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UNITED STATES BANKRUPTCY COURT
NORTHERN DISTRICT OF ILLINOIS

EASTERN DIVISION
IN RE: ) Chapter 11
) Case No. 10-28882
SK HAND TOOL CORPORATION, ) Hon. Eugene R. Wedoff
etal,’ ) (Jointly Administered )
Debtors. )
) Hearing: Friday, July 30, 2010 at 7:30 a.m.

FINAL FINANCING ORDER AUTHORIZING BORROWING
WITH PRIORITY OVER ADMINISTRATIVE EXPENSES
AND SECURED BY LIENS ON PROPERTY OF THE ESTATE
PURSUANT TO SECTION 364(C) OF THE BANKRUPTCY CODE

WHEREAS, on June 29, 2010 (the “Petition Date™), SK Hand Tool Corporation (“SK™),
MCC Business, Inc. (*"MCC™); and Triat Industries, Inc. (“Triat”), as Debtors and debtors-in-
possession (collectively, the “Debtors” or the “Borrowers™) filed voluntary petitions for
reorganization pursuant to chapter 11 of Title 11, United States Code (the “Bankruptcy Code™) in
the United States Bankruptcy Court for the Northern District of Illinois (the “Court™); and

WHEREAS, the Debtors have moved the Court (the “Motion”) for authorization,
pursuant to Bankruptcy Code §§ 105(a), 363 and § 364(c), to ratify, reaffirm and adopt, as
modtfied and supplemented by this Order, its pre-petition secured financing arrangement with,
and obtain debtor-in-possession financing from, Webster Business Credit Corporation,.
(“Lender”), pursuant to the terms and conditions of (a)certain pre-petition agreements,
including, without limitation, (i} Credit and Security Agreement, dated as of April 20, 2005,
among the Borrowers and Lender individually and as agent for each other Lender Party, together

with Exhibits and Schedules thereto, all as amended from time to time (collectively, the “Credit

! The Debtors consist of SK Hand Tool Corporation (FEIN 36-3255336); MCC Business, Inc. (FEIN 20-

4481772); and Triat Industries, Inc. (FEIN 13-3514526).
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and Security Agreement”); (ii) Master Letter of Credit Agreement, dated as of April 20, 2005,
made by Borrowers in favor of Lender; (iii) Mortgage and Security Agreement, dated April 20,
2005, in the amount of $14,932,000 between the Borrowers and Lender; (iv) Open-End
Mortgage, Security Agreement, Assignment of Rents and Fixture Filing, dated April 20, 2005,
“between the Borrowers and Lender; (v) Trademark Security Agreement, dated as of April 20,
20035, made by the Borrowers in favor of Lender; and (vi) various other and further agreements
in supplement thereto (collectively, the “Pre-Petition Agreements”), copies of which are annexed

as Group Exhibit “A”, pursuant to which, among other things, the Debtors granted to Lender

liens, mortgages and security interests in substantially all assets of the Debtors (the “Pre-Petition
Collateral™), (b) the budget annexed as Exhibit “B” hereto (the “Budget”) and (c) this Order
(collectively, the Pre-Petition Agreéments, the Budget and tlhis Order shall be referred to
hereinafter as the “Financing Arrangement”™); and

WHEREAS, an interim hearing with respect to the Application was held by the Court on
July 1, 2010, at which hearing the Court entered an interim Order with respect to the Motion (the
“Interim Order’);

WHEREAS, a final hearing with respect to the Motion was held by the Court on July 29,
2010 at which all Objections to the relief requested by the Motion were either withdrawn or
overruled (the “Final Hearing”).

THE COURT HEREBY FINDS AND DETERMINES THAT:

(a) The Court has jurisdiction over this proceeding and the parties to the

Application under §§ 157(b) and 1334 of title 28 of the United States Code. Consideration of the

Application constitutes a core proceeding under 28 U.S.C. § 157(b)(2). The statutory predicates

The Pre-Petition Agreements are voluminous and were served with the Motion For Interim Financing.

Additional copies are available by contacting the Debtors' counsel or by accessing the Court's website.
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for the relief sought herein are sections 105, 361, 362, 363, 364 and 552 of the Bankruptcy Code
and Rules 4001(c)(1) and (c)2) of the Federal Rules of Bankruptcy Procedure. Venue of the
Debtors’ cases and the Application in this district is proper pursuant té 28 U.S.C. §§ 1408 and
1409.

(b) Need exists for the Debtors to obtain funds in order to continue operation
of their businesses in the ordinary course. Without such funds the Debtors will not be able to
pay their employees and other critical operating expenses. If the Debtors do not have emergency
borrowing authority and are unable to make payments, when due, to their employees, vendors
and suppliers, or meet the demands of their customers, the abrupt cessation of the Debtors’
businesses would be required causing irreparable harm to the Debtors” estates. The ability of the
Debtors to finance their operations by borrowing to meet working capital and liquidity needs is
essential to maintaining the Debtors’ going concern value and to preserving and protecting the
confidence of their employees, vendors, suppliers and customers.

(c) Lender is willing to advance monies to the Debtors only upon the
conditions contained in this Order.

(d) The Debtors submit that they have attempted, but have been unable, to
obtain sufficient levels of unsecured credit allowable under Bankruptcy Code § 503(b)(1) as an
administrative expense pursuant to § 364(a) or (b) of the Bankruptey Code necessary to maintain
and conduct its business.

{e) The Debtors are unable to obtain secured credit allowable only under
Bankruptcy Code § 364(c)(1) and (c)(2), except under the terms and condiﬁons provided in this

Order;
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(D It 1s in the best interest of the Debtors’ estates that they be allowed to
finance their operations under the terms and conditions set forth herein, as such financing is
necessary to prevent a disruption of its business and to permit the Debtors to attempt to achieve a
successful reorganization or going concern sale of their assets.

(2) The Debtors admit, without prejudice to the rights of any Official
Committee of Unsecured Creditors (the “Co’mmittee”) and third parties to challenge same to the
extent set forth below, that as of the Petition Date, in accordance with the Pre-Petition
Agreements, (1) the Debtors were indebted to Lender, without defense, counterclaim,
recoupment or offset of any kind, in the aggregate amount of approximately $9.1 million in
respect of loans, advances and other financial accommodations made by Lender to the Debtors in
accordance with the Pre-Petition Agreements (the “Pre-Petition Obligations™), (2) prior to the
Petition Date, the Debtors were in default under the terms of the Pre-Petition Agreements; and
(3) the Pre-Petition Obligations were secured by valid, enforceable and properly perfected first
priority Hens on and security interests in the Pre-Petition Collateral.

(h) In addition to Lender’s secured claim, the Debtors’ Motion has identified
secured claims asserted by (a) Timothy T. Herrick, Leonard D. O’Connell and Scott Anderson
(collectively, the “Junior Lenders”) for $50,000 each, and (b) the Pension Benefit Guaranty
Corporation (“PBGC”).

AND THE COURT HEREBY FINDS AND DETERMINES THAT

(i) The credit and financial accommodations to be extended under the
Financing Arrangement have been negotiated in good faith and at arm’s length between the
Debtors and Lender. Any credit extended, loans made and other financial accommodations

extended to the Debtors by Lender shall be deemed to have been extended or made, as the case

115350/214-1885623.2
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may be, in good faith within the meaning of § 364(e) of the Bankruptcy Code. As a result,
Lender is entitled to the protection of Bankruptcy Code § 364(e).

G4) Notice of the relief sought by the Application and the hearings with
respect thereto, believed by the Debtors to be the best available notice under the circumstances,
has been given pursuant to Bankruptcy Rule 4001(c) to counsel to the Committee, the Office of
the U.S. Trustee, Lender, Junior Lenders, the District -Director of Internal Revenue, the United
States Attorney and the PBGC, and no further notice of, or hearing on, the interim relief sought
in the Application is required.

&) Good and sufficient cause exists for the issuance of this Order.

NOW, THEREFORE, IT IS HEREBY ORDERED:

1. The Debtors are hereby authorized and deemed to ratify and adopt, on an interim
basis, the Pre-Petition Agreements, including the validity and enforceability of the Pre-Petition
Obligations to Lender incurred thereunder and the liens and security interests granted to Lender
thereunder, subject to the rights of the Committee and third partics to challenge same to the
extent set forth belov%z.

2, The Debtors are hereby authorized to borrow funds from and incur debt to Lender
pursuant to the terms and conditions of the Financing Arrangement, and use Lender’s cash
collateral, as such term is defined in Bankruptcy Code § 363(a) (“Cash Collateral”), in
accordance with the Budget, but subject in all respects to the provisions of the Credit and
Security Agreement, including, without limitation with respect to “Maximum Revolving
Amount,” “Total Credit Facility” and “Borrowing Base” (as such terms are defined in the Loan
Agreement), from and after the date of this Order and to grant to Lender the liens and security

interests provided for under this Order. The Financing Arrangement is approved in all respects.

115350/214-1885623.2
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Lender and the Debtors, in consultation with the Committee, may amend, modify, supplement
and/or waive any provision of the Financing Arrangement and/or extend the term of the
Financing Arrangement, without further order of the Court provided that (a) such amendments,
modifications, supplements and/or waivers do not materially alter the provisions of the Financing
Arrangement, and (b) the Debtors file with the Court prior written notice of such amendments,
modifications, supplements, waivers and/or extensions, and serves such written notice upon the
Noticed Parties (as such term is defined below), reasonably (but not more than three (3) business
days) prior to the proposed effective date thereof.

3. As adequate protection for any post-petition diminution in value of Lender’s
interests in the Pre-Petition Collateral, including without limitation that caused by the Debtors’
use of the Pre-Petition Collateral and/or Cash Collateral, including without limitation for
purposes of the “Carve-Out” (as such term is defined below), Lender is hereby granted a post-
petition claim (the “Adequate Protection Claim™) against the Debtors’ estates.

4. Any and all Liabilities, as such term is defined in the Pre-Petition Agreements,
arising subsequent to the Petition Date (the “Post-Petition Obligations™), and the Adequate
Protection Claim (collectively with the Post-Petition Obligations, referred to herein as, the “Post-
Petition Claim™) shall have priority in payment over any other obligations now in existence or
incurred hereafter by the Debtors, and over any and all administrative expenses or charges
against property arising in the Debtors’ bankruptcy cases, including without limitation those
specified in Bankruptey Code §§ 503(b}, 506(c), 507(a), 507(b), 726, 1113 or 1114.

5. Pursuant to Bankruptcy Code §§ 362, 363(e) and 364(c), as security for the Post-
Petition Claim, the Debtors are hereby authorized to and does grant to Lender a valid, binding,

enforceable and automatically perfected first priority lien and/or security interest, subject only to

115350/214-1885623.2
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liens existing as of the Petition Date that are valid, enforceable and not subject to avoidance by a |
trustee under the Bankruptcy Code, in all of the Debtors’ presently owned or hereafter acquired
property and assets, whether such property and assets were acquired by the Debtors before or
after the Petition Date, of any kind or nature, whether real or personal, tangible or intangible,
wherever located, and the proceeds and products thereof {collectively, the “Collateral”) (to the
extent acquired after the Petition Date, the “Post-Petition Collateral”), including without
limitation (as such terms are defined in the Pre-Petition Agreements) (i) Accounts;
(i) Certificated Securities; (iii) Chattel Paper, (iv) Commercial Tort Claims; (v) Computer
Hardware and Software and all rights with respect thereto, including, any and all licenses,
options, warranties, service contracts, program services, test rights, maintenance rights, support
rights, improvement rights, renewal rights and indemmifications, and any substitutions,
replacements, additions or model conversions of any of the foregoing; (vi) contract rights;
(vii) Deposit Accounts; (viii) Documents; (ix) Equipment; (x) Financial Assets; (xi) Fixtures;
(xii) General Intangibles (including without limitation claims and causes of action againSt
affiliates, subsidiaries, insiders and third parties and recoveries upon such claims and causes of
action); (x111) Goods (including without limitation all Equipment, Fixtures and Inventory), and all
accessions, additions, attachments, improvements, substitutions and replacements thereto and
therefor; (xiv) Instruments; (xv) Intellectual Property, including all archives and drawings;
(xvi) Inventory; (xvii) Investment Property; (xviii) money (of every jurisdiction whatsoever);
(xix) Letter-of-Credit Rights; (xx) Leasehold Interests; (xxi) Payment Intangibles; (xxii) Real
Property; (xxiii) Security Entitlements; (xxiv) Software; (xxv) Supporting Obligations;
(xxvi) Uncertificated Securities; (xxvii) Customer Lists; (xxviii) all books, records, writings, data

bases, information and other property relating to, used or useful in comnection with, or

115350/214-1885623.2
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evidencing, embodying, incorporating or referring to any of the foregoing; (xxix) any equity of
the Debors in the Pre-Petition Collateral; (xxx) proceeds and products of any of the foregoing;
and (xxxi) claims, causes of action and recoveries pursuant to Bankruptcy Code §§ 544-550 and
§ 553.

6. Notwithstanding the liens, mortgages and security interests of Lender under the
Financing Arrangement, the Collateral may be used by the Debtors, if sufficient unencumbered
funds are not available from the Debtors’ estates, to pay (collectively, the “Carve-Out”):

(a) the statutory fees of the United States Trustee pursuant to 28 U.S.C.
§ 1930(a) and any unpaid fees due and owing to the Clerk of the Court;

(b)  the allowed and allowable fees and expenses of professionals rretained and
approved pursuant to final orders of the Court, by the Debtors in an aggregate amount not to
éxceed $115,500, exclusive of pre-petition retainers; and

©) the allowed and allowable fees and expenses of Professionals of the
Official Committee of Unsecured Creditors (the “Committee”), and the reasonable expenses of
members of the Committee (other than the fees and expenses of professionals employed by
members of the Committee), in aggregate amount not to exceed $40,000;

Lender shall have no Carve-Out obligations with respect to fees and expenses incurred in
connection with any challenge to (and with respect to the Debtors’ Professionals, challenge to
and investigation of) the validity, extent, priority, perfection and enforceability of the liens,

- mortgages and security interests granted to Lender by the Debtors prior to the Petition Date.
Lender may in its sole and absolute discretion establish a reserve under the Financing
Arrangement with respect to the Carve-Out obligations under this paragraph. All payments

received by Professionals with respect to fees and expenses within the scope of the Carve-Out
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(exclusive of pre-petition retainers) shall reduce the respective Carve-Out.on a dollar-for-dollar
basis.

7. The liens, mortgages and security interests grahtecl to Lender hereunder to secure
the Post-Petition Claim shall not be subject to any lien, mortgage or security interest or any other
interest which is avoided and which would otherwise be preserved for the benefit of the Debtors’
estates under Bankruptcy Code § 551, and the liens, mortgages and security interests granted to
Lender hereunder shall encumber and constitute a prior lien, mortgage and security interest in
and to any lien, mortgage, security interest or interest which is avoided and which would
otherwise be so preserved for the benefit of the Debtors’ estates. Lender shall not be subject to
the equitable doctrine of “marshaling” or any similar doctrine with respect to any Collateral
securing any of the Post-Petition Claim.

8. The Debtors waive irrevocably all rights, if any, it might otherwise assert against
the Collateral pursuant to Bankruptcy Code §§ 506(c) or 552(b).

9. Except from and pursuant to the terms of the Carve-Out, no entity in the course of
this bankruptcy cases (whether Chapter 11 or subsequent Chapter 7), shall be permitted to
recover from the Collateral (whether directly or through grant of derivative and/or equitable
standing in the name of the Debtors and/or the Debtors’ estates) any cost or expense of
preservation or disposition of the Collateral, including, without limitation, expenses and charges
as provided in Bankruptcy Code §§ 506(c) or 552(b) without the prior written consent of Lender.
Except for the obligation to fund the Carve-Out, no entity shall be permitted to recover from the
Collateral, or assert against Lender, any claim with respect to any unpaid administrative expense
of the Debtors™ bankruptcy cases, whether or not the Debtors’ payment of such administrative

claim was contemplated by or included in the Budget.
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10. The Debtors shall not use Cash Collateral other than in accordance with the
provisions of paragraph “2” of this Order. So long as there are any Pre-Petition Obligations or
Post-Petition Obligations (collectively, the “Obligations™) outstanding to Lender, unless Lender
shall have given its prior written consent, or the Court enters an order, upon proper notice to
Lender and after a hearing, requiring that all of the Debtors’ Obligations to Lender be
immediately satisfied in full, there s.hall not at any time be entered in the Debtors” Chapter 11
cases any further orders which authorize: (a) under Bankruptcy Code § 363, the use of Cash
Collateral in which Lender has an interest, or the sale, use, or lease, other than in the ordinary
course of business, of property of the Debtors in which Lender has an interest; (b) the obtaining
of credit or the incurring of indebtedness pursuant to Bankruptcy Code § 364(c) or § 364(d), or
any other grant of rights against the Debtors and/or its estates, secured by a lien, mortgage or
security interest in the Collateral held by Lender o.r entitled to priority administrative status
which is equal or superior to that gfanted to Lender herein; or (c) the return of goods by the
Debtors pursuant to Bankruptcy Code § 546(h).

11. Subject to Section 506(b), in addition to the fees, costs, charges and expenses
authorized under the Pre-Petition Agreements, Lender shall be entitled to charge the Debtors’
account or receive reimbursement thereof, in either case as Post-Petition Obligations, on ten (10)
days written notice to the Noticed Parties (as such term is defined below) (the “Fee Notice™), but
without application to the Court, for all of Lender’s reasonable attorneys’ and other
professionals” fees arising from or related to (a) the Financing Arrangement, including without
limitation the negotiating, closing, documenting and obtaining of Court approval thereof, (b) all
proceedings in connection with any Disposition {as such term is defined below), (¢) all

proceedings in connection with the interpretation, amendment, modification, enforcement,

10
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enforceability, validity or carrying out of the Pre-Petition Agreements or this Order at any time,
(d) all other matters and proceedings arising in or related to the Debtors’ bankruptcy cases, and
{e) all reasonable expenses, costs and charges in any way or respect arising in connection
therewith or related thereto. The Fee Notice shall be accompanied by copies of such
professionals’ invoices to Lender, subject to redaction against disclosure of privileged and/or
confidential information, and such invoices shall be charged to the Debtors’ account as provided
for herein unless, prior to the expiration of the ten (10) day period, appropriate pleadings
objecting thereto are filed with the Court and served upon Lender by any of the Noticed Parties.

12.  The Debtors, at their expense, shall continue to keep the Collateral fully insured
against all loss, peril and hazard and make Lender loss payee as its interests appear under such
policies. The Debtors shall pay any and all undisputed post-petition taxes, assessments and
governmental charges with respect to such collateral all as provided under the Pre-Petition
Agreements. The Debtors shall provide Lender with proof of the foregoing within three (3)
business days of written demand and will give Le;nder access to its records in this regard.

13.  The automatic stay provisions of Bankruptcy Code § 362 are hereby modified to
permit (a) the Debtors to implement and perform the terms of the Financing Arrangement, and
(b) the Debtors to create, and Lender to perfect, any and all post-petition liens, mortgages and
security interests granted hereunder. Lender shall not be required to file UCC financing
statements or other instruments with any other filing authority to perfect any post-petition lien,
mortgage or security interest granted by this Order or take any other action to perfect such post-
petition liens, mortgages and security interests, which shall be deemed automatically pertected
by the docket entry of this Order by the Clerk of the Court. If, however, Lender shall, in its sole

and absolute discretion, elect for any reason to file, record or serve any such financing statements

11
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or other documents with respect to such post-petition liens and security interests, the Debtors
shall execute same upon request and the filing, recording or service thereof (as the case may be)
shall be deemed to have been made at the time and on the date of the commencement of the
Debtors’ Chapter 11 cases on the Petition Date.

14.  The time of payment of any and all Obligations of the Debtors to Lender arising
out of or incurred pursuant to the Financing Arrangement shall not be altered, extended or
impaired by any plan or plans of reorganization that may hereafter be accepted or confirmed or
any further orders of the Court which may hereafter be entered.

15.  Each of the following shall constitute an “Event of Default” under this Order:

(a) the Debtors” Chapter 11 cases is either dismissed or converted to a
Chapter 7 cases;

(b)  a trustee or an examiner with expanded powers is appointed in the
Debtors’ Chapter 11 gases;

(c) any plan of reorganization of the Debtors is confirmed which does not
provide for payment in full of the Obligations upon the effecti\fe date of the plan, unless
otherwise agreed by Lender in its sole and absolute discretion;

(d) the Court enters an order authorizing the salé of all or substantially all
assets of the Debtors that does not provide for the payment in full of the Obligations in cash upon
the closing of the sale, unless otherwise agreed by Lender in its sole and absolute discretion;

(e) the Debtors ceases operations of their present businesses or takes any
material action for the purpose of effecting the foregoing without the prior written consent of

Lender;

12
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() the Debtors expend any funds or monies for any purpose other than those
set forth on the Budget, provided that for the cumulative Budget periods which have occurred,
the Debtors’ actual cash disbursements may be up to $25,000 more than the cumulative budgeted
amount for cash disbursements through the conclusion of such Budget periods, without such
expenditures constituting an Event of Default;

(2) the Pre-Petition Obligations and Post-Petition Obligations outstanding
shall exceed $9,250,000:

(h) this Order is reversed, vacated, stayed, amended, supplemented or
otherwise modified in a manner which shall, in the reasonable exercise of Lender’s discretion,
materially and adversely affect the rights of Lender hereunder or shall materially and adversely
affect the priority of any or all of Lender’s claims, liens or security interests;

(1) the occurrence subsequent to the Petition Date of an Event of Default
under the Pre-Petition Agreements, other than any Event of Default occurring and/or existing
solely because of (1) the commencement of the Bankruptcy Cases on the Petition Date or the
Debtors’ compliance with this Order; (2) the breach of any financial covenant set forth in the
Pre-Petition Agreements; and/or (3) ; failure to meet any deadline set forth in forbearance
agreements entered into between Lender and the Borrowers.

) the occurrence of a material adverse change, in each case as determined by
Lender’s reasonable exercise of its discretion, in (1) the condition (financial or otherwise),
operations, assets, business or business prospects of the Debtors, (2) the Debtors’ ability to pay

" the Obligations in accordance with the terms of the Financing Arrangement, or (3) the value of

the Collateral;

: 13
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(k) non-compliance or default by the Debtors with any of the terms and

provisions of this Order; provided, however, that said non-compliance or default shall not be

deemed an Event of Default if curable and cured by the Debtors within five (5) business days
after notice of such non-compliance or default is given to the Debtors by Lender;

O the Debtors fail to retain or continue retention: of Blackman Kallick
("BK”) as the Debtors’ chief restructuring/financial advisor during the Debtors’ Chapter 11
cases, or in the event that BK’s retention is not approved by the Court or BK withdraws from the
Debtors’ Chapter 11 cases, the Debtors’ fail to retain a chief restructuring/financial advisor
acceptable to Lender in its reasonable discretion;

(m)  ahearing with respect to a sale under Section 363 of the Bankruptcy Code
mn accordance with a letter of intent acceptable to Lender (“Letter of Intent”™) shall not have taken
place on or before July 30, 2010 or such date as soon thereafter the Court may schedule;

(n)  aclosing with respect to a sale under Section 363 of the Bankruptcy Code
in accordance with the Letter of Intent shail nc;t have taken place by the later of August 2, 2010
or two (2) business days following the entry of an)order of this Court approving the Section 363
sale.

16.  Upon the occurrence of an Event of Default and the giving of written notice
thereof by facsimile or e-mail (the “Default Notice™) by Lender to the Debtors’, the Committee’s
and the United States Trustee’s respective counsel (the ‘“Noticed Parties™), or upon the
occurrence of the Expiration Date (as such term is defined below):

(a) Lender shall have no further obligation to make loans, advances, and/or

other financial accommodations to the Debtors;

14
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(b) Lender shall have the right, free of the restrictions of Bankruptcy Code
§ 362 or under any other section of the Bankruptcy Code or applicable law or rule, to take
immediate reasonable action to protect the Collateral from harm, theft and/or dissipation;

(c) the Debtors shall immediately segregate all of Lender’s Collateral,
including without limitation cash collateral, and shall not be permitted to use such Collateral
absent Lender’s prior wﬁtten consent;

(d) with respect to the Events of Default other than those specified in
subparagraphs “(a)” through “(e)” bf the preceding paragraph of this Order, the Noticed Parties
shall have five (5) business days from the receipt of the Default Notice to cure the default (if
curable) or obtain an order of the Court on notice to Lender enjoining or restraining Lender from
exercising its rights and remedies based upon the Event of Default specified in the Default
Notice, provided that the sole grounds on which any of the Noticed Parties may seck a Restraint
on Remedies shall be to allege either non-occurrence or timely cure of the Event of Default
specified in the Default Notice;

(e) payment of any and all Obligations of the Debtors to Lender arising out of
or incurred pursuant to the Financing Arrangement shall be due and payéble, and Lender shall
have the rights as set forth more fully herein to exercise its rights and remedies pursuant to the
Financing Arrangement and/or applicable law as to all or such part of the Collateral as Lender, in
ité sole and absolute discretion, shall elect: (1) with respect to the Events of Default specified in
subparagraphs “(a)” through “(e)” of the preceding paragraph of this Order, immediate}y upon
the giving of the Default Notice; or (2) with respect to Events of Default other than those
specified in subparagraphs “(a)” through “(e)” of the preceding paragraph of this Order,

immediately upon expiration of the Remedy Notice Period unless a Restraint on Remedies has

15
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timely been obtained from the Court; or (3) upon the occurrence of the Expiration Date,
immediately.

17. The Debtors shall provide Lender with such written reports, certified by an officer
of the Debtors acceptable to Lender to be accurate to the best of such officer’s knowledge,
information and belief, as are required under the Financing Arrangement, and such additional
written reports as Lender, in its reasonable discretion, shall require, including without limitation
a report, no later than Tuesday of each week, showing the Debtors’ actual cash receipts and
disbursements for the prior week and the variances between such actual amounts and the
amounts set forth in the Budget for such Budget period.

18.  Lender shall have the right at any time during the Debtors’ normal business hours,
to inspect, audit, examine, check, make copies of or extracts from the books, accounts, checks,
orders, invoices, bills of lading, correspondence and other records of the Debtors, and to inspect,
audit and monitor all or any part of the Collateral, and the Debtors shall make ail pf same
available to Lender and its respective representatives, for such purposes. Lender’s
representatives may make recomrﬁendatjons to Debtors regarding cost-cutting measures and the
implementation thereof as contemplated by the Budget, and to discuss any of the foregoing with
Debtors’ officers, retained professionals or employees, all without Lender being deemed to be in
control of, or a fiductary for, any of Debtors.

19.  The pre-petition clearing, dominion, lockbox and similar accounts maintained by
or on behalf of the Debtors pursuant to the Pre-Petition Agreements at certain banking
institutions for the collection of the proceeds of Lender’s Collateral (including without limitation
receivables and other proceeds arising from the Debtors’ sales of Inventory énd/or performance

of services) in the ordinary course of the Debtors’ businesses, and the payment procedures under
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which such accounts are administered (collectively, the “Colleqtion Accounts and Procedures™),
shall continue in full force and effect unless otherwise directed by Lender. Without limitation of
the foregoing, from and after the date of this Order, the Debtors shall remit to Lender such cash,
cash equivalents and checks as are proceeds of Lender’s Collateral obtained in the ordinary
course of the Debtors’ business to Lender, and/or shall cause customers and account Debtors of
the Debtors to remit such cash, cash equivalent and checks as are proceeds of Lenders’
Collateral, in accordance with the Collection Accounts and Procedures and in accordance with
the terms and conditions of the Pre-Petition Agreements. |
20, To the extent that as of the date of this Order, the Debtors maintains custody
and/or control of any cash, cash equivalents or checks, whether in its possession, in bank
accounts, in lockbox accounts or otherwise, and such cash, cash equivalents or checks are
procee_ds of Lender’s Collateral, upon entry of this Order the Debtors shall deliver such cash,
cash equivalents or checks, and the proceeds thereof, to Lender.
'21.  The Debtors and any successor to the Debtors, including without limitation any
successor trustee or trustees, shall (a) assign or direct to Lender any and all payments, proceeds
- or other consideration (“Proceeds”) realized upon the sale, lliquidation, collection or disposition
of the Collateral other than in the ordinary course of the Debtors’ businesses (a “Disposition™),
including without limitation the proceeds of sales authorized pursuant to Bankruptcy Code § 363
or any plan of reorganizatioh, and (b) immediately deliver any and all Proceeds which come into
their possession to Lender in the form received. In furtherance of the foregoing, subject to the
provisions of paragraph 25 of this Order, neith_er the Debtors nor the Committee shall seek to

cause the escrow of, enjoin Lender’s receipt of, or otherwise withhold from Lender any Proceeds
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of any Disposition, and any order of the Court authorizing a Disposition shall provide for
Lender’s receipt of Proceeds in accordance with the provisions of this paragraph.

22. Lender is authorized to accrue interest and charge the Debtors’ account therefor,
and to apply remittances from the Debtors against interest, all as set forth pursuant to the
Financing Arrangement, (a) on the outétanding balance of the Post-Petition Obligations, and (b)
on the outstanding balance of the Pre-Petition Obligations to the extent permitted by the
Bankruptcy Code.

23.  Lender is authorized, notwithstanding the provisions of Bankruptcy Code § 362,
(a) to retain and apply the Proceeds of the Collateral to the repayment of the Post-Petition Claim,
and (b) to retain and apply the Proceeds of the Pre-Petition Collateral to the repayment of the
Pre-Petition Obligations. Such applications of the Proceeds shali be free and clear of any claim,
charge, assessment or other liability including, without limitation, any such claim or charge
arising out of or based on, directly or indirectly, Bankruptcy Code §§ 506(c) or 552(b).

24.  Without prejudice to the rights of third parties to the extent set forth in the
following paragraph of this Order, the validity, extent, priority, perfection and enforceability of
Lender’s pre-petition claims, liens, mortgages and security interests in the Debtors’ assets shall
not be subject to challenge by the Debtors, and in furtherance thereof the Debtors hereby release,
waive and affirmatively agree not to allege or otherwise pursue any or all defenses, affirmative
defenses, counterclaims, claims, causes of action, recoupments, setoffs or other rights that it may
have to contest (a) any Defaults or Events of Default (as defined in the Pre-Petition Agreements)‘ -
which were or could have been declared by Lender as of the Petition Date, (b) any provisions of
the Pre-Petition Agreements, (c) the amount of the Debtors’ indebtedness to Lender as of the

Petition Date, or (d) the conduct of Lender in administering the pre-petition business relationship
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between the Debtors and Lender, .including without HLimitation “lender liability” and/or
“deepening insolvency” claims and causes of action.

25. Notwithstanding the Debtors’ release and waiver set forth in the preceding
paragraph of this Order, (a) the Committee shall havé through and until September 7, 2010 to
commence an adversary proceeding against Lender for the purpose of challenging the validity,
extent, priority, perfection and enforceability of Lender’s pre-petition liens, mortgages and
security interests in the Debtors’ assets. Any such person or entity, including without limitation
the Committee, that fails to commence such an adversary proceeding or file such a motion,
respectively, within the applicable time period shall be barred forever from doing so.

26. Lender shall be entitled to the benefits and protections of this Order, including the
protections afforded pursuant to Bankruptcy Code § 364(e), with respect to all loans, advances
and/or financial accommodations made by Lender to or for the benefit of the Debtors pursuant to
this Order. Pursuant to the provisions of Bankrﬁptcy Code § 364(e), the liens, mortgages and
security interests granted under or ratified by this Order shall be binding on the Debtors or any
successor trustee or trustees even if this Order is reversed or moditied on appeal.

27. The terms and conditions of this Order shall be: (a) immediately enforceable
pursuant to Bankruptcy Rule 8005; and (b) not be stayed absent (1) an application by a party in
interest for such stay in conformance with such Bankruptcy Rule 8005, and (2) a hearing upon _
notice to the Debtors, Lender and the Committee, once formed.

28.  The provisions of this Order and any actions taken pursuant hereto shall survive
entry of any orders which may be entered confirming any plan of reorganization or which may
be entered converting these cases from Chapter 11 to Chapter 7 of the Bankruptcy Code. The

terms and provisions of this Order, as well as the claims, liens, mortgages and security interests
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granted by this Order, shall continue in this or any superseding case under the Bankruptcy Code
and shall continue notwithstanding any dismissal of the Debtors” bankruptcy cases (and any such
order of dismissal shall so provide), and such claims, liens, mortgages and security interests shall
maintain their priority as provided by this Order until the Debtors’ Obligations to Lender are
satisfied in full.

29.  The Financing Arrangement shall be in effect for the period commencing with the
Petition Date through and including July 31, 2010 (the “Expiration Date”) unless otherwise
extended from time to time pursuant to a mutually acceptable Budget for such extension periods:
(a) as may be agreed to by Lender, Debtors and the Committee, without further order of the
Court, or (b) as may be agreed to by Lender and Debtors, and authorized by further order of the
Court.

30.  To the extent that any of the provisions of this Order shall conflict with any of the
provisions of the Pre-Petition Agreements, this Order is deemed to control and shall supersede

the contlicting provision(s) in said agreement(s).

Dated: Chicago, Illinois
July ___, 2010

Hon. Eugene R. Wedoff

20
115350/214-1885623.2



Case 10-28882 Doc 52-1 Filed 07/09/10 Entered 07/09/10 10:16:48 Desc Proposed
Order Page 21 of 22

EXHIBIT 1



: w 5K Hand Toof Corporatien Affiliates Proposed DIP Budget
: . CONFIOENTIAL/PRELIMINARY AND TENTATIVE DRAFT SUBJECT TO REVISION

2] Propored DIF Budgat
m. Assumsd Fifing Date: June 29, 2010 &
©
m Forecast Forscast Foresast Forecsst Forscast Forecast Forgcast Forecast
o Weak Ending . 2Jul B-Jul 16-Jul 23dat 30-Jul B-Aug 13-Aug  June 28-August 13 .
Waek Numbar . A 2 3 4 5 £ 7 Tolal Notez
(&
(%3] Cash Recaipts -
@ Signiftcant discoont to A/R face value due lo ongoing collection lssues related to customars taking largar wananty
D claims. Cumant sxpaciabon is that Ire bankruplcy Hing will resultin siower pay by customers unllf they know i
the SK brand wH continue, An additional recent tssue impactng A/R is customers are taking volume discounts
AR net collecllons 31,594 28,522 53,075 31,408 42,500 20,000 10,000 222,388 ayan when ol fully samed,
00 Procseds from 3563 pale ~ . - - 3,250,600 - - 3250000 A d based on idzat LOI
< Total Catlsctions 31,584 268822 53,075 37,408 3,292,500 20,000 10,000 3,443,386
O Payroli Rolated Disburssmanty . .
-l Fayrollk-haurly {gross) 8,766 8,778 5,362 8,362 4,181 . . 38460  Aszsumes al hourdy employees are terminated of frmnaferad 1o buyer as of (he sale
— Payroli-saterled (gross) 41,780 - 41,780 . - 41,780 - - 125340 pssumes no reductions In salary emplovess uridl sale and payment uf pra-pelition wages
Unien health & wallars fund hutl 8,250 - - - - - - 8250 Assumss paying anly July urilon health & weilare contibutions and na pre-pafiflon amaunts
Tatal Payroll Relaled Blsburssments 58,797 8,778 50,143 8,362 45,361 . 170,044
Produztioniinventory Disbursements .
Raw material - 12,000 - - - - - 12,000 Represants COD sleaf purchases that can be converted lo finished poads during DEF pariod
Components & packaging - 4,600 8,000 - - - - 12,600 Assumas COD payment lemns
Finlshed gocds ) 1.000 10,000 15900 - - - - 46,800 Assumes COD payment lems
[o\] Frolght & customs - 3508 3,500 3,500 3,500 3,500 - 17,500 Post-patiion servicar only pald 1 week in arears
(q\] Totai Prodfinv Dlsbursemants 21,000 30,100 27400 3,500 3,500 3,500 - 82,000 .
Y— . .
(@) Opseraling Distursemonis .
N Rapalre, mainfanance & fuel 1,250 “ - - - . . 1,250 Fue purchase axpectad to cover the langth of OIP percd
Cperating supplies 3 offies supplies f,500 . - - - 1,600 - . 3,000
N m loyse T&E f 1,000 1,000 500 - 500 - - 3,000 Budget for ravel 1o CH as haeded o compleate closure of faclity
%u Chlaage, i, - . - “ 4187 19,453 - 22,610 Post-petiion services only, requlred deposits forecastad under Reskucturing Disbursements
© Daflanca, OH . . - “ - 8,500 - 8,500 Past-petitin services only, tequirad deposlts forecasted under Reslnucturing Disbursements
a ihsueance 30,518 - - - - - - : 0618 July Instafiment on prem|um financs contract
Securlly 1,250 1.280 1,260 1,250 1,250 1,250 1,260 8,750
Environmental costs 33,082 - ~ - 33,082 - - 66,154 Removal of all watta and secufing Deflance, O facillllas to comply with OH EPA raglirements
Miscafianeous 5,000 5,000 5,000 5000 6000 5,000 5000 35,000
Total Operating Cishursaments 73,800 7,250 6730 6250 ) 42688 36,703 6 250 178,702
Tatal Producion and Operating Disbeursemants 24,600 37,350 34,150 9,750 46,489 39,203 6,250 267,792
Dot Servics Dlabursements :
Equipment leases - - - . - - - - Assumes buyer pays cure amounts and post-pstlion clalms
Bank fees - - 3,200 - - 3200 - 6,400 .
Bank adsquate prolection Tees - - - - 35,000 - - 35000 Assumsd monthly Inferest paymen| s edequais prolection payment

Tola! Debt Sarvics Disbursamants - - 3,200 - 35,600 3,200 - 41,400

Restructuring Disbursements - .
$75,000 pre-petitlon relainer pald, First half of Junis $15,000 pald pre-petitton. Monthly per agreemenl, addlilonal
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Lagal counsahSK - - - 20,000 - - 30,000 50,000 feas sssumed oulside of DHP perad -

Finangial advisors-3K - - - 25,000 - . 40,000 55,000 Assumes $80,000 retalner pald pra-poafitlon
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Fraight deposit 5,000 - v - - - - 5,000 UPS Deposil

WBCC DIP fees - - - - - - - - . .

Total Restvcluring Msbursemenis 18,301 - 40,000 45,000 162,600 - 70,000 335300

Total Disbursamants 169,696 46,128 127,493 53,112 289,450 42,403 76,260 §14 532

Net Change ln Cash 3 1138103 §  {17308) 5 (74410) §  (25708) $ 3003050 §  [22403) $  (66250) § 2,628,363
Pea-Putition Revelving Line of Credlt . )

. Coumulatlve -
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