole with all such written information provided to the Agent or any
Bank, not incomplete by omitting to state any material fact necessary to make
such information not misleading in light of the circumstances under which such
information was provided; provided, that, with respect to projected financial
information, the Parent represents only that such information was prepared in
good faith based upon assumptions believed to be reasonable at the time. There
is no fact known to the Parent or any Subsidiary which is reasonably likely to
have a Material Adverse Effect, which has not been disclosed herein or in such
other written documents, information or certificates furnished to the Agent and
the Banks for use in connection with the transactions contemplated hereby.
7.14.

ENVIRONMENTAL MATTERS

(a)
Neither the Parent nor any Subsidiary thereof (i) has
received any summons, citation, directive, letter, notice or other form of
communication, or otherwise learned of any claim, demand, action, event,
condition, report or investigation indicating or concerning any potential or
actual liability which would individually, or in the aggregate, have a Material
Adverse Effect arising in connection with (A) any noncompliance with, or
violation of, the requirements of any
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Hazardous Materials into the environment; or (C) the existence of any
Environmental Lien on any Property of the Parent or any Subsidiary; or (ii) has
any actual or, to its knowledge, threatened liability to any Person under any
Environmental Protection Statute which would, individually or in the aggregate,
have a Material Adverse Effect.
(b)
The Parent and each Subsidiary thereof has obtained
all consents, licenses or permits which are required under all Environmental
Protection Statutes (including, without limitation, laws relating to emissions,
discharges, releases or threatened releases of Hazardous Materials into the
environment (including, without limitation, air, surface water, ground water or
land) or otherwise relating to the manufacture, processing, distribution, use,
treatment, storage, disposal, transport or handling of Hazardous Materials),
except to the extent that failure to have or obtain any such consent, license or
permit does not have a Material Adverse Effect. The Parent and each Subsidiary
thereof is in compliance with all terms and conditions of the consents, licenses
or permits required to be obtained by it, and is also in compliance with all
other limitations, restrictions, conditions, standards, prohibitions,
requirements, obligations, schedules and timetables contained in those laws or
contained in any regulation, code, plan, order, injunction, notice or demand
letter issued, entered, promulgated or approved thereunder, except to the extent
that failure to comply does not have a Material Adverse Effect.
7.15.
PERMITS AND LICENSES. All material permits, licenses
and other Governmental Approvals necessary for the Parent and its Restricted
Subsidiaries to carry on their respective businesses have been obtained and are
in full force and effect and neither the Parent nor any Subsidiary is in
material breach of the foregoing. The Parent and each Restricted Subsidiary
thereof own, or possess adequate licenses or other valid rights to use, all
trademarks, trade names, service marks, copyrights, patents and applications
therefore which are material to the conduct of the business, operations or
financial condition of the Parent or such Restricted Subsidiary.
7.16.
SOLVENCY. As of the Closing Date, upon giving effect
to the execution and delivery of the Loan Documents by each party thereto, the
following are true and correct:
(a)
The fair saleable value of the assets of the Parent
and each Subsidiary exceeds the amount that will be required to be paid
on, or in respect of, the existing debts and other liabilities

(including, without limitation, pending or overtly threatened
litigation in reasonably foreseeable amounts in excess of effective
insurance coverage and all other contingent liabilities) of the Parent
and each Subsidiary as they mature;
(b)
The assets of the Parent and each Subsidiary do not
constitute unreasonably small capital for it to carry out its business
as now conducted and as proposed to be conducted including its capital
needs, taking into account the particular capital requirements of the
business conducted by it, and reasonably projected capital requirements
and capital availability thereof;
(c)
Neither the Parent, nor any Subsidiary, intends to
incur debts beyond its ability to pay such debts as they mature (taking
into account the timing and amounts of cash reasonably expected to be
received by the Parent and such Subsidiary, as the case may be,
-36and of amounts reasonably expected to be payable on or in respect of
debt of the Borrower and such Subsidiary, as the case may be); and
(d)
With respect to the Borrower and any other Subsidiary
of the Parent incorporated or having property in Canada (i) the
property of each such Person is, at a fair valuation, sufficient, if
disposed of at a fairly conducted sale under legal process, to enable
payment of all its obligations, due and accruing due, (ii) each such
Person has not ceased paying its current obligations in the ordinary
course of business as they generally become due; and (iii) each such
Person is not for any reason unable to meet its obligations as they
generally become due.
7.17.
CAPITAL STRUCTURE. As of the Closing Date, the Parent
owns the percentage of all classes of Capital Stock of each Subsidiary and the
ownership of each such Subsidiary and the ownership of Parent as of the date
hereof is as set forth on Schedule 7.17 attached hereto. Except for the
Subsidiaries described on Schedule 7.17 or as otherwise notified to the Agent in
writing pursuant to Section 9.1(i), the Parent has no other Subsidiaries. As of
the Closing Date, Parent has no partnership or joint venture interests in any
other Person except as set forth in Schedule 7.17. All of the issued and
outstanding shares of Capital Stock of the Parent and each Subsidiary are fully
paid and nonassessable and, except as created by the Pledge Agreements are free
and clear of any Lien. As of the Closing Date, each Non-Guaranteeing Restricted
Subsidiary is set forth on Schedule 7.17.
7.18.
INSURANCE. The Parent and each Subsidiary maintain
insurance of such types as is usually carried by corporations of established
reputation engaged in the same or similar business and which are similarly
situated ("Similar Businesses") with financially sound and reputable insurance
companies and associations (or as to workers' compensation or similar insurance,
in an insurance fund or by self-insurance authorized by the jurisdiction in
which its operations are carried on), and in such amounts as such insurance is
usually carried by Similar Businesses. Schedule 7.18 sets forth a description of
all insurance maintained by or on behalf of the Parent and its Subsidiaries as
of the Closing Date. As of the Closing Date, all premiums in respect of such
insurance which are then due and payable have been paid except for such premiums
as are subject to good faith dispute and the coverage of which remains in force,
except as to trivial and insignificant coverage scope.
7.19.
COMPLIANCE WITH LAWS. The business and operations of
the Parent and each Restricted Subsidiary as conducted at all times have been
and are in compliance in all respects with all applicable Laws, except where the
failure to so comply could not reasonably be expected to have a Material Adverse
Effect.
7.20.
NO CONSENT. Except to the extent the same has already
been obtained, no authorization or approval or other action by, and no notice to
or filing with, any Person or any Governmental Authority is required for the due
execution, delivery and performance by the Parent or any Subsidiary thereof of
this Agreement or any other Loan Document to which it is a party, the borrowings
hereunder as contemplated herein, or the effectuation of the transactions
contemplated under any Loan Document to which it is a party.
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CONDITIONS.

8.1.
CLOSING DATE. The obligations of the Banks to make
Loans hereunder shall not become effective until the date on which each of the
following conditions is satisfied (or waived in accordance with Section 13.18):
(a)
Approvals. The Borrower shall have obtained all
orders, approvals or consents of all Persons required for the

execution, delivery and performance by the Parent, the Borrower and
each Subsidiary of each Loan Document to which it is a party.
(b)
Compliance with Law. The business and operations of
the Parent, the Borrower and each Subsidiary as conducted at all times
relevant to the transactions contemplated by this Agreement to and
including the close of business on the Closing Date shall have been and
shall be in compliance (other than any failure to be in compliance that
could not reasonably be expected to result in a Material Adverse
Effect) with all applicable Laws. No Law shall prohibit the
transactions contemplated by the Loan Documents. No order, judgment or
decree of any Governmental Authority, and no action, suit,
investigation or proceeding pending or threatened in any court or
before any arbitrator or Governmental Authority that purports to affect
the Parent, the Borrower or any Subsidiary, shall exist that could
reasonably be expected to have a Material Adverse Effect.
(c)
Officer's Certificate. On the Closing Date, the Agent
shall have received a certificate dated the Closing Date of a
Responsible Officer of the Parent (with a copy thereof for each Bank)
certifying that (i) there has not occurred a material adverse change in
the business, assets, operations, condition (financial or otherwise) or
prospects of the Parent and its Subsidiaries or in the facts and
information regarding such Persons as represented in the Parent's most
recent annual audited financial statements dated February 2, 2002, (ii)
the Parent and its Restricted Subsidiaries are in compliance with all
existing financial obligations, (iii) no Default or Event of Default
shall have occurred and be continuing, and (iv) the representations and
warranties of the Parent and each Restricted Subsidiary contained in
the Loan Documents (other than those representations and warranties
limited by their terms to a specific date, in which case they shall be
true and correct as of such date) shall be true and correct on and as
of the Closing Date.
(d)
Insurance. On the Closing Date, the Agent shall have
received all such information as the Agent shall reasonably request
concerning the insurance maintained by the Parent and each Subsidiary.
(e)
Payment of Expenses. Payment of the reasonable
expenses of, or incurred by, the Agent and counsel, to the extent
billed as of the Closing Date, to and including the Closing Date in
connection with the negotiation and closing of the transactions
contemplated herein.
(f)

[Intentionally omitted].
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(g)
U.S. Revolving
forth in Section 8.1 of the U.S.
satisfied (or waived pursuant to
shall be on terms and conditions

Credit Agreement. The conditions set
Revolving Credit Agreement shall be
the terms thereof), which agreement
reasonably satisfactory to the Banks.

(h)
Existing Credit Agreement. Contemporaneous with, and
with the initial use of the proceeds from, the Borrowing, the Borrower
shall have terminated and repaid in full the Existing Credit Agreement.
(i)
Required Documents and Certificates. On the Closing
Date, the Banks shall have received the following, in each case in
form, scope and substance satisfactory to the Banks:
(i)
this Agreement executed and delivered on
behalf of each party hereto;
(ii)
(iii)
by the Parent;

the Notes;
the Parent Guaranty, executed and delivered

(iv)
the Guaranty, executed and delivered by each
Restricted Subsidiary (other than any Non-Guaranteeing
Restricted Subsidiary, Moores The Suit People U.S., Inc. and
Chelsea Market Systems LLC) existing as of the Closing Date;
(v)
the Pledge Agreement, executed and delivered
on behalf of each party thereto, together with (y) any
certificates representing all shares of such stock so pledged
and for each such certificate a stock power executed in blank
and (z) any instruments evidencing Debt so pledged;
(vi)
an Officer's Certificate from the Parent,
each Affiliate Guarantor and each Pledgor dated as of the
Closing Date certifying, inter alia, (A) Articles of
Incorporation or Bylaws (or equivalent corporate documents),

as amended and in effect of such Person; (B) resolutions duly
adopted by the Board of Directors of such Person authorizing
the transactions contemplated by the Loan Documents to which
it is a party and (C) the incumbency and specimen signatures
of the officers of such Person executing documents on its
behalf;
(vii)
a certificate from the appropriate public
official of each jurisdiction in which the Parent and each
Subsidiary is organized as to the continued existence and good
standing of such Person;
(viii)
a certificate from the appropriate public
official of each jurisdiction in which the Parent and each
Subsidiary is authorized and qualified to do business as to
the due qualification and good standing of such Person, where
failure to be so qualified or certified is reasonably likely
to have a Material Adverse Effect;
(ix)
legal opinions in form, substance and scope
satisfactory to the Agent from counsel for, and issued upon
the express instructions of, the Parent, the
-39Borrower, the Pledgors and the Affiliate Guarantors;
(x)
certified copies of Requests for Information
of Copies (Form UCC-11), or equivalent reports, for each
Canadian Province, the States of Delaware, Texas and
California, each Canadian Province listing all effective
financing statements which name the Parent and each Subsidiary
(under its present name, any trade names and any previous
names) as debtor and which are filed, together with copies of
all such financing statements;
(xi)
the Intercreditor Agreement, duly executed
and delivered by the parties thereto;
(xii)
Section 7.2; and

the financial statements referred to in

(xiii)
any other documents reasonably requested by
the Agent prior to the Closing Date.
In addition, as of the Closing Date, all legal matters
incident to the transactions herein contemplated shall be satisfactory to the
Agent and the Banks.
The Agent shall notify the Borrower and the Banks of the
Closing Date, and such notice shall be conclusive and binding. Notwithstanding
the foregoing, the obligations of the Banks to make Loans hereunder shall not
become effective unless each of the foregoing conditions is satisfied (or waived
pursuant to Section 13.18) at or prior to 3:00 p.m., Toronto time, on January
31, 2003 (and, in the event such conditions are not so satisfied or waived, the
Commitments shall terminate at such time).
8.2.
CONDITIONS TO EACH LOAN. The obligation of the Banks
to make and continue each Loan is subject to the following conditions:
(a)
Representations True and No Defaults. (i) The
representations and warranties of the Parent and each Subsidiary
contained in the Loan Documents (other than those representations and
warranties limited by their terms to a specific date, in which case
they shall be true and correct as of such date) shall be true and
correct on and as of the particular Borrowing Date or the applicable
Continuation Date as though made on and as of such date; (ii) no event
has occurred since the date of the most recent financial statements
delivered pursuant to Section 9.1(a) (or in the case of a Borrowing
prior to the delivery of such statements, February 4, 2002), that has
caused or could reasonably be expected to cause a Material Adverse
Effect; and (iii) no Event of Default or Default shall have occurred
and be continuing or result therefrom.
(b)
Borrowing Documents. On the Borrowing Date, the Agent
shall have received a Notice of Borrowing in respect of the Loans
delivered in accordance with Section 2.2.
(c)
Continuation Documents. On each Continuation Date,
the Agent shall have received a Notice of Rate Continuation.
-40-

9.

AFFIRMATIVE COVENANTS

The Parent covenants and agrees that, so long as any Loan
shall remain unpaid, or any Bank shall have any Commitment hereunder, the Parent
will:
9.1.
REPORTING AND NOTICE REQUIREMENTS. Furnish to the
Agent (with a copy for each Bank) for delivery to the Banks:
(a)
Quarterly Financial Statements. As soon as available
and in any event within sixty (60) days after the end of each fiscal
quarter of the Parent (excluding the fourth quarter), consolidated
balance sheets of the Parent and its Subsidiaries as of the end of such
quarter and consolidated statements of earnings, shareholders' equity
and cash flow of the Parent and its Subsidiaries for the period
commencing at the end of the previous Fiscal Year of the Parent and
ending with the end of such fiscal quarter, setting forth in each case
in comparative form corresponding consolidated figures for the
corresponding period in the immediately preceding Fiscal Year of the
Parent, all in reasonable detail and certified by a Responsible Officer
as presenting fairly the consolidated financial position of the Parent
and its Subsidiaries as of the date indicated and the results of their
operations for the period indicated in conformity with GAAP,
consistently applied, subject to changes resulting from year-end audit
adjustments.
(b)
Annual Financial Statements. As soon as available and
in any event within one hundred five (105) days after the end of each
Fiscal Year of the Parent, audited consolidated statements of earnings,
shareholders' equity and cash flow of the Parent and its Subsidiaries
for such Fiscal Year, and audited consolidated balance sheets of the
Parent and its Subsidiaries as of the end of such Fiscal Year, setting
forth in each case in comparative form corresponding consolidated
figures for the immediately preceding year, all in reasonable detail
and satisfactory in form, substance, and scope to the Agent, together
with the unqualified opinion of Deloitte & Touche LLP or other
independent certified public accountants of recognized national
standing selected by the Parent stating that such financial statements
fairly present the consolidated financial position of the Parent and
its Subsidiaries as of the date indicated and the consolidated results
of their operations and cash flow for the period indicated in
conformity with GAAP, consistently applied (except for such
inconsistencies which may be disclosed in such report), and that the
audit by such accountants in connection with such consolidated
financial statements has been made in accordance with generally
accepted auditing standards.
(c)
Consolidated Statements. In the event that the Parent
or any of its Restricted Subsidiaries have made an Investment in an
Unrestricted Subsidiary and such Investment continues to be
outstanding, consolidated financial statements (balance sheets,
statements of earnings, shareholders' equity and cash flow) of the
Parent and Restricted Subsidiaries. The consolidated financial
statements referred to in this Section 9.1(c) will be provided within
the time frame specified in Section 9.1(a) or 9.1(b), as appropriate,
but will not be subject to audit and will not include customary
footnotes.
-41(d)
Compliance Certificate. Together with the delivery of
any information required by Subsection (a) and Subsection (b) of this
Section 9.1, a certificate in the form of Exhibit D hereto signed by a
Responsible Officer of the Parent, (i) stating that there exists no
Event of Default or Default, or if any Event of Default or Default
exists, specifying the nature thereof, the period of existence thereof,
and what action the Parent proposes to take with respect thereto; and
(ii) setting forth such schedules, computations and other information
as may be required to demonstrate that the Parent is in compliance with
its covenants in Sections 10.2, 10.3, 10.5, 10.13 and 10.14 hereof.
(e)
Notice of Default. Promptly after any Responsible
Officer or the Corporate Controller of the Parent or the Borrower knows
or has reason to know that any Default or Event of Default has
occurred, a written statement of a Responsible Officer of the Parent
setting forth the details of such event and the action which the Parent
has taken or proposes to take with respect thereto.
(f)
Notice of Litigation. Promptly after any Responsible
Officer or the Corporate Controller of the Parent or of any Subsidiary
obtaining knowledge of the commencement thereof, notice of any
litigation, legal, administrative or arbitral proceeding, investigation
or other action of any nature which involves the reasonable possibility
of any judgment or liability which could have a Material Adverse Effect

and which notice does not require a waiver of the attorney-client
privilege in respect of such litigation, proceeding or investigation,
and upon request by the Agent or any Bank, details regarding such
litigation which are satisfactory to the Agent or such Bank.
(g)
Securities Filings. Promptly after the sending or
filing thereof and in any event within fifteen (15) days thereof,
copies of all reports which the Parent sends to any of its security
holders, and copies of all reports (including each regular and periodic
report (excluding registration statements on Form S-8)) and each
registration statement or prospectus, which the Parent or any
Subsidiary files with the Securities and Exchange Commission or any
national securities exchange.
(h)
ERISA Notices, Information and Compliance. The Parent
will, and will cause each of its ERISA Affiliates to deliver to the
Agent, as soon as possible and in any event within ten (10) days after
the Parent or any of its ERISA Affiliates knows of the occurrence of
any of the following, a certificate of the chief financial officer of
the Parent (or, if applicable, of the ERISA Affiliate) setting forth
the details as to such occurrence and the action, if any, which the
Parent or ERISA Affiliate is required or proposes to take, together
with any notices required or proposed to be given or filed with or by
the Parent, an ERISA Affiliate, the PBGC or plan administrator with
respect thereto:
(i)
the establishment or adoption of any PBGC
Plan, Multiemployer Plan or Multiple Employer Plan by the
Parent or any ERISA Affiliate on or after the Effective Date
(a "Future Plan");
(ii)
the occurrence of an ERISA Event with
respect to any Future Plan;
-42(iii)
the existence of an accumulated funding
deficiency (within the meaning of Section 302 of ERISA) with
respect to any Future Plan as determined as of the end of each
Fiscal Year of the Future Plan;
(iv)
the making of an application to the
Secretary of the Treasury for a waiver or modification of the
minimum funding standard (including any required installment
payments) or extension of any amortization period under
Section 412 of the Code with respect to any Future Plan;
(v)
the institution of a proceeding pursuant to
Section 515 of ERISA to collect delinquent contributions from
the Parent or an ERISA Affiliate with respect to a Future
Plan;
(vi)
the occurrence of any "prohibited
transaction" as described in Section 406 of ERISA or in
Section 4975 of the Code, in connection with any Plan or any
trust created thereunder; or
(vii)
the failure to pay when due all amounts that
the Parent or any ERISA Affiliate is required under the terms
of each Plan or applicable law to have paid as a contribution
to such Plan.
Upon written request of the Agent, the Parent will and will
cause its ERISA Affiliates to obtain and deliver to the Agent, as soon
as possible and in any event within ten (10) days from receipt of the
request, a complete copy of the most recent annual report (Form 5500)
of each Plan required to be filed with the Internal Revenue Service and
copies of any other reports or notices which the Parent or an ERISA
Affiliate files with the Internal Revenue Service, PBGC or the United
States Department of Labor or which the Parent or an ERISA Affiliate
receives from such Governmental Authority.
(i)
Notice of Canadian Benefit and Pension Plans. Each of
the Parent and the Borrower will, and will cause each of its
Subsidiaries to deliver to the Agent, as soon as possible and in any
event within ten (10) days after it knows of the occurrence of any of
the following, a certificate of the chief financial officer of the
Parent, Borrower or Subsidiary, as applicable, setting forth the
details of such occurrence and the action, if any, the Parent, Borrower
or Subsidiary, as applicable, is required or proposes to take:
(i)
the establishment or adoption of any
Canadian Pension Plan or Canadian Benefit Plan by the Parent,
Borrower or any of their Subsidiaries on or after the

Effective Date;
(ii)
the failure to pay when due all amounts that
are required to be paid under the terms of any Canadian
Pension Plan; or
(iii)
the institution of any proceeding or notice
of any proposal to make an order in respect of any Canadian
Pension Plan by any Governmental Authority.
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Notice of New Subsidiaries. Within ten (10) days
after the formation or acquisition of any Subsidiary of the Parent, a
certificate of a Responsible Officer of the Parent notifying the Agent
of such event.
(k)
Notice of Material Adverse Effect. Promptly after any
Responsible Officer or the Corporate Controller of the Parent or the
Borrower knows or has reason to know of the occurrence of any action or
event which may cause a Material Adverse Effect, a written statement of
the Responsible Officer of the Parent setting forth the details of such
action or event and the action which the Parent has taken or proposes
to take with respect thereto.
(l)
Other Information. Such other information respecting
the condition or operations, financial or otherwise, of the Parent or
any of its Subsidiaries as any Bank through the Agent may from time to
time reasonably request.
9.2.
CORPORATE EXISTENCE. Except as otherwise permitted by
Section 10.4, remain, and cause each Restricted Subsidiary to remain, (i) a
corporation duly organized, validly existing, and in good standing under the
laws of its jurisdiction of organization, with the power to own its properties
and to carry on its business; and (ii) duly qualified to do business and in good
standing in every jurisdiction where such qualification is necessary and where
failure to be so qualified would have a Material Adverse Effect.
9.3.
BOOKS AND RECORDS. Maintain, and cause each
Subsidiary to maintain, complete and accurate books of record and account in
accordance with sound accounting practices in which true, full and correct
entries will be made of all its dealings and business affairs.
9.4.
INSURANCE. Maintain, and cause each Subsidiary to
maintain, insurance of such types as Similar Businesses with financially sound
and reputable insurance companies and associations (or as to workers'
compensation or similar insurance, in an insurance fund or by self-insurance
authorized by the jurisdiction in which its operations are carried on),
including without limitation public liability insurance, casualty insurance
against loss or damage to its Properties, assets and businesses now owned or
hereafter acquired, and business interruption insurance, and in such amounts as
such insurance is usually carried by Similar Businesses.
9.5.
RIGHT OF INSPECTION. In each case subject to the last
sentence of this Section 9.5, from time to time during regular business hours
upon reasonable notice to the Parent and at no cost to the Parent (unless a
Default or Event of Default shall have occurred and be continuing at such time)
permit, and cause each Subsidiary to permit, any officer, or employee of, or
agent designated by, the Agent or any Bank to visit and inspect any of the
Properties of the Parent or any Subsidiary, examine the Parent's or such
Subsidiary's corporate books or financial records, take copies and extracts
therefrom and discuss the affairs, finances and accounts of the Parent or any
Subsidiary with the Parent's or such Subsidiary's officers or certified public
accountants (subject to the agreement of such accountants), all as often as the
Agent or any Bank may reasonably desire. At the request of the Agent, the Parent
will use its best efforts to assure that its certified public accountants agree
to meet with the Banks to discuss such matters related to the affairs, finances
and accounts of the Parent or any Subsidiary as they may request; provided that
a representative of the Parent and/or the Borrower shall be present during any
such discussions with such certified public
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accountants. Each of the foregoing inspections shall be made subject to
compliance with applicable safety standards and the same conditions applicable
to Parent or any Restricted Subsidiary in respect of property of that Parent or
any Restricted Subsidiary on the premises of Persons other than Parent or any
Restricted Subsidiary, and all information, books and records furnished or
requested to be furnished, or of which copies, photocopies or photographs are
made or requested to be made, all information to be investigated or verified and
all discussions conducted with any officer, employee or representative of Parent
or any Restricted Subsidiary shall be subject to any applicable attorney-client

privilege exceptions which Parent or any Restricted Subsidiary determines is
reasonably necessary and compliance with conditions to disclosures under
non-disclosure agreements between any Parent or any Restricted Subsidiary and
Persons other than Parent or any Restricted Subsidiary and the express
undertaking of each Person acting at the direction of or on behalf of any Bank
or Agent to be bound by the confidentiality provisions of Section 13.21 of this
Agreement.
9.6.
MAINTENANCE OF PROPERTY. At all times maintain,
preserve, protect and keep, and cause each Restricted Subsidiary to at all times
maintain, preserve, protect and keep, or cause to be maintained, preserved,
protected and kept, its Property in good repair, working order and condition
(ordinary wear and tear excepted) and, from time to time, will make, or cause to
be made, all repairs, renewals, replacements, extensions, additions, betterments
and improvements to its Property as are appropriate, so that each of (a) (i) the
Parent and (ii) the Parent and its Restricted Subsidiaries, taken as a whole,
maintain their current line of business, and (b) the business carried on in
connection therewith may be conducted properly and efficiently at all times.
9.7.

GUARANTEES OF CERTAIN RESTRICTED SUBSIDIARIES; PLEDGE

AGREEMENTS.
(a)
Immediately upon the designation, formation or
acquisition of any Restricted Subsidiary (and until designated an Unrestricted
Subsidiary in accordance with the terms hereof), cause such Restricted
Subsidiary to provide to the Agent for the benefit of the Banks a guaranty of
the obligations of the Borrower under this Agreement which shall be in the form
of the guaranty supplement which is set forth as Exhibit A to the Guaranty
Agreement attached hereto as Exhibit F (each, as amended from time to time, a
"Guaranty"), together with written evidence satisfactory to Agent and its
counsel that such Restricted Subsidiary has taken all corporate and other action
and obtained all consents necessary to duly approve and authorize its execution,
delivery and performance of the Guaranty, any other documents which it is
required to execute, and an opinion of counsel to such Restricted Subsidiary in
form, scope and substance acceptable to the Agent; provided, however, any
Subsidiary organized under the laws of any jurisdiction other than a
jurisdiction located in the United States of America (unless treated as a U.S.
taxpayer under Section 7701 of the Code and the regulations issued thereunder,
or any successor provisions) shall not be required to execute and deliver a
Guaranty (any such Restricted Subsidiary (including, without limitation, the
Borrower) herein referred to as a "Non-Guaranteeing Restricted Subsidiary").
(b)
Immediately upon the designation, formation or
acquisition of any Restricted Subsidiary (and until designated an Unrestricted
Subsidiary in accordance with the terms hereof) the Parent and any Restricted
Subsidiary which owns any Capital Stock in or Debt of such Restricted Subsidiary
will execute and deliver a Pledge Agreement which shall be in the form of the
supplement which is set forth as Annex-1 to the Pledge Agreement attached hereto
as Exhibit G (as amended from time to time, the "Pledge Agreement") pursuant to
which such Capital Stock and Debt shall be
-45pledged as a lien to secure the Obligations which shall be a first priority lien
except for liens permitted by Section 10.1(i) (except that, if such Restricted
Subsidiary is formed in a jurisdiction outside the United States, such Capital
Stock of such Restricted Subsidiary to be pledged may be limited to 65% of the
outstanding shares of Capital Stock of such Restricted Subsidiary).
Notwithstanding the foregoing, it is agreed that the Capital Stock of the
Borrower shall not be required to be so pledged. Together with the foregoing,
each Pledgor shall deliver to the Agent written evidence satisfactory to the
Agent and its counsel that such Pledgor has taken all corporate and other action
and obtained all consents necessary to duly approve and authorize its execution,
delivery and performance of the Pledge Agreement, any other documents which it
is required to execute, and an opinion of counsel to such Pledgor in form, scope
and substance reasonably acceptable to the Agent.
(c)
It is agreed and understood that the agreement of the
Parent under this Section 9.7 to cause any such Restricted Subsidiary to provide
to the Agent for the benefit of the Banks a Guaranty and to cause the Capital
Stock and Debt of such Restricted Subsidiary to be pledged as security for the
Obligations is a condition precedent to the making of the Loans pursuant to this
Agreement and that the entry into this Agreement by the Banks constitutes good
and adequate consideration for the provision of such Guaranty and Pledge
Agreement.
(d)
The Parent represents and warrants that Moores The
Suit People U.S., Inc. and Chelsea Market Systems LLC are each a de minimis
Subsidiary, and therefore it is agreed that such Subsidiaries shall be
Restricted Subsidiaries but shall not be required to execute a Guaranty, nor
shall the Capital Stock or Debt thereof be required to be pledged, as of the
Closing Date. If there is a substantial increase in the net worth of Moores The
Suit People U.S., Inc. or Chelsea Market Systems LLC after the Closing Date, the
Parent agrees to cause such Restricted Subsidiary to become an Affiliate

Guarantor and to cause its Capital. Stock and Debt to be pledged upon the
request of the Agent.
9.8.
ACCOUNTING PRINCIPLES. If any changes in accounting
principles from those used in the preparation of the financial statements
referenced in Section 9.1 are adopted by the Parent and such changes result in a
change in the method of calculation or the interpretation of any of the
financial covenants, standards or terms found in Section 9.1, Section 10.13,
Section 10.14 or any other provision of this Agreement, deliver to the Agent a
reconciliation prepared by a Responsible Officer of the Parent showing the
effect of such changes hereunder; provided that the Parent and the Banks agree
to amend any such affected terms and provisions so as to reflect such changes
with the result that the criteria for evaluating Parent's or such Subsidiaries'
financial condition shall be the same after such changes as if such changes had
not been made.
9.9.
PATENTS, TRADEMARKS AND LICENSES. Maintain, and cause
each Restricted Subsidiary to maintain, all assets, licenses, patents,
copyrights, trademarks, service marks, trade names, permits and other
Governmental Approvals necessary to conduct its business except where the
failure to so maintain is not reasonably likely to have a Material Adverse
Effect.
9.10.
TAXES; OBLIGATIONS. Pay and discharge, and cause each
Subsidiary to pay and discharge, before they become delinquent, all taxes,
assessments, and governmental charges or levies imposed upon the Parent, any
Subsidiary or upon the income or any Property of the Parent or any
-46Subsidiary as well as all material claims and obligations of any kind
(including, without limitation, claims for labor, materials, supplies, and rent)
which, if unpaid, might become a Lien upon any Property of the Parent or any
Restricted Subsidiary; provided, however, that neither the Borrower nor any
Subsidiary shall be required to pay any such tax, assessment, charge, levy or
claim if the amount, applicability or validity thereof shall currently be
contested in good faith by appropriate proceedings diligently conducted by or on
behalf of the Parent or any such Subsidiary and, if required under GAAP, the
Parent or any such Subsidiary shall have established adequate reserves therefor.
10.

NEGATIVE COVENANTS

So long as any Loan shall remain unpaid or any Bank shall have
any Commitment hereunder:
10.1.
LIENS. The Parent shall not, and shall not permit any
Restricted Subsidiary to, create, assume or permit to exist any Lien (including
the charge upon assets purchased under a conditional sales agreement, purchase
money mortgage, security agreement or other title retention agreement) upon any
of its Properties, whether now owned or hereafter acquired, or assign or
otherwise convey any right to receive income, other than:
(a)

Permitted Liens;

(b)
Liens existing on the Closing Date and described on
Schedule 10.1 attached hereto and made a part hereof and Liens
extending the duration of any such existing Lien; provided that the
principal amount secured by such Lien is not increased and the extended
Lien does not cover any Property of the Parent or any Restricted
Subsidiary which is not covered by the provisions of the instruments,
as in effect on the Closing Date, providing for the existing Lien
extended thereby;
(c)
Liens on the related leased assets securing only the
Debt permitted by Section 10.2(d) and 10.2(e) hereof, provided such
Lien shall not apply to any other property or asset of the Parent or
any Restricted Subsidiary;
(d)

Liens created by the Pledge Agreement;

(e)

[intentionally omitted]

(f)

[intentionally omitted]

(g)
any Lien existing on any Property prior to the
acquisition thereof by the Parent or any Restricted Subsidiary or
existing on any Property of any Person that becomes a Restricted
Subsidiary after the date hereof prior to the time such Person becomes
a Restricted Subsidiary; provided that (i) such Lien secures only Debt
permitted by Section 10.2(j), (ii) such acquisition constitutes a
Permitted Acquisition, (iii) such Lien is not created in contemplation
of or in connection with such acquisition or such Person becoming a
Restricted Subsidiary, as the case may be, (iv) such Lien shall not
apply to any other property or assets of the Parent or any Restricted

Subsidiary, (v) such Lien shall secure only those obligations which it
secures on the date of such acquisition or the date such Person becomes
-47a Restricted Subsidiary, as the case may be, and (vi) no Default or
Event of Default exists or would result therefrom;
(h)
Liens on fixed or capital assets acquired,
constructed, developed or improved by the Parent or any Restricted
Subsidiary; provided that (i) such Liens secure only Debt permitted by
Section 10.2(f), (ii) such Liens and the Debt secured thereby are
incurred prior to such acquisition or the commercial operations
following completion of such construction, development or improvement,
whichever occurs latest, (iii) the Debt secured thereby does not exceed
the cost of acquiring, constructing, developing or improving such fixed
or capital assets and (iv) such Liens shall not apply to any other
Property or asset of the Parent or any Restricted Subsidiary;
(i)
Liens on the Pledged Collateral (as defined in the
Pledge Agreement) securing the Debt permitted by Section 10.2(h), which
may be on an equal and ratable basis with Liens created by the Pledge
Agreement; and
(j)
Liens on the Houston Distribution Center incurred in
connection with Debt incurred for the expansion, improvement and
development thereof; provided that (i) such Liens secure only Debt
permitted by Section 10.2(k), (ii) such Liens and the Debt secured
thereby are incurred prior to the commercial operations following
completion of such construction, development and improvement, (iii) the
Debt secured thereby does not exceed of the cost of such construction,
development and improvement, and (iv) such Liens shall not apply to any
other Property or asset of the Parent or any Restricted Subsidiary.
10.2.
DEBT. The Parent will not create or suffer to exist,
and will not permit any Restricted Subsidiary to create, incur, assume or suffer
to exist, any Debt except as set forth below, all of which shall be "Permitted
Debt":
(a)
Debt of the Parent, the Borrower and the Affiliate
Guarantors to the Banks and the Agent evidenced by any Loan Document;
(b)
in addition to Debt otherwise permitted to be
incurred by the Parent or any Restricted Subsidiary, as the case may
be, by this Section 10.2, unsecured Debt of the Parent or any
Restricted Subsidiary to Persons (other than the Parent or any
Subsidiary) (other than the type of Debt permitted by the other
subsections hereof); provided that (i) at no time shall the aggregate
outstanding principal amount of all such Debt of the Parent and the
Restricted Subsidiaries permitted by this Section 10.2(b) exceed U.S.
$50,000,000, (ii) such Debt shall not be incurred when a Default or
Event of Default exists or would result therefrom, and (iii) such Debt
shall be on terms no more restrictive than those set forth in the Loan
Documents;
(c)
unsecured Debt of the Parent to the Borrower or to
any Affiliate Guarantor, and unsecured Debt of the Borrower or any
Affiliate Guarantor to the Parent, the Borrower or any other Affiliate
Guarantor and unsecured Debt of any Non-Guaranteeing Restricted
Subsidiary to the Parent, the Borrower or any Affiliate Guarantor and
unsecured Debt of any Non-Guaranteeing Restricted Subsidiary to any
other Non-Guaranteeing Restricted
-48Subsidiary; provided that (i) in each case the term and provisions of
such Debt shall be subject to Section 10.8, (ii) any such unsecured
Debt of the Parent, the Borrower or any Affiliate Guarantor shall be
expressly subordinated in form and substance satisfactory to the Agent
to the Obligations, (iii) any such unsecured Debt is incurred when no
Default or Event of Default exists or would result therefrom, and (iv)
the aggregate principal amount of all Debt of the Non-Guaranteeing
Restricted Subsidiaries to the Parent, the Borrower and the Affiliate
Guarantors shall be subject to Section 10.5(i) and shall be evidenced
by promissory notes pledged as a lien to the Agent to secure the
Obligations, which shall be a first priority lien except for Liens
permitted by Section 10.1(i);
(d)
Capitalized Lease Obligations of the Parent or any
Restricted Subsidiary; provided that at no time shall the aggregate
outstanding amount of Debt of the Parent and its Restricted
Subsidiaries incurred pursuant to this Section 10.2(d) exceed 5% of
Consolidated Net Worth, as measured on a pro forma basis at the time of

each incurrence;
(e)
Debt relating to Sale and Lease-Back Transactions
permitted under Section 10.6(c);
(f)
Debt of the Parent or any Restricted Subsidiary
incurred to finance the acquisition, construction, development or
improvement of any fixed or capital assets (excluding Capital Lease
Obligations, Debt related to Sale and Lease-Back Transactions and Debt
of the type permitted by Section 10.2(j)); provided that (i) such Debt
is incurred prior to such acquisition or the commercial operations
following completion of such construction, development or improvement,
whichever occurs the latest, and (ii) the aggregate outstanding
principal amount of all Debt incurred pursuant to this clause (f) shall
not exceed 4% of Consolidated Net Worth, as measured on a pro forma
basis at the time of each such incurrence;
(g)
other unsecured Debt of the Parent or any Restricted
Subsidiary to Persons (other than the Parent or any Subsidiary) (other
than the type of Debt permitted under the other subsections hereof)
provided that (i) such Debt shall not require any principal payment,
repurchase, redemption or defeasance prior to (or the deposit of any
payment or property or sinking fund payment in respect of), or have a
maturity shorter than, two years after the Maturity Date, (ii) such
Debt shall be on terms no more restrictive than those set forth in the
Loan Documents, (iii) such Debt shall not be incurred when a Default or
Event of Default exists or would result therefrom, and (iv) such Debt
shall be expressly subordinated to the payment of the Obligations on
terms acceptable to the Agent;
(h)
Debt of the Parent under the U.S. Revolving Credit
Agreement in an aggregate principal amount not to exceed U.S.
$150,000,000, including unsecured guarantees thereof;
(i)
unsecured Debt of one or more Non-Guaranteeing
Restricted Subsidiaries under one or more revolving credit facilities,
letter of credit facilities, bankers' acceptance facilities or similar
working capital facilities in an aggregate principal amount not to
exceed
-49at any time outstanding C$10,000,000, including an unsecured guarantees
thereof by the Parent or any such Subsidiaries;
(j)
Debt assumed in connection with an Acquisition
permitted by Section 10.13; provided that (i) such Debt existed prior
to such Acquisition and is not created in contemplation of or in
connection with such Acquisition, (ii) the aggregate outstanding
principal amount of all Debt permitted by this Section 10.2(j) shall
not exceed 4% of Consolidated Net Worth, as measured on a pro forma
basis at the time of each such incurrence, (iii) such Debt shall not be
incurred when a Default or Event of Default exists or would result
therefrom, and (iv) prior to such incurrence the Parent shall deliver
to the Agent an Officer's Certificate setting forth calculations
evidencing pro forma compliance with Section 10.14;
(k)
Debt of the Parent incurred to finance the expansion,
improvement and development of the Houston Distribution Center;
provided that (i) such Debt is incurred at or prior to the commercial
operations following completion of such expansion, improvement and
development and (ii) the aggregate amount of Debt permitted by this
clause (k) shall not exceed U.S. $30,000,000 at any time outstanding;
(l)
the Hedging Obligations of the Parent and any
Restricted Subsidiary that are incurred for the purpose of fixing or
hedging interest rate or currency risk with respect to any fixed or
floating rate Debt that is permitted by this Agreement to be
outstanding or any receivable or liability the payment of which is
determined by reference to a foreign currency; provided that the
notional principal amount of any such Hedging Obligation does not
exceed the principal amount of the Debt or any receivable or liability
to which such Hedging Obligation relates; provided that such
obligations are entered into in the ordinary course of business to
hedge or mitigate risks to which the Parent or any Restricted
Subsidiary is exposed in the conduct of its business or the management
of its liabilities; and
(m)
the letters of credit identified on Schedule 10.2
attached hereto, without giving effect to any extension, renewal,
replacement or increase to any such letter of credit;
; provided, however, in no event shall the aggregate principal amount
of Debt (excluding Debt permitted by Section 10.2(a), (c), (i) and (l))

of the Non-Guaranteeing Restricted Subsidiaries exceed U.S. $2,000,000
at any one time outstanding.
For purposes of this Section 10.2, any Debt (1) which is
extended, renewed or refunded shall be deemed to have been incurred when
extended, renewed or refunded, (2) of a Person (other than the Parent or a
Restricted Subsidiary) when it becomes, or is merged into, or is consolidated
with a Restricted Subsidiary or the Parent shall be deemed to have been incurred
at that time, (3) which is permitted by Section 10.2(c) and which is owing to a
Restricted Subsidiary when it ceases to be a Restricted Subsidiary shall be
deemed to have also been incurred at that time, (4) of a Restricted Subsidiary
which is owing to the Parent or any other Restricted Subsidiary shall be deemed
to also have been incurred at the time the Parent or such other Restricted
Subsidiary disposes of such Debt to any Person other than the Parent or a
Restricted Subsidiary, and (5) which is Debt of the Parent or a Restricted
Subsidiary consisting of a reimbursement obligation in respect of a letter of
-50credit or similar instrument shall be deemed to be incurred when such letter of
credit or similar instrument is issued.
10.3.
RESTRICTED PAYMENTS. The Parent will not directly or
indirectly, and will not permit any Restricted Subsidiary to directly or
indirectly, declare or make any dividend payment or other distribution of
Properties, cash, rights, obligations or securities on account of any shares of
any class of Capital Stock of or any partnership or other interest in the Parent
or any Subsidiary, or purchase, redeem, retire or otherwise acquire for value
(or permit any Subsidiary to do so) any shares of any class of Capital Stock of
the Parent or any Subsidiary or any warrants, rights or options to acquire any
such Capital Stock, partnership interests or other interests, now or hereafter
issued, outstanding or created (all the foregoing being herein collectively
referred to as "Restricted Payments"); provided that:
(a)
the Parent and each Subsidiary may declare and make
any dividend payment or other distribution payable in common stock of
the Parent or any Subsidiary to the extent that such dividends in stock
are payable only with respect to stock of the same type or class,
(b)
the Parent and each Restricted Subsidiary (if such
Preferred Stock is issued to the Parent or any wholly-owned Restricted
Subsidiary) may pay or declare any dividend in respect of Preferred
Stock of the Parent or such Restricted Subsidiary,
(c)
any Subsidiary may declare and make a dividend or
other distribution to the Parent or any Restricted Subsidiary; provided
that neither the Borrower nor any Affiliate Guarantor may declare and
make a dividend or other distribution to any Non-Guaranteeing
Restricted Subsidiary, unless such dividend or distribution is
simultaneously dividended to the Parent, the Borrower or another
Affiliate Guarantor,
(d)
from and after the Closing Date the Parent may
repurchase shares of its common stock; provided that after giving
effect to any such payments pursuant to this Section 10.3(d) the
Available Amount shall not be less than zero,
(e)
from and after the Closing Date the Parent may
purchase, redeem or otherwise acquire shares of Capital Stock in
connection with the payment for the exercise of options granted to an
employee or director pursuant to an employee or director stock option
plan or withhold shares otherwise issuable upon the exercise of an
option in connection with the payment of any federal or state taxes
resulting from the exercise of any such option; provided that after
giving effect to any such payments pursuant to this Section
10.3(e) the Available Amount shall not be less than zero (for the
avoidance of doubt, the parties hereto acknowledge that the provisions
of this Section 10.3(e) are not intended to limit broker assisted
cashless exercises of stock options granted to an employee or director
(i.e. sales by a broker of shares of Capital Stock subject to any such
options, with the option exercise price (plus any applicable federal or
state taxes resulting from the exercise) paid to the Borrower and any
remaining sales proceeds paid to the employee or director), and
(f)
from and after the Closing Date, the Parent may make
payments not to exceed an aggregate amount of U.S. $500,000 to its
shareholders required in connection with any
-51stock split or stock dividend with respect to its common stock in order
to avoid the issuance of fractional shares of its common stock,

further provided however that prior to and after giving effect
to any such proposed Restricted Payment, (other than (i) subsection (b) with
respect to Preferred Stock issued to the Borrower and subsection (c) and (ii)
with respect to subsection (a) and subsection (b), regarding Preferred Stock
issued to other than the Parent, as determined on the date of declaration) no
Default or Event of Default has occurred or would exist as a result thereof.
10.4.
MERGERS; CONSOLIDATIONS; SALE OR OTHER DISPOSITIONS
OF ALL OR SUBSTANTIALLY ALL ASSETS. The Parent will not, and will not permit any
Restricted Subsidiary to, merge, amalgamate or consolidate with or into any
other Person, or convey, transfer, lease or otherwise dispose of (whether in one
transaction or in a series of related transactions) all or substantially all of
its assets (i.e., assets which could not otherwise be disposed of pursuant to
Section 10.6) (whether now owned or hereafter acquired) to any other Person;
provided that:
(a)
any Restricted Subsidiary (other than the Borrower)
may merge, amalgamate or consolidate with or into, or convey, transfer,
lease or otherwise dispose of (whether in one transaction or in a
series of transactions) all or substantially all of its assets to (i)
the Borrower (provided that in the case of any such merger,
amalgamation or consolidation, the Borrower shall be the surviving
entity) or (ii) any Affiliate Guarantor (provided that the surviving
entity shall be an Affiliate Guarantor);
(b)
any Restricted Subsidiary (other than the Borrower)
may merge, amalgamate or consolidate with or into any Person; provided
that the surviving entity shall be an Affiliate Guarantor, further
provided that prior to and after giving effect thereto, no Default or
Event of Default has occurred or would exist;
(c)
any Restricted Subsidiary, (other than the Borrower)
may merge, amalgamate or consolidate with or into or transfer all or
substantially all of its assets to the Parent (provided that in the
case of any such merger, amalgamation or consolidation to which the
Parent is a party, the Parent shall be the surviving entity);
(d)
the Parent may merge, amalgamate or consolidate with
or into any Person; provided that in the case of any such merger,
amalgamation or consolidation to which the Parent is a party, the
Parent shall be the surviving entity and, further provided that prior
to and after giving effect thereto, no Default or Event of Default has
occurred or would exist; and
(e)
any Non-Guaranteeing Restricted Subsidiary (other
than the Borrower) may merge, amalgamate or consolidate with or into,
or convey, transfer, lease or otherwise dispose of (whether in one
transaction or in a series of transactions) all or substantially all of
its assets to, any other Non-Guaranteeing Restricted Subsidiary;
; provided, further, upon compliance with any of the foregoing clauses
(a) through (e), the non-surviving or transferor entity may be
dissolved or liquidated, as applicable.
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INVESTMENTS, LOANS AND ADVANCES. The Parent will not,
and will not permit any Restricted Subsidiary to, (i) (a) make or permit to
remain outstanding any Investment in, (b) endorse, or otherwise be or become
contingently liable, directly or indirectly, for the payment of money or the
obligations, stock or dividends of, (c) own, purchase or acquire any Capital
Stock, obligations, evidences of indebtedness or securities of, or any other
equity interest in (including any option, warrant or other right to acquire any
of the foregoing), or (d) make or permit to remain outstanding any capital
contribution to, any Person (other than in the Parent, the Borrower or an
Affiliate Guarantor), or (ii) otherwise make, incur, create, assume or suffer to
exist any Investment in any other Person (other than in the Parent, the Borrower
or an Affiliate Guarantor), (excluding, in any event, the contingent liability
of a general partner for the obligations of its partnership arising under law
due to the nature of its general partnership interest) (collectively,
"Restricted Investments"), except that:
(a)
the Parent and its Restricted Subsidiaries may make
or permit to remain outstanding Restricted Investments to the extent
within the restrictions of, and permitted by, Sections 10.4 and 10.6;
(b)
the Parent or any Restricted Subsidiary may acquire
and own stock, obligations or securities received in settlement of
debts (created in the ordinary course of business) owing to the
Borrower or any Restricted Subsidiary;
(c)
the Parent or any Restricted Subsidiary may own,
purchase or acquire Cash Equivalents;

(d)
the Parent or any Restricted Subsidiary may make or
permit to remain outstanding guarantees resulting from endorsement of
instruments for collection in the ordinary course of business;
(e)
the Parent and its Restricted Subsidiaries may make
or permit to remain outstanding loans to employees (not including
payments covered by subsection (f) of this Section 10.5) made in the
ordinary course of business in an aggregate outstanding amount not to
exceed at any time U.S. $4,000,000;
(f)
the Parent and its Restricted Subsidiaries may make
or permit to remain outstanding payment by the Parent of premiums on
life insurance policies naming George Zimmer as insured as provided for
in that certain Split-Dollar Agreement, dated November 25, 1994, among
the Parent, George Zimmer and David Edwab, as Co-Trustee, a copy of
which has been delivered to the Agent, and payment by the Parent of
premiums on similar life insurance policies naming David Edwab and Eric
Lane as insureds;
(g)
the Parent and the Restricted Subsidiaries may make
or permit to remain outstanding intercompany loans and advances which
are permitted under Section 10.2(c) hereof;
(h)
the Parent and its Restricted Subsidiaries may make
or permit to remain outstanding additional Restricted Investments
(other than the types of Restricted Investments
-53permitted under Subsections (a) through (g) and (i) hereof) (including,
without limitation, Restricted Investments in Unrestricted
Subsidiaries), provided that after giving effect to any such Restricted
Investments of the Borrower and its Restricted Subsidiaries made after
the Closing Date the Available Amount shall not be less than zero and
the Adjusted Available Amount shall not be less than zero; provided
that, prior to and immediately after making such Restricted
Investments, no Default or Event of Default has occurred and is
continuing or would exist; provided further, in no event may the
Borrower and its Subsidiaries ever be Unrestricted Subsidiaries nor
shall they be permitted to make any Restricted Investments in
Unrestricted Subsidiaries; and
(i)
the Parent and its Restricted Subsidiaries may make
or permit to remain outstanding Restricted Investments in
Non-Guaranteeing Restricted Subsidiaries, provided that all such
Restricted Investments of the Parent, the Borrower and the Affiliate
Guarantors made after the Closing Date shall not exceed U.S.
$50,000,000 in the aggregate; provided that, prior to and immediately
after making such Restricted Investments, no Default or Event of
Default has occurred and is continuing or would exist;
provided if such Restricted Investment also constitutes an Acquisition
as that term is defined under Section 10.13 (other than an Acquisition
of a Person simultaneously properly designated as an Unrestricted
Subsidiary), such Restricted Investment will be governed by Section
10.13 hereof in lieu of this Section 10.5.
10.6.
SALE OR OTHER DISPOSITION OF LESS THAN SUBSTANTIALLY
ALL ASSETS; SALE AND LEASEBACKS. The Parent will not, and will not permit any
Restricted Subsidiary to, sell, assign, lease, exchange, transfer or otherwise
dispose of (whether in one transaction or in a series of related transactions)
part, but less than all or substantially all, of its respective Property to any
other Person (whether now owned or hereafter acquired); provided however that:
(a)
the Parent or any Restricted Subsidiary may in the
ordinary course of business dispose of Property to Persons (other than
the Parent or any Restricted Subsidiary, as to which the provisions of
Section 10.6(e) shall apply) consisting of (i) Inventory, (ii) goods or
equipment that are, in the reasonable opinion of the Parent or such
Restricted Subsidiary, obsolete or unproductive or utilized as trade-in
for goods or equipment of at least comparable value, and (iii) as to
the Parent and any Restricted Subsidiary (other than the Borrower and
any Subsidiary thereof) (except in connection with any Sale and
Lease-Back Transaction, which shall be governed solely by Subsection
(c) hereof) other assets if, after giving effect to such sale,
exchange, transfer or other disposition (1) the aggregate Fair Market
Value (without duplication) of (A) all assets of the Parent and its
Restricted Subsidiaries sold, exchanged, transferred or otherwise
disposed of pursuant to this Section 10.6(a)(iii) (on a consolidated
basis) during the period of 12 consecutive months previously preceding
such sale, exchange, transfer or other disposition and (B) the assets
of all Restricted Subsidiaries, the stock of which have been sold or
otherwise disposed of pursuant to this Section 10.6(a)(iii) during such
12 month period shall not exceed 5% of Consolidated Net Worth as of the

end of the fiscal quarter immediately preceding or coinciding with such
sale, exchange, transfer or other disposition, (2) the assets described
in the foregoing subclauses
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four most recently completed fiscal quarters taken as a single
accounting period;
(b)
the Parent may sell, transfer or otherwise dispose of
its common stock being held by it as treasury stock;
(c)
the Borrower may enter into Sale and Lease-Back
Transactions with any Person (other than an Unrestricted Subsidiary or
a Non-Guaranteeing Restricted Subsidiary) relating to sales of real
property and related fixtures and improvements in an aggregate amount
(calculated on the basis of Fair Market Value at the time of sale) not
exceeding (i) the sum of (A) U.S. $16,000,000 for the Fiscal Year 1998
plus (B) U.S. $3,000,000 for each Fiscal Year thereafter, minus (ii)
the aggregate amount sold under Sale and Leaseback Transactions
previously entered into under this Section 10.6(c) or Section 10.6(c)
of the Existing Credit Agreement;
(d)
to the extent such sale, assignment, lease, exchange,
transfer or disposition is also a disposition of Properties subject to
Section 10.3, the Parent and its Restricted Subsidiaries may make such
sale, assignment, lease, exchange, transfer or disposition to the
extent permitted by Section 10.3; and
(e)
the Parent and its Restricted Subsidiaries may sell,
assign, lease, transfer or otherwise dispose of (whether in one
transaction or in a series of transactions) part, but less than all or
substantially all, of its respective Property to the Parent or any
other Restricted Subsidiary to the extent within the prohibitions of,
and permitted by, Section 10.4 (to the same extent in respect of all or
substantially all of its assets) and Section 10.5.
10.7.
USE OF PROCEEDS. The Parent will not use, nor permit
the use of, all or any portion of any Loan for any purpose except as described
in Section 6 hereof.
10.8.
TRANSACTIONS WITH AFFILIATES. The Parent will not,
and will not permit any Restricted Subsidiary to, directly or indirectly, engage
in any transaction with any Affiliate or any shareholder, officer or director of
the Parent or of any Affiliate, including, without limitation, the purchase,
sale or exchange of assets or the rendering of any service, except in the
ordinary course of business and pursuant to the reasonable requirements of the
business of the Parent or such Restricted Subsidiary, as the case may be, and
upon fair and reasonable terms that are not less favorable to the Parent or such
Restricted Subsidiary, as the case may be, than those which might be obtained in
an arm's-length transaction at the time from wholly independent and unrelated
sources; provided that the foregoing shall not apply to (i) transactions
permitted in Section 10.5(f), (ii) the transactions contemplated by the
Intercompany Credit Agreements and the Subscription Agreement, and (iii)
transactions among the Parent, the Borrower and Affiliate Guarantors.
10.9.
NATURE OF BUSINESS. The Parent will not, and will not
permit any Restricted Subsidiary to, make any material change in its Permitted
Business, taken as a whole.
10.10.
ISSUANCE AND DISPOSITION OF SHARES. The Parent will
not (i) issue or have outstanding, or permit any Restricted Subsidiary to issue
or have outstanding, any Preferred Stock or
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rights to subscribe for, purchase, or acquire any Preferred Stock or
Disqualified Capital Stock, (ii) or permit any Restricted Subsidiary to, issue,
sell or otherwise dispose of options which by their terms require the Parent or
any Restricted Subsidiary to purchase or acquire any Capital Stock or other
equity securities, and (iii) permit any Restricted Subsidiary to, issue, sell or
otherwise dispose of to any Person other than the Parent or any Restricted
Subsidiary, any shares of its Capital Stock or other equity securities, or any
warrants, options, conversion rights or other rights to subscribe for, purchase,
or acquire any Capital Stock or other equity securities; provided, however, the
foregoing shall not prohibit (a) Preferred Stock of the Parent which is not
Disqualified Capital Stock, (b) stock options granted under employee or director
stock option plans which provide that the exercise price may be paid with shares
of the Parent's common stock or that the optionee may satisfy any withholding
tax requirements upon exercise of the option by having the Borrower withhold
shares otherwise issuable upon such exercise, and (c) Preferred Stock of any

Restricted Subsidiary owned by the Parent or by any wholly-owned Restricted
Subsidiary. The Parent will not permit any Restricted Subsidiary to issue or
have outstanding any Capital Stock (other than to the Parent or a wholly-owned
Restricted Subsidiary) and will not permit any Person (other than the Parent or
a wholly-owned Restricted Subsidiary) to own any Capital Stock of a Restricted
Subsidiary, except for (1) directors' qualifying shares and (2) after the
Closing Date, shares constituting no more than 10% of the Capital Stock of an
acquired Person that, upon such acquisition, becomes a Restricted Subsidiary,
provided that (i) immediately upon such acquisition, such Person shall become a
an Affiliate Guarantor pursuant to Section 9.7(a) and such Capital Stock in, and
Debt of, such Person shall be pledged pursuant to Section 9.7(b), (ii) the
acquisition of any of the remaining ten percent (10%) of such Person's Capital
Stock shall be treated as an Acquisition subject to compliance with Section
10.13 (i), (ii) and (iii) and (3) at such time as Chelsea Market System, LLC is
a Restricted Subsidiary, up to 25% of the Capital Stock thereof may be owned by
un-Affiliated Person(s).
10.11.
ERISA; CANADIAN BENEFIT AND PENSION PLANS. The Parent
shall not and shall not permit any ERISA Affiliate to:
(a)
do any of the following, which in the aggregate would
reasonably be expected to have a Material Adverse Effect:
(i)
engage in any transaction which it knows or
has reason to know could result in a civil penalty assessed
pursuant to Section 502(i) of ERISA or a tax imposed by
Section 4975 of the Code;
(ii)
fail to make any payments when due to any
Multiemployer Plan that the Parent or an ERISA Affiliate may
be required to make under any agreement relating to such
Multiemployer Plan, or any law pertaining thereto;
(iii)
incur withdrawal liability under ERISA with
respect to a Multiemployer Plan;
(iv)
voluntarily terminate or, in the case of a
"substantial employer" as defined in Section 4001(a)(2) of
ERISA, withdraw from any Plan if such termination or
withdrawal could result in the imposition of a Lien on the
Parent or an ERISA
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(v)
fail to make any required contribution when
due to any Plan subject to Section 412(n) of the Code that
with the passage of time would likely result in a Lien upon
the properties or assets of the Parent or an ERISA Affiliate;
(vi)
adopt any amendment to a Plan, the effect of
which is to increase the "current liability" under the Plan as
defined in Section 302(d)(7) of ERISA;
(vii)
act or fail to act, if, as a result thereof,
an event similar to any of those referred to in clauses (i) to
(vi) would likely occur under the applicable laws of a foreign
country; or
(b)
permit any Plan subject to Title IV of ERISA to have
an accumulated funding deficiency (as defined in Section 302 of ERISA)
as of the end of any Fiscal Year of the Plan; or
(c)
permit the adoption, implementation or amendment of
any unfunded deferred compensation agreement or other arrangement of a
similar nature irrespective of whether subject to the funding
requirements of ERISA which could reasonably be expected to have a
Material Adverse Effect.
Each of the Parent and the Borrower shall not, and shall cause
each of its Subsidiaries not to (a) fail to perform any material obligations
required to be performed in connection with each Canadian Pension Plan and
Canadian Benefit Plan in accordance with the terms of such plan and any
requirement of applicable Law, and (b) fail to use its best efforts to ensure
that each Canadian Pension Plan is registered and retains its registered status
(if required under any requirement of applicable Law) under, and is administered
in a timely manner in all material respects in accordance with, the applicable
pension plan text, funding agreement, the Income Tax Act (Canada) and any other
requirement of applicable Law.
10.12.
DISCOUNT OR SALE OF RECEIVABLES. The Parent will not
discount or sell, nor permit any Restricted Subsidiary to discount or sell, any
of its notes receivable, receivables under leases or other accounts receivable,

other than in the ordinary course of collections of delinquent notes and
receivables, provided that, notwithstanding the foregoing, the Parent and any
Restricted Subsidiary may, in the normal course of its business, acquire such
assets and sell such assets at Fair Market Value.
10.13.
ACQUISITIONS. The Parent will not, and will not
permit any Restricted Subsidiary to, acquire by purchase or merger (in one
transaction or a series of transactions) of (a) 90% or more of the Capital Stock
or other equity interest of any other Person or (b) the Properties of a Person
that constitutes all or substantially all of the assets of such Person or of any
division or other business unit of such Person (the events described in clauses
(a) and (b) of this Section 10.13 herein referred to as "Acquisitions"), except
that the Parent or any Restricted Subsidiary may make such Acquisitions if:
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after giving effect thereto, the aggregate Fair
Market Value of all consideration paid for all such Acquisitions within
any 12-month period plus, without duplication, any Debt assumed or
incurred in connection therewith does not exceed an amount equal to
U.S. $100,000,000 (provided, however, that not more than $50,000,000 of
such aggregate consideration shall be cash and Debt);
(ii)
such Fair Market Value is determined by (a) a
Responsible Officer of the Parent if the value is less than U.S.
$10,000,000, as evidenced by an Officer's Certificate delivered to the
Agent, or (b) the Board of Directors of the Parent if the value is U.S.
$10,000,000 or more, as evidenced by a resolution of such Board of
Directors;
(iii)
prior to and immediately after making such
Acquisition, no Default or Event of Default has occurred and is
continuing or would exist, and the Borrower shall deliver to the Agent
an Officer's Certificate setting forth calculations evidencing pro
forma compliance with Section 10.14;
(iv)
in the case of the purchase of the Capital Stock or
other equity interest of any such other Person, such Person shall be
designated a Restricted Subsidiary;
(v)
to the extent applicable, the Parent shall comply
with Section 9.7 in relation thereto;
(vi)
such assets and/or business of such Person so
acquired, as the case may be, shall be substantially in or related to
the manufacturing, retailing, wholesaling, renting, processing,
servicing, maintaining, merchandising, cleaning or distributing of
clothing, apparel and accessories and related goods and services (each,
as "Permitted Business"); and
(vii)
such acquisition shall have been approved by the
governing body or equity owners of such Person.
10.14.

CERTAIN FINANCIAL TESTS.

(a)
Consolidated Net Worth. The Parent will not permit
Consolidated Net Worth to be less than an amount equal to the sum of (i) U.S.
$400,000,000 plus (ii) seventy-five percent (75%) of cumulative positive
Consolidated Net Income, from the fiscal quarter ended August 3, 2002 through
the determination date and without deduction for losses in Consolidated Net
Income, plus (iii) fifty percent (50%) of net cash proceeds received by the
Borrower in consideration for the issuance of shares of any Capital Stock of the
Parent to any Person (other than any Subsidiary) on or after August 3, 2002
(excluding any proceeds from any issuance resulting from the conversion of Debt
to equity), determined as of any date in each case on the last day of the fiscal
monthly period immediately preceding such date.
(b)
Leverage Ratio. The Parent shall not permit the ratio
of (i) Adjusted Debt to (ii) EBITDA plus Base Rent Expense to exceed 4.50 to
1.00, determined in each case on the last day of each fiscal quarterly period
for the four fiscal quarters ending on such date.
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Fixed Charge Ratio. The Parent shall not permit (i)
the ratio of EBITDA plus Contractual Rent Expense minus Capital Expenditures
(excluding Acquisitions) to Fixed Charges to be less than 1.30 to 1.00, and (ii)
the ratio of EBIDTA plus Contractual Rent Expense to Fixed Charges to be less
than 1.65 to 1.00, determined in each case on the last day of each fiscal
quarterly period for the four fiscal quarters ending on such date.
(d)
Current Ratio. The Parent will not permit the ratio
of Consolidated Current Assets to Consolidated Current Liabilities to be less

than 1.50 to 1.00 determined on the last day of each fiscal quarterly period.
(e)
Consolidated Net Worth Attributable to Foreign
Assets. The Parent will not permit the percentage of Consolidated Net Worth of
the Parent and its Restricted Subsidiaries attributable to operating assets
(exclusive of Inventory in process of, or held for, manufacture) located outside
the United States, Canada and the United Kingdom at any time to be greater than
ten percent (10%).
10.15.
REGULATIONS U AND X. The Parent will not take or
permit, and will not permit any Subsidiary to take or permit, any action which
would involve the Agent or the Banks in a violation of Regulation U, Regulation
X or any other regulation of the Board of Governors of the Federal Reserve
System or a violation of the Securities Exchange Act of 1934, in each case as
now or hereafter in effect.
10.16.

STATUS. The Parent will not, and will not permit any

Subsidiary to:
(i)
be or become an "investment company" or a company
"controlled" by an "investment company" within the meaning of the
Investment Company Act of 1940, as amended; or
(ii)
be or become a "holding company", or a "subsidiary
company" of a "holding company", or an "affiliate" of a "holding
company" or of a "subsidiary company" of a "holding company", or a
"public utility" within the meaning of the Public Utility Holding
Company Act of 1935, as amended.
10.17.
COMPLIANCE WITH LAWS. The Parent will not fail to
comply, nor permit any Restricted Subsidiary to fail to comply, in all material
respect with all Laws.
10.18.

UNRESTRICTED SUBSIDIARIES.

(a)
The Parent will not, and will not permit any
Restricted Subsidiaries to, create or otherwise designate any Subsidiary as an
Unrestricted Subsidiary or as a Restricted Subsidiary unless the terms set forth
in the definition of Unrestricted Subsidiary or Restricted Subsidiary, as the
case may be, are complied with respect to such Subsidiary.
(b)
The Parent will not, and will not permit any
Restricted Subsidiary to, permit any Unrestricted Subsidiary to fail to comply
at any time with the requirements set forth in the definition of "Unrestricted
Subsidiary."
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NO COMMINGLING OF ASSETS, ETC.

(a)
Except (i) as among the Parent and the Affiliate
Guarantors and (ii) as set forth in Section 10.19(b), the Parent and each
Subsidiary shall not commingle its assets with those of any other Person and its
funds and other assets shall be separately identified and segregated from those
of any other Person. Except (i) as among the Parent and the Affiliate Guarantors
and (ii) as set forth in Section 10.19(b), the Parent and each Subsidiary shall
pay from the assets of the Parent and its Subsidiaries all liabilities,
obligations and indebtedness of any kind incurred by such Person and, except as
otherwise expressly permitted in this Agreement, shall not pay from its assets
any liabilities, obligations or indebtedness of any other Person. Except as
among the Parent and the Affiliate Guarantors, the Parent and each Subsidiary
shall maintain its corporate, financial and accounting books and records
separate from those of any other Person. Except as among the Parent and the
Affiliate Guarantors, the Parent and each Subsidiary shall indicate in such
statements and records the separateness of such Person's assets and liabilities
from those of any other Person. Except (i) as among the Parent and the Affiliate
Guarantors and (ii) in the case of registered "d.b.a." names, the Parent and
each Subsidiary shall not, at any time, hold itself out to the public
(including, without limitation, any creditors of any of its Affiliates) under
the name of any other Person.
(b)
The restrictions set forth in the first two sentences
of Section 10.19(a) shall not prohibit the Parent or any Subsidiary from
commingling funds and paying the liabilities of any other Person in connection
with the ordinary course of its operations, in an aggregate amount not to exceed
U.S. $1,000,000.
10.20.
RESTRICTIVE AGREEMENTS. Anything herein or any other
Loan Document to the contrary notwithstanding, the Parent will not, and will not
permit any Subsidiary to, enter into, create or otherwise allow to exist any
agreement or restriction (other than a Loan Document) that (i) prohibits or
restricts the creation or assumption of any Lien upon any Property of the
Parent, the Borrower or any Restricted Subsidiary in favor of any Person,
including without limitation the Banks, (ii) prohibits or restricts the Parent

or any Restricted Subsidiary from complying with Section 9.7 hereof, (iii)
requires any obligation of the Parent or any Subsidiary to be secured by any
Property of the Parent or any Restricted Subsidiary if any obligation of the
Parent or such Subsidiary to the Banks is secured in favor of another Person,
including without limitation the Banks, or (iv) prohibits or restricts the
ability of (A) any Restricted Subsidiary (1) to pay dividends or make other
distributions or contributions or advances to the Parent or any other Restricted
Subsidiary, (2) to repay loans and other indebtedness owing by it to the Parent
or any other Restricted Subsidiary, (3) to redeem equity interests held by it by
Parent or any other Restricted Subsidiary, or (4) to transfer any of its assets
to the Parent or any other Restricted Subsidiary, or (B) the Parent or any other
Restricted Subsidiary to make any payments required or permitted under the Loan
Documents or otherwise prohibit or restrict compliance by the Parent and the
Subsidiaries thereunder.
10.21.

PREPAYMENTS, ETC., OF CERTAIN DEBT.

(a)
Subject to the subordination provisions related
thereto, except for interest payments, the Parent will not, and will not permit
any Subsidiary to, directly or indirectly, pay, prepay, redeem, purchase,
defease or otherwise satisfy (in whole or in part) prior to the scheduled
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or sinking fund payment in respect of), any Debt of the type permitted by
Section 10.2(g).
(b)
The Parent will not, and will not permit any
Subsidiary to, violate the subordination provisions governing any Debt permitted
by Section 10.2(c) or 10.2(g).
(c)
The Parent and the Borrower agree that no amount will
be paid or payable from the Borrower to the Parent as, on account or in respect
of, compensation or reimbursement for payment by the Parent of the Adjustment
Amounts pursuant to Section 4.12 of the U.S. Revolving Credit Agreement.
10.22.
AMENDMENT OF INTERCOMPANY CREDIT AGREEMENTS. Without
the prior written consent of the Majority Banks, such consent not to be
unreasonably withheld or delayed, the Parent will not, and will not permit any
Subsidiary to, cancel or terminate any Intercompany Credit Agreement or consent
to or accept any cancellation or termination thereof, or amend, modify or change
in any manner any term or condition of any Intercompany Credit Agreement (other
than amendments, modifications or changes that are made to make terms in the
Intercompany Credit Agreement consistent in nature with the provisions of this
Agreement, including conforming maturities and pricing) or give any consent,
waiver or approval thereunder, or waive any default under or any breach of any
term or condition of any Intercompany Credit Agreement.
11.

EVENTS OF DEFAULT; REMEDIES.

If any of the following events shall occur, then the Agent
shall at the request, or may with the consent, of the Majority Banks, (i) by
notice to the Borrower, declare the Commitment of each Bank and the several
obligations of each Bank to make Loans hereunder to be terminated, whereupon the
same shall forthwith terminate, and (ii) declare the Loans and all interest
accrued and unpaid thereon, and all other amounts payable under this Agreement,
to be forthwith due and payable, whereupon the Loans, all such interest and all
such other amounts, shall become and be forthwith due and payable without
presentment, demand, protest, or further notice of any kind (including, without
limitation, notice of default, notice of intent to accelerate and notice of
acceleration), all of which are hereby expressly waived by the Borrower;
provided, however, that with respect to any Event of Default described in
Section 11.6 or 11.7 hereof, (A) the Commitment of each Bank and the several
obligations of each Bank to make Loans hereunder shall automatically be
terminated and (B) the entire unpaid principal amount of the Loans, all interest
accrued and unpaid thereon, and all such other amounts payable under this
Agreement, shall automatically become immediately due and payable, without
presentment, demand, protest, or any notice of any kind (including, without
limitation, notice of default, notice of intent to accelerate and notice of
acceleration), all of which are hereby expressly waived by the Borrower.
11.1.
FAILURE TO PAY PRINCIPAL. The Borrower shall fail to
pay any principal of any Loan when the same becomes due and payable, whether at
the due date thereof or at a date fixed for prepayment thereof or otherwise, in
each case, pursuant to the terms of this Agreement; or
11.2.
FAILURE TO PAY OTHER AMOUNTS. The Borrower shall fail
to pay interest on any Loan or fees or other amounts due under this Agreement or
any other Loan Document, when the
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same becomes due and payable and such failure shall remain unremedied for one
(1) Business Day; or
11.3.
DEFAULT UNDER OTHER DEBT. The Parent or any
Restricted Subsidiary shall fail to make any payment of principal, interest or
premium on any Debt or any lease payment on any Capital Lease or any payment
under any Hedge Agreement or any reimbursement payment with respect to any
letter of credit or banker's acceptance (regardless of amount) which is
outstanding in a principal amount of at least U.S. $5,000,000 in the aggregate
(or the equivalent thereof, if in a currency other than U.S. Dollars) when the
same becomes due and payable (whether by scheduled maturity, required
prepayment, acceleration, demand or otherwise), and such failure shall continue
after the applicable grace period, if any, specified in the agreement or
instrument relating to such Debt; or any other event constituting a default
(however defined) shall occur or condition shall exist under any agreement or
instrument relating to any such Debt and shall continue after the applicable
grace period, if any, specified in such agreement or instrument if, during the
continuance thereof, the effect of such event or condition then results in such
Debt becoming due prior to its scheduled maturity or that enables or permits the
holder or holders of such Debt or any trustee or agent on its or their behalf to
cause such Debt to then become due, or to then require the prepayment,
repurchase, redemption or defeasance thereof, prior to its scheduled maturity
(or in the case of any Hedge Agreement, to permit the payments owing under such
Hedge Agreement to be liquidated); or
11.4.
MISREPRESENTATION OR BREACH OF WARRANTY. Any
representation or warranty made by the Parent or any Subsidiary herein or in any
other Loan Document or in any certificate, document or instrument otherwise
furnished to the Agent or the Banks in connection with this Agreement shall be
incorrect, false or misleading in any material respect when made or when deemed
made; or
11.5.

VIOLATION OF COVENANTS.

(a)
The Parent violates any covenant, agreement or
condition contained in Section 9.1(e), 9.2, 9.7 or in Article 10; or
(b)
The Parent or the Borrower violates any other
covenant, agreement or condition contained herein or in any other Loan Document
(other than the Parent Guaranty, the Guaranty or Pledge Agreement) to which it
is a party and such default shall continue unremedied for thirty (30) days after
the occurrence of such event; or
11.6.

BANKRUPTCY AND OTHER MATTERS.

(a)
The Parent or any Restricted Subsidiary shall
commence a voluntary case, petition, proposal, notice of intention to file a
proposal or other proceeding seeking liquidation, reorganization or other relief
with respect to itself or its debts under any Debtor Law now or hereafter in
effect or seeking the appointment of a trustee, receiver, interim receiver,
receiver and manager, liquidator, custodian or other similar official of it or
any substantial part of its property, or shall consent to (or fail to contest)
any such relief or the institution of any such proceeding or petition or the
appointment of or taking possession by any such official in an involuntary case
or other proceeding commenced against it, or shall make a general assignment for
the benefit of creditors, or
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writing its inability to pay its debts generally, or shall take any corporate
action to authorize any of the foregoing; or
(b)
An involuntary case, petition, proposal, notice of
intention to file a proposal or other proceeding shall be commenced against the
Parent or any Restricted Subsidiary seeking liquidation, reorganization or other
relief with respect to it or its debts under any Debtor Law or seeking the
appointment of a trustee, receiver, interim receiver, receiver and manager,
liquidator, custodian or other similar official of it or any substantial part of
its property, and such involuntary case, petition, proposal, notice or other
proceeding shall remain undismissed and unstayed for a period of sixty (60)
days; or an order for relief under U.S. Federal Bankruptcy Law, the Bankruptcy
and Insolvency Act (Canada) (or a similar order under other Debtor Law) shall be
entered against the Parent or any Restricted Subsidiary; or
11.7.
DISSOLUTION. Any order is entered in any proceeding
against the Parent or any Restricted Subsidiary decreeing the dissolution,
liquidation, winding-up or split-up of the Parent or any Restricted Subsidiary;
or
11.8.
JUDGMENT. One or more judgments or orders for the
payment of money which, individually or in the aggregate, shall be in excess of
5% of Consolidated Net Worth at any time, shall be rendered against the Parent
or any of its Restricted Subsidiaries (or any combination thereof) and either

(i) enforcement proceedings shall have been commenced by any creditor upon such
judgment or order or (ii) there shall be any period of thirty (30) consecutive
days during which a stay of enforcement of such judgment or order, by reason of
a pending appeal or otherwise, shall not be in effect; or
11.9.
NULLITY OF LOAN DOCUMENTS. Any Loan Document shall,
at any time after its execution and delivery and for any reason, cease to be in
full force and effect or be declared to be null and void, or the validity or
enforceability thereof shall be contested by the Parent or any Affiliate
thereof, or the Parent or any Subsidiary thereof shall deny that it has any or
any further liability or obligations under any Loan Document to which it is a
party, or any Pledge Agreement shall for any reason not grant the Agent a first
priority Lien on the collateral purported to be subject thereto, except for
Liens permitted by Section 10.1(i); or
11.10.
CHANGE OF CONTROL. (a) A Change of Control shall
occur; or (b) the Parent shall cease to directly or indirectly own 100% of the
issued and outstanding shares of the Borrower, free and clear of any Lien
(except in favor of the Agent and the agent under the U.S. Revolving Credit
Agreement), or (c) the Pledgors, or any one of them, shall, collectively, cease
to directly own 100% of the issued and outstanding shares of Moores Retail Group
Inc., or (d) Moores Retail Group Inc., shall cease to directly or indirectly own
100% of the issued and outstanding shares of Moores The Suit People Inc. and
Golden Brand Clothing (Canada) Ltd., free and clear of any Lien (except in favor
of the Agent and the agent under the U.S. Revolving Credit Agreement); or
11.11.
ERISA. With respect to (a) any Future Plan (as such
term is defined in Section 9.1(g) hereof), other than a Multiemployer Plan
within the meaning of Section 4001(a)(3) of ERISA, (i) such Future Plan shall
fail to satisfy the minimum funding standard or a waiver of such standard or
extension of any amortization period is sought under Section 412 of the Code;
(ii) such
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in excess of U.S. $1,000,000 can be asserted under Title IV of ERISA against the
Parent or ERISA Affiliate; (iii) such Future Plan shall have an unfunded current
liability in excess of U.S. $1,000,000; or (iv) there has been a withdrawal from
any such Future Plan and as a result liability in excess of $1,000,000 can be
asserted under Section 4062(e) or 4063 of ERISA against the Parent or any ERISA
Affiliate; or (b) any Future Plan that is a Multiemployer Plan under Section
4001(a)(3) of ERISA, such Future Plan is insolvent or in reorganization or the
Parent or an ERISA Affiliate has withdrawn, or proposes to withdraw, either
totally or partially, from such Future Plan and, in any case, the Parent or its
ERISA Affiliate might reasonably be anticipated to incur a liability which would
have a Material Adverse Effect; or (c) any Plan other than a Future Plan, the
Parent or its ERISA Affiliate could reasonably be anticipated to incur a
liability which would have a Material Adverse Effect; or
11.12.
GUARANTORS; PLEDGE AGREEMENT. (i) the Parent violates
any covenant, agreement or condition contained in the Parent Guaranty, (ii) any
Affiliate Guarantor violates any covenant, agreement or condition contained in
the Guaranty or any default or event of default otherwise occurs thereunder or
(iii) any Pledgor violates a covenant, agreement or condition contained in the
Pledge Agreement or any default or event of default otherwise occurs thereunder;
or
11.13.
RELATED FACILITIES. (i) Any "Event of Default" occurs
under any Related Facility, as such term is defined therein or (ii) the U.S.
Revolving Credit Agreement is terminated or shall at any time for any reason
cease to be valid and binding or in full force and effect; or
11.14.
OTHER REMEDIES. In addition to and cumulative of any
rights or remedies expressly provided for in this Section 11, if any one or more
Events of Default shall have occurred, the Agent shall at the request, and may
with the consent, of the Majority Banks proceed to protect and enforce the
rights of the Banks hereunder by any appropriate proceedings as the Agent may
elect. The Agent shall at the request, and may with the consent, of the Majority
Banks also proceed either by the specific performance of any covenant or
agreement contained in this Agreement or the other Loan Documents (other than
Specified Hedge Agreements) or by enforcing the payment of the Loan or by
enforcing any other legal or equitable right provided under this Agreement or
the other Loan Documents (other than Specified Hedge Agreements) or otherwise
existing under any Law in favor of the holder of the Loan. The Agent shall not,
however, be under any obligation to marshall any assets in favor of the Borrower
or any other Person or against or in payment of any or all obligations under any
Loan Document.
11.15.
REMEDIES CUMULATIVE. No remedy, right or power
conferred upon the Banks is intended to be exclusive of any other remedy, right
or power given hereunder or now or hereafter existing at Law, in equity, or
otherwise, and all such remedies, rights and powers shall be cumulative.

12.

THE AGENT.

Each of the Banks hereby irrevocably appoints the Agent as its
agent and authorizes the Agent to take such actions on its behalf and to
exercise such powers as are delegated to the Agent by the terms hereof, together
with such actions and powers as are reasonably incidental thereto.
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rights and powers in its capacity as a Bank as any other Bank and may exercise
the same as though it were not the Agent, and such bank and its Affiliates may
accept deposits from, lend money to and generally engage in any kind of business
with the Parent or any Subsidiary or other Affiliate thereof as if it were not
the Agent hereunder.
The Agent shall not have any duties or obligations except
those expressly set forth herein. Without limiting the generality of the
foregoing, (a) the Agent shall not be subject to any fiduciary or other implied
duties, regardless of whether a Default has occurred and is continuing, (b) the
Agent shall not have any duty to take any discretionary action or exercise any
discretionary powers, except discretionary rights and powers expressly
contemplated hereby that the Agent is required to exercise in writing as
directed by the Majority Banks (or such other number or percentage of the Banks
as shall be necessary under the circumstances as provided in Section 13.18) and
(c) except as expressly set forth herein, the Agent shall not have any duty to
disclose, and shall not be liable for the failure to disclose, any information
relating to the Parent or any of its subsidiaries that is communicated to or
obtained by the bank serving as Agent or any of its Affiliates in any capacity.
The Agent shall not be liable for any action taken or not taken by it with the
consent or at the request of the Majority Banks (or such other number or
percentage of the Banks as shall be necessary under the circumstances as
provided in Section 13.18) or in the absence of its own gross negligence or
willful misconduct. The Agent shall be deemed not to have knowledge of any
Default unless and until written notice thereof is given to the Agent by the
Parent, the Borrower or a Bank, and the Agent shall not be responsible for or
have any duty to ascertain or inquire into (i) any statement, warranty or
representation made in or in connection with this Agreement, (ii) the contents
of any certificate, report or other document delivered hereunder or in
connection herewith, (iii) the performance or observance of any of the
covenants, agreements or other terms or conditions set forth herein, (iv) the
validity, enforceability, effectiveness or genuineness of this Agreement or any
other agreement, instrument or document, or (v) the satisfaction of any
condition set forth in Section 8 or elsewhere herein, other than to confirm
receipt of items expressly required to be delivered to the Agent.
The Agent shall be entitled to rely upon, and shall not incur
any liability for relying upon, any notice, request, certificate, consent,
statement, instrument, document or other writing believed by it to be genuine
and to have been signed or sent by the proper Person. The Agent also may rely
upon any statement made to it orally or by telephone and believed by it to be
made by the proper Person, and shall not incur any liability for relying
thereon. The Agent may consult with legal counsel (who may be counsel for the
Parent and/or the Borrower), independent accountants and other experts selected
by it, and shall not be liable for any action taken or not taken by it in
accordance with the advice of any such counsel, accountants or experts.
The Agent may perform any and all its duties and exercise its
rights and powers by or through any one or more sub-agents appointed by the
Agent. The Agent and any such sub-agent may perform any and all its duties and
exercise its rights and powers through their respective Related Parties. The
exculpatory provisions of the preceding paragraphs shall apply to any such
sub-agent and to the Related Parties of the Agent and any such sub-agent, and
shall apply to their respective activities in connection with the syndication of
the credit facilities provided for herein as well as activities as Agent.
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as provided in this paragraph, the Agent may resign at any time by notifying the
Banks and the Borrower. Upon any such resignation, the Majority Banks shall have
the right, in consultation with the Borrower, to appoint a successor. If no
successor shall have been so appointed by the Majority Banks and shall have
accepted such appointment within 30 days after the retiring Agent gives notice
of its resignation, then the retiring Agent may, on behalf of the Banks appoint
a successor Agent which shall be a bank with an office in Toronto, Canada, or an
Affiliate of any such bank. Upon acceptance of its appointment as Agent
hereunder by a successor, such successor shall succeed to and become vested with
all the rights, powers, privileges and duties of the retiring Agent, and the
retiring Agent shall be discharged from its duties and obligations hereunder.
The fees payable by the Borrower to a successor Agent shall be the same as those
payable to its predecessor unless otherwise agreed between the Borrower and such
successor. After the Agent's resignation hereunder, the provisions of this

Article and Section 13.12 shall continue in effect for the benefit such retiring
Agent, its sub-agents and their respective Related Parties in respect of any
actions taken or omitted to be taken by any of them while it was acting as
Agent.
Each Bank acknowledges that it has, independently and without
reliance upon the Agent or any other Bank and based on such documents and
information as it has deemed appropriate, made its own credit analysis and
decision to enter into this Agreement. Each Bank also acknowledges that it will,
independently and without reliance upon the Agent or any other Bank and based on
such documents and information as it shall from time to time deem appropriate,
continue to make its own decisions in taking or not taking action under or based
upon this Agreement, any related agreement or any document furnished hereunder
or thereunder.
The Sole Bookrunner, Co-Lead Arrangers and Co-Syndication
Agents, in such capacities, shall have no duties or responsibilities, and shall
incur no obligations or liabilities, under this Agreement. Each Bank
acknowledges that it has not relied, and will not rely, on the Sole Bookrunner,
any Co-Lead Arranger or Co-Syndication Agent in deciding to enter into this
Agreement.
13.

MISCELLANEOUS.
13.1.

[OMITTED].

13.2.
WAIVERS, ETC. No failure or delay on the part of any
Bank or the Agent in exercising any power or right hereunder shall operate as a
waiver thereof, nor shall any single or partial exercise of any such right or
power, or any abandonment or discontinuance of steps to enforce such a right or
power, preclude any other or further exercise thereof or the exercise of any
other right or power. No course of dealing between the Parent, the Borrower and
any Bank or the Agent shall operate as a waiver of any right of any Bank or the
Agent. No modification or waiver of any provision of this Agreement or any other
Loan Document nor consent to any departure by the Parent or the Borrower
therefrom shall in any event be effective unless the same shall be in writing,
and then such waiver or consent shall be effective only in the specific instance
and for the purpose for which given. No notice to or demand on the Parent or the
Borrower in any case shall entitle the Parent or the Borrower to any other or
further notice or demand in similar or other circumstances.
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NOTICES. All notices and other communications
provided for herein shall be in writing (including telex, facsimile, or cable
communication) and shall be mailed, couriered, telecopied, telexed, cabled or
delivered addressed as follows:
If to the Parent or the Borrower, to it at:
5803 Glenmont
Houston, Texas 77081
Attn: Ms. Claudia A. Pruitt
with a copy to:
Fulbright & Jaworski L.L.P.
1301 McKinney, St., Suite 5100
Houston, Texas 77010
Attn: Mr. Michael W. Conlon
and
5800, Rue St. Denis, Suite 900
Montreal, Quebec, Canada H2S 3L5
Attn: Pat De Marco
and if to any Bank or the Agent, at its Domestic Lending Office specified
opposite its name on Schedule I attached hereto, or as to the Borrower, or the
Agent, to such other address as shall be designated by such party in a written
notice to the other party and, as to each other party, at such other address as
shall be designated by such party in a written notice to the Borrower and the
Agent. All such notices and communications shall, when mailed, delivered by
courier, telecopied, telexed, transmitted, or cabled, become effective when
three (3) Business Days have elapsed after being deposited in the mail (with
first class postage prepaid and addressed as aforesaid), or when confirmed by
telex answerback, transmitted to the correct telecopier, or delivered to the
courier or the cable company, except that notices and communications from the
Borrower to the Agent shall not be effective until actually received by the
Agent.
13.4.
GOVERNING LAW. EACH LOAN DOCUMENT SHALL BE GOVERNED
BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK AND THE
UNITED STATES OF AMERICA.

13.5.
SURVIVAL OF REPRESENTATIONS, WARRANTIES AND
COVENANTS. All representations, warranties and covenants contained herein or
made in writing by the Borrower and its Restricted Subsidiaries in connection
herewith shall survive the execution and delivery of this Agreement and will
bind and inure to the benefit of the respective successors and permitted assigns
of the parties hereto, whether so expressed or not, provided that the
undertaking of the Banks to make Loans to the Borrower shall not inure to the
benefit of any successor or assign of the Borrower. No investigation at any time
made by or on behalf of the Banks shall diminish the Banks' right to rely
thereon.
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COUNTERPARTS. This Agreement may be executed in
several counterparts, and by the parties hereto on separate counterparts, and
each counterpart, when so executed and delivered, shall constitute an original
instrument, and all such separate counterparts shall constitute but one and the
same instrument.
13.7.
SEPARABILITY. Should any clause, sentence, paragraph
or section of this Agreement be judicially declared to be invalid, unenforceable
or void, such decision shall not have the effect of invalidating or voiding the
remainder of this Agreement, and the parties hereto agree that the part or parts
of this Agreement so held to be invalid, unenforceable or void will be deemed to
have been stricken herefrom and the remainder will have the same force and
effectiveness as if such part or parts had never been included herein. Each
covenant contained in this Agreement shall be construed (absent an express
contrary provision herein) as being independent of each other covenant contained
herein, and compliance with any one covenant shall not (absent such an express
contrary provision) be deemed to excuse compliance with one or more other
covenants.
13.8.
DESCRIPTIVE HEADINGS. The section headings in this
Agreement have been inserted for convenience only and shall be given no
substantive meaning or significance whatsoever in construing the terms and
provisions of this Agreement.
13.9.

RIGHT OF SET-OFF, ADJUSTMENTS.

(a)
Upon the occurrence and during the continuance of any
Event of Default, each Bank (and each of its Affiliates) is hereby authorized at
any time and from time to time, to the fullest extent permitted by law, to set
off and apply any and all deposits (general or special, time or demand,
provisional or final) at any time held and other indebtedness at any time owing
by such Bank (or any of its Affiliates) to or for the credit or the account of
the Borrower or any Restricted Subsidiary against any and all of the obligations
of the Borrower now or hereafter existing under this Agreement, irrespective of
whether such Bank shall have made any demand under this Agreement and although
such obligations may be unmatured. Each Bank agrees promptly to notify the
Borrower after any such set-off and application made by such Bank; provided,
however, that the failure to give such notice shall not affect the validity of
such set-off and application. The rights of each Bank under this Section 13.9
are in addition to other rights and remedies (including, without limitation,
other rights of set-off) that such Bank may have.
(b)
If any Bank shall, by exercising any right of set-off
or counterclaim or otherwise, obtain payment in respect of any principal of or
interest on any of its Loans resulting in such Bank receiving payment of a
greater proportion of the aggregate amount if its Loans and accrued interest
thereon than the proportion received by any other Bank, then the Bank receiving
such greater proportion shall purchase (for cash at face value) participations
in the Loans of other Banks to the extent necessary so that the benefit of all
such payments shall be shared by the Banks ratably in accordance with the
aggregate amount of principal of and accrued interest on their respective Loans;
provided that (i) if any such participations are purchased and all or any
portion of the payment giving rise thereto is recovered, such participations
shall be rescinded and the purchase price restored to the extent of such
recovery, without interest, and (ii) the provisions of this paragraph shall not
be construed to apply to any payment made by the Borrower pursuant to and in
accordance with the express terms of this Agreement or any payment obtained by a
Bank as
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Loans to any assignee or participant, other than to the Borrower or any
Subsidiary or Affiliate thereof (as to which the provisions of this paragraph
shall apply). The Borrower consents to the foregoing and agrees, to the extent
it may effectively do so under applicable law, that any Bank acquiring a
participation pursuant to the foregoing arrangements may exercise against the
Borrower rights of set-off and counterclaim with respect to such participation
as fully as if such Bank were a direct creditor of the Borrower in the amount of

such participation.
13.10.

ASSIGNMENTS AND PARTICIPATIONS.

(a)
The provisions of this Agreement shall be binding
upon and inure to the benefit of the parties hereto and their respective
successors and assigns permitted hereby, except that (i) the Borrower may not
assign or otherwise transfer any of its rights or obligations hereunder without
the prior written consent of each Bank (and any attempted assignment or transfer
by the Borrower without such consent shall be null and void) and (ii) no Bank
may assign or otherwise transfer its rights or obligations hereunder except in
accordance with this Section. Nothing in this Agreement, expressed or implied,
shall be construed to confer upon any Person (other than the parties hereto,
their respective successors and assigns permitted hereby Participants (to the
extent provided in paragraph (c) of this Section) and, to the extent expressly
contemplated hereby, the Related Parties of each of the Agent and the Banks) any
legal or equitable right, remedy or claim under or by reason of this Agreement.
(b)
(i) Subject to the conditions set forth in paragraph
(b)(ii) below, any Bank may assign to one or more assignees all or a portion of
its rights and obligations under this Agreement (including all or a portion of
its Commitment and the Loans at the time owing to it) with the prior written
consent (such consent not to be unreasonably withheld) of:
(A)
the Borrower, provided that no consent of
the Borrower shall be required for an assignment to a Bank, an
Affiliate of a Bank or, if an Event of Default has occurred
and is continuing, any other assignee; and
(B)
the Agent, provided that no consent of the
Agent shall be required for an assignment of all or any
portion of a Loan to a Bank, or an Affiliate of a Bank.
(ii)
Assignments shall be subject to the following
additional conditions:
(A)
except in the case of an assignment to a
Bank or an Affiliate of a Bank or an assignment of the entire
remaining amount of the assigning Bank's Commitment or Loans
of any Class, the amount of the Commitment or Loans of the
assigning Bank assigned pursuant to each such assignment
(determined as of the date the Assignment and Assumption with
respect to such assignment is delivered to the Agent) shall
not be less than the Canadian Dollar Equivalent Value of U.S.
$5,000,000, and the amount of the Commitment or Loans of the
assigning Bank after giving effect to such assignment shall
not be less than the Canadian Dollar Equivalent Value of U.S.
$10,000,000, unless each of the Borrower and the Agent
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Borrower shall be required if an Event of Default has
occurred and is continuing;
(B)
each partial assignment shall be made as an
assignment of a proportionate part of all the assigning Bank's
rights and obligations under this Agreement, provided that
this clause shall not be construed to prohibit the assignment
of a proportionate part of all the assigning Bank's rights and
obligations in respect of one Class of Loans or the
Commitments related thereto;
(C)
the parties to each assignment shall execute
and deliver to the Agent an Assignment and Assumption,
together with a processing and recordation fee of U.S. $3,500;
(D)
the assignee, if it shall not be a Bank,
shall deliver to the Agent an Questionnaire; and
(E)
except as otherwise consented to by the
Borrower and the Agent, any such assigning Bank shall
simultaneously assign to such assignee a pro rata portion of
its rights and obligations under the U.S. Revolving Credit
Agreement.
(iii)
Subject to acceptance and recording thereof pursuant
to paragraph (b)(iv) of this Section, from and after the effective date
specified in each Assignment and Assumption the assignee thereunder
shall be a party hereto and, to the extent of the interest assigned by
such Assignment and Assumption, have the rights and obligations of a
Bank under this Agreement, and the assigning Bank thereunder shall, to
the extent of the interest assigned by such Assignment and Assumption,
be released from its obligations under this Agreement (and, in the case

of an Assignment and Assumption covering all of the assigning Bank's
rights and obligations under this Agreement, such Bank shall cease to
be a party hereto but shall continue to be entitled to the benefits of
Sections 3.3, 3.6, 4.7 and 13.12). Any assignment or transfer by a Bank
of rights or obligations under this Agreement that does not comply with
this Section 13.10 shall be treated for purposes of this Agreement as a
sale by such Bank of a participation in such rights and obligations in
accordance with paragraph (c) of this Section.
(iv)
The Agent, acting for this purpose as an agent of the
Borrower, shall maintain at one of its offices a copy of each
Assignment and Assumption delivered to it and a register for the
recordation of the names and addresses of the Banks, and the Commitment
of, and principal amount of the Loans owing to, each Bank pursuant to
the terms hereof from time to time (the "Register"). The entries in the
Register shall be conclusive, and the Borrower, the Agent, the Issuing
Bank and the Banks may treat each person whose name is recorded in the
Register pursuant to the terms hereof as a Bank hereunder for all
purposes of this Agreement, notwithstanding notice to the contrary. The
Register shall be available for inspection by the Borrower, the Issuing
Bank and any Bank, at any reasonable time and from time to time upon
reasonable prior notice.
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Upon its receipt of a duly completed Assignment and
Assumption executed by an assigning Bank and an assignee, the
assignee's completed Administrative Questionnaire (unless the assignee
shall already be a Bank hereunder), the processing and recordation fee
referred to in paragraph (b) of this Section and any written consent to
such assignment required by paragraph (b) of this Section, the Agent
shall accept such Assignment and Assumption and record the information
contained therein in the Register. No assignment shall be effective for
purposes of this Agreement unless it has been recorded in the Register
as provided in this paragraph.
(c)
(i) Any Bank may, without the consent of the Borrower
or, the Agent, sell participations to one or more banks or other entities (a
"Participant") in all or a portion of such Bank's rights and obligations under
this Agreement (including all or a portion of its Commitment and the Loans owing
to it); provided that (A) such Bank's obligations under this Agreement shall
remain unchanged, (B) such Bank shall remain solely responsible to the other
parties hereto for the performance of such obligations and (C) the Borrower, the
Agent and the other Banks shall continue to deal solely and directly with such
Bank in connection with such Bank's rights and obligations under this Agreement.
Any agreement or instrument pursuant to which a Bank sells such a participation
shall provide that such Bank shall retain the sole right to enforce this
Agreement and to approve any amendment, modification or waiver of any provision
of this Agreement; provided that such agreement or instrument may provide that
such Bank will not, without the consent of the Participant, agree to any
amendment, modification or waiver described in the first proviso to Section
13.18 that affects such Participant. Subject to paragraph (c)(ii) of this
Section, the Borrower agrees that each Participant shall be entitled to the
benefits of Sections 3.3, 3.6 and 4.7 to the same extent as if it were a Bank
and had acquired its interest by assignment pursuant to paragraph (b) of this
Section. To the extent permitted by law, each Participant also shall be entitled
to the benefits of Section 13.9 as though it were a Bank, provided such
Participant agrees to be subject to Section 13.9(b) as though it were a Bank.
Each Bank which sells any participation to any Participant shall give prompt
notice thereof to the Agent and the Borrower; provided, however, that no
liability shall arise if any such Bank fails to give such notice to the
Borrower.
(ii)
A Participant shall not be entitled to receive any
greater payment under Section 3.3, 3.6 or 4.7 than the applicable Bank
would have been entitled to receive with respect to the participation
sold to such Participant, unless the sale of the participation to such
Participant is made with the Borrower's prior written consent. A
Participant that would be a Foreign Bank if it were a Bank shall not be
entitled to the benefits of Section 4.7 unless the Borrower is notified
of the participation sold to such Participant and such Participant
agrees, for the benefit of the Borrower, to comply with Section 4.7(d)
as though it were a Bank.
(d)
Any Bank may at any time pledge or assign a security
interest in all or any portion of its rights under this Agreement to secure
obligations of such Bank, including without limitation any pledge or assignment
to secure obligations to a Federal Reserve Bank, and the preceding subsections
of this Section shall not apply to any such pledge or assignment of a security
interest; provided that (i) no such pledge or assignment of a security interest
shall release a Bank from any of its obligations hereunder or substitute any
such pledgee or assignee for such Bank as a party hereto, (ii) all related
costs, fees and expenses in connection with any such pledge or
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back to it, free of any interests of such assignee, shall be for the sole
account of such Bank.
13.11.
INTEREST. All agreements between the Borrower, the
Agent or any Bank, whether now existing or hereafter arising and whether written
or oral, are hereby expressly limited so that in no contingency or event
whatsoever, whether by reason of demand being made on any Loan or otherwise,
shall the amount contracted for, charged, reserved or received by the Agent or
any Bank for the use, forbearance, or detention of the money to be loaned under
this Agreement or otherwise or for the payment or performance of any covenant or
obligation contained herein or in any other Loan Document exceed the maximum
amount of interest permitted to be contracted for, charged or received under
applicable law from time to time in effect or the Highest Lawful Rate. If, as a
result of any circumstances whatsoever, fulfillment by the Borrower or any
Restricted Subsidiary of any provision hereof or of any of such documents, at
the time performance of such provision shall be due, shall involve transcending
the limit of validity prescribed by applicable usury law or result in the Agent
or Bank having or being deemed to have contracted for, charged, reserved or
received interest (or amounts deemed to be interest) in excess of the maximum
lawful rate or amount of interest allowed by applicable law to be so contracted
for, charged, reserved or received by such Agent or Bank, then, ipso facto, the
obligation to be fulfilled by the Borrower shall be reduced to the limit of such
validity, and if, from any such circumstance, the Agent or any Bank shall ever
receive interest or anything which might be deemed interest under applicable law
which would exceed the maximum amount of interest permitted to be contracted
for, charged or received under applicable law from time to time in effect or the
Highest Lawful Rate, such amount which would be excessive interest shall be
refunded to the Borrower, or, to the extent (i) permitted by applicable law and
(ii) such excessive interest does not exceed the unpaid principal balance of the
Loans and the amounts owing on other obligations of the Borrower to the Agent or
any Bank under any Loan Document, applied to the reduction of the principal
amount owing on account of the Loans or the amounts owing on other obligations
of the Borrower to the Agent or any Bank under any Loan Document and not to the
payment of interest. All sums paid or agreed to be paid to the Agent or any Bank
for the use, forbearance, or detention of the indebtedness of the Borrower to
the Agent or any Bank shall, to the extent permitted by applicable law, be
amortized, prorated, allocated, and spread throughout the full term of such
indebtedness until payment in full of the principal thereof (including the
period of any renewal or extension thereof) so that the interest on account of
such indebtedness shall not exceed the Highest Lawful Rate. The terms and
provisions of this Section 13.11 shall control and supersede every other
provision hereof and of all other agreements between the Borrower and the Banks.
13.12.

EXPENSES; INDEMNIFICATION.

(a)
The Borrower agrees to pay within 15 days after
demand all reasonable costs and expenses of the Agent and its Affiliates in
connection with the initial syndication, preparation, execution, delivery,
modification, amendment and administration of this Agreement, the other Loan
Documents, and the other documents to be delivered hereunder, including, without
limitation, the reasonable fees and expenses of counsel for the Agent (including
the cost of internal counsel) with respect thereto and with respect to advising
the Agent as to its rights and responsibilities under the Loan Documents. The
Borrower further agrees to pay on demand all reasonable costs and expenses of
the Agent or any Bank, if any (including, without limitation, reasonable
attorneys' fees and
-72expenses and the cost of internal counsel), in connection with the enforcement
or protection of its rights (whether through negotiations, legal proceedings, or
otherwise) in connection with the Loan Documents and the other documents to be
delivered hereunder, including all such expenses incurred during a workout,
restructuring or negotiation with respect of Loans.
(b)
THE BORROWER AGREES TO INDEMNIFY AND HOLD HARMLESS
THE AGENT AND EACH BANK AND EACH OF THEIR AFFILIATES AND THEIR RESPECTIVE
OFFICERS, DIRECTORS, EMPLOYEES, AGENTS, AND ADVISORS (EACH, AN "INDEMNIFIED
PARTY") IN AND AGAINST ANY AND ALL CLAIMS, DAMAGES, LOSSES, LIABILITIES, COSTS,
AND EXPENSES (INCLUDING, WITHOUT LIMITATION, REASONABLE ATTORNEYS' FEES) THAT
MAY BE INCURRED BY OR ASSERTED OR AWARDED AGAINST ANY INDEMNIFIED PARTY, IN EACH
CASE ARISING OUT OF OR IN CONNECTION WITH OR BY REASON OF (INCLUDING, WITHOUT
LIMITATION, IN CONNECTION WITH ANY INVESTIGATION, LITIGATION, OR PROCEEDING OR
REPARATION OF DEFENSE IN CONNECTION THEREWITH):
(i)

THE LOAN DOCUMENTS, OR THE TRANSACTIONS;

(ii)
THE EXECUTION AND DELIVERY OF THE DOCUMENTS RELATED
TO ANY ACQUISITION, THE CONSUMMATION OF THE TRANSACTIONS CONTEMPLATED
THEREBY, OR IN CONNECTION WITH THE PURCHASE OR ATTEMPTED PURCHASE

PURSUANT TO THE TERMS OF SUCH DOCUMENTS, INCLUDING, WITHOUT LIMITATION,
DAMAGES, COSTS AND EXPENSES INCURRED BY ANY OF THE INDEMNIFIED PARTIES
IN INVESTIGATING, PREPARING FOR, DEFENDING AGAINST, OR PROVIDING
EVIDENCE, PRODUCING DOCUMENTS, OR TAKING ANY OTHER ACTION IN RESPECT OF
ANY COMMENCED OR THREATENED LITIGATION UNDER ANY FEDERAL SECURITIES LAW
OR ANY OTHER LAW OF ANY JURISDICTION OR AT COMMON LAW WHICH IS ALLEGED
TO ARISE OUT OF OR IS BASED UPON:
(A)
THE CLAIMS OF ANY PERSON THAT, IN CONNECTION
WITH ANY ACQUISITION, ANY OF THE INDEMNIFIED PARTIES HAS
VIOLATED ANY FIDUCIARY OR CONFIDENTIALITY RESPONSIBILITIES, OR
ANY REPRESENTATIONS, WARRANTIES OR COVENANTS, EXPRESS OR
IMPLIED, MADE OR ALLEGED TO HAVE BEEN MADE BY ANY OF THE
INDEMNIFIED PARTIES, TO OR IN FAVOR OF SUCH PERSON;
(B)
ANY UNTRUE STATEMENT OR ALLEGED UNTRUE
STATEMENT OF ANY MATERIAL FACT BY THE PARENT OR ANY AFFILIATE
IN ANY DOCUMENT OR SCHEDULE FILED WITH THE SECURITIES AND
EXCHANGE COMMISSION OR ANY OTHER GOVERNMENTAL AUTHORITY;
(C)
ANY OMISSION OR ALLEGED OMISSION TO STATE
ANY MATERIAL FACT REQUIRED TO BE STATED IN ANY DOCUMENT OR
SCHEDULE OR NECESSARY TO MAKE THE STATEMENTS MADE THEREIN NOT
MISLEADING IN LIGHT OF THE CIRCUMSTANCES UNDER WHICH MADE;
(D)
ANY ACTS OR OMISSIONS, OR ALLEGED ACTS OR
OMISSIONS OF THE PARENT, ANY AFFILIATE OR THEIR AGENTS RELATED
TO ANY ACQUISITION, PURCHASE OR SALE OF STOCK OR ASSETS, OR
THE FINANCING THEREOF, WHICH ARE ALLEGED TO VIOLATE ANY
FEDERAL SECURITIES LAW OR ANY OTHER LAW OF ANY JURISDICTION
APPLICABLE TO SUCH ACQUISITION, THE PURCHASE OR SALE OF STOCK
OR ASSETS, OR THE FINANCING THEREOF;
-73(E)
ANY WITHDRAWALS, TERMINATION OR CANCELLATION
OF ANY ACQUISITION; OR
(F)
ANY OTHER CLAIMS OF ANY NATURE WHATSOEVER
ARISING FROM OR RELATED TO ANY ACQUISITIONS;
EXCEPT TO THE EXTENT SUCH CLAIM, DAMAGE, LOSS, LIABILITY, COST, OR EXPENSE IS
FOUND IN A FINAL, NON-APPEALABLE JUDGMENT BY A COURT OF COMPETENT JURISDICTION
TO HAVE RESULTED FROM SUCH INDEMNIFIED PARTY'S GROSS NEGLIGENCE OR WILLFUL
MISCONDUCT PROVIDED THAT IT IS THE INTENTION OF THE PARTIES HERETO THAT THE
INDEMNIFIED PARTIES BE INDEMNIFIED FOR SUCH CLAIM, DAMAGE, LOSS, LIABILITY,
COST, OR EXPENSE ARISING FROM ITS OWN NEGLIGENCE. IN THE CASE OF AN
INVESTIGATION, LITIGATION OR OTHER PROCEEDING TO WHICH THE INDEMNITY IN THIS
SECTION 13.12 APPLIES, SUCH INDEMNITY SHALL BE EFFECTIVE WHETHER OR NOT SUCH
INVESTIGATION, LITIGATION OR PROCEEDING IS BROUGHT BY THE BORROWER, ITS
DIRECTORS, SHAREHOLDERS OR CREDITORS OR AN INDEMNIFIED PARTY OR ANY OTHER PERSON
OR ANY INDEMNIFIED PARTY IS OTHERWISE A PARTY THERETO AND WHETHER OR TO THE
TRANSACTIONS CONTEMPLATED HEREBY ARE CONSUMMATED. THE BORROWER AGREES NOT TO
ASSERT ANY CLAIM AGAINST ANY INDEMNIFIED PARTY ON ANY THEORY OF LIABILITY, FOR
SPECIAL, INDIRECT, CONSEQUENTIAL, OR PUNITIVE DAMAGES ARISING OUT OF OR
OTHERWISE RELATING TO THE LOAN DOCUMENTS, ANY OF THE TRANSACTIONS CONTEMPLATED
HEREIN OR THE ACTUAL OR PROPOSED USE OF THE PROCEEDS OF THE LOANS OR THE LETTERS
OF CREDIT.
(c)
Without prejudice to the survival of any other
agreement of the Borrower hereunder, the agreements and obligations of the
Borrower and the Banks contained in this Section 13.12 shall survive the payment
in full of the Loans and all other amounts payable under this Agreement.
13.13.
PAYMENTS SET ASIDE. To the extent any payments on the
Obligations or proceeds of any collateral or the proceeds of such enforcement or
setoff or any part thereof are subsequently invalidated, declared to be
fraudulent or preferential, set aside and/or required to be repaid to a trustee,
receiver or any other Person under any Debtor Law or equitable cause, then, to
the extent of such recovery, the Obligation or part thereof originally intended
to be satisfied, and all rights and remedies therefor, shall be revived and
shall continue in full force and effect, and the Agent's and the Banks' rights,
powers and remedies under this Agreement and each other Loan Document shall
continue in full force and effect, as if such payment had not been made or such
enforcement or setoff had not occurred. In such event, each Loan Document shall
be automatically reinstated and the Borrower shall take such action as may be
reasonably requested by the Agent and the Banks to effect such reinstatement.
13.14.
LOAN AGREEMENT CONTROLS. If there are any conflicts
or inconsistencies among this Agreement and any of the other Loan Documents, the
provisions of this Agreement shall prevail and control.
13.15.
OBLIGATIONS SEVERAL. The obligations of each Bank
under each Loan Document to which it is a party are several, and no Bank shall

be responsible for any obligation or
-74Commitment of any
Nothing contained
taken by any Bank
be a partnership,

other Bank under any Loan Document to which it is a party.
in any Loan Document to which it is a party, and no action
pursuant thereto, shall be deemed to constitute the Banks to
an association, a joint venture, or any other kind of entity.

13.16.
SUBMISSION TO JURISDICTION; WAIVERS. EACH OF THE
PARENT, THE BORROWER, THE AGENT AND THE BANKS IRREVOCABLY AND UNCONDITIONALLY:
(a)
SUBMITS, FOR ITSELF AND ITS PROPERTY IN ANY LEGAL
ACTION OR PROCEEDING RELATING TO THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT OR
FOR RECOGNITION AND ENFORCEMENT OF ANY JUDGMENT IN RESPECT THEREOF, TO THE
NONEXCLUSIVE GENERAL JURISDICTION OF THE COURTS OF THE STATES OF TEXAS AND NEW
YORK AND THE PROVINCE OF ONTARIO, THE COURTS OF THE UNITED STATES OF AMERICA FOR
THE SOUTHERN DISTRICT OF TEXAS, THE COURTS OF THE UNITED STATES OF AMERICA
SITTING IN NEW YORK CITY, AND APPELLATE COURTS FROM ANY THEREOF;
(b)
WAIVES ANY OBJECTION THAT IT MAY NOW OR HEREAFTER
HAVE TO THE VENUE OF ANY SUCH ACTION OR PROCEEDING IN ANY SUCH COURT OR THAT
SUCH PROCEEDING WAS BROUGHT IN AN INCONVENIENT COURT AND AGREES NOT TO PLEAD OR
CLAIM THE SAME;
(c)
ACTION OR PROCEEDING MAY
OR CERTIFIED MAIL OR ANY
THE ADDRESS SET FORTH IN
THE OTHER PARTIES HERETO
13.3; AND

AGREES THAT SERVICE OF PROCESS IN ANY SUCH LEGAL
BE EFFECTED BY MAILING OF A COPY THEREOF (BY REGISTERED
SUBSTANTIALLY SIMILAR FORM OF MAIL POSTAGE PREPAID) TO
SECTION 13.3 HEREOF OR AT SUCH OTHER ADDRESS OF WHICH
SHALL HAVE BEEN NOTIFIED IN WRITING PURSUANT TO SECTION

(d)
NOTWITHSTANDING THE FOREGOING, NOTHING HEREIN SHALL
IN ANY WAY AFFECT THE RIGHT OF THE AGENT OR ANY BANK, THE PARENT OR THE BORROWER
TO BRING ANY ACTION ARISING OUT OF OR RELATING TO THE LOANS OR THIS AGREEMENT OR
ANY OTHER LOAN DOCUMENT IN ANY COMPETENT COURT ELSEWHERE HAVING JURISDICTION
OVER THE BORROWER, THE PARENT, THE AGENT OR ANY BANK, AS THE CASE MAY BE, OR ITS
PROPERTY.
13.17.
WAIVER OF JURY TRIAL. TO THE FULLEST EXTENT PERMITTED
BY APPLICABLE LAW, THE BORROWER AND THE PARENT HERETO (A) WAIVES ANY RIGHT TO A
TRIAL BY JURY IN ANY ACTION OR PROCEEDING TO ENFORCE OR DEFEND ANY RIGHTS UNDER
THIS AGREEMENT OR UNDER ANY AMENDMENT, INSTRUMENT, DOCUMENT OR AGREEMENT
DELIVERED OR WHICH MAY IN THE FUTURE BE DELIVERED IN CONNECTION HEREWITH OR
ARISING FROM ANY BANKING RELATIONSHIP EXISTING IN CONNECTION WITH THIS
AGREEMENT, AND AGREES THAT ANY SUCH ACTION OR PROCEEDING SHALL BE TRIED BEFORE A
COURT AND NOT BEFORE A JURY; (B) IRREVOCABLY WAIVES, TO THE MAXIMUM
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SPECIAL, EXEMPLARY, PUNITIVE OR CONSEQUENTIAL DAMAGES, OR DAMAGES OTHER THAN, OR
IN ADDITION TO, ACTUAL DAMAGES; AND (C) CERTIFIES THAT NO PARTY HERETO NOR ANY
REPRESENTATIVE OR AGENT OF COUNSEL FOR ANY PARTY HERETO HAS REPRESENTED,
EXPRESSLY OR OTHERWISE, OR IMPLIED THAT SUCH PARTY WOULD NOT SEEK TO ENFORCE THE
FOREGOING WAIVERS.
13.18.
AMENDMENTS, ETC. No amendment or waiver of any
provision of this Agreement, or any other Loan Document, nor consent to any
departure the Parent, by the Borrower or any Subsidiary herefrom or therefrom,
shall in any event be effective unless the same shall be in writing and signed
by the Parent, Borrower or such Subsidiary, as the case may be, as to
amendments, and by the Majority Banks in all cases, and then, in any case, such
waiver or consent shall be effective only in the specific instance and for the
specific purpose for which given; provided, however, that no amendment, waiver
or consent shall, unless in writing and signed by 100% of the Banks, do any of
the following: (a) change the definition of "Majority Banks", "Commitment", or
"Pro Rata Percentage", (b) forgive or reduce or increase the amount of the
Commitment of any Bank or subject any Bank to any additional obligations, (c)
forgive or reduce the principal of, or rate or amount of interest applicable to,
any Loan, other than as provided in this Agreement, (d) postpone any date fixed
for any payment or prepayment of principal of, or interest on, any Loan, (e)
change Section 4.9, 4.10, and 13.15 or this Section 13.18, (f) change the
aggregate unpaid principal amount of the Loans, or the number of Banks, which
shall be required for the Banks or any of them to take any action hereunder, (g)
waive any of the conditions specified in Section 8.1 or Section 8.2, or (h)
except as otherwise provided herein, release all or substantially all of any
collateral, release the Parent from its obligations under the Parent Guaranty or
release any Affiliate Guarantor from its obligations under the Guaranty; and
provided further that no amendment, waiver or consent shall, unless in writing
and signed by the Agent in addition to the Banks required above to take such
action, affect the rights or duties of the Agent under this Agreement or any
other Loan Document.

13.19.
RELATIONSHIP OF THE PARTIES. This Agreement provides
for the making of loans by the Banks, in their capacity as Banks, to the
Borrower, in its capacity as a borrower, and for the payment of interest and
repayment of principal by the Borrower to the Banks. The relationship between
the Banks and the Borrower is limited to that of creditors/secured parties, on
the one hand, and debtor, on the other hand. The provisions herein for
compliance with financial, environmental, and other covenants, delivery of
financial, environmental and other reports, and financial, environmental and
other inspections, investigations, audits, examinations or tests are intended
solely for the benefit of the Banks to protect their interests as Banks in
assuming payments of interest and repayment of principal and nothing contained
in this Agreement shall be construed as permitting or obligating the Banks to
act as financial or business advisors or consultants to the Parent or the
Borrower, as permitting or obligating the Banks to control the Parent or
Borrower or to conduct or operate the Parent's or the Borrower's operations, as
creating any fiduciary obligation on the part of the Banks to the Parent or the
Borrower, or as creating any joint venture, agency, or other relationship
between the parties other than as explicitly and specifically stated in this
Agreement. The Parent and the Borrower each acknowledges that it has had the
opportunity to obtain the advice of experienced counsel of its own choosing in
connection with the negotiation and execution of this Agreement and to obtain
the advice of such counsel with respect to all matters contained herein,
including, without limitation, the provision in Section 13.17 for waiver of
trial by jury. The Parent
-76and the Borrower each further acknowledges that it is experienced with respect
to financial and credit matters and has made its own independent decision to
apply to the Banks for the financial accommodations provided hereby and to
execute and deliver this Agreement.
13.20.
CONFIDENTIALITY. The Agent and each Bank (on behalf
of itself and each of its Affiliates) agrees to maintain the confidentiality of
the Information (as defined below), except that Information may be disclosed (a)
to its and its Affiliates' directors, officers, employees and agents, including
accountants, legal counsel and other advisors (it being understood that the
Persons to whom such disclosure is made will be informed of the confidential
nature of such Information and instructed to keep such Information
confidential), (b) to the extent requested by any regulatory authority, (c) to
the extent required by applicable laws or regulations or by any subpoena or
similar legal process, (d) to any other party to this Agreement (it being
understood that the Persons to whom such disclosure is made will be informed of
the confidential nature of such Information and instructed to keep such
Information confidential), (e) in connection with the exercise of any remedies
hereunder or any suit, action or proceeding relating to this Agreement or the
enforcement of rights hereunder, (f) subject to an agreement containing
provisions substantially the same as those of this Section, to (i) any assignee
of or Participant in or any prospective assignee of or Participant in, any of
its rights or obligations under this Agreement or (ii) any actual or prospective
counterparty (or its advisors) to any swap or derivative transaction relating to
the Parent or the Borrower and its obligations, (g) with the consent of the
Parent or the Borrower (it being understood that the Persons to whom such
disclosure is made will be informed of the confidential nature of such
Information and instructed to keep such Information confidential) or (h) to the
extent such Information (i) becomes publicly available other than as a result of
a breach of this Section or (ii) becomes available to the Agent or any Bank on a
nonconfidential basis from a source other than the Parent or the Borrower. For
the purposes of this Section, "Information" means all information received from,
or furnished at the direction of, the Borrower or any of its Affiliates relating
to the Parent or any of its Affiliates or their business, other than any such
information that is available to the Agent or any Bank on a nonconfidential
basis prior to disclosure by the Borrower; provided that, in the case of
information received from the Parent or the Borrower after the date hereof, such
information is clearly identified at the time of delivery as confidential. Any
Person required to maintain the confidentiality of Information as provided in
this Section shall be considered to have complied with its obligation to do so
if such Person has exercised the same degree of care to maintain the
confidentiality of such Information as such Person would accord to its own
confidential information.
13.21.

CURRENCY CONVERSION AND CURRENCY INDEMNITY

(a)
Payments in Agreed Currency. The Borrower shall make
payment relative to each Loan in the currency (the "Agreed Currency") in which
the Loan was effected. If any payment is received on account of any Loan in any
currency (the "Other Currency") other than the Agreed Currency (whether
voluntarily or pursuant to an order or judgment or the enforcement thereof or
the realization of any security or the liquidation of the Borrower or otherwise
howsoever), such payment shall constitute a discharge of the liability of the
Borrower hereunder and under the other Loan Documents in respect of such
obligation only to the extent of the amount of the Agreed Currency which the
relevant Bank or the Agent, as the case may be, is able to purchase with the

amount of the Other Currency received by it on the Business Day next following
such receipt in accordance with its normal procedures and after deducting any
premium and costs of exchange.
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Conversion of Agreed Currency into Judgment Currency.
If, for the purpose of obtaining or enforcing judgment in any court in any
jurisdiction, it becomes necessary to convert into a particular currency (the
"Judgment Currency") any amount due in the Agreed Currency then the conversion
shall be made on the basis of the rate of exchange prevailing on the Business
Day next preceding the day on which judgment is given and in any event the
Borrower shall be obligated to pay the Agent and the Banks any deficiency in
accordance with Section 13.21(a). For the foregoing purposes "rate of exchange"
means the rate at which the relevant Bank or the Agent, as applicable, in
accordance with its normal banking procedures is able on the relevant date to
purchase the Agreed Currency with the Judgment Currency after deducting any
premium and costs of exchange.
(c)
Circumstances Giving Rise to Indemnity. If (i) any
Bank or the Agent receives any payment or payments on account of the liability
of the Borrower hereunder pursuant to any judgment or order in any Other
Currency, and (ii) the amount of the Agreed Currency which the relevant Bank or
the Agent, as applicable, is able to purchase on the Business Day next following
such receipt with the proceeds of such payment or payments in accordance with
its normal procedures and after deducting any premiums and costs of exchange is
less than the amount of the Agreed Currency due in respect of such obligations
immediately prior to such judgment or order, then the Borrower on demand shall,
and the Borrower hereby agrees to, indemnify and save the Banks and the Agent
harmless from and against any loss, cost or expense arising out of or in
connection with such deficiency.
(d)
Indemnity Separate Obligation. The agreement of
indemnity provided for in this Section 13.21 shall constitute an obligation
separate and independent from all other obligations contained in this Agreement,
shall give rise to a separate and independent cause of action, shall apply
irrespective of any indulgence granted by the Banks or the Agent or any of them
from time to time, and shall continue in full force and effect notwithstanding
any judgment or order for a liquidated sum in respect of an amount due hereunder
or under any judgment or order.
13.22.
FINAL AGREEMENT. THIS WRITTEN AGREEMENT AND THE OTHER
LOAN DOCUMENTS REPRESENT THE FINAL AGREEMENT BETWEEN THE PARTIES AND MAY NOT BE
CONTRADICTED BY EVIDENCE OF PRIOR, CONTEMPORANEOUS, OR SUBSEQUENT ORAL
AGREEMENTS OF THE PARTIES. THERE ARE NO UNWRITTEN ORAL AGREEMENTS BETWEEN THE
PARTIES.
-78IN WITNESS WHEREOF, the parties hereto, by their respective
officers thereunto duly authorized, have executed this Agreement effective as of
January 29, 2003.
THE MEN'S WEARHOUSE, INC.
By: /s/ ERIC J. LANE
-------------------------------------------Name: Eric J. Lane
Title:President
GOLDEN MOORES FINANCE COMPANY
By: /s/ ERIC J. LANE
-------------------------------------------Name: Eric J. Lane
Title: President
JPMORGAN CHASE BANK, TORONTO BRANCH, as Agent
By: /s/ D. MCDONALD
-------------------------------------------Name: Drew McDonald
Title: Vice President
JPMORGAN CHASE BANK
By: /s/ ROBERT L. MENDOZA
-------------------------------------------Name: Robert L. Mendoza
Title: Vice President
FLEET NATIONAL BANK

By: /s/ JUDITH C.E. KELLY
-------------------------------------------Name: Judith C.E. Kelly
-79Title: Managing Director
WACHOVIA BANK, NATIONAL ASSOCIATION
By: /s/ WILLIAM FOX
-------------------------------------------Name: William F. Fox
Title: Vice President
UNION BANK OF CALIFORNIA, N.A.
By: /s/ HENRY G. MONTGOMERY
-------------------------------------------Name: Henry G. Montgomery
Title: Vice President
U.S. BANK NATIONAL ASSOCIATION
By: /s/ AMANDA SMITH
-------------------------------------------Name: Amanda Smith
Title: Assistant Vice President
NATIONAL CITY BANK, CANADA BRANCH
By: /s/ C. W. HINIS
-------------------------------------------Name: C. W. Hinis
Title: Principal Officer
-80SCHEDULE 3
"Applicable Margin" means, from and after the U.S. Revolving
Credit Agreement Termination Date, (a) for the period from the U.S. Revolving
Credit Agreement Termination Date until the next redetermination thereafter, the
Applicable Margin determined by the Agent based upon the certificate then most
recently delivered pursuant to Section 9.1(k) of the U.S. Revolving Credit
Agreement, and (b) for each period thereafter (each such period commencing 61
days after the end of each fiscal quarter of the Parent and ending 60 days after
the end of the next fiscal quarter of the Parent), the applicable rate per annum
set forth in the table below opposite the ratio of Adjusted Debt to EBITDA plus
Base Rent Expense for the four immediately preceding fiscal quarterly periods.
Each determination of the Applicable Margin shall be determined by the Agent for
each such period after its receipt of the applicable certificate delivered
pursuant to this Schedule 3 and prior to the commencement of such period. Except
as set forth above, each change in the Applicable Margin shall be immediately
effective commencing on the 61st day after each fiscal quarter end, and remain
effective until the next determination.
<TABLE>
<CAPTION>
- -----------------------------------------------------------------------------------------------------------------ADJUSTED DEBT TO EBITDA PLUS BASE
APPLICABLE MARGIN FOR
APPLICABLE MARGIN FOR
RENT EXPENSE
EURODOLLAR LOANS
CANADIAN PRIME RATE LOANS
- -----------------------------------------------------------------------------------------------------------------<S>
<C>
<C>
Less than 3.0:1.0
1.50%
0.00%
- -----------------------------------------------------------------------------------------------------------------Equal to or greater than 3.0:1.0
1.75%
0.00%
but less than 4.0:1.0
- -----------------------------------------------------------------------------------------------------------------Equal to or greater than 4.0:1.0
2.00%
0.25%
but less than 4.25:1.0
- -----------------------------------------------------------------------------------------------------------------Equal to or greater than 4.25:1.0
2.25%
0.50%
- -----------------------------------------------------------------------------------------------------------------</TABLE>
The Parent shall deliver to the Agent within fifty-five (55)
days after the end of each fiscal quarter of the Parent, a certificate in the
form of Exhibit I hereto signed by a Responsible Officer of the Parent, (i)
setting forth (x) the ratio of Adjusted Debt to EBITDA plus Base Rent Expense
for the four immediately preceding fiscal quarterly periods ending on such
fiscal quarter, and (y) the resultant Applicable Margin determined as of the end
of the relevant fiscal quarter for the four fiscal quarters ending on such date

and (ii) setting forth such computations and other financial information as may
be required to determine such ratio of Adjusted Debt to EBITDA plus Base Rent
Expense. Violation of this paragraph shall be a Default under Section 11.5(ii)
of this Agreement.
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EXHIBIT 4.7
NATIONAL CITY
NATIONAL CITY BANK
CANADA BRANCH
THE EXCHANGE TOWER
130 KING STREET WEST, SUITE 2140
P.O. BOX 462
TORONTO, ONTARIO M5X 1E4
(416) 361-1744 FAX (416) 361-0085
JANUARY 15, 2003
GOLDEN BRAND CLOTHING (CANADA) LTD.
44 CHIPMAN HILL,
10TH FLOOR
SAINT JOHN, NB
DEAR SIRS:
We are pleased to advise that National City Bank, Canada Branch (the LENDER) is
prepared to provide a credit facility to you, subject to the following terms and
conditions.
BORROWER:
CREDIT
FACILITIES:

PURPOSE:

TERM AND
MATURITY:
AVAILABILITY
AND INTEREST
RATES:

Golden

Brand Clothing (Canada) Ltd.

Facility 1: Uncommitted revolving credit facility
up to Canadian Dollars Ten Million (CDN $ 10,000,000)
(or the equivalent amount in US Dollars) by way of
Letters of Credit.
Facility 1: To support the ongoing issuance of import
Letters of Credit (with maturities of up to 180
days); and the one-time issuance of a Stand-By Letter
of Credit up to Canadian Dollars Six Million (CDN $
6,000,000) (with maturity of up to 150 days) (or the
equivalent amount in US Dollars) to support
outstanding import Letters of Credit issued by Bank
of America; with the aggregate not to exceed Canadian
Dollars Ten Million (CDN $ 10,000,000) (or the
equivalent amount in US Dollars).
Facility 1: On demand.

Facility 1: In Canadian dollars by way of Letters
of Credit for a term of up to 364 days at the L/C
Usage Fee Rate.
In US dollars by way of Letters of Credit for a term
of up to 364

GOLDEN BRAND CLOTHING (CANADA) LTD.
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days at the L/C Usage Fee Rate.
Interest on the Stand-By Letter of Credit shall be
levied at the rate of 175 basis points per annum.
USAGE FEE:

Facility 1: Usage Fee of 35 basis points per annum
on the average facility usage will be payable
quarterly in arrears on the first business day
following each quarter, commencing April 1, 2003.

SECURITY:

Facility 1:

Guarantee of The Men's Wearhouse, Inc. for full
liability.
CONDITIONS
PRECEDENT:

COVENANTS:

(a)

The Borrower shall have obtained all
requisite consents, approvals, orders and
rulings required for the execution, delivery
and performance by the Borrower of its
obligations under this Agreement;

(b)

The security to be delivered at closing
shall have been executed and delivered;

(c)

There shall be no material adverse change in
the financial condition, operations, assets
or properties of the Borrower as of closing.

(a)

Use of Proceeds. The Borrower shall use the
Letters of Credit hereunder for the purpose
provided under the Purpose heading and in
the ordinary course of the Borrower's
business.

(b)

Compliance with Legislation. The Borrower
shall comply with all applicable laws,
rules, regulations or court orders in all
material respects, other than any failure to
be in compliance that could not reasonably
be expected to result in a material adverse
effect to the Borrower.

(c)

Material Litigation. The Borrower shall
promptly give written notice to the Lender
of any commencement of litigation, legal,
administrative, or arbitration proceeding or
dispute affecting the Borrower or any of its
subsidiaries if the result might, in the
Borrower's bona fide opinion, have a
materially adverse effect on the financial
condition or operations of the Borrower or
any of its subsidiaries, and from time to
time furnish to the Lender all reasonable
information requested by the Lender
concerning the
2
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status of any such litigation, proceeding or
dispute; provided that such notice or
request for information does not require a
waiver of the attorney-client privilege.
REPRESENTATIONS
AND WARRANTIES:

(a)

Corporate Status. The Borrower is a
corporation duly incorporated and validly
existing under the laws of ? New Brunswick
and has all necessary corporate power and
authority to own its respective properties
and carry on its respective business as
presently carried on and is duly licensed,
registered or qualified in all jurisdictions
where the character of its property owned or
leased or the nature of the activities
conducted by it makes such licensing,
registration or qualification necessary and
where failure to be so qualified would have
a material adverse effect on the financial
condition or operations of the Borrower.

(b)

Corporate Authority. The Borrower has full
corporate power and authority to enter into
this Agreement and the documents
contemplated hereunder and to do all acts
and execute and deliver all other documents
as are required hereunder or thereunder to
be done, observed or performed by it in
accordance with their terms.

(c)

Valid Authorization. The Borrower has taken
all necessary corporate action to authorize
the creation, execution, delivery and
performance of this Agreement and the
documents contemplated hereunder and to
observe and perform the provisions of each
in accordance with its terms.

(d)

Validity of Documents and Enforceability.
This Agreement when executed and delivered
will constitute valid and legally binding
obligations of the Borrower enforceable
against it in accordance with its respective
terms subject to applicable federal, state,
provincial or foreign liquidation,
dissolution, winding-up, conservatorship,
moratorium, receivership, reorganization,
bankruptcy, insolvency and other laws of
general application limiting the
enforceability of creditors' rights and to
the fact that specific performance is an
equitable remedy available only in the
discretion of the court. Neither the
execution and delivery of this Agreement nor
compliance with the terms and conditions of
it, (i) has resulted or will result in a
violation of the articles or the by-laws of
the Borrower or any resolutions passed by
the Board of Directors or shareholders of
the Borrower or any applicable law, rule,
regulation, order, judgment, injunction,
award or decree, (ii) has resulted or will
result in a breach of, or constitute a
default
3
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under, any material agreement to which the
Borrower is a party or by which it is bound
or (iii) requires any approval or consent of
any governmental authority or agency having
jurisdiction over the Borrower except such
as has already been obtained.
(e)

Non-Default. As of closing date/the date of
application for a letter of credit, no Event
of Default as hereinafter defined has
occurred and no event has occurred which
constitutes or which, with the giving of
notice, lapse of time or otherwise would
constitute an Event of Default, and, in each
case, is continuing.

(f)

Absence of Litigation. There are no actions,
suits or proceedings pending or, to the
knowledge of the Borrower, threatened
against or affecting the Borrower or any of
its subsidiaries or any of their
undertakings and assets, at law, in equity

or before any arbitrator or before or by any
governmental department, body, commission,
board, bureau, agency or instrumentality
having jurisdiction in the premises in
respect of which there is a reasonable
possibility of a determination adverse to
the Borrower or any subsidiary and which
could, if determined adversely, materially
and adversely affect the ability of the
Borrower to perform any of its obligations
under this Agreement and the documents
contemplated hereunder. Neither the Borrower
nor any subsidiary is in violation of any
law, regulation, order, writ, judgment,
injunction or award of any competent
government, commission, board, agency,
court, arbitrator or instrumentality which
would have such an effect, and, in each case
with respect to the foregoing, which
violation could reasonably be expected to
have a material adverse effect on them.
(g)

ACCOUNT
OF RECORD:

Environmental. The Borrower is not aware of
any failure on its part or on the part of
any of its subsidiaries to comply in all
material respects with all requirements of
environmental law other than any failure to
be in compliance that could not reasonably
be expected to result in a material adverse
effect to the Borrower or any of its
subsidiaries.

The Lender shall maintain accounts evidencing all
amounts owing by the Borrower to the Lender under
this Agreement. The information entered in the
foregoing accounts shall constitute prima facie
evidence of the obligations of the Borrower to the
Lender with respect to all amounts owing by the
Borrower hereunder. The Lender shall advise the
Borrower promptly after receipt by the Lender of
Borrower's request in writing of all entries made in
such accounts.
4

GOLDEN BRAND CLOTHING (CANADA) LTD.
JANUARY 15, 2003
EVENTS OF DEFAULT:

The Borrower will be in default under this Agreement
upon the occurrence and during the continuance of any
of the following events (herein referred to as an
EVENT OF DEFAULT):
(a)

the Borrower does not pay to the Lender any
sum when due and payable pursuant to the
terms of this Agreement and such default is
not remedied within five Banking Days
following such due date;

(b)

the Borrower defaults in the observance or
performance of any material covenant or
obligation of the Borrower contained in this
Agreement and such default continues
unremedied for thirty days after the
occurrence of each event;

(c)

any representation or warranty made by the
Borrower herein or in any document or
certificate provided at any time to the
Lender in connection herewith is proven to
be incorrect or misleading in any material

respect;
(d)

an event of default under any loan, letter
of credit, letter of guaranty, banker's
acceptance, bond, debenture, note, or other
similar agreement between the Lender and the
Borrower or under any such material
agreement between the Borrower and any other
person;

(e)

the Borrower ceases or adopts resolutions to
dissolve, liquidate, wind-up or otherwise
cease to carry on the business currently
being carried on by it or makes a
substantial change in the nature of the
business currently being carried on by the
Borrower or makes or agrees to make an
assignment, disposition or conveyance,
whether by way of sale or otherwise, of its
assets in bulk;

(f)

the Borrower is an insolvent person within
the meaning of the Bankruptcy and Insolvency
Act (Canada) or commences or threatens to
commence a voluntary bankruptcy proceeding;

(g)

the commencement of any proceeding or the
taking of any step by or against the
Borrower for the dissolution, liquidation or
winding-up of the Borrower or for any relief
under the laws of any jurisdiction relating
to bankruptcy, insolvency, reorganization,
arrangement, compromise or winding-up, or
for the appointment of one or more of a
trustee, receiver, receiver and manager,
custodian, liquidator or any other person
with similar powers with respect to the
Borrower or any part thereof;
5
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DEFINITIONS:

(h)

any judgment shall be entered against the
Borrower in any judicial or administrative
tribunal or before any arbitrator or
mediator that, individually or in the
aggregate, is in excess of 5 % of the
Borrower's net worth (as of any date, the
total shareholders' equity of the Borrower
that appears on the balance sheet of the
Borrower as of such date) and either (1)
enforcement proceedings shall have been
commenced by any creditor upon such
judgement or order or (2) there shall be any
period of thirty consecutive days during
which a stay of enforcement of such judgment
or order, by reason of a pending appeal or
otherwise, shall not be in effect;

(i)

there shall occur or commence to exist any
event, condition, or other thing that
constitutes an Event of Default as defined
in any addendum to this Agreement;

Except where the context clearly requires otherwise,
BANKING DAY means, in respect of a Loan other than a
Libor Loan, a day on which banks are open for
business in Toronto, Ontario but does not in any
event include a Saturday or a Sunday; SUBSIDIARY
means a corporation or other business entity if

shares constituting a majority of its outstanding
capital stock (or other form of ownership) or
constituting a majority of the voting power in any
election of directors (or shares constituting both
majorities) are (or upon the exercise of any
outstanding warrants, options or other rights would
be) owned directly or indirectly at the time in
question by the corporation in question or another
subsidiary of that corporation or any combination of
the foregoing; and the foregoing definitions shall be
applicable to the respective plurals of the foregoing
defined terms.
OTHER
DEFINITIONAL
MATTERS:

Unless otherwise stated, wherever in this Agreement
reference is made to a rate of interest "per annum"
or a similar expression is used, such interest shall
be calculated using the nominal rate method, and not
the effective rate method, of calculation and on the
basis of a calendar year of 365 days or 366 days, as
the case may be.
For the purposes of this Agreement, whenever interest
to be paid hereunder is to be calculated on the basis
of a year of 360 days, the yearly rate of interest to
which the rate determined pursuant to such
calculation is equivalent is the rate so determined
multiplied by the actual number of days in the
calendar year in which the same is to be ascertained
and divided by 360.
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COSTS:

GOVERNING
LAW:
EXECUTED
COPY:
AMENDMENTS:

All costs, including legal and appraisal fees,
incurred by the Lender relative to security and other
documentation, shall be for the account of the
Borrower.
Laws of the Province of Ontario.
The Borrower acknowledges receipt of a fully executed
copy of this Agreement.
No Amendment of any provision of this Agreement or
any document contemplated hereunder nor consent to
any departure by the Borrower herefrom or therefrom,
shall be effective unless the same shall be in
writing and signed by the Borrower and the Lender.

THE PROVISIONS OF THIS TERM SHEET ARE TO BE READ IN CONJUNCTION WITH NATIONAL
CITY'S APPLICATIONS FOR IRREVOCABLE STANDBY LETTER OF CREDIT AND FOR IRREVOCABLE
COMMERCIAL LETTER OF CREDIT INTO WHICH THE BORROWER MAY ENTER FROM TIME TO TIME.
IF THERE ARE ANY CONFLICTS OR INCONSISTENCIES AMONG THIS AGREEMENT AND ANY OTHER
DOCUMENTS, AGREEMENTS, OR INSTRUMENTS, INCLUDING BUT NOT LIMITED TO NATIONAL
CITY'S APPLICATIONS FOR IRREVOCABLE STANDBY LETTER OF CREDIT AND FOR IRREVOCABLE
COMMERCIAL LETTER OF CREDIT, THE PROVISIONS OF THIS AGREEMENT SHALL PREVAIL AND
CONTROL.
NATIONAL CITY BANK, CANADA BRANCH
THE EXCHANGE TOWER, 130 KING STREET WEST, SUITE 2140
TORONTO, ONTARIO M5X 1E4 CANADA
PER: /s/ C. WILLIAM HINIS
-----------------------------PER:/s/ KENNETH FEAGAN

------------------------------WE ACKNOWLEDGE AND ACCEPT THE ABOVE TERMS AND CONDITIONS, THIS___ DAY OF
JANUARY, 2003
GOLDEN BRAND CLOTHING (CANADA) LTD.
PER: /s/ NEILL P. DAVIS
----------------------------------PER: ________________________________
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EXHIBIT 21.1
SUBSIDIARIES OF THE REGISTRANT(1)
DOMESTIC SUBSIDIARIES:
The Men's Wearhouse of Michigan, Inc., a Delaware corporation(2)
TMW Realty Inc., a Delaware corporation(2)
TMW Texas General LLC, a Delaware limited liability company(3)
The Men's Wearhouse of Texas LP, a Delaware limited partnership(4)
TMW Capital Inc., a Delaware corporation(2)
TMW Equity LLC, a Delaware limited liability company(5)
TMW Finance LP, a Delaware limited partnership(6)
TMW Marketing Company, Inc., a California corporation(2)
TMW Merchants LLC, a Delaware limited liability company(7)
TMW Purchasing LLC, a Delaware limited liability company(8)
Renwick Technologies, Inc., a Texas corporation(2)
K&G Men's Center, Inc., a Delaware corporation(2)
K&G Men's Company Inc., a Delaware corporation(9)
Twin Hill Acquisition Company, Inc., a California corporation(2)(10)
FOREIGN SUBSIDIARIES:
Golden Moores Finance Company, a Nova Scotia unlimited liability company(2)
Moores Retail Group Inc., a New Brunswick corporation(11)
Moores The Suit People Inc., a New Brunswick corporation(12)(13)
Golden Brand Clothing (Canada) Ltd., a New Brunswick corporation(12)
- ---------(1) The names of certain subsidiaries are omitted because such unnamed
subsidiaries, considered in the aggregate as a single subsidiary, do not
constitute a significant subsidiary as of February 1, 2003.
(2) 100% owned by The Men's Wearhouse, Inc.
(3) 100% owned by TMW Realty Inc.
(4) TMW Realty Inc. owns a 99% interest as limited partner and TMW Texas General
LLC owns a 1% interest as general partner.
(5) 100% owned by TMW Capital Inc.
(6) TMW Capital Inc. owns a 99% interest as limited partner and TMW Equity LLC
owns a 1% interest as general partner.
(7) 100% owned by TMW Marketing Company, Inc.
(8) 100% owned by TMW Merchants LLC.
(9) 100% owned by K&G Men's Center, Inc.; K&G Men's Company Inc. does
business under the names K&G, K&G Men's Center, K&G Men's
Superstore, K&G MenSmart, K&G Ladies and The Suit Warehouse.

(10) Twin Hill Acquisition Company, Inc. does business under the names Twin Hill
and Men's Wearhouse Corporate Sales.
(11) 100% owned by Golden Moores Finance Company.
(12) 100% owned by Moores Retail Group Inc.
(13) Moores The Suit People Inc. does business under the name Moores Clothing
for Men and Moores Vetements Pour Hommes.

EXHIBIT 23.1
INDEPENDENT AUDITORS' CONSENT
We consent to the incorporation by reference in Registration Statement No.
333-80609 of The Men's Wearhouse, Inc. on Form S-3 and Registration Statement
Nos. 33-48108, 33-48109, 33-48110, 33-61792, 333-21109, 333-21121, 33-74692,
333-53623, 333-80033, 333-72549, 333-90304, 333-90306 and 333-90308 of The Men's
Wearhouse, Inc. on Form S-8 of our reports dated February 24, 2003 (which report
expresses an unqualified opinion and includes an explanatory paragraph regarding
the change in accounting for foreign currency forward exchange contracts upon
adoption of Statement of Financial Accounting Standards No. 133, Accounting for
Derivative Instruments and Hedging Activities, for the year ended February 2,
2002 and the change in accounting for goodwill and other intangible assets upon
adoption of Statement of Financial Accounting Standards No. 142, Goodwill and
Other Intangible Assets, for the year ended February 1, 2003, as discussed in
Note 1 to the consolidated financial statements) appearing in this Annual Report
on Form 10-K of The Men's Wearhouse, Inc. for the year ended February 1, 2003.
/s/ DELOITTE & TOUCHE LLP
Houston, Texas
April 30, 2003

EXHIBIT 99.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
NOT FILED PURSUANT TO THE SECURITIES EXCHANGE ACT OF 1934
In connection with the Annual Report of The Men's Wearhouse, Inc. (the
"Company") on Form 10-K for the period ending February 1, 2003, as filed with
the Securities and Exchange Commission on the date hereof (the "Report"), I,
George Zimmer, Chief Executive Officer of the Company, certify, pursuant to 18
U. S. C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002, that:

Dated:

(1)

The Report fully complies with the requirement of Section
13(a) or 15 (d) of the Securities Exchange Act of 1934; and

(2)

The information contained in the Report fairly presents, in
all material respects, the financial condition and results of
operations of the Company.

May 2, 2003
By: /s/ GEORGE ZIMMER
--------------------------George Zimmer
Chairman of the Board,
Chief Executive Officer
and Director

EXHIBIT 99.2
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
NOT FILED PURSUANT TO THE SECURITIES EXCHANGE ACT OF 1934
In connection with the Annual Report of The Men's Wearhouse, Inc. (the
"Company") on Form 10-K for the period ending February 1, 2003, as filed with
the Securities and Exchange Commission on the date hereof (the "Report"), I,
Neill P. Davis, Chief Financial Officer of the Company, certify, pursuant to 18
U. S. C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002, that:

Dated:

(1)

The Report fully complies with the requirement of Section
13(a) or 15 (d) of the Securities Exchange Act of 1934; and

(2)

The information contained in the Report fairly presents, in
all material respects, the financial condition and results of
operations of the Company.

May 2, 2003
By: /s/ NEILL P. DAVIS
------------------------------Neill P. Davis
Executive Vice President,
Chief Financial Officer
and Principal Financial Officer

